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Special Note Regarding Forward Looking Statements

Certain statements in this Annual Report on Form 10-K (this “Annual Report”) contain “forward-looking” information as that term is defined by the
Private Securities Litigation Reform Act of 1995 and the federal securities laws. Any statements that do not relate to historical or current facts or matters are
forward-looking statements. Examples of forward-looking statements include all statements regarding our expected future financial position, results of
operations, cash flows, liquidity, strategic and business plans, the expected amounts and timing of dividends, projected expenses and capital expenditures,
competitive position, growth and acquisition opportunities, and compliance with, and changes in, governmental regulations. You can identify some of the
forward-looking statements by the use of forward-looking words such as “anticipate,” “believe,” “plan,” “estimate,” “expect,” “intend,” “should,” “may” and
other similar expressions, although not all forward-looking statements contain these identifying words.

Our actual results may differ materially from those projected or contemplated by our forward-looking statements as a result of various factors,
including among others, the following:

• Our ability to lease our healthcare properties on favorable terms and to otherwise transition successfully from an owner/operator of
healthcare properties to a healthcare property holding and leasing company;

• The significant amount of our indebtedness, our ability to service our indebtedness and our ability to refinance our indebtedness on
favorable terms;

• Covenants in our debt agreements that may restrict our ability to pay dividends, make investments, incur additional indebtedness and
refinance indebtedness on favorable terms;

• Our ability to raise capital through equity and debt financings;

• The availability and cost of capital;

• Increases in market interest rates;

• Our dependence on the operating success of our tenants;

• The effect of increasing healthcare regulation and enforcement on us and our tenants and the dependence by us and our tenants on
reimbursement from governmental and other third-party payors;

• The impact of litigation and rising insurance costs on our business and that of our tenants;

• The effect of our tenants declaring bankruptcy or becoming insolvent;

• Our ability to find replacement tenants as needed;

• The impact of required regulatory approvals of transfers of healthcare properties;

• Our ability to successfully engage in strategic acquisitions;

• Competition in the acquisition and ownership of healthcare properties;

• The relatively illiquid nature of real estate investments;

• The loss of key management personnel or other employees; and

• Uninsured or underinsured losses affecting our properties and the possibility of environmental compliance costs and liabilities.

We urge you to carefully consider these risks and review the additional disclosures we make concerning risks and other factors that may materially
affect the outcome of our forward-looking statements and our future business and operating results, including those made in Part I, Item IA, “Risk Factors” in
this Annual Report, as such risk factors may be amended, supplemented or superseded from time to time by other reports we file with the Securities and
Exchange Commission (“SEC”), including
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subsequent Annual Reports on Form 10-K and Quarterly Reports on Form 10-Q. We caution you that any forward-looking statements made in this Annual
Report are not guarantees of future performance, events or results, and you should not place undue reliance on these forward-looking statements, which speak
only as of the date of this report. We do not intend, and we undertake no obligation, to update any forward-looking information to reflect events or
circumstances after the date of this Annual Report or to reflect the occurrence of unanticipated events, unless required by law to do so.
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PART I.

Item 1.    Business

Overview

AdCare Health Systems, Inc. ("AdCare"), through its subsidiaries (together, the "Company" or "we"), own, operate, and manage for third-parties
skilled nursing facilities and assisted living facilities in the states of Arkansas, Georgia, North Carolina, Ohio, Oklahoma, and South Carolina. As of
December 31, 2014, the Company operates or manages 32 facilities comprised of 29 skilled nursing facilities, two assisted living facilities and one
independent living/senior housing facility totaling approximately 3,600 beds. The Company's facilities provide a range of health care services to patients
and residents, including, but not limited to, skilled nursing and assisted living services, social services, various therapy services, and other rehabilitative and
healthcare services for both long-term residents and short-stay patients. As of December 31, 2014, of the 32 facilities, the Company owned and operated 22
facilities, leased and operated six facilities, and managed four facilities for third-parties.

As of December 31, 2014, we also have leased three owned and subleased five leased skilled nursing and rehabilitation facilities to local third-party
operators in the states of Alabama and Georgia. The patient care revenue, related cost of services, and facility rental expense prior to the commencement of
subleasing are classified as discontinued operations.

On July 23, 2014, we announced that the Board of Directors (the "Board") had approved a strategic plan to transition the Company to a healthcare
property holding and leasing company. Through a series of leasing and subleasing transactions, the Company is in the process of transitioning to third-
parties the operations of the Company’s currently owned and operated healthcare facilities, which are principally skilled nursing facilities. In furtherance of
this strategic plan, the Company is now focused on the ownership, acquisition and leasing of healthcare related properties.

On October 29, 2014 , the Company entered into separate agreements with third-party operators to: (i) to lease one of our facilities; (ii) to sublease
three of our facilities; and (iii) to sub-sublease one of our facilities. All of the facilities are located in Ohio and the leases and subleases will commence on the
first day of the month after lessees' receipt of: (a) all licenses and other approvals from the State of Ohio to operate the facility, and (b) approval of the lease by
the United States Department of Housing and Urban Development ("HUD").

The Company entered into additional leasing agreements subsequent to December 31, 2014. See Note 20 - Subsequent Events, in Part II, Item 8.,
"Financial Statements and Supplementary Data" for details of the agreements.

Our principal executive offices are located at 1145 Hembree Road, Roswell, GA 30076, and our telephone number is (678) 869-5116. We maintain a
website at www.adcarehealth.com.

Company History

AdCare is a Georgia corporation. We were incorporated in Ohio on August 14, 1991, under the name Passport Retirement, Inc. In 1995, we acquired
substantially all of the assets and liabilities of AdCare Health Systems, Inc. and changed our name to AdCare Health Systems, Inc. On December 12, 2013,
AdCare changed its state of incorporation from the State of Ohio to the State of Georgia.

The Transition to a Facilities Holding Company and the Additional Leasing Transactions

The Transition

We intend to effect the Company’s transition from an owner and operator of healthcare properties to lessor and sublessor of healthcare properties
through a series of leasing and subleasing transactions (the "Transition"). Specifically, in order to effect such transition, we seek to:

• lease to third-party operators the healthcare properties which we currently own and operate, consisting of 20 skilled nursing facilities with a total
of 2,028 operational beds and two assisted living facilities with a total of 112 operational units;

• sublease to third-party operators the healthcare properties which we do not own but currently lease and operate, consisting of six skilled nursing
facilities with a total of 872 operational beds;

• terminate one of the management agreements under which we manage for a third party, a skilled nursing facility with a total of 261 operational
beds; (as of January 1, 2015, this management agreement has been terminated);
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• continue in effect the one remaining management agreement to manage two skilled nursing facilities with a total of 249 operational beds and one
independent living facility with a total of 83 operational units.

Through the transition, the Company will take on the characteristics and general structure of a Real Estate Investment Trust ("REIT") while
proceeding with the intent toward the eventual conversion to a REIT. The Company's net operating losses will be available to offset future tax liabilities after
the transition.

In connection with the transition, we intend to reduce our financial leverage over time and adjust our capital structure by repaying certain of our
corporate level indebtedness prior to maturity, renegotiating and restructuring certain of our other corporate level indebtedness to reduce the cost of capital,
and refinancing our facility level mortgage indebtedness with lower-cost financing guaranteed by HUD.

Terms of Leases/Subleases

We seek to lease our currently-owned healthcare properties, and sublease our currently-leased healthcare properties, on a triple net basis, meaning
that the lessee (i.e., the new third-party operator of the property) is obligated under the lease or sublease, as applicable, for all liabilities of the property in
respect to insurance, taxes and facility maintenance, as well as the lease or sublease payments, as applicable. These leases are generally long-term in nature
with renewal options and annual escalation clauses.

Acquisitions and Dispositions

The Company had one skilled nursing facility entity classified as held for sale and one variable interest entity classified as held for sale at December
31, 2014 as described further below.

Acquisitions

The Company had no acquisitions during the year ended December 31, 2014.

Dispositions

The Company entered into a sublease arrangement in the fourth quarter of 2012 to exit the operations of a skilled nursing facility in Jeffersonville,
Georgia.

On February 28, 2013, the Company completed the sale of the facility known as Lincoln Lodge Retirement Residence and used the proceeds to pay
the principal balance of the mortgage note with respect to the facility of $1.9 million. The Company recognized a gain on the sale of approximately $0.1
million and cash proceeds, net of costs and debt payoff, of $0.6 million. 

On June 11, 2013, the Company completed the sale of its former Springfield, Ohio corporate office building which was sold for the approximate net
book value. The Company used the proceeds to pay off the principal balance of the mortgage note with respect to the building of approximately $0.1
million.

On June 12, 2013, the Company entered into two sublease agreements to exit the operations of two skilled nursing facilities located in Tybee Island,
Georgia effective June 30, 2013. On December 18, 2013, a sales listing agreement was executed for the 105-bed assisted living facility located in Hoover,
Alabama, which is owned by a consolidated variable interest entity. The two skilled nursing facilities located in Tybee Island, Georgia and the assisted living
facility located in Hoover, Alabama are reported as discontinued operations (see Note 11 - Discontinued Operations to our Consolidated Financial
Statements included in Part II, Item 8., "Financial Statements and Supplementary Data").

On March 31, 2014, the Company entered into a representation agreement to sell a 102-bed skilled nursing facility located in Tulsa, Oklahoma, to exit
the operations.

On July 1, 2014, the Company entered into an agreement effective July 1, 2014 to sublease a 52-bed skilled nursing facility located in Thomasville,
Georgia to a local nursing home operator.

On September 22, 2014, two wholly-owned subsidiaries of the Company entered into separate lease agreements to lease a 182-bed skilled nursing
facility located in Attalla, Alabama and a 124-bed skilled nursing facility located in Glencoe, Alabama to a local nursing home operator that commenced on
December 1, 2014.

On September 30, 2014, the lease agreement to operate a 90-bed skilled nursing facility located in Cassville, Missouri expired. The Company elected
not to renew the lease agreement consistent with its strategic plan to transition to a healthcare property holding and leasing company.

5

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Table of Contents

On October 22, 2014, two wholly-owned subsidiaries of the Company entered into separate sublease agreements that commenced on November 1, 2014
to sublease a 130-bed skilled nursing facility located in Dublin, Georgia and an 86-bed skilled nursing facility located in Lumber City, Georgia to a local
nursing home operator.

On October 29, 2014, the Company entered into separate agreements with third-party operators to: (i) lease one of our facilities, (ii) sublease three of our
facilities, and (iii) sub-sublease one of our facilities. All of the facilities are located in Ohio and the leases and subleases will commence on the first day of the
month after lessees' receipt of all licenses and other approvals from the State of Ohio to operate the facility and approval of the lease by HUD.

The results of operations and cash flows for the Jeffersonville, Georgia skilled nursing facility, the two skilled nursing facilities in Tybee Island,
Georgia, the assisted living facility in Hoover, Alabama, the skilled nursing facility in Tulsa, Oklahoma, the skilled nursing facility in Thomasville, Georgia,
the two skilled nursing facilities in Attalla, Alabama and Glencoe, Alabama, the skilled nursing facility in Cassville, Missouri, and the two skilled nursing
facilities in Dublin, Georgia and Lumber City, Georgia are reported as discontinued operations in 2014 and 2013. Current assets and liabilities of the disposal
groups are classified as such in the Consolidated Balance Sheets at December 31, 2014 and 2013 included in Part II, Item 8, "Financial Statements and
Supplementary Data."

Facility Summary

The following tables provide summary information regarding our facility composition (excluding discontinued operations) for the periods indicated:

  December 31,

  2014  2013

Cumulative number of facilities  32  39
Cumulative number of operational beds  3,605  3,908

    Number of Facilities

State  

Number of
Operational
Beds/Units  Owned  Leased  

Managed
for Third

Parties  Total

Arkansas  1,041  10  —  —  10
Georgia  1,376  3  5  1  9
North Carolina  106  1  —  —  1
Ohio  705  4  1  3  8
Oklahoma  197  2  —  —  2
South Carolina  180  2  —  —  2
Total  3,605  22  6  4  32

Facility Type           
Skilled Nursing  3,410  20  6  3  29
Assisted Living  112  2  —  —  2
Independent Living  83  —  —  1  1
Total  3,605  22  6  4  32

Leased and Subleased Facilities to Third-Party Operators

As of December 31, 2014, we have leased three owned and subleased five leased skilled nursing and rehabilitation facilities to local third-party
operators in the states of Alabama and Georgia with the operational capacity of approximately 820 operational beds.

The following table provides summary information regarding the number of operational beds at our leased and subleased facilities to third-parties as of
December 31:
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  December 31,

  2014  2013

Cumulative number of facilities leased and subleased to third-parties  8  3
Cumulative number of operational beds  820  252

    Number of Facilities Leased and Subleased to Third-Parties

State  

Number of
Operational
Beds/Units  Owned Facilities  Leased Facilities  

Total Leased and
Subleased Facilities

Alabama  304  2  —  2
Georgia  516  1  5  6

Total  820  3  5  8

Industry Trends

Consistent with our plan to transition the Company to a healthcare property holding and leasing company, the healthcare REIT industry has trended
toward owning and triple net-leasing healthcare real estate assets. Specifically, the skilled nursing segment of this industry has evolved to meet the growing
demand for post-acute and custodial healthcare services generated by an aging population, increasing life expectancies and the trend toward shifting of
patient care to lower cost settings. The growth of the senior population in the United States continues to increase healthcare costs, often faster than the
available funding from government-sponsored healthcare programs. In response, federal and state governments have adopted cost-containment measures that
encourage the treatment of patients in more cost-effective settings, such as skilled nursing facilities, for which the staffing requirements and associated costs
are often significantly lower than acute care hospitals, inpatient rehabilitation facilities and other post-acute care settings. As a result, skilled nursing
facilities are generally serving a larger population of higher acuity patients than in the past. The skilled nursing industry is large, highly fragmented, and
characterized predominantly by numerous local and regional providers. Based on a decrease in the number of skilled nursing facilities over the past few
years, we expect that the supply and demand balance in the skilled nursing industry will continue to improve due to the shift of patient care to lower cost
settings, an aging population and increasing life expectancies.

We also anticipate that, as life expectancy continues to increase in the United States, the overall demand for skilled nursing services will increase. At
present, the primary market demographic for skilled nursing services is primarily individuals age 75 and older. According to the 2010 U.S. Census, there were
over 40 million people in the United States in 2010 that are over 65 years old. The 2010 U.S. Census estimates this group is one of the fastest growing
segments of the United States population and is expected to more than double between 2000 and 2030.

We believe the skilled nursing industry has been and will continue to be impacted by several other trends. The use of long-term care insurance is
increasing among seniors as a means of planning for the costs of skilled nursing services. In addition, as a result of increased mobility in society, reduction of
average family size, and the increased number of two-wage earner couples, more seniors are looking for alternatives outside their own family for their care.

Medicaid and Medicare Reimbursement

Rising healthcare costs due to a variety of factors, including an aging population and increasing life expectancies, has generated growing demand for
post-acute healthcare services in recent years. In an effort to mitigate the cost of providing healthcare benefits, third-party payors, including Medicaid,
Medicare, managed care providers, insurance companies and others, have increasingly encouraged the treatment of patients in lower-cost care settings. As a
result, in recent years skilled nursing facilities, which typically have significantly lower cost structures than acute care hospitals and certain other post-acute
care settings, have generally been serving larger populations of higher-acuity patients than in the past. However, Medicaid and Medicare reimbursement rates
are subject to change from time to time and reduction in rates could materially and adversely impact our revenue.

Revenue derived directly or indirectly from Medicare reimbursement has historically comprised a substantial portion of our consolidated revenue.
Medicare reimbursement rates and procedures are subject to change from time to time, which could materially impact our revenue. Medicare reimburses our
skilled nursing facilities under a prospective payment system (“PPS”) for certain inpatient covered services. Under the PPS, facilities are paid a predetermined
amount per patient, per day, based on the anticipated costs of treating patients. The amount to be paid is determined by classifying each patient into a
resource utilization group (“RUG”) category that is based upon each patient’s acuity level. In October 2010, the number of RUG categories was expanded
from 53 to 66 as part of the implementation of the RUGs IV system and the introduction of a revised and substantially expanded patient assessment tool
called the Minimum Data Set, Version 3.0. Should future changes in skilled nursing facility payments reduce rates or increase the standards for reaching
certain reimbursement levels, our Medicare
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revenues could be reduced and/or our costs to provide those services could increase, with a corresponding adverse impact on our financial condition or
results of operations.

 On July 31, 2014, the Centers for Medicare & Medicaid Services ("CMS") issued its final rule outlining fiscal year 2015 Medicare payment rates for
skilled nursing facilities. CMS estimates that aggregate payments to skilled nursing facilities will increase by $750 million, or 2% for fiscal year 2015,
relative to payments in 2014. The estimated increase reflects a 2.5% market basket increase, reduced by the 0.5% multi-factor productivity (MFP) adjustment
required by the Patient Protection and Affordable Care Act (PPACA).

On July 31, 2013, CMS issued its final rule outlining fiscal year 2014 Medicare payment rates for skilled nursing facilities. CMS estimated that
aggregate payments to skilled nursing facilities would increase by $470 million, or 1.3% for fiscal year 2014, relative to payments in 2013. This estimated
increase is attributable to a 2.3% market basket increase, reduced by the 0.5% forecast error correction and further reduced by the 0.5% multi-factor
productivity adjustment (MFP) as required by PPACA. The forecast error correction is applied when the difference between the actual and projected market
basket percentage change for the most recent available fiscal year exceeds the 0.5% threshold. In its 2014 report to Congress, the Medicare Payment Advisory
Commission recommended eliminating the market basket update and reducing payments through the SNF prospective payments system.

On July 27, 2012, CMS announced a final rule updating Medicare skilled nursing facility PPS payments in fiscal year 2013. The update, a 1.8% or
$670 million increase, reflected a 2.5% market basket increase, reduced by a 0.7% MFP adjustment mandated by the PPACA. This increase was offset by the
2% sequestration reduction, which became effective April 1, 2013.

On April 1, 2014, the President signed into law the Protecting Access to Medicare Act of 2014, which averted a 24% cut in Medicare payments to
physicians and other Part B providers until March 31, 2015. In addition, this law maintains the 0.5% update for such services through December 31, 2014 and
provides a 0.0% update to the 2015 Medicare Physician Fee Schedule (MPFS) through March 31, 2015. Among other things, this law provides the framework
for implementation of a value-based purchasing program for skilled nursing facilities. Under this legislation HHS is required to develop by October 1, 2016
measures and performance standards regarding preventable hospital readmission from skilled nursing facilities. Beginning October 1, 2018, HHS will
withhold 2% of Medicare payments to all skilled nursing facilities and distribute this pool of payment to skilled nursing facilities as incentive payments for
preventing readmissions to hospitals.

The Middle Class Tax Relief and Job Creation Act of 2012 was signed into law on February 22, 2012, extending the Medicare Part B outpatient therapy
cap exceptions process through December 31, 2012. The statutory Medicare Part B outpatient therapy cap for occupational therapy (“OT”) was $1,880 for
2012, and the combined cap for physical therapy (“PT”) and speech-language pathology services (“SLP”) was also $1,880 for 2012. This is the annual per
beneficiary therapy cap amount determined for each calendar year. Similar to the therapy cap, Congress established a threshold of $3,700 for PT and SLP
services combined and another threshold of $3,700 for OT services. All therapy services rendered above the $3,700 amount are subject to manual medical
review and may be denied unless pre-approved by the provider’s Medicare Administrative Contractor. The law requires an exceptions process to the therapy
cap that allows providers to receive payment from Medicare for medically necessary therapy services above the therapy cap amount. Beginning October 1,
2012, some therapy providers may submit requests for exceptions (pre-approval for up to 20 therapy treatment days for beneficiaries at or above the $3,700
threshold) to avoid denial of claims for services above the threshold amount. The $3,700 figure is the defined threshold that triggers the provision for an
exception request. Prior to October 1, 2012, there was no provision for an exception request when the threshold was exceeded.

On January 2, 2013, the President signed the American Taxpayer Relief Act of 2012 into law. This statute creates a Commission of Long Term Care, the
goal of which is to develop a plan for the establishment, implementation, and financing of a comprehensive, coordinated, and high-quality system that
ensures the availability of recommendations from this commission may have an impact on coverage and payment for our services.

Should future changes in PPS include further reduced rates or increased standards for reaching certain reimbursement levels (including as a result of
automatic cuts tied to federal deficit cut efforts or otherwise), our Medicare revenues derived from our skilled nursing facilities) could be reduced, with a
corresponding adverse impact on our financial condition or results of operation.We also derive a substantial portion of our consolidated revenue from
Medicaid reimbursement, primarily through our skilled nursing business. Medicaid programs are administered by the applicable states and financed by both
state and federal funds. Medicaid spending nationally has increased significantly in recent years, becoming an increasingly significant component of state
budgets. This, combined with slower state revenue growth and other state budget demands, has led both the federal government and state governments to
institute measures aimed at controlling the growth of Medicaid spending (and in some instances reducing it).
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Historically, adjustments to reimbursement under Medicare and Medicaid have had a significant effect on our revenue and results of operations.
Recently enacted, pending and proposed legislation and administrative rulemaking at the federal and state levels could have similar effects on our business.
Efforts to impose reduced reimbursement rates, greater discounts and more stringent cost controls by government and other payors are expected to continue
for the foreseeable future and could adversely affect our business, financial condition and results of operations. Additionally, any delay or default by the
federal or state governments in making Medicare and/or Medicaid reimbursement payments could materially and adversely affect our business, financial
condition and results of operations.

Regulatory Matters. Laws and regulations governing Federal Medicare and state Medicaid programs are complex and subject to interpretation.
Compliance with such laws and regulations can be subject to future governmental review and interpretation as well as significant regulatory action including
fines, penalties, and exclusion from certain governmental programs.

The regulatory environment within the skilled nursing industry continues to intensify in the amount and type of laws and regulations affecting it. In
addition to this changing regulatory environment, federal, state and local officials are increasingly focusing their efforts on the enforcement of these laws. In
order to operate our business, we must comply with federal, state and local laws relating to licensure, delivery and adequacy of medical care, equipment,
personnel, operating policies, fire prevention, rate-setting, billing and reimbursement, building codes and environmental protection. Additionally, we must
also adhere to the anti-kickback laws, physician referral laws, and safety and health standards set by the Occupational Safety and Health Administration
(OSHA). Changes in the laws or new interpretations of existing laws may have an adverse impact on our methods and costs of doing business.

Our operations are also subject to various regulations and licensing requirements promulgated by state and local health and social service agencies and
other regulatory authorities. Requirements vary from state to state and these requirements can affect, among other things, personnel education and training,
patient and personnel records, services, staffing levels, monitoring of patient wellness, patient furnishings, housekeeping services, dietary requirements,
emergency plans and procedures, certification and licensing of staff prior to beginning employment, and patient rights.

On October 6, 2014, the President signed into law the Improving Medicare Post-Acute Care Transformation Act of 2014. This legislation requires post-
acute care providers, such as skilled nursing facilities, to report standardized patient assessment data, data on quality measures, and data on resource use and
other measures, and directs HHS to provide feedback reports to providers and arrange for public reporting of provider performance on the reported data. Post-
acute care providers that do not report such data will have their Medicare payments reduced.

CMS also recently announced a proposed post-acute care provider initiative. CMS proposes to expand and strengthen the Five Star Quality Rating
System for nursing homes to improve consumer information about quality measures at individual nursing homes.

In December 2010, the Office of Inspector General released a report entitled “Questionable Billing by Skilled Nursing Facilities.” The report examined
the billing practices of skilled nursing facilities based on Medicare Part A claims from 2006 to 2008 and found, among other things, that for-profit skilled
nursing facilities were more likely to bill for higher paying therapy RUGs, particularly in the ultra-high therapy categories, than government and not-for-
profit operators. It also found that for-profit skilled nursing facilities showed a higher incidence of patients using RUGs with higher activities of daily living
(ADL) scores, and had a “long” average length of stay among Part A beneficiaries, compared to their government and not-for-profit counterparts. The OIG
recommended that CMS vigilantly monitor overall payments to skilled nursing facilities, adjust RUG rates annually, change the method for determining how
much therapy is needed to ensure appropriate payments and conduct additional reviews for skilled nursing operators that exceed certain thresholds for higher
paying therapy RUGs. CMS concurred with and agreed to take action on three of the four recommendations, declining only to change the methodology for
assessing a patient's therapy needs. The OIG issued a separate memorandum to CMS listing 384 specific facilities that the OIG had identified as being in the
top one percent for use of ultra-high therapy, RUGs with high ADL scores, or “long” average lengths of stay, and CMS agreed to forward the list to the
appropriate fiscal intermediaries or other contractors for follow up. Although we believe our billing practices are consistent with applicable law and CMS
requirements, we cannot predict the extent to which the OIG's recommendations to CMS will be implemented and, what effect, if any, such proposals would
have on us. These efforts may place us under greater scrutiny with the OIG, CMS, our fiscal intermediaries, recovery audit contractors and others, as well as
other government agencies, unions, advocacy groups and others who seek to pursue their own mandates and agendas. In its fiscal year 2014 work plan, OIG
specifically stated that it will continue to study and report on questionable Part A and Part B billing practices among skilled nursing facilities. Also,
according to its 2015 work plan, OIG has identified reducing waste in Medicare Parts A and ensuring quality, including in nursing home care as top
management challenges facing OIG. Efforts by officials and others to make or advocate for any increase in regulatory monitoring and oversight, adversely
change RUG rates, revise methodologies for assessing and treating patients, or conduct more frequent or
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intense reviews of our treatment and billing practices, could reduce our reimbursement, increase our costs of doing business and otherwise adversely affect
our business, financial condition and results of operations.

Health Reform Legislation. Although the federal government has delayed the employer mandate provision of the PPACA, October 1, 2013 was the
deadline for employers to provide a notice of health care coverage options to their employees. Generally, the notice informs the employee of the new health
insurance marketplace, a description of services, how to contact the marketplace and other additional required information. Employers covered by the Fair
Labor Standards Act (“FLSA”) must distribute the required notice to all employees, regardless of plan enrollment status or whether the employees are full or
part time. By October 1, 2013, all employers covered by the FLSA were required to provide current employees with the notice. Starting October 1, 2013, each
new hire must also receive the notice within 14 days of the employee’s start date.

On December 26, 2013, the President signed into law the Pathway for SGR (Medicare Sustainable Growth Rate) Reform Act of 2013. This new law
prevents a scheduled payment reduction for physicians and other practitioners who treat Medicare patients from taking effect on January 1, 2014, as was
scheduled, and provides for a 0.5 percent increase for services through March 31, 2014.

HIPAA. On January 25, 2013, the HHS promulgated new HIPAA privacy, security, and enforcement regulations, which increase significantly the
penalties and enforcement practices of HHS regarding HIPAA violations. The new HIPAA regulations are effective as of March 26, 2013, and compliance was
required by September 23, 2013.

Revenue Sources

Total Revenue by Payor Sources.    We derive revenue primarily from the Medicaid and Medicare programs, private pay patients and managed care
payors. Medicaid typically covers patients that require standard custodial services and provides reimbursement rates that are generally lower than rates
earned from other sources. We monitor our patient mix, which is the percentage of non-Medicaid revenue from each of our facilities, to measure the level
received from each payor across each of our business units.

Medicaid.    Medicaid is a state-administered program financed by state funds and matching federal funds. Medicaid programs are administered by the
states and their political subdivisions. Medicaid programs generally provide health benefits for qualifying individuals and may supplement Medicare
benefits for financially needy persons aged 65 and older. Medicaid reimbursement formulas are established by each state with the approval of the federal
government in accordance with federal guidelines. Seniors who enter skilled nursing facilities as private pay clients can become eligible for Medicaid once
they have substantially depleted their assets. Medicaid is the largest source of funding for skilled nursing home facilities.

Medicare.    Medicare is a federal program that provides healthcare benefits to individuals who are 65 years of age or older or are disabled. To achieve
and maintain Medicare certification, a skilled nursing facility must meet the CMS, "Conditions of Participation," on an ongoing basis, as determined in
periodic facility inspections or surveys conducted primarily by the state licensing agency in the state where the facility is located. Medicare pays for
inpatient skilled nursing facility healthcare services under the prospective payment system. The prospective payment for each beneficiary is based upon the
medical condition of, and care needed by, the beneficiary. Medicare skilled nursing facility coverage is limited to 100 days per episode of illness for those
beneficiaries who require daily care following discharge from an acute care hospital.

Managed Care and Private Insurance.    Managed care patients consist of individuals who are insured by a third-party entity, typically a senior-
focused health maintenance organization ("HMO") plan, or who are Medicare beneficiaries who have assigned their Medicare benefits to a senior-focused
HMO plan. Another type of insurance, long-term care insurance, is also becoming more widely available to consumers, but is not expected to contribute
significantly to industry revenues in the near term.

Private and Other Payors.    Private and other payors consist primarily of individuals, family members or other third parties who directly pay for the
services we provide.

Billing and Reimbursement.    Our revenues from government payors, including Medicare and state Medicaid agencies, is subject to retroactive
adjustments in the form of claimed overpayments and underpayments based on rate adjustments and asserted billing and reimbursement errors. We believe
billing and reimbursement errors, disagreements, overpayments and underpayments are common in our industry, and we are regularly engaged with
government payors and their fiscal intermediaries in reviews, audits and appeals of our claims for reimbursement due to the subjectivity inherent in the
processes related to patient diagnosis and care, recordkeeping, claims processing and other aspects of the patient service and reimbursement processes, and
the errors and disagreements those subjectivities can produce.

Management fees.     Management fee revenues are received under various contractual agreements with third-party companies.
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Rental Revenue. Rental revenue is received under contractual agreements for the leasing of our facilities. The Company, as lessor, makes a
determination with respect to each of its leases whether they should be accounted for as operating leases. The Company recognizes rental revenues on a
straight-line basis over the term of the lease when collectibility is reasonably assured. Differences between rental income earned and amounts due under the
lease are charged or credited, as applicable, to straight-line rent receivable, net. Payments received under operating leases are accounted for in the statements
of operations as rental revenue for actual rent collected plus or minus a straight-line adjustment for estimated minimum lease escalators.

We employ accounting, reimbursement and compliance specialists who assist our clerical, clinical and rehabilitation staffs in the preparation of claims
and supporting documentation, regularly monitor billing and reimbursement practices within our facilities, and assist with the appeal of overpayment and
recoupment claims by governmental, fiscal intermediary and other auditors and reviewers. The table below sets forth our annual revenue by payor source
during the years ended December 31, 2014 and 2013.

 Year Ended December 31,

Annual Revenue by Payor (000's)  2014  2013

Medicaid  $ 96,491  $ 95,583
Medicare  62,696  57,015
Other  30,802  30,179
Management fees  1,493  2,097
Rental revenue  $ 1,832  $ 876

Total  $ 193,314  $ 185,750

Competition

Our ability to compete successfully varies from location to location and depends on a number of factors, including the number of competing facilities
in the local market, the types of services available, our local reputation for quality care of patients, the commitment and expertise of our staff and physicians,
our local service offerings and treatment programs, the cost of care in each locality, and the physical appearance, location, age and condition of our facilities.
We are in a competitive, yet fragmented, industry. While there are several national and regional companies that provide skilled nursing services, our primary
source of competition is the smaller regional and local operators and third party facility management companies. There is limited, if any, price competition
with respect to Medicaid and Medicare patients, since revenues for services to such patients are strictly controlled and are based on fixed rates and cost
reimbursement principles. Our competitors include assisted living communities and other retirement facilities and communities, home health care agencies,
skilled nursing facilities and convalescent centers, some of which operate on a not-for-profit or charitable basis.

We seek to compete effectively in each market by establishing a reputation within the local community for quality of care, attractive and comfortable
facilities, and providing specialized healthcare with an ability to care for high-acuity patients. We believe that the average cost to a third-party payor for the
treatment of our typical high-acuity patient is lower if that patient is treated in one of our skilled nursing facilities than if that same patient were to be treated
in an inpatient rehabilitation facility or long-term acutecare hospital. The skilled nursing facilities operated by us compete with other facilities in their
respective markets, including rehabilitation hospitals and other "skilled" and personal care residential facilities. In addition, our facilities also face
competition for employees.

As announced in July 2014, our Board approved a strategic plan to transition the Company to a healthcare property holding and leasing company.
Through a series of leasing and sublease transactions, the Company will transition to third-parties the operations of the Company’s currently owned and
operated healthcare facilities, which are principally skilled nursing facilities.The Company is focused on the ownership, acquisition and leasing of healthcare
related properties. This strategy in essence minimizes certain competitive forces and provides a more consistent and predictable stream of income to the
Company.

Increased competition could limit our ability to attract and retain patients, maintain or increase rates or to expand our business. Many of our
competitors have greater financial and other resources than we have, may have greater brand recognition and may be more established in their respective
communities than we are. Competing companies may also offer newer facilities or different programs or services than we do and may as a result be more
attractive to our current patients, to potential patients and to referral sources. Some of our competitors may accept lower profit margins than we do, which
could present significant price competition, particularly for managed care and private pay patients.

Government Regulation
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The health care industry is subject to numerous laws and regulations of federal, state and local governments. These laws and regulations include, but
are not necessarily limited to, matters such as licensure, accreditation, government health care program participation requirements, reimbursement for patient
services, certificates of need, quality of patient care and Medicaid and Medicare fraud and abuse. Over the last several years, government activity has
increased with respect to investigations and allegations concerning possible violations by health care providers of fraud and abuse statutes and regulations as
well as laws and regulations governing quality of care issues in the skilled nursing profession in general. Violations of these laws and regulations could result
in exclusion from government health care programs together with the imposition of significant fines and penalties, as well as significant repayments for
patient services previously billed. Compliance with such laws and regulations is subject to ongoing government review and interpretation, as well as
regulatory actions in which government agencies seek to impose fines and penalties.

Licensure and Certification.    Certain states administer a certificate of need program, which applies to the incurrence of capital expenditures, the
offering of certain new institutional health services, the cessation of certain services and the acquisition of major medical equipment. Such legislation also
stipulates requirements for such programs, including that each program be consistent with the respective state health plan in effect pursuant to such
legislation and provide for penalties to enforce program requirements. To the extent that certificates of need or other similar approvals are required for
expansion of our operations, either through acquisitions, expansion or provision of new services or other changes, such expansion could be affected
adversely by the failure or inability to obtain the necessary approvals, changes in the standards applicable to such approvals or possible delays and expenses
associated with obtaining such approvals.

Skilled nursing and assisted living facilities are required to be individually licensed or certified under applicable state law and as a condition of
participation under the Medicare program. In addition, healthcare professionals and practitioners are required to be licensed in most states. We believe that
our operating companies and personnel that provide these services have all required regulatory approvals necessary for our current operations. The failure to
obtain, retain or renew any required license could adversely affect our operations, including our financial results.

Health Reform Legislation.    In recent years, there have been numerous initiatives on the federal and state levels for comprehensive reforms affecting
the payment for, the availability of and reimbursement for healthcare services in the United States. These initiatives have ranged from proposals to
fundamentally change federal and state healthcare reimbursement programs, including the provision of comprehensive healthcare coverage to the public
under governmental funded programs, to minor modifications to existing programs. PPACA, which was passed in 2010 and has implementation timing and
costs and regulatory implications that are still uncertain in many respects, is among the most comprehensive and notable of these legislative efforts, and its
full effects on us and others in our industry are still in many ways difficult to predict. The content or timing of any future health reform legislation, and its
impact on us, is impossible to predict. If significant reforms are made to the U.S. healthcare system, those reforms may have an adverse effect on our business,
financial condition and results of operations.

While many of the provisions of PPACA will not take effect for several years or are subject to further refinement through the promulgation of
regulations, some key provisions of PPACA are presently effective include the following:

• Enhanced CMPs and Escrow Provisions.   PPACA includes expanded civil monetary penalty ("CMP") and related provisions applicable to all
Medicaid and Medicare providers. CMS rules adopted to implement applicable provisions of PPACA also provide that assessed CMPs may be collected
and placed in whole or in part into an escrow account pending final disposition of the applicable administrative and judicial appeals process. To the
extent our businesses are assessed large CMPs that are collected and placed into an escrow account pending lengthy appeals, such actions could
adversely affect our business, financial condition and results of operations.

• Nursing Home Transparency Requirements.   In addition to expanded CMP provisions, PPACA imposes new transparency requirements for Medicare-
participating nursing facilities. In addition to previously required disclosures regarding a facility's owners, management, and secured creditors, PPACA
expanded the required disclosures to include information regarding the facility's organizational structure, additional information on officers, directors,
trustees, and "managing employees" of the facility (including their names, titles, and start dates of services), and information regarding certain parties
affiliated with the facility. The transparency provisions could result in the potential for greater government scrutiny and oversight of the ownership and
investment structure for skilled nursing facilities, as well as more extensive disclosure of entities and individuals that comprise part of skilled nursing
facilities' ownership and management structure.

• Suspension of Payments During Pending Fraud Investigations.   PPACA provides the federal government with expanded authority to suspend
Medicaid and Medicare payments if a provider is investigated for allegations or issues of fraud. This suspension authority creates a new mechanism for
the federal government to suspend both Medicaid and Medicare payments for allegations of fraud, independent of whether a state exercises its authority
to suspend Medicaid payments pending a fraud
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investigation. To the extent the suspension of payment provision is applied to one of our businesses for allegations of fraud, such a suspension could
adversely affect our business, financial condition and results of operations.

• Overpayment Reporting and Repayment; Expanded False Claims Act Liability.   PPACA enacted several important changes that expand potential
liability under the federal False Claims Act. Overpayments related to services provided to both Medicaid and Medicare beneficiaries must be reported
and returned to the applicable payor within specified deadlines, or else they are considered obligations of the provider for purposes of the federal False
Claims Act. This new provision substantially tightens the repayment and reporting requirements generally associated with the operations of health care
providers to avoid False Claims Act exposure.

• Home and Community Based Services.   PPACA provides that states can provide home and community-based attendant services and support through the
Community First Choice State plan option. States choosing to provide home and community-based services under this option must make them
available to assist with activities of daily living, instrumental activities of daily living and health-related tasks under a plan of care agreed upon by the
individual and his/her representative. For states that elect to make coverage of home and community-based services available through the community
First Choice State plan option, the percentage of the state's Medicaid expenses paid by the federal government will increase by six percentage points.
PPACA also includes additional measures related to the expansion of community and home-based services and authorizes states to expand coverage of
community and home-based services to individuals who would not otherwise be eligible for them. The expansion of home and community-based
services could reduce the demand for the facility-based services that we provide.

• Health Care-Acquired Conditions.   PPACA provides that the Secretary of Department of Health and Human Services ("DHHS") must prohibit payments
to states for any amounts expended for providing medical assistance for certain medical conditions acquired during the patient's receipt of health care
services. CMS adopted a final rule to implement this provision of PPACA in the third quarter of 2011. The rule prohibits states from making payments
to providers under the Medicaid program for conditions that are deemed to be reasonably preventable. It uses Medicare's list of preventable conditions
in inpatient hospital settings as the base (adjusted for the differences in the Medicaid and Medicare populations) and provides states the flexibility to
identify additional preventable conditions and settings for which Medicaid payments will be denied.

• Value-Based Purchasing.   PPACA requires the DHHS to develop a plan to implement a value-based purchasing ("VBP") program for payments under
the Medicare program for skilled nursing facilities and to submit a report containing the plan to Congress. The intent of the provision is to potentially
reconfigure how Medicare pays for health care services, moving the program towards rewarding better value, outcomes, and innovations, instead of
volume. According to the plan submitted to Congress in June 2012, the funding for the VBP program could come out of payment withholds from poor-
performing skilled nursing facilities or by holding back a portion of the base payment rate or the annual update for all skilled nursing facilities. If a VBP
program is ultimately implemented, it is uncertain what effect it would have upon skilled nursing facilities, but its funding or other provisions could
negatively affect them.

• Voluntary Pilot Program - Bundled Payments. To support the policies of making all providers responsible during an episode of care and rewarding
value over volume, HHS will establish, test and evaluate alternative payment methodologies for Medicare services through a five-year, national,
voluntary pilot program starting in 2013. This program will provide incentives for providers to coordinate patient care across the continuum and to be
jointly accountable for an entire episode of care centered around a hospitalization. HHS will develop qualifying provider payment methods that may
include bundled payments and bids from entities for episodes of care that begins three days prior to hospitalization and spans 30 to 90 days following
discharge. Payments for items and services cannot result in spending more than would otherwise be expended for such entities if the pilot program were
not implemented. Payment arrangements among providers participating in the bundled payment must navigate regulatory compliance under the Anti-
kickback Law, the Stark Law and the Civil Monetary Penalties Law and the related waivers. This pilot program may expand in 2016 if expansion would
reduce Medicare spending without also reducing quality of care.

• Anti-Kickback Statute Amendments.  PPACA amended the Anti-Kickback Statute so that: (i) a claim that includes items or services violating the Anti-
Kickback Statute also would constitute a false or fraudulent claim under the federal False Claims Act; and (ii) the intent required to violate the Anti-
Kickback Statute is lowered such that a person need not have actual knowledge or specific intent to violate the Anti-Kickback Statute in order for a
violation to be deemed to have occurred. These modifications of the Anti-Kickback Statute could expose us to greater risk of inadvertent violations of
the statute and to related liability under the federal False Claims Act.

• Accountable Care Organizations.  PPACA authorized CMS to enter into contracts with Accountable Care Organizations (ACOs), which are entities of
providers and suppliers organized to deliver services to Medicare beneficiaries and eligible to
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receive a share of any cost savings the entity can achieve by delivering services to those beneficiaries at a cost below a set baseline and with sufficient
quality of care. CMS recently finalized regulations to implement the ACO initiative. The widespread adoption of ACO payment methodologies in the
Medicare program, and in other programs and payors, could impact our operations and reimbursement for our services. On January 26, 2015, CMS
announced its goal to have 30% of Medicare payments for quality and value through alternative payment models such as ACOs or bundled payments
by 2016 and up to 50% by the end of 2018.

On June 28, 2012, the United States Supreme Court ruled that the enactment of PPACA did not violate the Constitution of the United States. This
ruling permits the implementation of most of the provisions of PPACA to proceed. The provisions of PPACA discussed above are examples of recently
enacted federal health reform provisions that we believe may have a material impact on the long-term care profession generally and on our business.
However, the foregoing discussion is not intended to constitute, nor does it constitute, an exhaustive review and discussion of PPACA. It is possible that
other provisions of PPACA may be interpreted, clarified, or applied to our businesses in ways that could have a material impact on our business, financial
condition and results of operations. Similar federal and/or state legislation that may be adopted in the future could have similar effects.

In addition, we incur considerable administrative costs in monitoring the changes made within the various reimbursement programs in which we
participate, determining the appropriate actions to be taken in response to those changes, and implementing the required actions to meet the new
requirements and minimize the repercussions of the changes to our organization, reimbursement rates and costs.

Medicare and Medicaid.    Medicare is a federally-funded and administered health insurance program for the aged and for certain chronically disabled
individuals. Part A of the Medicare program covers inpatient hospital services and certain services furnished by other institutional providers such as skilled
nursing facilities. Part B of the Medicare program covers the services of doctors, suppliers of medical items, various types of outpatient services and certain
ancillary services of the type provided by long-term and acute care facilities. Medicare payments under Part A and Part B are subject to certain caps and
limitations, as provided in Medicare regulations. Medicare benefits are not available for intermediate and custodial levels of nursing center care or for
assisted living center arrangements.

Medicaid is a medical assistance program for the indigent, operated by individual states with financial participation by the federal government. Criteria
for medical indigence and available Medicaid benefits and rates of payment vary somewhat from state to state, subject to certain federal requirements. Basic
long-term care services are provided to Medicaid beneficiaries, including nursing, dietary, housekeeping and laundry, restorative health care services, room
and board and medications. Federal law requires that a state Medicaid program must provide for a public process for determination of Medicaid rates of
payment for nursing center services. Under this process, proposed rates, the methodologies underlying the establishment of such rates and the justification for
the proposed rates are published. This public process gives providers, beneficiaries and concerned state patients a reasonable opportunity for review and
comment. Certain of the states in which we now operate are actively seeking ways to reduce Medicaid spending for nursing center care by such methods as
capitated payments and substantial reductions in reimbursement rates.

As a component of CMS administration of the government's reimbursement programs, a new ratings system was implemented in December 2008 to
assist the public in choosing a skilled care provider. The system is an attempt to simplify all the data for each nursing center to a "Star" ranking. The overall
Star rating is determined by three components (three years survey results, quality measure calculations, and staffing data), with each of the components
receiving star rankings as well. CMS proposes to expand and strengthen the Five Star Quality Rating System for nursing homes to improve consumer
information about quality measures at individual nursing homes. We will continue to strive to achieve high rankings for our facilities, as well as assuring that
our rankings are correct and appropriately reflect our quality results.

Health Insurance Portability and Accountability Act of 1996 Compliance.    There are numerous legislative and regulatory requirements at the federal
and state levels addressing patient privacy and security of health information. The Health Insurance Portability and Accountability Act of 1996 ("HIPAA")
contains provisions that require us to adopt and maintain business procedures designed to protect the privacy, security and integrity of patients' individual
health information. States also have laws that apply to the privacy of healthcare information. We must comply with these state privacy laws to the extent that
they are more protective of healthcare information or provide additional protections not afforded by HIPAA. HIPAA's security standards were designed to
protect electronic information against reasonably anticipated threats or hazards to the security or integrity of the information and to protect the information
against unauthorized use or disclosure. These standards have had and are expected to continue to have a significant impact on the health care industry
because they impose extensive requirements and restrictions on the use and disclosure of identifiable patient information. In addition, HIPAA established
uniform standards governing the conduct of certain electronic healthcare transactions and protecting the privacy and security of individually identifiable
health information. The Health Information Technology for Clinical Health Act of 2009 expanded the requirements
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and noncompliance penalties under HIPAA and requires correspondingly intensive compliance efforts by companies such as ours, including self-disclosures
of breaches of unsecured health information to affected patients, federal officials, and, in some cases, the media.

On January 25, 2013, the DHHS promulgated new HIPAA privacy, security, and enforcement regulations, which increase significantly the penalties and
enforcement practices of the Department regarding HIPAA violations. We implemented or upgraded computer and information systems as we believe
necessary to comply with the new regulations. We believe that we are in substantial compliance with applicable state and federal regulations relating to
privacy and security of patient information. However, if we fail to comply with the applicable regulations, we could be subject to significant penalties.

On January 25, 2013, the DHHS promulgated new HIPAA privacy, security, and enforcement regulations, which increase significantly the penalties and
enforcement practices of DHHS regarding HIPAA violations. The new HIPAA regulations are effective as of March 26, 2013, and compliance was required by
September 23, 2013.

Antitrust Laws.   We are also subject to federal and state antitrust laws. Enforcement of the antitrust laws against healthcare providers is common, and
antitrust liability may arise in a wide variety of circumstances, including third party contracting, physician relations, joint venture, merger, affiliation and
acquisition activities. In some respects, the application of federal and state antitrust laws to healthcare is still evolving, and enforcement activity by federal
and state agencies appears to be increasing. At various times, healthcare providers and insurance and managed care organizations may be subject to an
investigation by a governmental agency charged with the enforcement of antitrust laws, or may be subject to administrative or judicial action by a federal or
state agency or a private party. Violators of the antitrust laws could be subject to criminal and civil enforcement by federal and state agencies, as well as by
private litigants.

Transition. As our Company transitions to a concentrated healthcare property holding and leasing company, the impact of certain government
regulations to us may change. Specifically, the third-party operators of the Company’s currently owned and operated healthcare facilities will take on the
responsibility for such government regulation compliance as it relates to the specific operations.

Employees

As of December 31, 2014, excluding discontinued operations, we had approximately 3,414 total employees of which 2,494 were full-time employees.

Item 1A.    Risk Factors

        The following are certain risk factors that could affect our business, operations and financial condition. These risk factors should be considered in
connection with evaluating the forward-looking statements contained in this Annual Report because these factors could cause the actual results and
conditions to differ materially from those projected in forward-looking statements. This section does not describe all risks applicable to our business, and
we intend it only as a summary of certain material factors. If any of the following risks actually occur, our business, financial condition or results of
operations could be negatively affected. In that case, the trading price of our common stock and our Series A Preferred Stock could decline.

Risks Related to Us and Our Operations as an Operator of Healthcare Facilities

Health care reform may affect our profitability and may require us to change the way our business is conducted.

Health care is an area of extensive and frequent regulatory change. The manner and the extent to which health care is regulated at the federal and state
level is evolving. Changes in the laws or new interpretations of existing laws may have a significant effect on our methods and costs of doing business. Our
success will depend partially on our ability to satisfy the applicable regulations and requirements and to procure and maintain required licenses. Our
operations could also be adversely affected by, among other things, regulatory developments such as mandatory increases in the scope and quality of care
given to the residents and revisions in licensing and certification standards. We are and will continue to be subject to varying degrees of regulation and
licensing by health or social service agencies. We believe that our operations do not presently violate any existing federal or state laws, but we make no
assurances that federal, state, or local laws or regulatory procedures which might adversely affect our business, financial condition, results of operations or
prospects will not be expanded or imposed. A failure to comply with applicable requirements could cause us to be fined or could cause the cessation of our
business, which would have a material adverse effect on our Company.

In March 2010, the PPACA and the Health Care and Education Reconciliation Act of 2010 were signed into law. Together, these two measures make
the most sweeping changes to the U.S. health care system since the creation of Medicaid and Medicare. These new laws include a large number of health care
related provisions scheduled to take effect over the next four years, including expanding Medicaid eligibility, requiring most individuals to have health
insurance, establishing new
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regulations on health plans, establishing health insurance exchanges and modifying certain payment systems to encourage more cost-effective care and a
reduction of inefficiencies and waste, including new tools to address fraud and abuse. As the implementation of, and rulemaking with respect to, these
measures is ongoing, we are unable to accurately predict the effect these laws or any future legislation or regulation will have on us or our operations,
including future reimbursement rates and occupancy in our inpatient facilities.

Our business depends on reimbursement under federal and state programs, and federal and state legislation or other changes to reimbursement and other
aspects of Medicaid and Medicare may reduce or otherwise adversely affect reimbursement amounts.

A substantial portion of our revenue is derived from third-party payors, including Medicaid and Medicare programs. Our business, financial condition,
results of operations and prospects would be adversely affected in the event that reimbursement rates under these programs are reduced or rise more slowly
than the rate at which our costs increase or if there are changes in the way these programs pay for services. For example, services for which we are currently
reimbursed by Medicaid and Medicare may not continue to be reimbursed at adequate levels or at all, or further limits on the scope of services being
reimbursed, delays or reductions in reimbursement or changes in other aspects of reimbursement could occur, each of which could adversely impact our
business, financial condition, results of operations and prospects.

The Medicaid and Medicare programs are subject to statutory and regulatory changes affecting, among other things, base rates or basis of payment,
retroactive rate adjustments, annual caps that limit the amount that can be paid (including deductible and coinsurance amounts) for rehabilitation therapy
services rendered to Medicare beneficiaries, administrative or executive orders and government funding restrictions, all of which may materially adversely
affect the rates and frequency at which these programs reimburse us for our services.

On August 2, 2011, the President signed into law the Budget Control Act of 2011 (the "Budget Control Act"), which raised the debt ceiling and put into
effect a series of actions for deficit reduction. The Budget Control Act created a Congressional Joint Select Committee on Deficit Reduction (the
"Committee") that was tasked with proposing additional deficit reduction of at least $1.5 trillion over ten years. As the Committee was unable to achieve its
targeted savings, this regulation triggered automatic reductions in discretionary and mandatory spending, or budget sequestration, starting in 2013,
including reductions of not more than 2% to payments to Medicare providers. We are unable to accurately predict the impact these automatic and potential
reductions will have on our business, and those reductions could materially adversely affect our business, financial condition, results of operations and
prospects.

Federal governmental proposals could limit the states' use of provider tax programs to generate revenue for their Medicaid expenditures, which could
result in a reduction in our reimbursement rates under Medicaid. To generate funds to pay for the increasing costs of the Medicaid program, many states
utilize financial arrangements commonly referred to as "provider taxes." Under provider tax arrangements, states collect taxes from healthcare providers and
then use the revenue to pay the providers as a Medicaid expenditure, which allows the states to then claim additional federal matching funds on the
additional reimbursements. Current federal law provides for a cap on the maximum allowable provider tax as a percentage of the provider's total revenue.
There is no assurance that federal law will continue to provide matching federal funds on state Medicaid expenditures funded through provider taxes, or that
the current caps on provider taxes will not be reduced. Any discontinuance or reduction in federal matching of provider tax-related Medicaid expenditures
could have a significant and adverse effect on states' Medicaid expenditures and, as a result, could have a material and adverse effect on our business,
financial condition, results of operations and prospects.

We cannot currently estimate the magnitude of the potential Medicaid and Medicare rate or payment reductions, the impact of the failure of these
programs to increase rates to match increasing expenses or the impact on us of potential Medicaid and Medicare policy changes, but they may be material to
our operations and affect our future results of operations. We are unable to accurately predict whether future Medicaid and Medicare rates and payments will
be sufficient to cover our costs. Future Medicaid and Medicare rate declines or a failure of these rates or payments to cover our costs could result in our
experiencing materially lower earnings or losses.

We conduct business in a heavily regulated industry, and changes in, or violations of, regulations may result in increased costs or sanctions that reduce our
revenue and profitability.

As a result of our participation in the Medicaid and Medicare programs, we are subject to, in the ordinary course of business, various governmental
reviews, inquiries, investigations and audits by federal and state agencies to verify our compliance with these programs and laws and regulations applicable
to the operation of, and reimbursement for, skilled nursing and assisted living facilities and our other operating areas. These regulations include those
relating to licensure, conduct of operations, ownership of facilities, construction of new facilities and additions to existing facilities, allowable costs, services
and prices for services.
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Recently, the federal government has imposed extensive enforcement policies resulting in a significant increase in the number of inspections, citations
of regulatory deficiencies and other regulatory sanctions, including terminations from the Medicaid and Medicare programs, denials of payment for new
Medicaid and Medicare admissions and civil monetary penalties. If we fail to comply, or are perceived as failing to comply, with the extensive laws and
regulations applicable to our industry, then we may become ineligible to receive government program reimbursement, be required to refund amounts
received from Medicare, Medicaid or private payors, suffer civil or criminal penalties, suffer damage to our reputation or be required to significantly change
the way we operate our business.

We operate in multiple states and the applicable regulatory provisions in each state are subject to changes over time. We continue to monitor state
regulatory provisions applicable to our business to facilitate compliance with any revised or newly issued rules and policies.

Federal and state healthcare fraud and abuse laws regulate both the provision of services to government program beneficiaries and the methods and
requirements for submitting claims for services rendered to such beneficiaries. Under these laws, individuals and organizations can be penalized for
submitting claims for services that are not provided, that have been inadequately provided, billed in an incorrect manner or other than as actually provided,
not medically necessary, provided by an improper person, accompanied by an illegal inducement to utilize or refrain from utilizing a service or product, or
billed or coded in a manner that does not otherwise comply with applicable governmental requirements. Penalties also may be imposed for violation of anti-
kickback and patient referral laws.

Federal and state governments have a range of criminal, civil and administrative sanctions available to penalize and remediate healthcare fraud and
abuse, including exclusion of the provider from participation in the Medicaid and Medicare programs, fines, criminal and civil monetary penalties and
suspension of payments and, in the case of individuals, imprisonment. We also are subject to potential lawsuits under a federal whistleblower statute
designed to combat fraud and abuse in the health care industry. These lawsuits can involve significant monetary awards to private plaintiffs who successfully
bring these suits.

We believe that we maintain and follow policies and procedures that are sufficient to ensure that our facilities will operate in substantial compliance
with these anti-fraud and abuse requirements and other Medicaid and Medicare program criteria. While we believe that our business practices are consistent
with Medicaid and Medicare criteria, those criteria are often vague and subject to change and interpretation.

We are unable to accurately predict the future course of federal, state and local regulation or legislation, including Medicaid and Medicare statutes and
regulations, or the intensity of federal and state enforcement actions. An adverse review, inquiry, investigation or audit could result in:

• an obligation to refund amounts previously paid to us pursuant to the Medicare or Medicaid programs or from private payors, in amounts that could
be material to our business;

• state or federal agencies imposing fines, penalties and other sanctions on us;

• loss of our right to participate in the Medicare or Medicaid programs or one or more private payor networks;

• an increase in private litigation against us; and

• harm to our reputation in various markets.

An expanded federal program is underway to recover Medicare overpayments.

The Medicare Modernization Act of 2003 established a three year demonstration project to recover overpayments and identify underpayments on
Medicare claims from hospitals, skilled nursing facilities and home health agencies through a review of claims previously paid by Medicare beginning in
October, 2007. Medicare contracted nationwide with third parties known as Recovery Audit Contractors ("RAC") to conduct these reviews commonly
referred to as RAC Audits. Due to the success of the program, the Tax Relief and Health Care Act of 2006 made the program permanent and mandated its
expansion to all 50 states in 2010. We are also subject to other audits under various government programs, including Zone Program Integrity Contractors,
Program Safeguard Contractors and Medicaid Integrity Contractors, in which third-party firms engaged by CMS conduct extensive reviews of claims data and
medical and other records to identify potential improper government payments. We make no assurances that our claims will not be selected for any such
audits in the future and, if they are selected for any such audit, the extent to which these audits may have a material adverse effect on our business, financial
condition, results of operations and prospects.

We are subject to claims under the self-referral and anti-kickback legislation.
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In the United States, various state and federal laws regulate the relationships between providers of health care services, physicians and other clinicians.
In particular, various laws, including federal and state anti-kickback and anti-fraud statutes, prohibit certain business practices and relationships that might
affect the provision and cost of health care services reimbursable under Medicaid and Medicare programs, including the payment or receipt of compensation
for the referral of patients whose care will be paid by federal governmental programs. Sanctions for violating the anti-kickback and anti-fraud statutes include
criminal penalties and civil sanctions, including fines and possible exclusion from governmental programs such as Medicaid and Medicare.

These laws and regulations are complex, and limited judicial or regulatory interpretation exists. While we make every effort to ensure compliance, we
make no assurances that governmental officials charged with responsibility for enforcing the provisions of these laws and regulations will not assert that one
or more of our arrangements are in violation of the provisions of such laws and regulations. Violations of these laws may result in substantial civil or criminal
penalties for individuals or entities, including large civil monetary penalties and exclusion from participation in the Medicare or Medicaid programs. Such
exclusion or penalties, if applied to us, could have a material adverse effect on our business, financial condition, results of operations and prospects.

We are required to comply with laws governing the transmission and privacy of health information.

HIPAA requires us to comply with standards for the exchange of health information within our Company and with third parties, such as payors, business
associates and patients. These include standards for common health care transactions, such as claims information, plan eligibility, payment information and
the use of electronic signatures, unique identifiers for providers, employers, health plans and individuals, and security, privacy and enforcement. If we are
found to be in violation of the privacy or security rules under HIPAA or other federal or state laws protecting the confidentiality of patient health information,
we could be subject to criminal penalties and civil sanctions, which could increase our liabilities, harm our reputation and have a material adverse effect on
our business, financial condition, results of operations and prospects.

We rely on information technology in our operations, and any material failure, inadequacy, interruption or security failure of that technology could harm
our business, financial condition, results of operations and prospects.

We rely on information technology networks and systems, including the Internet, to process, transmit and store electronic information, and manage or
support a variety of business processes, including medical records, financial transactions and records, personal identifying information, payroll data and
workforce scheduling information. We purchase some of our information technology from vendors, on whom our systems depend. We rely on commercially
available systems, software, tools and monitoring to provide security for processing, transmission and storage of confidential patient, resident and other
customer information, such as individually identifiable information, including information relating to health protected by HIPAA. Although we have taken
steps to protect the security of our information systems and the data maintained in those systems, it is possible that our safety and security measures will not
prevent the systems' improper functioning or damage or the improper access or disclosure of personally identifiable information such as in the event of cyber-
attacks. Security breaches, including physical or electronic break-ins, computer viruses, attacks by hackers and similar breaches can create system disruptions
or shutdowns or the unauthorized disclosure of confidential information. If personal or otherwise protected information of our patients is improperly
accessed, tampered with or distributed, we may incur significant costs to remediate possible injury to the affected patients and we may be subject to sanctions
and civil or criminal penalties if we are found to be in violation of the privacy or security rules under HIPAA or other similar federal or state laws protecting
confidential patient health information. Any failure to maintain proper functionality and security of our information systems could interrupt our operations,
damage our reputation, subject us to liability claims or regulatory penalties and could have a material adverse effect on our business, financial condition,
results of operations and prospects.

Circumstances that adversely affect the ability of seniors, or their families, to pay for our services could have material adverse effects on our business,
financial condition, results of operations and prospects.

Approximately 6% of our skilled nursing occupants and nearly all of the occupants of our assisted living facilities rely on their personal investments
and wealth to pay for their stay in our facilities. We expect to continue to rely on the ability of our residents to pay for our services from their own financial
resources. Inflation, continued high levels of unemployment, declines in market values of investments and home prices, or other circumstances that may
adversely affect the ability of the elderly or their families to pay for our services could have a material adverse effect on our business, financial condition,
results of operations and prospects.

We depend largely upon reimbursement from third-party payors, and our business, financial condition, results of operations and prospects could be
adversely affected by any changes in the mix of patients in our facilities as well as payor mix and payment methodologies.
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Our revenue is affected by the percentage of our patients who require a high level of skilled nursing and rehabilitative care, whom we refer to as high
acuity patients, and by our mix of payment sources. Changes in our patient mix, as well as our payor mix among Medicaid, Medicare, private payors and
managed care companies, may significantly affect our profitability because we generally receive higher reimbursement rates for certain patients, such as
rehabilitation patients, and because the payors reimburse us at different rates. As a result, changes in the case mix of patients as well as the payor mix may
significantly affect our profitability. Particularly, a significant increase in Medicaid patients will have a material adverse effect on our business, financial
condition, results of operations and prospects, especially if states operating Medicaid programs continue to limit, or more aggressively seek limits on,
reimbursement rates.

We operate in an industry that is highly competitive.

The long-term care industry is highly competitive and we believe that it will become even more competitive in the future. We face direct competition
for patients, employees and the acquisition of facilities. Our skilled nursing and assisted living facilities face competition from skilled nursing, assisted
living, independent living facilities, homecare services, community-based service programs, retirement communities and other operations that provide
services comparable to those offered by us.
We compete with national companies with respect to both our skilled nursing and assisted living facilities. Additionally, we also compete with local and
regional based entities. Many of these competing companies have greater financial and other resources than we have. Failure to effectively compete with
these companies may have a material adverse effect on our business, financial condition, results of operations and prospects.

Our ability to compete is based on several factors, including, without limitation, building age, appearance, reputation, availability of patients, survey
history and CMS rankings. We make no assurances that increases in competition in the future will not adversely affect our business, financial condition,
results of operations and prospects.

The cost to replace or retain qualified personnel may affect our business, financial condition, results of operations and prospects, and we may not be able
to comply with the staffing requirements of certain states.

We could experience significant increases in our costs due to shortages in qualified nurses, health care professionals and other key personnel. We
compete with other providers of home health care, nursing home care, and assisted living with respect to attracting and retaining qualified personnel, and the
market is competitive. Because of the small markets in which we operate, shortages of nurses and trained personnel may require us to enhance our wage and
benefit package in order to compete and attract qualified employees from more metropolitan areas. Further, acquisitions of new facilities may require us to
pay increased compensation or offer other incentives to retain key personnel and other employees in any newly acquired facilities. Increased competition in
the future with respect to attracting and maintaining key personnel could limit our ability to attract and retain residents or to expand our business.

Certain states in which we currently operate may have adopted minimum staffing standards, and additional states may also establish similar
requirements in the future. Our ability to satisfy these requirements will depend upon our ability to attract and retain qualified, nurses, certified nurses'
assistants and other personnel. Failure to comply with these requirements may result in the imposition of fines or other sanctions. If states do not appropriate
sufficient additional funding, through Medicaid appropriations or otherwise, to pay for any additional operating costs resulting from minimum staffing
requirements, then our business, financial condition, results of operations and prospects may be adversely affected.

To date, we have been able to adequately staff all of our operations. However, we make no assurances that the ability to adequately staff all of our
operations will continue in the future. Additionally, increasing employee health and workers' compensation insurance costs may materially and negatively
affect our profitability. We provide no assurances that our labor costs will not increase or that any increase will be matched by corresponding increases in
rates we charge to facility residents. Our ability to control labor costs will significantly effect on our business, financial condition and results of operation in
the future.

Successful union organization of our employees may adversely affect our business, financial condition, results of operations and prospects.

Periodically, labor unions attempt to organize our employees. Although we currently have no collective bargaining agreements with unions with
respect to our employees or our facilities, there is no assurance that this will continue to be the case in the future. If future federal legislation makes it easier
for employee groups to unionize, then groups of our employees may seek union representation. If more of our employees unionize, we could experience
business interruptions, work stoppages, declines in service levels due to union specific rules or increased operating expenses that may adversely affect our
business, financial condition, results of operations and prospects.
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If we lose our key management personnel, we may not be able to successfully manage our business or achieve our objectives, which could have a material
adverse effect on our business, financial condition, results of operations and prospects.

We are dependent on our management team, and our future success depends largely upon the management experience, skill, and contacts of our
management, and the loss of any of our key management team could harm our business. If we lose the services of any or all of our management team, we may
not be able to replace them with similarly qualified personnel, which could have a material adverse effect on our business, financial condition, results of
operations and prospects.

Termination of assisted living resident agreements and resident attrition could adversely affect our revenues and earnings.

State regulations governing assisted living facilities typically require a written resident agreement with each resident. Most of these regulations also
require that each resident have the right to terminate our assisted living resident agreement for any reason on reasonable notice. Consistent with these
regulations, most resident agreements allow residents to terminate their agreements on 30 days' notice. Unlike typical leasing relationships which require a
commitment of one year or more, we cannot contract with our residents for longer periods of time.

Environmental compliance costs and liabilities associated with our facilities may have a material adverse effect on our business, financial condition,
results of operations and prospects.

We are subject to various federal, state and local environmental and health and safety laws and regulations with respect to our facilities. These laws and
regulations address various matters, including asbestos, fuel oil management, wastewater discharges, air emissions, medical wastes and hazardous wastes. The
costs of complying with these laws and regulations and the penalties for non-compliance can be substantial. For example, with respect to our owned and
leased property, we may be held liable for costs relating to the investigation and cleanup of any of our owned or leased properties from which there has been a
release or threatened release of a regulated material as well as other properties affected by the release. In addition to these costs, which are typically not
limited by law or regulation and could exceed the property's value, we could be liable for certain other costs, including, without limitation, governmental
fines and injuries to persons, property or natural resources. Further, some environmental laws create a lien on the contaminated site in favor of the government
for damages and the costs it incurs in connection with the contamination. While we are not aware of any potential environmental problems, no assurances are
made that such problems and the costs associated with them will not arise in the future. If any of our properties were found to violate environmental laws, we
may be required to expend significant amounts of time and money to rehabilitate the property, and we may be subject to significant liability. Any
environmental compliance costs and liabilities incurred may have a material adverse effect on our business, financial condition, results of operations and
prospects.

Disasters and other adverse events may seriously harm our business.

Our facilities and residents may suffer harm as a result of natural or man-made disasters such as storms, earthquakes, hurricanes, tornadoes, floods, fires,
terrorist attacks and other conditions. Such events may disrupt our operations, harm our patients and employees, severely damage or destroy one more of our
facilities, harm our business, reputation and financial performance, or otherwise cause our business to suffer in ways that cannot currently be predicted.

The nature of business exposes us to certain litigation risks.

The provision of health care services entails an inherent risk of liability. In recent years, participants in the long-term care industry have become subject
to an increasing number of lawsuits alleging malpractice, negligence or other related legal theories. In several well publicized instances, private litigation by
residents of senior living facilities for alleged abuses has resulted in large damage awards against other operating companies. Certain lawyers and firms
specialize in bringing litigation against companies such as ours. As a result of this litigation, our cost of liability insurance has increased during the past few
years.

We currently maintain liability insurance. This insurance is intended to cover malpractice and other lawsuits. Although we believe that it is in keeping
with industry standards, no assurances are made that claims in excess of our limits will not arise. Any such successful claims could have a material adverse
effect upon our business, financial condition, results of operations and prospects. Claims against us, regardless of their merit or eventual outcome, may also
have a material adverse effect upon our ability to attract and retain patients and key personnel. In addition, our insurance policies must be renewed annually,
and no assurances are made that we will be able to retain coverage in the future or, if coverage is available, that it will be available on acceptable terms.

Risks Related to Us as a Facilities Holding Company
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We may be unable to achieve any of the benefits that we expect to achieve from the Transition.

We may not derive any of the strategic or financial benefits that we expect from the Transition or such benefits may be delayed, if they materialize at all.
The anticipated benefits of the Transition are based on a number of assumptions, which may prove incorrect. For example, we believe that the Transition will
allow us to increase our cash flow, pay consistent cash quarterly dividends, maximize the value of our properties, expand into new geographic areas, reduce
our financing costs and make opportunistic acquisitions. If the Transition does not have these and other expected benefits for any reason, then the Transition
could have a negative effect on our financial condition.

We may be unable to obtain the consents, approvals and authorizations of third parties necessary to successfully implement the Transition.

In connection with the Transition, we will need the consent, approval or authorization of certain of our lenders, the lessors of our currently-leased
healthcare properties and appropriate governmental entities, as well as other third parties, as applicable. We make no assurances that these consents,
approvals or authorizations will be obtained, or obtained on a timely basis. Failure to obtain these consents, approvals or authorizations, or failure to obtain
them on a timely basis, will hinder our ability to effect the Transition and could have a negative effect on our financial condition.

Economic conditions and turbulence in the credit markets may create challenges in securing third-party borrowings or refinancing our existing
indebtedness, which may prevent us from successfully implementing the Transition.

Depressed economic conditions, the availability and cost of credit, turmoil in the mortgage market and depressed real estate markets have in the past
contributed, and will in the future contribute, to increased volatility and diminished expectations for real estate markets and the economy as a whole.
Significant market disruption and volatility could impact our ability to secure third-party borrowings or refinance our existing indebtedness, which may
prevent us from successfully implementing the Transition.

We rely on external sources of capital to fund future capital needs, and if we encounter difficulty in obtaining such capital, we may not be able to make
future investments necessary to grow our business or meet maturing commitments.

We rely on external sources of capital, including debt and equity financing. If we are unable to obtain needed capital at all or only on unfavorable terms
from these sources, we might not be able to make the investments needed to grow our business or to meet our obligations and commitments as they mature.
Our access to capital depends upon a number of factors over which we have little or no control, including the performance of the national and global
economies generally; competition in the healthcare industry; issues facing the healthcare industry, including regulations and government reimbursement
policies; our operators’ operating costs; the market’s perception of our growth potential; the market value of our properties; our current and potential future
earnings and cash dividends; and the market price of the shares of our capital stock. While we currently have sufficient cash flow from operations to fund our
obligations and commitments, we may not be in a position to take advantage of future investment opportunities if we are unable to access capital markets on
a timely basis or are only able to obtain financing on unfavorable terms.

Our ability to raise capital through equity sales is dependent, in part, on the market price of the common stock, and our failure to meet market
expectations with respect to our business could negatively impact the market price of the common stock and availability of equity capital.

As with other publicly-traded companies, the availability of equity capital will depend, in part, on the market price of the common stock, which, in turn,
will depend upon various market conditions and other factors that may change from time to time, including:

• the extent of investor interest;

• our financial performance and that of our operators;

• general stock and bond market conditions; and

• other factors such as governmental regulatory action.
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We are subject to risks associated with debt financing, which would negatively impact our business and limit our ability to pay dividends to our
shareholders and to repay maturing indebtedness.

The financing required to make future investments and satisfy maturing commitments may be provided by borrowings under our credit facilities, private
or public offerings of debt or equity, the assumption of secured indebtedness, or mortgage financing on a portion of our owned portfolio. To the extent we
must obtain debt financing from external sources to fund our capital requirements, no assurance is given that such financing will be available on favorable
terms, if at all. In addition, if we are unable to refinance or extend principal payments due at maturity or pay them with proceeds from other capital
transactions, our cash flow may not be sufficient to pay dividends to our shareholders and repay our maturing indebtedness. Furthermore, if we have to pay
higher interest rates in connection with a refinancing, the interest expense relating to that refinanced indebtedness would increase, which could reduce our
profitability . Moreover, additional debt financing increases the amount of our leverage. The degree of leverage could have important consequences to our
shareholders, including affecting our ability to obtain additional financing in the future, and making us more vulnerable to a downturn in our results of
operations or the economy generally.

Unforeseen costs associated with the acquisition of new healthcare properties could reduce our profitability.

Our business strategy contemplates future acquisitions that may not prove to be successful. For example, we might encounter unanticipated difficulties
and expenditures relating to our acquired healthcare properties, including contingent liabilities, or our newly acquired healthcare properties might require
significant management attention that would otherwise be devoted to our ongoing business. Such costs may negatively affect our results of operations.

We may not be able to adapt our management and operational systems to integrate and manage our growth without additional expense.

No assurance is given that we will be able to adapt our management, administrative, accounting and other systems to integrate the long-term care
facilities that we may acquire. Our failure to timely integrate and manage future acquisitions or other developments could have a material adverse effect on
our results of operations and financial condition.

We may be subject to additional risks in connection with the long-term care facilities that we own or may acquire.

We may be subject to additional risks in connection with long-term care facilities that we own or may acquire, including the following:

• our lack of, or our limited, prior business experience with certain of the operators of the facilities we own or may acquire in the future;

• the facilities may underperform due to various factors, including unfavorable terms and conditions of the lease agreements, disruptions caused by
the management of the operators of the facilities or changes in economic conditions impacting the facilities or the operators;

• diversion of our management’s attention away from other business concerns;

• exposure to any undisclosed or unknown potential liabilities relating to the facilities; and

• potential underinsured losses on the facilities.

Our assets may be subject to impairment charges.

We periodically, but not less than annually, evaluate our real estate investments and other assets for impairment indicators. The judgment regarding the
existence of impairment indicators is based on factors such as market conditions, operator performance and legal structure. If we determine that a significant
impairment has occurred, then we are required to make an adjustment to the net carrying value of the asset, which could have a material adverse effect on our
results of operations and funds from operations in the period in which the write-off occurs.

We may not be able to sell certain long-term care facilities for their book value.

From time to time, we may close facilities and actively market such facilities for sale. To the extent we are unable to sell these properties for our book
value, we may be required to take a non-cash impairment charge or loss on the sale, either of which would reduce our net income.
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Our business requires us to make capital expenditures to maintain and improve our facilities.

Our facilities sometimes require capital expenditures to address ongoing required maintenance and to make them attractive to residents. Physical
characteristics of senior living facilities and rehabilitation centers are mandated by various governmental authorities; and changes in these regulations may
require us to make significant expenditures. Our available financial resources may be insufficient to fund these expenditures.

Our indebtedness could adversely affect our financial condition.

We have a material amount of indebtedness, and we may increase our indebtedness in the future. Debt financing could have important consequences to
our shareholders. For example, it could:

• increase our vulnerability to adverse changes in general economic, industry and competitive conditions;

• limit our ability to borrow additional funds for working capital, capital expenditures, acquisitions, debt service requirements, execution of our
business plan or other general corporate purposes on satisfactory terms or at all;

• require us to dedicate a substantial portion of our cash flow from operations to make payments on our indebtedness, thereby reducing the
availability of our cash flow to fund working capital, capital expenditures and other general corporate purposes;

• limit our ability to make acquisitions or take advantage of business opportunities that may arise;

• expose us to fluctuations in interest rates to the extent our borrowings bear variable rates of interest;

• limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate; and

• place us at a competitive disadvantage compared to our competitors that have less debt.

Covenants in the agreements evidencing our indebtedness limit our operational flexibility, and a covenant breach could materially adversely affect our
operations.

The terms of our credit agreements and other agreements evidencing our indebtedness require us to comply with a number of customary financial and
other covenants which may limit our management’s discretion by restricting our ability to, among other things, incur additional debt, redeem our capital
stock, enter into certain transactions with affiliates, pay dividends and make other distributions, make investments and other restricted payments, and create
liens. Any additional financing we may obtain could contain similar or more restrictive covenants. Our continued ability to incur indebtedness and conduct
our operations is subject to compliance with these financial and other covenants. Breaches of these covenants could result in defaults under the instruments
governing the applicable indebtedness in addition to any other indebtedness cross-defaulted against such instruments. Any such breach could materially
adversely affect our business, results of operations and financial condition.

We are subject to particular risks associated with real estate ownership, which could result in unanticipated losses or expenses.

Our business is subject to many risks that are associated with the ownership of real estate. For example, if our operators do not renew their leases, then
we may be unable to re-lease the long-term care facilities at favorable rental rates, if at all. Other risks that are associated with real estate acquisition and
ownership include the following:

• general liability, property and casualty losses, some of which may be uninsured;

• the inability to purchase or sell our assets rapidly to respond to changing economic conditions, due to the illiquid nature of real estate and the real
estate market;

• leases that are not renewed or are renewed at lower rental amounts at expiration;

• costs relating to maintenance and repair of our facilities and the need to make expenditures due to changes in governmental regulations, including
the Americans with Disabilities Act;

• environmental hazards created by prior owners or occupants, existing tenants, mortgagors or other persons for which we may be liable;
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• acts of God affecting our healthcare properties; and

• acts of terrorism affecting our healthcare properties.

Our real estate investments are relatively illiquid.

Real estate investments are relatively illiquid and generally cannot be sold quickly. In addition, all of our healthcare properties serve as collateral for
our secured debt obligations and cannot be readily sold. Additional factors that are specific to our industry also tend to limit our ability to vary our portfolio
promptly in response to changes in economic or other conditions. For example, all of our healthcare properties are “special purpose” properties that cannot be
readily converted into general residential, retail or office use. In addition, transfers of operations of skilled nursing facilities, assisted living facilities and
other healthcare facilities are subject to regulatory approvals not required for transfers of other types of commercial operations and other types of real estate.
Thus, if the operation of any of our healthcare properties becomes unprofitable due to competition, age of improvements or other factors such that an operator
becomes unable to meet its obligations to us, then the liquidation value of the property may be substantially less, particularly relative to the amount owing
on any related mortgage loan, than would be the case if the property were readily adaptable to other uses. Furthermore, the receipt of liquidation proceeds or
the replacement of an operator that has defaulted on its lease could be delayed by the approval process of any federal, state or local agency necessary for the
transfer of the property or the replacement of the operator with a new operator licensed to manage the facility. In addition, certain significant expenditures
associated with real estate investment, such as real estate taxes and maintenance costs, are generally not reduced when circumstances cause a reduction in
income from the investment. Should such events occur, our income and cash flows from operations would be adversely affected.

As an owner with respect to real property, we may be exposed to possible environmental liabilities.

Under various federal, state and local environmental laws, ordinances and regulations, a current or previous owner of real property, such as us, may be
liable in certain circumstances for the costs of investigation, removal or remediation of, or related releases of, certain hazardous or toxic substances at, under
or disposed of in connection with such property, as well as certain other potential costs relating to hazardous or toxic substances, including government fines
and damages for injuries to persons and adjacent property. Such laws often impose liability based on the owner’s knowledge of, or responsibility for, the
presence or disposal of such substances. As a result, liability may be imposed on the owner in connection with the activities of an operator of the property.
The cost of any required investigation, remediation, removal, fines or personal or property damages and the owner’s liability therefor could exceed the value
of the property and the assets of the owner. In addition, the presence of such substances, or the failure to properly dispose of or remediate such substances,
may adversely affect an operator’s ability to attract additional residents and our ability to sell or rent such property or to borrow using such property as
collateral which, in turn, could negatively impact our revenues.

The industry in which we operate is highly competitive. Increasing investor interest in our sector and consolidation at the operator level could increase
competition and reduce our profitability.

Our business is highly competitive, and we expect that it may become more competitive in the future. We compete for healthcare facility investments
with other healthcare investors, many of which have greater resources and lower costs of capital than we do. Increased competition makes it more challenging
for us to identify and successfully capitalize on opportunities that meet our business goals. If we cannot identify and purchase a sufficient number of
healthcare facilities at favorable prices, or if we are unable to finance such acquisitions on commercially favorable terms, our business, results of operations
and financial condition may be materially adversely affected. In addition, if our cost of capital should increase relative to the cost of capital of our
competitors, the spread that we realize on our investments may decline if competitive pressures limit or prevent us from charging higher lease rates.

We may change our investment strategies and policies and capital structure.

The Board, without the approval of our shareholders, may alter our investment strategies and policies if it determines that a change is in our
shareholders’ best interests. The methods of implementing our investment strategies and policies may vary as new investments and financing techniques are
developed.

Our success depends, in part, on our ability to retain key personnel and our ability to attract or retain other qualified personnel.

Our future performance depends to a significant degree upon the continued contributions of our executive management team and other key employees.
The loss of the services of our current executive management team could have an adverse impact on our operations. In addition, our future success depends,
in part, on our ability to attract, hire, train and retain other qualified
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personnel. Competition for qualified employees is intense, and we compete for qualified employees with companies with greater financial resources. Our
failure to successfully attract, hire, retain and train the people we need would significantly impede our ability to implement our business strategy.

We may not have sufficient liquidity to meet our capital needs.

Based on existing cash balances, anticipated cash flows, and new sources of capital, we believe there will be sufficient funds for our operations,
scheduled debt service, and capital expenditures through the next 12 months. On a longer term basis, we have debt payments, excluding convertible
promissory notes which are convertible into shares of common stock. We believe our long-term liquidity needs will be satisfied by these same sources, as well
as borrowings as required to refinance indebtedness.

In order to satisfy these capital needs, we intend to: (i) improve our operating results through a series of leasing and subleasing transactions with
favorable terms and consistent and predictable cash flow; (ii) expand our borrowing arrangements with certain existing lenders; (iii) refinance current debt
where possible to obtain more favorable terms; and (iv) raise capital through the issuance of debt or equity securities. We anticipate that these actions, if
successful, will provide the opportunity for us to maintain liquidity on a short and long term basis, thereby permitting us to meet our operating and financing
obligations for the next 12 months and provide for the continuance of our business strategy. However, there is no guarantee that such actions will be
successful or that anticipated operating results will be achieved. We currently have limited borrowing availability under our existing revolving credit
facilities. If the Company is unable to improve operating results, expand existing borrowing agreements, refinance current debt, the convertible promissory
notes due are not converted into common stock and are required to be repaid by us in cash, or raise capital through the issuance of securities, then the
Company may be required to restructure its outstanding indebtedness, implement further cost reduction initiatives, sell assets, or delay, modify, or abandon
its transition plans.

There are no assurances with respect to our ability to pay dividends in the future.

We are a holding company, and we have no significant operations. We rely primarily on dividends and other distributions from our subsidiaries to us so
we may, among other things, pay dividends on our capital stock, if and to the extent declared by the Board. The ability of our subsidiaries to pay dividends
and make other distributions to us depends on their earnings and is restricted by the terms of certain agreements governing their indebtedness. If our
subsidiaries are in default under such agreements, then they may not pay dividends or make other distributions to us.

In addition, we may only pay dividends on our capital stock if we have funds legally available to pay dividends and such payment is not restricted or
prohibited by law, the terms of any shares with higher priority with respect to dividends or any documents governing our indebtedness. We are restricted by
Georgia law from paying dividends on our capital stock if we are not able to pay our debts as they become due in the normal course of business or if our total
assets would be less than the sum of our total liabilities plus the amount that would be needed to satisfy the preferential rights upon dissolution of the
shareholders whose preferential rights are superior. In addition, no cash dividends may be declared or paid on the common stock unless full cumulative
dividends on our Series A Preferred Stock have been, or contemporaneously are, declared and paid, or declared and a sum sufficient for the payment thereof is
set apart for payments, for all past dividend periods. In addition, future debt, contractual covenants or arrangements we or our subsidiaries enter into may
restrict or prevent future dividend payments.

The payment of any future dividends on the common stock will be at the discretion of the Board and will depend, among other things, on the earnings
and results of operations of our subsidiaries, their ability to pay dividends and make other distributions to us under agreements governing their indebtedness,
our financial condition and capital requirements, any debt service requirements and any other factors the Board deems relevant.

We are subject to possible conflicts of interest; we have engaged in, and expect to continue to engage in, transactions with parties that may be considered
related parties.

From time to time, we have engaged in various transactions with Christopher Brogdon, Director, owner of greater than 5% of our outstanding common
stock and former Chief Acquisition Officer of the Company. These transactions, along with other related party transactions, are described in Note 19 to our
Consolidated Financial Statements included in Part II, Item 8., "Financial Statements and Supplementary Data," and Part III., Item 13., “Certain Relationships
and Related Transactions, and Director Independence.”

We believe that our affiliations with Mr. Brogdon, and other related parties have been, and will be, beneficial to us. Although we do not believe the
potential conflicts have adversely affected, or will adversely affect, our business, others may
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disagree with this position and litigation could ensue in the future. Our relationships with Mr. Brogdon and other related parties may give rise to litigation,
nominations or proposals which could result in substantial costs to us, and a diversion of our resources and management's attention, whether or not any
allegations made are substantiated.

The costs of being publicly owned may strain our resources and impact our business, financial condition, results of operations and prospects.

As a public company, we are subject to the reporting requirements of the Securities Exchange Act of 1934 (the "Exchange Act") and the Sarbanes-Oxley
Act of 2002 ("Sarbanes-Oxley Act"). The Exchange Act requires that we file annual, quarterly and current reports with respect to our business and financial
condition. The Sarbanes-Oxley Act requires that we maintain effective disclosure controls and procedures and internal controls for financial reporting. We are
required to document and test our internal control procedures in order to satisfy the requirements of Section 404 of the Sarbanes-Oxley Act, which requires
annual management assessments of the effectiveness of our internal controls over financial reporting.

These requirements may place a strain on our systems and resources and have required us, and may in the future require us, to hire additional
accounting and financial resources with appropriate public company experience and technical accounting knowledge. In addition, failure to maintain such
internal controls could result in us being unable to provide timely and reliable financial information which could potentially subject us to sanctions or
investigations by the SEC or other regulatory authorities or cause us to be late in the filing of required reports or financial results. Any of the foregoing events
could have an adverse effect on our business, financial condition, results of operations and prospects.

We have a history of operating losses and may incur losses in the future.

For the year ended December 31, 2014, for amounts attributable to the Company, we had a net loss of $13.6 million compared to a net loss of $12.6
million for the year ended December 31, 2013. We make no assurances that we will be able to operate profitably. As of December 31, 2014, we have a
working capital deficit of approximately $12.9 million.

We intend to seek to improve our liquidity and profitability in future years by:

• leasing our currently-owned healthcare properties, and subleasing our currently-leased healthcare properties, on a triple net basis;

• reducing our financial leverage;

• renegotiating and restructuring certain of our other corporate level indebtedness to reduce the cost of capital;

• refinancing our facility level mortgage indebtedness with lower-cost financing guaranteed by HUD.

We believe the foregoing actions, if taken, will provide the opportunity for the Company to improve liquidity and achieve profitability. No
assurances are made that such improvements or achievements will occur.

Our substantial debt could adversely affect our cash flow and impair our ability to raise additional capital.

As of December 31, 2014, we had approximately $151.4 million in indebtedness, including current maturities and discontinued operations. We may
also obtain additional short-term and long-term debt to meet future capital needs, subject to certain restrictions under our existing indebtedness, which would
increase our total debt. Our substantial amount of debt could have negative consequences to our business. For example, it could:

• increase our vulnerability to general adverse economic and industry conditions;

• require us to dedicate a substantial portion of cash flows from operations to interest and principal payments on outstanding debt, thereby limiting
the availability of cash flow to fund working capital and other general corporate requirements;

• limit our flexibility in planning for, or reacting to, changes in our business and industry;

• place us at a competitive disadvantage compared with our competitors that have less debt; and

• limit our ability to borrow additional funds, even when necessary to maintain adequate liquidity.

In addition, our ability to borrow funds in the future will depend in part on the satisfaction of the covenants in our credit facilities and other debt
agreements. If we are unable to satisfy the financial covenants contained in those agreements, or are unable to generate cash sufficient to make required debt
payments, the lenders and other parties to those arrangements could accelerate the maturity of some or all of our outstanding indebtedness.
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We could be prevented from paying dividends on our Series A Preferred Stock and our common stock.

We are a holding company, and we have no significant operations. We rely primarily on dividends and other distributions from our subsidiaries to us so
we may, among other things, pay dividends on our stock, if and to the extent declared by the Board of Directors. The ability of our subsidiaries to pay
dividends and other distributions to us depends on their earnings and is restricted by the terms of certain agreements governing their indebtedness. If our
subsidiaries are in default under such agreements, then they may not pay dividends or other distributions to us.

In addition, we may only pay dividends on our stock if we have funds legally available for the payment of dividends and such payment is not restricted
or prohibited by law, the terms of any shares with higher priority with respect to dividends or any documents governing our indebtedness. Furthermore: (i)
one of our mortgage loans prohibits the payment of dividends on our stock if we fail to comply with certain financial covenants or if a default or event of
default under the loan agreement has occurred; and (ii) another one of our mortgage loans requires the consent of the lender and the guarantor prior to
payment of dividends on our stock. As such, we could become unable, on a temporary or permanent basis, to pay dividends on our stock, including our
Series A Preferred Stock. In addition, future debt, contractual covenants or arrangements we or our subsidiaries enter into may restrict or prevent future
dividend payments.

The payment of any future dividends on our stock will be at the discretion of the Board of Directors and will depend, among other things, the earnings
and results of operations of our subsidiaries, their ability to pay dividends and other distributions to AdCare under agreements governing their indebtedness,
our financial condition and capital requirements, any debt service requirements and any other factors the Board of Directors deems relevant.

The price of our stock, in particular our common stock, has fluctuated, and a number of factors may cause the price of our stock to decline.

The market price of our stock has fluctuated and could fluctuate significantly in the future as a result of various factors and events, many of which are
beyond our control. These factors may include:

• variations in our operating results;

• changes in our financial condition, performance and prospects;

• changes in general economic and market conditions;

• the departure of any of our key executive officers and directors;

• announcements by us or our competitors of significant acquisitions, strategic partnerships, or transactions;

• press releases or negative publicity relating to us or our competitors or relating to trends in health care;

• government action or regulation, including changes in federal, state, and local health-care regulations to which we are subject;

• the level and quality of securities analysts' coverage for our stock;

• changes in financial estimates or recommendations by securities analysts with respect to us or our competitors; and

• with respect to our common stock, future sales of our common stock.

In addition, the market price of our Series A Preferred Stock will also depend upon:

• prevailing interest rates, increases in which may have an adverse effect on the market price of our Series A Preferred Stock;

• trading prices of preferred equity securities issued by other companies in the industry;

• the annual yield from distributions on our Series A Preferred Stock as compared to yields on other financial instruments; and

• our issuance of additional preferred equity or debt securities.

Furthermore, the stock market in recent years has experienced sweeping price and volume fluctuations that often have been unrelated to the operating
performance of affected companies. These market fluctuations may also cause the price of our stock to decline.
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In the event of fluctuations in the price of our stock, shareholders may be unable to resell shares of our stock at or above the price at which they
purchased such shares. Additionally, due to fluctuations in the price of our stock, comparing our operating results on a period-to-period basis may not be
meaningful, and you should not rely on past results as an indication of future performance.

Our directors and officers substantially control all major decisions.

Our directors and officers beneficially own approximately 19.2% of our outstanding common stock. Therefore, our directors and officers will be able to
influence major corporate actions required to be voted on by shareholders, such as the election of directors, the amendment of our charter documents and the
approval of significant corporate transactions such as mergers, reorganizations, sales of substantially all of our assets and liquidation. Furthermore, our
directors will be able to make decisions affecting our capital structure, including decisions to issue additional capital stock, implement stock repurchase
programs and incur indebtedness. This control may have the effect of deterring hostile takeovers, delaying or preventing changes in control or changes in
management, or limiting the ability of our other shareholders to approve transactions that they may deem to be in their best interest.

Takeover defense provisions in Georgia law and our charter documents may delay or prevent takeover attempts thereby preventing our shareholders from
realizing a premium on their common stock.

Various provisions of Georgia corporation law and of our charter documents may inhibit changes in control not approved by our Board of Directors and
may have the effect of depriving our investors of an opportunity to receive a premium over the prevailing market price of our common stock in the event of
an attempted hostile takeover. In addition, the existence of these provisions may adversely affect the market price of our common stock. These provisions
include:

• a requirement that special meetings of shareholders be called by our Board of Directors, the Chairman, the President, or the holders of shares with
voting power of at least 25%;

• staggered terms among our directors with three classes of directors and only one class to be elected each year;

• advance notice requirements for shareholder proposals and nominations; and

• availability of "blank check" preferred stock.

Our Board of Directors can use these and other provisions to prevent, delay or discourage a change in control of the Company or a change in our
management. Any such delay or prevention of a change in control or management could deter potential acquirers or prevent the completion of a takeover
transaction pursuant to which our shareholders could receive a substantial premium over the current market price of our common stock, which in turn may
limit the price investors might be willing to pay for our common stock.

Provisions in our charter documents provide for indemnification of officers and directors, which could require us to direct funds away from our business
and future operations.

Our charter documents provide for the indemnification of our officers and directors. We may be required to advance costs incurred by an officer or
director and to pay judgments, fines and expenses incurred by an officer or director, including reasonable attorneys' fees, as a result of actions or proceedings
in which our officers and directors are involved by reason of being or having been an officer or director of our Company. Funds paid in satisfaction of
judgments, fines and expenses may be funds we need for the operation and growth of our business.

Risks Related to the Operators of Our Facilities

Our financial position could be weakened and our ability to pay dividends to our shareholders and fulfill our obligations with respect to our
indebtedness could be limited if any of the major operators of our long-term care facilities becomes unable to meet its obligations to us or fails to renew or
extend its relationship with us as its lease terms expires, or if we become unable to lease or re-lease our facilities on economically favorable terms. We have
no operational control over our operators. Adverse developments concerning our operators could arise due to a number of factors, including those listed
below.

The bankruptcy, insolvency or financial deterioration of our operators could limit or delay our ability to collect unpaid rents or require us to find new
tenants.

We are exposed to the risk that a distressed operator may not be able to meet its obligations to us or other third parties. This risk is heightened during a
period of economic or political instability. If tenants are unable to comply with the terms of their leases, then we may be forced to modify the leases in ways
that are unfavorable to us. Alternatively, the failure of a tenant to perform under a lease could require us to declare a default, repossess the property, find a
suitable replacement tenant, hire third-party

28

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



managers to operate the property or sell the property. There is no assurance that we would be able to lease a property on substantially equivalent or better
terms than the prior lease, or at all, find another qualified tenant, successfully reposition the property for other uses or sell the property on terms that are
favorable to us. It may be more difficult to find a replacement tenant for a healthcare property than it would be to find a replacement tenant for a general
commercial property due to the specialized nature of the business. Even if we are able to find a suitable replacement tenant for a property, transfers of
operations of skilled nursing facilities, assisted living facilities and other healthcare facilities are subject to regulatory approvals not required for transfers of
other types of commercial operations, which may affect our ability to successfully transition a property.

If any lease expires or is terminated, then we could be responsible for all of the operating expenses for that property until it is leased again or sold. If a
significant number of our properties are unleased, then our operating expenses could increase significantly. Any significant increase in our operating costs
may have a material adverse effect on our business, financial condition and results of operations, and our ability to pay dividends to our shareholders.

Although each of our lease agreements typically provides us with or will provide us with, the right to terminate, evict an operator, foreclose on our
collateral, demand immediate payment and exercise other remedies upon the bankruptcy or insolvency of an operator, the U.S. federal Bankruptcy Code (the
“Bankruptcy Code”) would limit or, at a minimum, delay our ability to collect unpaid pre-bankruptcy rents and to pursue other remedies against a bankrupt
operator. A bankruptcy filing by one of our lessee operators would typically prevent us from collecting unpaid pre-bankruptcy rents or evicting the operator
absent approval of the bankruptcy court. The Bankruptcy Code provides a lessee with the option to assume or reject an unexpired lease within certain
specified periods of time. Generally, a lessee is required to pay all rent that becomes payable between the date of its bankruptcy filing and the date of the
assumption or rejection of the lease (although such payments will likely be delayed as a result of the bankruptcy filing). Any lessee operator that chooses to
assume its lease with us must cure all monetary defaults existing under the lease (including payment of unpaid pre-bankruptcy rents) and provide adequate
assurance of its ability to perform its future obligations under the lease. Any lessee operator that opts to reject its lease with us would face a claim by us for
unpaid and future rents payable under the lease, but such claim would be subject to a statutory “cap” and would generally result in a recovery substantially
less than the face value of such claim. Although the operator’s rejection of the lease would permit us to recover possession of the leased facility, we would
likely face losses, costs and delays associated with re-leasing the facility to a new operator.

Several other factors could impact our rights under leases with bankrupt operators. First, the operator could seek to assign its lease with us to a third
party. The Bankruptcy Code generally disregards anti-assignment provisions in leases to permit the assignment of unexpired leases to third parties (provided
all monetary defaults under the lease are cured and the third party can demonstrate its ability to perform its obligations under the lease). Second, in instances
in which we have entered into a master lease agreement with an operator that operates more than one facility, the bankruptcy court could determine that the
master lease was comprised of separate, divisible leases (each of which could be separately assumed or rejected), rather than a single, integrated lease (which
would have to be assumed or rejected in its entirety). Finally, the bankruptcy court could recharacterize our lease agreement as a disguised financing
arrangement, which could require us to receive bankruptcy court approval to foreclose or pursue other remedies with respect to the facility.

Failure by our operators to comply with various local, state and federal government regulations may adversely impact their ability to make lease payments
to us.

Healthcare operators are subject to numerous federal, state and local laws and regulations, including those described below, that are subject to frequent
and substantial changes (sometimes applied retroactively) resulting from new legislation, adoption of rules and regulations, and administrative and judicial
interpretations of existing law. Although we cannot accurately predict the ultimate timing or effect of these changes, such changes could have a material
effect on our operators’ costs of doing business and on the amount of reimbursement by both government and other third-party payors. The failure of any of
our operators to comply with these laws, requirements and regulations could adversely affect its ability to meet its obligations to us.

• Healthcare Reform. The Patient Protection and Affordable Care Act and the Health Care and Education Reconciliation Act of 2010 (collectively, the
“Healthcare Reform Law”), which were signed into law in March 2010, represent the most comprehensive change to healthcare benefits since the
inception of the Medicare program in 1965 and affect reimbursement for governmental programs, private insurance and employee welfare benefit
plans in various ways. Among other things, the Healthcare Reform Law expands Medicaid eligibility, requires most individuals to have health
insurance, establishes new regulations for health plans, creates health insurance exchanges, and modifies certain payment systems to encourage more
cost-effective care and a reduction of inefficiencies and waste, including through new tools to address fraud and abuse. We cannot accurately predict
the impact of the Healthcare Reform Law on our operators or their ability to meet their obligations to us.
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• Reimbursement; Medicare and Medicaid. A significant portion of the revenue of the healthcare operators to which we lease, or will lease, properties
is, or will be, derived from governmentally-funded reimbursement programs, primarily Medicare and Medicaid. Failure to maintain certification in
these programs would result in a loss of funding from such programs and could negatively impact an operator’s ability to meet its obligations to us.

• Quality of Care Initiatives. The Center for Medicare and Medicaid Services (“CMS”) has implemented a number of initiatives focused on the quality
of care provided by nursing homes that could affect our operators. Any unsatisfactory rating of our operators under any rating system promulgated
by the CMS could result in the loss of residents or lower reimbursement rates, which could adversely impact their revenues and our business.

• Licensing and Certification. Healthcare operators are subject to various federal, state and local licensing and certification laws and regulations,
including laws and regulations under Medicare and Medicaid requiring operators to comply with extensive standards governing operations.
Governmental agencies administering these laws and regulations regularly inspect facilities and investigate complaints. Failure to obtain any
required licensure or certification, the loss or suspension of any required licensure or certification, or any violations or deficiencies with respect to
relevant operating standards may require a facility to cease operations or result in ineligibility for reimbursement until the necessary licenses or
certifications are obtained or reinstated or until any such violations or deficiencies are cured. In such event, our revenues from these facilities could
be reduced or eliminated for an extended period of time or permanently.

• Fraud and Abuse Laws and Regulations. There are various federal and state civil and criminal laws and regulations governing a wide array of
healthcare provider referrals, relationships and arrangements, including laws and regulations prohibiting fraud by healthcare providers. Many of
these complex laws raise issues that have not been clearly interpreted by the relevant governmental authorities and courts. In addition, federal and
state governments are devoting increasing attention and resources to anti-fraud initiatives against healthcare providers. The violation of any of these
laws or regulations by any of our operators may result in the imposition of fines or other penalties, including exclusion from Medicare, Medicaid
and all other federal and state healthcare programs. Such fines or penalties could jeopardize an operator’s ability to make lease payments to us or to
continue operating its facility,

• Privacy Laws. Healthcare operators are subject to federal, state and local laws and regulations designed to protect the privacy and security of patient
health information. These laws and regulations require operators to expend the requisite resources to protect and secure patient health information,
including the funding of costs associated with technology upgrades. Operators found in violation of these laws may face large penalties. In addition,
compliance with an operator’s notification requirements in the event of a breach of unsecured protected health information could cause reputational
harm to an operator’s business. Such penalties and damaged reputation could adversely affect an operator’s ability to meet its obligations to us.

• Other Laws. Other federal, state and local laws and regulations affect how operators conduct their business. We cannot accurately predict the effect
that the costs of complying with these laws may have on the revenues of our operators and, thus, their ability to meet their obligations to us.

• Legislative and Regulatory Developments. Each year, legislative and regulatory proposals are introduced at the federal, state and local levels that, if
adopted, would result in major changes to the healthcare system in addition to those described herein. We cannot accurately predict whether any
proposals will be adopted and, if adopted, what effect (if any) these proposals would have on our operators or our business.

The impact of healthcare reform legislation on us and our operators cannot be accurately predicted.

Several provisions of the Healthcare Reform Law affect Medicare payments to skilled nursing facilities, including provisions changing Medicare
payment methodology and implementing value-based purchasing and payment bundling. Although we cannot accurately predict how all of these provisions
may be implemented, or the effect any such implementation would have on our operators or our business, the Healthcare Reform Law could result in
decreases in payments to our operators, increase our operators’ costs or otherwise adversely affect the financial condition of our operators, thereby negatively
impacting their ability to meet their obligations to us.

The Healthcare Reform Law also requires skilled nursing facilities to have a compliance and ethics program that is effective in preventing and detecting
criminal, civil and administrative violations and in promoting quality of care. If our operators fall short in their compliance and ethics programs and quality
assurance and performance improvement programs, then their reputations and ability to attract residents could be adversely affected.
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Other legislative changes have been proposed and adopted since the Healthcare Reform Law was enacted that also may impact our business. For
instance, on April 1, 2014, the President signed the Protecting Access to Medicare Act of 2014, which, among other things, requires CMS to measure, track,
and publish readmission rates of skilled nursing facilities by 2017 and implement a value-based purchasing program for skilled nursing facilities (the “SNF
VBP Program”) by October 1, 2018. The SNF VBP Program will increase Medicare reimbursement rates for skilled nursing facilities that achieve certain
levels of quality performance measures to be developed by CMS, relative to other facilities. The value-based payments authorized by the SNF VBP Program
will be funded by reducing Medicare payment for all skilled nursing facilities by 2% and redistributing up to 70% of those funds to high-performing skilled
nursing facilities. If Medicare reimbursement provided to our tenants is reduced under the SNF VBP Program, that reduction may have an adverse impact on
the ability of our tenants to meet their obligations to us.

Our operators depend on reimbursement from governmental and other third-party payors, and reimbursement rates from such payors may be reduced.

Changes in the reimbursement rate or methods of payment from third-party payors, including the Medicare and Medicaid programs, or the
implementation of other measures to reduce reimbursements for services provided by our operators could result in a substantial reduction in the revenues and
operating margins of our operators. Significant limits on the scopes of services reimbursed and on reimbursement rates could have a material adverse effect on
the results of operations and financial condition of our operators, which could cause their revenues to decline and could negatively impact their ability to
meet their obligations to us.

Additionally, net revenue realizable under third-party payor agreements can change after examination and retroactive adjustment by payors during the
claims settlement processes or as a result of post-payment audits. Payors may disallow requests for reimbursement based on determinations that certain costs
are not reimbursable or reasonable, additional documentation is necessary or certain services were not covered or were not medically necessary. New
legislative and regulatory proposals could impose further limitations on government and private payments to healthcare providers. In some cases, states have
enacted or are considering enacting measures designed to reduce Medicaid expenditures and to make changes to private healthcare insurance. No assurance
is given that adequate third-party payor reimbursement levels will continue to be available for the services provided by our operators.

Government budget deficits could lead to a reduction in Medicare and Medicaid reimbursement.

Many states are focusing on the reduction of expenditures under their Medicaid programs, which may result in a reduction in reimbursement rates for
our operators. These potential reductions could be compounded by the potential for federal cost-cutting efforts that could lead to reductions in
reimbursement to our operators under both the Medicare and Medicaid programs. Reductions in Medicare and Medicaid reimbursement to our operators
could reduce the cash flow of our operators and their ability to make rent payments to us. The need to control Medicaid expenditures may be exacerbated by
the potential for increased enrollment in Medicaid due to unemployment and declines in family incomes. Because the Healthcare Reform Law allows states
to increase the number of people who are eligible for Medicaid and simplifies enrollment in this program, Medicaid enrollment may significantly increase in
the future. Since our operators’ profit margins with respect to Medicaid patients are generally relatively low, more than modest reductions in Medicaid
reimbursement and an increase in the number of Medicaid patients could place some operators in financial distress, which, in turn, could adversely affect us.
If funding for Medicare or Medicaid is reduced, then it could have a material adverse effect on our operators’ results of operations and financial condition,
which could adversely affect their ability to meet their obligations to us.

We may be unable to find a replacement operator for one or more of our leased properties.

From time to time, we may need to find a replacement operator for one or more of our leased properties for a variety of reasons, including upon the
expiration of the lease term or the occurrence of an operator default. During any period in which we are attempting to locate one or more replacement
operators, there could be a decrease or cessation of rental payments on the applicable property or properties. No assurance is given that any of our current or
future operators will elect to renew its leases with us upon expiration of the terms thereof. Similarly, no assurance is given that we will be able to locate a
suitable replacement operator or, if we are successful in locating a replacement operator, that the rental payments from the new operator would not be
significantly less than the existing rental payments. Our ability to locate a suitable replacement operator may be significantly delayed or limited by various
state licensing, receivership, certificate of need or other laws, as well as by Medicare and Medicaid change-of-ownership rules. We also may incur substantial
additional expenses in connection with any such licensing, receivership or change-of-ownership proceedings. Any such delays, limitations and expenses
could materially delay or impact our ability to collect rent, obtain possession of leased properties or otherwise exercise remedies for default.
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A prolonged economic slowdown could adversely impact our operating income and earnings, as well as the results of operations of our operators, which
could impair their ability to meet their obligations to us.

We believe the risks associated with our investments will be more acute during periods of economic slowdown or recession (such as the recent
recession) due to the adverse impact caused by various factors, including inflation, deflation, increased unemployment, volatile energy costs, geopolitical
issues, the availability and cost of credit, the U.S. mortgage market, a distressed real estate market, market volatility and weakened business and consumer
confidence. This difficult operating environment caused by an economic slowdown or recession could have an adverse impact on the ability of our operators
to maintain occupancy rates, which could harm their financial condition. Any sustained period of increased payment delinquencies, foreclosures or losses by
our operators under our leases could adversely affect our income from investments in our portfolio.

Certain third parties may not be able to satisfy their obligations to us or our operators due to uncertainty in the capital markets.

Interest rate fluctuations, financial market volatility or credit market disruptions could limit the ability of our operators to obtain credit to finance their
businesses on acceptable terms, which could adversely affect their ability to satisfy their obligations to us. Similarly, if any of our other counterparties, such
as banking institutions, title companies and escrow agents, experiences difficulty in accessing capital or other sources of funds or fails to remain viable, it
could have an adverse effect on our business.

Our operators may be subject to significant legal actions that could result in their increased operating costs and substantial uninsured liabilities, which
may affect their ability to meet their obligations to us.

As is typical in the long-term healthcare industry, our operators may be subject to claims for damages relating to the services that they provide. We give
no assurance that the insurance coverage maintained by our operators will cover all claims made against them or continue to be available at a reasonable cost,
if at all. In some states, insurance coverage for the risk of punitive damages may not, in certain cases, be available to operators due to state law prohibitions or
limitations of availability. As a result, our operators doing business in these states may be liable for punitive damage awards that are either not covered by
their insurance or are in excess of their insurance policy limits.

We also believe that there has been, and will continue to be, an increase in governmental investigations of long-term care providers, particularly in the
area of Medicare/Medicaid false claims, as well as an increase in enforcement actions resulting from these investigations. Insurance is not available to our
operators to cover such losses. Any adverse determination in a legal proceeding or governmental investigation, whether currently asserted or arising in the
future, could have a material adverse effect on an operator’s financial condition. If an operator is unable to obtain or maintain insurance coverage, if
judgments are obtained in excess of the insurance coverage, if an operator is required to pay uninsured punitive damages, or if an operator is subject to an
uninsurable government enforcement action, then such operator could be exposed to substantial additional liabilities. Such liabilities could adversely affect
an operator’s ability to meet its obligations to us.

In addition, we may, in some circumstances, be named as a defendant in litigation involving the services provided by our operators. Although we
generally have no involvement in the services provided by our operators, and our standard lease agreements generally require (or will require) our operators
to indemnify us and carry insurance to cover us in certain cases, a significant judgment against us in such litigation could exceed our and our operators’
insurance coverage, which would require us to make payments to cover any such judgment.

Increased competition, as well as increased operating costs, could result in lower revenues for some of our operators and may affect their ability to meet
their obligations to us.

The long-term healthcare industry is highly competitive, and we expect that it will become more competitive in the future. Our operators are competing
with numerous other companies providing similar healthcare services or alternatives such as home health agencies, life care at home, community-based
service programs, retirement communities and convalescent centers. Our operators compete on a number of different levels, including the quality of care
provided, reputation, the physical appearance of a facility, price, the range of services offered, family preference, alternatives for healthcare delivery, the
supply of competing properties, physicians, staff, referral sources, location and the size and demographics of the population in the surrounding areas. We
cannot be certain that the operators of all of our facilities will be able to achieve occupancy and rate levels that will enable them to meet all of their
obligations to us. Our operators may encounter increased competition in the future that could limit their ability to attract residents or expand their businesses
and, therefore, affect their ability to make their lease payments.

In addition, the market for qualified nurses, healthcare professionals and other key personnel is highly competitive, and our operators may experience
difficulties in attracting and retaining qualified personnel. Increases in labor costs due to higher wages and greater benefits required to attract and retain
qualified healthcare personnel incurred by our operators could affect their ability
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to meet their obligations to us. This situation could be particularly acute in certain states that have enacted legislation establishing minimum staffing
requirements.

The geographic concentration of some of our facilities could leave us vulnerable to an economic downturn, regulatory changes in those areas.

Our properties are located in different states, with concentrations in Arkansas, Georgia, and Ohio. As a result of this concentration, the conditions of
local economies and real estate markets, changes in governmental rules, regulations and reimbursement rates or criteria, changes in demographics, state
funding, acts of nature and other factors that may result in a decrease in demand and reimbursement for skilled nursing services in these states could have a
disproportionately adverse effect on our tenants’ revenue, costs and results of operations, which may affect their ability to meet their obligations to us.

Item 1B.    Unresolved Staff Comments

Disclosure pursuant to Item 1B of Form 10-K is not required to be provided by smaller reporting companies.

Item 2.    Properties

Operating Facilities

As of December 31, 2014, we operated 32 facilities in six states with the operational capacity to serve approximately 3,605 residents. Of the facilities,
we owned and operated 22 facilities, leased and operated six facilities, and managed four facilities.

The following table provides summary information regarding the number of operational beds at our facilities as of December 31 (excluding
discontinued operations):

  December 31,

  2014  2013

Cumulative number of facilities  32  39
Cumulative number of operational beds  3,605  3,908
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    Number of Facilities

State  

Number of
Operational
Beds/Units  Owned  Leased  

Managed
for Third

Parties  Total

Arkansas  1,041  10  —  —  10
Georgia  1,376  3  5  1  9
North Carolina  106  1  —  —  1
Ohio  705  4  1  3  8
Oklahoma  197  2  —  —  2
South Carolina  180  2  —  —  2

Total  3,605  22  6  4  32

Facility Type           
Skilled Nursing  3,410  20  6  3  29
Assisted Living  112  2  —  —  2
Independent Living  83  —  —  1  1

Total  3,605  22  6  4  32

Leased and Subleased Facilities to Third-Party Operators

As of December 31, 2014, we have leased three owned and subleased five leased skilled nursing and rehabilitation facilities to local third-party
operators in the states of Alabama and Georgia with the operational capacity of approximately 820 operational beds. These properties are leased and
subleased on a triple net basis, meaning that the lessee (i.e., the new third-party operator of the property) is obligated under the lease or sublease, as
applicable, for all liabilities of the property in respect to insurance, taxes and facility maintenance, as well as the lease or sublease payments, as applicable.

The following table provides summary information regarding the number of operational beds at our facilities leased and subleased to third-parties as of
December 31:

  December 31,

  2014  2013

Cumulative number of facilities leased and subleased to third-parties  8  3
Cumulative number of operational beds  820  252

    Number of Facilities Leased and Subleased to Third-Parties

State  

Number of
Operational
Beds/Units  Owned  Leased  Total

Alabama  304  2  —  2
Georgia  516  1  5  6

Total  820  3  5  8

Corporate Office

Our corporate office is located in Roswell, Georgia. We own two office buildings in Roswell which contain approximately 13,700 square feet of office
space. In addition, we have a lease and a sublease totaling approximately 5,300 square feet of office space in the Atlanta, Georgia area.

Item 3.    Legal Proceedings
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We are party to various legal actions and administrative proceedings and are subject to various claims arising in the ordinary course of business,
including claims that our services have resulted in injury or death to the residents of our facilities and claims related to employment, staffing requirements
and commercial matters. Although we intend to vigorously defend ourselves in these matters, there is no assurance that the outcomes of these matters will not
have a material adverse effect on our business, results of operations and financial condition.

We operate in an industry that is extremely regulated. As such, in the ordinary course of business, we are continuously subject to state and federal
regulatory scrutiny, supervision and control. Such regulatory scrutiny often includes inquiries, investigations, examinations, audits, site visits and surveys,
some of which are non-routine. In addition, we believe that there has been, and will continue to be, an increase in governmental investigations of long-term
care providers, particularly in the area of Medicare/Medicaid false claims, as well as an increase in enforcement actions resulting from these investigations.
Adverse determinations in legal proceedings or governmental investigations against or involving us, whether currently asserted or arising in the future, could
have a material adverse effect on our business, results of operations and financial condition.

On June 24, 2013, South Star Services, Inc. (“SSSI”), Troy Clanton and Rose Rabon (collectively, the “Plaintiffs”) filed a complaint in the District
Court of Oklahoma County, State of Oklahoma against: (i) AdCare, certain of its wholly owned subsidiaries and Boyd P. Gentry, AdCare’s former Chief
Executive Officer (collectively, the “AdCare Defendants”); (ii) Christopher Brogdon (a director of the Company, owner of greater than 5% of the outstanding
commons stock and a former Chief Acquisition Officer of the Company) and his wife; and (iii) five entities controlled by Mr. and Mrs. Brogdon, which
entities own five skilled-nursing facilities located in Oklahoma (the “Oklahoma Facilities”) that are managed by an AdCare subsidiary. The complaint
alleges, with respect to the AdCare Defendants, that: (i) the AdCare Defendants tortuously interfered with contractual relations between the Plaintiffs and
Mr. Brogdon, and with Plaintiffs’ prospective economic advantage, relating to SSSI’s right to manage the Oklahoma Facilities and seven other skilled-
nursing facilities located in Oklahoma (collectively, the “Facilities”), respectively; (ii) the AdCare Defendants fraudulently induced the Plaintiffs to perform
work and incur expenses with respect to the Facilities; and (iii) one of the AdCare subsidiaries which is an AdCare Defendant provided false and defamatory
information to an Oklahoma regulatory authority regarding SSSI’s management of one of the Oklahoma Facilities. The complaint sought damages against the
AdCare Defendants, including punitive damages, in an unspecified amount, as well as costs and expenses, including reasonable attorney fees.  On March 7,
2014, the Plaintiffs filed an amended complaint in which they alleged additional facts regarding the alleged fraudulent inducement caused by Mr. and Mrs.
Brogdon and the AdCare Defendants. On February 10, 2015, Plaintiffs and the defendants participated in a voluntary mediation in an attempt to resolve the
case. Although the case did not settle at the mediation, Plaintiffs and defendants continued to negotiate over the following weeks and executed a settlement
agreement on March 30, 2015 (the " Clanton Settlement Agreement") to settle all claims for a lump sum payment of $2,000,000. Under the Clanton
Settlement Agreement, the Company is to pay $600,000 to the Plaintiffs with the balance thereof to be paid by two of the Company's insurance carriers. The
Company and the other defendants in the matter deny all of the Plaintiff's claims and any wrongdoing but agreed to settle the matter to avoid the continued
expense and unpredictability of litigation.

On October 2, 2013, the Company responded to certain letters received from Georgia Department of Community Health ("GDCH") in September
2013 requesting payment of past due provider fees totaling $1.2 million for certain nursing facilities for periods prior to the Company's operation of the
facilities. The Company received a final determination from GDCH in April 2014 confirming the Company was responsible for the payment of approximately
$0.1 million relating to these past due provider fees. The Company paid these past due provider fees in the second quarter of 2014.

On March 7, 2014 the Company responded to a letter received from the Ohio Attorney General ("OAG") dated February 25, 2014 demanding
repayment of approximately $1.0 million as settlement for alleged improper Medicaid payments related to seven Ohio facilities affiliated with the Company.
The OAG alleged that the Company had submitted improper Medicaid claims for independent laboratory services for glucose blood tests and capillary blood
draws. The Company intends to defend itself against the claims. The Company has not recorded a liability for this matter because the liability, if any, and
outcome cannot be determined at this time.

On October 30, 2014, the Company and the prior owner of a certain 118-bed skilled nursing facility located in Oklahoma City, Oklahoma entered into
a confidential settlement agreement that resolved pending claims between the parties, including breach of contract and tort claims that had been asserted by
the Company and\or its affiliates. As a result of the settlement, the Company has not recorded a reserve against any receivable that it contended might be
owed.

Item 4.    Mine Safety Disclosures

Not applicable.
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PART II

Item 5.    Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Market for Registrant's Common Equity

Our common stock is listed for trading on the NYSE MKT under the symbol "ADK." The high and low sales prices of our common stock during the
quarters listed below were as follows:

"ADK"    High  Low

2014  First Quarter  $ 4.67  $ 4.00
  Second Quarter  $ 4.70  $ 3.65
  Third Quarter  $ 5.05  $ 4.22
  Fourth Quarter  $ 4.77  $ 3.58
       

2013  First Quarter  $ 5.12  $ 3.66
  Second Quarter  $ 6.26  $ 3.85
  Third Quarter  $ 4.98  $ 3.82
  Fourth Quarter  $ 4.50  $ 3.62

 Based on information supplied from our transfer agent, there were approximately 2,053 shareholders of record of our common stock as of March 27,
2015.

We have never paid any cash dividends with respect to our common stock. Our ability to pay dividends will depend upon our future earnings and net
worth. We are restricted by Georgia law from paying dividends on the common stock if we are not able to pay our debts as they become due in the normal
course of business or if our total assets would be less than the sum of our total liabilities plus the amount that would be needed to satisfy the preferential
rights upon dissolution of the shareholders whose preferential rights are superior. In addition, no cash dividends may be declared or paid on our common
stock unless full cumulative dividends on our Series A Preferred Stock have been, or contemporaneously are, declared and paid, or declared and a sum
sufficient for the payment thereof is set apart for payments, for all past dividend periods.

Equity Compensation Plan Information

The following table sets forth additional information as of December 31, 2014, concerning shares of our common stock that may be issued upon the
exercise of options and other rights under our existing equity compensation plans and arrangements, divided between plans approved by our shareholders
and plans or arrangements not submitted to the shareholders for approval. The information includes the number of shares covered by and the weighted
average exercise price of, outstanding options and other rights and the number of shares remaining available for future grants excluding the shares to be
issued upon exercise of outstanding options, warrants, and other rights.

  (a)  (b)  (c)

Plan Category  

Number of
Securities to be

Issued Upon
Exercise of

Outstanding
Options,

Warrants and
Rights  

Weighted-Average
Exercise Price of

Outstanding
Options,

Warrants and
Rights  

Number of
Securities Remaining

Available for
Future Issuance

Under Equity
Compensation

Plans (Excluding
Securities Reflected

in Column (a))

Equity compensation plans approved by security holders(1)  934,594  $ 4.91  471,526
Equity compensation plans not approved by security holders(2)  2,716,332  $ 3.45  —

Total  3,650,926  $ 3.82  471,526

(1) Represents options issued pursuant to the: (i) AdCare Health Systems, Inc. 2011 Stock Incentive Plan and (ii) 2005 Stock Option Plan of AdCare
Health Systems, Inc. which were all approved by our shareholders.

(2) Represents warrants issued outside of our shareholder approved plans as described below:
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• On November 16, 2007, we issued to our Board of Directors, as partial consideration for serving on our Board, ten-year warrants to purchase
649,000 shares of our common stock at exercise prices ranging from $1.21 to $4.00. These warrants were subject to certain anti-dilution
adjustments, and, therefore, were adjusted in October 2010, October 2011, and October 2012 for a 5% stock dividend in each year. During
2014, 4,630 warrants were exercised. As a result, the warrants now represent the right to purchase 746,670 shares at exercise prices ranging
from $1.04 to $3.43 per share.

• On November 16, 2007, we issued to members of our management team, as incentive compensation, ten‑year warrants to purchase 83,275
shares of our common stock at exercise prices ranging from $1.21 to $4.00. These warrants were subject to certain anti-dilution adjustments,
and, therefore, were adjusted in October 2010, October 2011, and October 2012 for a 5% stock dividend in each year. As a result, the
warrants now represent the right to purchase 96,401 shares at exercise prices ranging from $1.04 to $3.43 per share.

• On September 24, 2009, we issued to Christopher Brogdon, as inducement to become our Chief Acquisition Officer, an eight-year warrant
to purchase 300,000 shares of our common stock at exercise prices ranging from $3.00 to $5.00. This warrant was subject to certain anti-
dilution adjustments, and, therefore, was adjusted in October 2010, October 2011, and October 2012 for a 5% stock dividend in each year.
As a result, the warrant now represents the right to purchase 347,288 shares at exercise prices ranging from $2.59 to $4.32 per share.

• On May 2, 2011, we issued to Noble Financial, as partial consideration for providing certain financing to the Company, a five-year warrant
to purchase 50,000 shares of our common stock at an exercise price of $4.50. This warrant was subject to certain anti-dilution adjustments,
and, therefore, was adjusted in October 2011 and October 2012 for a 5% stock dividend in each year. As a result, the warrant now represents
the right to purchase 55,125 shares at an exercise price of $4.08 per share.

• On December 19, 2011, we issued to David Rubenstein, as inducement to become our Chief Operating Officer, a ten-year warrant to
purchase 100,000 shares of our common stock at an exercise price of $4.13, and a ten-year warrant to purchase 100,000 shares of our
common stock at an exercise price of $4.97. These warrants were subject to certain anti-dilution adjustments, and, therefore, were adjusted
in October 2012 for a 5% stock dividend. In accordance with Mr. Rubenstein's Separation Agreement, the unvested portion of his warrants
was forfeited as of December 31, 2014 (see Part III, Item 11. "Executive Compensation - Employment Agreements - "David Rubenstein"). As a
result, the warrants now represent the right to purchase 105,000 shares at an exercise price of $3.93 per share and 69,993 shares at an
exercise price of $4.58 per share.

• On March 30, 2012, we issued to Cantone Asset Management LLC, as partial consideration for providing certain financing to the
Company, a three-year warrant to purchase 300,000 shares of our common stock at an exercise price of $4.00. This warrant is subject to
certain anti‑dilution adjustments, and, therefore, was adjusted on October 22, 2012 for a 5% stock dividend. As a result, the warrant now
represents the right to purchase 315,000 shares at an exercise price of $3.81 per share. This warrant was exercised in March 2015.

• On April 1, 2012, we issued to Strome Alpha Offshore Ltd., as partial consideration for providing certain financing to the Company, a three-
year warrant to purchase 312,500 shares of our common stock at an exercise price of $4.00. This warrant is subject to certain anti-dilution,
adjustments, and, therefore, was adjusted on October 22, 2012 for a 5% stock dividend. On September 3, 2014, 200,000 of these shares were
exercised. As a result, the warrant now represents the right to purchase 128,125 shares at an exercise price of $3.81 per share. This warrant
was exercised in March 2015.

• On July 2, 2012, we issued to Cantone Research, Inc., as partial consideration for serving as placement agent for the sale of certain
promissory notes of the Company, a three-year warrant to purchase 100,000 shares of our common stock at an exercise price of $4.00. This
warrant is subject to certain anti-dilution adjustments, and, therefore, was adjusted on October 22, 2012 for a 5% stock dividend. As a result,
the warrant now represents the right to purchase 105,000 shares at an exercise price of $3.81 per share.

• On August 31, 2012, we issued to an investor relations firm, as partial consideration for providing certain investor relations services to the
Company, a three-year warrant to purchase 15,000 shares of our common stock at an exercise price of $4.59. This warrant is subject to
certain anti-dilution adjustments, and, therefore, was adjusted on October 22, 2012 for a 5% stock dividend. As a result, the warrant now
represents the right to purchase 15,750 shares at an exercise price of $4.37 per share.
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• On December 28, 2012, we issued to Strome Alpha Offshore, Ltd., as partial consideration for providing certain financing to the Company, a
ten-year warrant to purchase 50,000 shares of our common stock at an exercise price of $3.80. This warrant is subject to certain anti-dilution
adjustments.

• On May 15, 2013, we issued to Ronald W. Fleming, as an inducement to become our Chief Financial Officer, a ten-year warrant to purchase
70,000 shares of our common stock at an exercise price of $5.90, which vests as to one-third of the underlying shares on each of the
successive three anniversaries of the issue date. On October 8, 2014, Mr. Fleming left the Company and forfeited the unvested portion of his
warrant. As a result, the warrant now represents the right to purchase 23,333 shares at an exercise price of $5.90 per share.

• On October 26, 2013 we issued to Cantone Research, Inc., as partial consideration for providing certain financing to the Company, a two-
year warrant to purchase 75,000 shares of our common stock at an exercise price of $3.96 per share.

• On November 26, 2013, we issued to an investor relations firm, as partial consideration for providing certain investor relations services to
the Company, a ten-year warrant to purchase 10,000 shares of our common stock at an exercise price of $3.96.

• On March 28, 2014, we issued to the placement agents in the Company’s offering of the 2014 Notes, as partial compensation for serving as
placement agents in such offering, five-year warrants to purchase an aggregate of 48,889 shares of common stock at an exercise price of
$4.50 per share.

• On July 1, 2014, David Tenwick, Director, sold an aggregate total of 218,946 fully vested and unexercised warrants for a total sale price of
$328,419 to Park City Capital Offshore Master, Ltd., an affiliate of Director Michael J. Fox.

• On October 10, 2014, we issued to William McBride III, as an inducement to become our Chief Executive Officer, a ten-year warrant to
purchase 300,000 shares of our common stock at an exercise price of $4.49, which vests as to one-third of the underlying shares on each of
the successive three anniversaries of the issue date.

• On December 23, 2014, we issued to Knaup Business Advisors, LLC, as partial consideration for providing certain professional services to
the Company, a five-year warrant to purchase 224,758 shares of our common stock at an exercise price of $4.04.

Issuance of Unregistered Securities

See Part II, Item 9B. Other Information - "Issuance of Other Unregistered Securities” of this Annual Report for a description of unregistered securities
issuances.

Item 6.    Selected Financial Data

Disclosure pursuant to Item 6 of Form 10-K is not required to be provided by smaller reporting companies.
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Item 7.    Management's Discussion and Analysis of Financial Condition and Results of Operations

Overview

We own, operate and manage for third-parties skilled nursing facilities and assisted living facilities in the states of Arkansas, Georgia, North Carolina,
Ohio, Oklahoma, and South Carolina. As of December 31, 2014, we operate or manage 32 facilities, consisting of 29 skilled nursing facilities, two assisted
living facilities and one independent living/senior housing facility totaling approximately 3,600 beds. Our facilities provide a range of health care services
to their patients and residents including, but not limited to, skilled nursing and assisted living services, social services, various therapy services, and other
rehabilitative and healthcare services for both long-term residents and short-stay patients. As of December 31, 2014, of the total 32 facilities operated, we
owned and operated 22 facilities, leased and operated six facilities, and managed four facilities for third-parties.

As of December 31, 2014, the Company also has leased three owned and subleased five leased skilled nursing and rehabilitation facilities to local third-
party operators in the states of Alabama and Georgia. The patient care revenue, related cost of services, and facility rental expense prior to the commencement
of subleasing are classified as discontinued operations.

On February 28, 2013, the Company completed the sale of the facility known as Lincoln Lodge Retirement Residence and used the proceeds to pay
the principal balance of the mortgage note with respect to the facility of $1.9 million. The Company recognized a gain on the sale of approximately $0.1
million and cash proceeds, net of costs and debt payoff, of $0.6 million. 

On June 11, 2013, the Company completed the sale of its former Springfield, Ohio corporate office building which was sold for the approximate net
book value. The Company used the proceeds to pay off the principal balance of the mortgage note with respect to the building of approximately $0.1
million.

On June 12, 2013, the Company entered into two sublease agreements to exit the operations of two skilled nursing facilities located in Tybee Island,
Georgia effective June 30, 2013. On December 18, 2013, a sales listing agreement was executed for the 105-bed assisted living facility located in Hoover,
Alabama, which is owned by a consolidated variable interest entity. The two skilled nursing facilities located in Tybee Island, Georgia and the assisted living
facility located in Hoover, Alabama are reported as discontinued operations (see Note 11 - Discontinued Operations to our Consolidated Financial
Statements included in Part II, Item 8., "Financial Statements and Supplementary Data").

On March 31, 2014, the Company entered into a representation agreement to sell a 102-bed skilled nursing facility located in Tulsa, Oklahoma, to
exit the operations. On July 1, 2014, the Company entered into an agreement effective July 1, 2014 to sublease a 52-bed skilled nursing facility located in
Thomasville, Georgia to a local nursing home operator. These two facilities are reported as discontinued operations (see Note 11 - Discontinued Operations
to our Consolidated Financial Statements included in Part II, Item 8., "Financial Statements and Supplementary Data").

On July 23, 2014, we announced that the Board had approved a strategic plan to transition the Company to a healthcare property holding and
leasing company. Through a series of leasing and subleasing transactions, the Company is in the process of transitioning to third-parties the operations of the
Company’s currently owned and operated and leased and operated healthcare facilities, which are principally skilled nursing facilities. In furtherance of this
strategic plan, the Company is now focused on the ownership, acquisition and leasing of healthcare related properties.

On September 22, 2014, as part of its ongoing strategic plan, the Company entered into two separate lease agreements to lease two of its skilled
nursing and rehabilitation facilities in Alabama to a local nursing home operator that commenced on December 1, 2014. These two facilities are reported as
discontinued operations (see Note 11 - Discontinued Operations to our Consolidated Financial Statements included in Part II, Item 8., "Financial Statements
and Supplementary Data").

On September 30, 2014, the lease agreement to operate a 90-bed skilled nursing facility located in Cassville, Missouri expired. The Company
elected not to renew the lease agreement consistent with its strategic plan to transition to a healthcare property holding and leasing company. This facility is
reported as discontinued operations (see Note 11 - Discontinued Operations to our Consolidated Financial Statements included in Part II, Item 8., "Financial
Statements and Supplementary Data").

On October 22, 2014, the Company entered into separate sublease agreements that commenced on November 1, 2014 to sublease a 130-bed skilled
nursing facility located in Dublin, Georgia and an 86-bed skilled nursing facility located in Lumber City, Georgia to a local nursing home operator. These
two facilities are reported as discontinued operations (see Note 11 - Discontinued Operations to our Consolidated Financial Statements included in Part II,
Item 8., "Financial Statements and Supplementary Data").
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On October 29, 2014 , the Company entered into separate agreements with third-party operators to: (i) lease one of our facilities; (ii) sublease three of
our facilities; and (iii) sub-sublease one of our facilities. All of the facilities are located in Ohio and the leases and subleases will commence on the first day of
the month after lessees' receipt of: (a) all licenses and other approvals from the State of Ohio to operate the facility; and (b) approval of the lease by HUD.

The Company entered into additional leasing agreements subsequent to December 31, 2014. See Note 20 - Subsequent Events to our Consolidated
Financial Statements included in Part II, Item 8., "Financial Statements and Supplementary Data" for details of the agreements.

Liquidity

We have access to various cash resources to offset our significant cash needs.

Sources of Liquidity

At December 31, 2014, we had $10.7 million in cash and cash equivalents as well as restricted cash and investments of $8.8 million. During 2015, we
anticipate both access to and receipt of several sources of liquidity. At December 31, 2014, we have one facility and one office building held for sale, and one
variable interest entity held for sale that we anticipate selling during 2015. We expect that the cash proceeds and the release of restricted cash will
approximate the related obligations.

In January 2015, we entered into exclusive listing agreements on the two office buildings located in Roswell, Georgia that we also anticipate selling
during 2015. We expect that the cash proceeds will exceed obligations by approximately $0.6 million.

We routinely have ongoing discussions with existing and potential new lenders to refinance current debt on a longer term basis and, in recent periods,
have refinanced shorter term acquisition debt, including seller notes, with traditional longer term mortgage notes, some of which have been executed under
government guaranteed lending programs. During 2015, we anticipate net proceeds for working capital of approximately $3.0 million on refinancing of
existing debt, primarily in the second and third quarters of 2015.

In July 2014, we announced that the Board of Directors had approved a strategic plan to transition the Company to a healthcare property holding and
leasing company. Through a series of leasing and subleasing transactions, the Company will transition to third-parties the operations of the Company’s
currently owned and operated healthcare facilities, which are principally skilled nursing facilities. The Company is focused on the ownership, acquisition
and leasing of healthcare related properties. We estimate cash flow from operations and other working capital changes of approximately $7.8 million for the
year ending December 31, 2015.

We maintain certain revolving lines of credit for which we have limited remaining capacity and all of which are due in 2015. Given our transition out
of healthcare operations, we do not anticipate any additional draws on these facilities.

Other liquidity sources include but to a lesser extent, the proceeds from the exercise of options and warrants.

Cash Requirements

At December 31, 2014, we had $151.4 million in indebtedness of which the current portion is $33.3 million. This current portion is comprised of the
following components: i) convertible debt of approximately $14.0 million, ii) debt of held for sale entities of approximately $11.2 million, primarily senior
debt - bond and mortgage indebtedness, and iii) remaining debt of approximately $8.1 million which includes revolver debt, senior debt - bonds, and senior
debt - mortgage indebtedness. For a complete debt listing and facility detail, see Note 9, Notes Payable and Other Debt, to the Company’s consolidated
financial statements in Part II, Item 8 of this Annual Report.

The convertible debt includes two subordinated convertible debt issuances. One was issued in 2012 (the “2012 Notes”) and has an outstanding
principal amount of $7.5 million at December 31, 2014 with maturity on July 31, 2015. At any time on or after the six-month anniversary of the date of
issuance of the 2012 Notes, the notes are convertible at the option of the holder into shares of the Company's common stock at a conversion price equal to
$3.97 per share (adjusted for a 5% stock dividend paid on October 22, 2012, and subject to adjustment for stock dividends, stock splits, combination of
shares, recapitalization and other similar events). The other was issued in 2014 (the “2014 Notes”) and has an outstanding principal amount of $6.5 million at
December 31, 2014 with maturity on April 30, 2015. At any time on or after the date of issuance of the 2014 Notes, the notes are convertible at the option of
the holder into shares of the common stock at an initial conversion price equal to $4.50 per share, subject to adjustment for stock dividends, stock splits,
combination of shares, recapitalization and other similar
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events. While management cannot predict with certainty, we anticipate that some holders of the subordinated convertible notes may elect to convert their
subordinated convertible notes into shares of common stock provided the common stock continues to trade above the applicable conversion price for such
notes.

On March 31, 2015, the Company entered into subscription agreements with certain accredited investors pursuant to which the Company accepted
subscriptions for an aggregate of $8.5 million in principal amount of the Company’s 10% Convertible Subordinated Notes Due April 30, 2017 ("2015
Notes"). In connection therewith, the Company issued approximately $1.7 million in principal amount of 2015 Notes on March 31, 2015, and will issue 2015
Notes for the remaining principal amount of the accepted subscriptions on or before April 30, 2015, upon receipt of payment thereof.

The current debt maturing in 2015 for all other debt approximates $8.1 million . As indicated previously, we routinely have ongoing discussions with
existing and potential new lenders to refinance current debt on a longer term basis and, in recent periods, have refinanced shorter term acquisition debt,
including seller notes, with traditional longer term mortgage notes, some of which have been executed under government guaranteed lending programs. We
anticipate net principal disbursements of approximately $5.1 million which reflect the offset of anticipated proceeds on refinancing of approximately $3.0
million.

We anticipate our operating cash requirements as being substantially less than in 2014 due to the transition to a healthcare property holding and
leasing company. Based on the described sources of liquidity and related cash requirements, we expect sufficient funds for our operations, scheduled debt
service, and capital expenditures at least through the next 12 months. On a longer term basis, at December 31, 2014 we have approximately $74.4 million of
debt maturities due between 2015 and 2017, excluding convertible promissory notes which are convertible into shares of the Company's common stock. We
have been successful in recent years in raising new equity capital and believe, based on recent discussions that these markets will continue to be available to
us for raising capital in 2015 and beyond. We believe our long-term liquidity needs will be satisfied by these same sources, as well as borrowings as required
to refinance indebtedness.

In order to satisfy our capital needs, we seek to: (i) improve our operating results through a series of leasing and subleasing transactions with favorable
terms and consistent and predictable cash flow; (ii) expand our borrowing arrangements with certain existing lenders; (iii) refinance current debt where
possible to obtain more favorable terms; and (iv) raise capital through the issuance of debt or equity securities. We anticipate that these actions, if successful,
will provide the opportunity for us to maintain liquidity on a short and long term basis, thereby permitting us to meet our operating and financing
obligations for the next 12 months. However, there is no guarantee that such actions will be successful or that anticipated operating results will be achieved.
We currently have limited borrowing availability under our existing revolving credit facilities. If the Company is unable to improve operating results,
expand existing borrowing agreements, refinance current debt, the convertible promissory notes due July 31, 2015 are not converted into shares of the
Company's common stock and are required to be repaid by us in cash, or raise capital through the issuance of securities, then the Company may be required to
restructure its outstanding indebtedness, implement further cost reduction initiatives or sell assets.

Acquisitions

The Company had no acquisitions during the years ended December 31, 2014 or 2013.

Divestitures

On December 1, 2012, the Company entered into a sublease arrangement to exit the operations of a skilled nursing facility located in Jeffersonville,
Georgia.

On June 12, 2013, the Company entered into two sublease agreements to exit the operations of two skilled nursing facilities located in Tybee Island,
Georgia effective June 30, 2013.

On December 18, 2013, our consolidated variable interest entity entered into a sales listing agreement to sell a 105-bed assisted living facility
owned by it located in Hoover, Alabama.

On March 31, 2014, the Company entered into a representation agreement to sell a 102-bed skilled nursing facility located in Tulsa, Oklahoma, to
exit the operations.

O n July 1, 2014, the Company entered into an agreement, effective July 1, 2014, to sublease a 52-bed skilled nursing facility located in
Thomasville, Georgia to a local nursing home operator.
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On September 22, 2014, two wholly-owned subsidiaries of the Company entered into separate lease agreements to lease a 182-bed skilled nursing
facility located in Attalla, Alabama and a 124-bed skilled nursing facility located in Glencoe, Alabama to a local nursing home operator. These leases
commenced on December 1, 2014.

On September 30, 2014, the lease agreement to operate a 90-bed skilled nursing facility located in Cassville, Missouri expired. The Company
elected not to renew the lease agreement consistent with its strategic plan to transition to a healthcare property holding and leasing company.

On October 22, 2014, two wholly-owned subsidiaries of the Company entered into separate sublease agreements that commenced on November 1,
2014, to sublease a 130-bed skilled nursing facility located in Dublin, Georgia and an 86-bed skilled nursing facility located in Lumber City, Georgia to a
local nursing home operator.

The results of operations and cash flows for the Jeffersonville, Georgia skilled nursing facility, the two skilled nursing facilities in Tybee Island,
Georgia, the assisted living facility in Hoover, Alabama, the skilled nursing facility in Tulsa, Oklahoma, the skilled nursing facility in Thomasville, Georgia,
the two skilled nursing facilities in Attalla, Alabama and Glencoe, Alabama, the skilled nursing facility in Cassville, Missouri, and the two skilled nursing
facilities in Dublin, Georgia and Lumber City, Georgia are reported as discontinued operations in the years ended December 31, 2014 and 2013.

The following table summarizes the activity of discontinued operations for the years ended December 31, 2014 and 2013:

(Amounts in 000’s)  December 31, 2014  December 31, 2013

Total revenues from discontinued operations  $ 32,282  $ 43,532
Net loss from discontinued operations  $ (1,510)  $ (1,255)
Interest expense, net from discontinued operations  $ (1,049)  $ (1,128)
Income tax benefit (expense) from discontinued operations  $ 253  $ (33)
Loss on impairment from discontinued operations  $ (1,782)  $ (1,972)
Loss on disposal of assets from discontinued operations  $ —  $ (467)

Segments

Beginning in the fourth quarter of 2012, we only evaluate operating performance for our 29 skilled nursing facilities, our remaining two assisted living
facilities and one independent living facility on a combined basis. Accordingly, management discussion and analysis on a segment basis is not included
herein.

Primary Performance Indicators

We focus on two primary indicators in evaluating our financial performance. Those indicators are facility average occupancy and patient mix. Facility
average occupancy is important as higher occupancy generally leads to higher revenues. In addition, concentrating on increasing the number of Medicare
covered admissions ("the patient mix") helps in increasing revenues. We include commercial insurance covered admissions that are reimbursed at the same
level as those covered by Medicare in our Medicare utilization percentages and analysis.

The tables below reflect our patient care revenue key performance indicators for our skilled nursing facilities ("SNF"), excluding discontinued
operations, for the years ended December 31, 2014 and 2013 . Excluding discontinued operations, our assisted living facilities represent approximately 1.5%
of our total consolidated revenues for the years ended December 31, 2014 and 2013.

SNF Average Occupancy

  
Year Ended 

 December 31,

  2014  2013

SNF Average Occupancy  79.9%  78.2%
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SNF Patient Mix

  All Facilities

  2014  2013

Medicare  16.1%  15.3%
Medicaid  70.0%  71.0%
Other  13.9%  13.7%

Total  100.0%  100.0%

Medicare reimbursement rates and procedures are subject to change from time to time, which could materially impact our revenue. Medicare
reimburses our SNFs under a prospective payment system (“PPS”) for certain inpatient covered services. Under the PPS, facilities are paid a predetermined
amount per patient, per day, based on the anticipated costs of treating patients. The amount to be paid is determined by classifying each patient into a
resource utilization group (“RUG”) category that is based upon each patient’s acuity level. In October 2010, the number of RUG categories was expanded
from 53 to 66 as part of the implementation of the RUGs IV system and the introduction of a revised and substantially expanded patient assessment tool
called the Minimum Data Set, version 3.0. Should future changes in skilled nursing facility payments reduce rates or increase the standards for reaching
certain reimbursement levels, our Medicare revenues could be reduced and/or our costs to provide those services could increase, with a corresponding
adverse impact on our financial condition or results of operations.

 On July 31, 2014, CMS issued its final rule outlining fiscal year 2015 Medicare payment rates for skilled nursing facilities. CMS estimates that
aggregate payments to skilled nursing facilities will increase by $750 million, or 2% for fiscal year 2015, relative to payments in 2014. The estimated
increase reflects a 2.5% market basket increase, reduced by the 0.5% multi-factor productivity (MFP) adjustment required by the Patient Protection and
Affordable Care Act (PPACA).

On July 31, 2013, CMS issued its final rule outlining fiscal year 2014 Medicare payment rates for skilled nursing facilities. CMS estimated that
aggregate payments to skilled nursing facilities would increase by $470 million, or 1.3% for fiscal year 2014, relative to payments in 2013. This estimated
increase is attributable to a 2.3% market basket increase, reduced by the 0.5% forecast error correction and further reduced by the 0.5% multi-factor
productivity adjustment (MFP) as required by PPACA. The forecast error correction is applied when the difference between the actual and projected market
basket percentage change for the most recent available fiscal year exceeds the 0.5% threshold. In its 2014 report to Congress, the Medicare Payment Advisory
Commission recommended eliminating the market basket update and reducing payments through the SNF prospective payments system.

On July 27, 2012, CMS announced a final rule updating Medicare skilled nursing facility PPS payments in fiscal year 2013. The update, a 1.8% or
$670 million increase, reflected a 2.5% market basket increase, reduced by a 0.7% MFP adjustment mandated by the PPACA. This increase was offset by the
2% sequestration reduction, which became effective April 1, 2013.

On April 1, 2014, the President signed into law the Protecting Access to Medicare Act of 2014, which averted a 24% cut in Medicare payments to
physicians and other Part B providers until March 31, 2015. In addition, this law maintains the 0.5% update for such services through December 31, 2014 and
provides a 0.0% update to the 2015 Medicare Physician Fee Schedule (MPFS) through March 31, 2015. Among other things, this law provides the framework
for implementation of a value-based purchasing program for skilled nursing facilities. Under this legislation HHS is required to develop by October 1, 2016
measures and performance standards regarding preventable hospital readmission from skilled nursing facilities. Beginning October 1, 2018, HHS will
withhold 2% of Medicare payments to all skilled nursing facilities and distribute this pool of payment to skilled nursing facilities as incentive payments for
preventing readmissions to hospitals.

 The Middle Class Tax Relief and Job Creation Act of 2012 was signed into law on February 22, 2012, extending the Medicare Part B outpatient
therapy cap exceptions process through December 31, 2012. The statutory Medicare Part B outpatient therapy cap for occupational therapy (“OT”) was
$1,880 for 2012, and the combined cap for physical therapy (“PT”) and speech-language pathology services (“SLP”) was also $1,880 for 2012. This is the
annual per beneficiary therapy cap amount determined for each calendar year. Similar to the therapy cap, Congress established a threshold of $3,700 for PT
and SLP services combined and another threshold of $3,700 for OT services. All therapy services rendered above the $3,700 amount are subject to manual
medical review and may be denied unless pre-approved by the provider’s Medicare Administrative Contractor. The law requires an exceptions process to the
therapy cap that allows providers to receive payment from Medicare for medically necessary therapy services above the therapy cap amount. Beginning
October 1, 2012, some therapy providers may submit requests for exceptions (pre-approval for up to 20 therapy treatment days for beneficiaries at or above
the $3,700 threshold) to avoid denial of claims for services above the threshold amount. The $3,700 figure is the defined threshold that triggers the provision
for an exception request. Prior to October 1, 2012, there was no provision for an exception request when the threshold was exceeded.
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 On January 2, 2013, the President signed the American Taxpayer Relief Act of 2012 into law. This statute creates a Commission of Long Term Care,
the goal of which is to develop a plan for the establishment, implementation, and financing of a comprehensive, coordinated, and high-quality system that
ensures the availability of recommendations from this commission may have an impact on coverage and payment for our services.

  Should future changes in PPS include further reduced rates or increased standards for reaching certain reimbursement levels (including as a result of
automatic cuts tied to federal deficit cut efforts or otherwise), our Medicare revenues derived from our skilled nursing facilities) could be reduced, with a
corresponding adverse impact on our financial condition or results of operation.

 We also derive a substantial portion of our consolidated revenue from Medicaid reimbursement, primarily through our skilled nursing business.
Medicaid programs are administered by the applicable states and financed by both state and federal funds. Medicaid spending nationally has increased
significantly in recent years, becoming an increasingly significant component of state budgets. This, combined with slower state revenue growth and other
state budget demands, has led both the federal government to institute measures aimed at controlling the growth of Medicaid spending (and in some
instances reducing it).

 Historically, adjustments to reimbursement under Medicare and Medicaid have had a significant effect on our revenue and results of operations.
Recently enacted, pending and proposed legislation and administrative rulemaking at the federal and state levels could have similar effects on our business.
Efforts to impose reduced reimbursement rates, greater discounts and more stringent cost controls by government and other payors are expected to continue
for the foreseeable future and could adversely affect our business, financial condition and results of operations. Additionally, any delay or default by the
federal or state governments in making Medicare and/or Medicaid reimbursement payments could materially and adversely affect our business, financial
condition and results of operations.

Average occupancy and reimbursement rates at the Company’s skilled nursing facilities for the years ended December 31, 2014 and 2013 were as
follows:

SNF Analysis by State For the Year Ended December 31, 2014:

State  

Operational
Beds at

Period End(1)  

Period's
Average

Operational
Beds  

Occupancy
(Operational

Beds)  

Medicare
Utilization

(Skilled
%ADC)(2)  

2014
Total

Revenues  

Medicare
(Skilled)

$PPD  
Medicaid
$PPD(3)

Arkansas  1,009  1,009  67.9%  18.2%  $ 57,246  $ 477.42  $ 164.35
Georgia  1,115  1,115  90.7%  14.8%  $ 79,586  $ 456.85  $ 161.38
North Carolina  106  106  68.3%  18.4%  $ 6,218  $ 453.29  $ 162.46
Ohio  293  293  84.3%  14.5%  $ 20,617  $ 440.52  $ 164.57
Oklahoma  197  197  73.5%  18.8%  $ 11,252  $ 457.56  $ 144.68
South Carolina  180  180  87.9%  13.7%  $ 12,139  $ 437.17  $ 164.06

Total  2,900  2,900  79.9%  16.1%  $ 187,058  $ 460.93  $ 161.88

(1) Excludes managed beds which are not consolidated
(2) ADC is the Average Daily Census
(3) PPD is the Per Patient Day equivalent
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SNF Analysis by State For the Year Ended December 31, 2013:

State  

Operational
Beds at

Period End(1)  

Period's
Average

Operational
Beds  

Occupancy
(Operational

Beds)  

Medicare
Utilization

(Skilled
%ADC)(2)  

2013
Total

Revenues  

Medicare
(Skilled)

$PPD  
Medicaid
$PPD(3)

Arkansas  1,009  1,009  62.3%  16.6%  $ 51,447  $ 446.41  $ 168.33
Georgia  1,115  1,115  92.4%  15.1%  $ 80,818  $ 461.45  $ 158.77
North Carolina  106  106  72.5%  16.0%  $ 6,368  $ 455.11  $ 163.83
Ohio  293  293  83.1%  14.3%  $ 20,219  $ 430.79  $ 167.24
Oklahoma  197  197  72.0%  14.1%  $ 10,084  $ 433.98  $ 142.60
South Carolina  180  180  82.4%  14.4%  $ 11,010  $ 410.31  $ 158.85
Total  2,900  2,900  78.2%  15.3%  $ 179,946  $ 448.93  $ 161.45

(1) Excludes managed beds which are not consolidated
(2) ADC is the Average Daily Census
(3) PPD is the Per Patient Day equivalent

Critical Accounting Policies

We prepare our financial statements in accordance with accounting principles generally accepted in the United States ("GAAP"). The preparation of
these financial statements requires us to make estimates and judgments that affect the reported amount of assets, liabilities, revenues and expenses. On an
ongoing basis we review our judgments and estimates, including, but not limited to, those related to doubtful accounts, income taxes, stock compensation,
intangible assets and loss contingencies. We base our estimates on historical experience, business knowledge and on various other assumptions that we
believe to be reasonable under the circumstances at the time. Actual results may vary from our estimates. These estimates are evaluated by management and
revised as circumstances change. We believe that the following represents our critical accounting policies:

Consolidation with Entities in Which We Have Determined to Have a Controlling Financial Interest

Arrangements with other business enterprises are evaluated, and those in which AdCare is determined to have controlling financial interest are
consolidated. Guidance is provided by FASB ASC Topic 810-10, Consolidation—Overall, which addresses the consolidation of business enterprises to
which the usual condition of consolidation (ownership of a majority voting interest) does not apply. This interpretation focuses on controlling financial
interests that may be achieved through arrangements that do not involve voting interests. It concludes that, in absences of clear control through voting
interests, a company's exposure (variable interest) to the economic risks and potential rewards from the variable interest entity's assets and activities are the
best evidence of control. If an enterprise holds a majority of the variable interests of an entity, it would be considered the primary beneficiary. The primary
beneficiary is required to consolidate the assets, liabilities and results of operations of the variable interest entity in its financial statements.

We have evaluated and concluded that as of December 31, 2014, we have one relationship with a variable interest entity in which we have determined
that we are the primary beneficiary required to consolidate the entity (see Note 15 - Variable Interest Entity to our consolidated financial statements included
in Part II, Item 8., "Financial Statements and Supplementary Data").

Revenue Recognition

The Company recognizes revenue when the following four conditions have been met: (i) there is persuasive evidence that an arrangement exists;
(ii) delivery has occurred or service has been rendered; (iii) the price is fixed or determinable; and (iv) collection is reasonably assured. The Company's
revenue is derived primarily from providing healthcare services to residents and is recognized on the date services are provided at amounts billable to the
individual. For reimbursement arrangements with third-party payors, including Medicaid, Medicare and private insurers, revenue is recorded based on
contractually agreed-upon amounts on a per patient, daily basis.
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Revenue from the Medicaid and Medicare programs accounted for 84% of our revenue for each of the years ended December 31, 2014 and 2013. The
Company records revenue from these governmental and managed care programs as services are performed at their expected net realizable amounts under
these programs. The Company's revenue from governmental and managed care programs is subject to audit and retroactive adjustment by governmental and
third-party agencies. Consistent with healthcare industry accounting practices, any changes to these governmental revenue estimates are recorded in the
period the change or adjustment becomes known based on final settlement. We recorded retroactive adjustments to revenue which were not material to our
consolidated revenue for the years ended December 31, 2014 and 2013.

The Company, as lessor, makes a determination with respect to each of its leases whether they should be accounted for as operating leases. The
Company recognizes rental revenues on a straight-line basis over the term of the lease when collectibility is reasonably assured. Differences between rental
income earned and amounts due under the lease are charged or credited, as applicable, to straight-line rent receivable, net. Payments received under operating
leases are accounted for in the statements of operations as rental revenue for actual rent collected plus or minus a straight-line adjustment for estimated
minimum lease escalators.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable consist primarily of amounts due from Medicaid and Medicare programs, other government programs, managed care health plans
and private payor sources. Estimated provisions for doubtful accounts are recorded to the extent it is probable that a portion or all of a particular account will
not be collected.

Accounts receivable are reported net of allowances for doubtful accounts. The administrators and managers of our facilities evaluate the collectibility
of accounts; Corporate management reviews the adequacy of the allowance for doubtful accounts on a monthly basis, and adjustments are made if necessary.

Asset Impairment

The Company reviews the carrying value of long-lived assets that are held and used in our operations for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of these assets is determined based upon expected
undiscounted future net cash flows from the operations to which the assets relate, utilizing management’s best estimate, appropriate assumptions, and
projections at the time. If the carrying value is determined to be unrecoverable from future operating cash flows, the asset is deemed impaired and an
impairment loss would be recognized to the extent the carrying value exceeded the estimated fair value of the asset. We estimate the fair value of assets based
on the estimated future discounted cash flows of the asset. Management has evaluated its long-lived assets and has identified asset impairment during the
years ended December 31, 2014 and 2013.

The Company tests indefinite-lived intangible assets for impairment on an annual basis or more frequently if events or changes in circumstances
indicate that the carrying amount of the intangible asset may not be recoverable.

Goodwill represents the excess of the purchase price over the fair value of identifiable net assets acquired in business combinations. Goodwill is subject
to annual testing for impairment. In addition, goodwill is tested for impairment if events occur or circumstances change that would reduce the fair value of a
facility below its carrying amount. The Company performs its annual test for impairment during the fourth quarter of each year. For the year ended
December 31, 2013, the Company recognized a goodwill impairment charge of approximately $0.8 million on a facility located in Tulsa, Oklahoma acquired
in 2012 which is reflected in loss from discontinued operations. The impairment charge was a result of the required goodwill impairment test that requires the
goodwill to be written down to the estimate of the implied fair value (see Note 6 - Intangible Assets and Goodwill to our Consolidated Financial Statements
included in Part II, Item 8., "Financial Statements and Supplementary Data.").

The Company's asset impairment analysis is consistent with the fair value measurements described in ASC Topic 820, Fair Value Measurements and
Disclosures. For the year ended December 31, 2013, the Company recognized a $0.5 million impairment charge to write down the carrying value of certain
lease rights, equipment, and leasehold improvement values of a facility located in Thomasville, Georgia and an impairment charge of $0.7 million to write
down the carrying value of certain lease rights, equipment, and leasehold improvement values related to two facilities located in Tybee Island, Georgia.
During the year ended December 31, 2014, the Company recorded an impairment of $1.8 million related to an adjustment to the fair value less the cost to sell
the 102-bed nursing facility located in Tulsa, Oklahoma (see Note 11 - Discontinued Operations to our Consolidated Financial Statements included in Part II,
Item 8., "Financial Statements and Supplementary Data"). The impairment charge represents a change in fair value from the carrying value.

Self-Insurance Accruals
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Effective October 1, 2012, the Company is self-insured for employee medical claims (in all states except for Oklahoma, where the Company participates
in the Oklahoma state subsidy program) and has a large deductible workers' compensation plan (in all states except for Ohio, where workers' compensation is
covered under a premium-only policy provided by the Ohio Bureau of Worker's Compensation, a state funded program required by Ohio's monopolistic
workers' compensation system). Determining reserves for healthcare losses and costs that we have incurred as of the end of a reporting period involves
significant judgments based upon our experience and our expectations of future events, including projected settlements for pending claims, known incidents
which we expect may result in claims, estimates of incurred but not yet reported claims, expected changes in premiums for insurance provided by insurers
whose policies provide for retroactive adjustments, estimated litigation costs and other factors. Since these reserves are based on estimates, the actual
expenses we incur may differ from the amount reserved. We regularly adjust these estimates to reflect changes in the foregoing factors, our actual claims
experience, recommendations from our professional consultants, changes in market conditions and other factors; it is possible that such adjustments may be
material.

Business Combinations

The Company follows FASB Accounting Standards Codification (“ASC”) Topic 805, Business Combinations ("ASC 805"), which establishes principles
and requirements for how an acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, any non-
controlling interest in the acquiree as well as the goodwill acquired or gain recognized in a bargain purchase. The guidance also establishes disclosure
requirements to enable the evaluation of the nature and financial effects of the business combination. The Company incurred acquisition costs of
approximately $0.6 million during the year ended December 31, 2013 and no acquisition costs during the year ended December 31, 2014 as discussed in
Note 10 - Acquisitions of the Consolidated Financial Statements included in Part II, Item 8., "Financial Statements and Supplementary Data." ASC 805
requires that we make certain valuations to determine the fair value of assets acquired and the liabilities assumed. Such valuations require us to make
significant estimates, judgments and assumptions, including projections of future events and operating performance.

Stock-Based Compensation

The Company follows the provisions of ASC Topic 718, “Compensation - Stock Compensation” ("ASC 718"), previously referred to as Statement of
Financial Accounting Standards No. 123R - Share-based Payments which requires the measurement and recognition of compensation expense for all share-
based payment awards either modified or granted to employees and directors based upon estimated fair values.  The Black-Scholes-Merton option-pricing
model, consistent with the provisions of ASC 718, was used to determine the fair value of each option granted.  Option valuation models require the input of
highly subjective assumptions, including the expected stock price volatility.  The Company uses projected volatility rates, which are based upon historical
volatility rates, trended into future years.  Because the Company's stock options have characteristics significantly different from those of traded options, and
because changes in the subjective input assumptions can materially affect the fair value estimate, in management’s opinion, the existing models do not
necessarily provide a reliable single measure of the fair value of our options.

Income Taxes

As required by ASC Topic 740, Income Taxes ("ASC 740"), the Company establishes deferred tax assets and liabilities for temporary differences
between the financial reporting basis and the tax basis of our assets and liabilities at tax rates in effect when such temporary differences are expected to
reverse. We generally expect to fully utilize our deferred tax assets; however, when necessary, we record a valuation allowance to reduce our net deferred tax
assets to the amount that is more likely than not to be realized. At December 31, 2014, the Company has a valuation allowance of approximately $16.7
million. In future periods, we will continue to assess the need for and adequacy of the remaining valuation allowance. We follow the relevant ASC 740
guidance when accounting for uncertainty in income taxes. The guidance provides information and procedures for financial statement recognition and
measurement of tax positions taken, or expected to be taken, in tax returns.

In determining the need for a valuation allowance, the annual income tax rate, or the need for and magnitude of liabilities for uncertain tax positions,
we make certain estimates and assumptions. These estimates and assumptions are based on, among other things, knowledge of operations, markets, historical
trends and likely future changes and, when appropriate, the opinions of advisors with knowledge and expertise in certain fields. Due to certain risks
associated with our estimates and assumptions, actual results could differ.

In early 2014, the Internal Revenue Service ("IRS") initiated an examination of the Company's income tax return for the 2011 income tax year. On May
7, 2014, the IRS completed and closed the examination and no changes were required to the Company's 2011 income tax return.
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In October 2014, the Georgia Department of Revenue ("GDOR") initiated an examination of the Company's Georgia income tax returns and net worth
returns for the 2010, 2011, 2012, and 2013 tax years. To date, the GDOR has not proposed any adjustments.

The Company is not currently under examination by any other major income tax jurisdiction.

Recently Issued Accounting Pronouncements

The information required by this Item is provided in Note 1 - Summary of Significant Accounting Policies to our Consolidated Financial Statements
included in Part II, Item 8., "Financial Statements and Supplementary Data."

Results of Operations

Year Ended December 31, 2014 and 2013

Continuing Operations:

The following table sets forth, for the periods indicated, statement of operations items and the amount and percentage of change of these items. The
results of operations for any particular period are not necessarily indicative of results for any future period. The following data should be read in conjunction
with our consolidated financial statements and the notes thereto, which are included herein.

  Year Ended December 31,  Increase (Decrease)
(Amounts in 000's)  2014  2013  Amount  Percent
Revenues:         

Patient care revenues  $ 189,989  $ 182,777  $ 7,212  4 %
Management revenues  1,493  2,097  (604)  (29)%
Rental revenues  1,832  876  956  109 %

Total revenues  193,314  185,750  7,564  4 %
Expenses:         

Cost of services (exclusive of facility rent, depreciation and
amortization)  159.434  152.577  6.857  4 %
General and administrative expenses  15,541  19,032  (3,491)  (18)%
Audit committee investigation expense  —  2,386  (2,386)  (100)%
Facility rent expense  7,080  6,314  766  12 %
Depreciation and amortization  7,300  6,918  382  6 %
Salary retirement and continuation costs  2,636  154  2,482  1,612 %

Total expenses  191,991  187,381  4,610  2 %
Income (loss) from Operations  1,323  (1,631)  2,954  181 %
Other Income (Expense):         

Interest expense, net  (10,780)  (12,351)  (1,571)  (13)%
Acquisition costs, net of gains  (8)  (565)  (557)  (99)%
Derivative gain  —  3,006  (3,006)  (100)%
Loss on extinguishment of debt  (1,803)  (109)  1,694  1,554 %
Loss on legal settlement  (600)  —  600  — %
Loss on disposal of assets  (7)  (10)  (3)  (30)%
Other expense  (888)  (306)  582  190 %

Total other expense, net  (14,086)  (10,335)  3,751  36 %
Loss from Continuing Operations Before Income Taxes:  (12,763)  (11,966)  797  7 %
Income Tax Expense:  (132)  (142)  10  7 %
Loss from Continuing Operations:  $ (12,895)  $ (12,108)  $ 787  6 %
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Year Ended December 31, 2014 Compared to Year Ended December 31, 2013:

Dollars in (000's), except for rate per patient day  2014  2013  Change  % Change

Total Facility Results:         
Patient care revenues  $ 189,989  $ 182,777  $ 7,212  3.9 %
Cost of services  $ 159,434  $ 152,577  $ 6,857  4.5 %
Number of facilities at period end (1)  28  35  (7)  (20.0)%
Actual patient days  883,932  863,562  20,370  2.4 %
Occupancy percentage — Operational beds  80.4%  78.5%  1.9 %  2.4 %
Skilled patient mix  16.1%  15.3%  0.8 %  5.2 %
Average Medicare reimbursement rate per patient day  $ 460.93  $ 448.93  $ 12.00  2.7 %
Medicaid patient mix  70.0%  71.0%  (1.0)%  (1.4)%
Average Medicaid reimbursement rate per patient day  $ 161.88  $ 161.45  $ 0.43  0.3 %

(1) Includes assisted living and skilled nursing facilities; excludes managed facilities.

Patient Care Revenues—Total patient care revenues increased by $7.2 million, or 4%, to $190.0 million for the year ended December 31, 2014,
compared with $182.8 million for the year ended December 31, 2013. The $7.2 million increase is primarily due to an increase in skilled patient mix
percentage from 15.3% to 16.1%, increases in average Medicare reimbursement rate per patient day from $448.93 to $460.93, or 2.7%, an increase in facility
occupancy rate from 78.5% to 80.4%, and increases in average Medicaid reimbursement rates per patient day from $161.45 to $161.88, or 0.3%, compared to
2013.

Rental Revenues—Total rental revenue increased by $1.0 million , or 109% , to $1.8 million for the year ended December 31, 2014, compared with
$0.9 million for the year ended December 31, 2013. The $1.0 million increase is primarily due to leasing three owned skilled nursing facilities and subleasing
five leased skilled nursing facilities during 2014 compared with only subleased three skilled nursing facilities during 2013.

Management Revenues—Management revenues (net of eliminations) decreased by $0.6 million, or 29%. The decrease is primarily due to the
discontinuance of a management agreement effective as of March 1, 2014 (see Note 19 - Related Party Transactions to our Consolidated Financial
Statements included in Part II, Item 8., "Financial Statements and Supplementary Data").

Cost of Services (exclusive of facility rent and depreciation and amortization shown separately)—Cost of services increased by $0.0 million, or 4%, in
2014 as compared with 2013.  The increase in cost of services is primarily due to: (i) an increase of approximately $2.0 million in pharmacy and therapy
expenses and an increase of approximately $0.7 million in nursing expenses due to increased occupancy and skilled patient mix; (ii) an increase of
approximately $1.3 million in dietary, housekeeping and plant operations expenses; (iii) an increase of approximately $1.3 million in employee benefits; (iv)
an increase of approximately $1.1 million in property, general liability and other insurance expenses; and (v) an increase of approximately $0.5 million in
regulatory and other expenses. Cost of services as a percentage of patient care revenue were 0.1% at both December 31, 2014 and December 31, 2013.

General and Administrative—General and administrative costs decreased by $3.5 million to $15.5 million in 2014 from $19.0 million in 2013. The
decrease is primarily due to the following: (i) a decrease in salaries, wages and employee benefits expenses of approximately $1.8 million due to the
Company’s transition from an operator of skilled nursing and assisted living facilities to a healthcare property holding and leasing company; (ii) a decrease
of approximately $0.6 million in accounting and auditing expenses; (iii) a decrease of approximately $0.4 million in board of director fees; (iv) a decrease of
approximately $0.3 million in travel expenses; (v) a decrease of approximately $0.3 million in recruiting costs; and (vi) a decrease of approximately $0.1
million in contract services expense. As a percentage of total revenue, general and administrative costs declined to 8.0% in 2014 compared with 10.2% in
2013, reflecting continued strategies to reduce general and administrative costs and the Transition to a healthcare property holding and leasing company.

Audit Committee Investigation Expense—As previously disclosed, the Audit Committee of the Board of Directors (the "Audit Committee"), in
consultation with management, concluded in March 2013 that: (i) the Company’s previously issued financial statements for the quarters ended March 31,
2012, June 30, 2012 and September 30, 2012 (the “Relevant Financial Statements”) should no longer be relied upon due to errors in the Relevant Financial
Statements identified in connection with
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the audit of the Company’s financial statements for the year ended December 31, 2012; and (ii) the Company would restate the Relevant Financial
Statements. The Audit Committee initiated a further review of, and inquiry with respect to, the accounting and financial issues related to these and other
potential errors and engaged counsel to assist the Audit Committee with such matters.  The Audit Committee completed its inquiry in April 2013 and, in
connection therewith, assisted in the correction of certain errors relating to accounting and financial matters and identified certain material weaknesses in the
Company’s internal control over financial reporting, including weakness in the Company’s ability to appropriately account for complex or non-routine
transactions and in the quality and sufficiency of the Company’s finance and accounting resources. On July 8, 2013, the Company restated the Relevant
Financial Statements by filing with the SEC amendments to its Quarterly Reports on Form 10-Q/A for the quarters ended March 31, 2012, June 30, 2012 and
September 30, 2012. 

In connection with the restatement process and the Audit Committee’s review and inquiry during 2013, the Company incurred significant professional
services costs and other expenses which have been recognized as a special charge totaling approximately $2.4 million for the year ending December 31,
2013. The Company did not incur any additional expenses during 2014 relating to the audit committee investigation.

Facility Rent Expense—Facility rent expense was approximately $7.1 million for 2014 compared with $6.3 million in 2013. The increase is due to the
Company’s transition from an operator of skilled nursing and assisted living facilities to a healthcare property holding and leasing company. The Company
had three subleased facilities during 2013 that were included in discontinued operations.

Depreciation and Amortization—Depreciation and amortization increased by $0.4 million in 2014 compared with 2013. The increase is primarily due
to the finalization of planned renovations at several skilled nursing facilities and the addition of fixed assets during 2014.

Salary Retirement and Continuation Costs—Salary Retirement and Continuation Costs increased by $2.5 million to $2.6 million for the year ended
December 31, 2014, compared with $0.1 million for the same period in 2013. The Company incurred certain retirement and salary continuation costs related
to the Transition of approximately $0.9 million, certain retirement and salary continuation costs related to a separation agreement with a former officer of the
Company of approximately $0.9 million, salary continuation costs related to a separation agreement with an officer of the Company of approximately $0.4
million, and approximately $0.4 million related to the amendment to the consulting agreement with the Company's prior Vice Chairman during 2014.

Interest Expense, net—Interest expense, net decreased $1.6 million, or 13% , to $10.8 million for the year ended 2014 compared with $12.4 million for
the same period in 2013. The decrease is primarily due to the following: (i) a decrease of approximately $0.9 million relating to the holders of the Company's
subordinated convertible promissory notes due August 2014 converting approximately $4.8 million of principal and accrued and unpaid interest outstanding
under such notes into shares of common stock; (ii) a decrease of approximately $0.4 million due to the Company's payment of the remaining outstanding
principal amount of $4.0 million under the Company's subordinated convertible promissory notes due March 2014; (iii) a decrease of approximately $0.2
million relating to the repayment of the outstanding bonds on March 3, 2014 at par plus accrued interest in the amount of $3.1 million from funds that were
previously deposited into a restricted defeased bonds escrow account; and (iv) a decrease of approximately $0.1 million relating to interest savings from the
2014 refinancings of certain senior debt guaranteed by HUD.

Acquisition Costs, Net of Gains—The Company incurred minimal expense for acquisition costs during 2014 compared with $0.6 million for 2013. The
decrease is a result of limited acquisition activity and the Company's transition to a healthcare property holding and leasing company.

Derivative Gain—There was no derivative gain during 2014 compared to the gain of $3.0 million in 2013. The derivative is a product of a convertible
debt instrument entered into during the third quarter of 2010. The expense associated with the derivative is subject to volatility based on a number of factors,
including increases or decreases in our stock price. Increases in our stock price generally result in increases in expense. Conversely, a decrease in our stock
price generally results in the recognition of a gain in our statements of operations. The expense or gain recognized in a period is based on the fair value of the
derivative instrument at the end of the year in comparison to the beginning of the year. The Company amended the debt instruments in October 2013 to
eliminate the derivative feature, among other items. Consequently, the fair value of the derivative instrument was eliminated as of October 2013.

Loss on Debt Extinguishment—Loss on extinguishment of debt increased by $1.7 million to $1.8 million for the year ended December 31, 2014,
compared with the loss of $0.1 million for the same period in 2013. The $1.8 million loss is due to the difference between the conversion price and the market
price on the date the subordinated convertible promissory notes were converted into shares of common stock during 2014.
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Loss on Legal Settlement—For the year ended December 31, 2014, loss on legal settlement was $0.6 million compared with no expense for the same
period in 2013. This $0.6 million loss is due to the settlement of the claims filed in the District Court of Oklahoma County, State of Oklahoma on June 24,
2013. On March 30, 2015, a settlement agreement was executed to settle all claims for a lump sum payment of $2.0 million. Under the settlement agreement,
the Company is to pay $0.6 million to the Plaintiffs with the balance thereof to be paid by two of the Company's insurance carriers. The Company and the
other defendants in the matter deny all of the Plaintiff's claims and any wrongdoing but agreed to settle the matter to avoid the continued expense and
unpredictability of litigation (for further information, see Part I, Item 3., "Legal Proceedings").

Other Expense—For the year ended December 31, 2014, other expense was $0.9 million compared with $0.3 million for the same period in 2013. In
2014, the Company incurred approximately $0.3 million of costs associated with the transition to a healthcare property and holding company and
approximately $0.3 million of legal fees associated with on-going litigation matters.

Income Tax Expense—The Company recognized an income tax expense of approximately $0.1 million for both years ended December 31, 2014 and
December 31, 2013.

Liquidity and Capital Resources

We have access to various cash resources to offset our significant cash needs.

Sources of Liquidity

At December 31, 2014, we had $10.7 million in cash and cash equivalents as well as restricted cash and investments of $8.8 million. During 2015, we
anticipate both access to and receipt of several sources of liquidity. At December 31, 2014, we have one facility and one office building held for sale, and one
variable interest entity held for sale that we anticipate selling during 2015. We expect that the cash proceeds and the release of restricted cash will
approximate the related obligations.

In January 2015, we entered into exclusive listing agreements on the two office buildings located in Roswell, Georgia that we also anticipate selling
during 2015. We expect that the cash proceeds will exceed obligations by approximately $0.6 million.

We routinely have ongoing discussions with existing and potential new lenders to refinance current debt on a longer term basis and, in recent periods,
have refinanced shorter term acquisition debt, including seller notes, with traditional longer term mortgage notes, some of which have been executed under
government guaranteed lending programs. During 2015, we anticipate net proceeds for working capital of approximately $3.0 million on refinancing of
existing debt, primarily in the second and third quarters of 2015.

In July 2014, we announced that the Board of Directors had approved a strategic plan to transition the Company to a healthcare property holding and
leasing company. Through a series of leasing and subleasing transactions, the Company will transition to third-parties the operations of the Company’s
currently owned and operated healthcare facilities, which are principally skilled nursing facilities. The Company is focused on the ownership, acquisition
and leasing of healthcare related properties. We estimate cash flow from operations and other working capital changes of approximately $7.8 million for the
year ending December 31, 2015.

We maintain certain revolving lines of credit for which we have limited remaining capacity and all of which are due in 2015. Given our transition out
of healthcare operations, we do not anticipate any additional draws on these facilities.

Other liquidity sources include but to a lesser extent, the proceeds from the exercise of options and warrants.

Cash Requirements

At December 31, 2014, we had $151.4 million in indebtedness of which the current portion is $33.3 million. This current portion is comprised of the
following components: i) convertible debt of approximately $14.0 million, ii) debt of held for sale entities of approximately $11.2 million, primarily senior
debt - bond and mortgage indebtedness, and iii) remaining debt of approximately $8.1 million which includes revolver debt, senior debt - bonds, and senior
debt - mortgage indebtedness. For a complete debt listing and facility detail, see Note 9, Notes Payable and Other Debt, to the Company’s consolidated
financial statements in Part II, Item 8 of this Annual Report.
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The convertible debt includes two subordinated convertible debt issuances. One was issued in 2012 (the “2012 Notes”) and has an outstanding
principal amount of $7.5 million at December 31, 2014 with maturity on July 31, 2015. At any time on or after the six-month anniversary of the date of
issuance of the 2012 Notes, the notes are convertible at the option of the holder into shares of the Company's common stock at a conversion price equal to
$3.97 per share (adjusted for a 5% stock dividend paid on October 22, 2012, and subject to adjustment for stock dividends, stock splits, combination of
shares, recapitalization and other similar events). The other was issued in 2014 (the “2014 Notes”) and has an outstanding principal amount of $6.5 million at
December 31, 2014 with maturity on April 30, 2015. At any time on or after the date of issuance of the 2014 Notes, the notes are convertible at the option of
the holder into shares of the common stock at an initial conversion price equal to $4.50 per share, subject to adjustment for stock dividends, stock splits,
combination of shares, recapitalization and other similar events. While management cannot predict with certainty, we anticipate that some holders of the
subordinated convertible notes may elect to convert their subordinated convertible notes into shares of common stock provided the common stock continues
to trade above the applicable conversion price for such notes.

On March 31, 2015, the Company entered into subscription agreements with certain accredited investors pursuant to which the Company accepted
subscriptions for an aggregate of $8.5 million in principal amount of the Company’s 10% Convertible Subordinated Notes Due April 30, 2017 ("2015
Notes"). In connection therewith, the Company issued approximately $1.7 million in principal amount of 2015 Notes on March 31, 2015, and will issue 2015
Notes for the remaining principal amount of the accepted subscriptions on or before April 30, 2015, upon receipt of payment thereof.

The current debt maturing in 2015 for all other debt approximates $8.1 million. As indicated previously, we routinely have ongoing discussions with
existing and potential new lenders to refinance current debt on a longer term basis and, in recent periods, have refinanced shorter term acquisition debt,
including seller notes, with traditional longer term mortgage notes, some of which have been executed under government guaranteed lending programs. We
anticipate net principal disbursements of approximately $5.1 million which reflect the offset of anticipated proceeds on refinancing of approximately $3.0
million.

We anticipate our operating cash requirements as being substantially less than in 2014 due to the transition to a healthcare property holding and
leasing company. Based on the described sources of liquidity and related cash requirements, we expect sufficient funds for our operations, scheduled debt
service, and capital expenditures at least through the next 12 months. On a longer term basis, at December 31, 2014 we have approximately $74.4 million of
debt maturities due between 2015 and 2017, excluding convertible promissory notes which are convertible into shares of the Company's common stock. We
have been successful in recent years in raising new equity capital and believe, based on recent discussions that these markets will continue to be available to
us for raising capital in 2015 and beyond. We believe our long-term liquidity needs will be satisfied by these same sources, as well as borrowings as required
to refinance indebtedness.

In order to satisfy our capital needs, we seek to: (i) improve our operating results through a series of leasing and subleasing transactions with favorable terms
and consistent and predictable cash flow; (ii) expand our borrowing arrangements with certain existing lenders; (iii) refinance current debt where possible to
obtain more favorable terms; and (iv) raise capital through the issuance of debt or equity securities. We anticipate that these actions, if successful, will
provide the opportunity for us to maintain liquidity on a short and long term basis, thereby permitting us to meet our operating and financing obligations for
the next 12 months. However, there is no guarantee that such actions will be successful or that anticipated operating results will be achieved. We currently
have limited borrowing availability under our existing revolving credit facilities. If the Company is unable to improve operating results, expand existing
borrowing agreements, refinance current debt, the convertible promissory notes due July 31, 2015 are not converted into shares of the Company's common
stock and are required to be repaid by us in cash, or raise capital through the issuance of securities, then the Company may be required to restructure its
outstanding indebtedness, implement further cost reduction initiatives or sell assets.

The following table presents selected data from our consolidated statement of cash flows for the periods presented:
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  Year Ended December 31,

Amounts in (000's)  2014  2013

Net cash (used in) provided by operating activities—continuing operations  $ (6,383)  $ 825
Net cash provided by operating activities—discontinued operations  1,091  4,238
Net cash provided by (used in) investing activities—continuing operations  2,246  (7,391)
Net cash (used in) provided by investing activities—discontinued operations  (3,001)  4,268
Net cash (used in) provided by financing activities—continuing operations  (2,551)  7,181
Net cash used in financing activities—discontinued operations  (41)  (5,684)
Net Change in Cash  (8,639)  3,437

Cash, Beginning  19,374  15,937
Cash, Ending  $ 10,735  $ 19,374

Year Ended December 31, 2014

Net cash used in operating activities—continuing operations for the year ended December 31, 2014, was approximately $6.4 million consisting
primarily of our income from operations less changes in working capital, and noncash charges (primarily depreciation and amortization, the derivative gain,
share-based compensation, difference between straight-line rent and rent paid, and amortization of debt discounts and related deferred financing costs) all
primarily the result of routine operating activity. Net cash provided by operating activities—discontinued operations was approximately $1.1 million.

Net cash provided by investing activities—continuing operations for the year ended December 31, 2014, was approximately $2.2 million. This is
primarily the result of a decrease in restricted cash deposits while offset by capital expenditures throughout the facilities. Net cash used in investing activities
—discontinued operations was approximately $3.0 million related to restricted cash changes and capital expenditures.

Net cash used in financing activities—continuing operations was approximately $2.6 million for the year ended December 31, 2014. This is primarily
the result of cash proceeds received from additional debt borrowings, partially offset by repayments of existing debt obligations and payments of preferred
stock dividends. Net cash used in financing activities—discontinued operations was approximately $0.04 million consisting of repayments of existing debt
obligations.

Year Ended December 31, 2013

Net cash provided by operating activities—continuing operations for the year ended December 31, 2013, was $0.8 million consisting primarily of our
loss from continuing operations less changes in working capital, and noncash charges (primarily depreciation and amortization, the derivative loss, share-
based compensation, difference between straight-line rent and rent paid, and amortization of debt discounts and related deferred financing costs) all primarily
the result of routine operating activity. Net cash provided by operating activities—discontinued operations was approximately $4.2 million consisting
primarily of our loss from discontinued operations less changes in working capital, and noncash charges (primarily depreciation and amortization, loss on
goodwill impairment, loss on disposal of assets, and bad debt expense) all primarily the result of routine operating activity.

Net cash used in investing activities—continuing operations for the year ended December 31, 2013, was approximately $7.4 million. This is primarily
the result of additional restricted cash deposits and capital expenditures throughout the facilities offset by proceeds received from notes receivable. Net cash
provided by investing activities—discontinued operations was approximately $4.3 million for the year ended December 31, 2013 related to proceeds from
the sale of four of the six Ohio assisted living facilities.

Net cash provided by financing activities—continuing operations was approximately $7.2 million for the year ended December 31, 2013. This is
primarily the result of cash proceeds received from preferred stock issuances, proceeds received from additional debt borrowings, partially offset by
repayments of existing debt obligations and payments of preferred stock dividends. Net cash used in financing activities—discontinued operations was
approximately $5.7 million consisting of repayments of existing debt obligations.

Notes Payable and Other Debt

Notes payable and other debt consists of the following:

  December 31,

Amounts in (000's)  2014  2013

Revolving credit facilities and lines of credit (a)  $ 6,832  $ 8,503
Senior debt—guaranteed by HUD  26,022  4,063
Senior debt—guaranteed by USDA  27,128  27,763
Senior debt—guaranteed by SBA  3,703  5,954
Senior debt - bonds, net of discount (b)  12,967  16,102
Senior debt - other mortgage indebtedness (c)  60,277  78,408
Other debt  430  625
Convertible debt issued in 2010, net of discount  —  6,930
Convertible debt issued in 2011  —  4,459
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Convertible debt issued in 2012  7,500  7,500
Convertible debt issued in 2014  6,500  —

Total  151,359  160,307
Less current portion  22,113  26,154
Less: portion included in liabilities of disposal group held for sale (a),(c)  5,197  —
Less: portion included in liabilities of variable interest entity held for sale (b)  5,956  6,034

Notes payable and other debt, net of current portion  $ 118,093  $ 128,119

(a)  The revolving credit facilities and lines of credit includes $0.2 million related to the outstanding loan entered into in conjunction with the acquisition of the Companions skilled
nursing facility in August 2012.

(b) The senior debt - bonds, net of discount includes $6.0 million related to the Company's consolidated variable interest entity, Riverchase Village ADK, LLC, revenue bonds, in
two series, issued by the Medical Clinical Board of the City of Hoover in the state of Alabama which AdCare has guaranteed the obligation under the bonds.

(c )  The senior debt - other mortgage indebtedness includes $5.0 million related to the outstanding loan entered into in conjunction with the acquisition of Companions in August
2012.
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Scheduled Maturities

The schedule below summarizes the scheduled maturities as of December 31, 2014 for each of the next five years and thereafter. The 2015 maturities
include $0.2 million and $5.0 million, respectively, related to the Companions Specialized Care Center ("Companions") outstanding loans classified as
liabilities of disposal group held for sale and $6.0 million related to the Riverchase bonds classified as liabilities of a variable interest entity held for sale at
December 31, 2014 (see Note 19 - Related Party Transactions to our Consolidated Financial Statements included in Part II, Item 8., "Financial Statements
and Supplementary Data").

  Amounts in (000's)

2015  $ 33,440
2016  49,970
2017  4,966
2018  1,869
2019  1,966
Thereafter  59,541

Subtotal  151,752
Less: unamortized discounts ($174 classified as current)  (393)

Total notes and other debt  $ 151,359

Debt Covenant Compliance

As of December 31, 2014, the Company (including its consolidated variable interest entity) has approximately forty credit related instruments (credit
facilities, mortgage notes, bonds and other credit obligations) outstanding that include various financial and administrative covenant requirements.
Covenant requirements include, but are not limited to, fixed charge coverage ratios, debt service coverage ratios, minimum EBITDA or EBITDAR, current
ratios and tangible net worth requirements. Certain financial covenant requirements are based on consolidated financial measurements whereas others are
based on subsidiary level (i.e. facility, multiple facilities or a combination of subsidiaries comprising less than the Company's consolidated financial
measurements). Some covenants are based on annual financial metric measurements whereas others are based on quarterly financial metric measurements. The
Company routinely tracks and monitors its compliance with its covenant requirements. In recent periods, including as of December 31, 2014, the Company
has not been in compliance with certain financial and administrative covenants. For each instance of such non-compliance, the Company has obtained
waivers or amendments to such requirements including as necessary modifications to future covenant requirements or the elimination of certain requirements
in future periods.

The table below indicates which of the Company's credit-related instruments are out of compliance as of December 31, 2014:
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Credit Facility  

Balance at
December 31,

2014
(000's)  

Consolidated
or

Subsidiary
Level

Covenant
Requirement  

Financial
Covenant  

Measurement
Period  

Min/Max
Financial
Covenant
Required  

Financial
Covenant

Metric
Achieved    

Future
Financial
Covenant

Metric
Required

Gemino Lines of Credit

 

$ 2,575

 

Consolidated

 

Fixed
Charge
Coverage
Ratio
(FCCR)  

Quarterly

 

1.10

 

0.82

 

*

 

1.10

PrivateBank - Line of
Credit

 

$ 3,002

 

Subsidiary

 

Coverage of
Rent and
Debt
Service  

Quarterly

 

1.25

 

0.98

 

*

 

1.25

    

Consolidated

 

Maximum
Leverage to
EBITDA  

Annual

 

11.00

 

11.03

 

*

 

11.00

PrivateBank - Line of
Credit - HUD

 

$ 1,059

 

Consolidated

 

Maximum
Leverage to
EBITDA  

Annual

 

11.00

 

11.03

 

*

 

11.00

Contemporary Healthcare
Capital - Term Note and
Line of Credit - CSCC
Nursing, LLC  

$ 197

 

Subsidiary

 

Minimum
Implied
Current
Ratio  

Quarterly

 

1.00

 

0.94

 

*

 

1.00

   Subsidiary  DSCR  Quarterly  1.15  0.04  *  1.15

 
$ 5,000

 
Subsidiary

 
Minimum
Occupancy  

Quarterly
 

70%
 

67%
 

*
 

70%

PrivateBank - Mortgage
Note - Valley River
Nursing, LLC; Park
Heritage Nursing, LLC;
Benton Nursing, LLC

 
$ 11,007

 
Subsidiary

 
Minimum
EBITDAR  

Quarterly
 

$ 450
 

$ 136
 

*
 

$ 450

   

Subsidiary

 

Fixed
Charge
Coverage
Ratio
(FCCR)  

Quarterly

 

1.05

 

0.84

 

*

 

1.05

PrivateBank - Mortgage
Note - Little Rock HC&R
Nursing, LLC

 
$ 11,627

 
Subsidiary

 
Minimum
EBITDAR  

Quarterly
 

$ 358
 

$ 348
 

*
 

$ 358

   

Subsidiary

 

Borrowers
Coverage of
Debt
Service  

Annual

 

1.10

 

1.09

 

*

 

1.10

   

Consolidated

 

Maximum
Leverage to
EBITDA  

Annual

 

11.00

 

11.03

 

*

 

11.00

Medical Clinic Board of the
City of Hoover - Bonds -
Riverchase Village ADK,
LLC  

$ 6,130

 

Subsidiary

 

Borrowers
Coverage of
Debt
Service  

Annual

 

1.20

 

(0.50)

 

*

 

1.20

   
Subsidiary

 
Days Cash
on Hand  

Annual
 

15
 

0
 

*
 

15

   

Subsidiary

 

Maximum
Days
Outstanding
on Trade
Payables  

Annual

 

10%

 

69%

 

*

 

10%

City of Springfield - Bonds
- Eaglewood Village, LLC

 

$ 7,230

 

Subsidiary

 

Borrowers
Coverage of
Debt
Service  

Annual

 

1.10

 

0.74

 

*

 

1.10

*    Waiver or amendment for violation of covenant obtained.

Revolving Credit Facilities and Lines of Credit

Gemino Northwest Credit Facility

On May 30, 2013, NW 61st Nursing, LLC (“Northwest”), a wholly-owned subsidiary of the Company, entered into a Credit Agreement (the “Northwest
Credit Facility”) with Gemino Healthcare Finance, LLC ("Gemino"). The Northwest Credit Facility provided for a $1.0 million principal amount senior-
secured revolving credit facility.
 

The Northwest Credit Facility matures on January 31, 2015 and interest accrues on the principal balance thereof at an annual rate of 4.75% plus the
current LIBOR rate. Northwest also pays to Gemino: (i) a collateral monitoring fee equal to 1.0% per annum of the daily outstanding balance of the Northwest
Credit Facility; and (ii) a fee equal to 0.5% per annum of the unused portion of the Northwest Credit Facility. In the event the Northwest Credit Facility is
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terminated prior to January 31, 2015, Northwest shall also be required to pay a fee to Gemino in an amount equal to 1.0% of the Northwest Credit Facility.
The Northwest Credit Facility is secured by a security interest in the accounts receivable and the collections and proceeds thereof relating to the Company’s
skilled nursing facility located in Oklahoma City, Oklahoma known as the Northwest Nursing Center. AdCare has unconditionally guaranteed all amounts
owing under the Northwest Credit Facility.
 

The Northwest Credit Facility contains customary events of default, including material breach of representations and warranties, failure to make
required payments, failure to comply with certain agreements or covenants and certain events of bankruptcy and insolvency. Upon the occurrence of an event
of default, Gemino may terminate the Northwest Credit Facility.
In connection with entering into the Northwest Credit Facility, certain affiliates of the Company and Northwest, as applicable, also entered into an
intercreditor and subordination agreement, governmental depository agreement and subordination of
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management fee agreement, each containing customary terms and conditions.

On June 25, 2013, Northwest entered into a First Amendment to the Credit Agreement which amended the Northwest Credit Facility. The amendment,
among other things: (i) amends certain financial covenants regarding fixed charge coverage ratio and minimum EBITDA; and (ii) amends the credit facility to
include the Bonterra Credit Facility (discussed below) as an affiliated credit agreement in determining whether certain financial covenants are being met.
 

On June 28, 2013, two wholly-owned subsidiaries of the Company, entered into a Joinder Agreement, Second Amendment and Supplement to Credit
Agreement with Northwest and Gemino pursuant to which such subsidiaries became additional borrowers under the Northwest Credit Facility. Pursuant to the
joinder, the borrowers granted a continuing security interest in, among other things, their accounts receivables, payment intangibles, chattel paper, general
intangibles, collateral relating to any accounts or payment intangibles, commercial lockboxes and cash, as additional collateral under the Northwest Credit
Facility. In connection with the execution of the joinder, the borrowers issued an amended and restated revolving promissory note in favor of Gemino in the
amount of $1.5 million.

O n February 10, 2014, Northwest entered into a Waiver and Amendment with Gemino which modified the: (i) Northwest Credit Facility; and (ii)
Gemino-Bonterra Credit Facility (described below). The Waiver and Amendment, among other things, adjusted the required: (a) minimum fixed charge
coverage ratio; (b) maximum loan turn days; (c) minimum earnings before interest, taxes, depreciation and amortization; and (d) waived certain specified
defaults in existence as of the date of the Waiver and Amendment.

As of December 31, 2014, $1.3 million was outstanding under the Northwest Credit Facility. At December 31, 2014, the Company was not in
compliance with covenants contained in the Northwest Credit Facility and has obtained a waiver from Gemino (see table above).

On January 30, 2015, a certain wholly-owned subsidiary of the Company, entered into a Fourth Amendment to the Credit Agreement with Gemino
which amended the Northwest Credit Facility. The amendment extends the term of the Northwest Credit Facility from January 31, 2015 to March 31, 2015.

Gemino-Bonterra Credit Facility

On September 20, 2012, ADK Bonterra/Parkview, LLC, a wholly owned subsidiary of the Company ("Bonterra") entered into a Second Amendment to
the Credit Agreement with Gemino ("Gemino-Bonterra Credit Facility"), which amended the original Credit Agreement dated April 27, 2011 between
Bonterra and Gemino. The Gemino-Bonterra Credit Facility is a secured credit facility for borrowings up to $2.0 million. The amendment extended the term
of the Gemino-Bonterra Credit Facility from October 29, 2013 to January 31, 2014 and amended certain financial covenants regarding Bonterra's fixed
charge coverage ratio, maximum loan turn days and applicable margin. Interest accrues on the principal balance outstanding at an annual rate equal to the
LIBOR rate plus the applicable margin of 4.75% to 5.00%, which fluctuates depending upon the principal amount outstanding.

On December 20, 2012, Bonterra entered into a Third Amendment to the Gemino-Bonterra Credit Facility, which altered the financial covenant in the
original credit agreement to exclude the Oklahoma Owners under another credit agreement with Gemino from the covenant calculation of maximum loan turn
days and acknowledged that Bonterra shall not be obligated, directly or indirectly, for any indebtedness or obligations of the Oklahoma Owners to Gemino.

On May 30, 2013, Bonterra, entered into a Fourth Amendment to Credit Agreement with Gemino, which among other things: (i) extends the term of the
Gemino-Bonterra Credit Facility from January 31, 2014 to January 31, 2015; (ii) amended certain financial covenants regarding Bonterra’s fixed charge
coverage ratio and maximum loan turn days; and (iii) amended the Gemino-Bonterra Credit Facility to include the Northwest Credit Facility as an affiliated
credit agreement in determining whether certain financial covenants are being met.

On February 10, 2014, Bonterra entered into a Waiver and Amendment with Gemino which modified the: (i) Northwest Credit Facility; and (ii) Gemino-
Bonterra Credit Facility. The Waiver and Amendment, among other things, adjusted the required: (a) minimum fixed charge coverage ratio; (b) maximum
loan turn days; (c) minimum earnings before interest, taxes, depreciation and amortization; and (d) waived certain specified defaults in existence as of the
date of the Waiver and Amendment.

As of December 31, 2014, $1.3 million was outstanding under the Gemino-Bonterra Credit Facility. At December 31, 2014, the Company was not in
compliance with covenants contained in the Gemino-Bonterra Credit Facility and has obtained a waiver from Gemino (see table above).
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On January 30, 2015, a certain wholly owned subsidiary of the Company, entered into a Seventh Amendment to the Credit Agreement with Gemino
which amended the Gemino-Bonterra Credit Facility. The amendment extends the term of the Bonterra Credit Facility from January 31, 2015 to March 31,
2015.

PrivateBank Credit Facility

On September 20, 2012, the Company entered into a Loan and Security Agreement with PrivateBank ("PrivateBank Credit Facility"). Under the terms
of the PrivateBank Credit Facility, PrivateBank provided a $10.6 million senior secured revolving credit facility for a three-year period with the borrowings
thereunder being subject to a borrowing base and are offset by a $0.7 million standby letter of credit at December 31, 2012, increasing to $2.5 million at
July 31, 2013.

The PrivateBank Credit Facility matures on September 20, 2015. Interest is accrued on the principal balance at an annual rate of the greater of (i) 1%
plus the prime interest rate per annum, or (ii) 5% per annum. Payments for the interest are due monthly and commenced on October 1, 2012. In addition, there
is a non-utilization fee of 0.5% on the unused portion of the available credit. The PrivateBank Credit Facility may be prepaid at any time without premium or
penalty, provided that such prepayment is accompanied by a simultaneous payment of all accrued and unpaid interest, through the date of prepayment. The
PrivateBank Credit Facility is secured by a first priority security interest in the real property and improvements constituting skilled nursing facilities owned
and operated by the Company. AdCare has unconditionally guaranteed all amounts owed to PrivateBank under the PrivateBank Credit Facility.

Proceeds from the PrivateBank Credit Facility were used to pay off all amounts outstanding under a separate 2.0 million credit facility with
PrivateBank under which certain subsidiaries of AdCare were borrowers.

On October 26, 2012, the Company and certain of its wholly owned subsidiaries, on the one hand, and PrivateBank entered into a Modification
Agreement which amends the PrivateBank Credit Facility. The Modification Agreement amended the loan agreement to: (i) allow PrivateBank to issue
additional letters of credit for the account of the borrowers under the loan agreement; and (ii) change the total amount that may be issued under any letters of
credit to $2.5 million. The modification agreement did not change the maximum amount that may be borrowed under the loan agreement by the borrowers
which remained at $10.6 million.

On January 25, 2013, the Company entered into a Memorandum of Agreement with PrivateBank pursuant to which three of the Company’s subsidiaries
and their assets that collateralized the loan, which consist of the three skilled nursing facilities located in Arkansas known as the Aviv facilities, were released
from liability under the PrivateBank Credit Facility. In exchange for the release from liability under the loan agreement, the Company made a payment in the
amount of $0.7 million on December 28, 2012. The Memorandum of Agreement did not change the maximum amount that may be borrowed under the
PrivateBank Credit Facility, which remained $10.6 million.

 On September 30, 2013, certain wholly-owned subsidiaries of the Company entered into a Third Modification Agreement with PrivateBank pursuant
to which: (i) a wholly-owned subsidiary of the Company was added as a borrower to the PrivateBank Credit Facility; and (ii) three of the subsidiaries and
their assets that collateralized the loan were released from their obligations under the PrivateBank Credit Facility because such entities no longer operate
skilled nursing facilities.

On November 26, 2013, certain wholly-owned subsidiaries of the Company entered into a Fourth Modification Agreement with PrivateBank which
modified the PrivateBank Credit Facility. The modification, among other things: (i) increased the letter of credit amount available under the PrivateBank
Credit Facility from $2.5 million to $3.5 million.

On July 24, 2014, certain wholly-owned subsidiaries of the Company entered into a Fifth Modification Agreement with PrivateBank, effective
July 22, 2014, which modified the PrivateBank Credit Facility. The modification, among other things: (i) increased the letter of credit amount available
under the PrivateBank Credit Facility from $3.5 million to $3.8 million; and (ii) amended certain financial terms under the PrivateBank Credit Facility
regarding debt service and interest charges.

On September 24, 2014, certain wholly-owned subsidiaries of the Company entered into a Sixth Modification Agreement with PrivateBank, which
modified the PrivateBank Credit Facility. Pursuant to the Modification: (i) the outstanding amount owing under the PrivateBank Credit Facility was reduced
from $10.6 million to $9.1 million; (ii) three of the Company's subsidiaries and their collateral were released from their obligations under the PrivateBank
Credit Facility because one of the entities no longer operates a skilled nursing facility and each of the two remaining released entities have entered into new
financing arrangements with HUD, as discussed below; and (iii) certain financial terms under the PrivateBank Credit Facility regarding minimum fixed
charge coverage ratio were amended.

On December 17, 2014, certain wholly-owned subsidiaries of the Company entered into a Seventh Modification Agreement with PrivateBank, which
modified the PrivateBank Credit Facility. Pursuant to the Modification: (i) the outstanding amount owing under the PrivateBank Credit Facility was reduced
from $9.1 million to $8.8 million and a Letter of Credit in the
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amount of $3.8 million was provided; and (iii) one of the PrivateBank Borrowers and their collateral were released from their obligations under the
PrivateBank Credit Facility because the entity entered into new financing arrangements with HUD, as discussed below.

Certain subsidiaries of the Company are also borrowers under: (i) a credit facility with PrivateBank used to fund the purchase price of the acquisition
of three skilled nursing facilities and an office facility located in Arkansas; and (ii) a credit facility with PrivateBank used to fund the purchase price of the
West Markham Sub Acute and Rehabilitation Center located in Arkansas.

 As of December 31, 2014, $3.0 million was outstanding of the maximum borrowing amount of $8.8 million under the PrivateBank Credit Facility,
subject to borrowing base limitations.  As of December 31, 2014, the Company has $3.8 million of outstanding letters of credit relating to this credit facility.
At December 31, 2014, the Company was not in compliance with covenants contained in the PrivateBank Credit Facility and has obtained a waiver from
PrivateBank (see table above).

PrivateBank-Woodland Nursing and Glenvue Nursing Credit Facility

On September 24, 2014, certain wholly-owned subsidiaries of the Company entered into a Loan and Security Agreement (the “Woodland Nursing
and Glenvue Nursing Credit Facility”) with PrivateBank. The Woodland Nursing and Glenvue Nursing Credit Facility provides for a $1.5 million principal
amount senior secured revolving credit facility.

The Woodland Nursing and Glenvue Nursing Credit Facility matures on September 24, 2017. Interest on the Woodland Nursing and Glenvue
Nursing Credit Facility accrues on the principal balance thereof at a rate of interest equal to the greater of: (i) a floating per annum rate of interest equal to the
prime rate plus 1.0%; or (ii) 5.0% per annum. These certain wholly-owned subsidiaries of the Company shall also pay to PrivateBank: (i) a one time non-
refundable loan fee in the amount of $11,250 and (ii) a fee equal to 0.5% per annum of the unused portion of the Woodland Nursing and Glenvue Nursing
Credit Facility. The Woodland Nursing and Glenvue Nursing Credit Facility is secured by a security interest in, without limitation, the accounts receivable
and the collections and proceeds thereof relating to the Company’s two skilled nursing facilities located in Springfield, Ohio known as the Eaglewood Care
Center and located in Glennville, Georgia known as the Glenview Health and Rehabilitation Center. AdCare has unconditionally guaranteed all amounts
owing under the Woodland Nursing and Glenvue Nursing Credit Facility.

The Woodland Nursing and Glenvue Nursing Credit Facility contains customary events of default, including material breach of representations and
warranties, failure to make required payments, failure to comply with certain agreements or covenants and certain events of bankruptcy and insolvency. Upon
the occurrence of an event of default, PrivateBank may terminate the Woodland Nursing and Glenvue Nursing Credit Facility.

As of December 31, 2014, $1.1 million was outstanding of the maximum borrowing amount of $1.5 million under the
Woodland Nursing and Glenvue Nursing Credit Facility, subject to borrowing base limitations. At December 31, 2014, the Company was in compliance with
covenants contained in the Woodland Nursing and Glenvue Nursing Credit Facility.

Georgetown and Sumter Credit Facility

On January 30, 2015, two wholly-owned subsidiaries of the Company, entered into a Loan Agreement (the "Georgetown and Sumter Credit
Facility"), between Georgetown, Sumter and PrivateBank. The Georgetown and Sumter Credit Facility provides for a $9.3 million principal amount secured
credit facility.

The Georgetown and Sumter Credit Facility matures on September 1, 2016. Interest on the Georgetown and Sumter Credit Facility accrues on the
principal balance thereof at the LIBOR rate plus 4.25%. Interest payments on the loan shall be due and payable monthly, beginning on March 1, 2015. The
Georgetown and Sumter Credit Facility is secured by, among other things, an assignment of all rents paid under any existing or future leases and rental
agreements with respect to the Georgetown and Sumter Credit Facility.

The Georgetown and Sumter Credit Facility contains customary events of default, including fraud or material misrepresentation or material
omission, failure to make required payments, and failure to perform or comply with certain agreements. Upon the occurrence of certain events of default,
PrivateBank may terminate the Georgetown and Sumter Credit Facility and all amounts under the Georgetown and Sumter Credit Facility will become due
and payable.

AdCare has unconditionally guaranteed all amounts owing under the Georgetown and Sumter Credit Facility. On January 30, 2015, proceeds from
the Georgetown and Sumter Credit Facility were used to pay off all amounts outstanding under a separate $9.0 million credit facility with Metro City Bank
under which certain subsidiaries of the Company were borrowers.
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Northridge, Woodland Hills and Abington Credit Facility

On February 25, 2015, three wholly-owned subsidiaries of the Company entered into a Loan Agreement (the "Northridge, Woodland Hills and
Abington Credit Facility") with PrivateBank. The PrivateBank Credit Facility provides for a $12.0 million principal amount secured credit facility.

The Northridge, Woodland Hills and Abington Credit Facility matures on September 1, 2016. Interest accrues on the principal balance thereof at the
LIBOR rate plus 4.25%. Principal and interest payments on the note shall be due and payable monthly, beginning on March 1, 2015. The facility is secured
by, among other things, an assignment of all rents paid under any existing or future leases and rental agreements with respect to the Northridge, Woodland
Hills and Abington Credit Facility.

AdCare has unconditionally guaranteed all amounts owing under the Northridge, Woodland Hills and Abington Credit Facility. On January 30,
2015, proceeds from the Northridge, Woodland Hills and Abington Credit Facility were used to pay off all amounts outstanding under a separate $12.0
million credit facility with KeyBank National Association ("KeyBank") under which certain subsidiaries of the Company were borrowers.

Contemporary Healthcare Senior

On August 17, 2012, in conjunction with the acquisition of Companions, a wholly owned subsidiary of the Company entered into a Loan Agreement
with Contemporary Healthcare Capital LLC ("Contemporary") and issued a promissory note in favor of Contemporary with a principal amount of $0.6
million ("Contemporary $0.6 million Loan"). The Contemporary $0.6 million Loan matures on August 20, 2015 and interest accrues on the principal balance
at an annual rate of 9.0%. Payments for the interest and a portion of the principal in excess of the borrowing base are payable monthly, commencing on
September 20, 2012.

As of December 31, 2014, $0.2 million was outstanding under the Contemporary $0.6 million Loan. At December 31, 2014, the Company was not in
compliance with covenants contained in the Contemporary $0.6 million Loan and has obtained a waiver from Contemporary (see table above).

Senior Debt—Guaranteed by HUD

Hearth and Home of Vandalia

In connection with the Company's January 2012 refinancing of the assisted living facility known as Hearth and Home of Vandalia, owned by a wholly
owned subsidiary of AdCare, the Company obtained a term loan, insured by HUD, with a financial institution for a total amount of $3.7 million that matures
in 2041. The term loan requires monthly principal and interest payments with a fixed interest rate of 3.74%. Deferred financing costs incurred on the term
loan amounted to $0.2 million and are being amortized to interest expense over the life of the loan. The term loan has a prepayment penalty of 8% starting in
2014, which declines by 1% each year through 2022. This term loan was assumed by the buyer in the closing of the sale of this facility that occurred in May
2013 pursuant to the terms of the sale agreement related to the sale of six of the Company's assisted living facilities located in Ohio (see Note 11 -
Discontinued Operations to our Consolidated Financial Statements included in Part II, Item 8., "Financial Statements and Supplementary Data").

The Pavilion Care Center

The Company has a term loan insured by HUD that totaled approximately $1.7 million at December 31, 2013. The HUD term loan requires monthly
principal and interest payments of approximately $15,000 with a fixed interest rate of 5.95%. The term loan matures in 2027. Deferred financing costs
incurred on this loan amounted to approximately $0.2 million and are being amortized to interest expense over the life of the loan. The loan has a
prepayment penalty of 5% through 2013 declining by 1% each year through 2017. The loan has certain restrictive covenants and HUD regulatory
compliance requirements including maintenance of certain restricted escrow deposits and reserves for replacement. The Company had $0.2 million of
restricted assets related to this loan at December 31, 2013.

On October 1, 2014, a certain wholly-owned subsidiary of the Company entered into a Modification Agreement with
Red Mortgage Capital, LLC ("Red Capital") and HUD which modified the Pavilion Care Center Loan Agreement, dated November 27, 2007, that matures in
2027. The modification, among other things: (i) reduced the rate of interest therein provided from 5.95% per annum to 4.16% per annum, effective as of
November 1, 2014; (ii) revised the amount of monthly installments of interest and principal payable on and after December 1, 2014, so as to re-amortize in
full the loan over the remaining term thereof; and (iii) modified the prepayment provision of the loan.
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As of December 31, 2014, the outstanding balance on the loan was $1.6 million. Additionally, the Company has $0.3 million in restricted assets
related to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Pavilion Care Center Loan Agreement.

Hearth and Care of Greenfield

The Company has a term loan insured by HUD that totaled approximately $2.4 million at December 31, 2013. The HUD term loan requires monthly
principal and interest payments of approximately $16,000 with a fixed interest rate of 6.5%. The term loan matures in 2038. Deferred financing costs incurred
on this loan amounted to approximately $0.1 million and are being amortized to interest expense over the life of the loan. The loan has a prepayment penalty
of 5% through 2013 declining by 1% each year through 2018. The loan has certain restrictive covenants and HUD regulatory compliance requirements
including maintenance of certain restricted escrow deposits and reserves for replacement. The Company had $0.2 million of restricted assets related to this
loan at December 31, 2013.

On October 1, 2014, a certain wholly-owned subsidiary of the Company entered into a Modification Agreement with Red Capital and HUD which
modified the Hearth and Care of Greenfield Loan Agreement, dated July 29, 2008, that matures in 2038. The modification, among other things: (i) reduced
the rate of interest therein provided from 6.50% per annum to 4.20% per annum, effective as of November 1, 2014; (ii) revised the amount of monthly
installments of interest and principal payable on and after December 1, 2014, so as to re-amortize in full the loan over the remaining term thereof; and (iii)
modified the prepayment provision of the loan.

As of December 31, 2014, the outstanding balance on the loan was $2.3 million. Additionally, the Company has $0.3 million in restricted assets
related to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Hearth and Care of Greenfield Loan Agreement.

Woodland Manor

On September 24, 2014, a wholly owned subsidiary of the Company, entered into a Mortgage and Deed of Trust Agreement (the “Woodland Credit
Facility”), with Housing & Healthcare Finance, LLC (“H&H”) in connection with the refinancing of the skilled nursing facility known as Eaglewood Care
Center ("Eaglewood") located in Springfield, Ohio. The Woodland Credit Facility provides for a $5.7 million principal amount secured credit facility.

On September 24, 2014, the proceeds from the Woodland Credit Facility were used to pay off an existing credit facility with PrivateBank with
respect to Eaglewood in the amount of 4.5 million and the Company received net proceeds of $0.6 million for working capital purposes.

The Woodland Credit Facility matures on October 1, 2044. Interest on the Woodland Credit Facility accrues on the principal balance thereof at an
annual rate of 3.75%. The Woodland Credit Facility is secured by, among other things, an assignment of all rents paid under any existing or future leases and
rental agreements with respect to the Woodland Credit Facility. HUD has insured all amounts owing under the Woodland Credit Facility. The Woodland
Credit Facility contains customary events of default, including fraud or material misrepresentations or material omission, the commencement of a forfeiture
action or proceeding, failure to make required payments, failure to perform or comply with certain agreements and certain events of bankruptcy and
insolvency. Upon the occurrence of certain events of default, H&H may, after receiving the prior written approval of HUD, terminate the Woodland Credit
Facility and all amounts under the Woodland Credit Facility will become immediately due and payable.

In connection with entering into the Woodland Credit Facility, Woodland entered into a healthcare regulatory agreement and a promissory note,
each containing customary terms and conditions. As of December 31, 2014, $5.7 million was outstanding under the Woodland Credit Facility. The Company
has $0.3 million of restricted assets related to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Woodland
Credit Facility.

Glenvue

On September 24, 2014, a wholly owned subsidiary of the Company entered into a Mortgage and Deed of Trust Agreement (the “Glenvue Credit
Facility”), with H&H in connection with the refinancing of the skilled nursing facility known as Glenvue Health and Rehabilitation ("Glenvue"). The
Glenvue Credit Facility provides for an $8.8 million principal amount secured credit facility.
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The proceeds from the Glenvue Credit Facility were used to pay off an existing credit facility with PrivateBank with respect to the Glenvue facility
in the amount of 6.3 million and the Company received net proceeds of $1.8 million for working capital purposes.

The Glenvue Credit Facility matures on October 1, 2044. Interest on the Glenvue Credit Facility accrues on the principal balance thereof at an
annual rate of 3.75%. The Glenvue Credit Facility is secured by, among other things, an assignment of all rents paid under any existing or future leases and
rental agreements with respect to the Glenvue Credit Facility. HUD has insured all amounts owing under the Glenvue Credit Facility.

The Glenvue Credit Facility contains customary events of default, including fraud or material misrepresentations or material omission, the
commencement of a forfeiture action or proceeding, failure to make required payments, failure to perform or comply with certain agreements and certain
events of bankruptcy and insolvency. Upon the occurrence of certain events of default, H&H may, after receiving the prior written approval of HUD,
terminate the Glenvue Credit Facility and all amounts under the Glenvue Credit Facility will become immediately due and payable.

In connection with entering into the Glenvue Credit Facility, Glenvue entered into a healthcare regulatory agreement and a promissory note, each
containing customary terms and conditions. As of December 31, 2014, $8.8 million was outstanding under the Glenvue Credit Facility. The Company has
$0.4 million of restricted assets related to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Glenvue Credit
Facility.

Autumn Breeze

On December 17, 2014, Mt. Kenn Property Holdings, LLC (“Mt. Kenn”), a wholly owned subsidiary of the Company, entered into a Mortgage and
Deed of Trust Agreement (the “Mt. Kenn Credit Facility”), with KeyBank. The Mt. Kenn Credit Facility provides for a $7.6 million principal amount secured
credit facility.

On December 17, 2014, the proceeds from the Mt Kenn Credit Facility were used to pay off two existing credit facilities with respect to the skilled
nursing facility known as Autumn Breeze located in Marietta, Georgia, in the amount of 4.9 million and the Company received net proceeds of $0.9 million
for working capital purposes.

The Mt. Kenn Credit Facility matures on January 1, 2045. Interest on the Mt. Kenn Credit Facility accrues on the principal balance thereof at an
annual rate of 3.65%. The Mt. Kenn Credit Facility is secured by, among other things, an assignment of all rents paid under any existing or future leases and
rental agreements with respect to the Mt. Kenn Credit Facility. HUD has insured all amounts owing under the Mt. Kenn Credit Facility.

The Mt. Kenn Credit Facility contains customary events of default, including fraud or material misrepresentations or material omission, the
commencement of a forfeiture action or proceeding, failure to make required payments, and failure to perform or comply with certain agreements. Upon the
occurrence of certain events of default, KeyBank may, after receiving the prior written approval of HUD, terminate the Mt. Kenn Credit Facility and all
amounts under the Mt. Kenn Credit Facility will become immediately due and payable.

In connection with entering into the Mt. Kenn Credit Facility, Mt. Kenn entered into a healthcare regulatory agreement and a promissory note, each
containing customary terms and conditions. The term loan 75% insured by the Small Business Administration ("SBA"), an agency of the United States of
America, was repaid in conjunction with this financing.

As of December 31, 2014, $7.6 million was outstanding under the Mt. Kenn Credit Facility. The Company has $0.8 million of restricted assets related
to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Mt. Kenn Credit Facility.

Sale of Ohio ALFs

On December 28, 2012, the Company sold four of its assisted living facilities located in Ohio and used a portion of the proceeds to pay off the principal
balance of their HUD loans in the amount of $6.4 million. On February 28, 2013, AdCare completed the sale of one additional assisted living facility and
used the proceeds to repay the principal balance of the HUD loan with respect to the facility in the amount of $1.9 million (see Note 11 - Discontinued
Operations to our Consolidated Financial Statements included in Part II, Item 8., "Financial Statements and Supplementary Data").

Senior Debt—Guaranteed by USDA
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For five skilled nursing facilities, the Company has term loans insured 70% to 80% by the United States Department of Agriculture ("USDA") with
financial institutions that totaled approximately $27.1 million at December 31, 2014. The Company has $1.8 million of restricted assets related to these
loans. The combined USDA loans require monthly principal and interest payments of approximately $0.2 million adjusted quarterly with a variable interest
rate of prime plus 1% to 1.75%, with floors of 5.50% to 6.00%. The loans mature at various dates starting in 2035 through 2036. Deferred financing costs
incurred on these loans amounted to approximately $0.8 million and are being amortized to interest expense over the life of the loans. In addition, the loans
have an annual renewal fee for the USDA guarantee of 0.25% of the guaranteed portion. The loans have prepayment penalties of 6% to 8% through 2014,
which decline 1% each year capped at 1% for the remainder of the term.

At December 31, 2014, the Company was not in compliance with covenants contained in two of the five USDA loans and has obtained waivers with the
USDA (see table above).

Senior Debt—Guaranteed by SBA

Stone County

In June 2012, Mt. V Property Holdings, LLC ("Stone County"), a wholly owned subsidiary of AdCare, entered into a loan agreement with the Economic
Development Corporation of Fulton County (the "CDC"), an economic development corporation working with the SBA, in the amount of $1.3 million. The
funding from the CDC loan of $1.3 million was used to satisfy a $1.3 million loan from Metro City Bank that was used to acquire the assets of a skilled
nursing facility located in Arkansas known as the Stone County Nursing and Rehabilitation facility.

The CDC loan matures in July 2032 and accrues interest at a rate of 2.42% per annum. The CDC loan is payable in equal monthly installments of
principal and interest based on a twenty (20) year amortization schedule. The CDC loan may be prepaid, subject to prepayment premiums, during the first
ten years. There are also annual fees associated with the CDC loan, including an SBA guarantee fee. The CDC loan is secured by a second in priority security
deed on the Stone County Nursing and Rehabilitation facility and guarantees from AdCare, the SBA and a wholly owned subsidiary of AdCare.

As of December 31, 2014, $1.2 million was outstanding under the CDC loan. At December 31, 2014, the Company was in compliance with covenants
contained in the Stone County loan agreement.

Other Senior Debt—Guaranteed by SBA

For two facilities, the Company has term loans insured 75% by the SBA with a financial institution that totaled approximately $2.5 million at
December 31, 2014. The combined SBA mortgage notes require monthly principal and interest payments of approximately $16,000 with an interest rate of
2.81% to 5.5%. The notes mature at various dates starting in 2031 through 2036. Deferred financing costs incurred on these loans amounted to approximately
$0.2 million and are being amortized to interest expense over the life of the note. One of the loans has a prepayment penalty of 2.2% declining each year
until year ten.

For one facility, a term loan in an amount of $2.0 million insured 75% by the SBA with a financial institution was paid off in 2014 in connection with a
refinancing by HUD.

At December 31, 2014, the Company was in compliance with covenants contained in the SBA term loans.

Senior Debt—Bonds, net of Discount

Eaglewood Village Bonds

In April 2012, a wholly-owned subsidiary of the Company entered into a loan agreement with the City of Springfield in the State of Ohio pursuant to
which City of Springfield lent to such subsidiary the proceeds from the sale of City of Springfield's Series 2012 Bonds. The Series 2012 Bonds consist of $6.6
million in Series 2012A First Mortgage Revenue Bonds and $0.6 million in Taxable Series 2012B First Mortgage Revenue Bonds. The Series 2012 Bonds
were issued pursuant to an April 2012 Indenture of Trust between the City of Springfield and the Bank of Oklahoma. The Series 2012A Bonds mature in May
2042 and accrue interest at a fixed rate of 7.65% per annum. The Series 2012B Bonds mature in May 2021 and accrue interest at a fixed rate of 8.5% per
annum. Deferred financing costs incurred on the loan amounted to $0.6 million and are being amortized to interest expense over the life of the loan. The
bonds are secured by the Company's assisted living facility located in Springfield, Ohio known as Eaglewood Village and guaranteed by AdCare. There is an
original issue discount of $0.3 million and restricted assets of $0.3 million related to this loan.

As of December 31, 2014, $6.6 million was outstanding under the Series 2012A First Mortgage Revenue Bonds and $0.6 million was outstanding
under the Taxable Series 2012B First Mortgage Revenue Bonds. The unamortized discount on the
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bonds was $0.2 million at December 31, 2014. At December 31, 2014, the Company was not in compliance with covenants contained in the Series 2012
Bonds and has obtained a waiver from the City of Springfield (see table above).

Quail Creek

In July 2012, a wholly owned subsidiary of the Company financed the purchase of a skilled nursing facility located in Oklahoma City, Oklahoma
known as Quail Creek Nursing & Rehabilitation Center ("Quail Creek") by the assumption of existing indebtedness under that certain Loan Agreement and
Indenture of First Mortgage with The Bank of New York Mellon Global Corporate Trust, as assignee of The Liberty National Bank and Trust of that certain
Bond Indenture, dated September 1, 1986, as amended as of September 1, 2001. The indebtedness under the Loan Agreement and Indenture consisted of a
principal amount of $2.8 million. In July of 2012, the purchase price allocation of fair value totaling $3.2 million was assigned to this indebtedness resulting
in a $0.4 million premium that was being amortized to maturity. The loan was originally scheduled to mature in August 2016 and accrued interest at a fixed
rate of 10.25% per annum. The loan was secured by the Quail Creek facility.

On September 27, 2013, the outstanding principal and accrued interest to the prepayment date in the amount of $3.1 million was deposited into a
restricted defeased bonds escrow account. Pursuant to the Loan Agreement and Indenture, the outstanding loan was prepaid on March 3, 2014, at par plus
accrued interest in the amount of $3.1 million from the funds that were previously deposited into a restricted defeased bonds escrow account.

Riverchase

The Company's consolidated variable interest entity, Riverchase Village ADK, LLC ("Riverchase"), is obligated to repay revenue bonds, in two series,
issued by the Medical Clinical Board of the City of Hoover in the state of Alabama, which AdCare has guaranteed the obligation under the bonds.

The Series 2010A portion of $5.8 million matures on June 1, 2039. The Series 2010B portion of $0.5 million matures serially beginning on June 1,
2012 through June 1, 2017, with annual redemption amounts ranging from $75,000 to $100,000. The Series 2010A and 2010B bonds may be redeemed early
beginning on June 1, 2012 through May 31, 2015 at a redemption price ranging from 101% to 103% of the principal amount plus accrued interest. Any early
redemption after May 31, 2015 is at a redemption price of 100% of the principal amount plus accrued interest. The bonds require monthly payments of fixed
interest of $41,000 at a weighted average effective interest rate of 7.9%.

As of December 31, 2013, the liabilities of Riverchase were classified as Liabilities of Variable Interest Entity Held for Sale.

As of December 31, 2014, $5.8 million was outstanding under the Series 2010A portion and $0.3 million was outstanding under the Series 2010 B
portion of the bonds. The bonds contain an original issue discount that is being amortized over the term of the notes. The unamortized discount on the bonds
was $0.2 million at December 31, 2014. At December 31, 2014, the Company was not in compliance with covenants contained in the Series 2010A and
2010B bonds and has obtained a waiver from the Medical Clinical Board of the City of Hoover (see table above).

Senior Debt—Other Mortgage Indebtedness

Quail Creek Credit Facility

In September 2013, QC Property Holdings, LLC ("QC"), a wholly owned subsidiary of the Company, entered into a loan agreement with Housing &
Healthcare Funding, LLC in the amount of $5.0 million. The proceeds of this agreement were used to repay certain outstanding bonds that were assumed by
QC upon its acquisition of the skilled nursing facility located in Oklahoma. Pursuant to the loan agreement, the bonds' outstanding principal and accrued
interest to the prepayment date in the amount of $3.1 million was deposited into a restricted defeased bonds escrow account (see Senior Debt—Bonds, net of
Discount, Quail Creek). The bonds were paid in full in March 2014.

The loan agreement matures on September 27, 2016 and accrues interest at the one-month LIBOR rate plus 4.75%. The loan is secured by: (i) a first
mortgage on the real property and improvements constituting the Quail Creek facility; (ii) a first priority interest on all furnishing, fixtures and equipment
associated with the Quail Creek facility; and (iii) an assignment of all rents paid under any existing or future leases and rental agreements with respect to the
Quail Creek facility. AdCare has unconditionally guaranteed all amounts owning under the loan.

As of December 31, 2014, $5.0 million was outstanding under the loan agreement. The Company has $0.1 million of restricted assets related to this
loan. At December 31, 2014, the Company was in compliance with covenants contained in the Quail Creek Credit Facility.
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Woodland Manor

In connection with the Company's January 2012 acquisition of the skilled nursing facility known as Woodland Manor, the Company entered into a
loan agreement for $4.8 million (the "Woodland Credit Facility") with PrivateBank. The loan matured in December 2016 with a required final payment of
$4.3 million and accrued interest at the LIBOR rate plus 4% with a minimum rate of 6% per annum. The loan required monthly payments of principal and
interest. Deferred financing costs incurred on the loan amounted to $0.1 million and were being amortized to interest expense over the life of the loan. The
loan had a prepayment penalty of 5% through 2012, which declined by 1% each year through 2015. The loan was secured by Woodland Manor and
guaranteed by AdCare.

On September 24, 2014, that certain Loan Agreement, dated December 30, 2011, with PrivateBank in the outstanding principal amount of $4.5 million
was repaid by the proceeds from the Woodland Credit Facility, noted above, and the Company received net proceeds of $0.5 million for working capital
purposes.

Little Rock, Northridge and Woodland Hills

On March 30, 2012, Little Rock HC&R Property Holdings, LLC ("Little Rock"), Northridge HC&R Property Holdings, LLC ("Northridge") and
Woodland Hills HC Property Holdings, LLC ("Woodland Hills"), in connection with the Company's April 2012 acquisition of three skilled nursing facilities
located in Arkansas known as Little Rock, Northridge and Woodland Hills, entered into a loan agreement for $21.8 million with PrivateBank. The loan
originally matured in March 2017 with a required final payment of $19.7 million and has since been amended. The loan accrues interest at the LIBOR rate
plus 4% with a minimum rate of 6% per annum and requires monthly principal payments plus interest for total current monthly payments of $0.2 million.
Deferred financing costs incurred on the loan amounted to $0.4 million and are being amortized to interest expense over the life of the loan. The loan has a
prepayment penalty of 5% through 2012, declining by 1% each year through 2015. The loan is secured by the three facilities and guaranteed by Little Rock
HC&R Nursing, LLC and AdCare.

On June 15, 2012, the Company entered into a modification agreement with PrivateBank to modify the terms of the loan agreement. The loan
modification agreement, among other things, amended the loan agreement to reflect a maturity date of March 30, 2013.

A portion of the loan with respect to the Northridge facility and Woodland Hills facility was paid off and refinanced with a portion of the proceeds from
a new credit facility with KeyBank on December 28, 2012, as discussed below. On December 28, 2012, certain subsidiaries of the Company entered into a
Second Modification Agreement with PrivateBank which modified the loan agreement. The modification, among other things, extended the term of the
PrivateBank loan from March 30, 2013 to December 31, 2016, released certain subsidiaries of the Company related to the Northridge facility and Woodland
Hills facility from liability under two of the promissory notes and other related documents under the credit facility, and reduced the total outstanding amount
owed under the credit facility from $21.8 million to $13.7 million.

On June 27, 2013, certain subsidiaries of the Company entered into a Third Modification Agreement with PrivateBank, dated as of June 26, 2013,
which modified the loan agreement. Pursuant to the modification, PrivateBank waived certain financial covenants under the credit facility regarding the
minimum fixed charge coverage ratio and minimum EBITDAR of one of the subsidiaries that is the operator of the Company's Little Rock facility.

On November 8, 2013, certain wholly-owned subsidiaries of the Company entered into a Fourth Modification Agreement with PrivateBank which
modified the loan agreement. Pursuant to the modification, among other things: (i) Little Rock paid down $1.8 million of loan principal from the release of
$1.4 million from a certain collateral account and from the release of $0.4 million from a certain sinking fund account; (ii) Little Rock deposited $0.9 million
into certain debt service reserve account, and (iii) PrivateBank modified certain financial covenants under the credit facility regarding the minimum fixed
charge coverage ratio and minimum EBITDAR, of one of the subsidiaries that is the operator of the Company's Little Rock facility.

The Company has $0.9 million of restricted assets related to this loan. As of December 31, 2014, $11.6 million was outstanding under loan agreement.
At December 31, 2014, the Company was not in compliance with covenants contained in the loan agreement and has obtained a waiver from PrivateBank
(see table above).

Stone County

In June 2012, Stone County entered into two loan agreements with Metro City Bank in the amounts of $1.3 million and $1.8 million. The proceeds of
these agreements were used to refinance existing debt in the original principal amount of $3.1 million and to acquire the assets of a skilled nursing facility
located in Arkansas known as the Stone County Nursing and Rehabilitation facility.
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The $1.3 million loan from Metro City Bank was repaid with the funding from the CDC loan of $1.3 million. The $1.8 million Metro City Bank loan
matures in June 2022 and accrues interest at the prime rate plus 2.25% with a minimum rate of 6.25% per annum. Deferred financing costs incurred on this
loan amounted to $0.1 million and are being amortized to interest expense over the life of the loan. The loan has a prepayment penalty of 10% for any
prepayment through June 2013. The penalty is reduced by 1% each year until the loan maturity date. The Metro City Bank loan is secured by the Stone
County Nursing and Rehabilitation facility and is guaranteed by AdCare. The Company has $0.1 million of restricted assets related to this loan.

As of December 31, 2014, $1.7 million was outstanding under the Metro City Bank loan. At December 31, 2014, the Company was in compliance with
covenants contained in the Metro City Bank loan.

Glenvue

In July 2012, Glenvue H&R Property Holdings LLC, a wholly-owned subsidiary of the Company, financed the acquisition of the Glenvue facility, by
entering into a loan agreement for $6.6 million with PrivateBank. The loan matured in July 2014 with a required final payment of $6.4 million and accrued
interest at an annual rate of the greater of (i) 6.0% per annum; or (ii) the LIBOR rate plus 4.0% per annum. The loan required monthly payments of principal
and interest. Deferred financing costs incurred on the loan amounted to $0.1 million and were amortized to interest expense over the life of the loan. The loan
was secured by the Glenvue facility and guaranteed by AdCare.

On July 17, 2014, this wholly-owned subsidiary of the Company entered into a Modification Agreement with PrivateBank, effective July 2, 2014,
which modified the loan agreement. The modification, among other things: (i) extended the maturity date of the loan agreement from July 2, 2014 to
January 2, 2015, and (ii) amended certain financial terms under the loan agreement regarding debt service and interest charges.

On September 24, 2014, the loan agreement in the outstanding principal amount of $6.4 million was repaid by the proceeds from the Glenvue Credit
Facility, noted above, and the Company received net proceeds of $1.8 million for working capital purposes.

Companions Specialized Care

In August 2012, a wholly owned subsidiary of the Company financed the acquisition of Companions by entering into a loan agreement for $5.0 million
with Contemporary Healthcare Capital ("Contemporary"). The loan matures in August 2015 with a required final payment of $5.0 million and accrues interest
at a fixed rate of 8.5% per annum. Deferred financing costs incurred on the loan amounted to $0.2 million and are being amortized to interest expense over
the life of the loan. The loan has a prepayment penalty of 5% during the first year of the term and 1% during the second year of the term. The loan is secured
by Companions and guaranteed by AdCare.

As of December 31, 2014, $5.0 million was outstanding under the loan, and the Company has $2.0 million of restricted assets related to this loan. At
December 31, 2014, the Company was not in compliance with covenants contained in the Contemporary loan and has obtained a waiver from Contemporary
(see table above).

Northridge, Woodland Hills and Abington

On December 28, 2012, the Company's wholly owned subsidiaries which own the Northridge, Woodland Hills and Abington facilities (the "KeyBank
Borrowers") entered into a Secured Loan Agreement with KeyBank. The KeyBank Credit Facility provides for a $16.5 million principal amount senior
secured credit facility and matures on February 27, 2015; provided, however, that the KeyBank Borrowers may extend the maturity date by an additional six
months if certain conditions are met. Interest on the KeyBank Credit Facility accrues on the principal balance thereof at an annual rate of 4.25% plus the
current LIBOR rate. The KeyBank Credit Facility may be prepaid at any time without premium or penalty, provided that the KeyBank Borrowers pay any
costs of KeyBank in re-employing such prepaid funds. AdCare and two of its subsidiaries have unconditionally guaranteed all amounts owing under the
KeyBank Credit Facility.

Proceeds from the KeyBank Credit Facility were used to repay: (i) all amounts outstanding under an unsecured promissory note, dated April 1, 2012,
issued by the Company in favor of Strome Alpha Offshore Ltd. in the amount of $5.0 million; (ii) an existing credit facility with Metro City Bank with
respect to the Abington facility in the amount of $3.4 million; and (iii) the portion of the PrivateBank Credit Facility which relates to the Northridge and
Woodland Hills facilities in the amount of $8.1 million.

On March 28, 2014, the Company entered into a Fourth Amendment to the Secured Loan Agreement and Payment Guaranty with KeyBank, which
amended the KeyBank Credit Facility. Pursuant to the amendment, among other things: (i) KeyBank waived the failure of certain financial covenants of such
subsidiaries regarding fixed charge coverage ratio, implied debt service coverage, and compliance of making a certain sinking fund payment due on March 1,
2014, such that no
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default or events of default under the KeyBank Credit Facility occurred due to such failure; (ii) modified and amended certain financial covenants regarding
the Company’s fixed charge ratio and implied debt service coverage; and (iii) paid down $3.4 million of loan principal from the release of $3.4 million from a
certain collateral account.

As of December 31, 2014, $12.0 million was outstanding under the KeyBank Credit Facility. The Company has $2.3 million of restricted assets related
to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the KeyBank Credit Facility.

Sumter Valley and Georgetown

In connection with the closing of the acquisitions of the Sumter and Georgetown facilities located in South Carolina, two wholly owned subsidiaries of
AdCare Sumter Valley Property Holdings, LLC and Georgetown HC&R Property Holdings, LLC entered into a Loan Agreement with Metro City Bank, dated
December 31, 2012 in which Metro City Bank issued a promissory note for an aggregate principal amount of $7.0 million. Interest on the loan accrues on the
principal balance thereof at an annual rate of 1.5% per annum plus the prime interest rate, to be adjusted quarterly (but in no event shall the total interest be
less than 5.50% per annum), and payments for the interest are payable monthly, commencing on February 1, 2013. The entire outstanding principal balance
of the loan, together with all accrued but unpaid interest thereon, was payable on February 1, 2014. AdCare and certain of its subsidiaries have
unconditionally guaranteed all amounts owing under the loan.

In December 2013, the Company entered into a Note, Mortgage and Loan Agreement Modification Agreement with Metro City Bank which modified
the loan agreement, which: (i) extended the maturity date from February 1, 2014 to February 1, 2015; (ii) increased the total amount available from $6.9
million to $9.0 million; (iii) established monthly deposits of $14,000 as cash collateral which the Company will make through the maturity date; and (iv)
required the Company to pay deferred financing fees of $0.2 million.

As of December 31, 2014, $9.0 million was outstanding under the loan, and the total restricted assets related to this loan are $0.8 million. At
December 31, 2014, the Company was in compliance with covenants contained in the loan agreement.

Northwest

In connection with the acquisition of the Northwest Nursing Center facility, a wholly owned subsidiary of AdCare issued a note pursuant to a Loan
Agreement with First Commercial Bank, dated December 31, 2012, for a principal amount of $1.5 million. The note matures on December 31, 2017. Interest
on the note accrues on the principal balance thereof at an annual rate equal to the prime interest rate (but in no event shall the interest rate be less than 5.00%
per annum), and payments for the interest are payable monthly, commencing on January 31, 2013. The entire outstanding principal balance of the note,
together with all accrued but unpaid interest thereon, is payable on December 31, 2017. AdCare and certain subsidiaries of the Company have
unconditionally guaranteed all amounts owing under the note.

As of December 31, 2014, $1.4 million was outstanding under the loan. At December 31, 2014, the Company was in compliance with covenants
contained in the Loan Agreement with First Commercial Bank.

Hembree Road Building

In November 2012, in connection with the acquisition of AdCare's corporate offices at Hembree Road, Roswell, Georgia, a wholly owned subsidiary of
AdCare issued a promissory note in favor of Fidelity Bank for a principal amount of $1.1 million. The note matures in December 2017. Interest on the note
accrues on the principal balance thereof at a fixed rate of 5.5% per annum and payments for the interest and principal are due monthly, commencing in
December 2012. The entire outstanding principal balance of the note, together with all accrued but unpaid interest thereon, is payable on December 31, 2017.

As of December 31, 2014, $1.0 million was outstanding under the loan. At December 31, 2014, the Company was in compliance with covenants
contained in the Fidelity Bank Promissory Note.

Other Mortgage Indebtedness

The Company has various term loans with respect to four skilled nursing facilities that totaled approximately $13.6 million at December 31, 2014. The
combined mortgage notes require monthly principal and interest payments of approximately $0.1 million with interest rates of 6.00% to 6.25%. The notes
mature at various dates starting in 2016 through 2031. Deferred financing costs incurred on these loans amounted to approximately $0.5 million and are
being amortized to interest expense over the life of the notes. At December 31, 2014, the Company was not in compliance with covenants contained in three
of the four loans and has obtained waivers from PrivateBank (see table above).

Other Debt

Eaglewood Village Promissory Note
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In January 2012, two wholly owned subsidiaries of AdCare issued a promissory note to the seller of the facility in the amount of $0.5 million in
connection with the January 2012 acquisition of the assisted living facility known as Eaglewood Village located in Springfield, Ohio. The note matured in
January 2014 and required a final payment of $0.5 million. The note bore interest at 6.5% per annum payable monthly beginning in February 2012. The note
required monthly principal and interest payment. The note could be prepaid without penalty at any time. This note was paid in full by the Company in
January 2014.

Sumter Valley Promissory Note

In connection with the acquisition of the facility known as Sumter Valley Nursing and Rehab in December 2012, a subsidiary of AdCare issued a
promissory note to the seller of the facility in the amount of $0.3 million. Interest on the note accrues at a rate of 6% per annum. Principal and interest
payments on the note shall be due and payable monthly, beginning on February 1, 2013, with a final payment due on the earlier of December 31, 2014, or the
date upon which the Company refinances its loan relating to the Sumter facility. AdCare has unconditionally guaranteed all amounts owed under the note.
The note was paid in full by the Company in December 2013 with funds received from the refinance with Metro City discussed under the heading Senior
Debt—Other Mortgage Indebtedness - Sumter Valley and Georgetown.

Georgetown Promissory Note

In connection with the acquisition of the facility known as Georgetown Healthcare and Rehab in December 2012, a subsidiary of AdCare issued a
secured subordinated promissory note to the seller of the Georgetown facility in the amount of $1.9 million. Interest on the note accrued at a rate of 7% per
annum. Interest payments on the note were due and payable monthly, beginning on February 1, 2013, with a final payment due on the earlier of December 31,
2013; or the date upon which the Company refinanced its loan with Metro City Bank relating to the Georgetown Healthcare and Rehab Facility. AdCare has
unconditionally guaranteed all amounts owing under the note. The note was paid in full by the Company in December 2013 with funds received from the
Metro City refinance discussed under the heading Senior Debt—Other Mortgage Indebtedness - Sumter Valley and Georgetown.

Pinnacle Healthcare Promissory Notes

The Company previously issued promissory notes in the aggregate principal amount of $2.4 million. The notes matured March 1, 2014, and bore
interest at 7% payable quarterly in arrears the first day of each December, March, June and September beginning December 1, 2011. This note was paid in full
by the Company in March 2014.

Mountain Trace Promissory Notes

Mountain Trace ADK, LLC, a wholly owned subsidiary of AdCare, previously issued promissory notes in the aggregate principal amount of $1.0
million. The notes matured April 1, 2013, and bore interest at 11% payable quarterly in arrears the first day of each January, April, July and October
beginning July 1, 2011. These notes were paid in full by the Company on April 1, 2013.

First Insurance Funding

In March 2014, the Company obtained financing from First Insurance Funding and entered into Commercial Premium Finance Agreements for several
insurance programs, including general and professional liability, property, casualty, crime, and employment practices liability effective January 1, 2014 and
maturing on December 31, 2014. The total amount financed was approximately $3.3 million requiring monthly payments of $0.3 million with an interest rate
of 2.5%. At December 31, 2014, the outstanding amount was approximately $0.3 million.

Convertible Debt

Subordinated Convertible Notes Issued in 2010 (the "2010 Notes")

On October 26, 2010, the Company entered into a Securities Purchase Agreement with certain accredited investors pursuant to which the Company sold
to them an aggregate of $11.1 million in principal amount of the 2010 Notes, bearing 10% interest per annum payable quarterly in cash in arrears beginning
December 31, 2010.

On October 29, 2010, the Company entered into an amendment and joinder agreement to effectuate the sale of an additional $0.8 million in principal
amount of 2010 Notes. The initial sale of $11.1 million in principal amount of the 2010 Notes occurred on October 26, 2010, and the subsequent sale of $0.8
million in principal amount of the 2010 Notes occurred on October 29, 2010. The 2010 Notes had an original maturity date of October 26, 2010.

The 2010 Notes were convertible at the option of the holder into shares of common stock of the Company at a current conversion price of $3.73
(adjusted for a 5% stock dividends paid on October 14, 2011 and October 22, 2012, and subject to adjustment for stock dividends, stock splits, combination
of shares, recapitalization and other similar events) that were subject
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to future reductions if the Company issued equity instruments at a lower price. Since there was no minimum conversion price resulting in an indeterminate
number of shares to be issued in the future, the Company determined an embedded derivative existed that was required to be bifurcated from the 2010 Notes
and accounted for separately as a derivative liability recorded at fair value. At the time of initial measurement, the derivative had an estimated fair value of
$2.6 million resulting in a discount on the 2010 Notes. The discount was amortized over the term of the 2010 Notes.

Effective October 26, 2013, the Company entered into a Waiver, Amendment and Forbearance with holders of the 2010 convertible notes, pursuant to
which the Company and the holders amended: (i) the requirement to adjust the conversion price of the 2010 Notes for dilutive equity issuances (i.e., the "full
ratchet and anti-dilution" provision); (ii) extended the maturity date to August 29, 2014; and (iii) adjusted the interest rate to 12.0% per annum. Accordingly,
a minimum conversion price of $3.73 was set and a determinate number of shares was established, the result of which was that the embedded derivative
ceased to exist. The Company adjusted the carrying value of the derivative to zero as of October 26, 2013.

During the twelve months ended December 31, 2014, holders of the 2010 Notes converted approximately $6.9 million of principal and accrued and
unpaid interest outstanding under such notes into shares of common stock at a price of $3.73 per share. The Company recognized a $1.8 million loss on
extinguishment of debt during the twelve months ended December 31, 2014 related to the difference between the conversion price and the market price on
the date the 2010 Notes were converted into shares of common stock.

The schedule below summarizes the note conversions and number of shares of common stock issued for each conversion since inception:

Date of conversion  Conversion Price  
Shares of Common

Stock Issued  
Debt and Interest

Converted

2011:       
July 2011  $ 4.13  18,160  $ 75,000
November 2011  $ 3.92  19,132  $ 75,000

Subtotal    37,292  $ 150,000
2013:       
February 2013  $ 3.73  6,635  $ 24,749
March 2013  $ 3.73  6,635  $ 24,749
April 2013  $ 3.73  67,024  $ 250,000
August 2013  $ 3.73  284,878  $ 1,062,595
September 2013  $ 3.73  246,264  $ 918,553
October 2013  $ 3.73  448,215  $ 1,671,840
November 2013  $ 3.73  136,402  $ 508,778
December 2013  $ 3.73  82,326  $ 307,067

Subtotal    1,278,379  $ 4,768,331
2014:       
January 2014  $ 3.73  788,828  $ 2,942,328
July 2014  $ 3.73  26,810  $ 100,000
August 2014  $ 3.73  1,045,575  $ 3,900,000

Subtotal    1,861,213  $ 6,942,328
   Total    3,176,884  $ 11,860,659

As of December 31, 2014, there was no outstanding balance under the 2010 Notes.

Subordinated Convertible Notes Issued in 2011 (the "2011 Notes")

On March 31, 2011, the Company entered into a Securities Purchase Agreement with certain accredited investors pursuant to which the Company sold
to them an aggregate of $2.1 million in principal amount of the 2011 Notes. On April 29, 2011, the Company issued an additional $1.8 million in principal
amount of the 2011 Notes. On May 6, 2011, the Company issued an additional $0.6 in principal amount of the 2011 Notes. Approximately $1.4 million of
the proceeds obtained were used to repay the short-term promissory note that was issued March 31, 2011 and related accrued interest.
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The 2011 Notes bore interest at 10% per annum and were payable quarterly in cash in arrears beginning June 30, 2011. The 2011 Notes matured on
March 31, 2014. Debt issuance costs of $0.6 million were being amortized over the life of the 2011 Notes.

The 2011 Notes were convertible at the option of the holder into shares of common stock of the Company at a conversion price of $4.80 per share
(adjusted for a 5% stock dividends paid on October 14, 2011 and October 22, 2012, and subject to adjustment for stock dividends, stock splits, combination
of shares, recapitalization and other similar events). The 2011 Notes were unsecured and subordinated in right of payment to existing and future senior
indebtedness.

On March 28, 2014, certain holders of the 2011 Notes with an aggregate principal amount of $0.4 million surrendered and cancelled such 2011 Notes in
payment for 2014 Notes (as discussed and defined below) with an equal principal amount. On March 31, 2014, the Company repaid the remaining
outstanding principal amount of $4.0 million for the 2011 Notes plus all interest accrued and unpaid under the 2011 Notes (including those 2011 Notes
surrendered and cancelled in payment for 2014 Notes).

Subordinated Convertible Notes Issued in 2012 (the "2012 Notes")

On June 28, 2012, the Company entered into a Securities Purchase Agreement, dated as of June 28, 2012, with certain accredited investors pursuant to
which the Company sold to them on July 2, 2012 an aggregate of $7.5 million in principal amount of the 2012 Notes. The 2012 Notes bear interest at 8% per
annum and such interest is payable quarterly in cash in arrears beginning on September 30, 2012. The 2012 Notes mature on July 31, 2015. The 2012 Notes
are unsecured and subordinated in right of payment to existing and future senior indebtedness of the Company. The $7.5 million principal amount of the
2012 Notes includes a refinancing of existing indebtedness of $5.0 million of promissory notes issued to Cantone Asset Management LLC.

At any time on or after the six-month anniversary of the date of issuance of the notes, the notes are convertible at the option of the holder into shares of
common stock at a conversion price equal to $3.97 per share (adjusted for a 5% stock dividend paid on October 22, 2012, and subject to adjustment for stock
dividends, stock splits, combination of shares, recapitalization and other similar events).

If at any time on or after the six-month anniversary date, the weighted average price of the common stock for any 20 trading days within a period of 30
days consecutive trading days equals or exceeds 200% of the conversion price and the average daily trading volume of the common stock during such
20 days exceeds 50,000 shares, then the Company may, subject to the satisfaction of certain other conditions, redeem the notes in cash at a redemption price
equal to the sum of 100% of the principal amount being redeemed plus any accrued and unpaid interest on such principal.

In addition, the holders of a majority of the aggregate principal amount of notes then outstanding may require the Company to redeem all or any
portion of the notes upon a change of control transaction, at a redemption price in cash equal to 110% of the redemption amount. As of December 31, 2014,
the outstanding principal amount of the 2012 Notes is $7.5 million.

Subordinated Convertible Promissory Notes Issued in 2014 (the "2014 Notes")

The Company entered into Subscription Agreements with certain accredited investors pursuant to which the Company sold, on March 28, 2014, an
aggregate of $6.5 million in principal amount of the 2014 Notes. The 2014 Notes bear interest at 10.0% per annum and such interest is payable quarterly in
cash in arrears beginning on June 30, 2014. The 2014 Notes mature on April 30, 2015. The 2014 Notes are unsecured and subordinated in right of payment to
existing and future senior indebtedness of the Company.

At any time on or after the date of issuance of the 2014 Notes, the 2014 Notes are convertible at the option of the holder into shares of the common
stock at an initial conversion price equal to $4.50 per share, subject to adjustment for stock dividends, stock splits, combination of shares, recapitalization
and other similar events.

The Company may prepay at any time, without penalty, upon 60 days prior notice, any portion of the outstanding principal amount and accrued and
unpaid interest thereon with respect to any 2014 Note; provided, however, that: (i) the shares of common stock issuable upon conversion of any 2014 Note
which is to be so prepaid must be: (a) registered for resale under the Securities Act of 1933 (the "Securities Act"); or (b) otherwise sellable under Rule 144 of
the Securities Act without volume limitations thereunder; and (ii) at any time after the issue date of the 2014 Notes, the volume-weighted average price of the
common stock for ten consecutive trading days has equaled or exceeded 105% of the then-current conversion price.

In addition, the holders holding a majority of the outstanding principal amount with respect to all the 2014 Notes may require the Company to
redeem all or any portion of the 2014 Notes upon a change of control at a redemption price equal to the
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outstanding principal amount to be redeemed plus all accrued and unpaid interest thereon. Furthermore, upon a change of control, the Company may redeem
all or any portion of the 2014 Notes for a redemption price equal to the outstanding principal amount to be redeemed plus all accrued and unpaid interest
thereon.

Park City Capital Offshore Master, Ltd. (“Park City Offshore”), an affiliate of Michael J. Fox, entered into a Subscription Agreement with the
Company pursuant to which the Company issued $1.0 million in principal amount of the 2014 Notes. Mr. Fox is a director of Park City Offshore and a
director of the Company and beneficial owner of greater than 5% of the outstanding common stock. The 2014 Note was offered to and sold to Park City
Offshore on the same terms and conditions as all other buyers in the offering.

Approximately $14.0 million of the scheduled maturities in 2015 relate to the 2012 Notes and the 2014 Notes. While management cannot predict with
certainty, we anticipate that some holders of the subordinated convertible notes may elect to convert their subordinated convertible notes into shares of
common stock provided the common stock continues to trade above the applicable conversion price for such notes. The conversion prices are $3.97 and
$4.50 for the 2012 and 2014 Notes, respectively. If all of the subordinated convertible notes had been converted to common stock at December 31, 2014,
then the Company would have been required to issue approximately 4.0 million shares of common stock.

Receivables

Our operations could be adversely affected if we experience significant delays in reimbursement from Medicare, Medicaid and other third-party
revenue sources. Our future liquidity will continue to be dependent upon the relative amounts of current assets (principally cash and accounts receivable) and
current liabilities (principally accounts payable and accrued expenses). In that regard, accounts receivable can have a significant impact on our liquidity.
Continued efforts by governmental and third-party payors to contain or reduce the acceleration of costs by monitoring reimbursement rates, by increasing
medical review of bills for services, or by negotiating reduced contract rates, as well as any delay by the staff at our facilities in the processing of our invoices,
could adversely affect our liquidity and results of operations.

Accounts receivable attributable to patient services totaled $24.3 million at December 31, 2014, compared to $23.6 million at December 31, 2013,
representing approximately 38 and 43 days revenue in accounts receivable as of December 31, 2014 and 2013. The decrease in accounts receivable is
primarily the result of continued improvements in collections in 2014.

The allowance for bad debt was $6.7 million and $5.0 million at December 31, 2014 and 2013, respectively. We continually evaluate the adequacy of
our bad debt reserves based on patient mix trends, aging of older balances, payment terms and delays with regard to third-party payors, as well as other
factors. We continue to evaluate and implement additional processes to strengthen our collection efforts and reduce the incidence of uncollectible accounts.
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Inflation

We have historically derived a substantial portion of our revenue from the Medicare program. We also derive revenue from state Medicaid and similar
reimbursement programs. Payments under these programs generally provide for reimbursement levels that are adjusted for inflation annually based upon the
state's fiscal year for the Medicaid programs and in each October for the Medicare program. These adjustments may not continue in the future, and even if
received, such adjustments may not reflect the actual increase in our costs for providing healthcare services.

Labor and supply expenses make up a substantial portion of our cost of services. Those expenses can be subject to increase in periods of rising inflation
and when labor shortages occur in the marketplace. To date, we have generally been able to implement cost control measures or obtain increases in
reimbursement sufficient to offset increases in these expenses. We may not be successful in offsetting future cost increases.

Off-Balance Sheet Arrangements

There were $3.8 million and $2.8 million of outstanding letters of credit at December 31, 2014 and 2013, respectively, that are pledged as collateral of
borrowing capacity on the PrivateBank revolver.

Operating Leases

The Company leases certain office space and a total of 11 skilled nursing facilities under non-cancelable operating leases, most of which have initial
lease terms of 10 to 12 years with rent escalation clauses and provisions for payments by the Company of real estate taxes, insurance and maintenance costs;
six of the skilled nursing facilities that are leased are still operated by the Company. For the years ended December 31, 2014 and 2013, facility rent expense
totaled $7.1 million and $6.3 million, respectively.

Five of the Company's skilled nursing facilities are operated under a single master indivisible lease arrangement. The lease has a term of ten years into
2020. Under the Master Lease (the "Master Lease"), a breach at a single facility could subject one or more of the other facilities covered by the same master
lease to the same default risk. Failure to comply with regulations or governmental authorities, such as Medicaid and Medicare provider requirements, is a
default under the Company's master lease agreement. In addition, other potential defaults related to an individual facility may cause a default of the entire
master lease agreement. With an indivisible lease, it is difficult to restructure the composition of the portfolio or economic terms of the lease without the
consent of the landlord. The Company is not aware of any defaults and believes it is in compliance with the covenants of the master lease agreement as of
December 31, 2014.

Two of the Company's facilities are operated under a single indivisible lease; therefore, a breach at a single facility could subject the second facility to
the same default risk. The lease has a term of 12 years into 2022 and includes covenants and restrictions. The Company is required to make minimum capital
expenditures of $375 per licensed bed per lease year at each facility which amounts to $0.1 million per year for both facilities. As of December 31, 2014, the
Company is in compliance with all financial and administrative covenants of this lease agreement.

Future minimum lease payments for each of the next five years ending December 31 are as follows:

  
(Amounts in

000's)

2015  $ 7,940
2016  7,980
2017  8,062
2018  8,188
2019  7,861
Thereafter  8,279

Total  $ 48,310

The Company has also entered into lease agreements for various equipment used in the facilities. These leases are included in future minimum lease
payments above.

Leased and Subleased Facilities to Third-Party Operators
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In connection with both the Company's strategic plan to transition to a healthcare property holding and leasing company and previous leasing and
subleasing opportunities, the operations of eight facilities, three owned by us and five leased to us, have been successfully transferred to third-party skilled
nursing facility operators as of December 31, 2014. The lease and sublease agreements provide current and future lease receivables the Company recognizes
as rental revenues.

In the fourth quarter of 2012, the Company entered into a sublease agreement effective December 1, 2012 to exit the operations of a skilled nursing
facility located in Jeffersonville, Georgia. The sublease agreement expires on the same day and adheres to all of the terms, covenants, and conditions as the
Master Lease.

On June 12, 2013, the Company executed two sublease agreements to exit the skilled nursing business in Tybee Island, Georgia effective June 30,
2013 relating to two facilities. The two sublease agreements expire on the same day and adhere to all of the terms, covenants, and conditions as the Master
Lease.

On July 1, 2014, the Company entered into an agreement effective July 1, 2014 to sublease a 52-bed skilled nursing facility located in Thomasville,
Georgia to a local nursing home operator. The sublease agreement expires on the same day and adheres to all of the terms, covenants, and conditions as the
Master Lease.

On October 22, 2014, a wholly-owned subsidiary of the Company entered into an agreement to sublease one of its skilled nursing and rehabilitation
facilities located in Lumber City, Georgia to a local nursing home operator commencing on November 1, 2014. The sublease agreement expires on the same
day and adheres to all of the terms, covenants, and conditions as the Master Lease.

On October 22, 2014, a wholly-owned subsidiary of the Company entered into an agreement to sublease one of its skilled nursing and rehabilitation
facilities located in Dublin, Georgia to a local nursing home operator commencing on November 1, 2014. The initial term of the sublease agreement expires
on the last day of the sixtieth (60th) full calendar month from the commencement date of November 1, 2014 and may be extended for one separate renewal
term of five years.

On September 22, 2014, two wholly-owned subsidiaries of the Company entered into separate lease agreements to lease a 182-bed skilled nursing
facility located in Attalla, Alabama and a 124-bed skilled nursing facility located in Glencoe, Alabama to a local nursing home operator effective
November 1, 2014. The initial term of each lease agreement expires on the last day of the sixtieth (60th) full calendar month from the commencement date of
the lease agreement and may be extended for one separate renewal term of five years (see Note 11 - Discontinued Operations  to our consolidated financial
statements included in Part II, Item 8., "Financial Statements and Supplementary Data").

Future minimum lease receivables for each of the next five years ending December 31 are as follows:

  
(Amounts in

000's)

2015  $ 5,370
2016  5,451
2017  5,532
2018  5,613
2019  5,362
Thereafter  1,578

Total  $ 28,906

Adjusted EBITDA from continuing operations and Adjusted EBITDAR from continuing operations 

Due to the material amount of non-cash related items included in the Company’s results of operations, the Company has developed an Adjusted
Earnings Before Interest, Taxes, Depreciation, and Amortization (“Adjusted EBITDA from continuing operations”)  metric which provides management with
a clearer view of operational use of cash (see the table below).  The Adjusted EBITDA from continuing operations for the years ended December 31, 2014 and
2013 was $12.4 million and $9.0 million, respectively.  The Company has also developed an Adjusted Earnings Before Interest, Taxes, Depreciation,
Amortization and Rent (“Adjusted EBITDAR from continuing operations”) metric that is used primarily in some debt covenants of the Company’s loans.

“Adjusted EBITDA from continuing operations” and “Adjusted EBITDAR from continuing operations” are measures of operating performance that are
not calculated in accordance with GAAP. The Company defines: (i) “Adjusted EBITDA from continuing operations” as net income (loss) from continuing
operations before interest expense, income tax expense, depreciation and amortization (including amortization of non-cash stock-based compensation),
acquisition costs (net of gains),
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loss on extinguishment of debt, derivative loss or gain, and other non-routine adjustments; and (ii) “Adjusted EBITDAR from continuing operations” as net
income (loss) from continuing operations before interest expense, income tax expense, depreciation and amortization (including amortization of non-cash
stock-based compensation), acquisition costs (net of gains), loss on extinguishment of debt, derivative loss, rent, and other non-routine adjustments.  The
Company has provided below for your reference, supplemental financial disclosure for these measures, including the most directly comparable GAAP
measure (Net Loss) and an associated reconciliation.
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The following table provides a reconciliation of reported Loss from continuing operations on a GAAP basis to Adjusted EBITDA from continuing
operations and Adjusted EBITDAR from continuing operations for the years ended December 31, 2014 and 2013:

  Year Ended December 31,

(Amounts in 000’s)  2014  2013

Loss from continuing operations  (12,895)  (12,108)
Add back:     

Interest expense, net  10,780  12,351
Income tax expense  132  142
Amortization of stock based compensation  1,155  1,097
Depreciation and amortization  7,300  6,918
Acquisition costs, net of gain  8  565
Loss on extinguishment of debt  1,803  109
Loss on legal settlement  600  —
Derivative gain  —  (3,006)
Loss on disposal of assets  7  10
Audit committee investigation expense  —  2,386
Reincorporation - Georgia  —  91
Other expense  888  306
Salary retirement and continuation costs  2,636  154

Adjusted EBITDA from continuing operations  12,414  9,015
Facility rent expense  7,080  6,314

Adjusted EBITDAR from continuing operations  $ 19,494  $ 15,329

Adjusted EBITDA from continuing operations and Adjusted EBITDAR from continuing operations should not be considered in isolation or as a
substitute for net income, income from operations or cash flows provided by, or used in, operations as determined in accordance with GAAP.  Adjusted
EBITDA from continuing operations and Adjusted EBITDAR from continuing operations are used by management to focus on operating performance and
management without mixing in items of income and expense that relate to the financing and capitalization of the business, fixed rent or lease payments of
facilities, derivative loss or gain, certain acquisition related charges and other non-routine adjustments. 

The Company believes these measures are useful to investors in evaluating the Company’s performance, results of operations and financial position for
the following reasons: 

• They are helpful in identifying trends in the Company’s day-to-day performance because the items excluded have little or no significance to the
Company’s day-to-day operations;

• They provide an assessment of controllable expenses and afford management the ability to make decisions which are expected to facilitate meeting
current financial goals as well as achieve optimal financial performance; and

• They provide data that assists management determine whether or not adjustments to current spending decisions are needed. 

AdCare believes that the use of the measures provides a meaningful and consistent comparison of the Company’s underlying business between periods
by eliminating certain items required by GAAP, which have little or no significance in the Company’s day-to-day operations.

ITEM 7A.    QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Disclosure pursuant to Item 7A. of Form 10-K is not required to be reported by smaller reporting companies.
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REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
AdCare Health Systems, Inc.

We have audited the accompanying consolidated balance sheets of AdCare Health Systems, Inc. and subsidiaries as of December 31, 2014 and 2013,
and the related consolidated statements of operations, stockholders’ equity, and cash flows for the years then ended. These consolidated financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our
audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of AdCare Health
Systems, Inc. and subsidiaries as of December 31, 2014 and 2013, and the results of their operations and their cash flows for the years then ended, in
conformity with U.S. generally accepted accounting principles.

/s/ KPMG LLP

Atlanta, Georgia

March 31, 2015
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ADCARE HEALTH SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Amounts in 000's)

  December 31,

  2014  2013

ASSETS     
Current Assets:     

Cash and cash equivalents  $ 10,735  $ 19,374
Restricted cash and investments  3,321  3,801
Accounts receivable, net of allowance of $6,708 and $4,989  24,294  23,598
Prepaid expenses and other  1,766  483
Deferred tax asset  569  —
Assets of disposal group held for sale  5,813  400
Assets of disposal group held for use  —  5,135
Assets of variable interest entity held for sale  5,924  5,945

Total current assets  52,422  58,736
     
Restricted cash and investments  5,456  11,606
Property and equipment, net  135,585  138,233
Intangible assets—bed licenses  2,471  2,471
Intangible assets—lease rights, net  4,087  4,889
Goodwill  4,224  4,224
Lease deposits  1,683  1,715
Deferred loan costs, net  3,464  4,542
Other assets  569  12

Total assets  $ 209,961  $ 226,428

     
LIABILITIES AND EQUITY     

Current Liabilities:     
Current portion of notes payable and other debt  $ 2,537  $ 12,027
Current portion of convertible debt, net of discounts  14,000  11,389
Revolving credit facilities and lines of credit  5,576  2,738
Accounts payable  16,434  23,783
Accrued expenses  15,653  13,264
Liabilities of disposal group held for sale  5,197  —
Liabilities of variable interest entity held for sale  5,956  6,034

Total current liabilities  65,353  69,235
     
Notes payable and other debt, net of current portion:     

Senior debt, net of discounts  110,023  107,858
Bonds, net of discounts  7,011  6,996
Convertible debt, net of discounts  —  7,500
Revolving credit facilities  1,059  5,765

Other liabilities  2,129  1,589
Deferred tax liability  605  191

Total liabilities  186,180  199,134

Commitments and contingencies (Note 16)   

Preferred stock, no par value; 5,000 and 5,000 shares authorized; 950 and 950 shares issued and outstanding, redemption amount
$23,750 and $23,750 at December 31, 2014 and 2013, respectively  20,392  20,442
Stockholders' equity:     

Common stock and additional paid-in capital, no par value; 55,000 shares authorized; 19,151 and 16,016 shares issued and
outstanding at December 31, 2014 and 2013, respectively  61,896  48,370
Accumulated deficit  (56,067)  (39,884)

Total stockholders' equity  5,829  8,486
Noncontrolling interest in subsidiary  (2,440)  (1,634)

Total equity  3,389  6,852

Total liabilities and equity  $ 209,961  $ 226,428

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
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ADCARE HEALTH SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in 000's, except per share data)

  
Year Ended 

 December 31,

  2014  2013

Revenues:     

Patient care revenues  $ 189,989  $ 182,777

Management revenues  1,493  2,097

Rental revenues  1,832  876

Total revenues  193,314  185,750

     
Expenses:     

Cost of services (exclusive of facility rent, depreciation and amortization)  159,434  152,577

General and administrative expenses  15,541  19,032

Audit committee investigation expense  —  2,386

Facility rent expense  7,080  6,314

Depreciation and amortization  7,300  6,918

Salary retirement and continuation costs  2,636  154

Total expenses  191,991  187,381

Income (loss) from Operations  1,323  (1,631)

     
Other Income (Expense):     

Interest expense, net  (10,780)  (12,351)

Acquisition costs, net of gains  (8)  (565)

Derivative gain  —  3,006

Loss on extinguishment of debt  (1,803)  (109)

Loss on legal settlement  (600)  —

Loss on disposal of assets  (7)  (10)

Other expense  (888)  (306)

Total other expense, net  (14,086)  (10,335)

     
Loss from Continuing Operations Before Income Taxes  (12,763)  (11,966)

Income tax expense  (132)  (142)

Loss from Continuing Operations  (12,895)  (12,108)

     
Loss from Discontinued Operations, net of tax  (1,510)  (1,255)

Net Loss  (14,405)  (13,363)

     
Net Loss Attributable to Noncontrolling Interests  806  796

Net Loss Attributable to AdCare Health Systems, Inc.  (13,599)  (12,567)

     
Preferred stock dividend  (2,584)  (1,564)

Net Loss Attributable to AdCare Health Systems, Inc. Common Stockholders  $ (16,183)  $ (14,131)

     
Net Loss per Common Share attributable to AdCare Health Systems, Inc. Common Stockholders—Basic:     

Continuing Operations  $ (0.82)  $ (0.86)

Discontinued Operations  (0.08)  (0.08)

  $ (0.90)  $ (0.94)

     
Net Loss per Common Share attributable to AdCare Health Systems, Inc. Common Stockholders—Diluted:     

Continuing Operations  $ (0.82)  $ (0.86)

Discontinued Operations  (0.08)  (0.08)

  $ (0.90)  $ (0.94)

Weighted Average Common Shares Outstanding:     

Basic  17,930  15,044

Diluted  17,930  15,044

   See accompanying notes to consolidated financial statements
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ADCARE HEALTH SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(Amounts in 000's)

  

Common
Stock
Shares  

Common
Stock and
Additional

Paid-in
Capital  

Accumulated
Deficit  

Noncontrolling
Interests  Total

Balance, December 31, 2012  14,659  $ 41,644  $ (25,753)  $ (838)  $ 15,053
Stock-based compensation expense  —  1,097  —  —  1,097
Exercises of options and warrants  38  67  —  —  67
Stock issued for converted debt and interest  1,289  5,472  —  —  5,472
Nonemployee warrants issued for services  —  9  —  —  9
Nonemployee warrants issued for settlement  —  80  —  —  80
Issuance of restricted stock  30  1  —  —  1
Preferred stock dividend  —  —  (1,564)  —  (1,564)
Net loss  —  —  (12,567)  (796)  (13,363)

Balance, December 31, 2013  16,016  48,370  (39,884)  (1,634)  6,852
Stock-based compensation expense  —  1,155  —  —  1,155
Exercises of options and warrants, net of shares
withheld  1,073  3,257  —  —  3,257
Stock issued for converted debt and interest  1,861  8,706  —  —  8,706
Nonemployee warrants issued for services  —  321  —  —  321
Nonemployee warrants issued in conjunction with
debt offering  —  87  —  —  87
Issuance of restricted stock, net  201  —  —  —  —
Preferred stock dividend  —  —  (2,584)  —  (2,584)
Net loss  —  —  (13,599)  (806)  (14,405)

Balance, December 31, 2014  19,151  $ 61,896  $ (56,067)  $ (2,440)  $ 3,389

   See accompanying notes to consolidated financial statements
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ADCARE HEALTH SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in 000's)

  
Year Ended 

 December 31,

  2014  2013

Cash flows from operating activities:     

Net Loss  $ (14,405)  $ (13,363)

Loss from discontinued operations  1,510  1,255

Loss from continuing operations  (12,895)  (12,108)

Adjustments to reconcile net loss from continuing operations to net cash (used in) provided by operating activities:     

Depreciation and amortization  7,300  6,918

Warrants issued for services  408  89

Stock-based compensation expense  1,155  1,097

Lease expense in excess of cash  195  274

Amortization of deferred financing costs  2,132  2,158

Amortization of debt discounts and premiums  (9)  521

Derivative gain  —  (3,006)

Loss on debt extinguishment  1,803  109

Loss on legal settlement  600  —

Deferred tax expense  98  87

Loss on disposal of assets  7  10

Provision for bad debts  3,729  4,040

Accounts receivable  (6,788)  (3,567)

Prepaid expenses and other  (1,179)  (25)

Other assets  (538)  (57)

Accounts payable and other liabilities  (2,401)  4,285

Net cash (used in) provided by operating activities—continuing operations  (6,383)  825

Net cash provided by operating activities—discontinued operations  1,091  4,238

Net cash (used in) provided by operating activities  (5,292)  5,063

Cash flow from investing activities:     

Change in restricted cash and investments  5,703  (6,111)

Proceeds from notes receivable  —  3,240

Purchase of property and equipment  (3,457)  (4,520)

Net cash provided by (used in) investing activities—continuing operations  2,246  (7,391)

Net cash (used in) provided by investing activities—discontinued operations  (3,001)  4,268

Net cash used in investing activities  (755)  (3,123)

Cash flows from financing activities:     

Proceeds from debt  31,739  7,332

Repayment on notes payable  (31,980)  (8,442)

Proceeds from lines of credit  69,874  105,034

Repayment on lines of credit  (71,589)  (105,665)

Debt issuance costs  (1,218)  (864)

Exercise of options and warrants  3,257  67

Proceeds from preferred stock issuances  —  11,283

Preferred stock offering costs  (50)  —

Dividends paid on preferred stock  (2,584)  (1,564)

Net cash (used in) provided by financing activities—continuing operations  (2,551)  7,181

Net cash used in financing activities—discontinued operations  (41)  (5,684)

Net cash (used in) provided by financing activities  (2,592)  1,497

Net Change in Cash  (8,639)  3,437

Cash, Beginning  19,374  15,937

Cash, Ending  $ 10,735  $ 19,374

Supplemental Disclosure of Cash Flow Information:     

Cash paid during the year for:     

Interest  $ 9,698  $ 10,420

Income taxes  $ —  $ —

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
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Supplemental Disclosure of Non-Cash Activities:     

2011 Notes surrendered and cancelled in payment for 2014 Notes  $ 445  $ —

Land received in settlement of note receivable  $ 640  $ —

Conversion of debt and accrued interest to equity  $ 6,942  $ 4,770

Warrants issued for financing costs  $ 87  $ 9

Warrants issued in conjunction with debt offering  $ —  $ 80
  

 See accompanying notes to consolidated financial statements
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ADCARE HEALTH SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Business

AdCare Health Systems, Inc. ("AdCare") through its subsidiaries (together, the "Company" or "we"), own, operate, and manage for third-parties skilled
nursing facilities and assisted living facilities in the states of Arkansas, Georgia, North Carolina, Ohio, Oklahoma, and South Carolina. As of December 31,
2014, the Company operates or manages 32 facilities consisting of 29 skilled nursing facilities, two assisted living facilities and one independent
living/senior housing facility totaling approximately 3,600 beds. The Company's facilities provide a range of health care services to their patients and
residents including, but not limited to, skilled nursing and assisted living services, social services, various therapy services, and other rehabilitative and
healthcare services for both long-term residents and short-stay patients. As of December 31, 2014, of the total 32 facilities, the Company owned and operated
22 facilities, leased and operated six facilities, and managed four facilities for third-parties.

As of December 31, 2014, the Company also has leased three owned and subleased five leased skilled nursing and rehabilitation facilities to local third-
party operators in the states of Alabama and Georgia. The patient care revenue, related cost of services, and facility rental expense prior to the commencement
of subleasing are classified as discontinued operations.

On February 28, 2013, the Company completed the sale of the facility known as Lincoln Lodge Retirement Residence and used the proceeds to pay
the principal balance of the mortgage note with respect to the facility of $1.9 million. The Company recognized a gain on the sale of approximately $0.1
million and cash proceeds, net of costs and debt payoff, of $0.6 million. 

On June 11, 2013, the Company completed the sale of its former Springfield, Ohio corporate office building which was sold for the approximate net
book value. The Company used the proceeds to pay off the principal balance of the mortgage note with respect to the building of approximately $0.1
million.

On June 12, 2013, the Company executed two sublease agreements to exit the operations of two skilled nursing facilities located in Tybee Island,
Georgia effective June 30, 2013. During the fourth quarter of 2013, Riverchase Village ADK, LLC ("Riverchase"), our consolidated variable interest entity
("VIE"), entered into a sales listing agreement to sell Riverchase Village, a 105-bed assisted living facility located in Hoover, Alabama (see N ote 15 -
Variable Interest Entity). The two skilled nursing facilities located in Tybee Island, Georgia and the assisted living facility located in Hoover, Alabama are
reported as discontinued operations (see Note 11 - Discontinued Operations).

During the first quarter of 2014, the Company executed a representation agreement to sell Companions Specialized Care Center ("Companions"), a
102-bed skilled nursing facility located in Tulsa, Oklahoma, to exit the operations. This facility is reported as discontinued operations (see Note 11 -
Discontinued Operations). In March 2015, the Company entered into an asset purchase agreement to sell Companions. Closing is expected after completion
of customary closing conditions. (See Note 20 - Subsequent Events).

O n July 1, 2014, the Company entered into an agreement effective July 1, 2014 to sublease the 52-bed skilled nursing facility located in
Thomasville, Georgia to a local nursing home operator. This facility is reported as discontinued operations (see Note 11 - Discontinued Operations).

On July 23, 2014, we announced that the Board of Directors (the "Board") had approved a strategic plan to transition the Company to a healthcare
property holding and leasing company. Through a series of leasing and subleasing transactions, the Company is in the process of transitioning to third-
parties the operations of the Company’s currently owned and operated and leased and operated healthcare facilities, which are principally skilled nursing
facilities. In furthering this strategic plan, the Company is now focused on the ownership, acquisition and leasing of healthcare related properties..

O n September 22, 2014, as part of its ongoing strategic plan, two wholly-owned subsidiaries of the Company entered into two separate lease
agreements to lease two of its skilled nursing and rehabilitation facilities in Alabama to a local nursing home operator that commenced on December 1, 2014.
These two facilities are reported as discontinued operations (see Note 11 - Discontinued Operations).
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O n September 30, 2014, the lease agreement to operate the 90-bed skilled nursing facility located in Cassville, Missouri expired. The Company
elected not to renew the lease agreement consistent with its strategic plan to transition to a healthcare property holding and leasing company. This facility is
reported as discontinued operations (see Note 11 - Discontinued Operations).

On November 1, 2014, the Company entered into an agreement effective June 1, 2015 to sublease the 134-bed skilled nursing facility located in
Glennville, Georgia to a local nursing home operator. This facility is reported as discontinued operations (see Note 11 - Discontinued Operations).

On October 22, 2014, two wholly-owned subsidiaries of the Company entered into two separate sublease agreements that commenced on November
1, 2014 to sublease the 130-bed skilled nursing facility located in Dublin, Georgia and the 86-bed skilled nursing facility located in Lumber City, Georgia to
a local nursing home operator. These two facilities are reported as discontinued operations (see Note 11 - Discontinued Operations).

On October 29, 2014, the Company entered into separate agreements with third-party operators to: (i) lease one of our facilities; (ii) sublease three of
our facilities; and (iii) sub-sublease one of our facilities. All of the facilities are located in Ohio and the leases and subleases will commence on the first day of
the month after lessees' receipt of: (a) all licenses and other approvals from the State of Ohio to operate the facility; and (b) approval of the lease by the United
States Department of Housing and Urban Development ("HUD").

Basis of Presentation

The accompanying consolidated financial statements are prepared in conformity with U.S. generally accepted accounting principles ("GAAP") in
accordance with the Financial Accounting Standards Board ("FASB") Accounting Standards Codification ("ASC").

Use of Estimates

The preparation of consolidated financial statements in conformity with GAAP requires management to make certain estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and
the reported results of operations during the reporting period. Examples of significant estimates include allowance for doubtful accounts, contractual
allowances for Medicaid, Medicare, and managed care reimbursements, deferred tax valuation allowance, fair value of derivative instruments, fair value of
employee and nonemployee stock based awards, fair value estimation methods used to determine the assigned fair value of assets and liabilities acquired in
acquisitions, valuation of goodwill and other long-lived assets, and cash flow projections. Actual results could differ materially from those estimates.

Principles of Consolidation

The consolidated financial statements include the Company's majority owned and controlled subsidiaries. "VIEs" in which the Company has a variable
interest have been consolidated as controlled subsidiaries when the Company is identified as the primary beneficiary. All intercompany transactions and
balances have been eliminated through consolidation. For subsidiaries that are not wholly owned by the Company, the portions not controlled by the
Company are presented as non-controlling interests in the consolidated financial statements.

Reclassifications

Certain reclassifications have been made to the 2013 financial information to conform to the 2014 presentation with no effect on the Company's
consolidated financial position or results of operations. These reclassifications did not affect total assets, total liabilities, or stockholders' equity.
Reclassifications were made to December 31, 2014 Consolidated Statements of Operations to reflect the same facilities in discontinued operations for both
periods presented.

Acquisition Policy

The Company periodically enters into agreements to acquire assets and/or businesses. The consideration involved in each of these agreements may
include cash, financing, stock, and/or long-term lease arrangements for real properties. The Company evaluates each transaction to determine whether the
acquired interests are assets or businesses. A business is defined as a self-sustaining integrated set of activities and assets conducted and managed for the
purpose of providing a return to investors. A business consists of (i) inputs, (ii) processes applied to those inputs, and (iii) resulting outputs that are used to
generate revenues. In order for an acquired set of activities and assets to be a business, it must contain all of the inputs and processes necessary for it to
continue to conduct normal operations after the acquired entity is separated from the seller, including the ability to sustain revenue streams by providing its
outputs to customers. An acquired set of activities and assets fails the definition of a business if it excludes one or more of the above items making it
impossible to continue normal operations and sustain a revenue stream by providing its products and/or services to customers.
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The Company currently operates its skilled nursing facilities in states that are subject to certificate of need ("CON") programs. The CON programs
govern the establishment, construction, renovation and transferability of the rights to operate skilled nursing facilities ("SNFs"). In certain states, specifically
Ohio, CON programs permit the transferability and sale of bed licenses separately from the facility. In other states, bed licenses are non-transferable separately
and apart from the underlying licensed facility. Through acquisitions completed in 2011 and 2012, the Company operates in a number of states, including
Arkansas, Georgia, North Carolina, Ohio, Oklahoma, and South Carolina, where the bed licenses are not transferable separately from the facility.

The CON/bed license arises from contractual rights and is an identifiable intangible asset to which the Company assigns a fair value in transactions
accounted for as business combinations. In states where the CON/bed licenses are transferable separately from the facility, the intangible asset has been
determined to have an indefinite life. Because the intangible asset is separable from the facility and has separate stand-alone value, for financial reporting
purposes, the fair value assigned to the CON/license is classified as a separate intangible asset in the accompanying consolidated balance sheets.

In states where the CON/bed license is non-transferable separately from the facility, the CON/bed license and building are complimentary assets and
therefore, the intangible asset is assigned a definite life and amortized over the estimated remaining useful life of the related building. As complimentary
assets, the intangible asset has no value separate from the building and the estimated remaining useful lives of the intangible asset and building are equal.
Therefore, the intangible asset and the building are classified together as "buildings" and are included in property and equipment in the consolidated balance
sheets. As of December 31, 2014 and 2013, the value of such CON bed licenses, net of amortization, was $33.1 million and $35.8 million, respectively.

Cash and Cash Equivalents

The Company considers all unrestricted short-term investments with original maturities less than three months, which are readily convertible into cash,
to be cash equivalents. Certain cash, cash equivalents and investment amounts are restricted for specific purposes such as mortgage escrow requirements and
reserves for capital expenditures on HUD insured facilities and other restricted investments are held as collateral for other debt obligations.

Investments

The Company has certain restricted investments that are limited as to use by certain debt obligations. These investments are classified as held-to-
maturity investments because the Company has the positive intent and ability to hold the securities until maturity. Held-to-maturity investments are carried
at cost. These restricted investments are classified as noncurrent assets due to their maturity dates and the related restrictions required by the long-term debt
obligations.

Revenue Recognition and Patient Care Receivables

The Company recognizes revenue when the following four conditions have been met: (i) there is persuasive evidence that an arrangement exists;
(ii) delivery has occurred or service has been rendered; (iii) the price is fixed or determinable; and (iv) collection is reasonably assured. The Company's
revenue is derived primarily from providing healthcare services to residents and is recognized on the date services are provided at amounts billable to the
individual. For reimbursement arrangements with third-party payors, including Medicaid, Medicare and private insurers, revenue is recorded based on
contractually agreed-upon amounts on a per patient, daily basis.

Revenue from the Medicaid and Medicare programs accounted for 83.8% and 83.5% of the Company’s revenue for the years ended December 31, 2014
and 2013, respectively. The Company records revenue from these governmental and managed care programs as services are performed at their expected net
realizable amounts under these programs. The Company’s revenue from governmental and managed care programs is subject to audit and retroactive
adjustment by governmental and third-party agencies. Consistent with healthcare industry accounting practices, any changes to these governmental revenue
estimates are recorded in the period the change or adjustment becomes known based on final settlement. The Company recorded retroactive adjustments to
revenue which were not material to the Company's consolidated revenue for the years ended December 31, 2014 and 2013.

Potentially uncollectible patient accounts are provided for on the allowance method based upon management's evaluation of outstanding accounts
receivable at period-end and historical experience. Uncollected accounts that are written off are charged against allowance. As of December 31, 2014 and
2013, management recorded an allowance for uncollectible accounts of $6.7 million and $5.0 million, respectively.

Management Fee Receivables and Revenue

Management fee receivables and revenue are recorded in the month that services are provided. As of December 31, 2014 and 2013, the Company
evaluated collectibility of management fees and determined that no allowance was required.
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Rental Revenues and Receivables

The Company, as lessor, makes a determination with respect to each of its leases whether they should be accounted for as operating leases. The
Company recognizes rental revenues on a straight-line basis over the term of the lease when collectibility is reasonably assured. Differences between rental
income earned and amounts due under the lease are charged or credited, as applicable, to straight-line rent receivable, net. Payments received under operating
leases are accounted for in the statements of operations as rental revenue for actual rent collected plus or minus a straight-line adjustment for estimated
minimum lease escalators. As of December 31, 2014 and 2013, the Company evaluated collectibility of rental revenue and determined that no allowance was
required.

Third-party Reimbursement

Payments for Medicaid resident services are calculated and made under a prospective reimbursement system. Payment rates are based on actual cost,
limited by certain ceilings, adjusted by a resident service needs factor and updated for inflation. The direct care portion of the rate can be adjusted
prospectively for changes in residents' service needs. While interim rates are subject to reconsideration and appeal, once this process is completed, they are
not subject to subsequent retroactive adjustment. However, the states in which the Company operates have the opportunity to audit the cost report used to
establish the prospective rate. If the state departments discover non-allowable or misclassified costs that resulted in overpayments to the Company, the funds
may be recovered by the state departments through the final rate recalculation process. For the years ended December 31, 2014 and 2013, management
believes that adequate provisions have been made for potential adjustments.

Payments for Medicare resident services are made under a prospective payment system. There is no retroactive adjustment to allowable cost. The
Company is paid one of several prospectively set rates that vary depending on the resident's service needs. Payment rates are established on a federal basis by
the Centers for Medicare & Medicaid Services ("CMS"). The final settlement process is primarily a reconciliation of services provided and rates paid. As a
result, no material settlement estimates are expected.

Laws and regulations governing the Medicaid and Medicare programs are complex and subject to interpretation. The Company believes that it is
materially in compliance with all applicable laws and regulations and is not aware of any pending or threatened investigation involving allegations of
potential wrongdoing except as disclosed in Note 16 - Commitments and Contingencies and Note 20 - Subsequent Events. While no such regulatory inquiries
have been made, compliance with such laws and regulations can be subject to future government review and interpretation, as well as significant regulatory
action including fines, penalties and exclusion from the Medicaid and Medicare programs.

Concentrations of Credit Risk

Financial instruments which potentially expose the Company to concentrations of credit risk consist primarily of cash and cash equivalents, restricted
cash, restricted investments, and accounts receivable. Cash and cash equivalents, restricted cash and restricted investments are held with various financial
institutions. From time to time, these balances exceed the federally insured limits. These balances are maintained with high quality financial institutions
which management believes limits the risk.

Accounts receivable are recorded at net realizable value. The Company performs ongoing evaluations of its residents and significant third-party payors
with which they contract, and generally does not require collateral. Management believes that credit risk with respect to accounts receivable from residents is
limited based on the stature and diversity of the third-party payers with which they contract. The Company maintains an allowance for doubtful accounts
which management believes is sufficient to cover potential losses. Delinquent accounts receivable are charged against the allowance for doubtful accounts
once likelihood of collection has been determined. Accounts receivable are considered to be past due and placed on delinquent status based upon
contractual terms, how frequently payments are received, and on an individual account basis.

Market Concentration Risk

The Company's operations are concentrated in the long-term care market, which is a heavily regulated environment. The operations of the Company are
subject to the administrative directives, rules and regulations of federal and state regulatory agencies, including, but not limited to, CMS, and the Department
of Health and Aging in all states in which the Company operates. Such administrative directives, rules and regulations, including budgetary reimbursement
funding, are subject to change by an act of Congress, the passage of laws by the General Assembly or an administrative change mandated by one of the
executive branch agencies. Such changes may occur with little notice or inadequate funding to pay for the related costs, including the additional
administrative burden, to comply with a change.
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Given the significant concentration of revenue from third-party payors, including Medicaid and Medicare programs, along with recent healthcare
reform and budgetary constraints of governmental agencies, there is potential for reimbursement rate reductions in the near term that could materially and
adversely impact the Company's revenue and profitability.

The Company has 96% of its 2,900 skilled nursing facility beds that it owns or leases certified under the Medicaid and Medicare programs. The
following is a summary of receivables and revenues by payor source:

For the Years Ended  

Percent of
Long-Term

Care Receivables  

Percent of
Patient

Care Revenue

Medicaid     
December 31, 2014  36%  51%
December 31, 2013  37%  53%

Medicare     
December 31, 2014  25%  33%
December 31, 2013  26%  31%

Other Payers     
December 31, 2014  39%  16%
December 31, 2013  37%  16%

Property and Equipment

Property and equipment are stated at cost. Expenditures for major improvements are capitalized. Depreciation commences when the assets are placed in
service. Maintenance and repairs which do not improve or extend the life of the respective assets are charged to expense as incurred. Upon disposal of assets,
the cost and related accumulated depreciation are removed from the accounts and any gain or loss is recorded. Depreciation is recorded on a straight-line
basis over the estimated useful lives of the respective assets. Property and equipment also includes bed license intangibles for states other than Ohio (where
the building and bed license are deemed complimentary assets) and are amortized over the life of the building. The Company reviews property and
equipment for potential impairment whenever events or changes in circumstances indicate that the carrying amounts of assets may not be recoverable.

During the twelve months ended December 31, 2014, the Company recorded an impairment of $1.8 million related to an adjustment to the fair value
less the cost to sell the 102 bed nursing facility located in Tulsa, Oklahoma, Companions. We compared the estimated fair value of the assets to their carrying
value and recorded an impairment charge for the excess of carrying value over estimated fair value. The assets and liabilities of Companions are included in
Assets and Liabilities Held for Sale as of December 31, 2014.

Leases and Leasehold Improvements

At the inception of each lease, the Company performs an evaluation to determine whether the lease should be classified as an operating lease or capital
lease. As of December 31, 2014, all of the Company's leased facilities are accounted for as operating leases. For operating leases that contain scheduled rent
increases, the Company records rent expense on a straight-line basis over the term of the lease. The accumulated difference between the straight-line expense
recognition and the actual cash rent paid is reflected in Other Liabilities in the Consolidated Balance Sheet and was $1.8 million and $1.6 million as of
December 31, 2014 and 2013, respectively. The lease term is also used to provide the basis for establishing depreciable lives for buildings subject to lease
and leasehold improvements.

Intangible Assets and Goodwill

Intangible assets consist of finite lived and indefinite lived intangibles. The Company's finite lived intangibles include lease rights and certain
CON/bed licenses that are not separable from the associated buildings. Finite lived intangibles are amortized over their estimated useful lives. For the
Company's lease related intangibles, the estimated useful life is based on the terms of the underlying facility leases, currently averaging approximately ten
years. For the Company's CON/bed licenses that are not separable from the buildings, the estimated useful life is based on the building life when acquired
with an average estimated useful life of approximately 31 years. The Company evaluates the recoverability of the finite lived intangibles whenever an
impairment indicator is present.

The Company's indefinite lived intangibles consist primarily of values assigned to CON/bed licenses that are separable from the buildings. The
Company does not amortize goodwill or indefinite lived intangibles. On an annual basis, the Company evaluates the recoverability of the indefinite lived
intangibles and goodwill by performing an impairment test. The Company
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performs its annual test for impairment during the fourth quarter of each year. For the year ended December 31, 2013, the Company determined that an
impairment adjustment was required for the goodwill recorded when the Company acquired the land, building, improvements, furniture, fixtures and
equipment of Companions on August 17, 2012. Accordingly, the Company recorded a goodwill impairment charge of $0.8 million in the fourth quarter of
2013, which is included in Loss from Discontinued Operations, net of tax. During 2013, the Company recognized a $0.5 million impairment charge to write
down the carrying value of certain lease rights, equipment, and leasehold improvement values of a facility located in Thomasville, Georgia and an
impairment charge of $0.7 million related to two facilities in Tybee Island, Georgia which is included in Loss from discontinued Operations, net of tax. The
impairment charge represents a change in fair value from the carrying value.

Deferred Financing Costs

The Company records deferred financing costs associated with debt obligations. Costs are amortized over the term of the related debt using the straight-
line method and are reflected as interest expense. The straight-line method yields results substantially similar to those that would be produced under the
effective interest rate method.

Income Taxes and Uncertain Tax Positions

Deferred tax assets or liabilities are recognized for the estimated future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective income tax basis. Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax
assets and liabilities of a change in tax rates is recognized in the period that included the enactment date. Deferred tax assets are also recognized for the future
tax benefits from net operating loss and other carry forwards. Valuation allowances are recorded for deferred tax assets when the recoverability of such assets
is not deemed more likely than not.

Judgment is required in evaluating uncertain tax positions. The Company determines whether it is more likely than not that a tax position will be
sustained upon examination. If a tax position meets the more-likely-than-not recognition threshold it is measured to determine the amount of benefit to
recognize in the financial statements. The Company classifies unrecognized tax benefits that are not expected to result in payment or receipt of cash within
one year as non-current liabilities in the Consolidated Balance Sheets. The Company is subject to income taxes in the U.S. and numerous state and local
jurisdictions. In general, the Company's tax returns filed for the 1998 through 2014 tax years are still subject to potential examination by taxing authorities.

In early 2014, the Internal Revenue Service ("IRS") initiated an examination of the Company's income tax return for the 2011 income tax year. On May
7, 2014, the IRS completed and closed the examination and no changes were required to the Company's 2011 income tax return.

In October 2014, the Georgia Department of Revenue ("GDOR") initiated an examination of the Company's Georgia income tax returns and net worth
returns for the 2010, 2011, 2012, and 2013 tax years. To date, the GDOR has not proposed any adjustments.

The Company is not currently under examination by any other major income tax jurisdiction.

Advertising

Advertising costs are expensed as incurred. Advertising costs for the years ended December 31, 2014 and 2013 were approximately $0.3 million and
$0.4 million, respectively.

Stock Based Compensation

The Company follows the provisions of ASC topic 718 “Compensation - Stock Compensation”, which requires the use of the fair-value based method to
determine compensation for all arrangements under which employees and others receive shares of stock or equity instruments (options, warrants or restricted
shares).  All awards are amortized on a straight-line basis over their vesting terms.

Fair Value Measurements and Financial Instruments

Accounting guidance establishes a three-level valuation hierarchy for disclosure of fair value measurements. The valuation hierarchy is based upon the
transparency of inputs to the valuation of an asset or liability as of the measurement date. The categorization within the valuation hierarchy is based upon the
lowest level of input that is significant to the fair value measurement. The three levels are defined as follows:

Level 1—     Quoted market prices in active markets for identical assets or liabilities
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Level 2—     Other observable market-based inputs or unobservable inputs that are corroborated by market data

Level 3—     Significant unobservable inputs

The respective carrying value of certain financial instruments of the Company approximates their fair value. These instruments include cash and cash
equivalents, restricted cash and investments, accounts receivable, notes receivable, notes payable and other debt, and accounts payable. Fair values were
assumed to approximate carrying values for these financial instruments since they are short-term in nature and their carrying amounts approximate fair values,
they are receivable or payable on demand, or the interest rates earned and/or paid approximate current market rates.

Derivative Instruments

The Company generally does not use derivative instruments to hedge exposures to certain risks. However, the Company entered into a securities
purchase agreement with respect to the issuance of subordinated convertible notes in October 2010 which includes a conversion feature that is not afforded
equity classification and embodies risks that are not clearly and closely related to the host debt agreement. As such, this conversion feature was an embedded
derivative instrument that was required to be bifurcated from the debt instrument and reported separately as a derivative liability at fair value.

The Company estimated the fair value of the conversion feature derivative instrument by using the Black-Scholes-Merton option-pricing model
because it embodies the requisite assumptions necessary to estimate the fair value of this instrument. Changes in fair value of this derivative instrument are
reported in the consolidated statement of operations.

The Company settled the derivative resulting in a gain of $3.0 million as of October 26, 2013, in conjunction with a Waiver, Amendment and
Forbearance with holders of the 2010 convertible notes.

Self-Insurance

The Company is self-insured for employee medical claims (in all states except for Oklahoma, where the Company participates in the Oklahoma state
subsidy program) and has a large deductible workers' compensation plan (in all states except for Ohio, where workers' compensation is covered under a
premium-only policy provided by the Ohio Bureau of Worker's Compensation, a state funded program required by Ohio's monopolistic workers'
compensation system). Additionally, the Company maintains insurance programs, including general and professional liability, property, casualty, directors'
and officers' liability, crime, automobile, employment practices liability and earthquake and flood. The Company believes that its insurance programs are
adequate and where there has been a direct transfer of risk to the insurance carrier, the Company does not recognize a liability in the consolidated financial
statements.

The Company's services subject it to certain liability risks which may result in malpractice claims being asserted against the Company if its services are
alleged to have resulted in patient injury or other adverse effects. The Company carries policies to protect against such claims.

As of December 31, 2014, claims incurred but not reported or unsettled claims for the self-insured employee medical plan and the large deductible
workers' compensation plan are recognized as a liability in the consolidated financial statements.

Recently Issued Accounting Pronouncements

In April 2014, the FASB issued ASU 2014-08 that amends the definition of a discontinued operation to include only those disposals of components
of an entity that represent a strategic shift that has (or will have) a major effect on an entity’s operations and financial results. This ASU should be applied
prospectively and is effective for the Company for the 2015 annual and interim periods. Early adoption is permitted for disposals that have not been reported
in financial statements previously issued. We have not adopted this ASU as of December 31, 2014.

In May 2014, the FASB issued ASU 2014-09 guidance requiring revenue to be recognized in an amount that reflects the consideration expected to
be received in exchange for those goods and services. The guidance requires the disclosure of sufficient quantitative and qualitative information for financial
statement users to understand the nature, amount, timing and uncertainty of revenue and associated cash flows arising from contracts with customers. The
guidance is effective for annual reporting periods beginning after December 15, 2016, including interim periods within that reporting period, with early
adoption precluded. The Company has not yet determined the impact, if any, that the adoption of this guidance will have on its consolidated financial
position or results of operations.

In August 2014, the FASB issued ASU 2014-15 guidance regarding an entity’s ability to continue as a going concern, which requires management to
assess a company’s ability to continue as a going concern and to provide related footnote disclosures in certain circumstances. Before this new standard, there
was minimal guidance in GAAP specific to going concern. Under the new standard, disclosures are required when conditions give rise to substantial doubt
about a company’s ability to
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continue as a going concern within one year from the financial statement issuance date. The guidance is effective for annual reporting periods beginning after
December 15, 2016, including interim periods within that reporting period, with early adoption permitted. The Company has not yet determined the impact,
if any, that the adoption of this guidance will have on its consolidated financial statements.

NOTE 2. EARNINGS PER SHARE

Basic earnings per share is computed by dividing net income or loss by the weighted-average number of shares of common stock outstanding during
the period. Diluted earnings per share is similar to basic earnings per share except net income or loss is adjusted by the impact of the assumed issuance of
convertible shares and the weighted-average number of common shares outstanding (which includes potentially dilutive securities, such as options, warrants,
non-vested shares, and additional shares issuable under convertible notes outstanding during the period when such potentially dilutive securities are not
anti-dilutive). Potentially dilutive securities from option, warrants and unvested restricted shares are calculated in accordance with the treasury stock method,
which assumes that proceeds from the exercise of all options and warrants with exercise prices exceeding the average market value are used to repurchase
common stock at market value. The incremental shares remaining after the proceeds are exhausted represent the potentially dilutive effect of the securities.
Potentially dilutive securities from convertible promissory notes are calculated based on the assumed issuance at the beginning of the period, as well as any
adjustment to income that would result from their assumed issuance. For 2014 and 2013, potentially dilutive securities of 7.7 million and 11.3 million,
respectively, were excluded from the diluted loss per share calculation because including them would have been anti-dilutive in both periods.

The following table provides a reconciliation of net loss for continuing and discontinued operations and the number of common shares used in the
computation of both basic and diluted earnings per share:

  Year Ended December 31,

  2014  2013

(Amounts in 000's, except per share data)  Loss  Shares  
Per

Share  
(Loss)

Income  Shares  
Per

Share

Continuing Operations:             
Loss from continuing operations  $ (12,895)      $ (12,108)     
Net loss attributable to noncontrolling interests  806      796     
Basic loss from continuing operations           $ (12,089)  17,930  $ (0.68)  $ (11,312)  15,044  $ (0.75)
Preferred stock dividend  (2,584)  17,930  $ (0.14)  (1,564)  15,044  (0.11)
Effect of dilutive securities: Stock options, warrants
outstanding and convertible debt (1)  —  —  —  —  —  —
Diluted loss from continuing operations  $ (14,673)  17,930  $ (0.82)  $ (12,876)  15,044  $ (0.86)

Discontinued Operations:             
Basic loss from discontinued operations  $ (1,510)  17,930  $ (0.08)  $ (1,255)  15,044  $ (0.08)
Diluted loss from discontinued operations  $ (1,510)  17,930  $ (0.08)  $ (1,255)  15,044  $ (0.08)
Net Loss Attributable to AdCare:             
Basic loss  $ (16,183)  17,930  $ (0.90)  $ (14,131)  15,044  $ (0.94)
Diluted loss  $ (16,183)  17,930  $ (0.90)  $ (14,131)  15,044  $ (0.94)

(1) Securities outstanding that were excluded from the computation, prior to the use of the treasury stock method, because they would have been anti-
dilutive are as follows:
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  December 31,

(Amounts in 000’s)  2014  2013

Outstanding Stock Options  935  1,804
Outstanding Common Stock Warrants - employee  1,689  1,876
Outstanding Common Stock Warrants - nonemployee  1,028  1,989
Convertible Debt shares issuable(a)  4,000  5,611

Total anti-dilutive securities  7,652  11,280

(a) The number of shares issuable upon conversion of convertible promissory notes reflected in the tables above is 120% of the aggregate principal
amount of the convertible promissory notes divided by the current conversion price, which is the number of shares required to be reserved for
issuance by the Company under the applicable registration rights agreement.

NOTE 3. LIQUIDITY AND PROFITABILITY

The Company has access to various cash resources to offset significant cash needs.

Sources of Liquidity

At December 31, 2014, we had $10.7 million in cash and cash equivalents as well as restricted cash and investments of $8.8 million. During 2015, we
anticipate both access to and receipt of several sources of liquidity. At December 31, 2014, we have one facility and one office building held for sale, and one
variable interest entity held for sale that we anticipate selling during 2015. We expect that the cash proceeds and the release of restricted cash will
approximate the related obligations.

In January 2015, we entered into exclusive listing agreements on the two office buildings located in Roswell, Georgia that we also anticipate selling
during 2015. We expect that the cash proceeds will exceed obligations by approximately $0.6 million.

We routinely have ongoing discussions with existing and potential new lenders to refinance current debt on a longer term basis and, in recent periods,
have refinanced shorter term acquisition debt, including seller notes, with traditional longer term mortgage notes, some of which have been executed under
government guaranteed lending programs. During 2015, we anticipate net proceeds for working capital of approximately $3.0 million on refinancing of
existing debt, primarily in the second and third quarters of 2015.

In July 2014, we announced that the Board of Directors had approved a strategic plan to transition the Company to a healthcare property holding and
leasing company. Through a series of leasing and subleasing transactions, the Company will transition to third-parties the operations of the Company’s
currently owned and operated healthcare facilities, which are principally skilled nursing facilities. The Company is focused on the ownership, acquisition
and leasing of healthcare related properties. We estimate cash flow from operations and other working capital changes of approximately $7.8 million for the
year ending December 31, 2015.

We maintain certain revolving lines of credit for which we have limited remaining capacity and all of which are due in 2015. Given our transition out
of healthcare operations, we do not anticipate any additional draws on these facilities.

Other liquidity sources include but to a lesser extent, the proceeds from the exercise of options and warrants.

Cash Requirements

At December 31, 2014, we had $151.4 million in indebtedness of which the current portion is $33.3 million. This current portion is comprised of the
following components: i) convertible debt of approximately $14.0 million, ii) debt of held for sale entities of approximately $11.2 million, primarily senior
debt - bond and mortgage indebtedness, and iii) remaining debt of approximately $8.1 million which includes revolver debt, senior debt - bonds, and senior
debt - mortgage indebtedness. For a complete debt listing and facility detail, see Note 9, Notes Payable and Other Debt, to the Company’s consolidated
financial statements in Part II, Item 8 of this Annual Report.

The convertible debt includes two subordinated convertible debt issuances. One was issued in 2012 (the “2012 Notes”) and has an outstanding
principal amount of $7.5 million at December 31, 2014 with maturity on July 31, 2015. At any time on
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or after the six-month anniversary of the date of issuance of the 2012 Notes, the notes are convertible at the option of the holder into shares of the Company's
common stock at a conversion price equal to $3.97 per share (adjusted for a 5% stock dividend paid on October 22, 2012, and subject to adjustment for stock
dividends, stock splits, combination of shares, recapitalization and other similar events). The other was issued in 2014 (the “2014 Notes”) and has an
outstanding principal amount of $6.5 million at December 31, 2014 with maturity on April 30, 2015. At any time on or after the date of issuance of the 2014
Notes, the notes are convertible at the option of the holder into shares of the common stock at an initial conversion price equal to $4.50 per share, subject to
adjustment for stock dividends, stock splits, combination of shares, recapitalization and other similar events. While management cannot predict with
certainty, we anticipate that some holders of the subordinated convertible notes will elect to convert their subordinated convertible notes into shares of
common stock provided the common stock continues to trade above the applicable conversion price for such notes.

On March 31, 2015, the Company entered into subscription agreements with certain accredited investors pursuant to which the Company accepted
subscriptions for an aggregate of $8.5 million in principal amount of the Company’s 10% Convertible Subordinated Notes Due April 30, 2017 ("2015
Notes"). In connection therewith, the Company issued approximately $1.7 million in principal amount of 2015 Notes on March 31, 2015, and will issue 2015
Notes for the remaining principal amount of the accepted subscriptions on or before April 30, 2015, upon receipt of payment thereof.

The current debt maturing in 2015 for all other debt approximates $8.1 million. As indicated previously, we routinely have ongoing discussions with
existing and potential new lenders to refinance current debt on a longer term basis and, in recent periods, have refinanced shorter term acquisition debt,
including seller notes, with traditional longer term mortgage notes, some of which have been executed under government guaranteed lending programs. We
anticipate net principal disbursements of approximately $5.1 million which reflect the offset of anticipated proceeds on refinancing of approximately $3.0
million.

We anticipate our operating cash requirements as being substantially less than in 2014 due to the transition to a healthcare property holding and
leasing company. Based on the described sources of liquidity and related cash requirements, we expect sufficient funds for our operations, scheduled debt
service, and capital expenditures at least through the next 12 months. On a longer term basis, at December 31, 2014 we have approximately $74.4 million of
debt maturities due between 2015 and 2017, excluding convertible promissory notes which are convertible into shares of the Company's common stock. We
have been successful in recent years in raising new equity capital and believe, based on recent discussions that these markets will continue to be available to
us for raising capital in 2015 and beyond. We believe our long-term liquidity needs will be satisfied by these same sources, as well as borrowings as required
to refinance indebtedness.

In order to satisfy our capital needs, we seek to: (i) improve our operating results through a series of leasing and subleasing transactions with favorable terms
and consistent and predictable cash flow; (ii) expand our borrowing arrangements with certain existing lenders; (iii) refinance current debt where possible to
obtain more favorable terms; and (iv) raise capital through the issuance of debt or equity securities. We anticipate that these actions, if successful, will
provide the opportunity for us to maintain liquidity on a short and long term basis, thereby permitting us to meet our operating and financing obligations for
the next 12 months. However, there is no guarantee that such actions will be successful or that anticipated operating results will be achieved. We currently
have limited borrowing availability under our existing revolving credit facilities. If the Company is unable to improve operating results, expand existing
borrowing agreements, refinance current debt, the convertible promissory notes due July 31, 2015 are not converted into shares of the Company's common
stock and are required to be repaid by us in cash, or raise capital through the issuance of securities, then the Company may be required to restructure its
outstanding indebtedness, implement further cost reduction initiatives or sell assets.

NOTE 4. RESTRICTED CASH AND INVESTMENTS

The following presents the Company's various restricted cash, escrow deposits and investments:
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  December 31,

Amounts in (000's)  2014  2013

HUD escrow deposits  $ 289  $ 91
Defeased bonds escrow  —  3,138
Lender's collection account  35  488
Current replacement reserves  9  —
HUD current replacement reserves  637  —
Collateral cash and certificates of deposit  2,302  —
Property tax escrow  49  84

Total current portion  3,321  3,801
     

HUD replacement reserves  1,074  383
Repair and remediation/replacement reserves  —  18
Reserves for capital improvements  936  1,481
Restricted investments for other debt obligations  3,446  9,724

Total noncurrent portion  5,456  11,606
Total restricted cash and investments  $ 8,777  $ 15,407

HUD escrow deposits—In connection with financing secured through HUD, the Regulatory Agreements entered into by several wholly-owned
subsidiaries of the Company require monthly escrow deposits for taxes and insurance.

Defeased bonds escrow—In September 2013, a wholly owned subsidiary of the Company deposited the outstanding principal and accrued interest to
the prepayment date on certain outstanding bonds which, pursuant to the loan agreement, were prepaid on March 1, 2014 (see Note 9 - Notes Payable and
Other Debt).

Lender's collection account—Several of the Company's credit facilities require several wholly-owned subsidiaries of the Company to deposit certain
collections and proceeds of their accounts receivable into a special collection account pursuant to the depository agreements. These funds are disbursed in
priority order in accordance to certain credit agreements (see Note 9 - Notes Payable and Other Debt).

Current replacement reserves—In connection with the September 2013 refinancing of one of the wholly-owned subsidiaries of the Company's loan
agreements, certain cash reserves were set aside for non-critical repairs outlined in the refinancing agreement.

Collateral cash and certificates of deposit—In securing mortgage financing from certain lending institutions, the Company and certain wholly-owned
subsidiaries of the Company are required to deposit cash and/or certificates of deposit to be held as collateral in accordance with the terms of the loan
agreements.

Property tax escrow—Several facilities are required to set funds aside for real estate taxes.

HUD replacement reserves—The Regulatory Agreements entered into in connection with the financing secured through HUD require monthly escrow
deposits for replacement and improvement of the HUD project assets.

Repair and remediation/replacement reserves—In 2013, one facility was required to set funds aside for repairs, remediation and replacement expenses.

Reserves for capital improvements—Several facilities are required to set funds aside for capital improvements.

Restricted investments for other debt obligations—In compliance with certain financing and insurance agreements, the Company and certain wholly-
owned subsidiaries of the Company are required to deposit cash held as collateral by the lender or in escrow with certain designated financial institutions.
One of the Company's loan agreements includes a requirement to fund additional cash collateral if the borrower fails to achieve certain debt service ratio
requirements. One of the Company's insurance policies requires cash to be held in escrow for the life of the policy. One of the wholly-owned subsidiaries of
the Company's loan agreements requires monthly cash deposits to be held as additional collateral until the loan matures on September 27, 2016. One of the
wholly-owned subsidiaries of the Company's loan agreements requires restricted assets of $0.3 million to be held in reserve of the debt related to this loan
(see Note 9 - Notes Payable and Other Debt).

NOTE 5. PROPERTY AND EQUIPMENT
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Property and Equipment consist of the following:

(Amounts in 000's)  
Estimated Useful

Lives (Years)  December 31, 2014  December 31, 2013

Buildings and improvements  5 - 40  $ 132,842  $ 131,123
Equipment  2 - 10  13,616  11,987
Land  —  7,437  6,788
Computer related  2 - 10  2,913  2,980
Construction in process  —  52  269
    156,860  153,147
Less: accumulated depreciation and amortization    21,275  14,914

Property and equipment, net    $ 135,585  $ 138,233

For the twelve months ended December 31, 2014 and 2013, total depreciation and amortization expense was $7.3 million and $6.9 million,
respectively. Total depreciation and amortization expense excludes $2.2 million and $2.0 million in 2014 and 2013, respectively, that is recognized in Loss
from Discontinued Operations, net of tax.

During the twelve months ended December 31, 2013, the Company recognized a $0.5 million impairment charge to write down the carrying value of
certain lease rights, equipment, and leasehold improvement values of a facility located in Thomasville, Georgia. The impairment charges represent changes in
fair value from the carrying value (see Note 11 - Discontinued Operations).

During the twelve months ended December 31, 2014, the Company recorded an impairment of $1.8 million related to an adjustment to the fair value
less the cost to sell the 102-bed nursing facility located in Tulsa, Oklahoma, Companions. We compared the estimated fair value of the assets to their carrying
value and recorded an impairment charge for the excess of carrying value over estimated fair value. The assets and liabilities of Companions are included in
Assets and Liabilities Held for Sale as of December 31, 2014 (see Note 11 - Discontinued Operations).
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NOTE 6. INTANGIBLE ASSETS AND GOODWILL

Intangible assets consist of the following:

(Amounts in 000's)  

Bed Licenses
(included in

property and
equipment)  

Bed Licenses—
Separable  

Lease
Rights  Total

Balances, December 31, 2012         
Gross  $ 38,478  $ 2,471  $ 8,824  $ 49,773
Accumulated amortization  (1,438)  —  (2,701)  (4,139)

Net carrying amount  $ 37,040  $ 2,471  $ 6,123  $ 45,634
         

Amortization expense  (1,253)  —  (1,234)  (2,487)
         

Balances, December 31, 2013         
Gross  38,478  2,471  8,824  49,773
Accumulated amortization  (2,691)  —  (3,935)  (6,626)

Net carrying amount  35,787  2,471  4,889  43,147
         

Amortization expense  (1,164)  —  (802)  (1,966)
Reclass to held for sale  (1,530)  —  —  (1,530)

         

Balances, December 31, 2014         
Gross  $ 36,948  $ 2,471  $ 8,824  48,243
Accumulated amortization  (3,855)  —  (4,737)  (8,592)

Net carrying amount  $ 33,093  $ 2,471  $ 4,087  $ 39,651
 

Amortization expense for bed licenses is included in property and equipment depreciation and amortization expense (See Note 5 - Property and
Equipment). During 2013, the Company recognized an impairment loss of $0.7 million related to two facilities located in Tybee Island, Georgia (see Note 11
- Discontinued Operations ).

Amortization expense for lease rights was $0.8 million and $1.2 million for the years ended December 31, 2014 and 2013, respectively. Estimated
amortization expense for all definite lived intangibles for each of the future years ending December 31, is as follows:

Amounts in (000's)  
Bed

Licenses  
Lease
Rights

2015  $ 1,232  $ 667
2016  1,232  667
2017  1,232  667
2018  1,232  667
2019  1,232  667
Thereafter  26,933  752

Total  $ 33,093  $ 4,087
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The following table summarizes the changes in the carrying amount of goodwill for the years ended December 31, 2014 and 2013.

  (Amounts in 000's)

Balances, December 31, 2012   
Goodwill  $ 5,023
Accumulated impairment losses  —

Total  $ 5,023
   

Impairment losses  (799)
Net change during year  (799)

   

Balances, December 31, 2013   
Goodwill  $ 5,023
Accumulated impairment losses  (799)

Total  $ 4,224
   

Impairment loss  —
Net change during year  —

   

Balances, December 31, 2014   
Goodwill  $ 5,023
Accumulated impairment losses  (799)

Total  $ 4,224

For the year ended December 31, 2014, the Company determined that no impairment adjustments were necessary for goodwill. For the year ended
December 31, 2013, the Company determined that an impairment adjustment was required for the goodwill recorded when the Company acquired the land,
building, improvements, furniture, fixtures and equipment of Companions on August 17, 2012. Accordingly, the Company recorded a goodwill impairment
charge of $0.8 million in the fourth quarter of 2013, which is included in Loss from Discontinued Operations, net of tax. The Company does not amortize
goodwill or indefinite lived intangibles, which consist of separable bed licenses.

NOTE 7. LEASES

Operating Leases

The Company leases certain office space and a total of 11 skilled nursing facilities under non-cancelable operating leases, most of which have initial
lease terms of 10 to 12 years with rent escalation clauses and provisions for payments by the Company of real estate taxes, insurance and maintenance costs;
six of the skilled nursing facilities that are leased are still operated by the Company. For the years ended December 31, 2014 and 2013, facility rent expense
totaled $7.1 million and $6.3 million, respectively. Total facility rent expense excludes $1.0 million and $1.8 million in 2014 and 2013, respectively, that is
recognized in Loss from Discontinued Operations, net of tax.

Five of the Company's skilled nursing facilities are operated under a single master indivisible lease arrangement. The lease has a term of ten years into
2020. Under the Master Lease (the "Master Lease"), a breach at a single facility could subject one or more of the other facilities covered by the same master
lease to the same default risk. Failure to comply with regulations or governmental authorities, such as Medicaid and Medicare provider requirements, is a
default under the Master Lease. In addition, other potential defaults related to an individual facility may cause a default of the entire Master Lease. With an
indivisible lease, it is difficult to restructure the composition of the portfolio or economic terms of the lease without the consent of the landlord. The
Company is not aware of any defaults and believes it is in compliance with the covenants of the Master Lease as of December 31, 2014.
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Two of the Company's facilities are operated under a single indivisible lease; therefore, a breach at a single facility could subject the second facility to
the same default risk. The lease has a term of 12 years into 2022 and includes covenants and restrictions. The Company is required to make minimum capital
expenditures of $375 per licensed bed per lease year at each facility which amounts to $0.1 million per year for both facilities. As of December 31, 2014, the
Company is in compliance with all financial and administrative covenants of this lease agreement.

Future minimum lease payments for each of the next five years ending December 31, are as follows:

  
(Amounts in

000's)

2015  $ 7,940
2016  7,980
2017  8,062
2018  8,188
2019  7,861
Thereafter  8,279

Total  $ 48,310

The Company has also entered into lease agreements for various equipment used in the facilities. These leases are included in future minimum lease
payments above.

Leased and Subleased Facilities to Third-Party Operators

In connection with both the Company's strategic plan to transition to a healthcare property holding and leasing company and previous leasing and
subleasing opportunities, the operations of eight facilities, three owned by us and five leased to us, have been successfully transferred to third-party skilled
nursing facility operators as of December 31, 2014. The lease and sublease agreements provide current and future lease receivables the Company recognizes
as rental revenues. These properties are leased and subleased on a triple net basis, meaning that the lessee (i.e., the new third-party operator of the property) is
obligated under the lease or sublease, as applicable, for all liabilities of the property in respect to insurance, taxes and facility maintenance, as well as the
lease or sublease payments, as applicable.

On December 1, 2012, the Company entered into a sublease agreement effective December 1, 2012 to exit the operations of a skilled nursing facility
located in Jeffersonville, Georgia. The sublease agreement expires on the same day and adheres to all of the terms, covenants, and conditions as the Master
Lease.

On June 12, 2013, the Company entered into two sublease agreements to exit the operations of a skilled nursing facility located in Tybee Island,
Georgia effective June 30, 2013. The two sublease agreements expire on the same day and adhere to all of the terms, covenants, and conditions as the Master
Lease.

On July 1, 2014, the Company entered into an agreement effective July 1, 2014 to sublease a 52-bed skilled nursing facility located in Thomasville,
Georgia to a local nursing home operator. The sublease agreement expires on the same day and adheres to all of the terms, covenants, and conditions as the
Master Lease.

On October 22, 2014, a wholly-owned subsidiary of the Company entered into an agreement to sublease one of its skilled nursing and rehabilitation
facilities located in Lumber City, Georgia to a local nursing home operator commencing on November 1, 2014. The sublease agreement expires on the same
day and adheres to all of the terms, covenants, and conditions as the Master Lease.

On October 22, 2014, a wholly-owned subsidiary of the Company entered into an agreement to sublease one of its skilled nursing and rehabilitation
facilities located in Dublin, Georgia to a local nursing home operator that commenced on November 1, 2014. The initial term of the sublease agreement
expires on the last day of the sixtieth (60th) full calendar month from the commencement date of November 1, 2014 and may be extended for one separate
renewal term of five years.

On September 22, 2014, two wholly-owned subsidiaries of the Company entered into separate lease agreements to lease a 182-bed skilled nursing
facility located in Attalla, Alabama and a 124-bed skilled nursing facility located in Glencoe, Alabama to a local nursing home operator that commenced on
November 1, 2014. The initial term of each lease agreement expires on the last day of the sixtieth (60th) full calendar month from the commencement date of
the lease agreement and may be extended for one separate renewal term of five years (see Note 11 - Discontinued Operations).

Future minimum lease receivables for each of the next five years ending December 31, are as follows:
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(Amounts in

000's)

2015  $ 5,370
2016  5,451
2017  5,532
2018  5,613
2019  5,362
Thereafter  1,578

Total  $ 28,906

NOTE 8. ACCRUED EXPENSES

Accrued expenses consist of the following:

  December 31,

Amounts in (000's)  2014  2013

Accrued payroll related  $ 6,915  $ 5,204
Accrued employee benefits  3,405  3,712
Real estate and other taxes  1,335  1,543
Other accrued expenses  3,998  2,805

Total  $ 15,653  $ 13,264

95

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Table of Contents

NOTE 9. NOTES PAYABLE AND OTHER DEBT

Notes payable and other debt consists of the following:

  December 31,

Amounts in (000's)  2014  2013

Revolving credit facilities and lines of credit (a)  $ 6,832  $ 8,503
Senior debt—guaranteed by HUD  26,022  4,063
Senior debt—guaranteed by USDA  27,128  27,763
Senior debt—guaranteed by SBA  3,703  5,954
Senior debt - bonds, net of discount (b)  12,967  16,102
Senior debt - other mortgage indebtedness (c)  60,277  78,408
Other debt  430  625
Convertible debt issued in 2010, net of discount  —  6,930
Convertible debt issued in 2011  —  4,459
Convertible debt issued in 2012  7,500  7,500
Convertible debt issued in 2014  6,500  —

Total  151,359  160,307
Less current portion  22,113  26,154
Less: portion included in liabilities of disposal group held for sale (a),(c)  5,197  —
Less: portion included in liabilities of variable interest entity held for sale (b)  5,956  6,034

Notes payable and other debt, net of current portion  $ 118,093  $ 128,119

(a )  The revolving credit facilities and lines of credit includes $0.2 million related to the outstanding loan entered into in conjunction with the acquisition of the Companions skilled
nursing facility in August 2012.

(b) The senior debt - bonds, net of discount includes $6.0 million related to the Company's consolidated variable interest entity, Riverchase Village ADK, LLC, revenue bonds, in
two series, issued by the Medical Clinical Board of the City of Hoover in the state of Alabama which AdCare has guaranteed the obligation under the bonds.

(c )  The senior debt - other mortgage indebtedness includes $5.0 million related to the outstanding loan entered into in conjunction with the acquisition of Companions in August
2012.

Scheduled Maturities

The schedule below summarizes the scheduled maturities as of December 31, 2014 for each of the next five years and thereafter. The 2015 maturities
include $0.2 million and $5.0 million, respectively, related to the Companions outstanding loans classified as liabilities of disposal group held for sale and
$6.0 million related to the Riverchase bonds classified as liabilities of a variable interest entity held for sale at December 31, 2014 (see Note 19 - Related
Party Transactions).
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  Amounts in (000's)

2015  $ 33,440
2016  49,970
2017  4,966
2018  1,869
2019  1,966

Thereafter  59,541
Subtotal  151,752

Less: unamortized discounts ($174 classified as current)  (393)
Total notes and other debt  $ 151,359

Debt Covenant Compliance

As of December 31, 2014, the Company (including its consolidated variable interest entity) has approximately forty credit related instruments (credit
facilities, mortgage notes, bonds and other credit obligations) outstanding that include various financial and administrative covenant requirements.
Covenant requirements include, but are not limited to, fixed charge coverage ratios, debt service coverage ratios, minimum EBITDA or EBITDAR, current
ratios and tangible net worth requirements. Certain financial covenant requirements are based on consolidated financial measurements whereas others are
based on subsidiary level (i.e. facility, multiple facilities or a combination of subsidiaries comprising less than the Company's consolidated financial
measurements). Some covenants are based on annual financial metric measurements whereas others are based on quarterly financial metric measurements. The
Company routinely tracks and monitors its compliance with its covenant requirements. In recent periods, including as of December 31, 2014, the Company
has not been in compliance with certain financial and administrative covenants. For each instance of such non-compliance, the Company has obtained
waivers or amendments to such requirements including as necessary modifications to future covenant requirements or the elimination of certain requirements
in future periods.

The table below indicates which of the Company's credit-related instruments are out of compliance as of December 31, 2014:
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Credit Facility  

Balance at
December 31,

2014
(000's)  

Consolidated
or

Subsidiary
Level

Covenant
Requirement  

Financial
Covenant  

Measurement
Period  

Min/Max
Financial
Covenant
Required  

Financial
Covenant

Metric
Achieved    

Future
Financial
Covenant

Metric
Required

Gemino Lines of Credit

 

$ 2,575

 

Consolidated

 

Fixed
Charge
Coverage
Ratio
(FCCR)  

Quarterly

 

1.10

 

0.82

 

*

 

1.10

PrivateBank - Line of Credit

 

$ 3,002

 

Subsidiary

 

Coverage of
Rent and
Debt Service  

Quarterly

 

1.25

 

0.98

 

*

 

1.25

    

Consolidated

 

Maximum
Leverage to
EBITDA  

Annual

 

11.00

 

11.03

 

*

 

11.00

PrivateBank - Line of Credit
- HUD

 

$ 1,059

 

Consolidated

 

Maximum
Leverage to
EBITDA  

Annual

 

11.00

 

11.03

 

*

 

11.00

Contemporary Healthcare
Capital - Term Note and
Line of Credit - CSCC
Nursing, LLC  

$ 197

 

Subsidiary

 

Minimum
Implied
Current
Ratio  

Quarterly

 

1.00

 

0.94

 

*

 

1.00

   Subsidiary  DSCR  Quarterly  1.15  0.04  *  1.15

 
$ 5,000

 
Subsidiary

 
Minimum
Occupancy  

Quarterly
 

70%
 

67%
 

*
 

70%

PrivateBank - Mortgage
Note - Valley River
Nursing, LLC; Park
Heritage Nursing, LLC;
Benton Nursing, LLC

 
$ 11,007

 
Subsidiary

 
Minimum
EBITDAR  

Quarterly
 

$ 450
 

$ 136
 

*
 

$ 450

   

Subsidiary

 

Fixed
Charge
Coverage
Ratio
(FCCR)  

Quarterly

 

1.05

 

0.84

 

*

 

1.05

PrivateBank - Mortgage
Note - Little Rock HC&R
Nursing, LLC

 
$ 11,627

 
Subsidiary

 
Minimum
EBITDAR  

Quarterly
 

$ 358
 

$ 348
 

*
 

$ 358

   

Subsidiary

 

Borrowers
Coverage of
Debt Service  

Annual

 

1.10

 

1.09

 

*

 

1.10

   

Consolidated

 

Maximum
Leverage to
EBITDA  

Annual

 

11.00

 

11.03

 

*

 

11.00

Medical Clinic Board of the
City of Hoover - Bonds -
Riverchase Village ADK,
LLC

 

$ 6,130

 

Subsidiary

 

Borrowers
Coverage of
Debt Service  

Annual

 

1.20

 

(0.50)

 

*

 

1.20

   
Subsidiary

 
Days Cash
on Hand  

Annual
 

15
 

0
 

*
 

15

   

Subsidiary

 

Maximum
Days
Outstanding
on Trade
Payables  

Annual

 

10%

 

69%

 

*

 

10%

City of Springfield - Bonds
- Eaglewood Village, LLC

 

$ 7,230

 

Subsidiary

 

Borrowers
Coverage of
Debt Service  

Annual

 

1.10

 

0.74

 

*

 

1.10

*    Waiver or amendment for violation of covenant obtained.

Revolving Credit Facilities and Lines of Credit

Gemino Northwest Credit Facility

On May 30, 2013, NW 61st Nursing, LLC (“Northwest”), a wholly-owned subsidiary of the Company, entered into a Credit Agreement (the “Northwest
Credit Facility”) with Gemino Healthcare Finance, LLC ("Gemino"). The Northwest Credit Facility provided for a $1.0 million principal amount senior-
secured revolving credit facility.
 

The Northwest Credit Facility matures on January 31, 2015 and interest accrues on the principal balance thereof at an annual rate of 4.75% plus the
current LIBOR rate. Northwest also pays to Gemino: (i) a collateral monitoring fee equal to 1.0% per annum of the daily outstanding balance of the Northwest
Credit Facility; and (ii) a fee equal to 0.5% per annum of the unused portion of the Northwest Credit Facility. In the event the Northwest Credit Facility is
terminated prior to January 31, 2015, Northwest shall also be required to pay a fee to Gemino in an amount equal to 1.0% of the Northwest Credit Facility.
The Northwest Credit Facility is secured by a security interest in the accounts receivable and the collections and proceeds thereof relating to the Company’s
skilled nursing facility located in Oklahoma City, Oklahoma known as the Northwest Nursing Center. AdCare has unconditionally guaranteed all amounts
owing under the Northwest Credit Facility.
 

The Northwest Credit Facility contains customary events of default, including material breach of representations and warranties, failure to make
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required payments, failure to comply with certain agreements or covenants and certain events of bankruptcy and insolvency. Upon the occurrence of an event
of default, Gemino may terminate the Northwest Credit Facility.
In connection with entering into the Northwest Credit Facility, certain affiliates of the Company and Northwest, as applicable, also entered into an
intercreditor and subordination agreement, governmental depository agreement and subordination of management fee agreement, each containing customary
terms and conditions.
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On June 25, 2013, Northwest entered into a First Amendment to the Credit Agreement which amended the Northwest Credit Facility. The amendment,
among other things: (i) amends certain financial covenants regarding fixed charge coverage ratio and minimum EBITDA; and (ii) amends the credit facility to
include the Bonterra Credit Facility (discussed below) as an affiliated credit agreement in determining whether certain financial covenants are being met.
 

On June 28, 2013, two wholly-owned subsidiaries of the Company, entered into a Joinder Agreement, Second Amendment and Supplement to Credit
Agreement with Northwest and Gemino pursuant to which such subsidiaries became additional borrowers under the Northwest Credit Facility. Pursuant to the
joinder, the borrowers granted a continuing security interest in, among other things, their accounts receivables, payment intangibles, chattel paper, general
intangibles, collateral relating to any accounts or payment intangibles, commercial lockboxes and cash, as additional collateral under the Northwest Credit
Facility. In connection with the execution of the joinder, the borrowers issued an amended and restated revolving promissory note in favor of Gemino in the
amount of $1.5 million.

O n February 10, 2014, Northwest entered into a Waiver and Amendment with Gemino which modified the: (i) Northwest Credit Facility; and (ii)
Gemino-Bonterra Credit Facility (described below). The Waiver and Amendment, among other things, adjusted the required: (a) minimum fixed charge
coverage ratio; (b) maximum loan turn days; (c) minimum earnings before interest, taxes, depreciation and amortization; and (d) waived certain specified
defaults in existence as of the date of the Waiver and Amendment.

As of December 31, 2014, $1.3 million was outstanding under the Northwest Credit Facility. At December 31, 2014, the Company was not in
compliance with covenants contained in the Northwest Credit Facility and has obtained a waiver from Gemino (see table above).

On January 30, 2015, a certain wholly-owned subsidiary of the Company, entered into a Fourth Amendment to the Credit Agreement with Gemino
which amended the Northwest Credit Facility. The amendment extends the term of the Northwest Credit Facility from January 31, 2015 to March 31, 2015.

Gemino-Bonterra Credit Facility

On September 20, 2012, ADK Bonterra/Parkview, LLC, a wholly owned subsidiary of the Company ("Bonterra") entered into a Second Amendment to
the Credit Agreement with Gemino ("Gemino-Bonterra Credit Facility"), which amended the original Credit Agreement dated April 27, 2011 between
Bonterra and Gemino. The Gemino-Bonterra Credit Facility is a secured credit facility for borrowings up to $2.0 million. The amendment extended the term
of the Gemino-Bonterra Credit Facility from October 29, 2013 to January 31, 2014 and amended certain financial covenants regarding Bonterra's fixed
charge coverage ratio, maximum loan turn days and applicable margin. Interest accrues on the principal balance outstanding at an annual rate equal to the
LIBOR rate plus the applicable margin of 4.75% to 5.00%, which fluctuates depending upon the principal amount outstanding.

On December 20, 2012, Bonterra entered into a Third Amendment to the Gemino-Bonterra Credit Facility, which altered the financial covenant in the
original credit agreement to exclude the Oklahoma Owners under another credit agreement with Gemino from the covenant calculation of maximum loan turn
days and acknowledged that Bonterra shall not be obligated, directly or indirectly, for any indebtedness or obligations of the Oklahoma Owners to Gemino.

On May 30, 2013, Bonterra, entered into a Fourth Amendment to Credit Agreement with Gemino, which among other things: (i) extends the term of the
Gemino-Bonterra Credit Facility from January 31, 2014 to January 31, 2015; (ii) amended certain financial covenants regarding Bonterra’s fixed charge
coverage ratio and maximum loan turn days; and (iii) amended the Gemino-Bonterra Credit Facility to include the Northwest Credit Facility as an affiliated
credit agreement in determining whether certain financial covenants are being met.

On February 10, 2014, Bonterra entered into a Waiver and Amendment with Gemino which modified the: (i) Northwest Credit Facility; and (ii) Gemino-
Bonterra Credit Facility. The Waiver and Amendment, among other things, adjusted the required: (a) minimum fixed charge coverage ratio; (b) maximum
loan turn days; (c) minimum earnings before interest, taxes, depreciation and amortization; and (d) waived certain specified defaults in existence as of the
date of the Waiver and Amendment.

As of December 31, 2014, $1.3 million was outstanding under the Gemino-Bonterra Credit Facility. At December 31, 2014, the Company was not in
compliance with covenants contained in the Gemino-Bonterra Credit Facility and has obtained a waiver from Gemino (see table above).

On January 30, 2015, a certain wholly owned subsidiary of the Company, entered into a Seventh Amendment to the Credit Agreement with Gemino
which amended the Gemino-Bonterra Credit Facility. The amendment extends the term of the Bonterra Credit Facility from January 31, 2015 to March 31,
2015.
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PrivateBank Credit Facility

On September 20, 2012, the Company entered into a Loan and Security Agreement with PrivateBank ("PrivateBank Credit Facility"). Under the terms
of the PrivateBank Credit Facility, PrivateBank provided a $10.6 million senior secured revolving credit facility for a three-year period with the borrowings
thereunder being subject to a borrowing base and are offset by a $0.7 million standby letter of credit at December 31, 2012, increasing to $2.5 million at
July 31, 2013.

The PrivateBank Credit Facility matures on September 20, 2015. Interest is accrued on the principal balance at an annual rate of the greater of (i) 1%
plus the prime interest rate per annum, or (ii) 5% per annum. Payments for the interest are due monthly and commenced on October 1, 2012. In addition, there
is a non-utilization fee of 0.5% on the unused portion of the available credit. The PrivateBank Credit Facility may be prepaid at any time without premium or
penalty, provided that such prepayment is accompanied by a simultaneous payment of all accrued and unpaid interest, through the date of prepayment. The
PrivateBank Credit Facility is secured by a first priority security interest in the real property and improvements constituting skilled nursing facilities owned
and operated by the Company. AdCare has unconditionally guaranteed all amounts owed to PrivateBank under the PrivateBank Credit Facility.

Proceeds from the PrivateBank Credit Facility were used to pay off all amounts outstanding under a separate $2.0 million credit facility with
PrivateBank under which certain subsidiaries of AdCare were borrowers.

On October 26, 2012, the Company and certain of its wholly owned subsidiaries, on the one hand, and PrivateBank entered into a Modification
Agreement which amends the PrivateBank Credit Facility. The Modification Agreement amended the loan agreement to: (i) allow PrivateBank to issue
additional letters of credit for the account of the borrowers under the loan agreement; and (ii) change the total amount that may be issued under any letters of
credit to $2.5 million. The modification agreement did not change the maximum amount that may be borrowed under the loan agreement by the borrowers
which remained at $10.6 million.

On January 25, 2013, the Company entered into a Memorandum of Agreement with PrivateBank pursuant to which three of the Company’s subsidiaries
and their assets that collateralized the loan, which consist of the three skilled nursing facilities located in Arkansas known as the Aviv facilities, were released
from liability under the PrivateBank Credit Facility. In exchange for the release from liability under the loan agreement, the Company made a payment in the
amount of $0.7 million on December 28, 2012. The Memorandum of Agreement did not change the maximum amount that may be borrowed under the
PrivateBank Credit Facility, which remained $10.6 million.

 On September 30, 2013, certain wholly-owned subsidiaries of the Company entered into a Third Modification Agreement with PrivateBank pursuant
to which: (i) a wholly-owned subsidiary of the Company was added as a borrower to the PrivateBank Credit Facility; and (ii) three of the subsidiaries and
their assets that collateralized the loan were released from their obligations under the PrivateBank Credit Facility because such entities no longer operate
skilled nursing facilities.

On November 26, 2013, certain wholly-owned subsidiaries of the Company entered into a Fourth Modification Agreement with PrivateBank which
modified the PrivateBank Credit Facility. The modification, among other things: (i) increased the letter of credit amount available under the PrivateBank
Credit Facility from $2.5 million to $3.5 million.

On July 24, 2014, certain wholly-owned subsidiaries of the Company entered into a Fifth Modification Agreement with PrivateBank, effective
July 22, 2014, which modified the PrivateBank Credit Facility. The modification, among other things: (i) increased the letter of credit amount available
under the PrivateBank Credit Facility from $3.5 million to $3.8 million; and (ii) amended certain financial terms under the PrivateBank Credit Facility
regarding debt service and interest charges.

On September 24, 2014, certain wholly-owned subsidiaries of the Company entered into a Sixth Modification Agreement with PrivateBank, which
modified the PrivateBank Credit Facility. Pursuant to the Modification: (i) the outstanding amount owing under the PrivateBank Credit Facility was reduced
from $10.6 million to $9.1 million; (ii) three of the Company's subsidiaries and their collateral were released from their obligations under the PrivateBank
Credit Facility because one of the entities no longer operates a skilled nursing facility and each of the two remaining released entities have entered into new
financing arrangements with HUD, as discussed below; and (iii) certain financial terms under the PrivateBank Credit Facility regarding minimum fixed
charge coverage ratio were amended.

On December 17, 2014, certain wholly-owned subsidiaries of the Company entered into a Seventh Modification Agreement with PrivateBank, which
modified the PrivateBank Credit Facility. Pursuant to the Modification: (i) the outstanding amount owing under the PrivateBank Credit Facility was reduced
from $9.1 million to $8.8 million and a Letter of Credit in the amount of $3.8 million was provided; and (iii) one of the PrivateBank Borrowers and their
collateral were released from their obligations under the PrivateBank Credit Facility because the entity entered into new financing arrangements with HUD,
as discussed below.
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Certain subsidiaries of the Company are also borrowers under: (i) a credit facility with PrivateBank used to fund the purchase price of the acquisition
of three skilled nursing facilities and an office facility located in Arkansas; and (ii) a credit facility with PrivateBank used to fund the purchase price of the
West Markham Sub Acute and Rehabilitation Center located in Arkansas.

 As of December 31, 2014, $3.0 million was outstanding of the maximum borrowing amount of $8.8 million under the PrivateBank Credit Facility,
subject to borrowing base limitations.  As of December 31, 2014, the Company has $3.8 million of outstanding letters of credit relating to this credit facility.
At December 31, 2014, the Company was not in compliance with covenants contained in the PrivateBank Credit Facility and has obtained a waiver from
PrivateBank (see table above).

PrivateBank-Woodland Nursing and Glenvue Nursing Credit Facility

On September 24, 2014, certain wholly-owned subsidiaries of the Company entered into a Loan and Security Agreement (the “Woodland Nursing
and Glenvue Nursing Credit Facility”) with PrivateBank. The Woodland Nursing and Glenvue Nursing Credit Facility provides for a $1.5 million principal
amount senior secured revolving credit facility.

The Woodland Nursing and Glenvue Nursing Credit Facility matures on September 24, 2017. Interest on the Woodland Nursing and Glenvue
Nursing Credit Facility accrues on the principal balance thereof at a rate of interest equal to the greater of: (i) a floating per annum rate of interest equal to the
prime rate plus 1.0%; or (ii) 5.0% per annum. These certain wholly-owned subsidiaries of the Company shall also pay to PrivateBank: (i) a one time non-
refundable loan fee in the amount of $11,250 and (ii) a fee equal to 0.5% per annum of the unused portion of the Woodland Nursing and Glenvue Nursing
Credit Facility. The Woodland Nursing and Glenvue Nursing Credit Facility is secured by a security interest in, without limitation, the accounts receivable
and the collections and proceeds thereof relating to the Company’s two skilled nursing facilities located in Springfield, Ohio known as the Eaglewood Care
Center and located in Glennville, Georgia known as the Glenview Health and Rehabilitation Center. AdCare has unconditionally guaranteed all amounts
owing under the Woodland Nursing and Glenvue Nursing Credit Facility.

The Woodland Nursing and Glenvue Nursing Credit Facility contains customary events of default, including material breach of representations and
warranties, failure to make required payments, failure to comply with certain agreements or covenants and certain events of bankruptcy and insolvency. Upon
the occurrence of an event of default, PrivateBank may terminate the Woodland Nursing and Glenvue Nursing Credit Facility.

As of December 31, 2014, $1.1 million was outstanding of the maximum borrowing amount of $1.5 million under the
Woodland Nursing and Glenvue Nursing Credit Facility, subject to borrowing base limitations. At December 31, 2014, the Company was in compliance with
covenants contained in the Woodland Nursing and Glenvue Nursing Credit Facility.

Georgetown and Sumter Credit Facility

On January 30, 2015, two wholly-owned subsidiaries of the Company, entered into a Loan Agreement (the "Georgetown and Sumter Credit
Facility"), between Georgetown, Sumter and PrivateBank. The Georgetown and Sumter Credit Facility provides for a $9.3 million principal amount secured
credit facility.

The Georgetown and Sumter Credit Facility matures on September 1, 2016. Interest on the Georgetown and Sumter Credit Facility accrues on the
principal balance thereof at the LIBOR rate plus 4.25%. Interest payments on the loan shall be due and payable monthly, beginning on March 1, 2015. The
Georgetown and Sumter Credit Facility is secured by, among other things, an assignment of all rents paid under any existing or future leases and rental
agreements with respect to the Georgetown and Sumter Credit Facility.

The Georgetown and Sumter Credit Facility contains customary events of default, including fraud or material misrepresentation or material
omission, failure to make required payments, and failure to perform or comply with certain agreements. Upon the occurrence of certain events of default,
PrivateBank may terminate the Georgetown and Sumter Credit Facility and all amounts under the Georgetown and Sumter Credit Facility will become due
and payable.

AdCare has unconditionally guaranteed all amounts owing under the Georgetown and Sumter Credit Facility. On January 30, 2015, proceeds from
the Georgetown and Sumter Credit Facility were used to pay off all amounts outstanding under a separate $9.0 million credit facility with Metro City Bank
under which certain subsidiaries of the Company were borrowers.

Northridge, Woodland Hills and Abington Credit Facility
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On February 25, 2015, three wholly-owned subsidiaries of the Company entered into a Loan Agreement (the "Northridge, Woodland Hills and
Abington Credit Facility") with PrivateBank. The PrivateBank Credit Facility provides for a $12.0 million principal amount secured credit facility.

The Northridge, Woodland Hills and Abington Credit Facility matures on September 1, 2016. Interest accrues on the principal balance thereof at the
LIBOR rate plus 4.25%. Principal and interest payments on the note shall be due and payable monthly, beginning on March 1, 2015. The facility is secured
by, among other things, an assignment of all rents paid under any existing or future leases and rental agreements with respect to the Northridge, Woodland
Hills and Abington Credit Facility.

AdCare has unconditionally guaranteed all amounts owing under the Northridge, Woodland Hills and Abington Credit Facility. On January 30,
2015, proceeds from the Northridge, Woodland Hills and Abington Credit Facility were used to pay off all amounts outstanding under a separate $12.0
million credit facility with KeyBank National Association ("KeyBank") under which certain subsidiaries of the Company were borrowers.

Contemporary Healthcare Senior

On August 17, 2012, in conjunction with the acquisition of Companions, a wholly owned subsidiary of the Company entered into a Loan Agreement
with Contemporary Healthcare Capital LLC ("Contemporary") and issued a promissory note in favor of Contemporary with a principal amount of $0.6
million ("Contemporary $0.6 million Loan"). The Contemporary $0.6 million Loan matures on August 20, 2015 and interest accrues on the principal balance
at an annual rate of 9.0%. Payments for the interest and a portion of the principal in excess of the borrowing base are payable monthly, commencing on
September 20, 2012.

As of December 31, 2014, $0.2 million was outstanding under the Contemporary $0.6 million Loan. At December 31, 2014, the Company was not in
compliance with covenants contained in the Contemporary $0.6 million Loan and has obtained a waiver from Contemporary (see table above).

Senior Debt—Guaranteed by HUD

Hearth and Home of Vandalia

In connection with the Company's January 2012 refinancing of the assisted living facility known as Hearth and Home of Vandalia, owned by a wholly
owned subsidiary of AdCare, the Company obtained a term loan, insured by HUD, with a financial institution for a total amount of $3.7 million that matures
in 2041. The term loan requires monthly principal and interest payments with a fixed interest rate of 3.74%. Deferred financing costs incurred on the term
loan amounted to $0.2 million and are being amortized to interest expense over the life of the loan. The term loan has a prepayment penalty of 8% starting in
2014, which declines by 1% each year through 2022. This term loan was assumed by the buyer in the closing of the sale of this facility that occurred in May
2013 pursuant to the terms of the sale agreement related to the sale of six of the Company's assisted living facilities located in Ohio (see Note 11 -
Discontinued Operations).

The Pavilion Care Center

The Company has a term loan insured by HUD that totaled approximately $1.7 million at December 31, 2013. The HUD term loan requires monthly
principal and interest payments of approximately $15,000 with a fixed interest rate of 5.95%. The term loan matures in 2027. Deferred financing costs
incurred on this loan amounted to approximately $0.2 million and are being amortized to interest expense over the life of the loan. The loan has a
prepayment penalty of 5% through 2013 declining by 1% each year through 2017. The loan has certain restrictive covenants and HUD regulatory
compliance requirements including maintenance of certain restricted escrow deposits and reserves for replacement. The Company had $0.2 million of
restricted assets related to this loan at December 31, 2013.

On October 1, 2014, a certain wholly-owned subsidiary of the Company entered into a Modification Agreement with
Red Mortgage Capital, LLC ("Red Capital") and HUD which modified the Pavilion Care Center Loan Agreement, dated November 27, 2007, that matures in
2027. The modification, among other things: (i) reduced the rate of interest therein provided from 5.95% per annum to 4.16% per annum, effective as of
November 1, 2014; (ii) revised the amount of monthly installments of interest and principal payable on and after December 1, 2014, so as to re-amortize in
full the loan over the remaining term thereof; and (iii) modified the prepayment provision of the loan.

As of December 31, 2014, the outstanding balance on the loan was $1.6 million. Additionally, the Company has $0.3 million in restricted assets
related to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Pavilion Care Center Loan Agreement.

Hearth and Care of Greenfield
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The Company has a term loan insured by HUD that totaled approximately $2.4 million at December 31, 2013. The HUD term loan requires monthly
principal and interest payments of approximately $16,000 with a fixed interest rate of 6.5%. The term loan matures in 2038. Deferred financing costs incurred
on this loan amounted to approximately $0.1 million and are being amortized to interest expense over the life of the loan. The loan has a prepayment penalty
of 5% through 2013 declining by 1% each year through 2018. The loan has certain restrictive covenants and HUD regulatory compliance requirements
including maintenance of certain restricted escrow deposits and reserves for replacement. The Company had $0.2 million of restricted assets related to this
loan at December 31, 2013.

On October 1, 2014, a certain wholly-owned subsidiary of the Company entered into a Modification Agreement with Red Capital and HUD which
modified the Hearth and Care of Greenfield Loan Agreement, dated July 29, 2008, that matures in 2038. The modification, among other things: (i) reduced
the rate of interest therein provided from 6.50% per annum to 4.20% per annum, effective as of November 1, 2014; (ii) revised the amount of monthly
installments of interest and principal payable on and after December 1, 2014, so as to re-amortize in full the loan over the remaining term thereof; and (iii)
modified the prepayment provision of the loan.

As of December 31, 2014, the outstanding balance on the loan was $2.3 million. Additionally, the Company has $0.3 million in restricted assets
related to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Hearth and Care of Greenfield Loan Agreement.

Woodland Manor

On September 24, 2014, a wholly owned subsidiary of the Company, entered into a Mortgage and Deed of Trust Agreement (the “Woodland Credit
Facility”), with Housing & Healthcare Finance, LLC (“H&H”) in connection with the refinancing of the skilled nursing facility known as Eaglewood Care
Center ("Eaglewood") located in Springfield, Ohio. The Woodland Credit Facility provides for a $5.7 million principal amount secured credit facility.

On September 24, 2014, the proceeds from the Woodland Credit Facility were used to pay off an existing credit facility with PrivateBank with
respect to Eaglewood in the amount of $4.5 million and the Company received net proceeds of $0.6 million for working capital purposes.

The Woodland Credit Facility matures on October 1, 2044. Interest on the Woodland Credit Facility accrues on the principal balance thereof at an
annual rate of 3.75%. The Woodland Credit Facility is secured by, among other things, an assignment of all rents paid under any existing or future leases and
rental agreements with respect to the Woodland Credit Facility. HUD has insured all amounts owing under the Woodland Credit Facility. The Woodland
Credit Facility contains customary events of default, including fraud or material misrepresentations or material omission, the commencement of a forfeiture
action or proceeding, failure to make required payments, failure to perform or comply with certain agreements and certain events of bankruptcy and
insolvency. Upon the occurrence of certain events of default, H&H may, after receiving the prior written approval of HUD, terminate the Woodland Credit
Facility and all amounts under the Woodland Credit Facility will become immediately due and payable.

In connection with entering into the Woodland Credit Facility, Woodland entered into a healthcare regulatory agreement and a promissory note,
each containing customary terms and conditions. As of December 31, 2014, $5.7 million was outstanding under the Woodland Credit Facility. The Company
has $0.3 million of restricted assets related to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Woodland
Credit Facility.

Glenvue

On September 24, 2014, a wholly owned subsidiary of the Company entered into a Mortgage and Deed of Trust Agreement (the “Glenvue Credit
Facility”), with H&H in connection with the refinancing of the skilled nursing facility known as Glenvue Health and Rehabilitation ("Glenvue"). The
Glenvue Credit Facility provides for an $8.8 million principal amount secured credit facility.

The proceeds from the Glenvue Credit Facility were used to pay off an existing credit facility with PrivateBank with respect to the Glenvue facility
in the amount of $6.3 million and the Company received net proceeds of $1.8 million for working capital purposes.

The Glenvue Credit Facility matures on October 1, 2044. Interest on the Glenvue Credit Facility accrues on the principal balance thereof at an
annual rate of 3.75%. The Glenvue Credit Facility is secured by, among other things, an assignment of all rents paid under any existing or future leases and
rental agreements with respect to the Glenvue Credit Facility. HUD has insured all amounts owing under the Glenvue Credit Facility.
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The Glenvue Credit Facility contains customary events of default, including fraud or material misrepresentations or material omission, the
commencement of a forfeiture action or proceeding, failure to make required payments, failure to perform or comply with certain agreements and certain
events of bankruptcy and insolvency. Upon the occurrence of certain events of default, H&H may, after receiving the prior written approval of HUD,
terminate the Glenvue Credit Facility and all amounts under the Glenvue Credit Facility will become immediately due and payable.

In connection with entering into the Glenvue Credit Facility, Glenvue entered into a healthcare regulatory agreement and a promissory note, each
containing customary terms and conditions. As of December 31, 2014, $8.8 million was outstanding under the Glenvue Credit Facility. The Company has
$0.4 million of restricted assets related to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Glenvue Credit
Facility.

Autumn Breeze

On December 17, 2014, Mt. Kenn Property Holdings, LLC (“Mt. Kenn”), a wholly owned subsidiary of the Company, entered into a Mortgage and
Deed of Trust Agreement (the “Mt. Kenn Credit Facility”), with KeyBank. The Mt. Kenn Credit Facility provides for a $7.6 million principal amount secured
credit facility.

On December 17, 2014, the proceeds from the Mt Kenn Credit Facility were used to pay off two existing credit facilities with respect to the skilled
nursing facility known as Autumn Breeze located in Marietta, Georgia, in the amount of $4.9 million and the Company received net proceeds of $0.9 million
for working capital purposes.

The Mt. Kenn Credit Facility matures on January 1, 2045. Interest on the Mt. Kenn Credit Facility accrues on the principal balance thereof at an
annual rate of 3.65%. The Mt. Kenn Credit Facility is secured by, among other things, an assignment of all rents paid under any existing or future leases and
rental agreements with respect to the Mt. Kenn Credit Facility. HUD has insured all amounts owing under the Mt. Kenn Credit Facility.

The Mt. Kenn Credit Facility contains customary events of default, including fraud or material misrepresentations or material omission, the
commencement of a forfeiture action or proceeding, failure to make required payments, and failure to perform or comply with certain agreements. Upon the
occurrence of certain events of default, KeyBank may, after receiving the prior written approval of HUD, terminate the Mt. Kenn Credit Facility and all
amounts under the Mt. Kenn Credit Facility will become immediately due and payable.

In connection with entering into the Mt. Kenn Credit Facility, Mt. Kenn entered into a healthcare regulatory agreement and a promissory note, each
containing customary terms and conditions. The term loan 75% insured by the Small Business Association("SBA"), an agency of the United States of
America, was repaid in conjunction with this financing.

As of December 31, 2014, $7.6 million was outstanding under the Mt. Kenn Credit Facility. The Company has $0.8 million of restricted assets related
to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the Mt. Kenn Credit Facility.

Sale of Ohio ALFs

On December 28, 2012, the Company sold four of its assisted living facilities located in Ohio and used a portion of the proceeds to pay off the principal
balance of their HUD loans in the amount of $6.4 million. On February 28, 2013, AdCare completed the sale of one additional assisted living facility and
used the proceeds to repay the principal balance of the HUD loan with respect to the facility in the amount of $1.9 million (see Note 11 - Discontinued
Operations).

Senior Debt—Guaranteed by USDA

For five skilled nursing facilities, the Company has term loans insured 70% to 80% by the United States Department of Agriculture ("USDA") with
financial institutions that totaled approximately $27.1 million at December 31, 2014. The Company has $1.8 million of restricted assets related to these
loans. The combined USDA loans require monthly principal and interest payments of approximately $0.2 million adjusted quarterly with a variable interest
rate of prime plus 1% to 1.75% with floors of 5.50% to 6.00%. The loans mature at various dates starting in 2035 through 2036. Deferred financing costs
incurred on these loans amounted to approximately $0.8 million and are being amortized to interest expense over the life of the loans. In addition, the loans
have an annual renewal fee for the USDA guarantee of 0.25% of the guaranteed portion. The loans have prepayment penalties of 6% to 8% through 2014,
which decline by 1% each year capped at 1% for the remainder of the term.

At December 31, 2014, the Company was not in compliance with covenants contained in two of the five USDA loans and has obtained waivers with the
USDA (see table above).
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Senior Debt—Guaranteed by SBA

Stone County

In June 2012, Mt. V Property Holdings, LLC ("Stone County"), a wholly owned subsidiary of AdCare, entered into a loan agreement with the Economic
Development Corporation of Fulton County (the "CDC"), an economic development corporation working with the SBA, in the amount of $1.3 million. The
funding from the CDC loan of $1.3 million was used to satisfy a $1.3 million loan from Metro City Bank that was used to acquire the assets of a skilled
nursing facility located in Arkansas known as the Stone County Nursing and Rehabilitation facility.

The CDC loan matures in July 2032 and accrues interest at a rate of 2.42% per annum. The CDC loan is payable in equal monthly installments of
principal and interest based on a twenty (20) year amortization schedule. The CDC loan may be prepaid, subject to prepayment premiums, during the first
ten years. There are also annual fees associated with the CDC loan, including an SBA guarantee fee. The CDC loan is secured by a second in priority security
deed on the Stone County Nursing and Rehabilitation facility and guarantees from AdCare, the SBA and a wholly owned subsidiary of AdCare.

As of December 31, 2014, $1.2 million was outstanding under the CDC loan. At December 31, 2014, the Company was in compliance with covenants
contained in the Stone County loan agreement.

Other Senior Debt—Guaranteed by SBA

For two facilities, the Company has term loans insured 75% by the SBA with a financial institution that totaled approximately $2.5 million at
December 31, 2014. The combined SBA mortgage notes require monthly principal and interest payments of approximately $16,000 with an interest rate of
2.81% to 5.5%. The notes mature at various dates starting in 2031 through 2036. Deferred financing costs incurred on these loans amounted to approximately
$0.2 million and are being amortized to interest expense over the life of the note. One of the loans has a prepayment penalty of 2.2% declining each year
until year ten.

For one facility, a term loan in an amount of $2.0 million insured 75% by the SBA with a financial institution was paid off in 2014 in connection with a
refinancing by HUD.

At December 31, 2014, the Company was in compliance with covenants contained in the SBA term loans.

Senior Debt—Bonds, net of Discount

Eaglewood Village Bonds

In April 2012, a wholly-owned subsidiary of the Company entered into a loan agreement with the City of Springfield in the State of Ohio pursuant to
which City of Springfield lent to such subsidiary the proceeds from the sale of City of Springfield's Series 2012 Bonds. The Series 2012 Bonds consist of $6.6
million in Series 2012A First Mortgage Revenue Bonds and $0.6 million in Taxable Series 2012B First Mortgage Revenue Bonds. The Series 2012 Bonds
were issued pursuant to an April 2012 Indenture of Trust between the City of Springfield and the Bank of Oklahoma. The Series 2012A Bonds mature in May
2042 and accrue interest at a fixed rate of 7.65% per annum. The Series 2012B Bonds mature in May 2021 and accrue interest at a fixed rate of 8.5% per
annum. Deferred financing costs incurred on the loan amounted to $0.6 million and are being amortized to interest expense over the life of the loan. The
bonds are secured by the Company's assisted living facility located in Springfield, Ohio known as Eaglewood Village and guaranteed by AdCare. There is an
original issue discount of $0.3 million and restricted assets of $0.3 million related to this loan.

As of December 31, 2014, $6.6 million was outstanding under the Series 2012A First Mortgage Revenue Bonds and $0.6 million was outstanding
under the Taxable Series 2012B First Mortgage Revenue Bonds. The unamortized discount on the bonds was $0.2 million at December 31, 2014. At
December 31, 2014, the Company was not in compliance with covenants contained in the Series 2012 Bonds and has obtained a waiver from the City of
Springfield (see table above).

Quail Creek

In July 2012, a wholly owned subsidiary of the Company financed the purchase of a skilled nursing facility located in Oklahoma City, Oklahoma
known as Quail Creek Nursing & Rehabilitation Center ("Quail Creek") by the assumption of existing indebtedness under that certain Loan Agreement and
Indenture of First Mortgage with The Bank of New York Mellon Global Corporate Trust, as assignee of The Liberty National Bank and Trust of that certain
Bond Indenture, dated September 1, 1986, as amended as of September 1, 2001. The indebtedness under the Loan Agreement and Indenture consisted of a
principal amount of $2.8 million. In July of 2012, the purchase price allocation of fair value totaling $3.2 million was assigned to this indebtedness resulting
in a $0.4 million premium that was being amortized to maturity. The loan was originally scheduled to
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mature in August 2016 and accrued interest at a fixed rate of 10.25% per annum. The loan was secured by the Quail Creek facility.

On September 27, 2013, the outstanding principal and accrued interest to the prepayment date in the amount of $3.1 million was deposited into a
restricted defeased bonds escrow account. Pursuant to the Loan Agreement and Indenture, the outstanding loan was prepaid on March 3, 2014, at par plus
accrued interest in the amount of $3.1 million from the funds that were previously deposited into a restricted defeased bonds escrow account.

Riverchase

The Company's consolidated variable interest entity, Riverchase Village ADK, LLC ("Riverchase"), has revenue bonds, in two series, issued by the
Medical Clinical Board of the City of Hoover in the state of Alabama, which AdCare has guaranteed the obligation under the bonds.

The Series 2010A portion of $5.8 million matures on June 1, 2039. The Series 2010B portion of $0.5 million matures serially beginning on June 1,
2012 through June 1, 2017, with annual redemption amounts ranging from $75,000 to $100,000. The Series 2010A and 2010B bonds may be redeemed early
beginning on June 1, 2012 through May 31, 2015 at a redemption price ranging from 101% to 103% of the principal amount plus accrued interest. Any early
redemption after May 31, 2015 is at a redemption price of 100% of the principal amount plus accrued interest. The bonds require monthly payments of fixed
interest of $41,000 at a weighted average effective interest rate of 7.9%.

As of December 31, 2013, the liabilities of Riverchase were classified as Liabilities of Variable Interest Entity Held for Sale.

As of December 31, 2014, $5.8 million was outstanding under the Series 2010A portion and $0.3 million was outstanding under the Series 2010 B
portion of the bonds. The bonds contain an original issue discount that is being amortized over the term of the notes. The unamortized discount on the bonds
was $0.2 million at December 31, 2014. At December 31, 2014, the Company was not in compliance with covenants contained in the Series 2010A and
2010B bonds and has obtained a waiver from the Medical Clinical Board of the City of Hoover (see table above).

Senior Debt—Other Mortgage Indebtedness

Quail Creek Credit Facility

In September 2013, QC Property Holdings, LLC ("QC"), a wholly owned subsidiary of the Company, entered into a loan agreement with Housing &
Healthcare Funding, LLC in the amount of $5.0 million. The proceeds of this agreement were used to repay certain outstanding bonds that were assumed by
QC upon its acquisition of the skilled nursing facility located in Oklahoma. Pursuant to the loan agreement, the bonds' outstanding principal and accrued
interest to the prepayment date in the amount of $3.1 million was deposited into a restricted defeased bonds escrow account (see Senior Debt—Bonds, net of
Discount, Quail Creek in this Note 9). The bonds were paid in full in March 2014.

The loan agreement matures on September 27, 2016 and accrues interest at the one-month LIBOR rate plus 4.75%. The loan is secured by: (i) a first
mortgage on the real property and improvements constituting the Quail Creek facility; (ii) a first priority interest on all furnishing, fixtures and equipment
associated with the Quail Creek facility; and (iii) an assignment of all rents paid under any existing or future leases and rental agreements with respect to the
Quail Creek facility. AdCare has unconditionally guaranteed all amounts owning under the loan.

As of December 31, 2014, $5.0 million was outstanding under the loan agreement. The Company has $0.1 million of restricted assets related to this
loan. At December 31, 2014, the Company was in compliance with covenants contained in the Quail Creek Credit Facility.

Woodland Manor

In connection with the Company's January 2012 acquisition of the skilled nursing facility known as Woodland Manor, the Company entered into a
loan agreement for $4.8 million (the "Woodland Crefit Facility") with PrivateBank. The loan matured in December 2016 with a required final payment of
$4.3 million and accrued interest at the LIBOR rate plus 4% with a minimum rate of 6% per annum. The loan required monthly payments of principal and
interest. Deferred financing costs incurred on the loan amounted to $0.1 million and were being amortized to interest expense over the life of the loan. The
loan had a prepayment penalty of 5% through 2012, which declined by 1% each year through 2015. The loan was secured by Woodland Manor and
guaranteed by AdCare.
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On September 24, 2014, that certain Loan Agreement, dated December 30, 2011, with PrivateBank in the outstanding principal amount of $4.5
million was repaid by the proceeds from the Woodland Credit Facility, noted above, and the Company received net proceeds of $0.5 million for working
capital purposes.

Little Rock, Northridge and Woodland Hills

On March 30, 2012, Little Rock HC&R Property Holdings, LLC ("Little Rock"), Northridge HC&R Property Holdings, LLC ("Northridge") and
Woodland Hills HC Property Holdings, LLC ("Woodland Hills"), in connection with the Company's April 2012 acquisition of three skilled nursing facilities
located in Arkansas known as Little Rock, Northridge and Woodland Hills, entered into a loan agreement for $21.8 million with PrivateBank. The loan
originally matured in March 2017 with a required final payment of $19.7 million and has since been amended. The loan accrues interest at the LIBOR rate
plus 4% with a minimum rate of 6% per annum and requires monthly principal payments plus interest for total current monthly payments of $0.2 million.
Deferred financing costs incurred on the loan amounted to $0.4 million and are being amortized to interest expense over the life of the loan. The loan has a
prepayment penalty of 5% through 2012 declining by 1% each year through 2015. The loan is secured by the three facilities and guaranteed by Little Rock
HC&R Nursing, LLC and AdCare.

On June 15, 2012, the Company entered into a modification agreement with PrivateBank to modify the terms of the loan agreement. The loan
modification agreement, among other things, amended the loan agreement to reflect a maturity date of March 30, 2013.

A portion of the loan with respect to the Northridge facility and Woodland Hills facility was paid off and refinanced with a portion of the proceeds from
a new credit facility with KeyBank on December 28, 2012, as discussed below. On December 28, 2012, certain subsidiaries of the Company entered into a
Second Modification Agreement with PrivateBank which modified the loan agreement. The modification, among other things, extended the term of the
PrivateBank loan from March 30, 2013 to December 31, 2016, released certain subsidiaries of the Company related to the Northridge facility and Woodland
Hills facility from liability under two of the promissory notes and other related documents under the credit facility, and reduced the total outstanding amount
owed under the credit facility from $21.8 million to $13.7 million.

On June 27, 2013, certain subsidiaries of the Company entered into a Third Modification Agreement with PrivateBank, dated as of June 26, 2013,
which modified the loan agreement. Pursuant to the modification, PrivateBank waived certain financial covenants under the credit facility regarding the
minimum fixed charge coverage ratio and minimum EBITDAR of one of the subsidiaries that is the operator of the Company's Little Rock facility.

On November 8, 2013, certain wholly-owned subsidiaries of the Company entered into a Fourth Modification Agreement with PrivateBank which
modified the loan agreement. Pursuant to the modification, among other things: (i) Little Rock paid down $1.8 million of loan principal from the release of
$1.4 million from a certain collateral account and from the release of $0.4 million from a certain sinking fund account; (ii) Little Rock deposited $0.9 million
into certain debt service reserve account, and (iii) PrivateBank modified certain financial covenants under the credit facility regarding the minimum fixed
charge coverage ratio and minimum EBITDAR, of one of the subsidiaries that is the operator of the Company's Little Rock facility.

The Company has $0.9 million of restricted assets related to this loan. As of December 31, 2014, $11.6 million was outstanding under loan agreement.
At December 31, 2014, the Company was not in compliance with covenants contained in the loan agreement and has obtained a waiver from PrivateBank
(see table above).

Stone County

In June 2012, Stone County entered into two loan agreements with Metro City Bank in the amounts of $1.3 million and $1.8 million. The proceeds of
these agreements were used to refinance existing debt in the original principal amount of $3.1 million and to acquire the assets of a skilled nursing facility
located in Arkansas known as the Stone County Nursing and Rehabilitation facility.

The $1.3 million loan from Metro City Bank was repaid with the funding from the CDC loan of $1.3 million. The $1.8 million Metro City Bank loan
matures in June 2022 and accrues interest at the prime rate plus 2.25% with a minimum rate of 6.25% per annum. Deferred financing costs incurred on this
loan amounted to $0.1 million and are being amortized to interest expense over the life of the loan. The loan has a prepayment penalty of 10% for any
prepayment through June 2013. The penalty is reduced by 1% each year until the loan maturity date. The Metro City Bank loan is secured by the Stone
County Nursing and Rehabilitation facility and is guaranteed by AdCare. The Company has $0.1 million of restricted assets related to this loan.

As of December 31, 2014, $1.7 million was outstanding under the Metro City Bank loan. At December 31, 2014, the Company was in compliance with
covenants contained in the Metro City Bank loan.
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Glenvue

In July 2012, Glenvue H&R Property Holdings LLC, a wholly-owned subsidiary of the Company, financed the acquisition of the Glenvue facility, by
entering into a loan agreement for $6.6 million with PrivateBank. The loan matured in July 2014 with a required final payment of $6.4 million and accrued
interest at an annual rate of the greater of (i) 6.0% per annum; or (ii) the LIBOR rate plus 4.0% per annum. The loan required monthly payments of principal
and interest. Deferred financing costs incurred on the loan amounted to $0.1 million and were amortized to interest expense over the life of the loan. The loan
was secured by the Glenvue facility and guaranteed by AdCare. ,

On July 17, 2014, this wholly-owned subsidiary of the Company entered into a Modification Agreement with PrivateBank, effective July 2, 2014,
which modified the loan agreement. The modification, among other things: (i) extended the maturity date of the loan agreement from July 2, 2014 to
January 2, 2015; and (ii) amended certain financial terms under the loan agreement regarding debt service and interest charges.

On September 24, 2014, the loan agreement in the outstanding principal amount of $6.4 million was repaid by the proceeds from the Glenvue Credit
Facility, noted above, and the Company received net proceeds of $1.8 million for working capital purposes.

Companions Specialized Care

In August 2012, a wholly owned subsidiary of the Company financed the acquisition of Companions by entering into a loan agreement for $5.0 million
with Contemporary Healthcare Capital ("Contemporary"). The loan matures in August 2015 with a required final payment of $5.0 million and accrues interest
at a fixed rate of 8.5% per annum. Deferred financing costs incurred on the loan amounted to $0.2 million and are being amortized to interest expense over
the life of the loan. The loan has a prepayment penalty of 5% during the first year of the term and 1% during the second year of the term. The loan is secured
by the Companions facility and guaranteed by AdCare.

As of December 31, 2014, $5.0 million was outstanding under the loan, and the Company has $2.0 million of restricted assets related to this loan. At
December 31, 2014, the Company was not in compliance with covenants contained in the Contemporary loan and has obtained a waiver from Contemporary
(see table above).

Northridge, Woodland Hills and Abington

On December 28, 2012, the Company's wholly owned subsidiaries which own the Northridge, Woodland Hills and Abington facilities (the "KeyBank
Borrowers") entered into a Secured Loan Agreement with KeyBank (the "KeyBank Credit Facility"). The KeyBank Credit Facility provides for a $16.5
million principal amount senior secured credit facility and matures on February 27, 2015; provided, however, that the KeyBank Borrowers may extend the
maturity date by an additional six months if certain conditions are met. Interest on the KeyBank Credit Facility accrues on the principal balance thereof at an
annual rate of 4.25% plus the current LIBOR rate. The KeyBank Credit Facility may be prepaid at any time without premium or penalty, provided that the
KeyBank Borrowers pay any costs of KeyBank in re-employing such prepaid funds. AdCare and two of its subsidiaries have unconditionally guaranteed all
amounts owing under the KeyBank Credit Facility.

Proceeds from the KeyBank Credit Facility were used to repay: (i) all amounts outstanding under an unsecured promissory note, dated April 1, 2012,
issued by the Company in favor of Strome Alpha Offshore Ltd. in the amount of $5.0 million; (ii) an existing credit facility with Metro City Bank with
respect to the Abington facility in the amount of $3.4 million; and (iii) the portion of the PrivateBank Credit Facility which relates to the Northridge and
Woodland Hills facilities in the amount of $8.1 million.

On March 28, 2014, the Company entered into a Fourth Amendment to the Secured Loan Agreement and Payment Guaranty with KeyBank, which
amended the KeyBank Credit Facility. Pursuant to the amendment, among other things: (i) KeyBank waived the failure of certain financial covenants of such
subsidiaries regarding fixed charge coverage ratio, implied debt service coverage, and compliance of making a certain sinking fund payment due on March 1,
2014, such that no default or events of default under the KeyBank Credit Facility occurred due to such failure; (ii) modified and amended certain financial
covenants regarding the Company’s fixed charge ratio and implied debt service coverage; and (iii) paid down $3.4 million of loan principal from the release
of $3.4 million from a certain collateral account.

As of December 31, 2014, $12.0 million was outstanding under the KeyBank Credit Facility. The Company has $2.3 million of restricted assets related
to this loan. At December 31, 2014, the Company was in compliance with covenants contained in the KeyBank Credit Facility.

Sumter Valley and Georgetown
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In connection with the closing of the acquisition of the Sumter and Georgetown facilities located in South Carolina, two wholly owned subsidiaries of
AdCare Sumter Valley Property Holdings, LLC and Georgetown HC&R Property Holdings, LLC entered into a Loan Agreement with Metro City Bank, dated
December 31, 2012 in which Metro City Bank issued a promissory note for an aggregate principal amount of $7.0 million. Interest on the loan accrues on the
principal balance thereof at an annual rate of 1.5% per annum plus the prime interest rate, to be adjusted quarterly (but in no event shall the total interest be
less than 5.50% per annum), and payments for the interest are payable monthly, commencing on February 1, 2013. The entire outstanding principal balance
of the loan, together with all accrued but unpaid interest thereon, was payable on February 1, 2014. AdCare and certain of its subsidiaries have
unconditionally guaranteed all amounts owing under the loan.

In December 2013, the Company entered into a Note, Mortgage and Loan Agreement Modification Agreement with Metro City Bank which modified
the loan agreement, which: (i) extended the maturity date from February 1, 2014 to February 1, 2015; (ii) increased the total amount available from $6.9
million to $9.0 million; (iii) established monthly deposits of $14,000 as cash collateral which the Company will make through the maturity date; (iv)
required the Company to pay deferred financing fees of $0.2 million.

As of December 31, 2014, $9.0 million was outstanding under the loan, and the total restricted assets related to this loan are $0.8 million. At
December 31, 2014, the Company was in compliance with covenants contained in the loan agreement.

Northwest

In connection with the acquisition of the Northwest Nursing Center facility, a wholly owned subsidiary of AdCare issued a note pursuant to a Loan
Agreement with First Commercial Bank, dated December 31, 2012, for a principal amount of $1.5 million. The note matures on December 31, 2017. Interest
on the note accrues on the principal balance thereof at an annual rate equal to the prime interest rate (but in no event shall the interest rate be less than 5.00%
per annum), and payments for the interest are payable monthly, commencing on January 31, 2013. The entire outstanding principal balance of the note,
together with all accrued but unpaid interest thereon, is payable on December 31, 2017. AdCare and certain subsidiaries of the Company have
unconditionally guaranteed all amounts owing under the note.

As of December 31, 2014, $1.4 million was outstanding under the loan. At December 31, 2014, the Company was in compliance with covenants
contained in the Loan Agreement with First Commercial Bank.

Hembree Road Building

In November 2012, in connection with the acquisition of AdCare's corporate offices at Hembree Road, Roswell, Georgia, a wholly owned subsidiary of
AdCare issued a promissory note in favor of Fidelity Bank for a principal amount of $1.1 million. The note matures in December 2017. Interest on the note
accrues on the principal balance thereof at a fixed rate of 5.5% per annum and payments for the interest and principal are due monthly, commencing in
December 2012. The entire outstanding principal balance of the note, together with all accrued but unpaid interest thereon, is payable on December 31, 2017.

As of December 31, 2014, $1.0 million was outstanding under the loan. At December 31, 2014, the Company was in compliance with covenants
contained in the Fidelity Bank Promissory Note.

Other Mortgage Indebtedness

The Company has various term loans with respect to four skilled nursing facilities that totaled approximately $13.6 million at December 31, 2014. The
combined mortgage notes require monthly principal and interest payments of approximately $0.1 million with interest rates of 6.00% to 6.25%. The notes
mature at various dates starting in 2016 through 2031. Deferred financing costs incurred on these loans amounted to approximately $0.5 million and are
being amortized to interest expense over the life of the notes. At December 31, 2014, the Company was not in compliance with covenants contained in three
of the four loans and has obtained waivers from PrivateBank (see table above).

Other Debt

Eaglewood Village Promissory Note

In January 2012, two wholly owned subsidiaries of AdCare issued a promissory note to the seller of the facility in the amount of $0.5 million in
connection with the January 2012 acquisition of the assisted living facility known as Eaglewood Village located in Springfield, Ohio. The note matured in
January 2014 and required a final payment of $0.5 million. The note bore interest at 6.5% per annum payable monthly beginning in February 2012. The note
required monthly principal and interest payment. The note could be prepaid without penalty at any time. This note was paid in full by the Company in
January 2014.

Sumter Valley Promissory Note
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In connection with the acquisition of the facility known as Sumter Valley Nursing and Rehab in December 2012, a subsidiary of AdCare issued a
promissory note to the seller of the facility in the amount of $0.3 million. Interest on the note accrues at a rate of 6% per annum. Principal and interest
payments on the note shall be due and payable monthly, beginning on February 1, 2013, with a final payment due on the earlier of December 31, 2014, or the
date upon which the Company refinances its loan relating to the Sumter facility. AdCare has unconditionally guaranteed all amounts owed under the note.
The note was paid in full by the Company in December 2013 with funds received from the refinance with Metro City discussed under the heading Senior
Debt—Other Mortgage Indebtedness - Sumter Valley and Georgetown in this Note 9.

Georgetown Promissory Note

In connection with the acquisition of the facility known as Georgetown Healthcare and Rehab in December 2012, a subsidiary of AdCare issued a
secured subordinated promissory note to the seller of the Georgetown facility in the amount of $1.9 million. Interest on the note accrued at a rate of 7% per
annum. Interest payments on the note were due and payable monthly, beginning on February 1, 2013, with a final payment due on the earlier of December 31,
2013; or the date upon which the Company refinanced its loan with Metro City Bank relating to the Georgetown Healthcare and Rehab Facility. AdCare
unconditionally guaranteed all amounts owing under the note. The note was paid in full by the Company in December 2013 with funds received from the
Metro City refinance discussed under the heading Senior Debt—Other Mortgage Indebtedness - Sumter Valley and Georgetown in this Note 9.

Pinnacle Healthcare Promissory Notes

The Company previously issued promissory notes in the aggregate principal amount of $2.4 million. The notes matured March 1, 2014, and bore
interest at 7% payable quarterly in arrears the first day of each December, March, June and September beginning December 1, 2011. This note was paid in full
by the Company in March 2014.

Mountain Trace Promissory Notes

Mountain Trace ADK, LLC, a wholly owned subsidiary of AdCare, previously issued promissory notes in the aggregate principal amount of $1.0
million. The notes matured April 1, 2013, and bore interest at 11% payable quarterly in arrears the first day of each January, April, July and October
beginning July 1, 2011. These notes were paid in full by the Company on April 1, 2013.

First Insurance Funding

In March 2014, the Company obtained financing from First Insurance Funding and entered into Commercial Premium Finance Agreements for several
insurance programs, including general and professional liability, property, casualty, crime, and employment practices liability effective January 1, 2014 and
maturing on December 31, 2014. The total amount financed was approximately $3.3 million requiring monthly payments of $0.3 million with an interest rate
of 2.5%. At December 31, 2014, the outstanding amount was approximately $0.3 million.

Convertible Debt

Subordinated Convertible Notes Issued in 2010 (the "2010 Notes")

On October 26, 2010, the Company entered into a Securities Purchase Agreement with certain accredited investors pursuant to which the Company sold
to them an aggregate of $11.1 million in principal amount of the 2010 Notes, bearing 10% interest per annum payable quarterly in cash in arrears beginning
December 31, 2010.

On October 29, 2010, the Company entered into an amendment and joinder agreement to effectuate the sale of an additional $0.8 million in principal
amount of 2010 Notes. The initial sale of $11.1 million in principal amount of the 2010 Notes occurred on October 26, 2010, and the subsequent sale of $0.8
million in principal amount of the 2010 Notes occurred on October 29, 2010. The 2010 Notes had an original maturity date of October 26, 2013.

The 2010 Notes were convertible at the option of the holder into shares of common stock of the Company at a current conversion price of $3.73
(adjusted for a 5% stock dividends paid on October 14, 2011 and October 22, 2012, and subject to adjustment for stock dividends, stock splits, combination
of shares, recapitalization and other similar events) that were subject to future reductions if the Company issued equity instruments at a lower price. Since
there was no minimum conversion price resulting in an indeterminate number of shares to be issued in the future, the Company determined an embedded
derivative existed that was required to be bifurcated from the 2010 Notes and accounted for separately as a derivative liability recorded at fair value. At the
time of initial measurement, the derivative had an estimated fair value of $2.6 million resulting in a discount on the 2010 Notes. The discount was amortized
over the term of the 2010 Notes.
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Effective October 26, 2013, the Company entered into a Waiver, Amendment and Forbearance with holders of the 2010 convertible notes, pursuant to
which the Company and the holders amended: (i) the requirement to adjust the conversion price of the 2010 Notes for dilutive equity issuances (i.e., the "full
ratchet and anti-dilution" provision); (ii) extended the maturity date to August 29, 2014; and (iii) adjusted the interest rate to 12.0% per annum. Accordingly,
a minimum conversion price of $3.73 was set and a determinate number of shares was established, the result of which was that the embedded derivative
ceased to exist. The Company adjusted the carrying value of the derivative to zero as of October 26, 2013.

During the twelve months ended December 31, 2014, holders of the 2010 notes converted approximately $6.9 million of principal and accrued and
unpaid interest outstanding under such notes into shares of common stock at a price of $3.73 per share. The Company recognized a $1.8 million loss on
extinguishment of debt during the twelve months ended December 31, 2014 related to the difference between the conversion price and the market price on
the date the 2010 Notes were converted into shares of common stock.

The schedule below summarizes the note conversions and number of shares of common stock issued for each conversion since inception:

Date of conversion  Conversion Price  
Shares of Common

Stock Issued  
Debt and Interest

Converted

2011:       
July 2011  $ 4.13  18,160  $ 75,000
November 2011  $ 3.92  19,132  $ 75,000

Subtotal    37,292  $ 150,000
2013:       
February 2013  $ 3.73  6,635  $ 24,749
March 2013  $ 3.73  6,635  $ 24,749
April 2013  $ 3.73  67,024  $ 250,000
August 2013  $ 3.73  284,878  $ 1,062,595
September 2013  $ 3.73  246,264  $ 918,553
October 2013  $ 3.73  448,215  $ 1,671,840
November 2013  $ 3.73  136,402  $ 508,778
December 2013  $ 3.73  82,326  $ 307,067

Subtotal    1,278,379  $ 4,768,331
2014:       
January 2014  $ 3.73  788,828  $ 2,942,328
July 2014  $ 3.73  26,810  $ 100,000
August 2014  $ 3.73  1,045,575  $ 3,900,000

Subtotal    1,861,213  $ 6,942,328
   Total    3,176,884  $ 11,860,659

As of December 31, 2014, there was no outstanding balance under the 2010 Notes.

Subordinated Convertible Notes Issued in 2011 (the "2011 Notes")

On March 31, 2011, the Company entered into a Securities Purchase Agreement with certain accredited investors pursuant to which the Company sold
to them an aggregate of $2.1 million in principal amount of the 2011 Notes. On April 29, 2011, the Company issued an additional $1.8 million in principal
amount of the 2011 Notes. On May 6, 2011, the Company issued an additional $0.6 in principal amount of the 2011 Notes. Approximately $1.4 million of
the proceeds obtained were used to repay the short-term promissory note that was issued March 31, 2011 and related accrued interest.

The 2011 Notes bore interest at 10% per annum and were payable quarterly in cash in arrears beginning June 30, 2011. The 2011 Notes matured on
March 31, 2014. Debt issuance costs of $0.6 million were being amortized over the life of the 2011 Notes.

The 2011 Notes were convertible at the option of the holder into shares of common stock of the Company at a conversion price of $4.80 per share
(adjusted for a 5% stock dividends paid on October 14, 2011 and October 22, 2012, and subject to adjustment for stock dividends, stock splits, combination
of shares, recapitalization and other similar events). The 2011 Notes were unsecured and subordinated in right of payment to existing and future senior
indebtedness.

On March 28, 2014, certain holders of the 2011 Notes with an aggregate principal amount of $0.4 million surrendered and cancelled such 2011
Notes in payment for 2014 Notes (as discussed and defined below) with an equal principal amount. On March 31, 2014, the Company repaid the remaining
outstanding principal amount of $4.0 million for the 2011 Notes plus all interest accrued and unpaid under the 2011 Notes (including those 2011 Notes
surrendered and cancelled in payment for 2014 Notes).

Subordinated Convertible Notes Issued in 2012 (the "2012 Notes")

On June 28, 2012, the Company entered into a Securities Purchase Agreement, dated as of June 28, 2012, with certain accredited investors pursuant to
which the Company sold to them on July 2, 2012 an aggregate of $7.5 million in principal amount of the 2012 Notes. The 2012 Notes bear interest at 8% per
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annum and such interest is payable quarterly in cash in arrears beginning on September 30, 2012. The 2012 Notes mature on July 31, 2015. The 2012 Notes
are unsecured and subordinated in right of payment to existing and future senior indebtedness of the Company. The $7.5 million principal amount of the
2012 Notes includes a refinancing of existing indebtedness of $5.0 million of promissory notes issued to Cantone Asset Management LLC.

At any time on or after the six-month anniversary of the date of issuance of the notes, the notes are convertible at the option of the holder into shares of
common stock at a conversion price equal to $3.97 per share (adjusted for a 5% stock dividend paid on October 22, 2012, and subject to adjustment for stock
dividends, stock splits, combination of shares, recapitalization and other similar events).

If at any time on or after the six-month anniversary date, the weighted average price of the common stock for any 20 trading days within a period of 30
days consecutive trading days equals or exceeds 200% of the conversion price and the average daily trading volume of the common stock during such
20 days exceeds 50,000 shares, then the Company may, subject to the satisfaction of certain other conditions, redeem the notes in cash at a redemption price
equal to the sum of 100% of the principal amount being redeemed plus any accrued and unpaid interest on such principal.

In addition, the holders of a majority of the aggregate principal amount of notes then outstanding may require the Company to redeem all or any
portion of the notes upon a change of control transaction, at a redemption price in cash equal to 110% of the redemption amount. As of December 31, 2014,
the outstanding principal amount of the 2012 Notes is $7.5 million.

Subordinated Convertible Promissory Notes Issued in 2014 (the "2014 Notes")

The Company entered into Subscription Agreements with certain accredited investors pursuant to which the Company sold, on March 28, 2014, an
aggregate of $6.5 million in principal amount of the 2014 Notes. The 2014 Notes bear interest at 10.0% per annum and such interest is payable quarterly in
cash in arrears beginning on June 30, 2014. The 2014 Notes mature on April 30, 2015. The 2014 Notes are unsecured and subordinated in right of payment to
existing and future senior indebtedness of the Company.

At any time on or after the date of issuance of the 2014 Notes, the 2014 Notes are convertible at the option of the holder into shares of the common
stock at an initial conversion price equal to $4.50 per share, subject to adjustment for stock dividends, stock splits, combination of shares, recapitalization
and other similar events.

The Company may prepay at any time, without penalty, upon 60 days prior notice, any portion of the outstanding principal amount and accrued and
unpaid interest thereon with respect to any 2014 Note; provided, however, that: (i) the shares of common stock issuable upon conversion of any 2014 Note
which is to be so prepaid must be: (a) registered for resale under the Securities Act; or (b) otherwise sellable under Rule 144 of the Securities Act without
volume limitations thereunder; and (ii) at any time after the issue date of the 2014 Notes, the volume-weighted average price of the common stock for ten
consecutive trading days has equaled or exceeded 105% of the then-current conversion price.

In addition, the holders holding a majority of the outstanding principal amount with respect to all the 2014 Notes may require the Company to
redeem all or any portion of the 2014 Notes upon a change of control at a redemption price equal to the outstanding principal amount to be redeemed plus all
accrued and unpaid interest thereon. Furthermore, upon a change of control, the Company may redeem all or any portion of the 2014 Notes for a redemption
price equal to the outstanding principal amount to be redeemed plus all accrued and unpaid interest thereon.

Park City Capital Offshore Master, Ltd. (“Park City Offshore”), an affiliate of Michael J. Fox, entered into a Subscription Agreement with the
Company pursuant to which the Company issued $1.0 million in principal amount of the 2014 Notes. Mr. Fox is a director of Park City Offshore and a
director of the Company and beneficial owner of greater than 5% of the outstanding common stock. The 2014 Note was offered to and sold to Park City
Offshore on the same terms and conditions as all other buyers in the offering.

Approximately $14.0 million of the scheduled maturities in 2015 relate to the 2012 Notes and the 2014 Notes. While management cannot predict with
certainty, we anticipate that some holders of the subordinated convertible notes will elect to convert their subordinated convertible notes into shares of
common stock provided the common stock continues to trade above the applicable conversion price for such notes. The conversion prices are $3.97 and
$4.50 for the 2012 and 2014 Notes, respectively. If all of the subordinated convertible notes had been converted to common stock at December 31, 2014,
then the Company would have been required to issue approximately 4.0 million shares of common stock.
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NOTE 10. ACQUISITIONS

On February 15, 2013, the Company entered into a Purchase and Sale Agreement with Avalon Health Care, LLC (“Avalon”) to acquire certain land,
buildings, improvements, furniture, vehicles, contracts, fixtures and equipment comprising: (i) a 180-bed skilled nursing facility known as Bethany Health
and Rehab; and (ii) a 240-bed skilled nursing facility known as Trevecca Health and Rehab, both located in Nashville, Tennessee.  The Company deposited
$0.4 million of earnest money escrow deposits in February 2013.  On June 1, 2013, the Purchase and Sale Agreement was terminated due to the failure of the
transaction to close by May 31, 2013. In connection with the termination of the Purchase and Sale Agreement, the Company was seeking the return of $0.4
million previously deposited earnest money escrow deposits.  On August 1, 2013, the Company entered into a settlement agreement regarding the return of
the $0.4 million previously deposited earnest money escrow deposits. Pursuant to the agreement, the previously deposited earnest money escrow deposits
were released and distributed, $0.3 million to the Company and $0.1 million to Avalon, respectively.

 The Company incurred de minimis acquisition costs during the year ended December 31, 2014 and approximately $0.6 million during the year ended
December 31, 2013. Acquisition costs are recorded  in “Other Income (Expense)” section of the Consolidated Statements of  Operations.

The Company had no acquisitions during the years ended December 31, 2014 or 2013.

NOTE 11. DISCONTINUED OPERATIONS

On December 1, 2012, the Company entered into a sublease arrangement to exit the operations of a skilled nursing facility located in Jeffersonville,
Georgia.

On February 28, 2013, the Company completed the sale of the facility known as Lincoln Lodge Retirement Residence and used the proceeds to pay
the principal balance of the HUD mortgage note with respect to the facility of $1.9 million. The Company recognized a gain on the sale of approximately
$0.1 million and cash proceeds, net of costs and debt payoff, of $0.6 million.

On May 6, 2013, Hearth & Home of Vandalia, Inc. (the “Vandalia Seller”), a wholly owned subsidiary of the Company, sold to H & H of Vandalia
LLC (the “Vandalia Purchaser”), pursuant to that certain Agreement of Sale, dated October 11, 2012 and amended December 28, 2012 (as amended, the “Ohio
Sale Agreement”), between the Company and certain of its subsidiaries, including the Vandalia Seller (together, the “Ohio ALF Sellers”), on the one hand,
and CHP Acquisition Company, LLC (“CHP”) on the other hand, certain land, buildings, improvements, furniture, fixtures and equipment comprising the
Vandalia facility located in Vandalia, Ohio. CHP had previously assigned its rights in the Ohio Sale Agreement with respect to the Vandalia facility to the
Vandalia Purchaser.

The sale price for the Vandalia facility consisted of, among other items: (i) an assumption, by the Vandalia Purchaser, of a mortgage in an aggregate
amount of $3.6 million (the “Vandalia Mortgage”) that secures the Vandalia facility; and (ii) a release of the Vandalia Seller from its obligations to Red
Mortgage Capital, LLC (the “Vandalia Mortgagee”) and HUD with respect to the Vandalia Mortgage, pursuant to a release and assumption agreement entered
into among the Vandalia Purchaser, the Vandalia Seller, HUD and the Vandalia Mortgagee. In connection with the sale of the Vandalia facility, the Vandalia
Seller and Vandalia Purchaser also entered into an assignment and assumption agreement of trust funds and service contracts, containing customary terms and
conditions. 

In June 2013, the Company entered into a Release Agreement with CHP amending the terms of the $3.6 million seller note issued in the connection
with the sale of four of the six Ohio assisted living facilities sold to CHP in the fourth quarter of 2012. In exchange for a reduction in the Vandalia purchase
price by $0.4 million, CHP agreed to immediately payoff the seller note resulting in a net payment of $3.2 million. Proceeds from the $3.2 million payment
were used to fund a $2.0 million increase in collateralized restricted cash required by one of the Company’s lenders and $1.2 million was received by the
Company for working capital purposes. The Company recognized a loss on the sale of Vandalia of $0.4 million.

On June 11, 2013, the Company completed the sale of its former Springfield, Ohio corporate office building which was sold for the approximate net
book value. The Company used the proceeds to pay off the principal balance of the mortgage note with respect to the building of approximately $0.1
million.

On June 12, 2013, the Company executed two sublease agreements to exit the skilled nursing business in Tybee Island, Georgia, effective June 30,
2013, relating to two facilities.
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On December 18, 2013, Riverchase, our consolidated variable interest entity, entered into a sales listing agreement to sell Riverchase Village, a 105-
bed assisted living facility located in Hoover, Alabama.

During the twelve months ended December 31, 2013, the Company recognized a $0.5 million impairment charge to write down the carrying value of
certain lease rights, equipment, and leasehold improvement values of a facility located in Thomasville, Georgia. The impairment charges represent changes in
fair value from the carrying value.

During 2013, the Company recognized an impairment loss of $0.7 million related to two facilities located in Tybee Island, Georgia.

For the year ended December 31, 2013, the Company determined that an impairment adjustment was required for the goodwill recorded when the
Company acquired the land, building, improvements, furniture, fixtures and equipment of Companions on August 17, 2012. Accordingly, the Company
recorded a goodwill impairment charge of $0.8 million in the fourth quarter of 2013.

On March 31, 2014, the Company entered into a representation agreement to sell Companions, a 102-bed skilled nursing facility located in Tulsa,
Oklahoma, to exit the operations. During 2014, the Company recognized a $1.8 million loss on impairment to adjust the net book value of Companions to
properly reflect the fair market value. In March 2015, the Company entered into an asset purchase agreement to sell Companions. Closing is expected after
completion of customary closing conditions. (See Note 20 - Subsequent Events).

O n July 1, 2014, the Company entered into an agreement, effective July 1, 2014, to sublease a 52-bed skilled nursing facility located in
Thomasville, Georgia to a local nursing home operator.

On September 22, 2014, as part of its ongoing strategic plan to transition from an owner and operator of healthcare facilities to a healthcare property
holding and leasing company, two wholly-owned subsidiaries of the Company entered into separate lease agreements to lease a 182-bed skilled nursing
facility located in Attalla, Alabama and a 124-bed skilled nursing facility located in Glencoe, Alabama to a local nursing home operator (the "Alabama
Operator") effective November 1, 2014.

On September 30, 2014, the lease agreement to operate a 90-bed skilled nursing facility located in Cassville, Missouri expired. The Company
elected not to renew the lease agreement consistent with its strategic plan to transition to a healthcare property holding and leasing company.

On October 22, 2014, two wholly-owned subsidiaries of the Company entered into separate sublease agreements, effective November 1, 2014, to
sublease a 130-bed skilled nursing facility located in Dublin, Georgia and an 86-bed skilled nursing facility located in Lumber City, Georgia to a local
nursing home operator (the "Georgia Operator").

On November 1, 2014, and in connection with the October 22, 2014 sublease agreements, two wholly-owned subsidiaries of the Company entered
into separate operations transfer agreements, effective November 1, 2014, to transfer the operations of a 130-bed skilled nursing facility located in Dublin,
Georgia and a 86-bed skilled nursing facility located in Lumber City, Georgia to the Georgia Operator. On November 1, 2014, and in connection with the
September 22, 2014 lease agreements, two wholly-owned subsidiaries of the Company entered into separate operations transfer agreements with the Alabama
Operator to transfer the operations of the 182-bed skilled nursing facility located in Attalla, Alabama and the 124-bed skilled nursing facility located in
Glencoe, Alabama to the new operator effective upon full licensure and approval to operate the facilities in the state of Alabama.

On and effective as of November 1, 2014, two wholly-owned subsidiaries of the Company entered into separate at-risk management agreements with
the Alabama Operator to manage the 182-bed skilled nursing facility located in Attalla, Alabama and the 124-bed skilled nursing facility located in Glencoe,
Alabama. The at-risk management agreements terminate on the day the Alabama Operator obtains full licensure and approval to operate the facilities in the
state of Alabama and the operations transfer agreements take effect.

As of December 1, 2014, the Alabama Operator had received full licensure and approval from the State of Alabama to independently operate the
182-bed skilled nursing facility located in Attalla, Alabama and the 124-bed skilled nursing facility located in Glencoe, Alabama. In accordance with the at-
risk management agreements and operations transfer agreements, operations were immediately transferred from the two wholly-owned subsidiaries of the
Company to the Alabama Operator on December 1, 2014.

The results of operations and cash flows for the Jeffersonville, Georgia skilled nursing facility, the two skilled nursing facilities in Tybee Island,
Georgia, the assisted living facility in Hoover, Alabama, the skilled nursing facility in Tulsa, Oklahoma,
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the skilled nursing facility in Thomasville, Georgia, the two skilled nursing facilities in Attalla, Alabama and Glencoe, Alabama, the skilled nursing facility
in Cassville, Missouri, and the two skilled nursing facilities in Dublin, Georgia and Lumber City, Georgia are reported as discontinued operations in 2014
and 2013.

For the discontinued operations, the patient care revenue, related cost of services, and facility rental expense prior to the commencement of
subleasing are classified in the activities below.

The following table summarizes the activity of discontinued operations for the years ended December 31, 2014 and 2013:

(Amounts in 000’s)  December 31, 2014  December 31, 2013

Total revenues from discontinued operations  $ 32,282  $ 43,532
Net loss from discontinued operations  $ (1,510)  $ (1,255)
Interest expense, net from discontinued operations  $ (1,049)  $ (1,128)
Income tax benefit (expense) from discontinued operations  $ 253  $ (33)
Loss on impairment from discontinued operations  $ (1,782)  $ (1,972)
Loss on disposal of assets from discontinued operations  $ —  $ (467)

Assets and liabilities of the disposal groups held for sale at December 31, 2014 and 2013 are as follows:

Amounts in (000's)  December 31, 2014  December 31, 2013

Property and equipment, net  $ 3,777  $ 400
Other assets  2,036  —

Assets of disposal group held for sale  $ 5,813  $ 400

     

Notes payable  $ 5,197  $ —
Liabilities of disposal group held for sale  $ 5,197  $ —

Certain assets of Companions have been reclassified to Assets of disposal group held for sale as of December 31, 2014 are included in the table
above. These certain assets of Companions had been classified as Assets of disposal group held for use at December 31, 2014 and are shown in the table
below.

Amounts in (000's)  December 31, 2014  December 31, 2013

Property and equipment, net  —  5,135
Assets of disposal group held for use  —  5,135

On December 18, 2013, Riverchase, our consolidated variable interest entity, executed a sales listing agreement for the 105-unit assisted living
facility located in Hoover, Alabama to exit the operations (for further information on our variable interest entity, see Note 15 - Variable Interest Entity).
Assets and liabilities of the variable interest entity held for sale at December 31, 2014 and 2013 are as follows:

Amounts in (000's)  December 31, 2014  December 31, 2013

Property and equipment, net  5,893  5,893
Other assets  31  52
Assets of variable interest entity held for sale  5,924  5,945

     

Bonds payable  5,956  6,034
Liabilities of variable interest entity held for sale  

5,956
 

6,034
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NOTE 12. PREFERRED STOCK

Preferred Stock Offerings

On November 7, 2012, the Company sold 450,000 shares of its Series A Preferred Stock offered at $23 per share in a registered public offering. The
Company received proceeds from the offering of $9.2 million after deducting underwriting discounts and other offering-related expenses of $1.2 million.

The liquidation preference of the Series A Preferred Stock is $25 per share. Cumulative dividends accrue and are paid in the amount of $2.72 per share
each year, which is equivalent to 10.875% of the $25 liquidation preference per share. The dividend rate may increase under certain circumstances.

On October 28, 2013, the Company sold 500,000 shares of its Series A Preferred Stock at $25 per share in a registered public offering. The Company
received proceeds from the offering of $11.3 million after deducting underwriting discounts and other offering-related expenses of $1.2 million.

Holders of the Series A Preferred Stock generally have no voting rights but have limited voting rights under certain circumstances. The Company may
not redeem the Series A Preferred Stock before December 1, 2017, except the Company is required to redeem the Series A Preferred Stock following a
"Change of Control," as defined in the Company's Articles of Incorporation. On and after December 1, 2017, the Company may, at its option, redeem the
Series A Preferred Stock, in whole or in part, by paying $25 per share, plus any accrued and unpaid dividends to the redemption date.

The change-in-control provision requires the Series A Preferred Stock to be classified as temporary equity because, although deemed a remote
possibility, a purchaser could acquire a majority of the voting power of the outstanding common stock without company approval, thereby triggering
redemption. FASB ASC Topic 480-10-S99-3A, SEC Staff Announcement: Classification and Measurement of Redeemable Securities, requires classification
outside of permanent equity for redeemable instruments for which the redemption triggers are outside of the issuer's control. The assessment of whether the
redemption of an equity security could occur outside of the issuer's control is required to be made without regard to the probability of the event or events that
may result in the instrument becoming redeemable.

NOTE 13. STOCKHOLDERS' EQUITY

Shares Authorized and Reserved

At December 31, 2014, the Company had reserved approximately 7.7 million shares of its authorized but unissued common stock for possible future
issuance in connection with the following outstanding items:

  Shares (000's)

Options outstanding and authorized for future grants in approved plans for stock options  935
Common stock warrants outstanding — employees  1,689
Common stock warrants outstanding — nonemployees  1,028
Convertible shares issuable under debt agreements (including additional 20% required under agreements)  4,000

Total authorized shares reserved  7,652

NOTE 14. STOCK BASED COMPENSATION

The following table summarizes employee and nonemployee stock based compensation for the years ended December 31, 2014 and 2013:
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 December 31,

Amounts in (000's)  2014  2013

Employee compensation:     
Stock options  $ 305  $ 522
Employee warrants  149  140
Management restricted stock  139  28

Total employee stock-based compensation expense  $ 593  $ 690
Non-employee compensation     

Board restricted stock  $ 315  $ 268
Board stock options  236  117
Warrants  11  22

Total non-employee stock-based compensation expense  $ 562  $ 407
Total stock-based compensation expense $ 1,155  $ 1,097

The Company uses the Black-Scholes-Merton option-pricing model for estimating the fair values of employee share options, employee and
nonemployee warrants and similar instruments with the following key assumptions:

Expected Dividend Yield:    The Company has not historically paid cash dividends on its common stock. Accordingly, our expected dividend yield is
zero.

Expected Volatility:    The Company estimates the expected volatility factor using the Company's historical stock price volatility.

Risk-Free Interest Rate:    The Company bases the risk-free interest rate on the U.S. Treasury yield curve in effect at the time of grant or warrant for the
period of the expected term as described.

Expected Term:    The Company currently uses a simplified method for calculating the expected term based on the historical exercises of employee
options and warrants and contractual expiration dates. For nonemployee warrants awarded to certain service providers or financing partners, the Company
uses the contractual life of the warrants as the expected term, as the Company does not have sufficient experience with the service providers or financing
partners to determine when they could be expected to exercise their warrants.

The assumptions used in calculating the fair value of employee stock options and warrants using the Black-Scholes-Merton option-pricing model are
set forth in the following table:

  2014  2013

Dividend Yield  —%  —%
Expected Volatility  40.9% - 51.0%  43.3% - 63.2%
Risk-Free Interest Rate  0.89% - 1.73%  0.12% - 0.88%
Expected Term  5.2 years  5.2 years

The assumptions used in calculating the fair value of nonemployee stock options and warrants using the Black-Scholes-Merton option-pricing model
are set forth in the following table:

  2014  2013

Dividend Yield  —%  —%
Expected Volatility  38.9% - 39.7%  46.9% - 50.3%
Risk-Free Interest Rate  0.73% - 1.06%  0.07% - 0.32%
Expected Term  2 - 10 years  2 - 10 years

Employee and Non-employee Stock Options

The Company has three employee stock option plans:

• The 2004 Stock Incentive Plan, which expired March 31, 2014.
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• The 2005 Stock Incentive Plan, which expires September 30, 2015 and provides for a maximum of 578,812 shares of common stock to be issued.

• The 2011 Stock Incentive Plan, which expires March 28, 2021 and provides for a maximum of 2,152,500 shares of common stock to be issued.

All three plans permit the granting of incentive or nonqualified stock options. The 2011 Stock Incentive Plan also permits the granting of restricted
stock. The plans are administered by the Board which has the authority to determine the employees to whom awards will be made, the amounts of the awards,
and the other terms and conditions of the awards. The Company intends to use only the 2011 Stock Incentive Plan to make future grants. The number of
securities remaining available for future issuance is 471,526.

The following summarizes the Company's employee and non-employee stock option activity for the years ended December 31, 2014 and 2013:

  

Number
of

Shares (000's)  

Weighted
Average
Exercise

Price  

Weighted
Average

Remaining
Contract Life  

Aggregate
Intrinsic

Value (000's)

Outstanding at December 31, 2012  1,351  $ 4.57     
Granted  778  $ 4.23     
Exercised  (10)  $ 3.52     
Forfeited  (210)  $ 4.10     
Expired  (105)  $ 3.62     

Outstanding at December 31, 2013  1,804  $ 4.54  7.5 years  $ 448
Vested at December 31, 2013  539  $ 4.77  5.9 years  $ 177
Vested or Expected to Vest at December 31, 2013 (a)  1,592  $ 4.59  5.9 years  $ 400
         

Outstanding at December 31, 2013  1,804  $ 4.54     
Granted  159  $ 4.01     
Exercised  (251)  $ 3.83     
Forfeited  (581)  $ 4.17     
Expired  (196)  $ 4.35     

Outstanding at December 31, 2014  935  $ 4.91  7.3 years  $ 61
Vested at December 31, 2014  647  $ 5.28  6.7 years  $ 48
Vested or Expected to Vest at December 31, 2014 (a)  893  $ 4.94  7.3 years  $ 61

(a) Includes forfeiture adjusted unvested shares.

The weighted average grant date fair value of options granted during the years ended December 31, 2014 and 2013, was $1.61 and $1.92, respectively.
At December 31, 2014, the Company has approximately $0.4 million of unrecognized compensation expense related to unvested options. Assuming no pre-
vesting forfeitures, this expense will be recognized as a charge to earnings over a weighted-average remaining service period of 2.1 years. The total intrinsic
value of options exercised during the years ended December 31, 2014 and 2013, was $0.1 million and $0.02 million, respectively.
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The following summary information reflects stock options outstanding, vested and related details as of December 31, 2014:

  Stock Options Outstanding  Options Exercisable

Exercise Price  

Number
Outstanding

(000's)  

Weighted Average
Remaining

Contractual Term (in
years)  

Weighted
Average

Exercise Price  
Vested and

Exercisable (000's)  
Weighted Average

Exercise Price
$1.30  16  0.9  $ 1.30  16  $ 1.30
$1.31 - $3.99  181  7.2  $ 3.91  54  $ 3.93
$4.00 - $4.30  383  7.8  $ 4.13  245  $ 4.10
$4.31 - $4.99  40  8.5  $ 4.51  17  $ 4.61
$5.00 - $7.62  315  7.0  $ 6.67  315  $ 6.67
Total  935  7.3  $ 4.91  647  $ 5.28

In addition to the Company's stock option plans, the Company grants stock warrants to officers, directors, employees and certain consultants to the
Company from time to time as determined by the Board and, when appropriate, the Compensation Committee of the Board. The Board administers the
granting of warrants, determines the persons to whom awards will be made, the amount of the awards, and the other terms and conditions of the awards.

Employee Common Stock Warrants

The following summarizes the Company's employee common stock warrant activity for the years ended December 31, 2014 and 2013:

  

Number
of

Shares (000's)  

Weighted
Average
Exercise

Price  

Weighted
Average

Remaining
Contract Life  

Aggregate Intrinsic
Value (000's)

Outstanding at December 31, 2012  1,806  $ 2.98     
Granted  70  $ 5.90     
Exercised  —  $ —     
Forfeited  —  $ —     

Outstanding at December 31, 2013  1,876  $ 3.09  4.8 years  $ 2,415
Vested at December 31, 2013  1,701  $ 2.90  4.4 years  $ 2,402
Vested or Expected to Vest at December 31, 2013 (a)  1,855  $ 3.07  4.8 years  $ 2,414
         

Outstanding at December 31, 2013  1,876  $ 3.09     
Granted  300  $ 4.49     
Exercised  (367)  $ 3.45     
Forfeited  (82)  $ 5.33     
Expired  (39)  $ 2.59     

Outstanding at December 31, 2014  1,688  $ 3.16  4.6 years  $ 1,696
Vested at December 31, 2014  1,389  $ 2.87  3.5 years  $ 1,696
Vested or Expected to Vest at December 31, 2014 (a)  1,618  $ 3.10  4.4 years  $ 1,696

(a) Includes forfeiture adjusted unvested shares.

The weighted average grant date fair value of employee warrants granted during the year ended December 31, 2014 and 2013, was $1.68 and $3.06,
respectively. The Company has approximately $0.5 million of unrecognized compensation expense related to unvested employee warrants as of
December 31, 2014. Assuming no pre-vesting forfeitures, this expense will be recognized as a charge to earnings over a weighted-average remaining service
period of 2.8 years.
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Restricted Stock

In December 2013, the Company issued, pursuant to the 2011 Stock Incentive Plan, 30,000 shares of common stock with a three-year restriction to its
Chief Financial Officer. The restricted stock has all the rights of a shareholder from the date of grant including, without limitation, the right to receive
dividends and the right to vote. The Company determined the fair value of the restricted stock at date of grant to be equal to the grant date closing stock price
of $4.34.

In October 2014, 20,000 of the shares of common stock with a three-year restriction were forfeited upon the resignation of the Company's Chief
Financial Officer. The related compensation expense recognized for the years ended December 31, 2014 and 2013, was $0.04 million and $0.001 million,
respectively.

On October 10, 2014, pursuant to the 2011 Stock Incentive Plan, the Company granted 150,000 shares of common stock with a three-year restriction to
its President and Chief Executive Officer. The restricted stock shall vest as to one-third of the shares on each of the three subsequent anniversaries of the grant
date and has all the rights of a shareholder from the date of grant including, without limitation, the right to receive dividends and the right to vote. The
Company determined the fair value of the restricted stock at date of grant to be equal to the grant date closing stock price of $4.49. The related compensation
expense recognized for the year ended December 31, 2014 was $0.04 million.

On December 17, 2014, pursuant to the 2011 Stock Incentive Plan, the Company granted 70,515 shares of common stock with a three-year restriction,
depending upon the agreement, to its Board. The three-year restricted stock shall vest in full on the three-year anniversary subsequent to the grant date and
the three-year restricted stock shall vest as to one-third of the shares on each of the three subsequent anniversaries of the grant date. The restricted stock has
all the rights of a shareholder from the date of grant including, without limitation, the right to receive dividends and the right to vote. The Company
determined the fair value of the restricted stock at date of grant to be equal to the grant date closing stock price of $3.90. The related compensation expense
recognized for the year ended December 31, 2014 was $0.01 million.

The following summarizes the Company's restricted stock activity for the year ended December 31, 2014 and 2013:

  

Number
of

Shares (000's)  

Weighted Avg.
Grant Date
Fair Value

Unvested at December 31, 2012  284  3.20
Granted  30  $ 4.34
Vested  —  $ —
Forfeited  —  $ —

Unvested at December 31, 2013  314  $ 3.31
     

Granted  221  $ 4.30
Vested  (10)  $ 4.34
Forfeited  (20)  $ 4.34

Unvested at December 31, 2014  505  $ 3.68

The weighted average grant date fair value of restricted stock awards granted during the years ended December 31, 2014 and 2013 was $4.30 and $4.34,
respectively. The Company has approximately $1.0 million of unrecognized compensation expense related to unvested restricted stock awards as of
December 31, 2014. Assuming no pre-vesting forfeitures, this expense will be recognized as a charge to earnings over a weighted-average remaining service
period of 2.6 years.
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Nonemployee Common Stock Warrants

The following summarizes the Company's nonemployee common stock warrant activity for the period ended December 31, 2014 and 2013:

  

Number
of

Shares (000's)  

Weighted
Average
Exercise

Price  

Weighted
Average

Remaining
Contract Life  

Aggregate
Intrinsic

Value (000's)

Outstanding at December 31, 2012  1,961  $ 3.77     
Granted  85  $ 3.96     
Exercised  (28)  $ 1.05     
Forfeited  (29)  $ 2.27     

Outstanding at December 31, 2013  1,989  $ 3.84  1.0 year  $ 1,054
Vested at December 31, 2013  1,989  $ 3.84  1.0 year  $ 1,054
Vested or Expected to Vest at December 31, 2013 (a)  1,989  $ 3.84  1.0 year  $ 1,054
         

Outstanding at December 31, 2013  1,989  $ 3.84     
Granted  274  $ 4.12     
Exercised  (908)  $ 3.59     
Forfeited  —  $ —     
Expired  (327)  $ 4.49     

Outstanding at December 31, 2014  1,028  $ 3.93  2.3 years  $ 124
Vested at December 31, 2014  803  $ 3.90  1.6 years  $ 124
Vested or Expected to Vest at December 31, 2014 (a)  1,028  $ 3.93  2.3 years  $ 124

(a) Includes forfeiture adjusted unvested shares.

During the years ended December 31, 2014 and 2013, the Company granted warrants to nonemployees with a weighted-average grant date fair value of
$1.48 and $1.14, respectively. The warrants have contractual terms between two and ten years. The Company has approximately $0.3 million of
unrecognized compensation expense related to unvested employee warrants as of December 31, 2014. Assuming no pre-vesting forfeitures, this expense will
be recognized as a charge to earnings over a weighted-average remaining service period of 2.0 years. The total intrinsic value of nonemployee common stock
warrants exercised during the years ended December 31, 2014 and 2013, was $0.8 million and $0.1 million, respectively.
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The table below reflects the outstanding options and warrants by exercise price:

Options (000's)  Employee Warrants (000's)  Non-employee Warrants (000's)  Exercise Price

  202    $ 1.04
16      $ 1.30

  198    $ 1.93
  221    $ 2.57
  116    $ 2.59
  221    $ 3.43
  116    $ 3.46
    50  $ 3.80
    548  $ 3.81

104      $ 3.90
77  105    $ 3.93

    85  $ 3.96
    225  $ 4.04

2      $ 4.05
248      $ 4.06

    55  $ 4.08
32      $ 4.11

101      $ 4.30
  116    $ 4.32

15      $ 4.33
    16  $ 4.37
  300    $ 4.49
    49  $ 4.50
  70    $ 4.58

25      $ 4.61
105      $ 5.71

  23    $ 5.90
105      $ 6.67
105      $ 7.62
935  1,688  1,028   

 

NOTE 15. VARIABLE INTEREST ENTITIES

The Company has one variable interest entity that is required to be consolidated because AdCare has control as primary beneficiary. A "primary
beneficiary" is the party in a VIE that has both of the following characteristics: (i) The power to direct the activities of the VIE that most significantly impact
the VIE's economic performance and (ii) the obligation to absorb losses of the VIE that could potentially be significant to the VIE or the right to receive
benefits from the VIE that could potentially be significant to the VIE. For a further description of the VIE, see Note 19 - Related Party Transactions -
"Riverchase".

On June 22, 2013, the Company and Riverchase Village ADK, LLC ("Riverchase"), our consolidated variable interest entity which is owned and
controlled by Christopher Brogdon (a Company Director and a greater than 5% beneficial owner of the common stock), agreed to mutually terminate the five
year management agreement, dated June 22, 2010, pursuant to which a subsidiary of the Company supervised the management of the Riverchase Village
facility, a 105-bed assisted living facility located in Hoover, Alabama and owned by Riverchase, for a monthly fee equal to 5% of the monthly gross revenues
of the
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Riverchase Village facility.

On June 22, 2013, a wholly owned subsidiary of the Company and Mr. Brogdon amended the Option Agreement, dated June 22, 2010, pursuant to
which the Company has the exclusive and irrevocable right to acquire from Mr. Brogdon all of the issued and outstanding membership interests in
Riverchase, which owns the Riverchase Village facility.  The amendment extended the option provided for thereby from June 22, 2013 to June 22, 2014.

O n December 18, 2013, Riverchase entered into a sales listing agreement to sell the Riverchase Village facility. O n April 1, 2014, Riverchase
entered into a purchase and sale agreement to sell the Riverchase Village facility to a third-party purchaser; however, the agreement was terminated on
August 6, 2014.

O n March 3, 2014, the Company and certain of its subsidiaries entered into a letter agreement, dated as of February 28, 2014 (the "Letter
Agreement"), with Mr. Brogdon and entities controlled by Mr. Brogdon, which: (i) amended the Company's previously-existing option to acquire all of the
issued and outstanding membership interests in Riverchase until June 22, 2015; and (ii) reduced the purchase price for the exercise of such option to $1.00.
Furthermore, the Letter Agreement provides that, upon the closing of the sale of the Riverchase Village facility to an arms-length third party purchaser,
regardless of whether the Company has exercised its option to purchase Riverchase, the net sales proceeds from such sale shall be distributed as follows: (a)
one-half of the net sales proceeds will be paid to the Company; (b) the remaining net sales proceeds will be paid to the Company to satisfy the outstanding
principal balance and interest (if any) then due under the promissory note issued by Mr. Brogdon in favor of the Company with an original principal amount
of $523,663, with such payment to be applied in the order of scheduled amortization under the note; and (c) the balance of net sales proceeds will be paid to
the Company.

On May 15, 2014, the Company and certain of its subsidiaries entered into an Amendment to the Letter Agreement (the "Letter Agreement First
Amendment"), pursuant to which the Company agreed to pay $92,323 (the "Tax Payment") to the appropriate governmental authorities of Jefferson County,
Alabama, such amount representing outstanding real property taxes due on the Riverchase Village facility. The Company determined that it was in its best
interest to make the Tax Payment in order to preserve the Company's interest in the sale of the Riverchase Village facility. In connection with the Tax
Payment, the parties also agreed to amend and restate the promissory note issued by Mr. Brogdon in favor of the Company to reflect a new principal amount
of $615,986, which amount represents the original principal amount of the note plus the Tax Payment. Furthermore, the Letter Agreement First Amendment
amended the Letter Agreement to provide that, if the closing of the sale of the Riverchase Village facility does not occur on or before December 31, 2014,
then a payment of principal under the amended and restated promissory note equal to the Tax Payment will be due and payable to the Company on or before
January 31, 2015.

On October 10, 2014, AdCare and certain of its subsidiaries entered into a second amendment to the Letter Agreement, as amended (the “Letter
Agreement Second Amendment”), with Mr. Brogdon and entities controlled by Mr. Brogdon, pursuant to which the Company reduced the principal amount
of the note issued by Mr. Brogdon by the amount equal to $92,323 (which represents the amount of the Tax Payment) plus $255,000 (which represents an
offset of amounts owed by the Company to Mr. Brogdon under his Consulting Agreement with the Company). The Letter Agreement Second Amendment
also amended the Letter Agreement, as amended, to provide that upon the closing of the sale of the Riverchase Village facility to a third party purchaser, the
net sales proceeds from such sale shall be distributed so that any net sales proceeds shall first be paid to the Company to satisfy the $177,323 outstanding
under the note issued by Riverchase to the Company, which note is discussed below. The Letter Agreement was amended a third time in March 2015 (see
Note 20 - Subsequent Events).

AdCare is a guarantor of Riverchase’s obligations with respect to certain revenue bonds issued by the City of Hoover in connection with the
Riverchase Village facility, and in order to preserve the Company's interest in the sale of the Riverchase Village facility, the Company made a payment in the
amount of $85,000 (the "Principal Obligation") on behalf of Riverchase with respect to its obligations under the bonds. On October 10, 2014, Riverchase
issued a promissory note in favor of the Company in the principal amount of $177,323, which represented the amount of Tax Payment plus the Principal
Obligation. The note does not bear interest and is due upon the closing of the sale of the Riverchase Village facility. This note was subsequently amended in
March 2015 (see "Note 20 - Subsequent Events").
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The following summarizes the assets and liabilities of the variable interest entities included in the consolidated balance sheets:

Riverchase Village Facility—Assets and Liabilities:

  December 31,

(Amounts in 000's)  2014  2013

Cash  $ —  $ —
Accounts receivable  —  119
Assets of variable interest entity held for sale  5,924  5,945
Other assets  343  371

Total assets  $ 6,267  $ 6,435

     

Accounts payable  $ 1,923  $ 1,793
Accrued expenses  651  58
Current portion of notes payable  177  184
Liabilities of variable interest entity held for sale  5,956  6,034
Noncontrolling interest  (2,440)  (1,634)

Total liabilities  $ 6,267  $ 6,435

NOTE 16. COMMITMENTS AND CONTINGENCIES

Regulatory Matters

Laws and regulations governing Federal Medicare and State Medicaid programs are complex and subject to interpretation. Compliance with such laws
and regulations can be subject to future governmental review and interpretation as well as significant regulatory action including fines, penalties, and
exclusion from certain governmental programs. The Company believes that it is in compliance in all material respects with all applicable laws and
regulations.

A significant portion of the Company's revenue is derived from Medicaid and Medicare, for which reimbursement rates are subject to regulatory
changes and government funding restrictions. Any significant future change to reimbursement rates could have a material effect on the Company's
operations.

Legal Matters

The skilled nursing business involves a significant risk of liability due to the age and health of the Company's patients and residents and the services
the Company provides. The Company and others in the industry are subject to an increasing number of claims and lawsuits, including professional liability
claims, which may allege that services have resulted in personal injury, elder abuse, wrongful death or other related claims. The defense of these lawsuits may
result in significant legal costs, regardless of the outcome, and can result in large settlement amounts or damage awards.

In addition to the potential lawsuits and claims described above, the Company is also subject to potential lawsuits under the Federal False Claims Act
and comparable state laws alleging submission of fraudulent claims for services to any healthcare program (such as Medicare) or payer. A violation may
provide the basis for exclusion from federally funded healthcare programs.

As of December 31, 2014 and 2013, the Company does not have any material loss contingencies recorded or requiring disclosure based upon the
evaluation of the probability of loss from known claims, except as disclosed below.

In 2012, the Company was named as a defendant in two related lawsuits asserting breach of contract claims arising out of consulting agreements
executed in 2010 in connection with the Company's becoming the operator of certain leased facilities that were previously operated by a third-party. The
same transaction was already the subject of litigation commenced by the Company in 2011 against several entities which had previously operated the leased
facilities. After becoming the operator of the leased facilities, the Company incurred certain losses for pre-closing activities for which the Company was
entitled to indemnification. The Company sought to enforce its rights to indemnity by filing a lawsuit against the former operators of the leased facilities for
breach of contract and related tort claims, and the Company proceeded to set off its losses against payment due under the consulting agreements referenced
above. The defendants filed counterclaims against the Company. In the third
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quarter of 2012, a settlement was reached with respect to the three lawsuits that permitted the Company to eliminate a previously accrued liability in light of
the lower than expected settlement amount of $1.0 million resulting in a non-cash settlement gain of $0.4 million recognized in the third quarter of 2012.
During the third quarter of 2012, $0.3 million of the settlement was paid. During 2013, the remaining settlement of $0.2 million was paid.

On June 24, 2013, South Star Services, Inc. (“SSSI”), Troy Clanton and Rose Rabon (collectively, the “Plaintiffs”) filed a complaint in the District
Court of Oklahoma County, State of Oklahoma against: (i) AdCare, certain of its wholly owned subsidiaries and Boyd P. Gentry, AdCare’s former Chief
Executive Officer (collectively, the “AdCare Defendants”); (ii) Christopher Brogdon (a director of the Company, owner of greater than 5% of the outstanding
commons stock and a former Chief Acquisition Officer of the Company) and his wife; and (iii) five entities controlled by Mr. and Mrs. Brogdon, which
entities own five skilled-nursing facilities located in Oklahoma (the “Oklahoma Facilities”) that are managed by an AdCare subsidiary. The complaint
alleges, with respect to the AdCare Defendants, that: (i) the AdCare Defendants tortuously interfered with contractual relations between the Plaintiffs and
Mr. Brogdon, and with Plaintiffs’ prospective economic advantage, relating to SSSI’s right to manage the Oklahoma Facilities and seven other skilled-
nursing facilities located in Oklahoma (collectively, the “Facilities”), respectively; (ii) the AdCare Defendants fraudulently induced the Plaintiffs to perform
work and incur expenses with respect to the Facilities; and (iii) one of the AdCare subsidiaries which is an AdCare Defendant provided false and defamatory
information to an Oklahoma regulatory authority regarding SSSI’s management of one of the Oklahoma Facilities. The complaint sought damages against the
AdCare Defendants, including punitive damages, in an unspecified amount, as well as costs and expenses, including reasonable attorney fees.  On March 7,
2014, the Plaintiffs filed an amended complaint in which they alleged additional facts regardin

g the alleged fraudulent inducement caused by Mr. and Mrs. Brogdon and the AdCare Defendants. On February 10, 2015, Plaintiffs and the
defendants participated in a voluntary mediation in an attempt to resolve the case. Although the case did not settle at the mediation, Plaintiffs and defendants
continued to negotiate over the following weeks and executed a settlement agreement on March 30, 2015 (the "Clanton Settlement Agreement") to settle all
claims for a lump sum payment of $2,000,000. Under the Clanton Settlement Agreement, the Company is to pay $600,000 to the Plaintiffs with the balance
thereof to be paid by two of the Company's insurance carriers. The Company and the other defendants in the matter deny all of the Plaintiff's claims and any
wrongdoing but agreed to settle the matter to avoid the continued expense and unpredictability of litigation.

On October 2, 2013, the Company responded to certain letters received from Georgia Department of Community Health ("GDCH") in September 2013
requesting payment of past due provider fees totaling $1.2 million for certain nursing facilities for periods prior to the Company's operation of the facilities.
The Company received a final determination from GDCH in April 2014 confirming the Company was responsible for the payment of approximately $0.1
million relating to these past due provider fees. The Company paid these past due provider fees in the second quarter of 2014.

On March 7, 2014 the Company responded to a letter received from the Ohio Attorney General ("OAG") dated February 25, 2014 demanding repayment
of approximately $1.0 million as settlement for alleged improper Medicaid payments related to seven Ohio facilities affiliated with the Company. The OAG
alleged that the Company had submitted improper Medicaid claims for independent laboratory services for glucose blood tests and capillary blood draws.
The Company intends to defend itself against the claims. The Company has not recorded a liability for this matter because the liability, if any, and outcome
cannot be determined at this time.

On October 30, 2014, the Company and the prior owner of a certain 118-bed skilled nursing facility located in Oklahoma City, Oklahoma entered into
a confidential settlement agreement that resolved pending claims between the parties, including breach of contract and tort claims that had been asserted by
the Company and\or its affiliates. As a result of the settlement, the Company has not recorded a reserve against any receivable that it contended might be
owed.

Income Tax Examinations

In early 2014, the Internal Revenue Service ("IRS") initiated an examination of the Company's income tax return for the 2011 income tax year. On May
7, 2014, the IRS completed and closed the examination and no changes were required to the Company's 2011 income tax return.

In October 2014, the Georgia Department of Revenue ("GDOR") initiated an examination of the Company's Georgia income tax returns and net worth
returns for the 2010, 2011, 2012, and 2013 income tax years. To date, the GDOR has not proposed any adjustments.

To the Company's knowledge, it is not currently under examination by any other major income tax jurisdiction.
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Commitments

Special Termination Benefits

In 2014, the Company incurred certain salary retirement and continuation costs of approximately $2.6 million related to separation agreements with
certain of the Company's current and former officers, an amendment to the consulting agreement with Mr. Brogdon (a Company Director), and future
severance due to certain employees resulting from the Company's transition from an owner and operator of healthcare properties to lessor and sublessor of
healthcare properties. The benefits include wage continuation and fringe benefits which are to be paid out to these former officers and employees over
various future periods ranging from a one-month period to a 12-month period.

Commitment to Future Lease Payments

A leased skilled nursing facility has signed a security agreement associated with the lessor, Covington Realty, LLC, in conjunction with the lessor's
refinancing of the project through HUD. The commitment gives the lender the right to pursue the facility for unpaid lease payments to the lessor.

NOTE 17. INCOME TAXES

The provision for income taxes attributable to continuing operations for the years ended December 31, 2014 and 2013 are presented below.

  December 31,

(Amounts in 000's)  2014  2013

Current Tax Expense:     
Federal  $ —  $ —
State  34  55

  $ 34  $ 55
Deferred Tax Expense:     

Federal  $ 95  $ 87
State  3  —

  $ 98  $ 87
Total income tax expense  $ 132  $ 142

The income tax expense applicable to continuing and discontinued operations is presented below.

  December 31,

(Amounts in 000's)  2014  2013

Income tax expense on continuing operations  $ 132  $ 142
Income tax (benefit) expense on discontinued operations  (253)  33

Total income tax (benefit) expense  $ (121)  $ 175
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At December 31, 2014 and 2013, the tax effect of significant temporary differences representing deferred tax assets and liabilities are as follows:

  December 31,

(Amounts in 000's)  2014  2013

Net current deferred tax asset:     
Allowance for doubtful accounts  $ 2,513  $ 1,638
Accrued expenses  807  48

  3,320  1,686
Net long-term deferred tax asset (liability):     

Net operating loss carry forwards  14,172  8,789
Property, equipment & intangibles  (2,363)  (2,346)
Stock based compensation  725  1,081
Convertible debt adjustments  785  2,141
Other  —  —

  13,319  9,665
Total deferred tax assets  16,639  11,351
Valuation allowance  (16,675)  (11,542)
Net deferred tax liability  $ (36)  $ (191)

The items accounting for the differences between income taxes computed at the federal statutory rate and the provision for income taxes are as follows:

  December 31,

  2014  2013

Federal income tax at statutory rate  34.0 %  34.0 %
State and local taxes  6.9 %  (0.5)%
Consolidated VIE LLC's  (1.5)%  (2.0)%
Nondeductible expenses  (9.7)%  (4.8)%
Other  (0.2)%  (1.7)%
Change in valuation allowance  (28.8)%  (26.3)%
Effective tax rate  0.7 %  (1.3)%

As of December 31, 2014, the Company had consolidated federal net operating loss ("NOL") carry forwards of $38.6 million. These NOLs begin to
expire in 2018 through 2034 and currently are offset by a full valuation allowance. As of December 31, 2014, the Company had consolidated state NOL carry
forwards of $27.3 million. These NOLs begin to expire in 2015 through 2034 and currently are offset by a full valuation allowance.

Given the Company's historical net operating losses, a full valuation allowance has been established on the Company's net deferred tax assets. The
Company has generated additional deferred tax liabilities related to its tax amortization of certain acquired indefinite lived intangible assets because these
assets are not amortized for book purposes. The tax amortization in current and future years gives rise to a deferred tax liability which will only reverse at the
time of ultimate sale or book impairment. Due to the uncertain timing of this reversal, the temporary differences associated with indefinite lived intangibles
cannot be considered a source of future taxable income for purposes of determining a valuation allowance. As such, the deferred tax liability cannot be used
to support an equal amount of the deferred tax asset related to the NOL carry forward ("naked credit"). This resulted in recognizing deferred federal and state
tax expense of $0.1 million and $0.1 million for the years ended December 31, 2014 and 2013, respectively, and a deferred tax liability of $0.04 million and
$0.2 million for the years ended December 31, 2014 and 2013, respectively.

In early 2014, the IRS initiated an examination of the Company's income tax return for the 2011 income tax year. On May 7, 2014, the IRS completed
and closed the examination and no changes were required to the Company's 2011 income tax return.
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In October 2014, the GDOR initiated an examination of the Company's Georgia income tax returns and net worth returns for the 2010, 2011, 2012, and
2013 income tax years. To date, the GDOR has not proposed any adjustments. The Company is not currently under examination by any other major income
tax jurisdiction.

NOTE 18. BENEFIT PLANS

The Company sponsors a 401(k) plan, which provides retirement benefits to eligible employees. All employees are eligible once they reach age 21
years and complete one year of eligible service. The Company's plan allowed eligible employees to contribute up to 20% of their eligible compensation,
subject to applicable annual Internal Revenue Code limits. The Company provides 50% matching on employee contributions, up to 2% of the employee's
salary. Total matching contributions during the years ended December 31, 2014 and 2013 were approximately $0.1 million and $0.1 million, respectively.

The Company pursued remedial actions under the Voluntary Correction Programs ("VCP") of the Employee Compliance Resolution System contained
in IRS Revenue Procedure 2008-50 to conform the 401(k) plan's terms to the plan's administration. The Company received notice on November 21, 2013 that
the IRS accepted the Company's proposed correction without any assessment of fees or penalties.

NOTE 19. RELATED PARTY TRANSACTIONS

Riverchase

On April 9, 2010, Riverchase, then a wholly owned subsidiary of the Company, entered into a Purchase Agreement with an Oklahoma limited liability
company controlled by a bank ("Riverchase Seller") to acquire the assets of Riverchase Village, a 105-bed assisted living facility located in Hoover,
Alabama, for a purchase price of approximately $5.0 million. On June 22, 2010, the Company assigned to Christopher Brogdon 100% of the membership
interests in Riverchase. On June 25, 2010, Riverchase, then owned by Mr. Brogdon, purchased Riverchase Village pursuant to the terms of the Purchase
Agreement.

In connection with financing of the acquisition of Riverchase Village, Riverchase borrowed from the Medical Clinic Board of the City of Hoover the
proceeds from the issuance of $5.9 million First Mortgage Healthcare Facility Revenue Bonds (Series 2010 A) and $0.5 million First Mortgage Revenue
Bonds (Series B), which proceeds were used to acquire Riverchase Village, pay the cost of certain repairs and improvements to Riverchase Village, fund
certain services and pay the cost of the issuance of the bonds. As part of the financing, AdCare guaranteed Riverchase's obligations under the bonds. In June
2010, Riverchase Seller refunded to AdCare the $250,000 of earnest money it had deposited in connection with the Riverchase Village transaction.

As consideration for the assignment of 100% of the membership interests in Riverchase to Mr. Brogdon and AdCare's guaranteeing the bonds,
Mr. Brogdon granted to Hearth & Home of Ohio, Inc. ("Hearth & Home"), a wholly owned subsidiary of AdCare, an exclusive and irrevocable option pursuant
to an Option Agreement to acquire Riverchase (the "Riverchase Option") through June 22, 2012 for an exercise price of $100,000 and otherwise under the
same terms and conditions set forth in the Purchase Agreement. In addition, a wholly owned subsidiary of AdCare entered into a five-year year Management
Agreement with Riverchase pursuant to which such subsidiary supervised the management of the Riverchase Village facility for a monthly fee equal to 5% of
the monthly gross revenues of the Riverchase Village facility. On June 22, 2013, the Management Agreement was mutually terminated by Riverchase and the
Company.

On July 26, 2012, Hearth & Home and Mr. Brogdon amended the Option Agreement to extend the last date on which the Riverchase Option may be
exercised through June 22, 2013. On June 22, 2013, Hearth & Home and Mr. Brogdon further amended the Option Agreement to extend the last date on
which the Riverchase Option may be exercised through June 22, 2014. On March 3, 2014, Hearth & Home and Mr. Brogdon further amended the Option
Agreement to: (i) extend the last date on which the Riverchase Option may be exercised through June 22, 2015; and (ii) reduce the purchase price for the
Riverchase Option to $1.00.

On April 1, 2014, Riverchase entered into a purchase and sale agreement to sell the Riverchase Village facility to a third-party purchaser; however, the
agreement was terminated on August 6, 2014.

Office Subleases and Purchase

Roswell Office Space.    From April 2011 through November 2012, the Company subletted from JRT Group Properties, LLC ("JRT") on a month-to-
month basis Building 1145 of the Offices at Hembree, a condominium used by the
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Company as its service center and administrative offices, located in Roswell, Georgia (the "Hembree Facility"). Mr. Brogdon's son is a one-third owner of JRT.
Pursuant to this sublease, the Company paid to JRT on a monthly basis base rent of approximately $10,458. The Company paid an aggregate of $115,035 in
rent under this sublease in 2012. The Company also paid to unrelated third parties amounts for utilities, property taxes and building association dues with
respect to the Hembree Facility.

On June 4, 2012, ADK Hembree Road Property, LLC ("ADK Hembree"), wholly owned subsidiary of the Company, entered into a Purchase Agreement
with JRT to acquire the Hembree Facility. On November 30, 2012, ADK Hembree acquired the Hembree Facility from JRT pursuant to the Purchase
Agreement for an aggregate purchase price of $1,083,781 and, in connection therewith, ADK Hembree issued a promissory note in favor of Fidelity Bank for
a principal amount of $1,050,000.

Termination of Sublease

On May 6, 2014, ADK Administrative Property, LLC, a wholly owned subsidiary of the Company (“ADK Admin”), and Winter Haven Homes, Inc.
(“Winter Haven”), an entity controlled by Mr. Brogdon, entered into a Sublease Termination Agreement, pursuant to which ADK Admin and Winter Haven
terminated, effective as of May 31, 2014, that certain Sublease Agreement between them dated as of May 1, 2011. Pursuant to the Sublease Agreement, ADK
Admin subleased from Winter Haven certain office space located at Two Buckhead Plaza, Atlanta, Georgia, with rent of approximately $5,000 payable
monthly through November 2018. The sublease termination agreement terminated, as of May 31, 2014, all obligations of ADK Admin under the Sublease
Agreement, including all obligations to pay rent. Winter Haven agreed to the termination of the sublease agreement in consideration for a portion of the
amounts payable to Mr. Brogdon pursuant to the Amended Consulting Agreement.

Harrah, McLoud and Meeker-Management Agreement

On July 26, 2013, a wholly-owned subsidiary of the Company entered into management agreements with entities owned and controlled by Mr.
Brogdon, which entities own the skilled-nursing facilities located in Oklahoma known as Harrah Nursing Center, McLoud Nursing Center and Mecker
Nursing Center. Pursuant to the management agreements, the AdCare subsidiary has agreed to manage the operations of these facilities. The management
agreements have initial terms of five years and shall renew automatically for one-year terms thereafter. Pursuant to the management agreements, the entities
owned and controlled by Mr. Brogdon which own the facilities shall pay to the AdCare subsidiary a fee equal to 5% of the monthly gross revenues of the
facilities.

Effective March 1, 2014, the Company terminated the management agreements with respect to Harrah Nursing Center, McLoud Nursing Center and
Mecker Nursing Center.

Oklahoma Owners

Effective August 1, 2011, the Oklahoma Owners, who are controlled by Mr. Brogdon and his spouse, acquired the Oklahoma Facilities. In connection
with the closing of this acquisition: (i) the Company paid closing costs on behalf of the Oklahoma Owners in the amount of $56,894 (which amount was
refunded to the Company in February 2012); and (ii) AdCare Oklahoma Management, LLC, a wholly-owned subsidiary of the Company ("AdCare
Oklahoma"), entered into a five-year Management Agreement with the Oklahoma Owners pursuant to which AdCare Oklahoma supervised the management
of the Oklahoma facilities for a monthly fee equal to 5% of the monthly gross revenues of the Oklahoma Facilities.

In December 2012: (i) the Oklahoma Owners entered into a $1.0 million senior secured credit agreement with Gemino; and (ii) AdCare Oklahoma
entered into a Management Fee Subordination Agreement pursuant to which AdCare Oklahoma agreed to subordinate its right to payment of all management
fees owed to AdCare Oklahoma by the Oklahoma Owners to such credit agreement with Gemino. However, AdCare Oklahoma could continue to accept such
management fees owed to it under the Management Agreements, so long as no event of default has occurred under the credit agreement entered into among
the third-party lender and the Oklahoma Owners.

Effective as of March 1, 2014, the Company terminated the Management Agreements with respect to the Oklahoma Facilities. On March 3, 2014, the
Company, Mr. Brogdon and entities controlled by Mr. Brogdon entered into an agreement to provide for the orderly transition of the management of the
Oklahoma Facilities from the Company to a third-party.

Red Rose Facility

In October 2011, pursuant to the terms of an Assignment of Lease and Landlord's Consent, Rose Missouri Nursing, LLC, a wholly owned subsidiary of
the Company, became the tenant and operator of the Red Rose facility, a 90-bed skilled nursing facility located in Cassville, Missouri. In connection with
this transaction, Mr. Brogdon and his spouse, each guaranteed the
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performance of the Company's obligations, including payment obligations, under the Lease. In consideration of these guaranties, the Company paid to
Mr. Brogdon the amount of $25,000 as a guaranty fee.

Golden Years Manor

In January 2012, a wholly owned subsidiary of the AdCare entered into a Purchase and Sale Agreement with Gyman Properties, LLC to acquire a 141-
bed skilled nursing facility located in Lonoke, Arkansas, known as Golden Years Manor, for an aggregate purchase price of $6.5 million. Pursuant to the
Purchase and Sale Agreement, the Company deposited approximately $0.3 million into escrow to be held as earnest money. In May 2012, the Company
decided not to pursue the acquisition of Golden Years Manor because it determined that the facility no longer met its investment criteria. At the time of such
determination, the Company was not entitled to reimbursement of its deposit under the Purchase and Sale Agreement. Subsequently, the Company assigned
all of its rights under the Purchase and Sale Agreement to GL Nursing, LLC, an entity affiliated with Mr. Brogdon. In connection with such assignment, GL
Nursing, LLC agreed to reimburse to the Company the deposit and all of its out-of-pocket costs relating to Golden Years Manor upon the closing of the
acquisition, which occurred on May 31, 2012. The assignment provided the Company with an opportunity to recoup the deposit and out-of-pocket costs
which would otherwise have been forfeited if the assignment had not occurred. As of December 31, 2013, the Company has recorded a receivable of $0.2
million in connection with the assignment.

Consulting Agreements

In December 2012, the Company entered into a Consulting Agreement with Mr. Brogdon pursuant to which Mr. Brogdon will be compensated by the
Company for providing consulting services related to the acquisition and financing of skilled nursing facilities. The Consulting Agreement terminates on
December 31, 2015 and, if it is not terminated prior to December 31, 2015, will renew automatically for successive one-year terms until terminated. As
compensation for his services under the Consulting Agreement, Mr. Brogdon shall receive: (i) $10,000 per month in year one; (ii) $15,000 per month in year
two; and (iii) $20,000 per month in year three of the Consulting Agreement. In addition, Mr. Brogdon shall receive a success fee of $20,000 for each
completed transaction; provided, however, unless approved by a majority vote of the Board of Directors of the Company, such success fees on a one-year
basis shall not exceed $80,000 in year one, $120,000 in year two and $160,000 in year three of the Consulting Agreement. In addition, no success fee shall
be paid for transactions involving leased facilities or transactions in which the overall consideration is less than $2,500,000. In the event the Consulting
Agreement is terminated by the Company without cause, the Company shall provide severance pay to Mr. Brogdon in an amount equal to 18 months of
Mr. Brogdon's maximum total compensation (including success fees).

On May 6, 2014, the Company and Mr. Brogdon entered into an Amendment to Consulting Agreement (the "Amended Consulting Agreement"), which
amended that certain Consulting Agreement, dated December 31, 2012, between the Company and Mr. Brogdon (the "Original Consulting Agreement"), to
restructure amounts payable to Mr. Brogdon thereunder. As compensation for his services under the Original Consulting Agreement, Mr. Brogdon was
entitled to receive: (i) $10,000 per month in year one of the agreement; (ii) $15,000 per month in year two of the agreement; and (iii) $20,000 per month in
year three of the agreement. The Amended Consulting Agreement eliminated the monthly payments to Mr. Brogdon and instead provides for an aggregate
consulting fee equal to $400,000 (the "Consulting Fee"), paid or payable as described below:

• Under the Amended Consulting Agreement, Mr. Brogdon is entitled to receive a success fee of $25,000 (increased from $20,000 under the Original
Consulting Agreement) for each potential acquisition identified by Mr. Brogdon which the Company completes (the “Success Fee”); provided,
however, that the Success Fee shall not exceed $160,000 in any calendar year without a majority vote of the Board of Directors.

• The fee originally payable to Mr. Brogdon upon termination of the Original Consulting Agreement without cause (approximately $550,000 for such
termination prior to a change of control and approximately $1.1 million for such termination within six months after a change of control) was
eliminated in the Amended Consulting Agreement. Instead, Mr. Brogdon will receive a fee of $500,000 if a change of control occurs on or before
May 1, 2015 (the “Change of Control Fee”) and the Amended Consulting Agreement has not been earlier terminated. If a change of control occurs
after May 1, 2015, then no Change of Control Fee is payable. The Amended Consulting Agreement will terminate immediately upon a change of
control and the unpaid portion of the Consulting Fee, any accrued and unpaid Success Fee and Change of Control Fee (if applicable) will be paid to
Mr. Brogdon upon the closing of the change of control.

On May 6, 2014, the Company paid a one-time payment of $100,000 in respect to the Consulting Fee, with the remainder of the Consulting Fee
payable in monthly payments of $15,000, commencing June 1, 2014, until paid in full. The Amended Consulting Agreement also provided that,
notwithstanding the foregoing, if the Riverchase Village facility (which is owned by an entity which is owned and controlled by Mr. Brogdon and that is our
VIE) was sold prior to September 1, 2014, then the amount of the unpaid Consulting Fee would be reduced by (and offset against) the aggregate principal
balance owed by Mr. Brogdon to the Company under the promissory note executed by Mr. Brogdon in favor of the Company, with any remaining balance of
the
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Consulting Fee owed to Mr. Brogdon to be paid in cash at closing. However, because the sale of the Riverchase Village facility was not completed prior to
September 1, 2014, the balance of the Consulting Fee owed to Mr. Brogdon by the Company in the amount of $255,000 was offset against the remaining
amount owed by Mr. Brogdon to the Company under the promissory note, thereby reducing the principal amount of the promissory note to $268,663 (see
Note 15 - Variable Interest Entity). No success fee was paid to Mr. Brogdon pursuant to the Consulting Agreement in the years ended December 31, 2014 or
December 31, 2013.    

In December 2012, the Company entered into agreements to indemnify Mr. Brogdon with respect to certain personal guarantees Mr. Brogdon
previously made with respect to loans on the Hembree Facility and the Red Rose facility. The Company has agreed to reimburse Mr. Brogdon for any costs,
losses, damages, claims and expenses under the guarantees so long they are not due to Mr. Brogdon's gross negligence, fraud, intentional misrepresentation,
willful misconduct, bad faith or criminal act.

Settlement and Indemnification Agreement.

On March 26, 2015, the Company and certain entities controlled by Christopher Brogdon entered into a Settlement and Indemnification Agreement
with respect to: (i) certain claims made by the Brogdon entities in connection with management and administrative services provided by the Company to the
Brogdon entities under various management agreements; and (ii) certain pending, or threatened, legal proceedings against the Company and certain of its
subsidiaries, and Mr. Brogdon and certain entities controlled by him, including the litigation filed in the District Court of Oklahoma County, State of
Oklahoma and described in Part I, Item 3, “Legal Proceedings” (collectively, and including any unasserted claims arising from the management agreements,
the “Adcare Indemnified Claims”). Pursuant to the Settlement and Indemnification Agreement, the Company agreed to contribute up to $0.6 million towards
the settlement of the litigation, and Mr. Brogdon and the Brogdon entities agree to release the Company from any and all claims arising in connection with
the management agreements and to indemnify the Company with respect to the AdCare Indemnified Claims.

Cantone

In March 2012, the Company issued an unsecured promissory note to Cantone Asset Management LLC in the principal amount of $3.5 million. In
connection with the issuance of the promissory note to Cantone Asset Management LLC, the Company also issued to Cantone Asset Management LLC a
warrant to purchase 300,000 shares of common stock. In April 2012, the Company issued an unsecured promissory note to Cantone Asset Management LLC
in the principal amount of $1.5 million. In July 2012, the Company and Cantone Asset Management LLC refinanced these two promissory notes. The
promissory notes were canceled and terminated in exchange for the issuance by the Company to Cantone Asset Management LLC of an 8% convertible
subordinated note in a principal amount of $5.0 million.

In connection with the issuance of the promissory notes to Cantone Asset Management LLC in March and April of 2012, Cantone Research, Inc.
agreed to provide the Company with certain consulting services for a monthly fee if the Company and Cantone Asset Management LLC (or an affiliated
entity) did not agree to the terms of an additional financing arrangement pursuant to which it (or affiliated entity) would loan to the Company at least $4.0
million for a four-year term. In July 2012, the consulting agreement was revised so as to provide for a certain monthly fee payable to Cantone Research, Inc.
regardless of whether the Company and Cantone Asset Management LLC agreed to an additional financing arrangement. Furthermore, under the terms of the
revised consulting agreement, the Company issued to Cantone Research, Inc. 50,000 shares of common stock and a warrant to purchase 100,000 shares of
common stock. The Company paid to Cantone Research, Inc. $30,000 and $40,000 during 2013 and 2012, respectively, in fees pursuant to the consulting
agreement.

In July 2012 and March 2011, the Company issued and sold to certain accredited investors an aggregate of $7.5 million and $4.5 million in
principle amount of subordinated convertible promissory notes, respectively. In connection with the offerings, Cantone Research, Inc. acted as the exclusive
agent with respect to the private placement of the notes. The Company paid to Cantone Research, Inc. $42,500 and $60,000 to act as the placement agent
pursuant to the July 2012 and March 2011 offerings, respectively.

Park City Capital
  

On March 27, 2014, the Company accepted a Subscription Agreement from Park City Capital Offshore Master, Ltd. (“Park City Offshore”), an
affiliate of Michael J. Fox, pursuant to which the Company issued to Park City Offshore in March 2014 $1.0 million in principal amount of the 2014 Notes.
Mr. Fox is a director of Park City Offshore and a director of the Company and a beneficial owner of 5% of the outstanding common stock. The promissory
note was offered to and sold to Park City Offshore on the same terms and conditions as all other buyers in the offering.
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On March 31, 2015, the Company accepted a Subscription Agreement from Park City Capital Offshore, for 2015 Notes with an aggregate principal
amount of $1.0 million. The 2015 Note was offered to Park City Offshore on the same terms and conditions as all other investors in the offering except the
2015 Note to be issued to Park City Capital Offshore is not subject to any Adjustment for Dilutive Equity Issuances.

Doucet Asset Management, LLC

On February 4, 2015, Doucet Capital, LLC, Doucet Asset Management, LLC, Christopher L. Doucet and Suzette A. Doucet jointly filed with the
SEC a Schedule 13D reporting beneficial ownership of greater than 5% of the common stock.

  
On March 31, 2015, the Company accepted Subscription Agreements from Christopher L. Doucet and Suzette A. Doucet for 2015 Notes with an

aggregate principal amount of $0.3 million. The 2015 Notes were offered to them on the same terms and conditions as all other investors in the offering. With
respect to the offering of 2015 Notes, Institutional Securities Corporation served as the placement agent and Doucet Asset Management, LLC served as the
selected dealer. Institutional Securities Corporation is affiliated with Doucet Asset Management, LLC and is entitled to receive a placement agent fee in the
offering of approximately $0.1 million, assuming payment of all 2015 Notes subscribed for by investors identified by the placement agent.

Other than the items discussed above, there are no other material undisclosed related party transactions. For purposes of the disclosure in this Note 19,
note that (i)Mr. Brogdon is a Director, holds greater than 5% of the outstanding common stock and, during 2012, served as the Company's Chief Acquisition
Officer ; and (ii) Cantone Asset Management LLC and Cantone Research, Inc. are affiliates of Anthony J. Cantone, who filed with the SEC in July 2013 a
Form 4 reporting that he beneficially owned greater than 10% of the outstanding common stock.

NOTE 20. SUBSEQUENT EVENTS

The Company has evaluated all subsequent events through the date the consolidated financial statements were issued and filed with the SEC. The
following is a summary of the material subsequent events.

Debt Modifications

Northwest Amendment

On January 30, 2015, a certain wholly-owned subsidiary of the Company, entered into a Fourth Amendment with Gemino which amended the
Northwest Credit Facility. The Northwest Amendment extends the term of the Northwest Credit Facility from January 31, 2015 to March 31, 2015.

Bonterra Amendment

On January 30, 2015, a certain wholly owned subsidiary of the Company, entered into a Seventh Amendment with Gemino to the Gemino-Bonterra
Credit Facility. The Bonterra Amendment extends the term of the Gemino-Bonterra Credit Facility from January 31, 2015 to March 31, 2015.

Georgetown and Sumter Credit Facility

On January 30, 2015, two wholly-owned subsidiaries of the Company, entered into a Loan Agreement (the "Georgetown and Sumter Credit Facility"),
between Georgetown, Sumter and PrivateBank. The Georgetown and Sumter Credit Facility provides for a $9.3 million principal amount secured credit
facility.

The Georgetown and Sumter Credit Facility matures on September 1, 2016. Interest on the Georgetown and Sumter Credit Facility accrues on the
principal balance thereof at the LIBOR rate plus 4.25%. Interest payments on the note shall be due and payable monthly, beginning on March 1, 2015. The
Georgetown and Sumter Credit Facility is secured by, among other things, an assignment of all rents paid under any existing or future leases and rental
agreements with respect to the Georgetown and Sumter Credit Facility.

The Georgetown and Sumter Credit Facility contains customary events of default, including fraud or material misrepresentation or material omission,
failure to make required payments, and failure to perform or comply with certain agreements. Upon the occurrence of certain events of default, PrivateBank
may terminate the Georgetown and Sumter Credit Facility and all amounts under the Georgetown and Sumter Credit Facility will become due and payable.
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AdCare has unconditionally guaranteed all amounts owing under the Georgetown and Sumter Credit Facility. Proceeds from the Georgetown and
Sumter Credit Facility were used to pay off all amounts outstanding under a separate $9.0 million credit facility with Metro City Bank under which certain
subsidiaries of the Company were borrowers.

Northridge, Woodland Hills and Abington Credit Facility

On February 25, 2015, three wholly-owned subsidiaries of the Company entered into a Loan Agreement (the "Northridge, Woodland Hills and Abington
Credit Facility") with PrivateBank. The Northridge, Woodland Hills and Abington Credit Facility provides for a $12.0 million principal amount secured
credit facility.

The Northridge, Woodland Hills and Abington Credit Facility matures on September 1, 2016. Interest accrues on the principal balance thereof at the
LIBOR rate plus 4.25%. Principal and interest payments on the note shall be due and payable monthly, beginning on March 1, 2015. The facility is secured
by, among other things, an assignment of all rents paid under any existing or future leases and rental agreements with respect to the Northridge, Woodland
Hills and Abington Credit Facility.

AdCare has unconditionally guaranteed all amounts owing under the Northridge, Woodland Hills and Abington Credit Facility. Proceeds from the
Northridge, Woodland Hills and Abington Credit Facility were used to pay off all amounts outstanding under a separate $12.0 million credit facility with
KeyBank under which certain subsidiaries of the Company were borrowers.

Leases and Subleases

Arkansas Subleases

On January 16, 2015, ten wholly-owned subsidiaries (each, an “Aria Sublessor”) of the Company entered into separate sublease agreements pursuant to
which each Aria Sublessor will lease one of ten skilled nursing facilities located in Arkansas, and owned by a subsidiary of AdCare, to a wholly-owned
subsidiary of Aria Health Group, LLC (each, an "Aria Sublessee"), commencing on the first day of the month, subject to, among other things: (i) such Aria
Sublessee’s receipt of all licenses and other approvals from the State of Arkansas to operate such facility; and (ii) approval of the mortgage lender with respect
to such facility. Each sublease agreement is structured as triple net lease wherein the Aria Sublessee is responsible for the day-to-day operation, ongoing
maintenance, taxes and insurance for the duration of the sublease. Pursuant to each sublease agreement, the initial lease term is five years with a five-year
renewal option. The annual rent under all of the sublease agreements in the first year will be $6.5 million in the aggregate, and the annual rent under each
sublease will escalate at 2% each year through the initial term and 3% per year upon renewal. The sublease agreements are cross-defaulted.

In connection with entering into the sublease agreements, each Aria Sublessor and Aria Sublessee also entered into an operations transfer agreement
with respect to the applicable facility, each containing customary terms and conditions.

Georgia Subleases

On January 31, 2015, a wholly-owned subsidiary (“Wellington Sublessor”) of the Company entered into separate sublease agreements pursuant to
which Wellington Sublessor will lease two skilled nursing facilities located in Georgia, to affiliates of Wellington Health Services (each a "Wellington
Sublessee") commencing on April 1, 2015, subject to, among other things, each Wellington Sublessee’s receipt of all licenses and other approvals from the
State of Georgia to operate such facility. The facilities are currently leased by Wellington Sublessor, as tenant, pursuant to a lease agreement dated August 1,
2010 (the "Prime Lease") with William M. Foster, as landlord. Each sublease agreement is structured as triple net lease wherein the Wellington Sublessee is
responsible for the day-to-day operation, ongoing maintenance, taxes and insurance for the duration of the sublease. The initial term of each sublease
agreement will expire on July 31, 2020 coterminous with the Prime Lease. If Wellington Sublessor and landlord agree to extend the term of the Prime Lease,
Wellington Sublessee has the right to extend the term of the sublease agreements through the end of the renewal term of the Prime Lease. The annual rent
under the two sublease agreements in the first year will be $0.3 million in the aggregate, and the annual rent under each sublease will escalate at 1% each year
through the initial term and 2% per year through the renewal term, if any. The sublease agreements are cross-defaulted.

In connection with the sublease agreements, the current licensed operators (wholly-owned subsidiaries of Wellington Sublessor) and the Wellington
Sublessees also entered into operations transfer agreements with respect to the applicable facility, containing customary terms and conditions relating to the
transfer of operations of skilled nursing facilities.

On February 18, 2015, a wholly-owned subsidiary (“College Park Sublessor”) of the Company entered into separate sublease agreements pursuant to
which Sublessor will lease one skilled nursing facility located in Georgia, to affiliates of C.R.
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of College Park, LLC (the "College Park Sublessee") commencing on April 1, 2015, subject to, among other things, the College Park Sublessee's receipt of all
licenses and other approvals from the State of Georgia to operate such facility. The sublease agreement is structured as triple net lease wherein the Sublessee
is responsible for the day-to-day operation, ongoing maintenance, taxes and insurance for the duration of the sublease. The initial term of the sublease
agreement will expire on April 30, 2020 and has a five year renewal option. The annual rent under the sublease agreement in the first year will approximate
$0.6 million annually, and the annual rent will escalate at $12 thousand annually through the lease term.

In connection with the sublease agreements, the current licensed operator (wholly-owned subsidiary of College Park Sublessor) and the College Park
Sublessee also entered into an operations transfer agreement with respect to the applicable facility, containing customary terms and conditions relating to the
transfer of operations of skilled nursing facilities.

On February 18, 2015, a wholly-owned subsidiary (“Autumn Breeze Sublessor”) of the Company entered into separate sublease agreements pursuant to
which Sublessor will lease one skilled nursing facility located in Georgia, to affiliates of C.R. of Autumn Breeze, LLC (the "Autumn Sublessee") commencing
on April 1, 2015, subject to, among other things, the Autumn Breeze Sublessee's receipt of all licenses and other approvals from the State of Georgia to
operate such facility. The sublease agreement is structured as triple net lease wherein the Sublessee is responsible for the day-to-day operation, ongoing
maintenance, taxes and insurance for the duration of the sublease. The initial term of the sublease agreement will expire on April 30, 2020 and has a five year
renewal option. The annual rent under the sublease agreement in the first year will approximate$0.8 million annually, and the annual rent will escalate at $12
thousand annually through the lease term.

In connection with the sublease agreements, the current licensed operator (wholly-owned subsidiary of Autumn Breeze Sublessor) and the Autumn
Breeze Sublessee also entered into an operations transfer agreement with respect to the applicable facility, containing customary terms and conditions
relating to the transfer of operations of skilled nursing facilities.

On March 17, 2015, a wholly-owned subsidiary (“LaGrange Sublessor”) of the Company entered into separate sublease agreements pursuant to which
Sublessor will lease one skilled nursing facility located in Georgia, to affiliates of C.R.of LaGrange, LLC (the "LaGrange Sublessee") commencing on April 1,
2015, subject to, among other things, the LaGrange Sublessee's receipt of all licenses and other approvals from the State of Georgia to operate such facility.
The facilities are currently leased by LaGrange Sublessor, as tenant, pursuant to a lease agreement dated August 1, 2010 (the "Prime Lease") with William M.
Foster, as landlord. The sublease agreement is structured as triple net lease wherein the Sublessee is responsible for the day-to-day operation, ongoing
maintenance, taxes and insurance for the duration of the sublease. The initial term of the sublease agreement will expire on July 31, 2020 coterminous with
the Prime Lease. If LaGrange Sublessor and landlord agree to extend the term of the Prime Lease, LaGrange Sublessee has the right to extend the term of the
sublease agreements through the end of the renewal term of the Prime Lease. The annual rent under the sublease agreement in the first two years will
approximate $1.0 million annually, and the annual rent will escalate at 3.0% annually through the lease term.

In connection with the sublease agreements, the current licensed operators (wholly-owned subsidiaries of LaGrange Sublessor) and the LaGrange
Sublessee also entered into an operations transfer agreement with respect to the applicable facility, containing customary terms and conditions relating to the
transfer of operations of skilled nursing facilities.

North Carolina and South Carolina Subleases

On February 25, 2015, two wholly-owned subsidiaries (each, a “Symmetry Healthcare Sublessor”) of the Company entered into separate sublease
agreements pursuant to which each Symmetry Healthcare Sublessor will lease one skilled nursing facility located in North Carolina and South Carolina
respectively, and owned by a subsidiary of AdCare, to a wholly-owned subsidiary of Symmetry Healthcare Management (each, a "Symmetry Healthcare
Sublessee"), commencing on May 1, 2015, subject to, among other things: (i) such Symmetry Healthcare Sublessee’s receipt of all licenses and other
approvals from the states of North Carolina and South Carolina to operate such facility respectively; and (ii) approval of the mortgage lender with respect to
such facility. Each sublease agreement is structured as triple net lease wherein the Symmetry Healthcare Sublessee is responsible for the day-to-day operation,
ongoing maintenance, taxes and insurance for the duration of the sublease. Pursuant to each sublease agreement, the initial lease term is fifteen years with a
five-year renewal option. The annual rent under all of the sublease agreements in the first year will be $1.8 million in the aggregate, and the annual rent under
each sublease will escalate at 3% each year through the initial term and upon renewal. The sublease agreements are cross-defaulted.

In connection with entering into the sublease agreements, each Symmetry Healthcare Sublessor and Symmetry Healthcare Sublessee also entered into
an operations transfer agreement with respect to the applicable North Carolina and South Carolina facilities, each containing customary terms and conditions.

Third Amendment to Letter Agreement
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On March 25, 2015, AdCare and certain of its subsidiaries entered into a third amendment to the Letter Agreement, as amended (the “Letter Agreement
Third Amendment”), with Mr. Brogdon and entities controlled by him, pursuant to which Riverchase and the Company agreed to amend the promissory notes
issued by Riverchase to the Company to: (i) increase the principal amount due under the promissory note issued by Riverchase to the Company by any
additional real property tax payments made by the Company with respect to the Riverchase Village facility and (ii) to state that such promissory note would
not bear interest.

The Letter Agreement Third Amendment amended the Letter Agreement to provide a schedule for the payment to the Company of the net sales
proceeds resulting from a sale of the Riverchase Village facility to a third-party purchaser. The net sales proceeds from such sale shall be distributed to the
Company as follows: (i) an amount sufficient to satisfy all amounts due and owing under the promissory note issued by Riverchase to the Company; (ii) one-
half of the then remaining net sales proceeds; (iii) an amount sufficient to satisfy the amounts due and owing under the promissory note issued by Mr.
Brogdon to the Company; and (d) the then remaining balance of net sales proceeds.

In connection with the Letter Agreement Third Amendment, the Company and Mr. Brogdon agreed to amend the promissory note issued by Mr.
Brogdon to the Company. Pursuant to this amendment, the principal balance plus any accrued interest under the promissory note issued by Mr. Brogdon to
the Company shall be due and payable on the earlier of: (i) December 31, 2015; or (ii) the closing of the sale of the Riverchase Village facility.

Subordinated Convertible Notes Issued in 2015 (the "2015 Notes")

On March 31, 2015, the Company privately placed $8.5 million of Convertible Subordinated Notes Due April 30, 2017 (the “2015 Notes”). The 2015
Notes pay 10% interest per annum and are convertible into shares of the Company’s common stock at $4.25 per share. The net proceeds from the placement
will be used to refinance the 2014 Notes and for general corporate purposes, see Part II, Item 9B - Other Information.

Disposition Agreements

In March 2015, the Company entered into an asset purchase agreement to sell Companions Specialized Care Center, a 102-bed skilled nursing facility
located in Tulsa, Oklahoma. Closing is expected after completion of customary closing conditions.

Legal Settlement

On March 30, 2015, a settlement agreement was executed to settle all claims for a lump sum payment of $2.0 million. Under the settlement agreement,
the Company is to pay $0.6 million to the plaintiffs with the balance thereof to be paid by two of the Company's insurance carriers. The Company and the
other defendants in the matter deny all of the Plaintiff's claims and any wrongdoing but agreed to settle the matter to avoid the continued expense and
unpredictability of litigation. For a further description of this legal proceeding, see Note 16 - Commitments and Contingencies - "Legal Matters".

134

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Table of Contents

Item 9.    Changes In and Disagreements With Accountants on Accounting and Financial Disclosure

None.

Item 9A.    Controls and Procedures

Evaluation of Disclosure Controls and Procedures

        We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our reports filed pursuant to the
Exchange Act is recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC and that such information
is accumulated and communicated to our management, including our Chief Executive Officer and Chief Accounting Officer (who is our principal financial
officer), as appropriate, to allow for timely decisions regarding required disclosure. In designing and evaluating the disclosure controls and procedures,
management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the
desired control objectives, and management is required to apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures.

        Our management, with the participation of our Chief Executive Officer and Chief Accounting Officer (who is our principal financial officer), has
evaluated the effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of
the end of the period covered by this Annual Report (the "Evaluation Date"). Based on such evaluation, our Chief Executive Officer and Chief Accounting
Officer (who is our principal financial officer), have concluded that, as of the Evaluation Date, our disclosure controls and procedures are effective.

Management's Report on Internal Control Over Financial Reporting

        Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rules 13a-15(f) and
15d-15(f) under the Exchange Act. Our internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles.

        Management evaluated the effectiveness of our internal control over financial reporting as of December 31, 2014. In making this evaluation,
management used the framework and criteria set forth in the report entitled Internal Control—Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission ("COSO"). The COSO framework summarizes each of the components of a company's internal control
system, including: (i) the control environment, (ii) risk assessment, (iii) control activities, (iv) information and communication and (v) monitoring. Based on
this evaluation, management concluded that the Company maintained effective internal control over financial reporting as of December 31, 2014.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree
of compliance with the policies or procedures may deteriorate. A control system, no matter how well designed and operated, can provide only reasonable, but
not absolute, assurance that the control system's objectives will be met. The design of a control system must reflect the fact that there are resource constraints,
and the benefit of controls must be considered relative to their costs.

This Annual Report does not include an attestation report of our independent registered public accounting firm regarding internal control over
financial reporting. Management's report was not subject to attestation by our independent registered public accounting firm pursuant to the rules of the SEC
that permit us to provide only management's report in this Annual Report.

Changes in Internal Control over Financial Reporting

There have not been any changes in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the
Exchange Act) during the fourth fiscal quarter of 2014 that have materially affected, or are reasonably likely to materially affect, our internal control over
financial reporting.

Item 9B.    Other Information

10% Convertible Subordinated Notes Due April 30, 2017 (the “2015 Notes”)

On March 31, 2015, the Company entered into Subscription Agreements with certain accredited investors pursuant to which the Company accepted
subscriptions for an aggregate of $8,500,000 in principal amount of the Company’s 10% Convertible S
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ubordinated Notes Due April 30, 2017. In connection therewith, the Company issued $1,685,000 in principal amount of 2015 Notes on March 31, 2015, and
will issue 2015 Notes for the remaining principal amount of the accepted subscriptions on or before April 30, 2015, upon receipt of payment thereof. The
2015 Notes bear interest at 10.0% per annum and such interest is payable quarterly in cash in arrears beginning on June 30, 2015. The 2015 Notes mature on
April 30, 2017. The 2015 Notes are unsecured and subordinated in right of payment to existing and future senior indebtedness of the Company.

The 2015 Notes are convertible at the option of the holder into shares of common stock at an initial conversion price equal to $4.25 per share. If, prior
to September 30, 2015, the Company issues or sells any shares of common stock or common stock equivalents (excluding certain excluded securities, as
defined in the 2015 Notes) for a consideration per share (the “New Issuance Price”) less than the conversion price then in effect immediately prior to such
issuance or sale, then immediately after such issuance or sale the conversion price then in effect shall be reduced to an amount equal to the New Issuance
Price (an “Adjustment for Dilutive Issuances”). Notwithstanding the foregoing, no Adjustment for Dilutive Issuances shall be effected to the extent it would
cause the number of shares of common stock issued, plus the number of shares of common stock issuable, in respect of all 2015 Notes in the aggregate to
exceed 3,850,405 shares of common stock. In addition, the conversion price will be subject to adjustment for any subdivision (by stock dividend, stock split
or similar corporation action) or combination (by reverse stock split or similar corporate action) of the common stock.

The Company may prepay at any time, without penalty, upon 60 days prior notice, any portion of the outstanding principal amount and accrued and
unpaid interest thereon with respect to any 2015 Note; provided, however, that: (i) the shares of common stock issuable upon conversion of any 2015 Note
which is to be so prepaid must be: (a) registered for resale under the Securities Act; or (b) otherwise sellable under Rule 144 of the Securities Act without
volume limitations thereunder; (ii) at any time after the issue date of such 2015 Note, the volume-weighted average price of the common stock for ten
consecutive trading days has equaled or exceeded 125% of the then-current conversion price; and (iii) such prepayment may not be effected prior to March
31, 2016.

The holders holding a majority of the outstanding principal amount with respect to all the 2015 Notes may require the Company to redeem all or any
portion of the 2015 Notes upon a change of control (as defined in the 2015 Notes) for a redemption price equal to the outstanding principal amount to be
redeemed plus all accrued and unpaid interest thereon. In addition, upon a change of control, the Company may redeem all or any portion of the 2015 Notes
for a redemption price equal to the outstanding principal amount to be redeemed plus all accrued and unpaid interest thereon.

During the existence and continuance of an event of default under a 2015 Note, the outstanding principal amount of such 2015 Note shall incur interest
at a rate of 14% per annum, and the holder of such 2015 Note may require the Company to redeem all or any portion of such 2015 Note at a redemption price
in cash equal to the outstanding principal amount to be redeemed plus all accrued and unpaid interest thereon. An “event of default,” with respect to a 2015
Note includes: (i) the Company’s failure to pay to the holder of such 2015 Note any amount of principal or interest by the 7th business day following the date
when due under such 2015 Note; and (ii) specific events of bankruptcy, insolvency, reorganization or liquidation.

On March 31, 2015, the Company also entered into a Registration Rights Agreement with the investors pursuant to which the Company has agreed to
file, no later than April 30, 2015, a registration statement with the SEC to register the resale of the shares of common stock issuable upon conversion of the
2015 Notes and to use the Company’s best efforts to cause such registration statement to become effective as soon as practicable after filing.

The 2015 Notes were issued without registration under the Securities Act in reliance upon the exemption from registration set forth in Rule 506(b) of
Regulation D promulgated pursuant to Section 4(a)(2) of the Securities Act. The Company based such reliance upon representations made by each investor to
the Company regarding lack of general solicitation and such investor’s investment intent, sophistication and status as an “accredited investor,” as defined in
Regulation D, among other things.

In connection with the offering, Institutional Securities Corporation, the placement agent in the offering, is entitled to receive from the Company a
placement agent fee of approximately $146,000 (assuming payment of all 2015 Notes subscribed for by investors identified by the placement agent).
Institutional Securities Corporation is affiliated with Doucet Asset Management, LLC, a greater than 5% beneficial owner of the common stock. See Part III,
Item 12, “Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters” and Part III, Item 13, “Certain Relationships
and Related Transactions and Director Independence.”

In the offering, the Company accepted Subscription Agreements from certain related parties. See Part III, Item 13, “Certain Relationships and Related
Transactions and Director Independence.”

Appointment of President and Chief Financial Officer
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On March 25, 2015, the Board appointed Allan J. Rimland to serve as the Company’s President and Chief Financial Officer, effective April 1, 2015.

In connection with Mr. Rimland’s appointment, the Company and Mr. Rimland executed an employment agreement, effective as of April 1, 2015,
pursuant to which the Company will employ Mr. Rimland as its President and Chief Financial Officer on the following terms: (i) the Company will pay to Mr.
Rimland an annual base salary of $250,000, subject to increase by the Compensation Committee; (ii) Mr. Rimland will be eligible to earn an annual bonus
based on achievement of performance goals established by the Compensation Committee of up to 100% of his base salary; and (iii) the Company will
provide Mr. Rimland with such other benefits as other senior executives of the Company receive. Pursuant to the employment agreement, the Company will
employ Mr. Rimland for an initial term of three years, subject to automatic consecutive renewal terms of one year unless notice of non−renewal is provided
pursuant to the employment agreement.

In connection with Mr. Rimland’s employment, the Company will grant to Mr. Rimland on April 1, 2015: (i) pursuant to the Company’s 2011 Stock
Incentive Plan, 125,000 shares of restricted common stock (the “Restricted Stock Award”), which shall vest as to one-third of the shares on each of the three
subsequent anniversaries of the grant date; and (ii) a ten-year warrant to purchase 275,000 shares of common stock (the “Warrant”), with an exercise price per
share equal to $4.25 (the “Warrant Shares”). The Warrant shall vest as to one-third of the Warrant Shares on each of the three subsequent anniversaries of the
grant. The vesting of the Restricted Stock Award and the Warrant will accelerate upon termination of Mr. Rimland’s employment (other than a termination by
the Company for cause or by Mr. Rimland without good reason). Under the employment agreement, the Company also will pay to Mr. Rimland an additional
bonus during each applicable year to reimburse him for any state and federal income tax liability he incurs as a result of the vesting of the Restricted Stock
Award (whether by the passage of time or upon acceleration of vesting), which bonus amount shall be “grossed up” to compensate Mr. Rimland for the
additional tax liability of such bonus.

If Mr. Rimland is terminated for cause, then he shall receive any accrued but unpaid salary through his termination date. If Mr. Rimland terminates his
employment without good reason, then he shall receive any accrued but unpaid salary through his termination date and any earned but unpaid bonus
amounts with respect to the preceding completed fiscal year.

In the event that: (i) Mr. Rimland is terminated without cause; (ii) Mr. Rimland terminates his employment for good reason; (iii) Mr. Rimland is
terminated in a change of control termination; or (iv) the Company declines to renew the employment agreement after its initial term or any subsequent term,
then: (a) Mr. Rimland will receive a lump sum amount equal to two times his then−current base salary; (b) the Restricted Stock Award and the Warrant shall
automatically accelerate so as to be fully vested as of his termination date; and (c) Mr. Rimland will be reimbursed for monthly premiums paid by him under
the Consolidated Omnibus Budget Reconciliation Act of 1985 for up to 18 months. In the event Mr. Rimland is terminated due to his death or disability, Mr.
Rimland (or his estate or beneficiaries, as the case may be) shall receive a lump sum severance payment equal to all accrued and unpaid salary through the
date of termination plus a pro-rata bonus payment amount calculated as the product of any bonus Mr. Rimland would have earned for the fiscal year times a
fraction representing the portion of the year he was employed prior to such termination.

For purposes of the employment agreement, the terms “cause,” “good reason” and a “change of control termination” have the same meanings as such
terms are defined in the Employment Agreement between the Company and William McBride, III, the Company’s Chief Executive Officer and Chairman of
the Board. See Part III, Item 11, “Executive Compensation - Employment Agreements with Current Officers - William McBride, III.”

The Warrant was issued as an inducement to Mr. Rimland’s employment with the Company. The Warrant and the Warrant Shares issuable upon exercise
of the Warrant will be issued without registration under the Securities Act, pursuant to an exemption from the registration requirements of the Securities Act
afforded by Section 4(a)(2) thereof. The Company relied upon such exemption because, among other things, the issuance of the Warrant was an isolated
private transaction by the Company which did not involve a public offering and did not involve any general solicitation or general advertising.

From 2011 through February 2015, Mr. Rimland, age 52, served as a Managing Director at Stephens Inc., a financial services firm, within its Investment
Banking Group. In part, Mr. Rimland was responsible for originating and leading mergers and acquisitions and capital raising transactions for healthcare
services clients. During the three years prior to working at Stephen Inc., Mr. Rimland was a Managing Director at JMP Securities LLC, an investment bank,
where he served as Co-Head of its Healthcare Services and IT Investment Banking Group. At JMP Securities, LLC, Mr. Rimland focused on mergers and
acquisitions and public and private equity capital raising for healthcare services clients.

Resignation of Director
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On March 25, 2015, Peter Hackett, a member of the Board, notified the Board that he was resigning from the Board effective April 1, 2015.

Amendment to Employment Agreement

On March 25, 2015, the Company and William McBride, III (the Company’s Chief Executive Officer and Chairman of the Board) entered into an
amendment to his employment agreement, dated October 10, 2014. The amendment modified the employment agreement to: (i) provide that Mr. McBride’s
base salary would not be reduced in the second year of the employment agreement but would continue to be $300,000 per year; and (ii) clarify that the
Company will pay to Mr. McBride an additional bonus during each applicable year to reimburse him for any state and federal income tax liability he incurs
as a result of the vesting of the awards of restricted common stock granted under the 2011 Stock Incentive Plan and in accordance with the employment
agreement (whether by the passage of time or upon acceleration of vesting), which bonus amount shall be “grossed up” to compensate Mr. McBride for the
additional tax liability of such bonus.

Issuance of Other Unregistered Securities

Between March 21, 2015 and March 25, 2015, the Company issued to holders of the Company’s warrants dated, April 1, 2012, 128,125 shares of
common stock upon exercise thereof. The warrants had an exercise price of $3.81 per share. The shares of common stock issuable upon exercise of the
warrants were issued pursuant to the exemption from the registration requirements of the Securities Act afforded by Section 4(a)(2) thereof. The Company
relied upon such exemption based upon the private nature of the transaction, the lack of general solicitation and representations made by each such holder
regarding, among other things, the holder’s sophistication and access to information about the Company. The Company received proceeds from the exercise
of the warrants of approximately $0.5 million.

On March 27, 2015, the Company issued to holders of the Company’s warrants, dated March 30, 2012, 315,000 shares of common stock upon exercise
thereof. The warrants had an exercise price of $3.81 per share. The shares of common stock issuable upon exercise of the warrants were issued pursuant to the
exemption from the registration requirements of the Securities Act afforded by Section 4(a)(2) thereof. The Company relied upon such exemption based upon
the private nature of the transaction, the lack of general solicitation and representations made by each such holder regarding, among other things, the holder’s
sophistication and access to information about the Company. The Company received proceeds of approximately $1.2 million.

 
Other

On March 30, 2015, the Company, Christopher Brogdon (a director of the Company and greater than 5% beneficial owner of the common stock) and
entities controlled by Mr. Brogdon, and Boyd P. Gentry (the Company’s former Chief Executive Officer) entered into the Clanton Settlement Agreement and
a related agreement with two of the Company’s insurance carriers. For information regarding these agreements, see Part I, Item 3, “Legal Proceedings.”

On March 26, 2015, the Company and Christopher Brogdon, and certain entities controlled by Mr. Brogdon, entered into a Settlement and
Indemnification Agreement. For information with respect to this agreement, see Part III, Item 13, “Certain Relationships and Related Transactions and
Director Independence - Settlement and Indemnification Agreement.”

For a description of certain leases and subleases entered into by the Company in connection with its transition to a facilities holding company, see Note
20 - Subsequent Events, in Part II, Item 8., "Financial Statements and Supplementary Data.”
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PART III

Our website address is www.adcarehealth.com. You may obtain free electronic copies of our annual reports on Form 10-K, quarterly reports on Form 10-
Q, current reports on Form 8-K, and all amendments to those reports from the investors section of our website. These reports are available on our website as
soon as reasonably practicable after we electronically file them with the SEC. These reports should also be available through the SEC's website at
www.sec.gov.

The charters for the Compensation Committee, the Audit Committee and the Nominating and Corporate Governance Committee are available in the
corporate governance subsection of the investors section of our website, www.adcarehealth.com, and are also available in print upon written request to the
Corporate Secretary, AdCare Health Systems, Inc., 1145 Hembree Road, Roswell, Georgia 30076.

Item 10.    Directors, Executive Officers and Corporate Governance.

Executive Officers and Directors

The following table sets forth certain information with respect to our executive officers and directors.

Name  Age  Position  
Expiration of Term as a

Director

William McBride, III  54  Director, Chairman, President and Chief Executive Officer  2017
Sheryl A. Wolf  52  Senior Vice President, Controller and Chief Accounting Officer  N/A
Christopher Brogdon  66  Director  2017
Michael J. Fox  37  Director  2017
Peter J. Hackett  77  Director  2016
Brent Morrison  38  Director  2016
Philip S. Radcliffe  77  Director  2015
David A. Tenwick  77  Director  2015

Directors are elected at the annual meeting of shareholders and hold office for a term of three (3) years or until their successors have been duly elected
and qualified. All executive officers serve at the discretion of the Board of Directors, subject to applicable employment agreements. See Part III, "Item 11.
Executive Compensation—Employment Agreements with Current Officers."

As disclosed previously in this Annual Report, the Board has appointed Allan J. Rimland as the Company’s Chief Financial Officer and President
effective April 1, 2015. See Part III, Item 9B., “Other Information - Appointment of President and Chief Financial Officer.”

Biographical information with respect to each of our directors and executive officers is set forth below.

William McBride, III.    Mr. McBride has served as an advisor and the Company's Chief Executive Officer since October 2014 and as Chairman of the
Board since March 25, 2015. Mr. McBride also served as the Company’s President from October 2014 and through March 2015. From 2002 until October
2014, Mr. McBride served as the principal and owner of Santa Barbara Aircraft Management and Coastal Aircraft Maintenance, which provided management
and maintenance services for turbine aircraft. From 1994 to 2000, Mr. McBride was employed by Assisted Living Concepts, a publicly-traded assisted living
company, ultimately serving as its Chairman and Chief Executive Officer. From 1992 to 1997, Mr. McBride served as the President and Chief Operating
Officer and as a Director of LTC Properties, a real-estate investment trust. Mr. McBride has previously served on the Board of Directors of Malan Realty
Properties, a publicly-traded commercial property real estate investment trust. Mr. McBride's expertise and leadership of publicly-traded healthcare
companies and real estate investment trusts provide experience that the Board of Directors considers valuable.

Sheryl A. Wolf.   Ms. Wolf has served as the Company's Vice President, Controller and Chief Accounting Officer since April 2013 and Senior Vice
President, Controller and Chief Accounting Officer since October 2014. Ms. Wolf has more than 27 years of experience in finance and accounting and has
held the role of Controller and Chief Accounting Officer since July 2013. From 2011 until July 2013, Ms. Wolf was employed by The Intersect Group and
served as a Consulting Director. Ms. Wolf was employed by Fresenius Medical Care from 2009 to 2010, a publicly held health care company and served as its
Vice President of Finance. From 2005 to 2008, Ms. Wolf was employed by Feldman Mall Properties, Inc., a publicly held real estate investment trust and
served as its Senior Vice President and Chief Accounting Officer. From 1991 to 2005, Ms. Wolf was employed by Brookdale Living Communities, Inc., a
publicly held long-term health care services provider and served as its
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Vice President, Controller. Ms. Wolf holds a B.A. in Accounting from Aurora University and a M.B.A. from Northern Illinois University.

Christopher Brogdon.    Mr. Brogdon has served as a director since September 2009. Mr. Brogdon served as the Company's Vice-Chairman from
September 2009 to March 2015 and as the Company's Chief Acquisitions Officer from September 2009 through December 2012. Mr. Brogdon has been
primarily responsible for directing the Company's acquisition strategy. Mr. Brogdon brings to AdCare more than 20 years of experience in the nursing home,
assisted living and retirement community. Mr. Brogdon currently also serves as a director and President of Global Healthcare REIT, Inc., which owns skilled
nursing facilities which are leased to third party operators and which is a reporting company under the Exchange Act. Since 1998, Mr. Brogdon has owned
and operated Brogdon Family LLC which owns and operates nursing homes, assisted living facilities and restaurants. Mr. Brogdon previously served as
Chairman of the Board of NYSE-listed Retirement Care Associates and Chairman of the Board of NASDAQ-listed Contour Medical. Mr. Brogdon's extensive
background with public companies and his experience in nursing home development, acquisitions and mergers as well as his experience in financing those
activities provides experience the Board of Directors considers valuable.

Michael J. Fox.    Mr. Fox has served as a director since October 2013. Mr. Fox is the Chief Executive Officer of Park City Capital, LLC ("Park City"),
an equity hedge fund he founded in June 2008. From 2000 to 2008, Mr. Fox worked at J.P. Morgan Securities, where he served as a Senior Analyst and Vice
President. In this position, Mr. Fox served as the head of JPMorgan's Business Services Equity Research Group that covered 16 companies, including
commercial real estate services, construction services, uniform rental services and staffing services. Mr. Fox received his Bachelor of Business Administration
(BBA) degree from Texas Christian University. Mr. Fox's expertise and background in the financial and equity markets and his involvement in researching
the commercial real estate industry provide experience that the Board of Directors considers valuable.

Peter J. Hackett.    Mr. Hackett has served as a director since May 2005, although Mr. Hackett has resigned from the Board effective April 1, 2015.
Mr. Hackett is a certified public accountant who received his B.A. degree from the University of Notre Dame and his M.A. degree from The Ohio State
University in 1959 and 1965, respectively. Mr. Hackett worked as an auditor and was a stockholder in the accounting firm of Clark, Schaefer, &
Hackett & Co. from 1962 to 2003. Mr. Hackett served as the Chief Executive Officer of Clark, Schaefer, & Hackett & Co. from 1991 to 1999 and was
Chairman from 1999 to 2003. Since 2003 until present, Mr. Hackett has acted as a consultant for Clark, Schaefer, & Hackett & Co. Mr. Hackett is a member of
the American Institute of Certified Public Accountants and the Ohio Society of Certified Public Accountants. Mr. Hackett was a member of the board of
directors of Mercy Medical Center from 1972 to 1995. Mr. Hackett is also involved in numerous civic and charitable affiliations in the Springfield, Ohio area.
Mr. Hackett's extensive financial and auditing background provides experience the Board of Directors considers valuable.

Brent Morrison.    Mr. Morrison, CFA, has served as a director since October 2014. Mr. Morrison is currently the Managing Director of Zuma Capital
Management LLC, a position he has held since 2012. Prior thereto, Mr. Morrison was the Senior Research Analyst at the Strome Group, a private investment
firm, from 2009 to 2012, a Research Analyst at Clocktower Capital, LLC, a global long/short equity hedge fund based in Beverly Hills, California, from 2007
to 2009 and a Vice President of Wilshire Associates, a financial consulting firm, from 1999 to 2007. Mr. Morrison's expertise and background in the financial
and equity markets provide experience that the Board of Directors considers valuable.

Philip S. Radcliffe.    Mr. Radcliffe has served as a director since our organization was founded in August 1991. Mr. Radcliffe has spent his career in the
industrial computer industry. Through the 1960s, Mr. Radcliffe was employed by IBM and then The Westinghouse Electric Company in their Computer and
Instruments Division. Mr. Radcliffe next became an entrepreneur and participated in the startup of an industrial systems integration supplier. Mr. Radcliffe
served as the Chief Financial Officer of this company and led the effort in the company becoming public and directed all SEC reporting requirements. In
1980, Mr. Radcliffe started his own virtual company in the Washington, DC area providing turnkey data acquisition and control systems to industry and the
government. Since 1992, Mr. Radcliffe has assisted several early-stage high-tech companies in developing their business plan, locating funds and providing
oversight and mentoring. Since 1970, Mr. Radcliffe has served on the boards of directors of several private and public companies. Mr. Radcliffe has served as
a mentor for the Dingman School of Entrepreneurship, affiliated with the University of Maryland School of Business. Mr. Radcliffe received his Bachelor's
Degree from Baldwin Wallace College in 1959. Mr. Radcliffe's expertise and background in founding and advising start-up companies and helping them
transition to public SEC reporting companies provides experience the Board of Directors considers valuable.

David A. Tenwick.    Mr. Tenwick is our founder and has served as a director since our organization was founded in August 1991. Mr. Tenwick also
served as Chairman of the Board since our founding and through March 2015. Prior to our founding, Mr. Tenwick was an independent business consultant
from 1982 to 1990. In this capacity, he has served as a director and an officer of several businesses, including Douglass Financial Corporation, a surety
company, and AmeriCare Health & Retirement, Inc., a long-term care management company. From 1967 until 1982, Mr. Tenwick was a director and an officer
of
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Nucorp Energy, Inc., a company which he co-founded. Nucorp Energy was a public company that invested in oil and gas properties and commercial and
residential real estate. Prior to founding Nucorp Energy, Mr. Tenwick was an enforcement attorney for the SEC. Mr. Tenwick is a member of the Ohio State
Bar Association and was a founding member of the Ohio Assisted Living Association, an association that promotes high quality assisted living throughout
the State of Ohio. Mr. Tenwick earned his Bachelor of Business Administration and Juris Doctor (J.D.) degrees from the University of Cincinnati in 1960 and
1962, respectively. Mr. Tenwick's tenure with the Company and legal and business background provide experience the Board of Directors considers
valuable.

Arrangements with Directors Regarding Election/Appointment

William McBride, III. Pursuant the employment agreement the Company has entered into with Mr. McBride, the Board appointed Mr. McBride to the
Board as a Class I director in October 2014, to serve until the Company’s Annual Meeting of Shareholders to be held in 2017, or until his successor is duly
elected and qualified or until his earlier death, resignation or removal. The Company has agreed, subject to applicable law, regulation and the Company’s
organizational documents, to continue to nominate Mr. McBride as a director throughout the term of his employment.

Michael J. Fox. On October 1, 2013, we entered into a letter agreement (the “Fox Agreement”) with Park City and Mr. Fox. Pursuant to the Fox
Agreement, effective October 1, 2013, the Board of Directors increased the size of the Board of Directors from nine to ten members and appointed Mr. Fox as
a director of the Company to fill the vacancy created thereby for a term that expired at the 2013 Annual Meeting of Shareholders. We also agreed: (i) to
include Mr. Fox in our slate of nominees for election as a Class I director at the 2013 Annual Meeting of Shareholders held on December 12, 2013 to hold
office until the 2014 Annual Meeting of Shareholders; and (ii) to use our reasonable best efforts to cause the re-election of Mr. Fox to the Board of Directors
as a Class I director at the 2013 Annual Meeting of Shareholders.

Pursuant to the Fox Agreement, for so long as Mr. Fox serves on the Board of Directors as a nominee of the Board of Directors, Park City shall take such
action as may be required so that all of the capital stock of the Company which is entitled to vote generally in the election of directors (the “Voting
Securities”) and is beneficially owned by Park City, or any person who, within the meaning of Rule 12b-2 under the Exchange Act, is “controlling,”
“controlled by” or “under common control with” Park City (the “Park City Group”), is voted in favor of each of the Board of Directors' nominees to the Board
of Directors at any and all meetings of our shareholders or at any adjournment or postponement thereof or in any other circumstance in connection with
which a vote, consent or other approval of holders of Voting Securities is sought with respect to the election of any nominee to the Board of Directors.

In addition, for so long as Mr. Fox serves on the Board of Directors as a nominee of the Board of Directors, Park City will not do or agree or commit to
do (or encourage any other person to do or agree or commit to do) and will not permit any member of the Park City Group or any affiliate or associate thereof
to do or agree or commit to do (or encourage any other person to do or agree or commit to do) any of the following:

(i)  solicit proxies or written consents of shareholders with respect to any Voting Securities, or make, or in any way participate in, any solicitation of any
proxy to vote any Voting Securities (other than as conducted by us), or become a participant in any election contest with respect to us;

(ii)  seek to call, or request the call of, a special meeting of shareholders or seek to make, or make, any shareholder proposal at any meeting of
shareholders that has not first been approved in writing by the Board of Directors;

(iii)  make any request or seek to obtain, in any fashion that would require public disclosure by us, Park City or their respective affiliates, any waiver or
amendment of any provision of the Fox Agreement or take any action restricted thereby; and

(vi)  except as permitted by the Fox Agreement, make or cause to be made any statement or announcement that constitutes an ad hominem attack on us
or our officers or directors in any document or report filed with or furnished to the SEC or any other governmental agency or in any press release or other
publicly available format.

Furthermore, pursuant to the Fox Agreement, for so long as Mr. Fox serves on the Board of Directors as a nominee of the Board of Directors, Mr. Fox
agrees to comply with all applicable policies and guidelines of the Company and, consistent with his fiduciary duties and his obligations of confidentiality
as a member of the Board of Directors, to refrain from communicating to anyone any nonpublic information about us that he learns in his capacity as a
member of the Board of Directors (which agreement shall remain in effect after Mr. Fox leaves the Board of Directors). Notwithstanding the foregoing,
Mr. Fox may communicate such information to any member of the Park City Group who agrees to be bound by the same confidentiality restrictions
applicable to Mr. Fox, provided that Mr. Fox shall be liable for any breach of such confidentiality by any such member. In addition, Mr. Fox has confirmed
that each of the other members of the Park City Group has agreed not to trade in any of our securities while in possession of any nonpublic material
information about us if and to the extent doing so would be
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in violation of applicable law or, without the prior written approval of the Board of Directors, to trade in any of our securities during any blackout period
imposed by us.

Audit Committee of the Board of Directors

The Company has a separately designated Audit Committee which was established in accordance with Section 3(e)(58)(A) of the Exchange Act. The
Audit Committee has the responsibility of reviewing our financial statements, evaluating internal accounting controls, reviewing reports of regulatory
authorities and determining that all audits and examinations required by law are performed. The Audit Committee also approves the appointment of the
independent registered public accounting firm for the next fiscal year, approves the services to be provided by such firm and the fees for such services,
reviews and approves the audit plans, reviews and reports upon various matters affecting the independence of the independent registered public accounting
firm and reviews with it the results of the audit and management's responses.

The Audit Committee was established in 1995, and its charter was adopted in December 2005. From January 1, 2014, through January 3, 2015, the
Audit Committee was comprised of Messrs. Hackett and Radcliffe and Larry E. Sturtz (who resigned from the Board effective January 3, 2015). Mr. Morrison
was appointed as a member of the Audit Committee effective October 10, 2014. Accordingly, the current members of the Audit Committee are Messrs.
Hackett, Morrison and Radcliffe. Mr. Fox has been appointed as a member of the Audit Committee effective April 1, 2015, to replace Mr. Hackett who has
resigned from the Board effective April 1, 2015. Each of Messrs. Fox, Hackett, Morrison, Radcliffe and Sturtz is considered "independent," as independence
for Audit Committee members is defined in the applicable rules of the NYSE MKT listing standards and the rules of the SEC. The Board of Directors has
designated Peter J. Hackett as Chairman of the Audit Committee and has determined that Mr. Hackett is an "audit committee financial expert" as defined by
Item 407 of Regulation S-K of the Exchange Act. Mr. Morrison is also an "audit committee financial expert" as defined by Item 407 of Regulation S-K of the
Exchange Act.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires executive officers and directors and persons who beneficially own more than 10% of our common stock (the
"Reporting Persons") to file initial reports of ownership and reports of changes in ownership with the SEC. Reporting Persons are required by SEC rules to
furnish the Company with copies of all Section 16(a) forms they file. Based solely on a review of the copies of such forms furnished to the Company and
written representations from the executive officers and directors, the Company believes that the Reporting Persons complied with all Section 16(a) filing
requirements during fiscal 2014, except that Ms. Wolf did not file a Form 3 when she assumed the role of our principal financial officer in October, 2014 and
Mr. Morrison was late on filing a Form 3.

Code of Ethics

We have adopted a written code of conduct, our Code of Business Conduct and Ethics, which is applicable to all directors, officers and employees of
AdCare (including our principal executive officer, principal financial officer, principal accounting officer or controller, and any person performing similar
functions). Our Code of Business Conduct and Ethics is available in the corporate governance subsection of the investors section of our website,
www.adcarehealth.com, and is also available in print upon written request to our Corporate Secretary, AdCare Health Systems, Inc., 1145 Hembree Road,
Roswell, Georgia 30076.
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Item 11.    Executive Compensation.

Summary Compensation Table

The following table sets forth the compensation paid to, earned by, or accrued for our principal executive officer and certain other current and former
officers whose total compensation exceeded $100,000 for the year ended December 31, 2014:

Name and
Principal
Position  Year  

Salary
($)  

Bonus
($)  

Stock
Awards

($)(1)    

Option
Awards

($)(1)    

Non-Equity
Incentive Plan
Compensation

($)  

Nonqualified
Deferred

Compensation
Earnings

($)  

All Other
Compensation

($)    
Total

($)

(A)  (B)  (C)  (D)  (E)    (F)    (G)  (H)  (I)    (J)
William
McBride III,
Chairman,
President and
Chief
Executive
Officer
(principal
executive
officer)  

2014

 

75,000

 

—

 

673,500

 

(2)

 

503,774

 

(2)

 

—

 

—

 

—

   

1,252,274

David A.
Tenwick,
Former
Interim
President and
Chief
Executive
Officer  

2014

 

60,000 (3) —

 

75,001

 

(4)

 

—

   

—

 

—

 

82,000

 

(5)

 

217,001

Boyd Gentry,
Former
President and
Chief
Executive
Officer

 2014  185,417  —  —    —    —  —  803,416  (6)  988,833

 

2013

 

447,917

 

—

 

—

   

379,820

 

(7)

 

—

 

—

 

6,825

 

(8)

 

834,562

David
Rubenstein,
Former Chief
Operating
Officer

 2014  300,000  138,938  —    —    —  —  353,687  (9)  792,625

 

2013

 

325,000

 

25,000

 

—

 

 

 

25,000

 

(10)

 

—

 

—

 

1,080

 

(11)

 

376,080

Ronald W.
Fleming,
Former Chief
Financial
Officer

 2014  204,326  —  —    —    —  —  13,040  (12)  217,366

 

2013

 

163,146

 

80,000

 

130,200

 

(13)

 

233,907

 

(14)

 

—

 

—

 

1,686

 

(15)

 

608,939

Sheryl A.
Wolf, Senior
Vice
President,
Controller
and Chief
Accounting
Officer

 2014  209,060  27,522  —  —  —  —  —  —  —    236,582

 

2013

 

168,128

 

—

 

—

 

—

 

55,000

 

(16)

 

—

 

—

 

—

   

223,128

(1) The amounts set forth in Columns (E) and (F) reflect the full aggregate grant date fair value of the awards (see Note 14 - Stock Based Compensation for a description of the
assumptions used to determine fair value).

(2) Represents: (i) a restricted stock award of 150,000 shares of common stock with a grant price of $4.49 per share, which vests with respect to one-third of such shares on each
of the first, second and third anniversaries of the grant date of October 10, 2014; and (ii) a warrant to purchase 300,000 shares of common stock with an exercise price of
$4.49 per share, which vests with respect to one-third of such shares on each of the first, second and third anniversaries of the grant date of October 10, 2014.

(3) Represents compensation of $12,000 per month paid to Mr. Tenwick for serving as the Company's Interim Chief Executive Officer and President from June 1, 2014 to
November 1, 2014.

(4) Represents a restricted stock grant of 19,231 shares of common stock with a grant price of $3.90 per share and vesting as to one-third of the shares each year for three years
on the anniversary of the grant date of December 17, 2014.

(5) Represents fees earned and paid to Mr. Tenwick during 2014 for serving as the Company's Chairman of the Board of Directors.

(6) Represents: (i) salary retirement and continuation costs of $799,615 pursuant to Mr. Gentry's separation agreement effective June 1, 2014; (ii) matching contributions to the
Company's 401(k) plan for Mr. Gentry in the amount of $2,188; and (iii) group term life insurance paid for Mr. Gentry in the amount of $1,613.

143

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Table of Contents

(7) Represents: (i) an option to purchase 125,000 shares of common stock with an exercise price of $4.90 per share, which vest as follows: 41,662 shares on January 2, 2014,
41,663 shares on January 2, 2015, and 41,675 shares on January 2, 2016; and (ii) an option granted pursuant to the Cash Compensation Reduction Program described below
in “- Employment and Separation Agreements With Former Officers - Boyd P. Gentry” in respect of 2014 compensation to purchase 27,778 shares of common stock with an
exercise price of $4.06 per share, which vests one-twelfth during each month of the year ended December 31, 2014.

(8) Represents: (i) matching contributions to the Company's 401(k) plan for Mr. Gentry in the amount of $4,479; and (ii) group term life insurance paid for Mr. Gentry in the
amount of $2,346.

(9) Represents: (i) salary retirement and continuation costs of $352,605 pursuant to Mr. Rubenstein's separation agreement effective December 31, 2014; and (ii) group term life
insurance paid for Mr. Rubenstein in the amount of $1,082.

(10) Represents an option granted pursuant to the Cash Compensation Reduction Program described below in “- Employment and Separation Agreements With Former Officers -
David Rubenstein” in respect of 2014 compensation to purchase 13,889 shares of common stock with an exercise price of $4.06 per share, which vests one-twelfth during
each month of the year ended December 31, 2014. These options expired in January 2015.

(11) Represents group term life insurance paid for Mr. Rubenstein in the amount of $1,080.

(12) Represents: (i) paid vacation costs of $11,144 and (ii) group term life insurance paid for Mr. Fleming in the amount of $1,896.

(13) Represents an award of 30,000 shares of restricted common stock, granted pursuant to Mr. Fleming's employment agreement with the Company on December 23, 2013,
which award vests as follows: 10,000 shares on May 15, 2014, 10,000 shares on May 15, 2015, and 10,000 shares on May 15, 2016.

(14) Represents: (i) a warrant to purchase 70,000 shares of common stock with an exercise price of $5.90 per share, which vest as follows: 23,333 shares on May 15, 2014,
23,333 shares on May 15, 2015, and 23,334 shares on May 15, 2016; and (ii) an option granted pursuant to the Cash Compensation Reduction Program described below in
“- Employment and Separation Agreements With Former Officers - Ronald W. Fleming” in respect of 2014 compensation to purchase 11,111 shares of common stock with
an exercise price of $4.06 per share, which vests one-twelfth during each month of the year ended December 31, 2014.

(15) Represents group term life insurance paid for Mr. Fleming in the amount of $1,686.

(16) Represents an option to purchase 25,000 shares of common stock with an exercise price of $4.30 per share, which vest as follows: 8,333 shares on April 17, 2014, 8,333
shares on April 17, 2015 and 8,334 shares on April 17, 2016.

Employment Agreements With Current Officers

William McBride, III. We have entered into an employment agreement with William McBride, III, effective October 10, 2014, which was amended on
March 25, 2015. See Part II, Item 9B., “Other Information - Amendment to Employment Agreement.” Pursuant to the employment agreement, as amended, the
Company will employ Mr. McBride as its Chief Executive Officer on the following terms: (i) the Company will pay to Mr. McBride an annual base salary of
$300,000, subject to increase by the Compensation Committee; (ii) Mr. McBride will be eligible to earn an annual bonus based on achievement of
performance goals established by the Compensation Committee of up to 100% of his base salary; and (iii) the Company will provide Mr. McBride with such
other benefits as other senior executives of the Company receive. Pursuant to the employment agreement, the Company will employ Mr. McBride for an
initial term of three years, subject to automatic consecutive renewal terms of one year unless notice of non-renewal is provided pursuant to the employment
agreement.

In connection with Mr. McBride’s employment, the Company granted to Mr. McBride: (i) on October 10, 2014, 150,000 shares of restricted common
stock, which shall vest as to one-third of the shares on each of the three subsequent anniversaries of the grant date; (ii) on January 1, 2015, 50,000 shares of
restricted common stock, which shall vest as to one-third of the shares on each of the three subsequent anniversaries of the grant date; and (iii) on October 10,
2014, a ten-year warrant to purchase 300,000 shares of common stock, with an exercise price of $4.49, which shall vest as to one-third of the shares on each of
the three subsequent anniversaries of the grant date. The awards of restricted common stock were granted under the Company’s 2011 Stock Incentive Plan.
Under the employment agreement, the Company also will pay to Mr. McBride an additional bonus during each applicable year to reimburse him for any state
and federal income tax liability he incurs as a result of the vesting of his restricted stock awards (whether by the passage of time or upon acceleration of
vesting), which bonus amount shall be “grossed up” to compensate Mr. McBride for the additional tax liability of such bonus.

If Mr. McBride is terminated for cause, then he shall receive any accrued but unpaid salary through his termination date. If Mr. McBride terminates his
employment without good reason, then he shall receive any accrued but unpaid salary through his termination date and any earned but unpaid bonus
amounts with respect to the preceding completed fiscal year.

In the event that: (i) Mr. McBride is terminated without cause; (ii) Mr. McBride terminates his employment for good reason; (iii) Mr. McBride is
terminated in a change of control termination; or (iv) the Company declines to renew the employment agreement
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after its initial term or any subsequent term, then: (a) except in the case of a nonrenewal by the Company, Mr. McBride will receive a lump sum amount equal
to $700,000 if the termination date occurs prior to October 10, 2017 and two times his then−current base salary if the termination date occurs thereafter; (b) in
the case of nonrenewal by the Company, Mr. McBride will receive a lump sum amount equal to two times his then−current base salary; (c) the awards of
restricted stock and the warrant granted to Mr. McBride shall automatically accelerate so as to be fully vested as of his termination date; and (d) Mr. McBride
will be reimbursed for monthly premiums paid by him under the Consolidated Omnibus Budget Reconciliation Act of 1985 for up to 18 months.

In the event Mr. McBride is terminated due to his death or disability, Mr. McBride (or his estate or beneficiaries, as the case may be) shall receive a
lump sum severance payment equal to all accrued and unpaid salary through the date of termination plus a pro−rata bonus payment amount calculated as the
product of any bonus Mr. McBride would have earned for the fiscal year times a fraction representing the portion of the year he was employed prior to such
termination.

For purposes of the employment agreement: (i) a termination shall be deemed for “cause,” only if it is based upon conviction of (or pleading guilty or
nolo contendere to) a felony, material disloyalty to the Company, or Mr. McBride having engaged in unethical or illegal behavior which is of a public nature
and results in material damage to the Company; (ii) “good reason” means a material diminution in Mr. McBride’s authority or responsibilities, a material
change in the geographic location at which Mr. McBride must regularly perform the services to be performed by him, any other action or inaction that
constitutes a material breach by the Company of the employment agreement, or, subject to certain notice and cure provisions, the failure by the Company to
continue in effect any material benefit plan in which Mr. McBride participates and such failure occurs during the period commencing three months prior to a
change of control (as defined in the agreement) and ending one year after a change of control; and (iii) a “change of control termination” means that, during
the three months prior, or within one year after, a change of control, Mr. McBride is terminated without cause or he terminates his employment for good
reason.

Sheryl A. Wolf . The Company has not entered into an employment agreement with Sheryl A. Wolf, the Company’s Senior Vice President, Controller
and Chief Accounting Officer. Ms. Wolf’s current salary is $228,000 per year. In 2014, Ms. Wolf received a $25,000 bonus for the timely filing of the
Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2014. The Company has also agreed to pay to Ms. Wolf: (i) a $25,000 bonus
upon the timely filing of this Annual Report; (ii) a bonus of $27,522 for the Company's performance through September 30, 2014, which is payable by March
31, 2015; and (iii) a retention bonus of $21,093 if Ms. Wolf remains employed by the Company through March 31, 2015.

Employment and Separation Agreements With Former Officers

David A. Tenwick. On May 29, 2014, the Board appointed Mr. Tenwick (our then Chairman of the Board) to serve as the Company’s Interim President
and Chief Executive Officer effective June 1, 2014. For such service, Mr. Tenwick received compensation of $12,000 per month in addition to the
compensation he earned in his capacity as Chairman of the Board. Mr. Tenwick ceased serving as Interim President and Chief Executive Officer upon Mr.
McBride’s appointment thereto, effective October 10, 2014, and ceased serving as Chairman of the Board upon Mr. McBride’s appointment thereto, effective
March 25, 2015. Mr. Tenwick continues to serve as a director.

Boyd P. Gentry. Boyd P. Gentry stepped down from his position as President and Chief Executive Officer of the Company and his position as a member
of the Board, effective June 1, 2014. The Company entered into a separation agreement with Mr. Gentry pursuant to which the Company deposited or will
deposit, as applicable, on behalf of Mr. Gentry: (i) the sum of $452,500, less applicable withholding and authorized deductions, on June 9, 2014; and (ii) the
sum of $33,750 per month, less applicable withholding and authorized deductions, for the ten consecutive months thereafter, with the first payment made on
July 1, 2014 and the last payment to be made on April 1, 2015. The Company paid or is paying, as applicable, these severance payments into an escrow
account maintained by an escrow agent who will release the funds to Mr. Gentry in six monthly payments which commenced on December 1, 2014 and will
end on May 1, 2015.

Prior to his separation from the Company, Mr. Gentry was employed pursuant to an employment agreement, effective January 10, 2011, which provided
for an initial annual salary of $300,000 per year, subject to annual review by the Compensation Committee thereafter. Pursuant to such review: (i) from
January 1, 2012 through July 1, 2012, Mr. Gentry received an annual salary of $330,000; (ii) from July 1, 2012 through December 31, 2012, Mr. Gentry
received an annual salary of $400,000; and (iii) from January 1, 2013 until his separation, Mr. Gentry received an annual salary of $450,000. Pursuant to the
Cash Compensation Reduction Program adopted by the Compensation Committee and the Board in November 2013, and in respect of the year ended
December 31, 2014, Mr. Gentry agreed to accept $50,000 of his salary payable in options to purchase common stock issued pursuant to the Company’s 2011
Stock Incentive Plan in lieu of cash compensation otherwise payable to him. As a result of Mr. Gentry’s separation from the
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Company, all vested but unexercised options terminated thirty days thereafter. The employment agreement also included an annual performance bonus of up
to 100% of the annual salary based on standards established by the Compensation Committee.

Mr. Gentry also received, upon execution of his employment agreement in 2011, equity compensation in the form of a warrant to purchase 250,000
shares of common stock, with an exercise price equal to $4.13 per share. As a result of certain anti-dilution adjustments, at the time of Mr. Gentry’s separation
from the Company the warrant represented the right to purchase 275,626 shares of common stock at an exercise price of $3.75. The warrant was originally
scheduled to vest as to one-third of the underlying shares on each of January 10, 2011, January 9, 2012 and January 9, 2013. The warrant was exercised on a
cashless basis in 2014.

The employment agreement also provided for certain severance payments and benefits in connection with the termination of Mr. Gentry’s employment;
however, all such payments and benefits were replaced with those provided in the separation agreement.

Ronald W. Fleming . Ronald W. Fleming resigned as Senior Vice President, Chief Financial Officer and Secretary of the Company effective October 8,
2014. We did not enter into a separation agreement with Mr. Fleming and he received, upon such resignation, all accrued but unpaid base salary in
accordance with the terms of his employment agreement, effective May 15, 2013. Mr. Fleming did not receive any other severance payments upon his
resignation.

Prior to his resignation, Mr. Fleming was employed pursuant to the employment agreement, which provided for an annual base salary of $270,000 per
year, subject to review on an annual basis thereafter, and an annual bonus with a target amount equal to at least 75% of the annual salary (provided, however,
that the bonus paid for 2013 was equal to $80,000), based on reasonably expected performance. Pursuant to the Cash Compensation Reduction Program and
in respect of the year ended December 31, 2014, Mr. Fleming agreed to accept $20,000 of his salary payable in options to purchase common stock issued
pursuant to the Company’s 2011 Stock Incentive Plan in lieu of cash compensation otherwise payable to him. Pursuant to the employment agreement: (i) on
May 15, 2013, Mr. Fleming received equity compensation in the form of a warrant to purchase 70,000 shares of common stock, with an exercise price equal
to $5.90 per share, which was originally scheduled to vest as to one-third of the underlying shares on each of the three subsequent anniversaries of the grant
date; and (ii) on December 23, 2013, Mr. Fleming received 30,000 shares of restricted common stock, which were originally scheduled to vest as to one-third
of the shares on each of May 15, 2014, May 15, 2015 and May 15, 2016. Thirty days after his resignation, all vested but unexercised equity awards held Mr.
Fleming expired.

David Rubenstein. Mr. Rubenstein ceased serving as the Company’s Chief Operating Officer effective December 31, 2014. On August 11, 2014, the
Company entered into a separation agreement with Mr. Rubenstein, pursuant to which the Company and Mr. Rubenstein agreed that he would cease serving
as the Company’s Chief Operating Officer effective December 31, 2014, and that the termination of his employment would be deemed to be without cause.
Pursuant to the separation agreement: (i) Mr. Rubenstein became eligible for the full amount of his annual bonus (with the bonus amount calculated pursuant
to the terms of his employment agreement) based on the Company’s performance through September 30, 2014; and (ii) in the event of a “change in control”
(as such term is defined in his employment agreement), the severance payments and benefits Mr. Rubenstein would otherwise be entitled to receive pursuant
to his employment agreement would be immediately payable in a lump sum. Except for the foregoing, the terms of Mr. Rubenstein’s employment agreement
remain unchanged by the separation agreement. Pursuant to the separation agreement and the employment agreement, Mr. Rubenstein became entitled to
receive, in connection with his separation from the Company, a bonus in the amount of $138,938 and severance payments in the amount $352,605. The
amount of the severance payments equal his annual salary plus accrued but unpaid vacation and is payable in substantially equal monthly installments for a
period of twelve (12) months after his termination date. For such period, Mr. Rubenstein and his family are entitled to continue to be covered under all
employee benefit plans of the Company under which executive officers of the Company are covered and at the same cost and under the same terms and
conditions as apply to executive officers.

Prior to his separation from the Company, Mr. Rubenstein was employed pursuant to an employment agreement, effective December 19, 2011, which
provided for: (i) an annual base salary of $300,000 per year, which increased to $325,000 effective June 30, 2012; (ii) an annual performance bonus of up to
75% of the annual salary based on standards established by the Compensation Committee; and (iii) a one-time signing bonus of $150,000. Pursuant to the
Cash Compensation Reduction Program and in respect of the year ended December 31, 2014, Mr. Rubenstein accepted $25,000 of his annual salary in
options to purchase common stock issued pursuant to the Company’s 2011 Stock Incentive Plan in lieu of cash compensation otherwise payable to him.
Pursuant to the employment agreement, on December 19, 2011, Mr. Rubenstein received equity compensation in the form of: (i) a warrant to purchase
100,000 shares of common stock, with an exercise price equal to $4.13 per share, which warrant was originally scheduled to vest as to one-third of the
underlying shares on each of the three subsequent anniversaries of the grant date; and (ii) a warrant to purchase 100,000 shares of common stock, with an
exercise price equal to $4.97 per share, which warrant

146

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Table of Contents

was originally scheduled to vest as to one-third of the underlying shares on each of the second, third and fourth anniversaries of the grant date. As a result of
such anti-dilution adjustments, the warrants represented at the time of Mr. Rubenstein’s separation from the Company the right to purchase: (i) 105,000
shares at an exercise price of $3.93 per share; and (ii) 105,000 shares at an exercise price of $4.58 per share. Thirty days after his resignation, all vested but
unexercised option awards held by Mr. Rubenstein expired.

Stock Incentive Plans

At our 2011 Annual Meeting of Shareholders held on June 3, 2011, the shareholders adopted the 2011 Stock Incentive Plan. The 2011 Stock Incentive
Plan is intended to further the growth and profitability of our Company by providing increased incentives to encourage share ownership on the part of key
employees, officers, directors, consultants and advisors who render services to us and any future parent or subsidiary of ours, including our named executive
officers. The 2011 Stock Incentive Plan permits the granting of stock options and restricted stock awards (collectively, “Awards”) to eligible participants. At
our 2012 Annual Meeting of Shareholders held on June 1, 2012, the shareholders adopted an amendment to the 2011 Stock Incentive Plan that increased the
maximum number of shares of Company stock that may be granted under the 2011 Stock Incentive Plan from 1,000,000 to an aggregate of 2,000,000 shares.
Subject to the terms of the 2011 Stock Incentive Plan, the Compensation Committee has the sole discretion to determine the persons who will be granted
Awards under the 2011 Stock Incentive Plan and the terms and conditions of such Awards, and to construe and interpret the 2011 Stock Incentive Plan. The
Compensation Committee is also responsible for making adjustments in outstanding Awards, the shares available for Awards, and the numerical limitations
for Awards to reflect transactions such as stock splits and dividends. The Compensation Committee may delegate its authority to one or more directors or
officers; provided, however, that the Committee may not delegate its authority and powers: (i) with respect to Section 16 reporting persons; or (ii) in any way
which would jeopardize the 2011 Stock Incentive Plan’s qualifying under Section 162(m) of the Internal Revenue Code of 1986 or Rule 16b-3 promulgated
under the Exchange Act. The 2011 Stock Incentive Plan allows for the exercise of options through cash, or with the consent of the Compensation Committee:
(1) by tendering previously acquired shares; (2) by tendering a full recourse promissory note of the optionee; (3) through a cashless exercise without the
payment of cash by reducing the number of shares of common stock that would be obtainable upon the exercise of the option; (4) through a brokerage
transaction; or (5) through any combination of the foregoing. The 2011 Stock Incentive Plan provides the issuance of both incentive stock options and
nonqualified stock options.

Retirement Programs

Our retirement programs are designed to facilitate the retirement of employees, including our named executive officers, who have performed for us over
the long term. We currently maintain a 401(k) plan with a match of 50% of the first 2% of an employee’s contribution as well as non-qualified employee
stock purchase program. The terms of these plans are essentially the same for all employees. Our named executive officers participate in the plans on the same
basis as all other employees. We do not provide our named executive officers any special retirement benefits.
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Outstanding Equity Awards at Fiscal Year-End Table

The Outstanding Equity Awards at Fiscal Year-End table below sets forth information regarding the outstanding equity awards held by our named
executive officers as of December 31, 2014:

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

  OPTION AWARDS  STOCK AWARDS

Name and Principal
Position  

Number of
Securities

Underlying
Unexercised
Options (#)
Exercisable  

Number of
Securities

Underlying
Unexercised

Options (#)—
Unexercisable  

Equity
Incentive

Plan Awards:
Number of
Securities

Underlying
Unexercised

Earned
Options (#)  

Option
Exercise

Price  

Option
Expiration

Date  

Number of
Shares or
Units of

Stock
that have

Not Vested  

Market
Value of

Stock
that is

Not Vested  

Equity
Incentive

Plan Award:
Total

Number of
Unearned

Shares,
Units or
Other
Rights

that have
Not Vested  

Equity
Incentive

Plan Award:
Market

or Payout
Value of

Unearned
Shares,
Units or

Other Rights
that have

Not Vested
William McBride III(1),
Chairman, President and
Chief Executive Officer  

—

 

300,000

 

—

 

$ 4.49

 

10/10/2024

 

—

 

—

 

150,000

 

673,500

David A. Tenwick (2),
Former Chairman, Interim
President and Chief
Executive Officer  

246,722 (3) —

 

—

     

50,731 (4) —

 

—

 

—

Boyd Gentry (5), Former
President, Chief Executive
Officer  

—

 

—

 

—

     

—

 

—

 

31,500

 

135,450

David Rubenstein, Chief
Operating Officer

 69,993  —  —  $ 3.93  12/19/2021  —  —  —  —

 105,000  —  —  $ 4.58  12/19/2021  —  —  —  —

 13,889  —  —  $ 4.06  11/12/2023  —  —  —  —

Ronald W. Fleming,
Former Chief Financial
Officer  

23,333

 

—

 

—

 

$ 5.90

 

5/15/2023

 

—

 

—

 

—

 

—

Sheryl A. Wolf (6), Senior
Vice President, Controller
and Chief Accounting
Officer  

8,333

 

16,667

 

—

 

$ 4.30

 

4/17/2023

 

—

 

—

 

—

 

—

(1) Warrant vests on the following schedule: 100,000 shares on October 10, 2015, 100,000 shares on October 10, 2016, and 100,000 shares on October 10, 2017; restricted
shares vest on the following schedule: 50,000 shares on October 10, 2015, 50,000 shares on October 10, 2016, and 50,000 shares on October 10, 2017.

(2) Mr. Tenwick did not receive any stock compensation related to his appointment as Interim President and Chief Executive Officer during 2014.

(3) Represents: (i) options to purchase 27,778 shares of common stock at an exercise price of $4.06 per share; (ii) warrants to purchase 109,472 shares of common stock at an
exercise price of $1.93 per share; and (iii) warrants to purchase 109,472 shares of common stock at an exercise price of $1.04 per share. On July 1, 2014, Mr. Tenwick sold
an aggregate total of 218,946 fully vested and unexercised warrants for a total sale price of $328,419 to Park City Capital Offshore Master, Ltd., an affiliate of Michael J.
Fox, a Director of the Company. Mr. Tenwick sold an additional 109,472 fully vested and unexercised warrants for a sale price of $281,343 to Park City Capital Offshore
Master, Ltd. on February 20, 2015.

(4) Represents: (i) a restricted stock grant of 31,500 shares of common stock with a grant price of $3.20 per share and vesting on June 1, 2015; and (ii) a restricted stock grant
of 19,231 shares of common stock with a grant price of $3.90 per share and vesting as to one-third of the shares each year for three years on the anniversary of the grant
date of December 17, 2014.

(5) 31,500 restricted shares vest on June 1, 2015.

(6) Options vest on the following schedule: 8,333 shares on April 17, 2014, 8,333 shares on April 17, 2015 and 8,334 shares on April 17, 2016.

Director Compensation

Director Compensation and Reimbursement Arrangements
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For the year ended December 31, 2014, our independent directors were paid $6,000 per month plus an additional: (i) $1,500 per month if serving as a
chairperson of one of the committees of the Board; and (ii) $500 per month if serving on more than one committee. During 2014, Mr. Tenwick was paid
$11,000 per month for his services as the Chairman of the Board of Directors.

Pursuant to the Cash Compensation Reduction Program adopted by the Compensation Committee and the Board on November 12, 2013, certain of the
cash compensation described above and otherwise payable to our directors for 2014 was replaced with equity. The Cash Compensation Reduction Program
provided that: (i) director fees otherwise payable in cash to our independent directors for service on the Board would be paid 50% in cash and 50% in options
to purchase common stock granted pursuant to the Company’s 2011 Stock Incentive Plan; and (ii) $50,000 of the compensation otherwise payable in cash to
Mr. Tenwick for his service as Chairman of the Board would be paid in options to purchase common stock granted pursuant to the Company’s 2011 Stock
Incentive Plan. In connection with the Cash Compensation Reduction Program, option grants were made to our independent directors on November 12, 2013,
in respect of compensation for 2014. The options had an exercise price equal to the fair market value (as defined in the Company’s 2011 Stock Incentive
Plan) of the common stock on the date of grant. The options vested with respect to one-twelfth of the underlying shares of common stock on the last day of
each month of 2014. The options granted pursuant to the Cash Compensation Reduction Program were reported as director compensation in the Company’s
Definitive Proxy Statement for its 2014 Annual Meeting of Shareholders.

On December 17, 2014, the Compensation Committee and the Board approved a new director compensation plan for the year ending December 31,
2015. Pursuant to this plan, director fees for all non-employee directors (including Mr. Brogdon) will be $25,000, payable in restricted stock awards or
options to purchase common stock granted pursuant to the Company’s 2011 Stock Incentive Plan. In accordance with this plan, on December 17, 2014: (i)
Messrs. Brogdon, Radcliffe and Tenwick were granted restricted stock awards of 19,231 shares of common stock with a grant price of $3.90 per share, which
shall vest as to one-third of the shares on each of the three subsequent anniversaries of the grant date; (ii) Messrs. Hackett and Sturtz were granted restricted
stock awards of 6,411 shares of common stock with a grant price of $3.90 per share, which shall vest in full on December 17, 2015; and (iii) Messrs. Fox and
Morrison were granted options to purchase 51,865 shares of common stock with an exercise price of $3.90 per share, which shall vest as to one-third of the
shares on each of the three subsequent anniversaries of the grant date.

Non-employee directors are reimbursed for travel and other out-of-pocket expenses for travel in connection with their duties as directors.

Director Compensation Table

The following table sets forth information regarding compensation paid to our non-employee directors for the year ended December 31, 2014. Directors
who are employed by us do not receive any compensation for their activities related to serving on the Board of Directors. Compensation paid to Mr. Tenwick
in 2014 is reported in “- Summary Compensation Table.”

DIRECTOR COMPENSATION

Name
(a)  

Fees
earned or

paid in
cash
(b)  

Stock awards
(c)(1)  

Option
awards

(d)(2)  

Non-equity
incentive plan
compensation

(e)  

Change in
pension value

and non-
qualified
deferred

compensation
earnings

(f)  

All other
compensation

(g)  Total

Christopher F. Brogdon  $ —  $ 75,001 (4) —  —  —  $ 460,000 (5) $ 535,001
Michael J. Fox  $ 39,000  $ —  $ 74,218 (6) —  —  —  $ 113,218
Peter J. Hackett  $ 48,000  $ 25,003 (8) $ —  —  —  —  $ 73,003
Brent Morrison *  $ 10,710  $ —  74,218 (6) —  —  —  $ 84,928
Philip S. Radcliffe  $ 48,000  $ 75,001 (4) $ —  —  —  —  $ 123,001
Laurence E. Sturtz **  $ 48,000  $ 25,003 (7) $ —  —  —  —  $ 73,003

(*)    On October 10, 2014, Mr. Morrison was appointed to serve as a Class III Director of the Company for a term that expires at the
Company's annual meeting of shareholders to be held in 2016.

(**)    Mr. Sturtz resigned as a director of the Company effective January 3, 2015.
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(1) The amounts set forth in Column (c) reflect the full aggregate grant date market value of the awards.

(2) The amounts set forth in Column (d) reflect the full aggregate grant date fair value of the awards (see Note 14 - Stock Based Compensation for a description of the
assumptions used to determine fair value).

(3) The number of outstanding exercisable and unexercisable options and warrants, and the number of unvested shares of restricted stock held by each of our non-employee
directors as of December 31, 2014 are shown below:

  As of December 31, 2014

  

Number of Shares Subject
to Outstanding Options or

Warrants   Number of Shares
of Unvested

Restricted StockDirector  Exercisable  Unexercisable   
Christopher F. Brogdon  662,288  —   50,731
Michael J. Fox  21,667  51,865   —
Peter J. Hackett  37,167  —   37,911
Brent Morrison  —  51,865   —
Philip S. Radcliffe  61,013  —   50,731
Laurence E. Sturtz  81,007  —   37,911

(4) Represents a restricted stock grant of 19,231 shares of common stock with a grant price of $3.90 per share and vesting as to one-third of the shares each year for three
years on the anniversary of the grant date of December 17, 2014.

(5) Represents (i) $105,000 paid to Mr. Brogdon in 2014 pursuant to his Consulting Agreement with the Company; (ii) $100,000 paid to Mr. Brogdon pursuant to the May
6, 2014 Amendment to the Consulting Agreement; and (iii) $255,000 remaining due to Mr. Brogdon pursuant to his Consulting Agreement that was offset against the
remaining amount owed by Mr. Brogdon to the Company under the promissory note related to our consolidating variable interest entity (see "-Director Compensation-
Brogdon Consulting Agreement", Note 15 - Variable Interest Entity and Note 19 - Related Party Transactions).

(6) Represents an option granted to purchase 51,865 shares of common stock with an exercise price of $3.90 per share and vesting as to one-third of the shares each year for
three years on the anniversary of the grant date of December 17, 2014.

(7) Represents a restricted stock grant of 6,411 shares of common stock with a grant price of $3.90 per share and vesting on December 17, 2015.

Brogdon Consulting Agreement

In December 2012, the Company entered into a consulting agreement with Mr. Brogdon pursuant to which Mr. Brogdon is compensated by the
Company for providing consulting services related to the acquisition and financing of skilled nursing facilities. The consulting agreement was originally
scheduled to terminate on December 31, 2015. As compensation for his services under the consulting agreement, Mr. Brogdon was originally entitled to
receive: (i) $10,000 per month in year one; (ii) $15,000 per month in year two; and (iii) $20,000 per month in year three of the consulting agreement. In
addition, Mr. Brogdon was originally entitled to receive a success fee of $20,000 for each completed transaction; provided, however, that barring a majority
vote of the Board, such success fees on a one-year basis could not exceed $80,000 in year one, $120,000 in year two and $160,000 in year three of the
consulting agreement. In addition, no success fee would be payable for transactions involving leased facilities or transactions in which the overall
consideration is less than $2,500,000. If the consulting agreement was terminated by the Company without cause, the Company would provide severance pay
to Mr. Brogdon in an amount equal to eighteen (18) months of Mr. Brogdon’s maximum total compensation (including success fees). No success fee was paid
to Mr. Brogdon pursuant to the consulting agreement in the years ended December 31, 2013 or 2014.

On May 6, 2014, the Company and Mr. Brogdon entered into an amendment to the consulting agreement to amend it to restructure the compensation
payable to Mr. Brogdon thereunder. The amended consulting agreement eliminated the monthly payments to Mr. Brogdon and instead provided for an
aggregate consulting fee equal to $400,000, among other things, as described below:

• Under the amended consulting agreement, Mr. Brogdon is entitled to receive a success fee of $25,000 (increased from $20,000 under the original
consulting agreement) for each potential acquisition identified by Mr. Brogdon which the Company completes; provided, however, that the success
fee shall not exceed $160,000 in any calendar year without a majority vote of the Board.
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• The fee originally payable to Mr. Brogdon upon termination of the original consulting agreement without cause (approximately $550,000 for such
termination prior to a change of control and approximately $1.1 million for such termination within six months after a change of control) was
eliminated in the amended consulting agreement. Instead, Mr. Brogdon will receive a change of control fee of $500,000 if a change of control (as
defined in the amended consulting agreement) occurs on or before May 1, 2015 and the amended consulting agreement has not been earlier
terminated. If a change of control occurs after May 1, 2015, then no change of control fee is payable. The amended consulting agreement will
terminate immediately upon a change of control and any accrued and unpaid success fee and change of control fee (if applicable) will be paid to Mr.
Brogdon upon the closing of the change of control.

Pursuant to the amended consulting agreement, the Company made a one-time payment of $100,000 in respect of the $400,000 consulting fee on May
6, 2014, and was obligated to pay the remainder of the consulting fee in monthly payments of $15,000, which payments commenced on June 1, 2014. The
amended consulting agreement also provided that, notwithstanding the foregoing, if the Riverchase Village facility (which is owned by an entity which is
owned and controlled by Mr. Brogdon and that is our VIE) was sold prior to September 1, 2014, then the amount of the unpaid consulting fee would be
reduced by (and offset against) the aggregate principal balance owed by Mr. Brogdon to the Company under the promissory note executed by Mr. Brogdon
in favor of the Company, with any remaining balance of the consulting fee owed to Mr. Brogdon to be paid in cash at closing. However, because the sale of
the Riverchase Village facility was not completed prior to September 1, 2014, the balance of the consulting fee owed to Mr. Brogdon by the Company in the
amount of $255,000 was offset against the remaining amount owed by Mr. Brogdon to the Company under the promissory note, thereby reducing the
principal amount of the promissory note to $268,663 (see Note 15 - Variable Interest Entities).

The amended consulting agreement has an indefinite term, subject to the termination of the agreement by either party for cause (subject to a cure period)
or by Mr. Brogdon without cause.

Purpose of the Compensation Committee of the Board of Directors

The Compensation Committee advises the Board of Directors with respect to the compensation of each senior executive and each member of the Board
of Directors. The Compensation Committee is also charged with the oversight of compensation plans and practices for all employees of the Company. The
Compensation Committee relies upon data made available for the purpose of providing information on organizations of similar or larger scale engaged in
similar activities. The purpose of the Compensation Committee's activity is to assure that the Company's resources are used appropriately to recruit and
maintain competent and talented executives and employees able to operate and grow the Company successfully.

Item 12.    Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

For information regarding securities authorized for issuance under equity compensation plans, see "Part II, Item 5. "Market for Registrant's Common
Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities."

Beneficial Ownership of Common Stock

The following table furnishes information, as of March 13, 2015, as to shares of the common stock beneficially owned by: (i) each person or entity
known to us to be the beneficial owner of more than 5% of the common stock, (ii) each of our directors and our named executive officers identified in Part III,
Item 11., "Executive Compensation Table"; and (iii) our directors and executive officers as a group. As of March 13, 2015, there were 19,220,903 shares of
the common stock outstanding.

Name of Beneficial Owner (1)  

Number of
Shares of

Common Stock
Beneficially Owned (2)    

Percent of
Outstanding

Common Stock (3)

5% Beneficial Owners (Excluding Directors and Executive Officers):       
Connie B. Brogdon (4)  1,667,727  (5)  8.7%
Anthony J. Cantone (6)  1,922,699  (7)  10.0%
Park City Capital, LLC (8)  1,322,307  (9)  6.9%
Doucet Asset Management, LLC (10)  1,433,659  (11)  7.5%
Directors and Executive Officers:        
Christopher Brogdon  1,667,727  (12)  8.7%
Michael J. Fox  1,322,307  (13)  6.9%
Peter J. Hackett  67,173  (14)  *
William McBride III  10,000  (15)  *
Brent Morrison  —   *
Philip S. Radcliffe  140,678  (16)  *
David A. Tenwick  465,169  (17)  2.4%
Sheryl A. Wolf  8,333  (18)  *
All directors and executive officers as a group  3,681,387    19.2%

David Rubenstein  188,882  (19)  1.0%
Ronald W. Fleming  10,447  (20)  *
Boyd Gentry  99,554  (21)  *
All former officers as a group  298,883    1.6%
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*    Less than one percent.

(1) The address for each of our directors and executive officers is c/o AdCare Health Systems, Inc., 1145 Hembree Road, Roswell, Georgia 30076.

(2) Except as otherwise specified, each individual has sole and direct beneficial voting and dispositive power with respect to shares of the common
stock indicated.

(3) Percentage is calculated based on 19,220,903 shares of common stock outstanding as of March 13, 2015.

(4) The address for Connie B. Brogdon is 88 West Paces Ferry Road N.W., Atlanta, Georgia 30305.

(5) Includes: (i) 221,296 shares of common stock held directly by Christopher Brogdon (her spouse); (ii) 784,143 shares of common stock held by
Connie B. Brogdon; (iii) warrants to purchase 115,763 shares of common stock held by Christopher Brogdon at an exercise price of $2.59 per share;
(iv) warrants to purchase 115,763 shares of common stock held by Christopher Brogdon at an exercise price of $3.46 per share; (v) warrants to
purchase 115,762 shares of common stock held by Christopher Brogdon at an exercise price of $4.32 per share; (vi) an option to purchase 105,000
shares of common stock held by Christopher Brogdon at an exercise price of $5.71 per share; (vii) an option to purchase 105,000 shares of common
stock held by Christopher Brogdon at an exercise price of $6.67 per share; and (viii) an option to purchase 105,000 shares of common stock held by
Christopher Brogdon at an exercise price of $7.62 per share.

(6) The address for Anthony J. Cantone is 766 Shrewsbury Avenue, Tinton Falls, New Jersey 07724.

(7) The information set forth in this table regarding Mr. Cantone is based on Schedule 13G/A filed with the SEC by Mr. Cantone and other reporting
persons on August 21, 2014, Form 4 filed with the SEC by Mr. Cantone on August 22, 2014, and other information known to the Company.
Includes: (i) 318,013 shares of common stock held by Mr. Cantone; (ii) 150,038 shares of common stock held by affiliates of Mr. Cantone; (iii)
617,269 shares of common stock issuable upon conversion of a 2012 Note held by an affiliate of Mr. Cantone; (iv) 289,879 shares of common stock
issuable upon conversion of a 2012 Note held by Mr. Cantone; (v) a warrant held by an affiliate of Mr. Cantone to purchase 75,000 shares of
common stock; (vi) a warrant held by an affiliate of Mr. Cantone to purchase 315,000 shares of common stock at an exercise price of $3.81 per share;
(vii) a warrant held by an affiliate of Mr. Cantone to purchase 105,000 shares of common stock at an exercise price of $3.81 per share; and (viii)
52,500 shares of common
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stock issued to Mr. Cantone in connection with his services as placement agent in the offer and placement of the 2012 Notes.

(8) The address for Park City Capital, LLC is 200 Crescent Court, Suite 1575, Dallas, Texas 75201.

(9) The information set forth in this table regarding Park City is based on a Form 4 and Schedule 13 D/A filed with the SEC by Michael J. Fox on
February 23, 2015 and other information known to the Company. Park City Capital Offshore Master, Ltd. has sole voting and dispositive power with
respect to 1,198,390 of the shares. Park City Special Opportunity Fund, Ltd. has sole voting and dispositive power with respect to 102,250 of the
shares. Park City Capital, LLC has shared voting and dispositive power with respect to 1,300,640 of the shares. PCC SOF GP, LLC has shared voting
and dispositive power with respect to 102,250 of the shares. Michael J. Fox has sole voting and dispositive power with respect to 21,667 of the
shares and shared voting and dispositive power with respect to 1,300,640 of the shares. Park City Capital Offshore Master, Ltd. has a convertible
promissory note convertible into 222,222 shares of common stock at a conversion price of $4.50 per share. The convertible promissory note is
subject to certain beneficial ownership limitations.

(10) The address for Doucet Asset Management, LLC is 2204 Lakeshore Drive, Suite 304, Birmingham, Alabama 35209.

(11) The information set forth in this table regarding Doucet Asset Management, LLC is based on a Schedule 13D (the "Doucet Schedule 13D") filed with
the SEC by Doucet Asset Management and other reporting persons on February 4, 2015, and other information known to the Company. Doucet
Capital, LLC has shared voting and dispositive power with respect to 1,433,659 of the shares. Doucet Asset Management, LLC has shared voting
and dispositive power with respect to 1,433,659 of the shares. Christopher L. Doucet, managing member of Doucet Capital, LLC and CEO and
control person of Doucet Asset Management, LLC, has shared voting and dispositive power with respect to 1,433,659 of the shares. Suzette A.
Doucet, CFO and control person of Doucet Asset Management, LLC, has shared voting and dispositive power with respect to 1,433,659 of the
shares. The Doucet Schedule 13D includes a letter to the Board, dated February 4, 2015, in which Mr. Doucet proposes that AdCare merge with
Global Healthcare REIT, Inc., a company affiliate with Chris Brogdon.

(12) Includes: (i) 784,143 shares of common stock held directly by Connie B. Brogdon (his spouse); (ii) 221,296 shares of common stock held by
Christopher Brogdon; (iii) warrants to purchase 115,763 shares of common stock held by Christopher Brogdon at an exercise price of $2.59 per
share; (iv) warrants to purchase 115,763 shares of common stock held by Christopher Brogdon at an exercise price of $3.46 per share; (v) warrants to
purchase 115,762 shares of common stock held by Christopher Brogdon at an exercise price of $4.32 per share; (vi) an option to purchase 105,000
shares of common stock at an exercise price of $5.71 per share; (vii) an option to purchase 105,000 shares of common stock held by Christopher
Brogdon at an exercise price of $6.67 per share; and (viii) an option to purchase 105,000 shares of common stock held by Christopher Brogdon at an
exercise price of $7.62 per share.

(13) Includes: (i) 750,000 shares of common stock held by affiliates of Mr. Fox; (ii) options to purchase 21,667 shares of common stock held by Mr. Fox
at an exercise price of $4.06 per share; (iii) a warrant to purchase 109,473 shares of common stock held by an affiliate of Mr. Fox at an exercise price
of $2.57 per share; (iv) a warrant to purchase 109,473 shares of common stock held by an affiliate of Mr. Fox at an exercise price of $3.43 per share;
(v) a warrant to purchase 109,472 shares of common stock held by an affiliate of Mr. Fox at an exercise price of $1.93 per share; and (vi) a
convertible promissory note held by an affiliate of Mr. Fox convertible into 222,222 shares of common stock at a conversion price of $4.50 per
share. The convertible promissory note beneficially owned by Mr. Fox is subject to certain beneficial ownership limitations.

(14) Includes: (i) 30,006 shares of common stock held by Mr. Hackett; (ii) options to purchase 10,500 shares of common stock at an exercise price of
$4.11 per share; and (iii) options to purchase 26,667 shares of common stock at an exercise price of $4.06 per share.

(15) Includes 10,000 shares of common stock held by Mr. McBride.

(16) Includes: (i) 79,665 shares of common stock held by Mr. Radcliffe; (ii) options to purchase 3,240 shares of common stock at an exercise price of
$1.30 per share; (iii) options to purchase 10,500 shares of common stock at an exercise price of $4.11 per share; (iv) options to purchase 26,667
shares of common stock at an exercise price of $4.06 per share; (v) warrants to purchase 5,151 shares of common stock at an exercise price of $1.04
per share; (vi) warrants to purchase 5,151 shares of common stock at an exercise price of $1.93 per share; (vii) warrants to purchase 5,152 shares of
common stock at an exercise price of $2.57 per share; and (viii) warrants to purchase 5,152 shares of common stock at an exercise price of $3.43 per
share.
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(17) Includes: (i) 327,919 shares of common stock held by Mr. Tenwick; (ii) options to purchase 27,778 shares of common stock at an exercise price of
$4.06 per share; and (iii) warrants to purchase 109,472 shares of common stock at an exercise price of $1.04 per share.

(18) Includes an option to purchase 8,333 shares of common stock at an exercise price of $4.30 per share.

(19) Includes: (i) options to purchase 13,889 shares of common stock at an exercise price of $4.06 per share; (ii) warrants to purchase 105,000 shares of
common stock at an exercise price of $3.93 per share; and (iii) warrants to purchase 69,993 shares of common stock at an exercise price of $4.58 per
share.

(20) Includes (i) 447 shares of common stock held directly by Mr. Fleming; and (ii) 10,000 shares restricted stock.

(21) Includes (i) 63,823 shares of common stock held directly by Mr. Gentry; and (ii) 31,500 shares of restricted stock that vest on June 1, 2015.

Item 13.    Certain Relationships and Related Transactions, and Director Independence

Related Party Transactions

Riverchase. On April 9, 2010, Riverchase Village ADK, LLC (“Riverchase”), then a wholly owned subsidiary of the Company, entered into a
Purchase Agreement with an Oklahoma limited liability company controlled by a bank (“Riverchase Seller”) to acquire the assets of Riverchase Village, a
105-bed assisted living facility located in Hoover, Alabama, for a purchase price of approximately $5.0 million. On June 22, 2010, the Company assigned to
Christopher Brogdon (a director of the Company, beneficial owner of more than 5% of the common stock and the Company’s former Chief Acquisition
Officer) 100% of the membership interests in Riverchase. On June 25, 2010, Riverchase, then owned by Mr. Brogdon, purchased the Riverchase Village
facility pursuant to the terms of the Purchase Agreement.

In connection with financing of the acquisition of the Riverchase Village facility, Riverchase borrowed from the Medical Clinic Board of the City of
Hoover the proceeds from the issuance of $5.8 million First Mortgage Healthcare Facility Revenue Bonds (Series 2010 A) and $0.5 million First Mortgage
Revenue Bonds (Series B), which proceeds were used to acquire Riverchase Village facility, pay the cost of certain repairs and improvements to Riverchase
Village, fund certain services and pay the cost of the issuance of the bonds. As part of the financing, AdCare guaranteed Riverchase’s obligations under the
bonds. See Part II, Item 7, “Management Discussion and Analysis of Financial Coalition - Notes Payable and Other Debt - Senior Debt - Bonds, Net of
Discount - Riverchase.”

As consideration for the assignment of 100% of the membership interests in Riverchase to Mr. Brogdon and AdCare’s guaranteeing the bonds, Mr.
Brogdon granted to a wholly owned subsidiary of the Company an exclusive and irrevocable option pursuant to an Option Agreement to acquire Riverchase
(the “Riverchase Option”) through June 22, 2012 for an exercise price of $100,000 and otherwise under the same terms and conditions set forth in the
Purchase Agreement. In addition, another wholly owned subsidiary of the Company entered into a five-year year Management Agreement with Riverchase
pursuant to which such subsidiary supervised the management of the Riverchase Village facility for a monthly fee equal to 5% of the monthly gross revenues
of the Riverchase Village facility. On June 22, 2013, the Company subsidiary and Riverchase agreed to mutually terminate the management agreement.

On July 26, 2012, the Company subsidiary and Mr. Brogdon amended the Option Agreement to extend the last date on which the Riverchase Option
may be exercised through June 22, 2013. On June 22, 2013, the Company subsidiary and Mr. Brogdon further amended the Option Agreement to extend the
last date on which the Riverchase Option may be exercised through June 22, 2014.

On December 18, 2013, Riverchase entered into a sales listing agreement to sell the Riverchase Village facility. On April 1, 2014, Riverchase
entered into a purchase and sale agreement to sell the Riverchase Village facility to a third-party purchaser; however, the agreement was terminated on
August 6, 2014.

See “-Letter Agreement with Brogdon” for a further description of the agreements with respect to the Riverchase Village facility and related matters.

Promissory Note Issued By Brogdon. On December 31, 2013, the Company notified certain entities controlled by Christopher Brogdon of the
Company’s intent to terminate the management agreements between subsidiaries of the Company and such Brogdon entities under which the Company
subsidiaries managed five skilled nursing facilities located in Oklahoma owned by the Brogdon entities and the Harrah Nursing Center, McLoud Nursing
Center and Mecker Nursing Center, also owned by the Brogdon entities. Pursuant to the agreement: (i) the parties agreed to terminate the management
agreements effective March 1, 2014 and (ii) Mr. Brogdon executed a promissory note in favor of the Company in principal amount of $523,663 which
represented amounts owed as of March 1, 2014 (a) by the Brogdon entities pursuant to the management agreements and (b) by GL Nursing,
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LLC (an entity controlled by Mr. Brogdon) to the Company in connection with the Company’s assignment in May 2012 of its rights to acquire Golden Years
Manor. The promissory note was originally payable in five equal monthly installments commencing on September 1, 2014 and ending on December 31,
2014, and did not bear interest. See “-Harrah, McLoud and Meeker,” “-Oklahoma Facilities” and “-Golden Years Manor” below for a further description.

Letter Agreement with Brogdon. On March 3, 2014, the Company and certain of its subsidiaries entered into a letter agreement, dated as of February
28, 2014 (the “Letter Agreement”), with Christopher Brogdon and entities controlled by him which: (i) extended the Riverchase Option until June 22, 2015;
and (ii) reduced the purchase price for the exercise of the Riverchase Option to $1.00. Furthermore, the Letter Agreement provided that, upon the closing of
the sale of the Riverchase Village facility to an arms-length third party purchaser, regardless of whether the Company has exercised the Riverchase Option,
the net sales proceeds from such sale shall be distributed as follows: (a) one-half of the net sales proceeds will be paid to the Company; (b) the remaining net
sales proceeds will be paid to the Company to satisfy the outstanding principal balance and interest (if any) then due under the promissory note issued by Mr.
Brogdon in favor of the Company with an original principal amount of $523,663, with such payment to be applied in the order of scheduled amortization
under the note; and (c) the balance of net sales proceeds will be paid to the Company.

On May 15, 2014, the Company and certain of its subsidiaries entered into an Amendment to the Letter Agreement (the “Letter Agreement First
Amendment”), pursuant to which the Company agreed to pay $92,323 (the “Tax Payment”) to the appropriate governmental authorities of Jefferson County,
Alabama, such amount representing outstanding real property taxes due on the Riverchase Village facility. The Company determined that it was in its best
interest to make the Tax Payment in order to preserve the Company’s interest in the sale of the Riverchase Village facility. In connection with the Tax
Payment, the parties also agreed to amend and restate the promissory note issued by Mr. Brogdon in favor of the Company to reflect a new principal amount
of $615,986, which amount represents the original principal amount of the note plus the Tax Payment. Furthermore, the Letter Agreement First Amendment
amended the Letter Agreement to provide that, if the closing of the sale of the Riverchase Village facility does not occur on or before December 31, 2014,
then a payment of principal under the amended and restated promissory note equal to the Tax Payment will be due and payable to the Company on or before
January 31, 2015.

On October 10, 2014, the Company and certain of its subsidiaries entered into a second amendment to the Letter Agreement, as amended (the “Letter
Agreement Second Amendment”), with Mr. Brogdon and entities controlled by Mr. Brogdon, pursuant to which the Company reduced the principal amount
of the promissory note issued by Mr. Brogdon by the amount equal to $92,323 (which represents the amount of the Tax Payment) plus $255,000 (which
represents an offset of amounts owed by the Company to Mr. Brogdon under his consulting agreement with the Company). See “-Consulting Agreement.”

The Letter Agreement Second Amendment also amended the Letter Agreement, as amended, to provide that upon the closing of the sale of the
Riverchase Village facility to a third party purchaser, the net sales proceeds from such sale shall be distributed so that any net sales proceeds shall first be
paid to the Company to satisfy the $177,323 outstanding under the note issued by Riverchase to the Company, which note is discussed below.

AdCare is a guarantor of Riverchase’s obligations with respect to certain revenue bonds issued by the City of Hoover in connection with the
Riverchase Village facility, and in order to preserve the Company’s interest in the sale of the Riverchase Village facility, the Company made a payment in the
amount of $85,000 (the “Principal Obligation”) on behalf of Riverchase with respect to its obligations under the bonds. On October 10, 2014, Riverchase
issued a promissory note in favor of the Company in the principal amount of $177,323, which represented the amount of Tax Payment plus the Principal
Obligation. The note does not bear interest and is due upon the closing of the sale of the Riverchase Village facility.

On March 25, 2015, the Company and certain of its subsidiaries entered into a third amendment to the Letter Agreement, as amended (the “Letter
Agreement Third Amendment”), with Mr. Brogdon and entities controlled by him, pursuant to which Riverchase and the Company agreed to amend the
promissory note issued by Riverchase to the Company to: (i) increase the principal amount due under the promissory note issued by Riverchase to the
Company by any additional real property tax payments made by the Company with respect to the Riverchase Village facility and (ii) to state that such
promissory note would not bear interest.

The Letter Agreement Third Amendment amended the Letter Agreement to provide a schedule for the payment to the Company of the net sales
proceeds resulting from a sale of the Riverchase Village facility to a third-party purchaser. The net sales proceeds from such sale shall be distributed to the
Company as follows: (i) an amount sufficient to satisfy all amounts due and owing under the promissory note issued by Riverchase to the Company; (ii) one-
half of the then remaining net sales proceeds; (iii) an amount sufficient to satisfy the amounts due and owing under the promissory note issued by Mr.
Brogdon to the Company; and (d) the then remaining balance of net sales proceeds.

154

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Table of Contents

In connection with the Letter Agreement Third Amendment, the Company and Mr. Brogdon agreed to amend the promissory note issued by Mr.
Brogdon to the Company. Pursuant to this amendment, the principal balance plus any accrued interest under the promissory note issued by Mr. Brogdon to
the Company shall be due and payable on the earlier of: (i) December 31, 2015; or (ii) the closing of the sale of the Riverchase Village facility.

Consulting Agreement. In December 2012, the Company entered into a consulting agreement with Christopher Brogdon pursuant to which he is
compensated by the Company for providing consulting services related to the acquisition and financing of skilled nursing facilities. The consulting
agreement was originally scheduled to terminate on December 31, 2015. As compensation for his services under the consulting agreement, Mr. Brogdon was
originally entitled to receive: (i) $10,000 per month in year one; (ii) $15,000 per month in year two; and (iii) $20,000 per month in year three of the
consulting agreement. In addition, Mr. Brogdon was originally entitled to receive a success fee of $20,000 for each completed transaction; provided,
however, that barring a majority vote of the Board, such success fees on a one-year basis could not exceed $80,000 in year one, $120,000 in year two and
$160,000 in year three of the consulting agreement. In addition, no success fee would be payable for transactions involving leased facilities or transactions in
which the overall consideration is less than $2,500,000. If the consulting agreement was terminated by the Company without cause, the Company would
provide severance pay to Mr. Brogdon in an amount equal to eighteen (18) months of Mr. Brogdon’s maximum total compensation (including success fees).
No success fee was paid to Mr. Brogdon pursuant to the consulting agreement in the years ended December 31, 2013 or 2014.

On May 6, 2014, the Company and Mr. Brogdon entered into an amendment to the consulting agreement to amend it to restructure the
compensation payable to Mr. Brogdon thereunder. The amended consulting agreement eliminated the monthly payments to Mr. Brogdon and instead
provided for an aggregate consulting fee equal to $400,000, among other things, as described below:

• Under the amended consulting agreement, Mr. Brogdon is entitled to receive a success fee of $25,000 (increased from $20,000 under the original
consulting agreement) for each potential acquisition identified by Mr. Brogdon which the Company completes; provided, however, that the success
fee shall not exceed $160,000 in any calendar year without a majority vote of the Board.

• The fee originally payable to Mr. Brogdon upon termination of the original consulting agreement without cause (approximately $550,000 for such
termination prior to a change of control and approximately $1.1 million for such termination within six months after a change of control) was
eliminated in the amended consulting agreement. Instead, Mr. Brogdon will receive a change of control fee of $500,000 if a change of control (as
defined in the amended consulting agreement) occurs on or before May 1, 2015 and the amended consulting agreement has not been earlier
terminated. If a change of control occurs after May 1, 2015, then no change of control fee is payable. The amended consulting agreement will
terminate immediately upon a change of control and any accrued and unpaid success fee and change of control fee (if applicable) will be paid to Mr.
Brogdon upon the closing of the change of control.

Pursuant to the amended consulting agreement, the Company made a one-time payment of $100,000 in respect of the $400,000 consulting fee on
May 6, 2014, and was obligated to pay the remainder of the consulting fee in monthly payments of $15,000, which payments commenced on June 1, 2014.
The amended consulting agreement also provided that, notwithstanding the foregoing, if the Riverchase Village facility (which is owned by an entity which
is owned and controlled by Mr. Brogdon and that is our VIE) was sold prior to September 1, 2014, then the amount of the unpaid consulting fee would be
reduced by (and offset against) the aggregate principal balance owed by Mr. Brogdon to the Company under the promissory note executed by Mr. Brogdon
in favor of the Company, with any remaining balance of the consulting fee owed to Mr. Brogdon to be paid in cash at closing. However, because the sale of
the Riverchase Village facility was not completed prior to September 1, 2014, the balance of the consulting fee owed to Mr. Brogdon by the Company in the
amount of $255,000 was offset against the remaining amount owed by Mr. Brogdon to the Company under the promissory note, thereby reducing the
principal amount of the promissory note to $268,663.

The amended consulting agreement has an indefinite term, subject to the termination of the agreement by either party for cause (subject to a cure
period) or by Mr. Brogdon without cause

Settlement and Indemnification Agreement. On March 26, 2015, the Company and certain entities controlled by Christopher Brogdon entered into a
Settlement and Indemnification Agreement with respect to: (i) certain claims made by the Brogdon entities in connection with management and
administrative services provided by the Company to the Brogdon entities under various management agreements; and (ii) certain pending, or threatened,
legal proceedings against the Company and certain of its subsidiaries, and Mr. Brogdon and certain entities controlled by him, including the litigation filed
in the District Court of Oklahoma County, State of Oklahoma and described in Part I, Item 3, “Legal Proceedings” (collectively, and including any unasserted
claims arising from the management agreements, the “Adcare Indemnified Claims”). Pursuant to the Settlement and Indemnification Agreement, the
Company agreed to contribute up to $600,000 towards the settlement of the litigation, and Mr.
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Brogdon and the Brogdon entities agree to release the Company from any and all claims arising in connection with the management agreements and to
indemnify the Company with respect to the AdCare Indemnified Claims.

The litigation was settled pursuant to the Clanton Settlement Agreement as described under Part I, Item 3, “Legal Proceedings.” Boyd P. Gentry, the
Company’s former Chief Executive Officer, and Mr. Brogdon are parties to such agreement.

Harrah, McLoud and Mecker. On July 26, 2013, a wholly owned subsidiary of the Company entered into management agreements with entities
controlled by Christopher Brogdon, which entities own the skilled-nursing facilities located in Oklahoma known as Harrah Nursing Center, McLoud Nursing
Center and Mecker Nursing Center. Pursuant to the management agreements, the Company subsidiary managed the operations of these facilities. The
management agreements had initial terms of five years with automatic renewal for one-year terms thereafter. Pursuant to the management agreements, the
Brogdon entities which own the facilities agreed to pay the Company subsidiary a fee equal to 5% of the monthly gross revenues of the facilities. Effective
March 1, 2014, the Company terminated the management agreements with respect to Harrah Nursing Center, McLoud Nursing Center and Mecker Nursing
Center.

Oklahoma Facilities. Effective August 1, 2011, entities controlled by Christopher Brogdon acquired five skilled nursing facilities located in
Oklahoma. In connection with the closing of this acquisition, a wholly owned subsidiary of the Company entered into five-year year management agreements
with the Brogdon entities pursuant to which the Company subsidiary supervised the management of the facilities for a monthly fee equal to 5% of the
monthly gross revenues of the facilities.

In December 2012: (i) the Brogdon entities entered into a $1.0 million senior secured credit agreement with Gemino; and (ii) the Company
subsidiary entered into a subordination agreement pursuant to which the Company subsidiary agreed to subordinate its right to payment of all management
fees owed to it by the Brogdon entities to such credit agreement with Gemino. However, the Company subsidiary could continue to accept such management
fees owed to it under the management agreements, so long as no event of default has occurred under the credit agreement entered into among Gemino and the
Brogdon entities. Effective as of March 1, 2014, the Company terminated the management agreements with respect to the facilities. On March 3, 2014, the
Company, Mr. Brogdon and the Brogdon entities entered into an agreement to provide for the transition of the management of the facilities from the
Company to a third-party.

Golden Years Manor. In January 2012, a wholly owned subsidiary of the Company entered into a Purchase and Sale Agreement with Gyman
Properties, LLC, to acquire a 141-bed skilled nursing facility located in Lonoke, Arkansas, known as Golden Years Manor, for an aggregate purchase price of
$6.5 million. Pursuant to the Purchase and Sale Agreement, the Company deposited approximately $0.3 million into escrow to be held as earnest money. In
May 2013, the Company decided not to pursue the acquisition of Golden Years Manor because it determined that the facility no longer met its investment
criteria. At the time of such determination, the Company was not entitled to reimbursement of its deposit under the Purchase and Sale Agreement.
Subsequently, on May 9, 2012, the Company assigned all of its rights under the Purchase and Sale Agreement to GL Nursing, LLC, an entity controlled by
Christopher Brogdon. In connection with such assignment, GL Nursing, LLC agreed to reimburse to the Company the deposit and all of its out-of-pocket
costs relating to Golden Years Manor upon the closing of the acquisition, which occurred on May 31, 2012.

Park City Capital. On March 27, 2014, the Company accepted a Subscription Agreement from Park City Capital Offshore Master, Ltd. (“Park City
Offshore”), an affiliate of Michael J. Fox, pursuant to which the Company issued to Park City Offshore in March 2014 $1,000,000 in principal amount of the
2014 Notes. Mr. Fox is a director of Park City Offshore and a director of the Company and a beneficial owner of 5% of the outstanding common stock. The
promissory note was offered to and sold to Park City Offshore on the same terms and conditions as all other buyers in the offering. For more information
regarding the 2014 Notes see Note 9 - Notes Payable and Other Debt, in Part II, Item 8. “Financial Statements and Supplementary Data.”

On March 31, 2015, the Company accepted a Subscription Agreement from Park City Capital Offshore, for 2015 Notes with an aggregate principal
amount of $1,000,000. The 2015 Note was offered to Park City Offshore on the same terms and conditions as all other investors in the offering except the
2015 Note to be issued to Park City Capital Offshore is not subject to any Adjustment for Dilutive Equity Issuances. For more information regarding the 2015
Notes see Part II, Item 9B. “Other Information.”

For a description of the arrangements between the Company and Mr. Fox regarding his service as a director, see Part III, Item 10, “Directors,
Executive Officers and Corporate Governance.”

Doucet Asset Management, LLC. On February 4, 2015, Doucet Capital, LLC, Doucet Asset Management, LLC, Christopher L. Doucet and Suzette A.
Doucet jointly filed with the SEC a Schedule 13D reporting beneficial ownership of greater than 5% of the common stock. See Part III, Item 12, “Security
Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.”

156

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Table of Contents

On March 31, 2015, the Company accepted Subscription Agreements from Christopher L. Doucet and Suzette A. Doucet for 2015 Notes with an
aggregate principal amount of $250,000. The 2015 Notes were offered to them on the same terms and conditions as all other investors in the offering. With
respect to the offering of 2015 Notes, Institutional Securities Corporation served as the placement agent and Doucet Asset Management, LLC served as the
selected dealer. Institutional Securities Corporation is affiliated with Doucet Asset Management, LLC and is entitled to receive a placement agent fee in the
offering of approximately $146,000, assuming payment of all 2015 Notes subscribed for by investors identified by the placement agent. For more
information regarding the 2015 Notes, see Part II, Item 9B. “Other Information.”

Cantone. On August 21, 2014, Anthony J. Cantone and certain of his affiliates filed with the SEC a Schedule 13G/A reporting beneficial ownership
of greater than 5% of the common stock. See Part III, Item 12, “Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters.” In March 2012, the Company issued an unsecured promissory note to Cantone Asset Management LLC in the principle amount of $3,500,000. In
April 2012, the Company issued an unsecured promissory note to Cantone Asset Management LLC in the principle amount of $1,500,000. In July 2012, the
Company and Cantone Asset Management LLC refinanced these two promissory notes in exchange for the issuance by the Company to Cantone Asset
Management LLC of a 2012 Note in a principle amount of $5,000,000.

In connection with the issuance of the promissory notes to Cantone Asset Management LLC in March and April of 2012, Cantone Research, Inc.
agreed to provide the Company with certain consulting services for a monthly fee if the Company and Cantone Asset Management LLC (or an affiliated
entity) did not agree to the terms of an additional financing arrangement pursuant to which it (or affiliated entity) would loan to the Company at least
$4,000,000 for a four-year term. In July 2012, the consulting agreement was revised so as to provide for a certain monthly fee payable to Cantone Research,
Inc. regardless of whether the Company and Cantone Asset Management LLC agreed to an additional financing arrangement. Furthermore, under the terms of
the revised consulting agreement, the Company issued to Cantone Research, Inc. 50,000 shares of common stock and a warrant to purchase 100,000 shares of
common stock. The Company paid to Cantone Research, Inc. approximately $50,000 during 2014 pursuant to the consulting agreement.

In July 2012 and March 2011, the Company issued and sold to certain accredited investors an aggregate of $7,500,000 and $4,508,700 in principle
amount of 2012 Notes and 2011 Notes, respectively. In connection with the offerings, Cantone Research, Inc. acted as the exclusive agent with respect to the
private placement of the notes. The Company paid to Cantone Research, Inc. $42,500 and $60,000 to act as the placement agent pursuant to the July 2012
and March 2011 offerings, respectively.

In October 2013, the Company settled certain alleged claims made by Anthony J. Cantone, Cantone Asset Management LLC and Cantone Research,
Inc. with respect to their prior dealings with the Company, including, among other things, the Company’s offering of 2012 Notes. In connection with the
settlement, the Company issued to CRI a two−year warrant to purchase 75,000 shares of common stock.

Red Rose Facility. In October 2011, pursuant to the terms of an Assignment of Lease and Landlord’s Consent, Rose Missouri Nursing, LLC, a wholly
owned subsidiary of the Company, became the tenant and operator of the Red Rose facility, a 90-bed skilled nursing facility located in Cassville, Missouri.
In connection with this transaction, Christopher Brogdon guaranteed the performance of the Company’s obligations, including payment obligations, under
the Lease. In December 2012, the Company entered into agreements to indemnify Mr. Brogdon for such guarantees.

On September 30, 2014, the Lease to operate a 90-bed skilled nursing facility located in Cassville, Missouri expired. The Company elected not to
renew the lease agreement consistent with its strategic plan to transition to a healthcare property holding and leasing company.

Termination of Sublease.  On May 6, 2014, ADK Administrative Property, LLC, a wholly owned subsidiary of the Company (“ADK Admin”), and
Winter Haven Homes, Inc. (“Winter Haven”), an entity controlled by Mr. Brogdon, entered into a sublease termination agreement, pursuant to which ADK
Admin and Winter Haven terminated, effective as of May 31, 2014, that certain sublease agreement between them dated as of May 1, 2011. Pursuant to the
sublease agreement, ADK Admin subleased from Winter Haven certain office space located at Two Buckhead Plaza, Atlanta, Georgia, with rent of
approximately $5,000 payable monthly through November 2018. The sublease termination agreement terminated, as of May 31, 2014, all obligations of
ADK Admin under the sublease agreement, including all obligations to pay rent.

Approval of Related Party Transactions

Each of the foregoing transactions was approved by the independent members of the Board of Directors of the Company without the related party
having input with respect to the discussion of such approval. In addition, the Board of Directors believes that each of the foregoing transactions were
necessary for the Company's business and are on terms no less favorable to the Company than could be obtained from independent third parties.

Director Independence

In 2014, five out of eight of our directors, Messrs. Fox, Hackett, Morrison,Radcliffe, and Sturtz, were independent as determined utilizing the standards
for director "independence" set forth in the applicable rules of the NYSE MKT listing standards. Effective January 3, 2015, Mr.Sturtz resigned from the Board
of Directors. Since January 1, 2015, four out of seven of our directors, Messrs. Fox, Hackett, Morrison, and Radcliffe were independent as determined utilizing
the standards for director "independence" set forth in the applicable rules of the NYSE MKT listing standards. Since January 1, 2012, all of the members of
the Audit Committee were considered "independent," as independence for Audit Committee members is defined in the applicable rules of the NYSE MKT
listing standards and the rules of the SEC.

Item 14.    Principal Accountant Fees and Services

Fees

Pursuant to appointment by the Audit Committee, KPMG LLP ("KPMG") has audited the financial statements of the Company and its subsidiaries for
the years ended December 31, 2014 and 2013.

The following table sets forth the aggregate fees that KPMG billed to the Company for the years ended December 31, 2014 and 2013, respectively. All
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  December 31,

(000's)  2014  2013

Audit fees (total)(1)  $ 519  $ 484
Audit-related fees (total)(2)  43  92
Tax fees  —  —
All other fees  —  —

Total fees  $ 562  $ 576

(1) Audit fees include fees associated with professional services rendered by KPMG for the audit of the Company's annual financial statements and
review of financial statements included in the Company's quarterly reports on Form 10-Q.

(2) Audit related fees include fees for the audit of our HUD properties and additional services related to acquisitions, registration statements and other
regulatory filings.

Pre-Approval Policy

The Audit Committee is required to pre-approve all auditing services and permitted non-audit services (including the fees and terms thereof) to be
performed by our independent registered public accounting firm, subject to the de minimis exceptions for non-audit services described in Section 10A(i)(1)
(B) of the Exchange Act that are approved by the Audit Committee prior to completion of the audit.
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PART IV

Item 15.    Exhibits and Financial Statement Schedules

(a)(1) Financial Statements.    The following financial statements of AdCare Health Systems, Inc. and its Subsidiaries are included in Part II, Item 8 of
this Annual Report.

(i) Consolidated Balance Sheets—December 31, 2014 and 2013;

(ii) Consolidated Statements of Operations—Years ended December 31, 2014 and 2013;

(iii) Consolidated Statements of Stockholders' Equity—Years ended December 31, 2014 and 2013;

(iv) Consolidated Statements of Cash Flows—Years ended December 31, 2014 and 2013; and

(v) Notes to Consolidated Financial Statements.

(a)(2) Financial Statement Schedules.    Financial statement schedules are omitted because they are not required, are not material, are not applicable, or
the required information is shown in the financial statements or notes thereto.

(a)(3) Exhibits.    A list of the Exhibits required by Item 601 of Regulation S-K to be filed as a part of this Annual Report is shown on the "Exhibit
Index" filed herewith and incorporated herein by this reference.

In reviewing the agreements included as exhibits to this Annual Report, investors are reminded that they are included to provide information regarding
their terms and are not intended to provide any other factual or disclosure information about AdCare or the other parties to the agreements. Some of the
agreements contain representations and warranties by each of the parties to the applicable agreement. These representations and warranties have been made
solely for the benefit of the other parties to the applicable agreement and:

• Should not in all instances be treated as categorical statements of fact, but rather as a way of allocating the risk to one of the parties if those
statements prove to be inaccurate;

• Have been qualified by the disclosures that were made to the other party in connection with the negotiation of the applicable agreement, which
disclosures are not necessarily reflected in the agreement;

• May apply standards of materiality in a way that is different from what may be viewed as material to you or other investors, and

• Were made only as of the date of the applicable agreement or such other date or dates may be specified in the agreement and are subject to more
recent developments.

Accordingly, the representations and warranties may not describe the actual state of affairs as of the date they were made or at any other time.
Additional information about us may be found elsewhere in this Annual Report and our other public filings with the SEC, which are available without charge
on our website at www.adcarehealth.com.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

 AdCare Health Systems, Inc.
 by: /s/ WILLIAM MCBRIDE III
  William McBride III
  Chairman, President and Chief Executive Officer
  March 31, 2015

Pursuant to the requirements of the Securities Exchange Act of 1934, this Form 10-K has been signed by the following persons in the capacities and on
the dates indicated.

SIGNATURE  TITLE  DATE

     
/s/ WILLIAM MCBRIDE III     
William McBride III  Chairman, Chief Executive Officer (Principal Executive Officer)  March 31, 2015
     
/s/ SHERYL A. WOLF     
Sheryl A. Wolf  Chief Accounting Officer (Principal Financial and Accounting Officer)  March 31, 2015
     
/s/ CHRISTOPHER F. BROGDON     
Christopher F. Brogdon  Director  March 31, 2015
     
/s/ MICHAEL J. FOX     
Michael J. Fox  Director  March 31, 2015
     
/s/ PETER J. HACKETT     
Peter J. Hackett  Director  March 31, 2015
     
/s/ BRENT MORRISON     
Brent Morrison  Director  March 31, 2015
     
/s/ PHILIP S. RADCLIFFE     
Philip S. Radcliffe  Director  March 31, 2015
     
/s/ DAVID A. TENWICK     
David A. Tenwick  Director  March 31, 2015
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2.1 Purchase Agreement, dated as of September 15, 2011, by and between
JRT Group Properties, LLC and AdCare Hembree Road Property, LLC

Incorporated by reference to Exhibit 10.160 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

2.2 Purchase and Sale Agreement, dated as of January 3, 2012, between
SCLR, LLC and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.9 to the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2011

2.3 Purchase and Sale Agreement, dated as of January 17, 2012, between
Gyman Properties, LLC and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.1 to the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2011

2.4 Purchase and Sale Agreement, dated March 12, 2012, by and between
Westlake Nursing Home Limited and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.1 to the Registrant’s Current
Report on Form 8-K filed March 15, 2012

2.5 Purchase and Sale Agreement, dated March 14, 2012, by and between
F & F Ventures, LLC, Tulsa Christian Care, Inc., d/b/a/ Companions
Specialized Care Center and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.2 to the Registrant’s Current
Report on Form 8-K filed March 15, 2012

2.6 Purchase and Sale Agreement, dated as of April 3, 2012, between Evans
Memorial Hospital, Inc. and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.1 to the Registrant’s Current
Report on Form 8-K filed April 9, 2012

2.7 Third Amendment to Purchase and Sale Agreement, dated as of April 17,
2012, by and between First Commercial Bank and AdCare Property
Holdings, LLC.

Incorporated by reference to Exhibit 2.2 to the Registrant’s Current
Report on Form 8-K filed April 23, 2012

2.8 Purchase Agreement, dated as of April 27, 2012, between AdCare
Property Holdings, LLC and 1761 Pinewood Holdings, LLC

Incorporated by reference to Exhibit 2.1 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012

2.9 Second Amendment to Purchase and Sale Agreement, dated April 30,
2012, by and between Gyman Properties, LLC and AdCare Property
Holdings, LLC

Incorporated by reference to Exhibit 2.2 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012

2.10 First Amendment to Purchase and Sale Agreement, dated May 15, 2012,
by and between AdCare Property Holdings, LLC and Westlake Nursing
Home Limited

Incorporated by reference to Exhibit 2.6 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

2.11 Purchase Agreement, dated June 4, 2012, by and between AdCare
Hembree Road Property, LLC and JRT Group Properties, LLC

Incorporated by reference to Exhibit 2.7 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

2.12 Second Amendment to Purchase and Sale Agreement, dated June 19,
2012, by and among F & F Ventures, LLC, Tulsa Christian Care, Inc.,
d/b/a Companions Specialized Care Center, George Perry Farmer, Jr.,
Jessica L. Farmer and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.5 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

2.13 Amendment to Purchase Agreement, dated July 19, 2012, between 1761
Pinewood Holdings, LLC and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.1 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

2.14 Purchase and Sale Agreement, dated as of August 9, 2012, between
Winyah Nursing Home, Inc. and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.1 to the Registrant’s Current
Report on Form 8-K filed August 15, 2012

2.15 Second Amendment to Purchase Agreement, dated as of August 31,
2012, between Winyah Nursing Home, Inc. and AdCare Property
Holdings, LLC

Incorporated by reference to Exhibit 2.3 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

2.16 Third Amendment to Purchase Agreement, dated as of September 27,
2012, between 1761 Pinewood Holdings, LLC and AdCare Property
Holdings, LLC

Incorporated by reference to Exhibit 2.4 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

2.17 Agreement of Sale, dated October 11, 2012, between AdCare Health
Systems, Inc., certain of its subsidiaries named therein and CHP
Acquisition Company, LLC

Incorporated by reference to Exhibit 2.5 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012
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2.18 Assignment of Purchase and Sale Agreement, dated October 12, 2012,
executed by AdCare Property Holdings, LLC in favor of Edwards
Redeemer Property Holdings, LLC and ER Nursing, LLC

Incorporated by reference to Exhibit 2.6 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

2.19 Assignment of Purchase and Sale Agreement, dated October 12, 2012,
executed by AdCare Property Holdings, LLC in favor of WP Oklahoma
Nursing, LLC

Incorporated by reference to Exhibit 2.7 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

2.20 Membership Interest Power (transferring membership interests of
Edwards Redeemer Property Holdings, LLC from AdCare Property
Holdings, LLC to Christopher Brogdon), dated October 12, 2012

Incorporated by reference to Exhibit 2.8 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

2.21 Fourth Amendment to Purchase and Sale Agreement, dated October 8,
2012, between AdCare Property Holdings, LLC and First Commercial
Bank

Incorporated by reference to Exhibit 2.5 to the Registrant’s Current
Report on Form 8-K filed October 10, 2012

2.22 Membership Interest Purchase Agreement, dated as of September 25,
2012, by and between John B. Montgomery and Michael Morton and
AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.1 to the Registrant’s Current
Report on Form 8-K filed October 1, 2012

2.23 Addendum to Membership Interest Purchase Agreement, dated as of
September 26, 2012, by and between John B. Montgomery and Michael
Morton and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.2 to the Registrant’s Current
Report on Form 8-K filed October 1, 2012

2.24 First Amendment to Purchase and Sale Agreement, effective as of
October 31, 2012, between AdCare Property Holdings, LLC and Winyah
Nursing Home, LLC

Incorporated by reference to Exhibit 2.12 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

2.25 Fifth Amendment to Purchase and Sale Agreement, dated as of November
30, 2012, by and between First Commercial Bank and AdCare Property
Holdings, LLC

Incorporated by reference to Exhibit 2.6 of the Registrant’s Current
Report on Form 8-K filed December 19, 2012

2.26 First Amendment to Asset Purchase Agreement, dated December 28,
2012, among CHP Acquisition Company, LLC, AdCare Health Systems
Inc. and certain of its subsidiaries named therein

Incorporated by reference to Exhibit 2.25 of the Registrant’s Annual
Report on Form 10-K for the fiscal year ended December 31, 2012

2.27 Assignment of Purchase and Sale Agreement, dated December 31, 2012,
by and between AdCare Property Holdings, LLC, Northwest Property
Holdings, LLC and NW 61st Nursing, LLC

Incorporated by reference to Exhibit 2.26 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2012

2.28 Purchase and Sale Agreement, dated February 15, 2013, between AdCare
Property Holdings, LLC and Avalon Health Care, LLC

Incorporated by reference to Exhibit 2.27 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2012

2.29 First Amendment to Purchase and Sale Agreement, dated March 14,
2013, between AdCare Property Holdings, LLC and Avalon Health Care,
LLC

Incorporated by reference to Exhibit 2.28 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2012

2.30 First Amendment to Purchase and Sale Agreement, dated March 20,
2012, by and between Gyman Properties, LLC and AdCare Property
Holdings, LLC

Incorporated by reference to Exhibit 2.30 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2012

2.31 First Amendment to Purchase and Sale Agreement, dated April 19, 2012,
by and among AdCare Property Holdings, LLC, F & F Ventures, LLC and
Tulsa Christian Care, Inc., d/b/a Companions Specialized Care Center

Incorporated by reference to Exhibit 2.31 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2012

2.32 Reinstatement, Sixth Amendment and Assignment of Purchase and Sale
Agreement, dated May 7, 2013, by and among First Commercial Bank,
Brogdon Family, LLC and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 2.3 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

2.33 Third Amendment to Purchase and Sale Agreement, dated July 31, 2012,
by and among AdCare Property Holdings, LLC, F & F Ventures, LLC and
Tulsa Christian Care, Inc., d/b/a Companions Specialized Care Center

Incorporated by reference to Exhibit 2.32 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2012

2.34 Second Amendment to Purchase and Sale Agreement, dated August 31,
2012, by and between AdCare Property Holdings, LLC and 1761
Pinewood Holdings, LLC

Incorporated by reference to Exhibit 2.3 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012
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3.1 Declaration of Conversion of AdCare Health Systems, Inc., an Ohio
corporation, to AdCare Health Systems, Inc., a Georgia corporation

Incorporated by reference to Appendix A of the Registrant’s Proxy
Statement on Schedule 14A filed with the Securities and Exchange
Commission on October 29, 2013

3.2 Certificate of Conversion of AdCare Health Systems, Inc. Incorporated by reference to Exhibit 3.2 of the Registrant’s Current
report on Form 8-K filed on December 18, 2013

3.3 Certificate for Conversion for Entities Converting Within or Off the
Records of the Ohio Secretary of State.

Incorporated by reference to Exhibit 3.1 of the Registrant’s Current
report on Form 8-K filed on December 18, 2013

3.4 Articles of Incorporation of AdCare Health Systems, Inc., filed with the
Secretary of State of the State of Georgia on December 12, 2013

Incorporated by reference to Exhibit 3.3 of the Registrant’s Current
report on Form 8-K filed on December 27, 2013

3.5 Articles of Correction to Articles of Incorporation of AdCare Health
Systems, Inc., filed with the Secretary of State of the State of Georgia on
December 12, 2013.

Incorporated by reference to Exhibit 3.1 of the Registrant’s Current
report on Form 8-K filed on December 27, 2013

3.6 Bylaws of AdCare Health Systems, Inc. Incorporated by reference to Exhibit 3.4 of the Registrant’s Current
report on Form 8-K filed on December 27, 2013

3.7 Amendment No. 1 to the Bylaws of AdCare Health Systems, Inc. Incorporated by reference to Exhibit 3.7 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2013

4.1 Specimen Common Stock Certificate of AdCare Health Systems, Inc. Incorporated by reference to Exhibit 3.1 of the Registrant’s Current
report on Form 8-K filed on December 18, 2013

4.2* 2004 Stock Option Plan of AdCare Health Systems, Inc. Incorporated by reference to Exhibit 4.1 of the Registrant’s
Registration Statement on Form S-8 (Registration No. 333-131542)
filed October 27, 2011

4.3* 2005 Stock Option Plan of AdCare Health Systems, Inc. Incorporated by reference to Exhibit 4.2 of the Registrant’s
Registration Statement on Form S-8 (Registration No. 333-131542)
filed October 27, 2011

4.4* AdCare Health Systems, Inc. 2011 Stock Incentive Plan Incorporated by reference to Exhibit 4.3 of the Registrant’s
Registration Statement on Form S-8 (Registration No. 333-131542)
filed October 27, 2011

4.5* Form of Non-Statutory Stock Option Agreement Incorporated by reference to Exhibit 4.4 of the Registrant’s
Registration Statement on Form S-8 (Registration No. 333-131542)
filed October 27, 2011

4.6* Form of Incentive Stock Option Agreement Incorporated by reference to Exhibit 4.5 of the Registrant’s
Registration Statement on Form S-8 (Registration No. 333-131542)
filed October 27, 2011

4.7 Form of Subordinated Convertible Note, issued April 29, 2011, by
AdCare Health Systems, Inc.

Incorporated by reference to Exhibit 4.2 to the Registrant’s Form S-3
(File No. 333-175541)

4.8* Warrant to Purchase Shares of Common Stock, dated January 10, 2011,
issued by AdCare Health Systems, Inc. to Boyd P. Gentry

Incorporated by reference to Exhibit 10.158 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

4.9 Warrant to Purchase Shares of Common Stock, dated March 31, 2011,
issued by AdCare Health Systems, Inc. to Cantone Research, Inc.

Incorporated by reference to Exhibit 4.3 to the Registrant’s Form S-3
(File No. 333-175541)

4.10 Registration Rights Agreement, dated April 29, 2011, by and among
AdCare Health Systems, Inc. and the investors named therein

Incorporated by reference to Exhibit 4.5 to the Registrant’s Form S-3
(File No. 333-175541)

4.11 Registration Rights Agreement, dated March 31, 2011, by and among
AdCare Health Systems, Inc. and the investors named therein

Incorporated by reference to Exhibit 10.2 to the Registrant’s Form S-
3 (File No. 333-175541)

4.12 Form of Registration Rights Agreement, dated as of June 28, 2012,
between AdCare Health Systems, Inc. and the Buyers signatory thereto

Incorporated by reference to Exhibit 99.2 to the Registrant’s Current
Report on Form 8-K filed July 5, 2012
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4.13 Form of 8% Subordinated Convertible Note Due 2015 issued by AdCare
Health Systems, Inc.

Incorporated by reference to Exhibit 99.3 to the Registrant’s Current
Report on Form 8-K filed July 5, 2012

4.14 Form of Warrant to Purchase Common Stock of the Company Incorporated by reference to Exhibit 4.3 to the Registrant’s Form S-3
(File No. 333-175541)

4.15 Form of Subordinated Convertible Note, issued March 31, 2011, by
AdCare Health Systems, Inc.

Incorporated by reference to Exhibit 10.3 to the Registrant’s Current
Report on Form 8-K filed April 6, 2011

4.16 Warrant to Purchase 312,500 Shares of Common Stock, dated April 1,
2012, issued by AdCare Health Systems, Inc. to Strome Alpha Offshore
Ltd.

Incorporated by reference to Exhibit 4.1 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

4.17 Warrant to Purchase 300,000 Shares of Common Stock, dated March 30,
2012, issued by AdCare Health Systems, Inc. to Cantone Asset
Management LLC

Incorporated by reference to Exhibit 4.2 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

4.18 Warrant to Purchase 100,000 Shares of Common Stock, dated July 2,
2012, issued by AdCare Health Systems, Inc. to Cantone Research, Inc.

Incorporated by reference to Exhibit 4.3 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

4.19 Warrant to Purchase 50,000 Shares of Common Stock, dated December
28, 2012, issued by AdCare Health Systems, Inc. to Strome Alpha
Offshore Ltd.

Incorporated by reference to Exhibit 4.21 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2012

4.20 Warrant to Purchase 15,000 Shares of Common Stock, dated August 31,
2012, issued by AdCare Health Systems, Inc. to Hayden IR, LLC

Incorporated by reference to Exhibit 4.22 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2012

4.21* Warrant to Purchase 70,000 Shares of Common Stock, dated May 15,
2013, issued by AdCare Health Systems, Inc. to Ronald W. Fleming

Incorporated by reference to Exhibit 4.23 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2012

4.22 Warrant to Purchase 75,000 shares of Common Stock, dated October 26,
2013, issued by AdCare Health Systems, Inc. to Cantone Research, Inc.

Incorporated by reference to Exhibit 4.2 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2013

4.23 Form of Registration Rights Agreement, dated March 28, 2014, by and
among AdCare Health Systems, Inc. and the investors named therein

Incorporated by reference to Exhibit 4.23 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2013

4.24 Form of 10% Subordinated Convertible Note Due April 30, 2015 issued
by AdCare Health Systems, Inc.

Incorporated by reference to Exhibit 4.24 of the Registrant’s Annual
Report on Form 10-K for the year ended December 31, 2013

4.25 Form of Warrant, dated March 28, 2014, issued by AdCare Health
Systems, Inc. to the placement agent and its affiliates in connection with
the offering of 10% Subordinated Convertible Notes Due April 30, 2015

Incorporated by reference to Exhibit 4.3 of the Registrant's Quarterly
Report on Form 10-Q for the three months ended March 31, 2014

10.1* Employment Agreement between AdCare Health Systems, Inc. and David
A. Tenwick, dated September 1, 2008

Incorporated by reference to Exhibit 99.1 of the Registrant’s Form 8-
K filed September 8, 2008

10.2 Reimbursement Agreement between Community's Hearth & Home, Ltd.
and Cornerstone Bank dated December 1, 2002

Incorporated by reference to Exhibit 10.14 of the Registrant's
Registration Statement Form SB (Registration No. 333-131542)
filed February 3, 2006

10.3 Reimbursement Agreement between Community's Hearth & Home, Ltd.
and The Huntington National Bank dated September 13, 2007

Incorporated by reference to Exhibit 10.19 of the Registrant's annual
report on form 10-KSB as amended March 31, 2008

10.4 Form of Warrant granted to management to Purchase Shares of AdCare
Health Systems, Inc. dated November 20, 2007

Incorporated by reference to Exhibit 10.19 of the Registrant's annual
report on form 10-KSB as amended March 31, 2008

10.5 Regulatory Agreement and Mortgage Note between The Pavilion Care
Center, LLC and Red Mortgage Capital, Inc, in the original amount of
$2,108,800 dated November 27, 2007

Incorporated by reference to Exhibit 10.19 of the Registrant's annual
report on form 10-KSB as amended March 31, 2008

10.6 Regulatory Agreement and Mortgage Note between Hearth & Home of
Urbana and Red Mortgage Capital, Inc, in the original amount of
$2,142,700 dated June 26, 2008

Incorporated by reference to Exhibit 10.26 of the Registrant's annual
report on form 10-K filed March 31, 2009
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10.7 Regulatory Agreement and Mortgage Note between Community's Hearth
& Home and Red Mortgage Capital, Inc, in the original amount of
$1,863,800 dated June 26, 2008

Incorporated by reference to Exhibit 10.27 of the Registrant's annual
report on form 10-K filed March 31, 2009

10.8 Promissory Note between Assured Health Care and Huntington National
Bank in the original amount of $760,000 dated July 24, 2008

Incorporated by reference to Exhibit 10.28 of the Registrant's annual
report on form 10-K filed March 31, 2009

10.9 Promissory Note between AdCare Health Systems, Inc. and Huntington
National Bank in the original amount of $300,000 dated October 17,
2008

Incorporated by reference to Exhibit 10.29 of the Registrant’s
annual report on form 10-K filed March 31, 2009

10.10 Promissory Note between AdCare Health Systems, Inc. and Huntington
National Bank in the original amount of $100,000 dated November 14,
2008

Incorporated by reference to Exhibit 10.30 of the Registrant’s
annual report on form 10-K filed March 31, 2009

10.11 Regulatory Agreement and Mortgage Note between Hearth & Care of
Greenfield and Red Mortgage Capital, Inc, in the original amount of
$2,524,800 dated July 29, 2008

Incorporated by reference to Exhibit 10.31 of the Registrant’s
annual report on form 10-K filed March 31, 2009

10.12 Promissory Note between AdCare Health Systems and the AdCare
Deferred Compensation plan for a $150,000 line of credit dated January
2008

Incorporated by reference to Exhibit 10.32 of the Registrant’s
annual report on form 10-K filed March 31, 2009

10.13 Loan Agreement and Secured Promissory Note between Coosa Nursing
ADK, LLC, and Metro City Bank in the original amount of $7,500,000
dated September 30, 2010

Incorporated by reference to Exhibits 10.1 and 10.2 of the
Registrant’s Form 8-K filed October 6, 2010

10.14 Mt. Kenn Property Holdings, LLC Deed to Secure Debt, Assignment of
Rents and Security Agreement dated April 29, 2011

Incorporated by reference to Exhibit 10.4 to the Registrant’s Current
Report on Form 8-K filed May 5, 2011

10.15 CP Property Holdings, LLC Business Loan Agreement dated May 25,
2011

Incorporated by reference to Exhibit 10.1 to the Registrant’s Current
Report on Form 8-K filed June 6, 2011

10.16 CP Property Holdings, LLC Loan Agreement dated May 27, 2011 Incorporated by reference to Exhibit 10.2 to the Registrant’s Current
Report on Form 8-K filed June 6, 2011

10.17 Form of Promissory Note, issued by Mount Trace Nursing ADK, LLC Incorporated by reference to Exhibit 10.1 to the Registrant’s Current
Report on Form 8-K filed June 16, 2011

10.18 Amendment, dated June 22, 2011, between Hearth & Home of Ohio, Inc.
and Christopher F. Brogdon

Incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K filed June 22, 2011

10.19 Guaranty, dated May 26, 2011, made by Christopher F. Brogdon Incorporated by reference to Exhibit 10.34 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011

10.20 Guaranty, dated May 26, 2011, made by Connie B. Brogdon Incorporated by reference to Exhibit 10.35 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011

10.21 Operations Transfer Agreement, dated May 1, 2011, between Five Star
Quality Care-GA, LLC and Erin Nursing, LLC

Incorporated by reference to Exhibit 10.36 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011

10.22 Operations Transfer Agreement, dated May 1, 2011, between Five Star
Quality Care-GA, LLC and Mt. Kenn Nursing, LLC

Incorporated by reference to Exhibit 10.37 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011

10.23 Operations Transfer Agreement, dated May 1, 2011, between Five Star
Quality Care-GA, LLC and Mt. Kenn Nursing, LLC

Incorporated by reference to Exhibit 10.38 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011

10.24 Commercial Guaranty, dated May 25, 2011,made by Christopher F.
Brogdon

Incorporated by reference to Exhibit 10.39 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011

10.25 Commercial Guaranty, dated May 25, 2011, made by Connie B. Brogdon Incorporated by reference to Exhibit 10.40 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011
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10.26 Joinder Agreement, Third Amendment and Supplement to Credit
Agreement, dated June 2, 2011, among Gemino Healthcare Finance, LLC
and the subsidiaries of the Company named therein

Incorporated by reference to Exhibit 10.41 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011

10.27 Loan Agreement, dated July 27, 2011, between Erin Property Holdings,
LLC and Bank of Atlanta, with respect to the SBA Loan #47671350-10

Incorporated by reference to Exhibit 10.42 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011

10.28 Term Note, dated July 27, 2011, made by Erin Property Holdings, LLC in
favor of Bank of America, with respect to the USDA Loan

Incorporated by reference to Exhibit 10.1 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011

10.29 Note, dated July 27, 2011, made by Erin Property Holdings, LLC, in
favor of Bank of America, with respect to the SBA Loan

Incorporated by reference to Exhibit 10.2 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.30 Term Loan Agreement, dated July 27, 2011, among Erin Property
Holdings, LLC, Erin Nursing, LLC, AdCare Health Systems, Inc. and
Bank of Atlanta, with respect to the USDA Loan

Incorporated by reference to Exhibit 10.3 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.31 Loan Agreement, dated July 27, 2011, between Erin Property Holdings,
LLC and Bank of Atlanta, with respect to the SBA Loan

Incorporated by reference to Exhibit 10.4 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.32 Deed to Secure Debt and Security Agreement, dated July 27, 2011,
between Erin Property Holdings, LLC and Bank of Atlanta, with respect
to the USDA Loan

Incorporated by reference to Exhibit 10.5 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.33 Deed to Secure Debt and Security Agreement, dated July 27, 2011,
between Erin Property Holdings, LLC and Bank of Atlanta, with respect
to the SBA Loan

Incorporated by reference to Exhibit 10.6 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.34 Deed to Secure Debt and Security Agreement, dated July 27, 2011,
between Erin Property Holdings, LLC and Bank of Atlanta, with respect
to the SBA Loan

Incorporated by reference to Exhibit 10.6 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.35 Assignment of Leases and Rents, dated July 27, 2011, between Erin
Property Holdings, LLC and Bank of Atlanta, with respect to the USDA
Loan

Incorporated by reference to Exhibit 10.7 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.36 Assignment of Leases and Rents, dated July 27, 2011, between Erin
Property Holdings, LLC and Bank of Atlanta, with respect to the SBA
Loan

Incorporated by reference to Exhibit 10.8 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.37 Indemnity Agreement, Regarding Hazardous Materials, dated July 27,
2011, between Erin Property Holdings, LLC and Bank of Atlanta, with
respect to the USDA Loan

Incorporated by reference to Exhibit 10.9 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.38 Indemnity Agreement, Regarding Hazardous Materials, dated July 27,
2011, between Erin Property Holdings, LLC and Bank of Atlanta, with
respect to the USDA Loan

Incorporated by reference to Exhibit 10.10 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.39 Security Agreement, dated July 27, 2011, between Erin Property
Holdings, LLC, Erin Nursing, LLC and Bank of Atlanta, with respect to
the USDA Loan

Incorporated by reference to Exhibit 10.11 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.40 Security Agreement, dated July 27, 2011, between Erin Property
Holdings, LLC, Erin Nursing, LLC and Bank of Atlanta, with respect to
the SBA Loan

Incorporated by reference to Exhibit 10.12 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.41 Guaranty, dated July 27, 2011, made by Erin Nursing, LLC, with respect
to the USDA Loan

Incorporated by reference to Exhibit 10.13 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.42 Guaranty, dated July 27, 2011, made by AdCare Health Systems, Inc.,
with respect to the USDA Loan

Incorporated by reference to Exhibit 10.14 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.43 Unconditional Guarantee Business and Industry Guarantee Loan
Program, dated July 27, 2011, made by Erin Nursing, LLC, with respect
to the USDA Loan

Incorporated by reference to Exhibit 10.15 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011
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10.44 Unconditional Guarantee Business and Industry Guarantee Loan
Program, dated July 27, 2011, made by AdCare Health Systems, Inc.,
with respect to the USDA Loan

Incorporated by reference to Exhibit 10.16 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.45 Unconditional Guarantee, dated July 27, 2011, made by Erin Nursing,
LLC, with respect to the SBA Loan

Incorporated by reference to Exhibit 10.17 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.46 Unconditional Guarantee, dated July 27, 2011, made by AdCare Health
Systems, Inc., with respect to the SBA Loan

Incorporated by reference to Exhibit 10.18 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.47 Escrow Agreement, dated July 27, 2011, between Erin Property
Holdings, LLC, Bank of Atlanta, and Bank of Atlanta as Escrow Agent,
with respect to the USDA Loan and the SBA Loan

Incorporated by reference to Exhibit 10.19 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.48 Loan Agreement, dated July 27, 2011, between Erin Property Holdings,
LLC and Bank of Atlanta, with respect to the SBA Loan #47671350-10

Incorporated by reference to Exhibit 10.20 to the Registrant’s
Quarterly Report on Form 10-Q for the Quarter ended June 30, 2011

10.49 Securities Purchase Agreement dated April 29, 2011, by and among
AdCare Health Systems, Inc. and the investors named therein

Incorporated by reference to Exhibit 10.2 of the Registrant’s Form S-
3 (File No. 333-175541)

10.50 Loan Agreement, made and entered into September 1, 2011, by and
between Homestead Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.51 Promissory Note, dated September 1, 2011, issued by Homestead
Property Holdings, LLC, in favor of Metro City Bank, in the amount of
$3,600,000

Incorporated by reference to Exhibit 99.2 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.52 Mortgage and Security Agreement, dated September 1, 2011, between
Homestead Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 99.3 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.53 Security Agreement, dated September 1, 2011, between Homestead
Property Holdings, LLC and Homestead Nursing, LLC, as the debtor, and
Metro City Bank, as the secured party

Incorporated by reference to Exhibit 99.4 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.54 Guaranty, dated as of September 1, 2011, issued by Homestead Nursing,
LLC in favor of Metro City Bank

Incorporated by reference to Exhibit 99.5 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.55 Guaranty, dated as of September 1, 2011, issued by AdCare Health
Systems, Inc., in favor of Metro City Bank

Incorporated by reference to Exhibit 99.6 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.56 Guaranty, dated as of September 1, 2011, issued by AdCare Health
Systems, Inc., in favor of Metro City Bank

Incorporated by reference to Exhibit 99.6 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.57 Guaranty, dated as of September 1, 2011, issued by Christopher F.
Brogdon in favor of Metro City Bank

Incorporated by reference to Exhibit 99.7 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.58 Loan Agreement, dated as of September 1, 2011, by and among Benton
Property Holdings, LLC; Park Heritage Property Holdings, LLC and
Valley River Property Holdings, LLC, as borrowers, and The PrivateBank
and Trust Company, as lender

Incorporated by reference to Exhibit 99.8 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.59 Promissory Note, dated September 1, 2011, issued by Benton Property
Holdings, LLC; Park Heritage Property Holdings, LLC and Valley River
Property Holdings, LLC, in favor of The PrivateBank and Trust
Company, in the amount of $11,800,000

Incorporated by reference to Exhibit 99.9 to the Registrant’s Current
Report on Form 8-K filed September 7, 2011

10.60 Term Loan Agreement, dated July 27, 2011, among Erin Property
Holdings, LLC, Erin Nursing, LLC, AdCare Health Systems, Inc. and
Bank of Atlanta, with respect to the USDA Loan

Incorporated by reference to Exhibit 99.10 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011
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10.61 Mortgage, Security Agreement, Assignment of Rents and Leases and
Fixture Filing, dated as of September 1, 2011, executed by Benton
Property Holdings, LLC, to and for the benefit of The PrivateBank and
Trust Company

Incorporated by reference to Exhibit 99.11 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.62 Mortgage, Security Agreement, Assignment of Rents and Leases and
Fixture Filing, dated as of September 1, 2011, executed by Valley River
Property Holdings, LLC, to and for the benefit of The PrivateBank and
Trust Company

Incorporated by reference to Exhibit 99.12 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.63 Guaranty of Payment and Performance, dated as of September 1, 2011,
issued by AdCare Health Systems, Inc.; Benton Nursing, LLC; Park
Heritage Nursing, LLC; and Valley River Nursing, LLC in favor of The
PrivateBank and Trust Company

Incorporated by reference to Exhibit 99.13 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.64 Guaranty of Payment and Performance, dated as of September 1, 2011,
issued by AdCare Health Systems, Inc.; Benton Nursing, LLC; Park
Heritage Nursing, LLC; and Valley River Nursing, LLC in favor of The
PrivateBank and Trust Company

Incorporated by reference to Exhibit 99.13 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.65 Secured Promissory Note, dated August 31, 2011, issued by Benton
Property Holdings, LLC; Valley River Property Holdings, LLC;
Homestead Property Holdings, LLC; Park Heritage Property Holdings,
LLC and Home Office Property Holdings, LLC, in favor of KMJ
Management, LLC (d/b/a Pinnacle Healthcare, LLC), in the amount of
$2,400,000

Incorporated by reference to Exhibit 99.14 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.66 Mortgage, made and entered into as of August 31, 2011, by and between
Benton Property Holdings, LLC and KMJ Management, LLC

Incorporated by reference to Exhibit 99.15 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.67 Mortgage, made and entered into as of August 31, 2011, by and between
Park Heritage Property Holdings, LLC and KMJ Management, LLC

Incorporated by reference to Exhibit 99.16 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.68 Mortgage, made and entered into as of August 31, 2011, by and between
Valley River Property Holdings, LLC and KMJ Management, LLC

Incorporated by reference to Exhibit 99.17 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.69 Pledge and Security Agreement with Power of Sale, entered into and
executed as of August 31, 2011, by and between AdCare Property
Holdings, LLC and KMJ Management, LLC, with respect to one hundred
percent (100%) of the ownership interest in Benton Property Holdings,
LLC

Incorporated by reference to Exhibit 99.18 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.70 Pledge and Security Agreement with Power of Sale, entered into and
executed as of August 31, 2011, by and between AdCare Property
Holdings, LLC and KMJ Management, LLC, with respect to one hundred
percent (100%) of the ownership interest in Valley River Property
Holdings, LLC

Incorporated by reference to Exhibit 99.19 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.71 Pledge and Security Agreement with Power of Sale, entered into and
executed as of August 31, 2011, by and between AdCare Property
Holdings, LLC and KMJ Management, LLC, with respect to one hundred
percent (100%) of the ownership interest in Homestead Property
Holdings, LLC

Incorporated by reference to Exhibit 99.20 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.72 Pledge and Security Agreement with Power of Sale, entered into and
executed as of August 31, 2011, by and between AdCare Property
Holdings, LLC and KMJ Management, LLC, with respect to one hundred
percent (100%) of the ownership interest in Park Heritage Property
Holdings, LLC

Incorporated by reference to Exhibit 99.21 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011
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10.73 Pledge and Security Agreement with Power of Sale, entered into and
executed as of August 31, 2011, by and between AdCare Property
Holdings, LLC and KMJ Management, LLC, with respect to one hundred
percent (100%) of the ownership interest in Home Office Property
Holdings, LLC

Incorporated by reference to Exhibit 99.22 to the Registrant’s
Current Report on Form 8-K filed September 7, 2011

10.74 Loan Agreement, dated September 6, 2011, by and between CP Property
Holdings, LLC; CP Nursing, LLC; and Economic Development
Corporation of Fulton County

Incorporated by reference to Exhibit 10.43 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2011

10.75 Promissory Note, dated September 6, 2011, issued by CP Property
Holdings, LLC, in favor of Economic Development Corporation of
Fulton County, in the amount of $2,034,000

Incorporated by reference to Exhibit 10.44 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2011

10.76 Deed to Secure Debt and Security Agreement, made an entered into
September 6, 2011, by and between CP Property Holdings, LLC and
Economic Development Corporation of Fulton County

Incorporated by reference to Exhibit 10.45 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2011

10.77 Security Agreement, made and entered into as of September 6, 2011,
between CP Property Holdings, LLC and CP Nursing, LLC, as grantors,
and Economic Development Corporation of Fulton County, as the
secured party

Incorporated by reference to Exhibit 10.46 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2011

10.78 Unconditional Guarantee, dated September 6, 2011, issued by AdCare
Health Systems, Inc. in favor of Economic Development Corporation of
Fulton County

Incorporated by reference to Exhibit 10.47 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2011

10.79 Unconditional Guarantee, dated September 6, 2011, issued by CP
Nursing, LLC in favor of Economic Development Corporation of Fulton
County

Incorporated by reference to Exhibit 10.48 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2011

10.80 Unconditional Guarantee, dated September 6, 2011, issued by Hearth
and Home of Ohio, Inc. in favor of Economic Development Corporation
of Fulton County

Incorporated by reference to Exhibit 10.49 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2011

10.81 Loan Agreement, dated as of September 30, 2011, by and among Benton
Nursing, LLC, Park Heritage Nursing, LLC and Valley River Nursing,
LLC, as borrowers, and The PrivateBank and Trust Company, as lender

Incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K filed October 6, 2011

10.82 Promissory Note, dated September 30, 2011, issued by Benton Nursing,
LLC, Park Heritage Nursing, LLC and Valley River Nursing, LLC, in
favor of The PrivateBank and Trust Company, in the amount of
$2,000,000

Incorporated by reference to Exhibit 99.2 to the Registrant’s Current
Report on Form 8-K filed October 6, 2011

10.83 Guaranty of Payment and Performance, dated September 30, 2011,
executed by AdCare Health Systems, Inc., Benton Property Holdings,
LLC, Park Heritage Property Holdings, LLC and Valley River Property
Holdings, LLC, in favor of The PrivateBank and Trust Company

Incorporated by reference to Exhibit 99.3 to the Registrant’s Current
Report on Form 8-K filed October 6, 2011

10.84 Term Loan Agreement, dated as of October 14, 2011, by and among
Homestead Property Holdings, LLC and Homestead Nursing, LLC, as
borrowers; AdCare Health Systems, Inc., as guarantor; and Square 1
Bank, as lender

Incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K filed October 20, 2011

10.85 Term Note, dated October 14, 2011, issued by Homestead Property
Holdings, LLC and Homestead Nursing, LLC, in favor of Square 1 Bank,
in the amount of $3,600,000

Incorporated by reference to Exhibit 99.2 to the Registrant’s Current
Report on Form 8-K filed October 20, 2011

10.86 Mortgage and Security Agreement, dated October 14, 2011, by and
between Homestead Property Holdings, LLC and Square 1 Bank

Incorporated by reference to Exhibit 99.3 to the Registrant’s Current
Report on Form 8-K filed October 20, 2011

10.87 Security Agreement, dated October 14, 2011, by and between Homestead
Property Holdings, LLC and Homestead Nursing, LLC, as debtors, and
Square 1 Bank, as the secured party

Incorporated by reference to Exhibit 99.4 to the Registrant’s Current
Report on Form 8-K filed October 20, 2011
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10.88 Guaranty, dated October 14, 2011, issued by AdCare Health
Systems, Inc. in favor of Square 1 Bank

Incorporated by reference to Exhibit 99.5 to the Registrant’s Current
Report on Form 8-K filed October 20, 2011

10.89 United States Department of Agriculture Rural Development,
Unconditional Guarantee, Business and Industry Guaranteed Loan
Program, on Form RD 4279-14, dated October 13, 2011, issued by
AdCare Health Systems, Inc. in favor of Square 1 Bank

Incorporated by reference to Exhibit 99.6 to the Registrant’s Current
Report on Form 8-K filed October 20, 2011

10.90 Escrow Agreement, dated October 14, 2011, by and among Homestead
Property Holdings, LLC and Homestead Nursing, LLC, as borrowers, and
Square 1 Bank, as both lender and escrow agent

Incorporated by reference to Exhibit 99.7 to the Registrant’s Current
Report on Form 8-K filed October 20, 2011

10.91 Purchase and Sale Agreement, made and entered into as of May 5, 2011,
by and between First Commercial Bank and Brogdon Family, LLC

Incorporated by reference to Exhibit 99.8 to the Registrant’s Current
Report on Form 8-K filed October 20, 2011

10.92 First Amendment to Purchase and Sale Agreement, made and entered into
as of June 13, 2011, by and between First Commercial Bank and
Brogdon Family, LLC

Incorporated by reference to Exhibit 99.9 to the Registrant’s Current
Report on Form 8-K filed October 20, 2011

10.93 Amendment and Assignment of Purchase and Sale Agreement, made and
entered into as of September 30, 2011, by and among First Commercial
Bank, Brogdon Family, LLC and AdCare Property Holdings, LLC

Incorporated by reference to Exhibit 99.10 to the Registrant’s
Current Report on Form 8-K filed October 20, 2011

10.94 Guaranty of AdCare Health Systems, Inc., dated August 31, 2011, issued
in favor of KMJ Management, LLC

Incorporated by reference to Exhibit 10.63 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2011

10.95 Assignment of Lease and Landlord’s Consent, made and entered into as
of October 31, 2011, by and among Cassville Real Estate, Inc. (f/k/a
Cassville Manor, Inc.), KMJ Enterprises Cassville, LLC and Rose
Missouri Nursing, LLC

Incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K filed November 4, 2011

10.96 Operations Transfer Agreement, dated as of November 1, 2011, by and
between KMJ Management, LLC (d/b/a Pinnacle Healthcare, LLC) and
Rose Missouri Nursing, LLC

Incorporated by reference to Exhibit 99.2 to the Registrant’s Current
Report on Form 8-K filed November 4, 2011

10.97 Guaranty of Lease, made as of November 1, 2011, issued by each of
AdCare Health Systems, Inc., Christopher F. Brogdon and Connie B.
Brogdon in favor of Cassville Real Estate, Inc

Incorporated by reference to Exhibit 99.3 to the Registrant’s Current
Report on Form 8-K filed November 4, 2011

10.98 Loan Agreement, made and entered into November 30, 2011, issued by
Mt. V Property Holdings, LLC, Mountain View Nursing, LLC and Metro
City Bank

Incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K filed December 6, 2011

10.99 Promissory Note, dated November 30, 2011, issued by Mt. V Property
Holdings, LLC and Mountain View Nursing, LLC in favor of Metro City
Bank in the amount of $3,114,000

Incorporated by reference to Exhibit 99.2 to the Registrant’s Current
Report on Form 8-K filed December 6, 2011

10.100 Mortgage and Security Agreement, dated as of November 30, 2011,
between Mt. V Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 99.3 to the Registrant’s Current
Report on Form 8-K filed December 6, 2011

10.101 Security Agreement, dated November 30, 2011, between Mt. V Property
Holdings, LLC, Mountain View Nursing, LLC and Metro City Bank

Incorporated by reference to Exhibit 99.4 to the Registrant’s Current
Report on Form 8-K filed December 6, 2011

10.102 Guaranty, dated as of November 30, 2011, issued by Mt. V Property
Holdings, LLC and Mountain View Nursing, LLC in favor of Metro City
Bank

Incorporated by reference to Exhibit 99.5 to the Registrant’s Current
Report on Form 8-K filed December 6, 2011

10.103 Term Note, dated as of November 29, 2011, issued by Mountain Top
AFL, LLC and Mountain Top Property Holdings, LLC, in favor of White
River Health System, Inc., in the amount of $750,000

Incorporated by reference to Exhibit 99.6 to the Registrant’s Current
Report on Form 8-K filed December 6, 2011
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10.104 Mortgage (with Security Agreement and Absolute Assignment of Rents
and Leases) and Fixture Filing, dated as of November 30, 2011, executed
by Mountain Top Property Holdings, LLC in favor of White River
Health System, Inc.

Incorporated by reference to Exhibit 99.7 to the Registrant’s Current
Report on Form 8-K filed December 6, 2011

10.105* Employment Agreement, dated December 1, 2011, between AdCare
Health Systems, Inc. and David Rubenstein

Incorporated by reference to Exhibit 10.118 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.106* Employment Agreement, dated December 16, 2011, between AdCare
Health Systems, Inc. and David Rubenstein

Incorporated by reference to Exhibit 10.119 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.107 Promissory Note, dated November 4, 2011, issued by Mt. Kenn Property
Holdings, LLC in favor of The Bank of Las Vegas, in the amount of
$3,175,200

Incorporated by reference to Exhibit 10.120 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.108 Loan Agreement, dated November 4, 2011, by and between Mt. Kenn
Property Holdings, LLC and The Bank of Las Vegas

Incorporated by reference to Exhibit 10.121 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.109 Guaranty, dated November 4, 2011, issued by Mt. Kenn Nursing, LLC in
favor of The Bank of Las Vegas

Incorporated by reference to Exhibit 10.122 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.110 Guaranty, dated November 4, 2011, issued by Hearth & Home of Ohio,
Inc. in favor of The Bank of Las Vegas

Incorporated by reference to Exhibit 10.123 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.111 Guaranty, dated November 4, 2011, issued by AdCare Health Systems,
Inc. in favor of The Bank of Las Vegas

Incorporated by reference to Exhibit 10.124 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.112 Promissory Note, dated November 4, 2011, issued by Mt. Kenn Property
Holdings, LLC in favor of Apax Capital, LLC, in the amount of
$2,222,640

Incorporated by reference to Exhibit 10.125 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.113 Loan Agreement, dated November 4, 2011, by and between Mt. Kenn
Property Holdings, LLC and Apax Capital, LLC

Incorporated by reference to Exhibit 10.126 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.114 Guaranty, dated November 4, 2011, issued by Mt. Kenn Nursing, LLC in
favor of Apax Capital, LLC

Incorporated by reference to Exhibit 10.127 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.115 Guaranty, dated November 4, 2011, issued by Hearth & Home of Ohio,
Inc. in favor of Apax Capital, LLC

Incorporated by reference to Exhibit 10.128 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.116 Guaranty, dated November 4, 2011, issued by AdCare Health Systems,
Inc. in favor of Apax Capital, LLC

Incorporated by reference to Exhibit 10.129 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.117 Promissory Note, dated November 4, 2011, issued by Mt. Kenn Property
Holdings, LLC in favor of Economic Development Corporation of
Fulton County, in the amount of $2,274,000

Incorporated by reference to Exhibit 10.130 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.118 Loan Agreement, dated November 4, 2011, by and between Mt. Kenn
Property Holdings, LLC and Economic Development Corporation of
Fulton County

Incorporated by reference to Exhibit 10.131 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.119 Unconditional Guarantee, dated November 4, 2011, issued by Mt. Kenn
Nursing, LLC in favor of Economic Development Corporation of Fulton
County

Incorporated by reference to Exhibit 10.132 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.120 Unconditional Guarantee, dated November 4, 2011, issued by Hearth &
Home of Ohio, Inc. in favor of Economic Development Corporation of
Fulton County

Incorporated by reference to Exhibit 10.133 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.121 Unconditional Guarantee, dated November 4, 2011, issued by AdCare
Health Systems, Inc. in favor of Economic Development Corporation of
Fulton County

Incorporated by reference to Exhibit 10.134 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011
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10.122 Joinder Agreement, Fifth Amendment and Supplement to Credit
Agreement, dated November 29, 2011, by and among Gemino Healthcare
Finance, LLC and the subsidiaries of the Company named therein

Incorporated by reference to Exhibit 10.135 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.123 Third Amended and Restated Revolving Note, dated November 29,
2011, dated November 29, 2011, by and among Gemino Healthcare
Finance, LLC and the subsidiaries of the Company named therein

Incorporated by reference to Exhibit 10.136 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.124 Guaranty, dated as of November 29, 2011, issued by AdCare Operations,
LLC in favor of Gemino Healthcare Finance, LLC

Incorporated by reference to Exhibit 10.137 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.125 Loan Agreement, dated as of December 30, 2011, by and between
Woodland Manor Property Holdings, LLC and The PrivateBank and
Trust Company

Incorporated by reference to Exhibit 10.138 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.126 Promissory Note, dated as of December 30, 2011, issued by Woodland
Manor Property Holdings, LLC in favor of The PrivateBank and Trust
Company in the amount of $4,800,000

Incorporated by reference to Exhibit 10.139 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.127 Guaranty of Payment and Performance, dated as of December 30, 2011,
executed by Woodland Manor Property Holdings, LLC and Adcare
Health Systems, Inc. in favor of The PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.140 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.128 Cognovit Promissory Note, dated as of January 1, 2012, issued by
Eaglewood Property Holdings, LLC and Eaglewood Village, LLC in
favor of Eaglewood Villa, Ltd. in the amount of $500,000

Incorporated by reference to Exhibit 10.141 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.129 Cognovit Promissory Note, dated as of January 1, 2012, issued by
Eaglewood Property Holdings, LLC and Eaglewood Village, LLC in
favor of Eaglewood Villa, Ltd. in the amount of $4,500,000

Incorporated by reference to Exhibit 10.142 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.130 Guaranty Agreement, dated as of December 30, 2011, executed by
AdCare Health Systems, Inc. and AdCare Property Holdings, LLC in
favor of Eaglewood Villa, Ltd

Incorporated by reference to Exhibit 10.143 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.131 Third Amended And Restated Multiple Facilities Lease, dated October
29, 2010, between Georgia Lessor - Bonterra/Parkview, Inc. and ADK
Bonterra/Parkview, LLC

Incorporated by reference to Exhibit 10.144 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.132 Guaranty, dated October 29, 2010, executed by AdCare Health Systems,
Inc. in favor of Georgia Lessor - Bonterra/Parkview, Inc.

Incorporated by reference to Exhibit 10.145 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.133 Guaranty, dated October 29, 2010, executed by Hearth & Home of Ohio,
Inc. in favor of Georgia Lessor - Bonterra/Parkview, Inc.

Incorporated by reference to Exhibit 10.146 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.134 Security Agreement, dated October 29, 2010, by and between AdCare
Health Systems, Inc. and Georgia Lessor - Bonterra/Parkview, Inc.

Incorporated by reference to Exhibit 10.147 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.135 Security Agreement, dated October 29, 2010, by and between ADK
Bonterra/Parkview, LLC and Georgia Lessor - Bonterra/Parkview, Inc.

Incorporated by reference to Exhibit 10.148 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.136 Security Agreement, dated October 29, 2010, by and between Hearth &
Home of Ohio, Inc. and Georgia Lessor - Bonterra/Parkview, Inc.

Incorporated by reference to Exhibit 10.149 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.137 Pledge Agreement, dated October 29, 2010, between Hearth & Home of
Ohio, Inc. and Georgia Lessor - Bonterra/Parkview, Inc.

Incorporated by reference to Exhibit 10.150 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.138 Subordination Agreement, dated October 29, 2010, between AdCare
Health Systems, Inc., ADK Bonterra/Parkview, LLC and Georgia Lessor -
Bonterra/Parkview, Inc.

Incorporated by reference to Exhibit 10.151 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

172

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Table of Contents

Exhibit No. Description Method of Filing

10.139 Letter of Credit Agreement, dated October 29, 2010, by and between
ADK Bonterra/Parkview, LLC and Georgia Lessor - Bonterra/Parkview,
Inc.

Incorporated by reference to Exhibit 10.152 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.140 Subordination, Non-Disturbance and Attornment Agreement, dated
October 29, 2010, by and among Omega Healthcare Investors, Inc., ADK
Bonterra/Parkview, LLC and Georgia Lessor - Bonterra/Parkview, Inc.

Incorporated by reference to Exhibit 10.153 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.141 Assignment and Assumption of Second Amended and Restated Multiple
Facilities Lease And Consent of Lessor, dated October 29, 2010, by and
among Georgia Lessor - Bonterra/Parkview, Inc., Triad Health
Management of Georgia II, LLC, AdCare Health Systems, Inc., Hearth &
Home of Ohio, Inc., ADK Bonterra/Parkview, LLC and the other entities
signatory thereto

Incorporated by reference to Exhibit 10.154 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.142 Lease Agreement, dated August 1, 2010, between William M. Foster and
ADK Georgia, LLC

Incorporated by reference to Exhibit 10.155 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.143 First Amendment to Lease, dated August 31, 2010, between William M.
Foster and ADK Georgia, LLC

Incorporated by reference to Exhibit 10.156 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.144 Guaranty Agreement, dated as of June 1, 2010, entered into by AdCare
Health Systems, Inc. to and for the benefit of Bank of Oklahoma, N.A.

Incorporated by reference to Exhibit 10.159 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.145 First Amendment to Purchase Agreement, dated as of October 31, 2011,
by and between JRT Group Properties, LLC and AdCare Hembree Road
Property, LLC

Incorporated by reference to Exhibit 10.161 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2011

10.146 Mortgage Note, dated January 1, 2012, entered into by Hearth & Home
of Vandalia, Inc. in favor of Red Mortgage Capital, LLC

Incorporated by reference to Exhibit 10.2 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.147 Security Agreement, dated January 1, 2012, by and between Hearth and
Home of Vandalia, Inc. and Red Mortgage Capital, LLC

Incorporated by reference to Exhibit 10.3 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.148 Lessee Security Agreement, dated January 1, 2012, by and among
AdCare Health Systems, Inc., Hearth & Home of Vandalia, Inc. and Red
Mortgage Capital, LLC

Incorporated by reference to Exhibit 10.4 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.149 Mortgage Deed, recorded January 31, 2012, executed by Hearth and
Home of Vandalia, Inc. in favor of Red Mortgage Capital, LLC

Incorporated by reference to Exhibit 10.1 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.150 Modification Agreement, dated as of March 9, 2012, by and among
Benton Nursing, LLC, Park Heritage Nursing, LLC, Valley River
Nursing, LLC, Homestead Nursing, LLC, Woodland Manor Nursing,
LLC, Mountain View Nursing, LLC, AdCare Health Systems, Inc. and the
PrivateBank and Trust Company

Incorporated by reference to Exhibit 99.2 to the Registrant’s Current
Report on Form 8-K filed March 15, 2012

10.151 Loan Agreement, dated as of March 30, 2012, by and among Little Rock
HC&R Property Holdings, LLC, Northridge HC&R Property Holdings,
LLC, Woodland Hills HC Property Holdings, LLC and The PrivateBank
and Trust Company

Incorporated by reference to Exhibit 10.6 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.152 Promissory Note, dated as of March 30, 2012, issued by Little Rock
HC&R Property Holdings, LLC, Northridge HC&R Property Holdings,
LLC and Woodland Hills HC Property Holdings, LLC in favor of The
PrivateBank and Trust Company in the amount of $21,800,000

Incorporated by reference to Exhibit 10.7 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.153 Note Purchase Agreement, dated March 29, 2012, by and between
AdCare Health Systems, Inc. and Cantone Asset Management LLC

Incorporated by reference to Exhibit 10.10 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012
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10.154 Promissory Note, dated March 30, 2012, issued by AdCare Health
Systems, Inc. in favor of Cantone Asset Management LLC, in the amount
of $3,500,000

Incorporated by reference to Exhibit 10.9 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.155 Guaranty of Payment and Performance, dated as of March 30, 2012, made
by AdCare Health Systems, Inc., Little Rock HC&R Property Holdings,
LLC, Northridge HC&R Property Holdings, LLC and Woodland Hills
HC Property Holdings, LLC, to and for the benefit of The PrivateBank
and Trust Company

Incorporated by reference to Exhibit 10.11 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.156 Promissory Note, dated April 1, 2012, issued by AdCare Health Systems,
Inc. in favor of Strome Alpha Offshore Ltd., in the amount of $5,000,000

Incorporated by reference to Exhibit 10.8 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.157 Mortgage, Security Agreement, Assignment of Rents and Leases &
Fixture Filing, dated as of April 1, 2012, executed by Little Rock HC&R
Property Holdings, LLC to and for the benefit of The PrivateBank and
Trust Company

Incorporated by reference to Exhibit 10.12 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.158 Mortgage, Security Agreement, Assignment of Rents and Leases &
Fixture Filing, dated as of April 1, 2012, executed by Northridge HC&R
Property Holdings, LLC to and for the benefit of The PrivateBank and
Trust Company

Incorporated by reference to Exhibit 10.13 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.159 Mortgage, Security Agreement, Assignment of Rents and Leases &
Fixture Filing, dated as of April 1, 2012, executed by Woodland Hills
HC Property Holdings, LLC to and for the benefit of The PrivateBank
and Trust Company

Incorporated by reference to Exhibit 10.14 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.160 Absolute Assignment of Rents and Leases, dated as of April 1, 2012,
executed by Little Rock HC&R Property Holdings, LLC to and for the
benefit of The PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.15 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.161 Absolute Assignment of Rents and Leases, dated as of April 1, 2012,
executed by Northridge HC&R Property Holdings, LLC to and for the
benefit of The PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.16 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.162 Absolute Assignment of Rents and Leases, dated as of April 1, 2012,
executed by Woodland Hills HC Property Holdings, LLC to and for the
benefit of The PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.17 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.163 Loan Agreement, dated as of April 12, 2012, between the City of
Springfield, Ohio and Eaglewood Property Holdings, LLC

Incorporated by reference to Exhibit 10.18 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.164 Guaranty Agreement, dated as of April 12, 2012, made and entered into
by AdCare Health Systems, Inc., to and for the benefit of BOKF, NA dba
Bank of Oklahoma

Incorporated by reference to Exhibit 10.19 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.165 Land Use Restriction Agreement, dated as of April 12, 2012, by and
between BOKF, NA dba Bank of Oklahoma and Eaglewood Property
Holdings, LLC

Incorporated by reference to Exhibit 10.20 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.166 Open-End Mortgage, Assignment of Leases and Security Agreement,
dated April 12, 2012, from Eaglewood Property Holdings, LLC to BOKF,
NA dba Bank of Oklahoma

Incorporated by reference to Exhibit 10.21 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.167 Assignment of Purchase and Sale Agreement, dated May 9, 2012,
between AdCare Property Holdings, LLC and GL Nursing, LLC

Incorporated by reference to Exhibit 10.30 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended March 31,
2012

10.168 Form of Securities Purchase Agreement, dated as of June 28, 2012,
between AdCare Health Systems, Inc. and the Buyers signatory thereto

Incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K filed July 5, 2012
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10.169 Assignment and Assumption Agreement, dated as of July 1, 2012, by and
between Westlake Nursing Home Limited Partnership and QC Property
Holdings, LLC

Incorporated by reference to Exhibit 10.37 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.170 Loan Agreement, dated as of July 2, 2012, by and between Glenvue H&R
Property Holdings, LLC and the PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.32 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.171 Promissory Note, dated July 2, 2012, issued by Glenvue H&R Property
Holdings, LLC in favor of the PrivateBank and Trust Company in the
amount of $6,600,000

Incorporated by reference to Exhibit 10.33 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.172 Deed to Secure Debt, Security Agreement and Assignment of Leases and
Rents, dated as of July 2, 2012, from Glenvue H&R Property Holdings,
LLC to the PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.34 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.173 Assignment of Leases and Rents, dated as of July 2, 2012, from Glenvue
H&R Property Holdings, LLC to the PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.35 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.174 Assignment and Assumption Agreement, dated as of July 1, 2012, by and
between Westlake Nursing Home Limited Partnership and QC Property
Holdings, LLC

Incorporated by reference to Exhibit 10.37 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.175 Loan Agreement and Indenture of First Mortgage, dated as of
September 1, 1986, by and among Oklahoma County Industrial
Authority, Westlake Nursing Home Limited Partnership and The Liberty
National Bank and Trust Company of Oklahoma City, as Trustee

Incorporated by reference to Exhibit 10.38 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.176 First Amendment to Loan Agreement and Indenture of First Mortgage,
dated September 1, 2001, by and among Oklahoma County Industrial
Authority, Westlake Nursing Home, L.P. and Bank One Trust Company,
N.A., as Trustee

Incorporated by reference to Exhibit 10.39 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.177 Loan Agreement, made as of August 17, 2012, by and among CSCC
Property Holdings, LLC, CSCC Nursing, LLC and Contemporary
Healthcare Senior Lien Fund I, L.P.

Incorporated by reference to Exhibit 10.12 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.178 Loan Agreement, made as of August 17, 2012, by and among CSCC
Property Holdings, LLC, CSCC Nursing, LLC and Contemporary
Healthcare Fund I, L.P.

Incorporated by reference to Exhibit 10.13 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.179 Promissory Note, dated August 17, 2012, issued by CSCC Nursing, LLC
and CSCC Property Holdings, LLC in favor of Contemporary Healthcare
Senior Lien Fund I, L.P. in the amount of $5,000,000

Incorporated by reference to Exhibit 10.14 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.180 Revolving Loan Promissory Note, made as of August 17, 2012, by and
among CSCC Nursing, LLC and CSCC Property Holdings, LLC in favor
of Contemporary Healthcare Fund I, L.P. in the amount of $600,000

Incorporated by reference to Exhibit 10.15 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.181 Assignment of Leases and Rents, dated as of August 17, 2012, by and
among CSCC Property Holdings, LLC, CSCC Nursing, LLC and
Contemporary Healthcare Senior Lien Fund I, L.P.

Incorporated by reference to Exhibit 10.16 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.182 Mortgage, Assignment of Rents and Leases, Security Agreement and
Fixture Filing, dated August 17, 2012, made and entered into by CSCC
Property Holdings, LLC in favor of Contemporary Healthcare Senior
Lien Fund I, L.P.

Incorporated by reference to Exhibit 10.17 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.183 Guaranty of Payment and Performance, made as of August 17, 2012, by
AdCare Health Systems, Inc. in favor of Contemporary Healthcare Fund I,
L.P.

Incorporated by reference to Exhibit 10.18 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.184 Guaranty of Payment and Performance, made as of August 17, 2012, by
AdCare Oklahoma Management, LLC in favor of Contemporary
Healthcare Fund I, L.P.

Incorporated by reference to Exhibit 10.19 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012
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10.185 Guaranty of Payment and Performance, made as of August 17, 2012, by
AdCare Health Systems, Inc. in favor of Contemporary Healthcare Senior
Lien Fund I, L.P.

Incorporated by reference to Exhibit 10.20 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.186 Guaranty of Payment and Performance, made as of August 17, 2012, by
AdCare Oklahoma Management, LLC in favor of Contemporary
Healthcare Senior Lien Fund I, L.P.

Incorporated by reference to Exhibit 10.21 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.187 Security Agreement, made as of August 17, 2012, by and among CSCC
Property Holdings, LLC, CSCC Nursing, LLC and Contemporary
Healthcare Fund I, L.P.

Incorporated by reference to Exhibit 10.22 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.188 Security Agreement, made as of August 17, 2012, by and among CSCC
Property Holdings, LLC, CSCC Nursing, LLC and Contemporary
Healthcare Senior Lien Fund I, L.P.

Incorporated by reference to Exhibit 10.23 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.189 Loan and Security Agreement, dated as of September 20, 2012, by and
among The PrivateBank and Trust Company and the Borrowers named
therein

Incorporated by reference to Exhibit 10.24 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.190 Modification Agreement, dated as of October 26, 2012, by and among
The PrivateBank and Trust Company and the Borrowers named therein

Incorporated by reference to Exhibit 10.25 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.191 Promissory Note, dated September 20, 2012, issued by the subsidiaries of
AdCare Health Systems, Inc. named therein in favor of The PrivateBank
and Trust Company in the amount of $10,600,000

Incorporated by reference to Exhibit 10.26 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.192 Guaranty of Payment and Performance, made as of September 20, 2012,
by AdCare Health Systems, Inc. in favor of The PrivateBank and Trust
Company

Incorporated by reference to Exhibit 10.27 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.193 Release of Guarantees, dated September 20, 2012, from Gemino
Healthcare Finance, LLC to certain subsidiaries of AdCare Health
Systems, Inc. named therein

Incorporated by reference to Exhibit 10.29 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.194 Second Amendment to Credit Agreement, dated September 20, 2012, by
and between ADK Bonterra/Parkview, LLC and Gemino Healthcare
Finance, LLC

Incorporated by reference to Exhibit 10.30 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.195 Temporary Extension Agreement, dated August 29, 2012, by and
between APH & R Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.31 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
2012

10.196 Loan Agreement, dated April 30, 2012, by and between APH&R Property
Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012

10.197 Promissory Note, dated April 30, 2012, issued by APH&R Property
Holdings, LLC in favor of Metro City Bank in the amount of $3,425,500

Incorporated by reference to Exhibit 99.2 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012

10.198 Mortgage and Security Agreement, dated April 30, 2012, between
APH&R Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 99.3 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012

10.199 Security Agreement, dated April 30, 2012, between APH&R Property
Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 99.4 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012

10.200 Guaranty, dated as of April 30, 2012, between APH&R Property
Holdings, LLC in favor of Metro City Bank

Incorporated by reference to Exhibit 99.5 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012

10.201 Guaranty, dated as of April 30, 2012, between AdCare Health
Systems, Inc. in favor of Metro City Bank

Incorporated by reference to Exhibit 99.6 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012

10.202 Collateral Assignment of Certificate of Deposit, dated April 30, 2012, by
and between APH&R Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 99.7 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012
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10.203 Promissory Note, dated April 27, 2012, issued by Cantone Asset
Management LLC in favor of AdCare Health Systems, Inc. in the amount
of $1,500,000

Incorporated by reference to Exhibit 99.8 to the Registrant’s Current
Report on Form 8-K filed May 3, 2012

10.204 Promissory Note, dated June 8, 2012, issued by Mt. V Property Holdings,
LLC in favor of Metro City Bank in the amount of $1,800,000

Incorporated by reference to Exhibit 10.13 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.205 Loan Agreement, dated June 8, 2012, by and between Mt. V Property
Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.14 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.206 Mortgage and Security Agreement, dated June 8, 2012, by and between
Mt. V Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.15 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.207 Assignment of Leases and Rents, dated June 8, 2012, by and between Mt.
V Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.16 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.208 Security Agreement, dated June 8, 2012, by and between Mt. V Property
Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.17 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.209 Guaranty, dated June 8, 2012, made by AdCare Health Systems, Inc. in
favor of Metro City Bank

Incorporated by reference to Exhibit 10.18 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.210 Promissory Note, dated June 8, 2012, issued by Mt. V Property Holdings,
LLC in favor of Metro City Bank in the amount of $1,267,000

Incorporated by reference to Exhibit 10.19 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.211 Loan Agreement, dated June 8, 2012, by and between Mt. V Property
Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.20 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.212 Mortgage and Security Agreement, dated June 8, 2012, by and between
Mt. V Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.21 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.213 Assignment of Leases and Rents, dated June 8, 2012, by and between Mt.
V Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.22 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.214 Security Agreement, dated June 8, 2012, by and between Mt. V Property
Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.23 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.215 Guaranty, dated June 8, 2012, made by AdCare Health Systems, Inc. in
favor of Metro City Bank

Incorporated by reference to Exhibit 10.24 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.216 Promissory Note, dated June 8, 2012, issued by Mt. V Property Holdings,
LLC in favor of Economic Development Corporation of Fulton County
in the amount of $1,304,000

Incorporated by reference to Exhibit 10.25 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.217 Loan Agreement, dated June 8, 2012, by and between Mt. V Property
Holdings, LLC, Mountain View Nursing, LLC and Economic
Development Corporation of Fulton County

Incorporated by reference to Exhibit 10.26 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.218 Security Agreement, dated June 8, 2012, by and between Mt. V Property
Holdings, LLC and Economic Development Corporation of Fulton
County

Incorporated by reference to Exhibit 10.27 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.219 Mortgage and Security Agreement, dated June 8, 2012, by and between
Mt. V Property Holdings, LLC and Economic Development Corporation
of Fulton County

Incorporated by reference to Exhibit 10.28 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.220 Assignment of Leases and Rents, dated June 8, 2012, by and between Mt.
V Property Holdings, LLC and Economic Development Corporation of
Fulton County

Incorporated by reference to Exhibit 10.29 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.221 Unconditional Guarantee, dated June 8, 2012, issued by Mountain View
Nursing, LLC in favor of Economic Development Corporation of Fulton
County

Incorporated by reference to Exhibit 10.30 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012
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10.222 Unconditional Guarantee, dated June 8, 2012, issued by AdCare Health
Systems, Inc. in favor of Economic Development Corporation of Fulton
County

Incorporated by reference to Exhibit 10.31 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.223 Bond Purchase Agreement, dated April 10, 2012, among Lawson
Financial Corporation, The City of Springfield, Ohio and Eaglewood
Property Holdings, LLC

Incorporated by reference to Exhibit 10.40 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.224 Note Purchase Agreement, dated April 12, 2012, by and between
Cantone Asset Management LLC and AdCare Health Systems, Inc.

Incorporated by reference to Exhibit 10.41 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.225 Employment Agreement, dated August 7, 2012, between AdCare Health
Systems, Inc. and Martin D. Brew

Incorporated by reference to Exhibit 10.42 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.226 Modification Agreement, dated June 15, 2012, among Little Rock
HC&R Property Holdings, LLC, Northridge HC&R Property Holdings,
LLC, Woodland Hills HC Property Holdings, LLC and The PrivateBank
and Trust Company

Incorporated by reference to Exhibit 10.43 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.227 Amendment, entered into as of July 26, 2012, by and between
Christopher F. Brogdon and Hearth & Home of Ohio, Inc.

Incorporated by reference to Exhibit 10.47 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.228 Employment Agreement, dated August 6, 2012, between AdCare Health
Systems, Inc. and Melissa L. Green

Incorporated by reference to Exhibit 10.48 of the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012

10.229 First Modification of Note and First Modification of Mortgage and
Security Agreement, dated November 30, 2012, between Metro City
Bank and APH&R Property Holdings, LLC

Incorporated by reference to Exhibit 10.244 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.230 Sublease Agreement, dated December 1, 2012, between ADK Georgia,
LLC and Jeff Co. Nursing, LLC

Incorporated by reference to Exhibit 10.245 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.231 Sublease Termination Agreement, dated November 30, 2012, by and
between ADK Georgia, LLC and ADK Jeffersonville Operator, LLC

Incorporated by reference to Exhibit 10.246of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.232 Management Fee Subordination Agreement, dated December 20, 2013,
between AdCare Oklahoma Management, LLC, Gemino Healthcare
Finance, LLC, Living Center, LLC, Kenmetal, LLC, Senior NH, LLC,
Ban NH, LLC and Oak Lake, LLC

Incorporated by reference to Exhibit 10.247 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.233 Third Amendment to Credit Agreement, dated December 21, 2012, by
and between ADK Bonterra/Parkview, LLC and Gemino Healthcare
Finance, LLC

Incorporated by reference to Exhibit 10.248 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.234 Management Agreement, dated December 28, 2012, between New
Lincoln Ltd. And Chancellor Senior Management, Ltd.

Incorporated by reference to Exhibit 10.249 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.235 Management Agreement, dated December 28, 2012, between
Community’s Hearth at Vandalia and Chancellor Senior Management,
Ltd.

Incorporated by reference to Exhibit 10.250 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.236 Mortgage of Real Estate, Security Agreement and Financing Statement,
dated as of December 31, 2012, by Sumter Valley Property Holdings,
LLC in favor of Metro City Bank

Incorporated by reference to Exhibit 10.251 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.237 Assignment of Leases and Rents, dated December 31, 2012, by and
between Sumter Valley Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.252 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.238 Promissory Note, dated December 31, 2012, issued by Sumter Valley
Property Holdings, LLC in favor of 1761 Pinewood Holdings, LLC in the
amount of $250,000

Incorporated by reference to Exhibit 10.253 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012
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10.239 Guaranty Agreement, dated December 31, 2012 made by AdCare Health
Systems, Inc. for the benefit of 1761 Pinewood Holdings, LLC

Incorporated by reference to Exhibit 10.254 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.240 Mortgage and Security Agreement, dated December 31, 2012, between
Georgetown HC&R Property Holdings and Winyah Nursing Home, LLC

Incorporated by reference to Exhibit 10.255 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.241 Secured Subordinated Promissory Note, dated December 31, 2012, issued
by Georgetown HC&R Property Holdings, LLC in favor of Winyah
Nursing Home, LLC in the amount of $1,850,000

Incorporated by reference to Exhibit 10.256 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.242 Guaranty Agreement, dated December 31, 2012, by AdCare Health
Systems, Inc. to and for the benefit of Winyah Nusing Home, LLC

Incorporated by reference to Exhibit 10.257 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.243 Guaranty, dated December 31, 2012, by Sumter N&R, LLC for the
benefit of Metro City Bank

Incorporated by reference to Exhibit 10.258 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.244 Guaranty, dated December 31, 2012, by Georgetown HC&R Nursing,
LLC for the benefit of Metro City Bank

Incorporated by reference to Exhibit 10.259 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.245 Guaranty, dated December 31, 2012, by AdCare Health Systems, Inc. to
and for the benefit of Metro City Bank

Incorporated by reference to Exhibit 10.260 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.246 Security Agreement, dated December 31, 2012, by and between Sumter
Valley Property Holdings, LLC, Georgetown HC&R Property Holdings,
LLC and Metro City Bank

Incorporated by reference to Exhibit 10.261 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.247 Loan Agreement, dated December 31, 2012, by and between Sumter
Valley Property Holdings, LLC, Georgetown HC&R Property Holdings,
LLC, Sumter N&R, LLC, Georgetown HC&R Nursing, LLC and Metro
City Bank

Incorporated by reference to Exhibit 10.262 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.248 Secured Loan Agreement, dated December 28, 2012, by and among
Keybank National Association and the subsidiaries of AdCare Health
Systems, Inc. named therein

Incorporated by reference to Exhibit 10.263 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.249 Promissory Note, dated December 28, 2012, issued by subsidiaries of
AdCare Health Systems, Inc. in favor of Keybank National Association in
the amount of $16,500,000

Incorporated by reference to Exhibit 10.264 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.250 Absolute Assignment of Leases and Rents, dated December 28, 2012, by
Northridge HC&R Property Holdings, LLC to Keybank National
Association

Incorporated by reference to Exhibit 10.265 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.251 Absolute Assignment of Leases and Rents, dated December 28, 2012, by
Woodland Hills HC Property Holdings, LLC to Keybank National
Association

Incorporated by reference to Exhibit 10.266 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.252 Absolute Assignment of Leases and Rents, dated December 28, 2012, by
APH&R Property Holdings, LLC to Keybank National Association

Incorporated by reference to Exhibit 10.267 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.253 Mortgage, Assignment of Rents, Security Agreement and Fixture Filing,
dated December 28, 2012, made by APH&R Property Holdings, LLC to
and for the benefit of Keybank National Association

Incorporated by reference to Exhibit 10.268 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.254 Mortgage, Assignment of Rents, Security Agreement and Fixture Filing,
dated December 28, 2012, made by Northridge HC&R Property
Holdings, LLC to and for the benefit of Keybank National Association

Incorporated by reference to Exhibit 10.269 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.255 Mortgage, Assignment of Rents, Security Agreement and Fixture Filing,
dated December 28, 2012, made by Woodland Hills HC Property
Holdings, LLC to and for the benefit of Keybank National Association

Incorporated by reference to Exhibit 10.270 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012
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10.256 Payment Guaranty, made as of December 28, 2012, by AdCare
Operations, LLC to and for the benefit of Keybank National Association

Incorporated by reference to Exhibit 10.271 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.257 Payment Guaranty, made as of December 28, 2012, by AdCare Property
Holdings, LLC to and for the benefit of Keybank National Association

Incorporated by reference to Exhibit 10.272 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.258 Payment Guaranty, made as of December 28, 2012, by AdCare Health
Systems, Inc. to and for the benefit of Keybank National Association

Incorporated by reference to Exhibit 10.273 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.259 Pledge and Security Agreement, dated December 28, 2012, between
AdCare Property Holdings, LLC and Keybank National Association

Incorporated by reference to Exhibit 10.274 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.260 Pledge and Security Agreement, dated December 28, 2012, between
AdCare Operations, LLC and Keybank National Association

Incorporated by reference to Exhibit 10.275 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.261 Security Agreement, dated December 28, 2012, made by Woodland Hills
HC Nursing, LLC, APH&R Nursing, LLC and Northridge HC&R
Nursing, LLC in favor of Keybank National Association

Incorporated by reference to Exhibit 10.276 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.262 Security Agreement, dated December 28, 2012, by and among Woodland
Hills HC Property Holdings, LLC, Northridge HC&R Property Holdings,
LLC and APH&R Property Holdings, LLC in favor of Keybank National
Association

Incorporated by reference to Exhibit 10.277 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.263 Second Modification Agreement, dated December 28, 2012, between
The PrivateBank and Trust Company and the subsidiaries of AdCare
Health Systems, Inc. named therein

Incorporated by reference to Exhibit 10.278 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.264 Consulting Agreement, dated December 31, 2012, between Christopher
Brogdon and AdCare Health Systems, Inc.

Incorporated by reference to Exhibit 10.279 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.265 Guaranty Indemnification Agreement, dated December 31, 2012,
between AdCare Health Systems, Inc. and Christopher Brogdon

Incorporated by reference to Exhibit 10.280 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.266 Guaranty Indemnification Agreement, dated December 31, 2012,
between AdCare Health Systems, Inc. and Christopher Brogdon

Incorporated by reference to Exhibit 10.281 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.267 Assignment of Rents, dated December 31, 2012, made and executed
between Northwest Property Holdings, LLC and First Commercial Bank

Incorporated by reference to Exhibit 10.282 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.268 Mortgage, dated December 31, 2012, made and executed between
Northwest Property Holdings, LLC and First Commerical Bank

Incorporated by reference to Exhibit 10.283 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.269 Promissory Note, dated December 31, 2012, issued by Northwest
Property Holdings, LLC in favor of First Commercial Bank in the amount
of $1,501,500

Incorporated by reference to Exhibit 10.284 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.270 Commercial Security Agreement, dated December 31, 2012, made and
executed between Northwest Property Holdings, LLC and First
Commercial Bank

Incorporated by reference to Exhibit 10.285 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.271 Commercial Security Agreement, dated December 31, 2012, made and
executed between NW 61st Nursing, LLC and First Commercial Bank

Incorporated by reference to Exhibit 10.286 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.272 Commercial Guaranty, dated December 31, 2012, between AdCare
Health Systems, Inc. and First Commercial Bank

Incorporated by reference to Exhibit 10.287 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.273 Commercial Guaranty, dated December 31, 2012, between Northwest
Property Holdings, LLC and First Commercial Bank

Incorporated by reference to Exhibit 10.288 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012
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10.274 Memorandum of Agreement, dated January 25, 2013, between The
PrivateBank and Trust Company, AdCare Health Systems, Inc. and its
subsidiaries named therein

Incorporated by reference to Exhibit 10.289 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.275 Secured Promissory Note, dated December 28, 2012, issued by CHP
Acquisition Company, LLC, in favor of AdCare Health Systems, Inc., in
the amount of $3,600,000

Incorporated by reference to Exhibit 10.290 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.276 Pledge and Security Agreement, dated December 28, 2012, by and
between CHP Acquisition Company, LLC and AdCare Health Systems,
Inc.

Incorporated by reference to Exhibit 10.291 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.277 Assignment of Leases and Rents, dated December 31, 2012, by and
between Sumter Valley Property Holdings, LLC and Metro City Bank

Incorporated by reference to Exhibit 10.292 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.278 Promissory Note, dated December 31, 2012, issued by Sumter Valley
Property Holdings, LLC and Georgetown HC&R Property Holdings, LLC
in favor of Metro City Bank, in the amount of $6,950,000

Incorporated by reference to Exhibit 10.293 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.279 Management Agreement, dated June 22, 2010, by and between
Riverchase Village ADK, LLC and AdCare Management Company, Inc.

Incorporated by reference to Exhibit 10.294 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.280 Management Agreement, dated September 19, 2011, by and among
AdCare Oklahoma Management, LLC and the entities listed therein

Incorporated by reference to Exhibit 10.295 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.281 Employment Agreement, dated July 3, 2013, by and between AdCare
Health Systems, Inc. and Ronald W. Fleming

Incorporated by reference to Exhibit 10.296 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.282 Confidential Separation Agreement and Release, dated July 1, 2011, by
and between AdCare Health Systems, Inc. and Gary L. Wade

Incorporated by reference to Exhibit 10.297 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012

10.283 Amendment to Secured Promissory Note, dated February 28, 2013, by
and between CHP Acquisition Company, LLC and AdCare Health
Systems, Inc.

Incorporated by reference to Exhibit 10.2 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.284 Assignment and Assumption of Leases, Rents and Security Deposits,
dated February 28, 2013, by and among AdCare Health Systems, Inc.,
New Lincoln Ltd. and Lincoln Lodge Retirement Residence LLC

Incorporated by reference to Exhibit 10.3 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.285 Release and Assumption Agreement, dated May 6, 2013, by and among
H & H of Vandalia LLC, Hearth & Home of Vandalia, Inc., Red Mortgage
Capital, LLC and the Secretary of Housing and Urban Development

Incorporated by reference to Exhibit 10.4 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.286 Assignment and Assumption Agreement, dated May 6, 2013, by and
between Hearth & Home of Vandalia, Inc. and H & H of Vandalia LLC

Incorporated by reference to Exhibit 10.5 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.287 Fourth Amendment to Credit Agreement, dated May 30, 2013, by and
between ADK Bonterra/Parkview, LLC and Gemino Healthcare Finance,
LLC

Incorporated by reference to Exhibit 10.6 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.288 Credit Agreement, dated May 30, 2012, by and among NW 61st Nursing,
LLC and Gemino Healthcare Finance, LLC

Incorporated by reference to Exhibit 10.7 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.289 Revolving Note, dated May 30, 2013, issued by NW 61st Nursing, LLC
in favor of Gemino Healthcare Finance, LLC in the amount of
$1,000,000

Incorporated by reference to Exhibit 10.8 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.290 Subordination Agreement, dated May 30, 2013, by and between First
Commercial Bank and Gemino Healthcare Finance, LLC

Incorporated by reference to Exhibit 10.9 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.291 Guaranty Agreement, dated May 30, 2013, made by NW 61st Nursing,
LLC in favor of Gemino Healthcare Finance, LLC

Incorporated by reference to Exhibit 10.10 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013
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10.292 Guaranty Agreement, dated May 30, 2013, made by AdCare Health
Systems, Inc. in favor of Gemino Healthcare Finance, LLC

Incorporated by reference to Exhibit 10.11 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.293 First Amendment to Secured Loan Agreement and Payment Guaranty,
dated May 31, 2013, by and among AdCare Health Systems, Inc., its
subsidiaries named therein, AdCare Property Holdings, LLC, AdCare
Operations, LLC and KeyBank National Association

Incorporated by reference to Exhibit 10.12 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.294 Mortgage, Assignment of Rents, Security Agreement and Fixture Filing,
dated May 31, 2013, made by Mountain Top Property Holdings, LLC, to
and for the benefit of KeyBank National Association

Incorporated by reference to Exhibit 10.13 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.295 Absolute Assignment of Leases and Rents, dated May 31, 2013, by
Mountain Top Property Holdings, LLC in favor of KeyBank National
Association

Incorporated by reference to Exhibit 10.14 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.296 Pledge and Security Agreement, dated May 31, 2013, between AdCare
Health Systems, Inc. and KeyBank National Association

Incorporated by reference to Exhibit 10.15 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.297 Separation and Release Agreement, dated May 31, 2013, by and between
AdCare Health Systems, Inc. and Martin D. Brew

Incorporated by reference to Exhibit 10.16 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.298 Second Amendment to Secured Loan Agreement and Payment Guaranty,
dated June 27, 2013, by and among AdCare Health Systems, Inc., its
subsidiaries named therein, AdCare Property Holdings, LLC, AdCare
Operations, LLC and KeyBank National Association

Incorporated by reference to Exhibit 10.17 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.399 Third Modification Agreement, dated as of June 26, 2013, by and among
Little Rock HC&R Property Holdings, LLC, AdCare Health
Systems, Inc., Little Rock HC&R Nursing, LLC and The PrivateBank and
Trust Company

Incorporated by reference to Exhibit 10.18 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.300 Joinder Agreement, Second Amendment and Supplement to Credit
Agreement , dated June 28, 2013, by and among NW 61st Nursing, LLC,
Georgetown HC&R Nursing, LLC, Sumter N&R, LLC and Gemino
Healthcare Finance, LLC

Incorporated by reference to Exhibit 10.19 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.301 Amended and Restated Revolving Note, dated June 28, 2013, issued by
certain subsidiaries of AdCare Health Systems, Inc. in favor of Gemino
Healthcare Finance, LLC in the amount of $1,500,000

Incorporated by reference to Exhibit 10.20 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.302 Management Fee Subordination Agreement, dated June 28, 2013, by and
among Gemino Healthcare Finance, LLC, Georgetown HC&R Nursing,
LLC, Sumter N&R, LLC and AdCare Administrative Services, LLC

Incorporated by reference to Exhibit 10.21 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.303 Sublease Termination Agreement, effective June 30, 2013, by and
between ADK Georgia, LLC and ADK Oceanside Operator, LLC

Incorporated by reference to Exhibit 10.22 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.304 Sublease Termination Agreement, effective June 30, 2013, by and
between ADK Georgia, LLC and ADK Savannah Beach Operator, LLC

Incorporated by reference to Exhibit 10.23 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.305 Sublease Agreement, effective June 30, 2013, by and between ADK
Georgia, LLC and Tybee NH, LLC

Incorporated by reference to Exhibit 10.24 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.306 Sublease Agreement, effective June 30, 2013, by and between ADK
Georgia, LLC and Tybee NH, LLC

Incorporated by reference to Exhibit 10.25 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2013

10.307 Employment Agreement, dated July 3, 2013, by and between AdCare
Health Systems, Inc. and Ronald W. Fleming

Incorporated by reference to Exhibit 10.296 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2012
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10.308 Management Agreement, dated July 26, 2013, by and between Harrah
White Meadows Nursing, LLC and AdCare Oklahoma Management,
LLC

Incorporated by reference to Exhibit 10.27 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended June 30,
2013

10.309 Management Agreement, dated July 26, 2013, by and between MCL
Nursing, LLC and AdCare Oklahoma Management, LLC

Incorporated by reference to Exhibit 10.28 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended June 30,
2013

10.310 Management Agreement, dated July 26, 2013, by and between Meeker
Nursing, LLC and AdCare Oklahoma Management, LLC

Incorporated by reference to Exhibit 10.29 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended June 30,
2013

10.311 Loan and Security Agreement, dated September 27, 2013, by and
between QC Property Holdings, LLC and Housing & Healthcare
Funding, LLC

Incorporated by reference to Exhibit 10.30 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2013

10.312 Promissory Note, dated September 27, 2013, issued by QC Property
Holdings, LLC to Housing & Healthcare Funding, LLC in the amount of
$5,000,000

Incorporated by reference to Exhibit 10.31 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2013

10.313 Mortgage, Security Agreement Assignment of Leases and Rents and
Fixture Filing, dated September 27, 2013, by QC Property Holdings,
LLC to and for the benefit of Housing & Healthcare Funding, LLC

Incorporated by reference to Exhibit 10.32 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2013

10.314 Guaranty, dated September 27, 2013, by AdCare Health Systems, Inc. to
and for the benefit of Housing & Healthcare Funding, LLC

Incorporated by reference to Exhibit 10.33 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2013

10.315 Assignment of Rents and Leases, dated September 27, 2013, by QC
Property Holdings, LLC to and for the benefit of Housing & Healthcare
Funding, LLC

Incorporated by reference to Exhibit 10.34 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2013

10.316 Third Modification Agreement, dated as of September 30, 2013, by and
among The PrivateBank and Trust Company, AdCare Health Systems,
Inc. and its subsidiaries named therein

Incorporated by reference to Exhibit 10.35 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2013

10.317 Letter Agreement, dated October 1, 2013, among AdCare Health
Systems, Inc., Park City Capital, LLC and Michael J. Fox

Incorporated by reference to Exhibit 99.1 of the Registrant’s Current
Report on Form 8-K filed on October 17, 2013

10.318 Waiver, Amendment and Forbearance, dated as of October 26, 2013, by
and among AdCare Health Systems, Inc., Anthony J. Cantone and Attosa
Financial LLC

Incorporated by reference to Exhibit 10.1 of the Registrant’s Current
Report on Form 8-K filed on October 31, 2013

10.319 Note, Mortgage and Loan Agreement Modification Agreement, dated
December 31, 2013, by and among Sumter Valley Property Holdings,
LLC, Georgetown HC&R Property Holdings, LLC and Metro City Bank.

Incorporated by reference to Exhibit 99.1 of the Registrant’s Current
Report on Form 8-K filed on December 31, 2013

10.320 Amendment to Employment Agreement between AdCare Health
Systems, Inc. and Boyd P. Gentry, dated as of December 11, 2013 but
executed and delivered on December 30, 2013.

Incorporated by reference to Exhibit 99.2 of the Registrant’s Current
Report on Form 8-K filed on December 31, 2013

10.321 Amendment to Employment Agreement between AdCare Health
Systems, Inc. and Ronald W. Fleming, dated as of December 11, 2013 but
executed and delivered on December 30, 2013.

Incorporated by reference to Exhibit 99.3 of the Registrant’s Current
Report on Form 8-K filed on December 31, 2013

10.322 Amendment to Employment Agreement between AdCare Health
Systems, Inc. and David Rubenstein, dated as of December 11, 2013 but
executed and delivered on December 30, 2013.

Incorporated by reference to Exhibit 99.4 of the Registrant’s Current
Report on Form 8-K filed on December 31, 2013

10.323 Amendment to Employment Agreement between AdCare Health
Systems, Inc. and Melissa L. Green, dated as of December 11, 2013 but
executed and delivered on December 30, 2013.

Incorporated by reference to Exhibit 99.5 of the Registrant’s Current
Report on Form 8-K filed on December 31, 2013

10.324 Waiver and Amendment, dated February 10, 2014, by and among the
Company and Gemino Healthcare Finance, LLC.

Incorporated by reference to Exhibit 99.1 of the Registrant’s Current
Report on Form 8-K filed on February 14, 2014
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10.325 Termination Notice, dated December 31, 2013 to Living Center, LLC,
Kenmetal, LLC, Senior NH, LLC, BAN NH, LLC, and Oak Lake, LLC.

Incorporated by reference to Exhibit 99.2 of the Registrant’s Current
Report on Form 8-K filed on February 14, 2014

10.326 Termination Notice, dated December 31, 2013 to Harrah Whites
Meadows Nursing, LLC.

Incorporated by reference to Exhibit 99.3 of the Registrant’s Current
Report on Form 8-K filed on February 14, 2014

10.327 Termination Notice, dated December 31, 2013 to Meeker Nursing, LLC. Incorporated by reference to Exhibit 99.4 of the Registrant’s Current
Report on Form 8-K filed on February 14, 2014

10.328 Termination Notice, dated December 31, 2013 to MCL Nursing, LLC. Incorporated by reference to Exhibit 99.5 of the Registrant’s Current
Report on Form 8-K filed on February 14, 2014

10.329 Underwriting Agreement, dated October 23, 2013, by and among AdCare
Health Systems, Inc. and MLV & Co. LLC

Incorporated by reference to Exhibit 1.1 of the Registrant’s Pre-
Effective Amendment No. 1 to its Registration Statement on Form S-
1 (Registration No. 333-190203) filed October 23, 2013

10.330 Fourth Modification Agreement, dated November 8, 2013, by and among
Little Rock HC&R Property Holdings, LLC, AdCare Health Systems,
Inc., Little Rock HC&R Nursing, LLC, and The PrivateBank and Trust
Company

Incorporated by reference to Exhibit 10.330 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2013

10.331 Fourth Modification Agreement, dated November 26, 2013, by and
among ADK Thomasville Operator, LLC, ADK Lumber City Operator,
LLC, ADK LaGrange Operator, LLC, ADK Powder Springs Operator,
LLC, ADK Thunderbolt Operator, LLC, Attalla Nursing ADK, LLC,
Mountain Trace Nursing ADK, LLC, Mt. Kenn Nursing, LLC, Erin
Nursing, LLC, CP Nursing, LLC Benton Nursing, LLC, Valley River
Nursing, LLC, Park Heritage Nursing, LLC, Homestead Nursing, LLC,
Woodland Manor Nursing, LLC, Mountain View Nursing, LLC, Little
Rock HC&R Nursing, LLC, Glenvue H&R Nursing, LLC, Coosa Nursing
ADK, LLC, QC Nursing, LLC, AdCare Health Systems, Inc., and The
PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.331 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2013

10.332 Note, Mortgage and Loan Agreement Modification Agreement, effective
as of December 30, 2013, by and among Metro City Bank and AdCare
Health Systems, Inc.

Incorporated by reference to Exhibit 10.332 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2013

10.333 Letter agreement, dated February 28, 2014, by and among AdCare Health
Systems, Inc., AdCare Administrative Services, LLC, AdCare Oklahoma
Management, LLC, Hearth & Home of Ohio, Inc., BAN NH, LLC, Senior
NH, LLC, Oak Lake, LLC, Kenmetel, LLC, Living Center, LLC, Meeker
Nursing, LLC, Meeker Property Holdings, LLC, MCL Nursing, LLC,
McLoud Property Holdings, LLC, Harrah Whites Meadows Nursing,
LLC, Harrah property Holdings, LLC, Christopher F. Brogdon, GL
Nursing, LLC, and Marsh Pointe Management, LLC.

Incorporated by reference to Exhibit 10.333 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2013

10.334 Note, dated February 28, 2014, by and among AdCare Health Systems,
Inc. and Christopher F. Brogdon

Incorporated by reference to Exhibit 10.334 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2013

10.335 Fourth Amendment to Secured Loan Agreement and Payment Guaranty,
dated March 28, 2014, by and among Woodland Hills HC Property
Holdings, LLC, Northridge HC&R Property Holdings, LLC, APH&R
Property Holdings, LLC, Woodland Hills HC Nursing, LLC, Northridge
HC&R Nursing, LLC, and APH&R Nursing, LLC, AdCare Health
Systems, Inc., AdCare Property Holdings, LLC, AdCare Operations, LLC
and KeyBank National Association

Incorporated by reference to Exhibit 10.335 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2013
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10.336 Agreement Regarding Exit Fees, dated March 28, 2014, by and among
Woodland Hills HC Property Holdings, LLC, Northridge HC&R Property
Holdings, LLC, APH&R Property Holdings, LLC, Woodland Hills HC
Nursing, LLC, Northridge HC&R Nursing, LLC, APH&R Nursing, LLC,
AdCare Health Systems, Inc., AdCare Property Holdings, LLC, AdCare
Operations, LLC and KeyBank National Association

Incorporated by reference to Exhibit 10.336 of the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2013

10.337 Sublease Termination Agreement, entered into May 6, 2014 and
effective as of May 31, 2014, by and between Winter Haven Homes, Inc.
and ADK Administrative Property, LLC

Incorporated by reference to Exhibit 10.10 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2014

10.338 Amendment to Consulting Agreement, dated May 6, 2014, by and
between AdCare Health Systems, Inc. and Christopher F. Brogdon

Incorporated by reference to Exhibit 10.11 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
March 31, 2014

10.339 Amendment, dated May 15, 2014, by among AdCare Health Systems,
Inc., AdCare Administrative Services, LLC, AdCare Oklahoma
Management, LLC, Hearth & Home of Ohio, Inc., BAN NH, LLC, Senior
NH, LLC, Oak Lake, LLC, Kenmetal, LLC, Living Center, LLC, Meeker
Nursing, LLC, Meeker Property Holdings, LLC, MCL Nursing, LLC,
McLoud Property Holdings, LLC, Harrah Whites Meadows Nursing,
LLC, Harrah Property Holdings, LLC, Christopher F. Brogdon, and GL
Nursing, LLC

Incorporated by reference to Exhibit 99.1 of the Registrant’s Current
Report on Form 8-K filed on May 21, 2014

10.340 Amended and Restated Note, dated May 15, 2014, by and among
AdCare Health Systems, Inc. and Christopher F. Brogdon

Incorporated by reference to Exhibit 99.2 of the Registrant’s Current
Report on Form 8-K filed on May 21, 2014

10.341 Modification Agreement, dated as of July 2, 2014, by and among
Glenvue H&R Property Holdings, LLC and The PrivateBank and Trust
Company

Incorporated by reference to Exhibit 99.1 of the Registrant’s Current
Report on Form 8-K filed on July 23, 2014

10.342 Fifth Modification Agreement, dated as of July 22, 2014, by and among
ADK Thomasville Operator, LLC, ADK Lumber City Operator, LLC,
ADK LaGrange Operator, LLC, ADK Powder Springs Operator, LLC,
ADK Thunderbolt Operator, LLC, Attalla Nursing ADK, LLC, Mountain
Trace Nursing ADK, LLC, Mt. Kenn Nursing, LLC, Erin Nursing, LLC,
CP Nursing, LLC Benton Nursing, LLC, Valley River Nursing, LLC, Park
Heritage Nursing, LLC, Homestead Nursing, LLC, Woodland Manor
Nursing, LLC, Mountain View Nursing, LLC, Little Rock HC&R
Nursing, LLC, Glenvue H&R Nursing, LLC, Coosa Nursing ADK, LLC,
QC Nursing, LLC, AdCare Health Systems, Inc., and The PrivateBank
and Trust Company

Incorporated by reference to Exhibit 99.1 of the Registrant’s Current
Report on Form 8-K filed on July 29, 2014

10.343 Separation and Release Agreement, dated May 29, 2014, by and between
AdCare Health Systems, Inc. and Boyd P. Gentry

Incorporated by reference to Exhibit 10.16 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended June 30,
2014

10.344 Escrow Agreement, dated May 29, 2014, by and between AdCare Health
Systems, Inc., Boyd P. Gentry, and Hughes, White, Kralicek, P.C.

Incorporated by reference to Exhibit 10.17 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended June 30,
2014
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10.345 Sixth Modification Agreement, dated as of September 24, 2014, by and
among ADK Thomasville Operator, LLC, ADK Lumber City Operator,
LLC, ADK LaGrange Operator, LLC, ADK Powder Springs Operator,
LLC, ADK Thunderbolt Operator, LLC, Attalla Nursing ADK, LLC,
Mountain Trace Nursing ADK, LLC, Mt. Kenn Nursing, LLC, Erin
Nursing, LLC, CP Nursing, LLC Benton Nursing, LLC, Valley River
Nursing, LLC, Park Heritage Nursing, LLC, Homestead Nursing, LLC,
Woodland Manor Nursing, LLC, Mountain View Nursing, LLC, Little
Rock HC&R Nursing, LLC, Glenvue H&R Nursing, LLC, Coosa Nursing
ADK, LLC, QC Nursing, LLC, AdCare Health Systems, Inc., and The
PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.18 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.346 Promissory Note, dated September 24, 2014, by and among Woodland
Manor Nursing, LLC, Glenvue H&R Nursing, LLC and The PrivateBank
and Trust Company

Incorporated by reference to Exhibit 10.19 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.347 Guaranty of Payment and Performance, dated September 24, 2014, by
and between AdCare Health Systems, Inc. and The PrivateBank and Trust
Company

Incorporated by reference to Exhibit 10.20 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.348 Loan and Security Agreement, dated September 24, 2014, by and among
Woodland Manor Nursing, LLC, Glenvue H&R Nursing, LLC and The
PrivateBank and Trust Company

Incorporated by reference to Exhibit 10.21 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.349 Surplus Cash Note, dated September 24, 2014, by and between
Woodland Manor Property Holdings, LLC and AdCare Administrative
Services, LLC

Incorporated by reference to Exhibit 10.22 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.350 Security Instrument, Mortgage & Deed of Trust, dated September 24,
2014, by and between Woodland Manor Property Holdings, LLC and
Housing & Healthcare Finance, LLC.

Incorporated by reference to Exhibit 10.23 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.351 Note, dated October 10, 2014, by and among AdCare Health Systems,
Inc. and Riverchase Village ADK, LLC.

Incorporated by reference to Exhibit 99.1 of the Registrant’s Current
Report on Form 8-K filed on October 17, 2014

10.352 Second Amended and Restated Note, dated October 10, 2014, by and
among AdCare Health Systems, Inc. and Christopher F. Brogdon.

Incorporated by reference to Exhibit 99.2 of the Registrant’s Current
Report on Form 8-K filed on October 17, 2014

10.353 Second Amendment, dated October 10, 2014, by among AdCare Health
Systems, Inc., AdCare Administrative Services, LLC, AdCare Oklahoma
Management, LLC, Hearth & Home of Ohio, Inc., BAN NH, LLC, Senior
NH, LLC, Oak Lake, LLC, Kenmetal, LLC, Living Center, LLC, Meeker
Nursing, LLC, Meeker Property Holdings, LLC, MCL Nursing, LLC,
McLoud Property Holdings, LLC, Harrah Whites Meadows Nursing,
LLC, Harrah Property Holdings, LLC, Christopher F. Brogdon, and GL
Nursing, LLC.

Incorporated by reference to Exhibit 99.3 of the Registrant’s Current
Report on Form 8-K filed on October 17, 2014

10.354 Executive Employment Agreement, dated October 10, 2014, by and
among AdCare Health Systems, Inc. and William McBride III.

Incorporated by reference to Exhibit 99.4 of the Registrant’s Current
Report on Form 8-K filed on October 17, 2014
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10.355 Seventh Modification Agreement to Loan and Security Agreement, dated
as of December 17, 2014 by and among ADK lumber city operator, LLC,
ADK Lagrange operator, LLC , ADK Powder Springs Operator, LLC ,
ADK Thunderbolt Operator, LLC, Attalla Nursing ADK, LLC , Mountain
Trace Nursing ADK, LLC, Mt. Kenn Nursing, LLC, Erin Nursing, LLC,
CP Nursing, LLC, Benton Nursing, LLC, Valley River Nursing, LLC,
Park Heritage Nursing, LLC, Homestead Nursing, LLC, Mountain View
Nursing, LLC, Little Rock HC&R Nursing, LLC , Glenvue H&R Nursing,
LLC and QC Nursing, LLC, AdCare Health Systems, Inc., and the
Privatebank and Trust Company.

Incorporated by reference to Exhibit 99.1 of the Registrant’s Current
Report on Form 8-K filed on December 22, 2014

10.356 Healthcare Facility Note, dated December 1, 2014, by and among Mt.
Kenn Property Holdings, LLC and KeyBank National Association

Incorporated by reference to Exhibit 99.2 of the Registrant’s Current
Report on Form 8-K filed on December 22, 2014

10.357 Healthcare Deed to Secure Debt, Security Agreement and Assignment of
Rents, dated December 1, 2014, by and among Mt. Kenn Property
Holdings, LLC and KeyBank National Association

Incorporated by reference to Exhibit 99.3 of the Registrant’s Current
Report on Form 8-K filed on Decembr 22, 2014

10.358 Healthcare Regulatory Agreement, dated December 1, 2014, by and
among Mt. Kenn Property Holdings, LLC, its successors, heirs, and
assigns (jointly and severally) and the U.S. Department of Housing and
Urban Development.

Incorporated by reference to Exhibit 99.4 of the Registrant’s Current
Report on Form 8-K filed on December 22, 2014

10.359 Modification of Mortgage Note Agreement, dated as of October 1, 2014,
by and between Hearth & Care of Greenfield, LLC. and Red Mortgage
Capital, Inc.

Filed herewith

10.360 Modification of Mortgage Note Agreement, dated as of October 1, 2014,
by and between The Pavilion Care Center, LLC. and Red Mortgage
Capital, Inc.

Filed herewith

10.361 Modification Agreement, dated as of October 1, 2014, by and among
Hearth & Care of Greenfield, LLC., Red Mortgage Capital, Inc., and the
U.S. Department of Housing and Urban Development

Filed herewith

10.362 Modification Agreement, dated as of October 1, 2014, by and among The
Pavilion Care Center, LLC., Red Mortgage Capital, Inc., and the U.S.
Department of Housing and Urban Development

Filed herewith

10.363 Sublease Agreement, dated as of January 16, 2015, by and among
Woodland Hills HC Property Holdings, LLC, Woodland Hills HC
Nursing, LLC and Highlands of Little Rock Riley, LLC

Filed herewith

10.364 Sublease Agreement, dated as of January 16, 2015, by and among Little
Rock HC&R Property Holdings, LLC, Little Rock HC&R Nursing, LLC
and Highlands of Little Rock West Markham, LLC

Filed herewith

10.365 Sublease Agreement, dated as of January 16, 2015, by and among Mt. V
Property Holdings, LLC, Mountain View Nursing, LLC and Highlands of
Mountain View SNF, LLC

Filed herewith

10.366 Sublease Agreement, dated as of January 16, 2015, by and among Valley
River Property Holdings, LLC, Valley River Nursing, LLC and
Highlands of Fort Smith, LLC

Filed herewith

10.367 Sublease Agreement, dated as of January 16, 2015, by and among Park
Heritage Property Holdings, LLC, Park Heritage Nursing, LLC and
Highlands of Rogers Dixieland, LLC

Filed herewith

10.368 Sublease Agreement, dated as of January 16, 2015, by and among
Homestead Property Holdings, LLC, Homestead Nursing, LLC and
Highlands of Stamps, LLC

Filed herewith
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10.369 Sublease Agreement, dated as of January 16, 2015, by and among
Benton Property Holdings, LLC, Benton Nursing, LLC and Highlands of
Bentonville, LLC

Filed herewith

10.370 Sublease Agreement, dated as of January 16, 2015, by and among
Mountain Top Property Holdings, LLC, Mountain Top ALF, LLC and
Highlands of Mountain View RCF, LLC

Filed herewith

10.371 Sublease Agreement, dated as of January 16, 2015, by and among
APH&R Property Holdings, LLC, APH&R Nursing, LLC and Highlands
of Little Rock South Cumberland, LLC

Filed herewith

10.372 Sublease Agreement, dated as of January 16, 2015, by and among
Northridge HC&R Property Holdings, LLC, Northridge HC&R Nursing,
LLC and Highlands of North Little Rock John Ashley, LLC

Filed herewith

10.373 Loan Agreement, dated January 30, 2015, by and among Georgetown
HC&R Property Holdings, LLC, Sumter Valley Property Holdings, LLC
and The PrivateBank and Trust Company

Filed herewith

10.374 Promissory Note, dated January 30, 2015, issued by Georgetown HC&R
Property Holdings, LLC, and Sumter Valley Property Holdings, LLC to
The PrivateBank and Trust Company in the amount of $9,300,000

Filed herewith

10.375 Guaranty of Payment and Performance, dated January 30, 2015, issued
by AdCare Health Systems, Inc. to and for the benefit of The PrivateBank
and Trust Company in the amount of $9,300,000

Filed herewith

10.376 Mortgage, Security Agreement, Assignment of Leases and Rents and
Fixture Filing, dated January 30, 2015, by Georgetown HC&R Property
Holdings, LLC to and for the benefit of The PrivateBank and Trust
Company

Filed herewith

10.377 Mortgage, Security Agreement, Assignment of Leases and Rents and
Fixture Filing, dated January 30, 2015, by Sumter Valley Property
Holdings, LLC to and for the benefit of The PrivateBank and Trust
Company

Filed herewith

10.378 Seventh Amendment to Credit Agreement, dated January 30, 2015, by
and between ADK Bonterra/Parkview, LLC and Gemino Healthcare
Finance, LLC

Filed herewith

10.379 Fourth Amendment to Credit Agreement, dated January 30, 2015, by and
among NW 61st Nursing, LLC, Georgetown HC&R Nursing, LLC,
Sumter N&R, LLC and Gemino Healthcare Finance, LLC

Filed herewith

10.380 Sublease Agreement, dated as of January 31, 2015, by and between ADK
Georgia, LLC. and 3460 Powder Springs Road Associates, L.P.

Filed herewith

10.381 Sublease Agreement, dated as of January 31, 2015, by and between ADK
Georgia, LLC. and 3223 Falligant Avenue Associates, L.P.

Filed herewith

10.382 Promissory Note for exit fees (Northridge), dated February 25, 2015,
issued by AdCare Health Systems, Inc. to KeyBank National Association
in the amount of $170,000

Filed herewith

10.383 Promissory Note for exit fees (Cumberland), dated February 25, 2015,
issued by AdCare Health Systems, Inc. to KeyBank National Association
in the amount of $170,000

Filed herewith

10.384 Promissory Note for exit fees (River Valley), dated February 25, 2015,
issued by AdCare Health Systems, Inc. to KeyBank National Association
in the amount of $170,000

Filed herewith
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10.385 Promissory Note for exit fees (Sumter Valley), dated February 25, 2015,
issued by AdCare Health Systems, Inc. to KeyBank National Association
in the amount of $170,000

Filed herewith

10.386 Loan Agreement, dated February 25, 2015, by and among APH&R
Property Holdings, LLC, Northridge HC&R Property Holdings, LLC,
Woodland Hills HC Property Holdings, LLC, and The PrivateBank and
Trust Company

Filed herewith

10.387 Promissory Note, dated February 25, 2015, issued by APH&R Property
Holdings, LLC, Northridge HC&R Property Holdings, LLC, and
Woodland Hills HC Property Holdings, LLC to The PrivateBank and
Trust Company in the amount of $12,000,000

Filed herewith

10.388 Mortgage, Security Agreement, Assignment of Leases and Rents and
Fixture Filing, dated February 25, 2015, by Woodland Hills HC Property
Holdings, LLC to and for the benefit of The PrivateBank and Trust
Company

Filed herewith

10.389 Mortgage, Security Agreement, Assignment of Leases and Rents and
Fixture Filing, dated February 25, 2015, by APH&R Property Holdings,
LLC to and for the benefit of The PrivateBank and Trust Company

Filed herewith

10.390 Guaranty of Payment and Performance, dated February 25, 2015, issued
by AdCare Health Systems, Inc. to and for the benefit of The PrivateBank
and Trust Company in the amount of $12,000,000

Filed herewith

10.391 Absolute Assignment of Rents and Leases, dated February 25, 2015, by
Woodland Hills HC Property Holdings, LLC, to and for the benefit of
The PrivateBank and Trust Company

Filed herewith

10.392 Absolute Assignment of Rents and Leases, dated February 25, 2015, by
APH&R Property Holdings, LLC, to and for the benefit of The
PrivateBank and Trust Company

Filed herewith

10.393 Amendment to Promissory Note, dated March 25, 2015, by and between
Riverchase Village ADK, LLC and Adcare Health Systems, Inc.

Filed herewith

10.394 Amendment to Second Amended and Restated Note, dated March 25,
2015, by and between Christopher F. Brogdon and Adcare Health
Systems, Inc.

Filed herewith

10.395 Third Amendment, dated March 25, 2015, by and among BAN NH, LLC,
Senior NH, LLC, Oak Lake, LLC, Kenmetal, LLC, Living Center, LLC,
Meeker Nursing, LLC, MCL Nursing, LLC, Harrah Whites Meadows
Nursing, LLC, Meeker Property Holdings, LLC, McLoud Property
Holdings, LLC, Harrah Property Holdings, LLC, GL Nursing, LLC,
Christopher F. Brogdon, AdCare Oklahoma Management, LLC, AdCare
Administrative Services, LLC, AdCare Health Systems, Inc., and Hearth
& Home of Ohio, Inc.

Filed herewith

10.396 First Amendment to Executive Employment Agreement, dated March 25,
2015, by and among AdCare Health Systems, Inc. and William McBride,
III

Filed herewith

10.397 Employment Agreement between AdCare Health Systems, Inc. and Allan
J. Rimland, dated March 25, 2015

Filed herewith

10.398 Settlement Agreement and Release dated March 30, 2015, by and among
Troy Clanton, Rose Rabon and South Star Services, Inc., and Chris
Brogdon , Connie Brogdon, Kenmetal, LLC, Senior NH, LLC, BAN NH,
LLC, Living Center, LLC, and Oak Lake, LLC, and Adcare Oklahoma
Management, LLC, Adcare Health Systems, Inc., Adcare Property
Holdings, LLC, and Boyd Gentry

Filed herewith
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10.399 Settlement Agreement and Release dated March 30, 2015, by and among
Starr Indemnity & Liability Company, Columbia Casualty Company,
Chris Brogdon, Connie Brogdon, Kenmetal, LLC, Senior NH, LLC, BAN
NH, LLC, Living Center, LLC, and Oak Lake, LLC, and AdCare
Oklahoma Management, LLC, AdCare Health Systems, Inc., AdCare
Property Holdings, LLC, and Boyd Gentry

Filed herewith

10.400 Settlement and Indemnification Agreement dated March 26, 2015, by
and between Adcare Health Systems, Inc and its wholly owned
subsidiaries and affiliates and Chris Brogdon and any affiliates or
entities in which Chris Brogdon has an ownership interest

Filed herewith

10.401 Asset Purchase Agreement by and between CSCC Property Holdings,
LLC, and Gracewood Manor, LLC, dated March 17, 2015

Filed herewith

10.402 Security Instrument, Mortgage & Deed of Trust, dated September 24,
2014, by and between Glenvue H&R Property Holdings, LLC and
Housing & Healthcare Finance, LLC

Incorporated by reference to Exhibit 10.24 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.403 Healthcare Regulatory Agreement - Borrower, dated September 24, 2014,
by and between Woodland Manor Property Holdings, LLC and The U.S.
Department of Housing and Urban Development

Incorporated by reference to Exhibit 10.25 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.404 Healthcare Regulatory Agreement - Borrower, dated September 24, 2014,
by and between Glenvue H&R Property Holdings, LLC and U.S.
Department of Housing and Urban Development

Incorporated by reference to Exhibit 10.26 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.405 Healthcare Facility Note, dated September 24, 2014, by and between
Woodland Manor Property Holdings, LLC and Housing & Healthcare
Finance, LLC

Incorporated by reference to Exhibit 10.27 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.406 Healthcare Facility Note, dated September 24, 2014, by and between
Glenvue H&R Property Holdings, LLC and Housing & Healthcare
Finance, LLC.

Incorporated by reference to Exhibit 10.28 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.407
Separation Agreement, dated August 11, 2014, by and between AdCare
Health Systems, Inc. and David Rubenstein

Incorporated by reference to Exhibit 10.29 of the Registrant’s
Quarterly Report on Form 10-Q for the three months ended
September 30, 2014

10.408 Lease Agreement, dated February 27, 2015, by and between Georgetown
HC&R Property Holdings, LLC and Blue Ridge in Georgetown LLC

Filed herewith

10.409 First Amendment to Lease Agreement, dated March 20, 2015, by and
between Georgetown HC&R Property Holdings, LLC and Blue Ridge in
Georgetown, LLC

Filed herewith

10.410 Lease Agreement, dated February 27, 2015 by and between Sumter
Valley Property Holdings, LLC and Blue Ridge of Sumter LLC

Filed herewith

10.411 First Lease Amendment to Lease Agreement, dated March 20, 2015, by
and between Sumter Valley Property Holdings, LLC and Blue Ridge of
Sumter, LLC

Filed herewith

10.412 Lease Agreement dated February 27, 2015 by and between Mountain
Trace Nursing ADK, LLC and Blue Ridge on the Mountain LLC

Filed herewith

10.413 First Amendment to Lease Agreement, dated March 20, 2015 by and
between Mountain Trace Nursing ADK,LLC and Blue Ridge on the
Mountain , LLC

Filed herewith

10.414 Sublease Agreement, dated July 1, 2014 by and between ADK Georgia,
LLC, and C.R. of Thomasville, LLC

Filed herewith

10.415 Lease Agreement, dated September 22, 2014 by and between Coosa
Nursing ADK, LLC, and C.R. of Coosa Valley, LLC

Filed herewith
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10.416 Lease Agreement, dated September 22, 2014 by and between Attalla
Nursing ADK, LLC and C.R. of Attalla, LLC

Filed herewith

10.417 Sublease Agreement, dated February 18, 2015 by and between CP
Nursing, LLC and C.R. of College Park, LLC

Filed herewith

21.1 Subsidiaries of the Registrant Filed herewith
23.1 Consent of KPMG LLP Filed herewith
31.1 Certification of PFO pursuant to Section 302 of the Sarbanes-Oxley Act Filed herewith
31.2 Certification of PFO pursuant to Section 302 of the Sarbanes-Oxley Act Filed herewith
32.1 Certification of CEO pursuant to Section 906 of the Sarbanes-Oxley Act Filed herewith
32.2 Certification of PFO pursuant to Section 906 of the Sarbanes-Oxley Act Filed herewith

101.SCH XBRL Taxonomy Extension Schema Filed herewith
101.CAL XBRL Taxonomy Extension Calculation Linkbase Filed herewith
101.DEF XBRL Taxonomy Extension Definition Linkbase Filed herewith
101.LAB XBRL Taxonomy Extension Label Linkbase Filed herewith
101.PRE XBRL Taxonomy Extension Presentation Linkbase Filed herewith

*    Identifies a management contract or compensatory plan or arrangement.
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Exhibit 10.359

HEARTH & CARE OF GREENFIELD
FHA Project No. 046-22026

MODIFICATION OF MORTGAGE NOTE

Attached to and Incorporated into the Mortgage Note Executed and Delivered by
Hearth & Care of Greenfield, LLC, an Ohio limited liability company to Red Mortgage Capital, Inc., an Ohio

corporation
dated as of July 29, 2008

THIS MODIFICATION OF MORTGAGE NOTE  (this "Modification of Note") is made as of October 1, 2014, by and
between HEARTH & CARE OF GREENFIELD, LLC , an Ohio limited liability company (hereinafter called "Maker"), and
RED MORTGAGE CAPITAL, LLC , a Delaware limited liability company, successor by merger to Red Mortgage Capital, Inc.,
an Ohio corporation (hereinafter called "Holder"), and approved by the SECRETARY OF HOUSING AND URBAN
DEVELOPMENT ("HUD"). This Modification of Note is attached to and incorporated in that certain mortgage note (the "Note")
dated as of July 29, 2008, executed and delivered by Maker to Holder in connection with the project known as Hearth & Care of
Greenfield, FHA Project No. 046-22026.

FOR AND IN CONSIDERATION OF the sum of Ten Dollars ($10.00) in hand paid and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged by each of the parties hereto, the parties, for themselves and for their
respective successors and assigns, do hereby agree that the terms of the Note to which this Modification of Note is appended are
hereby amended as follows:

1. The obligation of Maker under the Note to make monthly payments of principal and/or interest is hereby amended (a)
by replacing the phrase "with interest thereon from the date hereof at the rate of Six and one-half per centum (6.50%) per annum on
the unpaid balance until paid" located in the first sentence of the first paragraph of the Note with the phrase "with interest at the rate
specified herein on the unpaid balance until paid"; and (b) by inserting in lieu of the text immediately following such first sentence
(which begins "The principal and interest ..."and concludes "... shall be applied on account of principal"), the following:

"The principal and interest shall be payable in monthly installments as follows:

Interest alone shall be due and payable on the first day of August, 2008. Thereafter, commencing on the first day of September
2008, installments of principal and interest shall be due and payable in the sum of Fifteen Thousand Nine Hundred Fifty-Eight
and 45/100ths Dollars ($15,958.45) each, such payments to continue monthly thereafter on the first day of each succeeding
month up to and including November 1, 2014. Commencing on December 1, 2014, monthly installments of interest and
principal shall be due and payable in the sum of Twelve Thousand Eight Hundred Forty-Five and 92/100
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Dollars ($12,845.92), each such payments to continue monthly thereafter on the first day of each succeeding month until the
entire indebtedness has been paid in full. In any event, the balance of the principal (if any) remaining unpaid, plus accrued
interest, shall be due and payable on August 1, 2038. The installments of principal and interest shall be applied first to interest
at the rate of Six and one-half per centum (6.50%) per annum up to and including October 31, 2014, and thereafter at the rate
of Four and 20/100ths per centum (4.20%) per annum, upon the principal sum or so much thereof as shall from time to time
remain unpaid and the balance thereof shall be applied on account of principal.

2. The Allonge #1 to Mortgage Note attached to and made a part of the Note is hereby deleted, and the Rider to
Mortgage Note attached hereto, and dated as of even date herewith, is substituted therefor.

3. The Note is hereby amended so that all references to the "Mortgage" or "mortgage" contained in the Note shall be
deemed to be references to the Mortgage securing the Note, as modified by that certain Modification Agreement of even date herewith
by and among the Maker, the Holder, and HUD (the "Modification Agreement").

4. Maker hereby acknowledges and affirms to the Holder that, as of the Effective Date, there are no counter-claims,
defenses, or set-offs, whether legal or equitable, to Maker's obligations under the Note, as amended, and Maker hereby waives the
right to raise or assert any such defenses, set-offs, or counter-claims, as well as any and all other claims, which Maker has, had, or
may have had against Holder with respect to any matter or claim based upon any act, event, occurrence or omission occurring or
arising prior to the Effective Date.

5. Maker hereby acknowledges and affirms to the Holder that, as of the Effective Date, Maker is in compliance with all
of Maker's obligations under the Note.

6. From and after the Effective Date, the Note, all amendments to date, and this Modification of Note shall be taken and
read together as one, single and continuing instrument evidencing a single debt owed by the Maker to the Holder in the amount set
forth in the Note, as may be unpaid from time to time. Nothing contained herein shall be taken or construed to create a novation or
new agreement by and between the Maker and the Holder, it being the intention of the parties solely (a) to reduce the per annum rate
of interest applicable under the Note, (b) to revise the amount of monthly installments of principal and interest payable thereunder as a
result of such reduction in interest rate so as to reamortize in full the outstanding principal balance of the loan evidenced by the Note
over the remaining term thereof, and (c) to revise certain other provisions of the Note, as reflected by this Modification of Note, and
for no other purpose. Furthermore, nothing herein contained shall in any way impair the Note or the security now held for such
indebtedness, or alter, waive, annul, vary, or affect any provision, condition, or covenant therein except as herein provided, nor affect
or impair any rights, powers, or remedies of the Holder under the Note, it being the intent of the parties that the terms and provisions
of the Note shall continue in full force and effect except as modified hereby.
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7. Notwithstanding anything herein contained , if any one or more of the provisions of this Modification of Note shall
for any reason whatsoever be held to be illegal, invalid, or unenforceable in any respect , such illegality, invalidity, or unenforceability
shall not affect any other provision of this Modification of Note, but this Modification of Note shall be construed as if such illegal,
invalid, or unenforceable provision had never been contained herein.

8.     Maker and Holder agree to execute such other documents as may be necessary to implement the terms and provisions of
this Modification of Note, and the transaction evidenced hereby, including but not limited to the Modification Agreement.

9.    The Note, as amended by this Modification of Note, may not be further amended except by an instrument in writing
executed by each of the parties hereto.

10.    This Modification of Note shall be binding upon and shall inure to the benefit of the parties hereto and their respective
successors and assigns.

11.    Maker and Holder acknowledge and agree that the terms of this Modification of Note and the Modification Agreement
are subject to and contingent upon the approval thereof by HUD, which approval shall be evidenced by the written consent on behalf
of HUD affixed to this Modification of Note and to the Modification Agreement, and further acknowledge and agree that the terms of
this Modification of Note and the Modification Agreement shall not be deemed effective unless and until (i) HUD executes the
consents as aforesaid and (ii) the Modification Agreement is recorded in accordance with the terms thereof (the date on which the
Modification Agreement is so recorded is sometimes referred to herein as the "Effective Date").

12.    This Modification of Note may be executed in any number of counterparts and all counterparts shall be construed
together and shall constitute but one agreement.

IN WITNESS WHEREOF, Maker, Holder, and HUD have executed this Modification of Note as of the date first set forth
above.

[Remainder of page intentionally left blank. Counterpart signature pages follow.]
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COUNTERPART SIGNATURE PAGE TO MODIFICATION OF NOTE

MAKER:

HEARTH & CARE OF GREENFIELD, LLC,
an Ohio limited liability company

                

 

  

By /s/ David Rubenstein
 David Rubenstein, Manager
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COUNTERPART SIGNATURE PAGE TO MODIFICATION OF NOTE

HOLDER:

RED MORTGAGE CAPITAL, LLC,
a Delaware limited liability company,
successor by merger to Red Mortgage Capital, Inc., an Ohio corporation

                

 

  

By /s/ Jeffrey N. Leeth
 Jeffrey N. Leeth, Director
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COUNTERPART SIGNATURE PAGE TO MODIFICATION OF NOTE

HEARTH & CARE OF GREENFIELD
FHA Project No. 046-22026

CONSENT TO MODIFICATION OF NOTE:

The undersigned hereby consents to and approves
the foregoing Modification of Mortgage Note as of the date fust set forth above.

SECRETARY OF HOUSING AND URBAN
DEVELOPMENT, acting by and through the Federal Housing Commissioner

  

By: /s/ Carol S. Jun
Title: Authorized Agent
 Office of Residential Care Facilities
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IN WITNESS WHEREOF, the undersigned Maker has executed this Rider as of the date first above written.

HEARTH & CARE OF GREENFIELD, LLC,
an Ohio limited liability company

 

  

By /s/ David Rubenstein
 David Rubenstein, Manager
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RIDER TO MORTGAGE NOTE

This Rider to Mortgage Note (this "Rider"), made as of October 1, 2014, is attached to and made a part of the Mortgage Note (the
"Note") dated as of July 29, 2008, from Hearth & Care of Greenfield, LLC, an Ohio limited liability company (hereinafter called
"Maker"), to Red Mortgage Capital, Inc., an Ohio corporation, now known as Red Mortgage Capital, LLC, a Delaware limited
liability company, successor by merger ("Original Lender").

1. Prepayment. (a) Except as hereinafter set forth, Maker shall not have the right to prepay the indebtedness
evidenced hereby in whole or in part at any time. Maker shall have the right, on or after November 30, 2015 (the "Lockout
Termination Date") to prepay the indebtedness evidenced hereby in whole or in part on the last business day of any calendar month
on or after such date during the term hereof upon at least thirty (30) days prior written notice to the holder of this Note, which notice
shall specify the date on which the prepayment is to be made, the principal amount of such prepayment and the total amount to be
paid. Such total amount shall include interest accrued through and including the last day of the month in which the prepayment is
made. In the event of any prepayment of principal at any time on or after the Lockout Termination Date, the Maker shall concurrently
pay to the holder of this Note (i) interest on the amount prepaid through and including the last day of the month in which the
prepayment is made and (ii) a prepayment premium equal to the following designated percentages of the amount of the principal of
this Note to be so prepaid with respect to any prepayment which occurs during the following indicated time periods:

Time of Prepayment                            Prepayment Premium

from November 30, 2015 through November 29, 2016 9.0%
from November 30, 2016 through November 29, 2017 8.0%
from November 30, 2017 through November 29, 2018 7.0%
from November 30, 2018 through November 29, 2019 6.0%
from November 30, 2019 through November 29, 2020 5.0%
from November 30, 2020 through November 29, 2021 4.0%
from November 30, 2021 through November 29, 2022 3.0%
from November 30, 2022 through November 29, 2023 2.0%
from November 30, 2023 through November 29, 2024 1.0%
from November 30, 2024 and thereafter 0.0%

Notwithstanding any partial prepayment of principal made pursuant to the privilege of prepayment set forth in this Note, without the
prior written consent of the holder of this Note (which consent such holder shall have no obligation to give), the Maker shall not be
relieved of its obligations to make scheduled monthly installments of principal and interest as and when such payments are due and
payable under this Note.

(b)    Notwithstanding any prepayment prohibition imposed and/or premium required by this Note with respect to prepayments
made prior to November 30, 2023, the
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indebtedness evidenced by this Note may be prepaid in whole or in part on the last business day of any calendar month without the
consent of the holder of this Note and without prepayment premium if the Federal Housing Commissioner (the "Commissioner")
determines that prepayment will avoid a mortgage insurance claim and is therefore in the best interests of the Federal Government.
The holder of this Note understands that the Commissioner would consider exercising its right to override the prepayment prohibition
and/or prepayment premium contained herein only upon satisfaction of all of the following terms and conditions:

(i) Maker has defaulted under this Note and the Commissioner has received notice of such default, as
required by 24 C.P.R. §207.256;

(ii) The Commissioner determines that the project financed with the proceeds of this Note has been
experiencing a net income deficiency, which has not been caused solely by management inadequacy or lack of interest by Maker, and
which is of such magnitude that Maker is currently unable to make required debt service payments , pay all project operating expenses
and fund all required HUD reserves;

(iii) The Commissioner finds there is reasonable likelihood that Maker can arrange to refinance the loan
evidenced by this Note at a lower interest rate or otherwise reduce the debt service payments through partial prepayment; and

(iv) The Commissioner determines that refinancing the loan evidenced by this Note at a lower rate or
partial prepayment is necessary to restore the said project to a fmancially viable condition and to avoid an insurance claim.

(c)    Notwithstanding the provisions of Paragraph 1(a) above, the provisions of Paragraph 1(a) shall not apply, and no
prepayment premium shall be collected by the holder of this Note, with respect to any prepayment which is made by or on behalf of
the Maker from insurance proceeds as a result of damage to the mortgaged premises or condemnation awards which, at the option of
the holder of this Note, may be applied to reduce the indebtedness of Maker evidenced hereby pursuant to the terms and provisions of
the security instrument securing this Note (the "Mortgage") of even date with the Note, given by Maker to the original holder of this
Note to secure said indebtedness. Any prepayment made pursuant to this Paragraph 1(c) shall be deemed to have been made on the
last day of the month in which such payment is received by holder and shall include interest on the amount prepaid through and
including the last day of the month in which the prepayment is made.

(d)    Notwithstanding the provisions of Paragraph 1(a) above, the provisions of Paragraph 1(a) shall not apply, and no
prepayment premium shall be collected by the holder of this Note, in the event that the maximum principal amount of this Note is
reduced (or a partial prepayment is made) solely as the result of a mortgage reduction (or a partial prepayment) required by the
Commissioner based upon any cost certification or other report required to be provided by the Maker to the Commissioner subsequent
to the date hereof. Any prepayment made pursuant to this Paragraph 1(d) shall be deemed to have been made on the last day of the
month in which such
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payment is received by holder and shall include interest on the amount prepaid through and including the last day of the month in
which the prepayment is made.

2. Late Charges. In the event any installment or part of any installment due under this Note becomes delinquent for more
than fifteen (15) days, there shall be due, at the option of the holder of this Note, in addition to other sums due hereunder, a late charge
in an amount equal to two percent (2%) ofthe amount of principal and/or interest so delinquent. Whenever, under the law of the
jurisdiction where the property is located, the amount of any such late charge is considered to be additional interest, this provision
shall not be effective if the rate of interest specified in this Note, together with the amount of the late charge, would aggregate an
amount in excess of the maximum rate of interest permitted and would constitute usury.

3. Method of Payment. All payments to reduce the principal balance hereunder, other than regularly scheduled payments
of principal, and all late charges and other amounts required to be paid hereunder, other than regularly scheduled installments of
interest, shall be made to the holder of this Note in immediately available Federal Funds. Payments received after 12:00 noon Eastern
time will be deemed to have been received on the next following business day.

4. Non-Recourse.    Notwithstanding any other provision contained in this Note, it is agreed that the execution of this
Note shall impose no personal liability on the Maker hereof for payment of the indebtedness evidenced hereby, and, in the event of a
default, the holder hereof shall look solely to the "Collateral" (defined below) in satisfaction of the indebtedness evidenced hereby and
will not seek or obtain any deficiency or personal judgment against the Maker hereof except such judgment or decree as may be
necessary to foreclose or bar its interest in the Collateral, except as set out in the Mortgage. As used herein, "Collateral" shall mean
and include (i) the property subject to the Mortgage , including, but not limited to, the land, improvements, equipment, personal
property, and appurtenances thereto, and the rents, issues, and profits thereof, as set forth in said Mortgage and (ii) the collateral
described in the Security Agreement of even date with the Note given to further secure the Note.

[Signature Page to Follow]
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HEARTH & CARE OF GREENFIELD, LLC,
an Ohio limited liability company

 

  

By /s/ David Rubenstein
 David Rubenstein, Manager

                        

                        

R-4

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Exhibit 10.360

THE PAVILION
FHA Project No. 043-22028

MODIFICATION OF MORTGAGE NOTE

Attached to and Incorporated into the Mortgage Note Executed and Delivered by
The Pavilion Care Center, LLC, an Ohio limited liability company to Red Mortgage Capital, Inc., an Ohio

corporation
dated as of November 27,2007

THIS MODIFICATION OF MORTGAGE NOTE  (this "Modification of Note") is made as of October 1, 2014, by and
between THE PAVILION CARE CENTER, LLC , an Ohio limited liability company (hereinafter called "Maker"), and RED
MORTGAGE CAPITAL, LLC , a Delaware limited liability company, successor by merger to Red Mortgage Capital, Inc., an
Ohio corporation (hereinafter called "Holder"), and approved by the SECRETARY OF HOUSING AND URBAN
DEVELOPMENT ("HUD"). This Modification of Note is attached to and incorporated in that certain mortgage note (the "Note")
dated as of November 27, 2007, executed and delivered by Maker to Holder in connection with the project known as The Pavilion,
FHA Project No. 043-22028.

FOR AND IN CONSIDERATION OF the sum of Ten Dollars ($10.00) in hand paid and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged by each of the parties hereto, the parties, for themselves and for their
respective successors and assigns, do hereby agree that the terms of the Note to which this Modification of Note is appended are
hereby amended as follows:

1. The obligation of Maker under the Note to make monthly payments of principal and/or interest is hereby amended (a)
by replacing the phrase "with interest from date at the rate of Five and 95/lOOths percentum (5.95%) per annum on the unpaid
balance until paid" located in the first sentence of the first paragraph of the Note with the phrase "with interest at the rate specified
herein on the unpaid balance until paid"; and (b) by inserting in lieu of the text immediately following such first sentence (which
begins "The said principal and interest ..."and concludes"... shall be applied on account of principal"), the following:

"The said principal and interest shall be payable in monthly installments as follows:

Interest only payable on the first day of December 2007. Commencing on the first day of
January, 2008, monthly installments of principal and interest shall be paid in the sum of
Fifteen Thousand and Forty Seven and 33/100 Dollars ($15,047.33) each, such payments to continue monthly thereafter on
the first day of each succeeding month up to and including November 1, 2014. Commencing on December 1, 2014, monthly
installments of interest and principal shall be due and payable in the sum of Thirteen Thousand Five Hundred Fifty-Two and
671100 Dollars ($13,552.67), each such payments to continue
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monthly thereafter on the first day of each succeeding month until the entire indebtedness has been paid in full. In any event,
the balance of the principal (if any) remaining unpaid, plus accrued interest, shall be due and payable on June 1, 2022. The
installments of principal and interest shall be applied first to interest at the rate of five and 95/100ths per centum (5.95%) per
annum up to and including October 31, 2014, and thereafter at the rate of Four and 16/l00ths per centum (4.16%) per annum,
upon the principal sum or so much thereof as shall from time to time remain unpaid and the balance thereof shall be applied on
account of principal.

2. The Rider to Mortgage Note attached to and made a part of the Note is hereby deleted, and the Rider to Mortgage
Note attached hereto, and dated as of even date herewith, is substituted therefor.

3. The Note is hereby amended so that all references to the "Mortgage" or "mortgage" contained in the Note shall be
deemed to be references to the Mortgage securing the Note, as modified by that certain Modification Agreement of even date
herewith by and among the Maker, the Holder, and HUD (the "Modification Agreement").

4. Maker hereby acknowledges and affirms to the Holder that, as of the Effective Date, there are no counter-claims,
defenses, or set-offs, whether legal or equitable, to Maker's obligations under the Note, as amended, and Maker hereby waives the
right to raise or assert any such defenses, set-offs, or counter-claims, as well as any and all other claims, which Maker has, had, or
may have had against Holder with respect to any matter or claim based upon any act, event, occurrence or omission occurring or
arising prior to the Effective Date.

5. Maker hereby acknowledges and affirms to the Holder that, as of the Effective Date, Maker is in compliance with all
of Maker's obligations under the Note.

6. From and after the Effective Date, the Note, all amendments to date, and this Modification of Note shall be taken and
read together as one, single and continuing instrument evidencing a single debt owed by the Maker to the Holder in the amount set
forth in the Note, as may be unpaid from time to time. Nothing contained herein shall be taken or construed to create a novation or
new agreement by and between the Maker and the Holder, it being the intention of the parties solely (a) to reduce the per annum rate
of interest applicable under the Note, (b) to revise the amount of monthly installments of principal and interest payable thereunder as a
result of such reduction in interest rate so as to reamortize in full the outstanding principal balance of the loan evidenced by the Note
over the remaining term thereof, and (c) to revise certain other provisions of the Note, as reflected by this Modification of Note, and
for no other purpose. Furthermore, nothing herein contained shall in any way impair the Note or the security now held for such
indebtedness, or alter, waive, annul, vary, or affect any provision, condition, or covenant therein except as herein provided, nor affect
or impair any rights, powers, or remedies of the Holder under the Note, it being the intent of the parties that the terms and provisions
of the Note shall continue in full force and effect except as modified hereby.
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7. Notwithstanding anything herein contained, if any one or more of the provisions of this Modification of Note shall for
any reason whatsoever be held to be illegal, invalid, or unenforceable in any respect, such illegality, invalidity, or unenforceability
shall not affect any other provision of this Modification of Note, but this Modification ofNote shall be construed as if such illegal,
invalid, or unenforceable provision had never been contained herein.

8. Maker and Holder agree to execute such other documents as may be necessary to implement the terms and provisions
of this Modification of Note, and the transaction evidenced hereby, including but not limited to the Modification Agreement.

9. The Note, as amended by this Modification of Note, may not be further amended except by an instrument in writing
executed by each of the parties hereto.

10. This Modification of Note shall be binding upon and shall inure to the benefit of the parties hereto and their
respective successors and assigns.

11. Maker and Holder acknowledge and agree that the terms of this Modification of Note and the Modification Agreement are
subject to and contingent upon the approval thereof by HUD, which approval shall be evidenced by the written consent on behalf of
HUD affixed to this Modification of Note and to the Modification Agreement, and further acknowledge and agree that the terms of
this Modification of Note and the Modification Agreement shall not be deemed effective unless and until (i) HUD executes the
consents as aforesaid and (ii) the Modification Agreement is recorded in accordance with the terms thereof (the date on which the
Modification Agreement is so recorded is sometimes referred to herein as the "Effective Date").

12.    This Modification of Note may be executed in any number of counterparts and all counterparts shall be construed
together and shall constitute but one agreement.

IN WITNESS WHEREOF, Maker, Holder, and HUD have executed this Modification of Note as of the date first set forth
above.

[Remainder of page intentionally left blank. Counterpart signature pages follow.]
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COUNTERPART SIGNATURE PAGE TO MODIFICATION OF NOTE

MAKER:

THE PAVILION CARE CENTER, LLC,
an Ohio limited liability company

                

 

  

By /s/ David Rubenstein
 David Rubenstein, Manager
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COUNTERPART SIGNATURE PAGE TO MODIFICATION OF NOTE

HOLDER:

RED MORTGAGE CAPITAL, LLC,
a Delaware limited liability company,
successor by merger to Red Mortgage Capital, Inc., an Ohio corporation

                

 

  

By /s/ Jeffrey N. Leeth
 Jeffrey N. Leeth, Director
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COUNTERPART SIGNATURE PAGE TO MODIFICATION OF NOTE

THE PAVILION
FHA Project No.043-22028

CONSENT TO MODIFICATION OF NOTE:

The undersigned hereby consents to and approves
the foregoing Modification of Mortgage Note as of the date first set forth above.

SECRETARY OF HOUSING AND URBAN
DEVELOPMENT, acting by and through the Federal Housing Commissioner

  

By: /s/ Carol S. Jun
Title: Authorized Agent
 Office of Residential Care Facilities
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RIDER TO MORTGAGE NOTE

This Rider to Mortgage Note (this "Rider"), made as of October 1, 2014, is attached to and made a part of the Mortgage Note (the
"Note") dated as of November 27, 2007, from The Pavilion Care Center, LLC, an Ohio limited liability company (hereinafter called
"Maker"), to Red Mortgage Capital, Inc., an Ohio corporation , now known as Red Mortgage Capital , LLC, a Delaware limited
liability company , successor by merger ("Original Lender").

1. Prepayment. (a) Except as hereinafter set forth, Maker shall not have the right to prepay the indebtedness
evidenced hereby in whole or in part at any time. Maker shall have the right, on or after November 30, 2014 (the "Lockout
Termination Date") to prepay the indebtedness evidenced hereby in whole or in part on the last business day of any calendar month
on or after such date during the term hereof upon at least thirty (30) days prior written notice to the holder of this Note, which notice
shall specify the date on which the prepayment is to be made, the principal amount of such prepayment and the total amount to be
paid. Such total amount shall include interest accrued through and including the last day of the month in which the prepayment is
made. In the event of any prepayment of principal at any time on or after the Lockout Termination Date, the Maker shall concurrently
pay to the holder of this Note (i) interest on the amount prepaid through and including the last day of the month in which the
prepayment is made and (ii) a prepayment premium equal to the following designated percentages of the amount of the principal of
this Note to be so prepaid with respect to any prepayment which occurs during the following indicated time periods:

Time of Prepayment                            Prepayment Premium

from November 30, 2014 through November 29, 2015 10.0%
from November 30, 2015 through November 29, 2016 9.0%
from November 30, 2016 through November 29, 2017 8.0%
from November 30, 2017 through November 29, 2018 7.0%
from November 30, 2018 through November 29, 2019 6.0%
from November 30, 2019 through November 29, 2020 5.0%
from November 30, 2020 through November 29, 2021 4.0%
from November 30, 2021 through November 29, 2022 3.0%
from November 30, 2022 through November 29, 2023 2.0%
from November 30, 2023 through November 29, 2024 1.0%
from November 30, 2024 and thereafter 0.0%

Notwithstanding any partial prepayment of principal made pursuant to the privilege of prepayment set forth in this Note, without the
prior written consent of the holder of this Note (which consent such holder shall have no obligation to give), the Maker shall not be
relieved of its obligations to make scheduled monthly installments of principal and interest as and when such payments are due and
payable under this Note .
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(b)    Notwithstanding any prepayment prohibition imposed and/or premium required by this Note with respect to prepayments
made prior to November 30, 2023, the indebtedness evidenced by this Note may be prepaid in whole or in part on the last business
day of any calendar month without the consent of the holder of this Note and without prepayment premium if the Federal Housing
Commissioner (the "Commissioner") determines that prepayment will avoid a mortgage insurance claim and is therefore in the best
interests of the Federal Government. The holder of this Note understands that the Commissioner would consider exercising its right to
override the prepayment prohibition and/or prepayment premium contained herein only upon satisfaction of all of the following terms
and conditions:

(i) Maker has defaulted under this Note and the Commissioner has received notice of such default, as
required by 24 C.F.R. §207.256;

(ii) The Commissioner determines that the project financed with the proceeds of this Note has been
experiencing a net income deficiency, which has not been caused solely by management inadequacy or lack of interest by Maker, and
which is of such magnitude that Maker is currently unable to make required debt service payments, pay all project operating expenses
and fund all required HUD reserves;

(iii) The Commissioner fmds there is reasonable likelihood that Maker can arrange to refinance the loan
evidenced by this Note at a lower interest rate or otherwise reduce the debt service payments through partial prepayment; and

(iv) The Commissioner determines that refinancing the loan evidenced by this Note at a lower rate or
partial prepayment is necessary to restore the said project to a financially viable condition and to avoid an insurance claim.

(c)    Notwithstanding the provisions of Paragraph l(a) above, the provisions of Paragraph l(a) shall not apply, and no
prepayment premium shall be collected by the holder of this Note, with respect to any prepayment which is made by or on behalf of
the Maker from insurance proceeds as a result of damage to the mortgaged premises or condemnation awards which, at the option of
the holder of this Note, may be applied to reduce the indebtedness of Maker evidenced hereby pursuant to the terms and provisions of
the security instrument securing this Note (the "Mortgage") of even date with the Note, given by Maker to the original holder of this
Note to secure said indebtedness. Any prepayment made pursuant to this Paragraph 1(c) shall be deemed to have been made on the
last day of the month in which such payment is received by holder and shall include interest on the amount prepaid through and
including the last day of the month in which the prepayment is made.

(d)    Notwithstanding the provisions of Paragraph l(a) above, the provisions of Paragraph l(a) shall not apply, and no
prepayment premium shall be collected by the holder of this Note, in the event that the maximum principal amount of this Note is
reduced (or a partial prepayment is made) solely as the result of a mortgage reduction (or a partial prepayment) required by the
Commissioner based upon any cost certification or other report required to be provided by
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the Maker to the Commissioner subsequent to the date hereof. Any prepayment made pursuant to this Paragraph 1(d) shall be deemed
to have been made on the last day of the month in which such payment is received by holder and shall include interest on the amount
prepaid through and including the last day of the month in which the prepayment is made.

2 .    Late Charges. In the event any installment or part of any installment due under this Note becomes delinquent for more
than fifteen (15) days, there shall be due, at the option of the holder of this Note, in addition to other sums due hereunder, a late charge
in an amount equal to two percent (2%) ofthe amount of principal and/or interest so delinquent. Whenever, under the law of the
jurisdiction where the property is located, the amount of any such late charge is considered to be additional interest, this provision
shall not be effective if the rate of interest specified in this Note, together with the amount of the late charge, would aggregate an
amount in excess of the maximum rate of interest permitted and would constitute usury.

3.    Method of Payment. All payments to reduce the principal balance hereunder, other than regularly scheduled payments of
principal, and all late charges and other amounts required to be paid hereunder, other than regularly scheduled installments of interest,
shall be made to the holder of this Note in immediately available Federal Funds. Payments received after 12:00 noon Eastern time will
be deemed to have been received on the next following business day.

4 .     Non-Recourse. Notwithstanding any other provision contained in this Note, it is agreed that the execution of this Note
shall impose no personal liability on the Maker hereof for payn}ent of the indebtedness evidenced hereby, and, in the event of a
default, the holder hereof shall look solely to the "Collateral" (defined below) in satisfaction of the indebtedness evidenced hereby and
will not seek or obtain any deficiency or personal judgment against the Maker hereof except such judgment or decree as may be
necessary to foreclose or bar its interest in the Collateral, except as set out in the Mortgage. As used herein, "Collateral" shall mean
and include (i) the property subject to the Mortgage, including, but not limited to, the land, improvements, equipment, personal
property, and appurtenances thereto, and the rents, issues, and profits thereof, as set forth in said Mortgage and (ii) the collateral
described in the Security Agreement of even date with the Note given to further secure the Note.

[Signature Page to Follow]
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IN WITNESS WHEREOF, the undersigned Maker has executed this Rider as of the date first above written.

THE PAVILION CARE CENTER, LLC,
an Ohio limited liability company

 

  

By /s/ David Rubenstein
 David Rubenstein, Manager
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Exhibit 10.361

HEARTH & CARE OF GREENFIELD
FHA Project No. 046-22026

MODIFICATION AGREEMENT

THIS MODIFICATION AGREEMENT  (this "Agreement") is made as of October 1, 2014, by and among
HEARTH & CARE OF GREENFIELD, LLC , an Ohio limited liability company (hereinafter called "Borrower"); RED
MORTGAGE CAPITAL, LLC, a Delaware limited liability company, successor by merger to Red Mortgage Capital, Inc., an Ohio
corporation (hereinafter called "Lender"); and the SECRETARY OF HOUSING AND URBAN DEVELOPMENT , acting by
and through the Federal Housing Commissioner (hereinafter called the "Secretary").

Recitals.

A. Borrower is the owner of a nursing home project located in Greenfield, Ohio, commonly known as Hearth &
Care of Greenfield, FHA Project No. 046-22026 (the "Project"), on that real property described in Exhibit A, attached hereto and
made a part hereof.

B. Borrower has financed the Project with a mortgage loan (the "Mortgage Loan") in the original principal
amount of $2,524,800.00, made to Borrower by Lender.

C. The Mortgage Loan is insured by the Secretary under Section 232, pursuant to Section 223(:1), of the National
Housing Act, as amended. The Project is identified in the records of the Secretary as Hearth & Care of Greenfield, FHA Project No.
046-22026.

D.    The Mortgage Loan is evidenced by a Mortgage Note dated as of July 29, 2008, in the principal amount of
$2,524,800.00, executed by Borrower in favor of Lender (the "Note") and is secured, inter alia by (i) a Mortgage Deed, dated as of
July 29, 2008, executed by Borrower in favor of Lender (the "Mortgage"), which Mortgage was recorded on July 25, 2008, with the
land records office of Highland County, Ohio (the "Recorder") at Bk. 711, Pg. 428; (ii) a Security Agreement dated as of July 29,
2008, executed by Borrower in favor of Lender (the "Security Agreement"); and (iii) certain UCC Financing Statements (the "UCC
Financing Statements") naming the Borrower as debtor and Lender and the Secretary as secured parties, and filed or recorded, as
applicable, (a) on July 25, 2008 in the applicable State of Ohio UCC financing statement records at OH00128490606, and (b) on July
25, 2008 with the Recorder at UCC No. 200800000066.

E.    In connection with the Mortgage Loan, Borrower and the Secretary entered into a certain Regulatory Agreement
dated as of July 29, 2008, (the "Regulatory Agreement"), which Regulatory Agreement was recorded on July 25, 2008, with the
Recorder at Bk. 711, Pg. 436.

F.    The Note, Mortgage, Security Agreement, UCC Financing Statements, Regulatory Agreement, and all other
documents executed by Borrower in connection with the Mortgage Loan are hereinafter referred to as the "Loan Documents."
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G.    Pursuant to a Modification of Mortgage Note executed by Borrower and Lender and approved by the Secretary,
as of even date herewith (the "Modification of Note"), and as provided herein, the parties have agreed to modify the terms of the Note
(i) to reduce the rate of interest therein provided from 6.50% per annum to 4.20% per annum, effective as of November 1, 2014; (ii) as
a result of such reduction in interest rate, to revise the amount of the monthly installments of interest and principal payable on and after
December 1, 2014, so as to reamortize in full the Mortgage Loan over the remaining term thereof; and (iii) to modify the prepayment
provisions of the Mortgage Loan.

H.    Borrower and Lender now desire to amend the Mortgage, the Regulatory Agreement, and other Loan Documents
to conform the terms thereof to the Note, as amended by the Modification of Note, and to amend the Loan Documents in certain other
respects as hereinafter described.

Statement of Agreement.

NOW, THEREFORE, for and in consideration of the foregoing premises and other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged by each of the parties hereto, and in further consideration of the
agreements, covenants and stipulations hereinafter set forth, the parties for themselves and for their respective successors and assigns,
do hereby agree and covenant as follows:

1. Recitals; Capitalized Terms. The    foregoing recitals are hereby
incorporated by reference as if fully set forth herein.

2.    Amendments to Mortgage, Security Agreement, Regulatory Agreement and Other Loan Documents.

(A) All references to the rate of interest of the Mortgage Loan, Note, and/or Mortgage which are
contained in the Mortgage, Security Agreement, Regulatory Agreement, or any other Loan Document are changed from Six and one-
half per centum (6.50%) per annum to: Six and one-half per centum (6.50%) per annum through and including October 31, 2014, and
Four and 20/l00ths per centum (4.20%) per annum from and after November 1, 2014.

(B) The Mortgage, Security Agreement, Regulatory Agreement, and other Loan Documents are each
hereby amended so that (a) all references to the "Note" or "note" contained in any of said documents shall be deemed to refer to the
Note as modified by the Modification of Note, (b) any reference to the "Mortgage" or "mortgage" contained in any of said documents
shall be deemed to refer to the Mortgage, as modified by this Agreement, (c) all references to the "Security Agreement" or "security
agreement" contained in any of said documents shall be deemed to refer to the Security Agreement as modified by this Agreement,
and (d) all references to the "Regulatory Agreement" or "regulatory agreement" contained in any of said documents shall be deemed
to refer to the Regulatory Agreement as modified by this Agreement.

3.    Non-Waiver.
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Nothing in this Agreement shall waive, compromise, impair or prejudice any right the Secretary or Lender may have to
seek judicial recourse for any breach of the Regulatory Agreement that may have occurred prior to or that may occur subsequent to
the date of this Agreement. In the event that the Secretary or Lender initiates an action for breach of the Regulatory Agreement and
recovers funds, either on behalf of the Secretary or Lender, or on behalf of the Project or Borrower, those funds may be applied, at the
discretion of the Secretary, to the payment of the delinquent amount due under the Mortgage or as a partial prepayment of the
Mortgage Loan.

4.    Other Provisions.

(A) Nothing herein contained shall in any manner impair the Note or the security now held for said
indebtedness; nor alter, waive, annul, vary, or affect any provision, condition, or covenant of the Note, Mortgage, or Regulatory
Agreement, except as specifically modified and amended herein and in the Modification of Note; nor affect or impair any rights,
powers, or remedies under the Note, Mortgage, or other Loan Documents, as amended by this Agreement and the Modification of
Note, nor create a novation or new agreement by and between the parties thereto, it being the intent of the parties hereto that the terms
and provisions of the Note, Mortgage, and other Loan Documents, as amended by this Agreement and the Modification of Note, are
expressly approved, ratified, and confirmed, and shall continue and remain in full force and effect except as modified hereby and by
the Modification of Note, and that the lien of the Mortgage and the Regulatory Agreement and the priority thereof shall be unchanged.

(B) Borrower hereby acknowledges and affirms to Lender that as of the effective date of this Agreement,
Borrower has no claims against Lender arising out of or related to the Mortgage, the Note, the Security Agreement, or the other Loan
Documents.

(C) Notwithstanding anything herein contained, if any one or more of the provisions of this Agreement
shall for any reason whatsoever be held to be illegal, invalid, or unenforceable in any respect, such illegality, invalidity, or
unenforceability shall not affect any other provision of this Agreement, but this Agreement shall be construed as if such illegal,
invalid, or unenforceable provision had never been contained herein.

(D) The Mortgage, the Security Agreement, Regulatory Agreement and other Loan Documents, as
amended by this Agreement, may not be further modified except by an instrument in writing executed by each of the parties hereto.

(E) This Agreement shall be binding upon and shall inure to the benefit of the parties hereto, and their
respective successors and assigns.

(F) Borrower and Lender acknowledge and agree that the terms of this Agreement are subject to and
contingent upon the approval thereof by the Secretary, which approval shall be evidenced by the written consent of the Secretary
affixed to this Agreement below, and further acknowledge and agree that the terms of this Agreement shall not be deemed effective
unless and until the Secretary executes the consent as aforesaid.
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(G) This Agreement may be executed in any number of counterparts and all counterparts shall be
construed together and shall constitute but one agreement.

IN WITNESS WHEREOF, Borrower, Lender and the Secretary have caused this Agreement to be executed as of
the date first set forth above.

[Remainder of page intentionally left blank. Counterpart signature pages follow.]
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COUNTERPART SIGNATURE PAGE TO MODIFICATION AGREEMENT

BORROWER:

HEARTH & CARE OF GREENFIELD, LLC,
an Ohio limited liability company

                

 

  

By /s/ David Rubenstein
 David Rubenstein, Manager
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COUNTERPART SIGNATURE PAGE TO MODIFICATION AGREEMENT

LENDER:

RED MORTGAGE CAPITAL, LLC,
a Delaware limited liability company,
successor by merger to Red Mortgage Capital, Inc.,
an Ohio corporation

                    

 

  

By /s/ Jeffrey N. Leeth
 Jeffrey N. Leeth, Director
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COUNTERPART SIGNATURE PAGE TO MODIFICATION AGREEMENT

HEARTH & CARE OF GREENFIELD
FHA Project No. 046-22026

MODIFICATION APPROVED AND ACCEPTED BY:

Secretary of Housing and Urban Development, acting by and through the Federal
Housing Commissioner

                    

  

By: /s/ Carol S. Jun
Title: Authorized Agent
 Office of Residential Care Facilities

ACKNOWLEDGMENT

DISTRICT OF COLUMBIA

On this 30th day of October, 2014, before me, a notary public in and for the jurisdiction aforesaid, personally appeared Carol S. Jun,
who acknowledged that she is the Authorized Agent of the Secretary of U.S. Department of Housing and Urban Development, acting
by and through the Federal Housing Commissioner, and a Supervisory Account Executive in the Office of Residential Care Facilities,
U.S. Department of Housing and Urban Development, and that she, being authorized so to do by virtue of such office, executed the
foregoing instrument on behalf of the Federal Housing Commissioner, acting for the Secretary of the U.S. Department of Housing
and Urban Development.

Witness my hand and official seal.

This instrument was prepared by and should be returned upon recording to:

Mathew J. Porter, Esq.
Vorys, Sater, Seymour and Pease LLP 1909 K Street NW, Suite 900
Washington, DC 20006
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EXHIBIT A
Legal Description

(3 pages)

PARCEL I (Nursing Home):
Situated in the City of Greenfield, County of Highland and State of Ohio:
And known as being parts of In-Lots No. 103 and No. 104 of said Village (now City) and located on the Northwest corner of
Washington Street and South Street intersection,
fronting eighty and one-half (80-1/2) on Washington Street and 97-112 on South Street,
extending back and parallel with the same width of which 97-1/2 fronting on South Street,
82-1/2 feet frontage in on In-Lot 103 and 15 feet is on the East frontage of In-Lot No. 104 on South Street.

PARCEL II (Nursing Home):

Situated in the City of Greenfield, County of Highland and State of Ohio:
And known as being a portion of In-Lots Number 103 and 104, beginning at a point in the East Line of In-Lot No. 103, on
Washington Street, Eighty and One-Half (80-1/2) feet from the Northwest comer of Washington and South Streets;

Thence Westerly parallel with South Street Ninety-Seven and One-Half (97-1/2) feet to a
stake on In-Lot No. 104;

Thence Northerly and parallel with the East line of In-Lot No. 104, Eighty-four and one
half (84-1/2) feet to the alley;

Thence with alley Easterly, ninety-seven and one half (97 1/2) feet to a stake in the West line of Washington Street;

Thence Southerly with the East line of In-Lot No. One Hundred and three (103) and parallel with Washington Street to the place of
beginning, eighty-four and one-half(84-1/2) feet;

PARCEL III (Office Building):

Situated in the City of Greenfield, County of Highland and State of Ohio:
And known as beginning at a cross in the sidewalk 16-1/2 feet from the curb on the North
side of South Street, and near the North edge of said sidewalk, said cross being 97-1/2 feet from the Southeast corner of In-Lot 103
and 150 feet from the East side of an alley on the West side of In-Lot No, 118;

Thence running Northward, parallel to Washington Street, 165 feet to an alley;

Thence turning and running Westward, parallel to South Street, 50 feet;

Thence turning and running Southward, parallel to Washington Street, 165 feet;

Thence turning and running Eastward, parallel to South Street, 50 feet to the beginning.
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PARCEL IV (Parking Lot):

Situated in the City of Greenfield; County of Highland and State of Ohio:
And known as being a part of In-Lot No. 105 of the Original Town Plat as recorded in Plat Book 01, Page 135 of the Highland
County Recorder's Office, and being further bounded
and described as follows:

Beginning at a 5/8-inch iron pin (found, bent) in the Northerly margin of an alley, 165 feet wide, said iron pin being the Southeasterly
corner of a 5280 sq. ft. tract as conveyed to the Home Building and Loan company of Greenfield (O.R. 079, Page 745);

Thence with the Easterly line of the Home Building and Loan Company of Greenfield, North 14 deg. 00' 00" West, a distance of
103.00 feet to 5/8-inch iron pin (set);

Thence with a new division line North 76 deg. 00' 00" East, a distance of 50.50 ft. to a 5/8-
inch iron pin (set) in the Westerly line of an unrecorded 12.5 ft. alley way South 14 deg. 00' 00" East, a distance of 103.00 feet to a
5/8-inch iron pin (found) in the Northerly margin of the aforementioned alley, 16.50 feet wide;

Thence with the Northerly margin of said alley South 76 deg. 00' 00" West, a distance of
50.50 feet to the beginning, containing 0.1194 acre of land.

Subject to all legal easements and rights of-way of record.

Bearings are based upon the record bearing (South 76 deg. 00' 00" West) of the Northerly margin of Mirbeau Street as found in D.B.
315, Page 705.

The above description is a part of In-Lot No. 105 as conveyed to Thomas B. Fenton and Connie J. Fenton and recorded in Official
Record 114, Page 282 of Highland County Recorder's Office.

Land surveyed in July 1994 and May 1996, under the direction of Thomas E. Purtell, Registered Professional Surveyor No. 6519, the
survey plat of which is referred to as Drawing No. S96310 on file in the office of McCarty Associates, Hillsboro, Ohio.

311 South Street
Greenfield, Ohio 45123

PPN: 27-16-001-114.00 (as to Part of In-Lot 104)

V/L Washington Street
Greenfield, Ohio 45123

PPN: 27-16-001-115.000 (as to Part of In-Lot 104)

238 S. Washington Street
Greenfield, Ohio 45123
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PPN: 27 16-001·116.000 (as to Part of In-Lot 103 and 104)

226 Washington Street
Greenfield, Ohio 45123

PPN: 27 16-001·117.00 (as to Part of In-Lot 103)

V/L Mirbeau Street
Greenfield, Ohio 45123

PPN: 27 16-001-137.01 (as to Part of In Lot 105)

PARCEL V

FIRST TRACT: Situate in the City of Greenfield, County of Highland, State of Ohio, and bounded and described as follows:
Commencing at the Southeast corner of In-Lot No. 102 as known and described on the recorded plat of said City;

Thence North 20 feet with the line of Washington Street;

Thence West 60 feet;

Thence South to the line of the alley

Thence East with the line of the alley 60 feet to the place of beginning.

SECOND TRACT: Situate in the City of Greenfield, County of Highland, State of Ohio,
and bounded and described as follows:
A strip of ground fronting 41 feet on Washington Street and running back that width at right angles with Washington Street 70 feet to
an alley, said strip being a portion of said In-Lot Number 102 as known and designated on the recorded plat of said City and lying
adjoining and North of the present residence of Jessie Robins.

THIRD TRACT: Situate in the City of Greenfield, County of Highland, State of Ohio, and bounded and described as follows:
Also a strip or ground 10 feet by 20 feet in the rear of and adjoining the present lot of Jessie Robins;

Being part of the Southwest comer of In-Lot No. 102, excepting a strip of land 12-1/2 feet in width running North and South which is
hereby reserved for an alley.

PPN: 27-16-001-132.00
222 Smith Washington Street1 Greenfield, Ohio 45123
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Exhibit 10.362

THE PAVILION
FHA Project No. 043-22028

MODIFICATION AGREEMENT

THIS MODIFICATION AGREEMENT  (this "Agreement") is made as of October 1, 2014, by and among THE
PAVILION CARE CENTER, LLC , an Ohio limited liability company (hereinafter called "Borrower"); RED MORTGAGE
CAPITAL, LLC , a Delaware limited liability company, successor by merger to Red Mortgage Capital, Inc., an Ohio corporation
(hereinafter called "Lender"); and the SECRETARY OF HOUSING AND URBAN DEVELOPMENT , acting by and through
the Federal Housing Commissioner (hereinafter called the "Secretary").

Recitals.

A. Borrower is the owner of a nursing home project located in Sidney, Ohio, commonly known as The Pavilion,
FHA Project No. 043-22028 (the "Project"), on that real property described in Exhibit A, attached hereto and made a part hereof.

B. Borrower has financed the Project with a mortgage loan (the "Mortgage Loan") in the original principal
amount of $2,108,800.00, made to Borrower by Lender.

C. The Mortgage Loan is insured by the Secretary under Section 232, pursuant to Section 223(a)(7), of the
National Housing Act, as amended. The Project is identified in the records of the Secretary as The Pavilion, FHA Project No. 043-
22028.

D. The Mortgage Loan is evidenced by a Mortgage Note dated as of November 27, 2007, in the principal
amount of $2,108,800.00, executed by Borrower in favor of Lender (the "Note") and is secured, inter alia, by (i) a Mortgage Deed,
dated as of November 27, 2007, executed by Borrower in favor of Lender (the "Mortgage"), which Mortgage was recorded on
November 26, 2007, with the land records office of Shelby County, Ohio (the "Recorder") at Vol. 1666, Pg. 26;
(ii) a Security Agreement dated as of November 27, 2007, executed by Borrower in favor of Lender (the "Security Agreement"); and
(iii) certain UCC Financing Statements (the "UCC Financing Statements") naming the Borrower as debtor and Lender and the
Secretary as secured parties, and filed or recorded, as applicable, (a) on November 26, 2007 in the applicable State of Ohio UCC
financing statement records at OH00121484999, and (b) on November 26, 2007 with the Recorder at Instrument No. 200700000102
and 200700007712.

E. In connection with the Mortgage Loan, Borrower and the Secretary entered into a certain Regulatory
Agreement dated as of November 27, 2007, (the "Regulatory Agreement"), which Regulatory Agreement was recorded on
November 26, 2007, with the Recorder at Vol. 1666, Pg. 31.

F. The Note, Mortgage, Security Agreement, UCC Financing Statements, Regulatory Agreement, and all other
documents executed by Borrower in connection with the Mortgage Loan are hereinafter referred to as the "Loan Documents."
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G. Pursuant to a Modification of Mortgage Note executed by Borrower and Lender and approved by the
Secretary, as of even date herewith (the "Modification of Note"), and as provided herein, the parties have agreed to modify the terms
of the Note (i) to reduce the rate of interest therein provided from 5.95% per annum to 4.16% per annum, effective as of November 1,
2014; (ii) as a result of such reduction in interest rate, to revise the amount of the monthly installments of interest and principal
payable on and after December 1, 2014, so as to reamortize in full the Mortgage Loan over the remaining term thereof; and (iii) to
modify the prepayment provisions of the Mortgage Loan.

H. Borrower and Lender now desire to amend the Mortgage, the Regulatory Agreement, and other Loan
Documents to conform the terms thereof to the Note, as amended by the Modification of Note, and to amend the Loan Documents in
certain other respects as hereinafter described.

Statement of Agreement.

NOW, THEREFORE, for and in consideration of the foregoing premises and other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged by each of the parties hereto, and in further consideration of the
agreements, covenants and stipulations hereinafter set forth, the parties for themselves and for their respective successors and assigns,
do hereby agree and covenant as follows:

1. Recitals; Capitalized Terms.     The foregoing     recitals    are hereby
incorporated by reference as if fully set forth herein.

2. Amendments to Mortgage, Security Agreement, Regulatory Agreement and Other Loan Documents.

(A) All references to the rate of interest of the Mortgage Loan, Note, and/or Mortgage which are
contained in the Mortgage, Security Agreement, Regulatory Agreement, or any other Loan Document are changed from Five and
95/100ths per centum (5.95%) per annum to: Five and 95/100ths per centum (5.95%) per annum through and including October 31,
2014, and Four and 16/100ths per centum (4.16%) per annum from and after November 1, 2014.

(B) The Mortgage, Security Agreement, Regulatory Agreement, and other Loan Documents are each
hereby amended so that (a) all references to the "Note" or "note" contained in any of said documents shall be deemed to refer to the
Note as modified by the Modification of Note, (b) any reference to the "Mortgage" or "mortgage" contained in any of said documents
shall be deemed to refer to the Mortgage, as modified by this Agreement, (c) all references to the "Security Agreement" or "security
agreement" contained in any of said documents shall be deemed to refer to the Security Agreement as modified by this Agreement,
and (d) all references to the "Regulatory Agreement" or "regulatory agreement" contained in any of said documents shall be deemed
to refer to the Regulatory Agreement as modified by this Agreement.

3.    Non-Waiver.
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Nothing in this Agreement shall waive, compromise, impair or prejudice any right the Secretary or Lender may have to
seek judicial recourse for any breach of the Regulatory Agreement that may have occurred prior to or that may occur subsequent to
the date of this Agreement. Inthe event that the Secretary or Lender initiates an action for breach of the Regulatory Agreement and
recovers funds, either on behalf of the Secretary or Lender, or on behalf of the Project or Borrower, those funds may be applied, at the
discretion of the Secretary, to the payment of the delinquent amount due under the Mortgage or as a partial prepayment of the
Mortgage Loan.

4.    Other Provisions.

(A ) Nothing herein contained shall in any manner impair the Note or the security now held for said
indebtedness; nor alter, waive, annul, vary, or affect any provision, condition, or covenant of the Note, Mortgage, or Regulatory
Agreement, except as specifically modified and amended herein and in the Modification of Note; nor affect or impair any rights,
powers, or remedies under the Note, Mortgage, or other Loan Documents, as amended by this Agreement and the Modification of
Note, nor create a novation or new agreement by and between the parties thereto, it being the intent of the parties hereto that the terms
and provisions of the Note, Mortgage, and other Loan Documents, as amended by this Agreement and the Modification of Note, are
expressly approved, ratified, and confirmed, and shall continue and remain in full force and effect except as modified hereby and by
the Modification of Note, and that the lien of the Mortgage and the Regulatory Agreement and the priority thereof shall be unchanged.

(B) Borrower hereby acknowledges and affirms to Lender that as of the effective date of this Agreement,
Borrower has no claims against Lender arising out of or related to the Mortgage, the Note, the Security Agreement, or the other Loan
Documents.

(C) Notwithstanding anything herein contained, if any one or more of the provisions of this Agreement shall
for any reason whatsoever be held to be illegal, invalid, or unenforceable in any respect, such illegality, invalidity, or unenforceability
shall not affect any other provision of this Agreement, but this Agreement shall be construed as if such illegal, invalid, or
unenforceable provision had never been contained herein.

(D) The Mortgage, the Security Agreement, Regulatory Agreement and other Loan Documents, as amended
by this Agreement, may not be further modified except by an instrument in writing executed by each of the parties hereto.

(E) This Agreement shall be binding upon and shall inure to the benefit of the parties hereto, and their
respective successors and assigns.

(F ) Borrower and Lender acknowledge and agree that the terms of this Agreement are subject to and
contingent upon the approval thereof by the Secretary, which approval shall be evidenced by the written consent of the Secretary
affixed to this Agreement below, and further acknowledge and agree that the terms of this Agreement shall not be deemed effective
unless and until the Secretary executes the consent as aforesaid.
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(G) This Agreement may be executed in any number of counterparts and all counterparts shall be construed
together and shall constitute but one agreement.

IN WITNESS WHEREOF, Borrower, Lender and the Secretary have caused this Agreement to be executed as of
the date first set forth above.

[Remainder of page intentionally left blank. Counterpart signature pages follow.]
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COUNTERPART SIGNATURE PAGE TO MODIFICATION AGREEMENT

BORROWER:

THE PAVILION CARE CENTER, LLC,
an Ohio limited liability company

                    

 

  

By /s/ David Rubenstein
 David Rubenstein, Manager
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COUNTERPART SIGNATURE PAGE TO MODIFICATION AGREEMENT

LENDER:

RED MORTGAGE CAPITAL, LLC,
a Delaware limited liability company,
successor by merger to Red Mortgage Capital, Inc.,
an Ohio corporation

                    

  

By /s/ Jeffrey N. Leeth
 Jeffrey N. Leeth, Director
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COUNTERPART SIGNATURE PAGE TO MODIFICATION AGREEMENT

THE PAVILION
FHA Project No. 043-22028

MODIFICATION APPROVED AND ACCEPTED BY:

Secretary of Housing and Urban Development, acting by and through the Federal
Housing Commissioner

                    

  

By: /s/ Carol S. Jun
Title: Authorized Agent
 Office of Residential Care Facilities

ACKNOWLEDGMENT

DISTRICT OF COLUMBIA

On this 30th day of October, 2014, before me, a notary public in and for the jurisdiction aforesaid, personally appeared CarolS.
Jun, who acknowledged that she is the Authorized Agent of the Secretary of U.S. Department of Housing and Urban
Development, acting by and through the Federal Housing Commissioner, and a Supervisory Account Executive in the Office of
Residential Care Facilities, U.S. Department of Housing and Urban Development, and that she, being authorized so to do by virtue
of such office, executed the foregoing instrument on behalf of the Federal Housing Commissioner, acting for the Secretary of the
U.S. Department of Housing and Urban Development.

This instrument was prepared by and should be returned upon recording to:

Mathew J. Porter, Esq.
Vorys, Sater, Seymour and Pease LLP 1909 K Street NW, Suite 900
Washington, DC 20006
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EXHIBIT A
Legal Description

(2 pages)

            

3.282 ACRE & O.578 ACRE TRACTS
LOCATED WEST OF FULTON STREET, SOUTH OF FIELDING ROAD
CITY OF SIDNEY, COUNTY OF SHELBY, OHIO

Situated in the State of Ohio, County of Shelby, City of Sidney, being a part or Miami River Survey, Township 1, Range 13, Sections 10 & 4, said
3.282 & 0.578 acre tracts of land conveyed to UVMC NURSING CARE, INC., as shown in Deed Volume 352, Page 152, Recorder's Office, Shelby
County, Ohio, said tracts being more particularly described as follows:

TRACT I - 0.578 ACRES
Beginning for reference at a 4"x3" rectangular monument stone found at the corner of Sections 10, 4, 3 and 9; said stone delineated upon a PLAT OF
SURVEY by Thomas L. Sheldon, P.S. as shown in Volume 5, Page 104, thence along the easterly line of Section l0 and the westerly line of a 1,700 acre
tract conveyed to WENDY E. MITCHELL as shown in Deed Volume 991, Page 53; North 05°00'00" East, a distance of 504.77 feet a 4" diameter, 4 feet
in height wooden fence post found marking the TRUE POINT OF BEGINNING of the herein described 0.578 acre tract of land;

Thence and continuing with said aforementioned Section line North 05°00'00" East, passing a drill hole set a 87.89 feet, a total distance of 184.06
(184.20 by deed) feet to an iron pin set at the southwest corner of a tract of land conveyed to ELMER C. & KIMBERLY B. KIES as shown in Deed
Volume 383, Page 169:

Thence and along the boundary lines of said 0.578 acre and said KIES tract the following three (3) courses:

1) North 89°25'29" East, a distance of 82.06 (80.50 by deed) feet to an iron pipe found;

2) North 06°26'09" East, a distance of 19.49 (20.00 by deed) feet to an iron pipe found;

3) South 86°09'41" East, a distance of 62.53 (63.00 by deed) feet to an iron pipe found marking the
southeast corner of a 0.240 acre tract conveyed to GARY CAVINDER as shown in Deed Volume 270, Page 550, said pipe being in the westerly
line of the CLIFFORD T & HENERY A SHIE subdivision of record as shown in Plat Book 3, Page 166;

Thence along the westerly line of said SHIE subdivision and the easterly line of 0.578 acre tract South
04°54'58" West. a distance of 163.52 (159.00 by deed) feet to a 4" diameter, 4 feet in height wooden
fence post found marking the northeast corner of said 1,700 acre tract;

Thence along the northerly line of said 1,700 acre tract South 76°13'36" West, a distance of 153.07
(155.76 by deed) feet to the TRUE POINT OF BEGINNING, containing 0.578 acres, more or less.
Subject to all easements, agreements and right of ways of record.

TRACT II - 3,282 ACRES
Beginning at a 4"x3" rectangular monument stone found at the corner of Sections 10, 4, 3 and 9, said
stone delineated upon a PLAT OF SURVEY by Thomas L. Sheldon, P.S. as shown in Volume 5, Page
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EXHIBIT "A" (continued)
Tracts I & II
Page 2

104, said stone also marking the TRUE POINT OF BEGINNING of the herein described 3.282 acre
tract of land;

    
Thence along the southerly line of Section 10 North 84°41'20" West, a distance of 234.12 (233.60 by
deed/plat) feet to an iron pin set in the easterly line of Lot 3330 of the PETER WAGNER'S ADDITION, a
subdivision of record as shown in Plat Book 2, Page 88;    ·
Thence along the easterly line of said ADDITION North 02°58'55'' East, a distance of 577.66 (578.45 by deed/plat) feet to an iron pipe found at the
southwest comer of a 1,053 acre tract conveyed to VIOLET J. HELMAN as shown in Deed Volume 237, Page 322 and the northwest corner of said 3.282 acre
tract, said pipe being in the easterly line of Lot 38 of aforementioned ADDITION;

Thence along the southerly line of said 1,053 acre tract and the northerly line of said 3.282.acre tract South 88°10'08" East, passing an iron pipe found at
158.69 feet, a total distance of 254.85 (254.75 by deed/plat) feet to a drill hole in concrete set marking the southeast comer of a 0.624 acre tract conveyed to
KENT M. & MARCELLA N. HUFFMAN as shown in Deed Volume 334, Page 41, said drill hole being in the westerly line of Section 10 and said 3.282 acre
tract;

Thence along the easterly line of Section 10 and the westerly line of a 1,700 acre tract conveyed to
WENDY E. MITCHELL as shown in Deed Volume 991, Page 53, South 05°00'00"·West, a distance of
592.66 (593.00 by deed/plat) feet to TRUE POINT OF BEGINNING, containing 3.282 acres, more or
less. Subject to all easements, agreements and right of ways of record.

Both descriptions were prepared by LJB Incorporated and are based on official county records of the
Shelby County Recorder's Office and actual field survey of the premises in September 2001.

The basis of bearings for the descriptions was the establishment of the easterly line of Section 10 by field evidence and cited as North 5°00'00" East, in Deed
Volume 237, Page 323, Deed Volume 256, Page 258 and Deed Volume 334, Page 41, Recorder's Office, Shelby County, Ohio

All iron pins set in the above boundary descriptions 5/8" (O.D.) 30" long with a plastic cap stamp (LJB).

A drawing of this description is attached hereto and made part thereof.
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EXHIBIT 10.363

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among WOODLAND HILLS HC PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime
Landlord”), WOODLAND HILLS HC NURSING, LLC, a Georgia limited liability company (“Landlord”) and HIGHLANDS
OF LITTLE ROCK RILEY, LLC , a Delaware limited liability company (“Tenant”), for the improved real property described on
Exhibit “A-1” (the “Facility”), and the “Landlord Personal Property” associated therewith described on Exhibit “A-2” (the
Landlord Personal Property together with the Facility, being collectively the “Premises”), which are used as a licensed healthcare
facility of the type described on Schedule 1 (the “Business”). Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of April 1, 2012 (the “Prime
Lease”), pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

726708
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A “Lease Year”
is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during each year of the Term.
Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the “Initial Term” commences on
March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full calendar month thereafter. The Term
may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal Term”) if: (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term, Tenant delivers to Landlord a “Renewal Notice” indicating that Tenant desires to
exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (as defined in Section 13
below) (i) as of the date Landlord receives the Renewal Notice (the “Exercise Date”), or (ii) on the last day of the Initial Term; and (c)
all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising the renewal options for all Related Leases.
For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended
automatically to the last day of the Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or in
part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to this Lease.

2. Tenant’s Conditions Precedent. The duties and obligations of Tenant pursuant to the terms of this Lease are
and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by Tenant in
writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;
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(c) Approval of this Lease by the Facility Mortgagee;

(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement in
form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I attached
hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to Sixty
Thousand and 00/100 Dollars ($60,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent” shall be equal
to one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).

4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid by Tenant. Except as expressly
set forth herein and in the Transfer Agreement, (i) Tenant
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shall continue to perform its obligations under this Lease even if Tenant claims it has been damaged by Landlord, (ii) Tenant shall at all
times remain obligated under this Lease without any right of set-off, counterclaim, abatement, deduction, reduction or defense of any
kind (except as set forth in Sections 18 and 19 below) and (iii) Tenant’s sole right to recover damages against Landlord under this
Lease shall be to prove such damages in a separate action. Pursuant to the Transfer Agreement, and notwithstanding anything herein to
the contrary, Landlord and Tenant acknowledge and agree that Tenant may offset any recoupment of Medicare, Medicaid, or any other
Losses (as that term is defined in the Transfer Agreement) against Rent; provided, that Tenant shall promptly notify Landlord of the
offset and the reason therefor. Notwithstanding anything herein to the contrary, Landlord and Tenant hereby acknowledge and agree
that Tenant’s obligations hereunder shall be conditioned upon the Prime Lease continuing to be in full force and effect for the Term of
this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord
shall assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and provide Tenant with a copy of same. Tenant agrees that it will not assign
or encumber or
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attempt to assign or encumber the Security Deposit. Landlord, its successors and assigns shall return the Security Deposit (within ten
(10) business days following the Termination Date) to the last tenant in possession of the Premises at the last address for which Notice
is to be given by such tenant and Landlord thereafter shall be relieved of any liability therefor, regardless of one or more assignments of
this Lease or any such actual or attempted assignment or encumbrances of the Security Deposit.
 

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior to the
Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be promptly
paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section 9.1), by appropriate proceedings sufficient to prevent its collection or other realization and
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the sale, forfeiture or loss of any portion of the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable
security to assure the foregoing). Tenant shall diligently prosecute any such Protest at its sole cost and expense and pay such Taxes,
Other Charges or Lien. Landlord and Prime Landlord shall cooperate fully in any Protest that involves an amount assessed against it.

2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be primary and provide that any insurance with respect to any portion of the Premises
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maintained by Landlord is excess and noncontributing with Tenant’s insurance. The property policy(ies) shall also name the Landlord,
Prime Landlord and Facility Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any
insurance carrier, or either of them, may have by reason of any provision in any policy issued to them, provided such waiver does not
thereby invalidate such policy. Original policies or satisfactory insurer certificates evidencing the existence of the insurance required by
this Lease and showing the interest of Landlord and Facility Mortgagee shall be provided to Landlord prior to the commencement of
the Term or, for a renewal policy, not less than ten (10) days prior to the expiration date of the insurance policy being renewed. If
Landlord is provided with a certificate, it may demand that Tenant provide a complete copy of the related policy within ten (10) days
of policy issuance. Tenant shall be permitted to keep all insurance required hereunder under blanket policies covering the Premises and
other facilities owned or operated by Tenant or its Affiliates. During the Term, Tenant shall maintain the following insurance and any
claims thereunder shall be adjudicated by and at the expense of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under standard “all
risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the amount of
coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm, explosion, smoke
damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks normally covered
under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the Facility and all
Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning and building
codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if the Facility
contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed amount
endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-insurance
penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other pressure vessels,
high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the Facility, in an amount
equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure against physical damage to
and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental value for
a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including either an
agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other insured
thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products liability
and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility, affording
the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such requirements
with the Facility Mortgagee), but in no event greater than
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$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as additional insured;

(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee
(and Landlord agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as an additional insured. If such coverage is
purchased on a claims made basis, Tenant must show proof of the ability to purchase tail coverage to last through the statute of
limitations, upon the Termination Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for injuries
sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent with all
applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Business conducted thereon and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements,
including timely filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that
the Facility continues to be certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is
returned to Landlord, all without any suspension, revocation, decertification or other material limitation. Further, Tenant shall not
commit any
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act or omission that would in any material way violate any certificate of occupancy affecting the Facility, result in closure of the
Business conducted at the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if applicable),
bed rights or other similar certificate or license. All inspection fees, costs and charges associated with a change of such licensure or
certification shall be borne solely by Landlord. Notwithstanding the foregoing or any other language to the contrary in this Lease, the
parties understand and agree that certain deficiencies or situations of non-compliance with various regulatory requirements are likely to
occur from time to time in the normal course of business. Such occurrences will not constitute a breach or default by Tenant under this
Lease provided that: (i) Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or situations of non-
compliance and effectuates such cure to the extent the same can be practicably accomplished; (ii) the occurrences do not otherwise
result in the loss of Tenant’s ability to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with respect to the
non-payment of Rent.
 

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.

(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii)
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keep and maintain all Landlord and Tenant Personal Property in good condition, ordinary wear and tear excepted, and repair and
replace such property consistent with prudent industry practice as required under this Lease.

(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.

(c) Landlord Investment.

i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or enforcement of existing regulations (including any life safety, fire code or other laws
or regulations) which necessitates repairs, renovations or other improvements to the Facility (each a “Required Improvement”
and collectively, the “Required Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum
of $50,000.00 in any Lease Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord
shall pay the amount exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay
the Annual Yield on the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.
   

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(d) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such Licensing Survey Deficiency (and
Tenant shall have no obligation to pay the Annual Yield on such amount).

(e) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).
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(f) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects (each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall
obtain Landlord’s prior written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s
sole discretion. As a condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to
Landlord a written request describing in detail the Capital Improvement Project(s) for which funding is sought and such information
concerning the details, plans, specifications, scope, cost and payment of such Capital Improvement Projects as required by Landlord
including, without limitation, such lien waivers and releases from all parties furnishing materials and/or services for the Capital
Improvement Projects and such other documents as Facility Mortgagee may require. Upon approval of the specified Capital
Improvement Project by Landlord in its sole discretion and the completion and documentation of any such Capital Improvement
Project by Tenant, monthly Rent shall increase in accordance with the terms and conditions of Section 3.3 above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan, remedy any such problem to the satisfaction of Landlord and all applicable
governmental authorities, in accordance with all Hazardous Materials Laws and good business practices. During the Term, Tenant
shall immediately advise Landlord in writing of: (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b)
any Hazardous Materials Claims against Tenant or any portion of the Premises; (c) any remedial action taken by Tenant in response to
any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any
Hazardous Materials Laws; (d) Tenant’s discovery of any occurrence or condition on or in the vicinity of any portion of the Premises
that materially increase the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to
or from Tenant, any governmental authority or any
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other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any portion of the Premises,
including copies thereof. Landlord shall have the right, and except for any items noted on Exhibit “D” at Tenant’s sole cost and
expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and with counsel chosen by Landlord, to join
and participate in, as a party if it so elects, any legal proceedings or actions initiated in connection with any Hazardous Materials
Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there are not pending claims or causes of action
arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii) to Landlord’s knowledge, no
Environmental Activities in violation of any Hazardous Materials Laws have occurred prior to the Commencement Date which have
not been remedied in full. Notwithstanding anything to the contrary contained herein, in no event shall Tenant be responsible for
conditions of the Premises in existence prior to the Commencement Date, and, if required by law, Landlord hereby agrees to remedy
any such actual or suspected problem through the removal of Hazardous Materials at Landlord’s sole cost and expense.

10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime Landlord’s waiver of any statutory landlord’s
lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the
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Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such reports as are delivered
pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc., be subject to any
particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other information from
Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and information within ten (10)
days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to
perform this Lease within the state where the Facility is located; and (c) neither this Lease nor any other document executed or to be
executed in connection herewith violates the terms of any other agreement of such party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The
occurrence of any of the following events will constitute an “Event of Default” on the part of Tenant, and there shall be no cure period
therefor except as otherwise expressly provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer of all or any portion of any
certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;
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(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;

(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;

(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit
in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5) business days of such
appointment Tenant does not inform Landlord in writing that it intends to cause such appointment to be discharged or such discharge is
not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by Tenant of a
voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s
relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within five (5) business days of
such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and
such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.

14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including
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the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant under this
Lease which survive the termination of the Term; (b) enter upon any portion of the Premises, terminate this Lease, dispossess Tenant
from the Premises through appropriate legal procedures and/or collect money damages by reason of Tenant’s breach including the
acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant under this Lease
which survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money damages as the same
come due; and (d) (after repossession of the Premises pursuant to clause (b) above and whether or not this Lease has been terminated)
relet any portion of the Premises to such tenant(s), for such term(s) (which may be greater or less than the remaining balance of the
Term), rent, conditions (which may include concessions or free rent) and uses as it may determine in its sole discretion and collect and
receive any rents payable by reason of such reletting.

2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and Tenant’s
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing signed
by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord’s written
demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection
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survey for the transfer of operation of any portion of the Facility to Landlord or its designee, and (c) all patient charts and resident
records along with appropriate resident consents if necessary and copies of all of its books and records relating to the Business and the
Premises. Accordingly, except as required to secure accounts receivable financing with respect to the Facility, Tenant shall not at any
time during or after the Term seek to transfer, surrender, allow to lapse, or grant any security interest or any other interest in and to the
licenses, permits or certifications relating to the Business or the Premises (except as may be required in connection with any Tenant
Financing) nor shall Tenant commit or omit any act that would jeopardize the Business or any licensure or certification of the Facility.
Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining all necessary licenses and certifications for
Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer of the Business, Facility licenses, and
Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to Landlord or its designee. Subject to
all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all rights to operate the Facility to Landlord or its
designee, including all required licenses and permits and all rights to apply for or otherwise obtain them, and all other nonproprietary
Tenant Intangible Property relating to any portion of the Premises. Notwithstanding the foregoing or any other language to the contrary
in this Lease, Tenant shall not be obligated to assign (i) any national service contracts or other national vendor arrangements that apply
to facilities other than the Facility, (ii) any proprietary or licensed software, computer programs or hardware, discs and/or similar
technology personal to Tenant, (iii) Tenant’s employee pagers, manuals, training materials, policies, procedures and materials relating
to the Facility, (iv) Tenant’s marketing studies, analysis and similar materials related to Tenant’s business conducted at the Premises
and the market and potential market therefor, or (v) any proprietary marks, trade names or other intellectual property of Tenant and/or
its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any
Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or
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its designee, manage and operate the Business on a triple net basis, and shall be entitled to all revenues of the Business during such
period, and to use any and all licenses, certifications or provider agreements issued to Tenant by any federal, state or other
governmental authority for operation of the Business, if permitted by any such governmental authority, at no additional cost or liability
to Tenant; provided that Landlord hereby agrees to indemnify and hold harmless Tenant against any losses, claims or damages
resulting from Landlord’s or its designees use of Tenant’s license or provider agreements during such period. Tenant shall not commit
any act or be remiss in the undertaking of any act that would jeopardize any licensure or certification of the Facility, and Tenant shall
comply with all requests for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid certifications and
possession of the Premises at the time of any such surrender. If Landlord or its designee exercises the right described above in this
Section, the provisions of this Section shall be self-operative and shall constitute a management agreement between Tenant, on the one
hand, and Landlord or its designee, on the other hand, on the terms set forth above; provided, however, that upon the request of
Landlord or its designee, the parties shall negotiate and enter into a separate management agreement on the terms set forth herein and to
the extent on such other terms and provisions as may be reasonably agreed to by Landlord or its designee and Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional charges
accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein shall
constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall anything
contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.

1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents,
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regardless as to whether the disclosure is inadvertent or otherwise, discovers any PHI, Landlord agrees to take reasonable steps to
maintain and to require its Agents to maintain, the privacy and confidentiality of such PHI. The parties agree that the foregoing does
not create, and is not intended to create, a “business associate” relationship between the parties as that term is defined by the Privacy
Standards. “Protected health information” or “PHI” shall have the meaning defined by the Standards for Privacy of Individually
Identifiable Health Information, 45 C.F.R. Part 160 and Subparts A and E of Part 164 (the “ Privacy Standards”), as promulgated by
the Department of Health and Human Services (“HHS”) pursuant to HIPAA. As used in this Lease, “Agents” means such party’s
agents, contractors, subcontractors, directors, officers and employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder shall not be
disturbed if any such Person takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord under the
Prime Lease, Tenant shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize
such successor as Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility Mortgagee
and Landlord executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment agreement.
Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent, which shall
not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section 16.2 or
elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts receivable
financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility Mortgagee in form
and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.
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17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant’s
assets in lieu thereof shall be deemed an assignment or other transfer of this Lease. Notwithstanding the foregoing, Tenant may,
without Landlord’s prior written consent, assign this Lease or sublet the Premises or any portion thereof to an Affiliate of Tenant if all
of the following are first satisfied: (w) such Affiliate fully assumes Tenant’s obligations hereunder; (x) Tenant remains fully liable
hereunder; (y) the use of the applicable portion of the Premises remains unchanged; and (z) Landlord in its reasonable discretion shall
have approved the form and content of all documents for such assignment or sublease and received an executed counterpart thereof.
For the absence of doubt, Tenant shall be permitted to enter into a management agreement with an Affiliate of Tenant without
obtaining Landlord’s consent thereto.

18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Tenant. Except as expressly provided
in the last sentence of this Section 18, Tenant shall not have any right under this Lease, and hereby waives all rights under applicable
law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured Casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to reimburse Tenant and Landlord
does not agree to reimburse Tenant up to the amount of such insurance proceeds in the event of a Casualty that renders the Facility
unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease and remove the Facility from the Portfolio. Upon
the removal of the Facility from the Portfolio, this Lease shall be of no further force or affect, except for any obligations or liability of
any party hereunder that accrued on or prior to the date of the Casualty. In the event of a Casualty that does not render the Facility
unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same condition as existed immediately before the
partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be reduced on a pro rata basis based upon the
number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility resulting from
such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby
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waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking. If during the Term all or substantially all
(a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or condemned by any competent public or
quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty (30) days of the
effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio effective as of the effective date of such
termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair Market
Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a Partial Taking
shall be as established pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and retain any award for a taking or
condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its own claim in the event of any
such taking or condemnation with respect to the value of Tenant’s leasehold interest in any portion of the Premises and/or the
relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or substantially all of the
Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent due under this Lease
shall be not be abated during the period of such temporary taking.

20. Indemnification.

1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental Activities on any portion of the Premises by Tenant, Hazardous Materials
Claims caused by Tenant or violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises (which
occurred on or after the Commencement Date), and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical matter identified by and any liability assessed or asserted by, any governmental agency or Medicare or Medicaid providers as
a result of or arising out or in connection with this Lease or the related change in ownership inspection and audit (including any
overpayment to any Medicare, Medicaid or other third party payor). Tenant, at its expense, shall contest, resist and defend any such
claim, action or proceeding asserted or instituted against Landlord or any Landlord Indemnified Parties with counsel acceptable to
Landlord and shall not, under any circumstances, compromise or otherwise dispose of any suit, action or proceeding without obtaining
Landlord’s written consent. Landlord, at its election and sole cost and expense, shall have the right, but not the obligation, to participate
in the defense of any claim for which Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act
promptly and completely to satisfy its obligations hereunder, Landlord may resist and defend any such claims or causes of action
against Landlord or any Landlord Indemnified Party at Tenant’s sole cost.
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2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs, or otherwise; (iii)
for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY PORTION OF THE PREMISES,
OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY
REMEDY.

22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or
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the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a party
shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set forth in
Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either telephonically
or via e-mail to the following addresses:

If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.

(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain obligations on the “borrower” or other counterparty thereunder to comply with or cause
the operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility. Accordingly, and notwithstanding anything contained in this Lease to the
contrary, Tenant agrees to comply with those certain Facility Mortgage Document covenants as more specifically set forth on Exhibit
“H” attached hereto and made a part hereof, for so long as any Facility Mortgage encumbers the Premises or any portion thereof or
interest therein. Tenant agrees that the requirements, expressly including, without limitation, insurance, affirmative financial, occupancy
or other performance requirements or covenants, set forth on Exhibit “H” shall prevail to the extent of any conflict with any other
express term of this Lease. If Landlord enters into any new Facility Mortgage that would result in a change to the requirements on
Exhibit “H” or that would otherwise conflict with the terms and provisions of this Lease, the parties agree to cooperate to amend this
Lease to so reflect such new requirements, provided that Landlord and Tenant shall not agree to any changes that would materially or
adversely impact Tenant’s operation of the Facility pursuant to the terms of this Lease, including with respect to Tenant’s insurance or
other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.
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25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant as such obligations
arise and if Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the
Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless
continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the
delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or
federal holiday, then such period or date shall be extended until the immediately following business day. Whenever the words
“including”, “include” or “includes” are used in this Lease, they shall be interpreted in a non-exclusive manner as though the words
“without limitation” immediately followed. Whenever the words day or days are used in this Lease, they shall mean “calendar day” or
“calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of reference only
and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to any
“Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached
hereto or to “Medicare” or “Medicaid” include any successor program. If more than one Person is Tenant hereunder, their liability and
obligations hereunder shall be joint and several. Promptly upon the request of either party and at its expense, the parties shall prepare,
enter into and record a suitable short form memorandum of this Lease. This Lease (a) contains the entire agreement of the parties
(together with the Transfer Agreement) as to the subject matter hereof and supersedes all prior or contemporaneous verbal or written
agreements or understandings, (b) may be executed in several counterparts, each of which shall be deemed an original, but all of which
shall constitute one and the same document, (c) may only be amended by a writing executed by the parties, (d) shall inure to the benefit
of and be binding upon the successors and permitted assigns of the parties, (e) shall be governed by and construed and enforced in
accordance with the internal laws of the State of Arkansas, and (f) incorporates by this reference any Exhibits and Schedules attached
hereto.

26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.
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27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.

28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

WOODLAND HILLS HC PROPERTY HOLDINGS, LLC, a Georgia limited
liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

LANDLORD:

WOODLAND HILLS HC NURSING, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

TENANT:

HIGHLANDS OF LITTLE ROCK RILEY, LLC, a Delaware limited liability
company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 8701 Riley Drive, Little Rock, Arkansas 72205

Tract C-l-R, Riley's Replat of Tract C, Kellwood Subdivision, in the City of Little Rock, Pulaski County, Arkansas as shown on plat
recorded as Plat No. 13-068, and the South one half of a strip of land formerly platted as Riley Drive, that is abutting and contiguous to
Tract C-l-R, Riley's Replat of Tract C, Kellwood, which was closed by Ordinance No. 16,354, a certified copy filed for record
February 11, 1993 and recorded as Instrument No. 93-08724, records of Pulaski County, Arkansas. LESS AND EXCEPT: Part of
Tract C-l-R, Riley's Replat of Tract C, Kellwood Subdivision, in the City of Little Rock. Pulaski County, Arkansas, more particularly
described as follows: Commencing at a found iron pin for the Southwest corner of said Tract C-l-R for the point of beginning; thence
North 0 degrees 17 minutes 06 seconds West, 303.41 feet to a set iron pin; thence North 88 degrees 55 minutes 59 seconds East,
656.12 feet to a set iron pin; thence South 0 degrees 18 minutes 35 seconds East, 319.52 feet to found iron pin; thence North 89
degrees 39 minutes 39 seconds West, 656.23 feel to the point of beginning.

TOGETHER WITH a non-exclusive easement for ingress and egress over that portion of Riley Drive which was closed by Ordinance
No. 16,354, a certified copy filed for record February 11, 1993 and recorded as Instrument No. 93-08724, records of Pulaski County.
Arkansas.

AND TOGETHER WITH a non-exclusive easement for ingress and egress created in Instruments No. 93-27038 and re-recorded in
93-28544 and described as: Commencing at the Southwest corner of Tract C-l-R, thence North 0 degrees 17 minutes 06 seconds West,
303.41 feet; thence North 88 degrees 55 minutes 59 seconds East, 656.12 feet; thence North 0 degrees 18 minutes 35 seconds West,
86.02 feet to the point of beginning of said road easement; thence North 0 degrees 18 minutes 35 seconds West, 135.0 feet; thence
South 30 degrees 43 minutes 21 seconds East, 30.0 feet; thence South 7 degrees 37 minutes West, 110.18 feet to the point of
beginning.
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or
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substances that are listed in the United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended
from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS

Exhibit C
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250
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West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com]) Thirty (30) days after the end of each calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com)
Thirty-Five (35) days after the end of each of the first
three quarters of the fiscal year of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of
Tenant audited by a reputable certified public accounting firm (via e-mail to financials@nhp-
reit.com)

Seventy-Five (75) days after the fiscal year end of
Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection
and other reports received by Tenant as to any portion of the Premises and any portion of the
Business, including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute
or regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the
Premises, the operation of any portion of the Business or the ability to admit residents or
patients; or
(3)any violation of any other permit, approval or certification in connection with any
portion of the Premises or any portion of the Business, by any federal, state or local
authority, including Medicare or Medicaid. Two (2) business days after  receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:
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a. that it is the owner of the Property;

b. that the Prime Lease is unmodified and is in full force and effect; and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or
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canceled except by an agreement in writing executed by the party against whom enforcement of such modification, change,
waiver or cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the other provisions hereof or the application thereof to any other
person and the same shall remain in full force and effect.

9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]
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EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description

Exhibit I
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF
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EXHIBIT 10.364

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among LITTLE ROCK HC&R PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime
Landlord”), LITTLE ROCK HC&R NURSING, LLC, a Georgia limited liability company (“Landlord”) and HIGHLANDS OF
LITTLE ROCK WEST MARKHAM, LLC, a Delaware limited liability company (“Tenant”), for the improved real property
described on Exhibit “A-1” (the “Facility”), and the “Landlord Personal Property” associated therewith described on Exhibit “A-
2” (the Landlord Personal Property together with the Facility, being collectively the “Premises”), which are used as a licensed
healthcare facility of the type described on Schedule 1 (the “Business”). Certain capitalized terms used in this Lease are defined on
Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of April 1, 2012 (the “Prime
Lease”), pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

726706
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A “Lease Year”
is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during each year of the Term.
Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the “Initial Term” commences on
March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full calendar month thereafter. The Term
may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal Term”) if: (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term, Tenant delivers to Landlord a “Renewal Notice” indicating that Tenant desires to
exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (as defined in Section 13
below) (i) as of the date Landlord receives the Renewal Notice (the “Exercise Date”), or (ii) on the last day of the Initial Term; and (c)
all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising the renewal options for all Related Leases.
For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended
automatically to the last day of the Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or in
part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to this Lease.

2. Tenant’s Conditions Precedent. The duties and obligations of Tenant pursuant to the terms of this Lease are
and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by Tenant in
writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee;
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(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement in
form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I attached
hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to One
Hundred Fifty Thousand and 00/100 Dollars ($150,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent”
shall be equal to one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).

4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid by Tenant. Except as expressly
set forth herein and in the Transfer Agreement, (i) Tenant shall continue to perform its obligations under this Lease even if Tenant
claims it has been damaged by Landlord, (ii) Tenant shall at all times remain obligated under this Lease without any right of set-off,
counterclaim, abatement, deduction, reduction or defense of any kind (except as set forth in Sections 18 and 19 below) and (iii)
Tenant’s
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sole right to recover damages against Landlord under this Lease shall be to prove such damages in a separate action. Pursuant to the
Transfer Agreement, and notwithstanding anything herein to the contrary, Landlord and Tenant acknowledge and agree that Tenant
may offset any recoupment of Medicare, Medicaid, or any other Losses (as that term is defined in the Transfer Agreement) against
Rent; provided, that Tenant shall promptly notify Landlord of the offset and the reason therefor. Notwithstanding anything herein to
the contrary, Landlord and Tenant hereby acknowledge and agree that Tenant’s obligations hereunder shall be conditioned upon the
Prime Lease continuing to be in full force and effect for the Term of this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord
shall assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and provide Tenant with a copy of same. Tenant agrees that it will not assign
or encumber or attempt to assign or encumber the Security Deposit. Landlord, its successors and assigns shall return the Security
Deposit (within ten (10) business days following the Termination Date) to the last tenant in possession of the Premises at the last
address for which Notice is to be given by such tenant and Landlord thereafter shall be relieved of any liability therefor, regardless of
one or more
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assignments of this Lease or any such actual or attempted assignment or encumbrances of the Security Deposit.

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior to the
Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be promptly
paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section 9.1), by appropriate proceedings sufficient to prevent its collection or other realization and the sale, forfeiture or loss of any
portion of the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable security to assure the foregoing).
Tenant shall diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Landlord
and Prime Landlord shall cooperate fully in any Protest that involves an amount assessed against it.
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2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be primary and provide that any insurance with respect to any portion of the Premises maintained by Landlord is
excess and noncontributing with Tenant’s insurance. The property policy(ies) shall also name the Landlord, Prime Landlord and
Facility Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any insurance carrier, or
either of them, may have by reason of any provision in any policy issued to them, provided such waiver does not thereby invalidate
such policy. Original policies or satisfactory insurer certificates evidencing the existence of the insurance required by this Lease and
showing the interest of Landlord and Facility Mortgagee shall be provided to Landlord prior to the commencement of the Term or, for
a renewal policy, not less than ten (10) days prior to the expiration date of the insurance
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policy being renewed. If Landlord is provided with a certificate, it may demand that Tenant provide a complete copy of the related
policy within ten (10) days of policy issuance. Tenant shall be permitted to keep all insurance required hereunder under blanket
policies covering the Premises and other facilities owned or operated by Tenant or its Affiliates. During the Term, Tenant shall
maintain the following insurance and any claims thereunder shall be adjudicated by and at the expense of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard “all risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such
requirements with the Facility Mortgagee), but in no event greater than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate,
naming Landlord as additional insured;

(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee
(and Landlord agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as an additional insured. If such coverage is
purchased on a claims made basis, Tenant must
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show proof of the ability to purchase tail coverage to last through the statute of limitations, upon the Termination Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for
injuries sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent
with all applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Business conducted thereon and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements,
including timely filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that
the Facility continues to be certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is
returned to Landlord, all without any suspension, revocation, decertification or other material limitation. Further, Tenant shall not
commit any act or omission that would in any material way violate any certificate of occupancy affecting the Facility, result in closure
of the Business conducted at the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if
applicable), bed rights or other similar certificate or license. All inspection fees, costs and charges associated with a change of such
licensure or certification shall be borne solely by Landlord. Notwithstanding the foregoing or any other language to the contrary in this
Lease, the parties understand and agree that certain deficiencies or situations of non-compliance with various regulatory requirements
are likely to occur from time to time in the normal course of business. Such occurrences will not constitute a breach or default by
Tenant under this Lease provided that: (i) Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or
situations of non-compliance and effectuates such cure to the extent the same can be practicably accomplished; (ii) the occurrences do
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not otherwise result in the loss of Tenant’s ability to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with
respect to the non-payment of Rent.

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.

(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii) keep and maintain all Landlord and Tenant Personal Property in good condition,
ordinary wear and tear excepted, and repair and replace such property consistent with prudent industry practice as required under this
Lease.

(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.

(c) Landlord Investment.

i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or enforcement of existing regulations (including any life safety, fire code or other laws
or regulations) which necessitates repairs, renovations or other improvements to the Facility (each a “Required Improvement”
and collectively, the “Required
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Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum of $50,000.00 in any Lease
Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord shall pay the amount
exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay the Annual Yield on
the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(d) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such Licensing Survey Deficiency (and
Tenant shall have no obligation to pay the Annual Yield on such amount).

(e) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).

(f) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects (each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall
obtain Landlord’s prior written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s
sole discretion. As a condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to
Landlord a written request describing in detail the Capital Improvement Project(s) for which funding is sought and such information
concerning the details, plans, specifications, scope, cost and payment of such Capital Improvement Projects as required by Landlord
including, without limitation, such lien waivers and releases from all parties furnishing materials and/or services for the Capital
Improvement Projects and such other documents as Facility Mortgagee may require. Upon approval of the specified Capital
Improvement Project by Landlord in its sole discretion and the completion and documentation of any such Capital Improvement
Project by Tenant,
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monthly Rent shall increase in accordance with the terms and conditions of Section 3.3 above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan, remedy any such problem to the satisfaction of Landlord and all applicable
governmental authorities, in accordance with all Hazardous Materials Laws and good business practices. During the Term, Tenant
shall immediately advise Landlord in writing of: (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b)
any Hazardous Materials Claims against Tenant or any portion of the Premises; (c) any remedial action taken by Tenant in response to
any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any
Hazardous Materials Laws; (d) Tenant’s discovery of any occurrence or condition on or in the vicinity of any portion of the Premises
that materially increase the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to
or from Tenant, any governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims
with respect to any portion of the Premises, including copies thereof. Landlord shall have the right, and except for any items noted on
Exhibit “D” at Tenant’s sole cost and expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and
with counsel chosen by Landlord, to join and participate in, as a party if it so elects, any legal proceedings or actions initiated in
connection with any Hazardous Materials Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there
are not pending claims or causes of action arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii)
to Landlord’s knowledge, no Environmental Activities in violation of any Hazardous Materials Laws have occurred prior to the
Commencement Date which have not been remedied in full. Notwithstanding anything to the contrary contained herein, in no event
shall Tenant be responsible for conditions of the Premises in existence prior to the Commencement Date, and, if required by law,
Landlord hereby agrees to remedy any such actual or suspected problem through the removal of Hazardous Materials at Landlord’s
sole cost and expense.
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10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime Landlord’s waiver of any statutory landlord’s
lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such
reports as are delivered pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc.,
be subject to any particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other
information from Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and
information within ten (10) days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to
perform this Lease within the state where the Facility is located; and (c) neither this Lease nor any other document executed or to be
executed in connection herewith violates the terms of any other agreement of such party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim
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or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The occurrence of any of the following events will
constitute an “Event of Default” on the part of Tenant, and there shall be no cure period therefor except as otherwise expressly
provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer of all or any portion of any
certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;

(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;

(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;

(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit
in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5) business days of such
appointment Tenant does not inform Landlord in writing that it intends to cause such appointment to be discharged or such discharge is
not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by Tenant of a
voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s
relief;
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or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within five (5) business days of such
filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and such
petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.

14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (b) enter upon any portion of the Premises, terminate this Lease,
dispossess Tenant from the Premises through appropriate legal procedures and/or collect money damages by reason of Tenant’s breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money
damages as the same come due; and (d) (after repossession of the Premises pursuant to clause (b) above and whether or not this Lease
has been terminated) relet any portion of the Premises to such tenant(s), for such term(s) (which may be greater or less than the
remaining balance of the Term), rent, conditions (which may include concessions or free rent) and uses as it may determine in its sole
discretion and collect and receive any rents payable by reason of such reletting.

2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of
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any provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver,
modification or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and
Tenant’s payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be
deemed a waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a
writing signed by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord’s written
demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Facility to Landlord or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Business and the Premises. Accordingly, except as required to secure accounts receivable financing with respect to the Facility,
Tenant shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or grant any security interest or any
other interest in and to the licenses, permits or certifications relating to the Business or the Premises (except as may be required in
connection with any Tenant Financing) nor shall Tenant commit or omit any act that would jeopardize the Business or any licensure or
certification of the Facility. Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining all necessary licenses
and certifications for Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer of the Business, Facility
licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to Landlord or its
designee. Subject to all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all rights to operate the Facility to
Landlord or its designee, including all required licenses and permits and all rights to apply for or otherwise obtain them, and all other
nonproprietary Tenant Intangible Property relating to any portion of the Premises. Notwithstanding the foregoing or any other
language to the contrary in this Lease, Tenant shall not be obligated to assign (i) any national service contracts or other national vendor
arrangements that apply to facilities other than the Facility, (ii) any proprietary or licensed software, computer programs or hardware,
discs and/or similar technology personal to Tenant, (iii) Tenant’s employee pagers, manuals,
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training materials, policies, procedures and materials relating to the Facility, (iv) Tenant’s marketing studies, analysis and similar
materials related to Tenant’s business conducted at the Premises and the market and potential market therefor, or (v) any proprietary
marks, trade names or other intellectual property of Tenant and/or its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any
Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or its designee, manage and operate the Business on a triple net basis, and shall be entitled to all revenues of the Business during such
period, and to use any and all licenses, certifications or provider agreements issued to Tenant by any federal, state or other
governmental authority for operation of the Business, if permitted by any such governmental authority, at no additional cost or liability
to Tenant; provided that Landlord hereby agrees to indemnify and hold harmless Tenant against any losses, claims or damages
resulting from Landlord’s or its designees use of Tenant’s license or provider agreements during such period. Tenant shall not commit
any act or be remiss in the undertaking of any act that would jeopardize any licensure or certification of the Facility, and Tenant shall
comply with all requests for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid certifications and
possession of the Premises at the time of any such surrender. If Landlord or its designee exercises the right described above in this
Section, the provisions of this Section shall be self-operative and shall constitute a management agreement between Tenant, on the one
hand, and Landlord or its designee, on the other hand, on the terms set forth above; provided, however, that upon the request of
Landlord or its designee, the parties shall negotiate and enter into a separate management agreement on the terms set forth herein and to
the extent on such other terms and provisions as may be reasonably agreed to by Landlord or its designee and Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last
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Lease Year, all additional charges accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease.
Nothing contained herein shall constitute the consent, express or implied, of Landlord to the holding over of Tenant after the
Termination Date, nor shall anything contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.

1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents, regardless as to whether the
disclosure is inadvertent or otherwise, discovers any PHI, Landlord agrees to take reasonable steps to maintain and to require its
Agents to maintain, the privacy and confidentiality of such PHI. The parties agree that the foregoing does not create, and is not
intended to create, a “business associate” relationship between the parties as that term is defined by the Privacy Standards. “Protected
health information” or “PHI” shall have the meaning defined by the Standards for Privacy of Individually Identifiable Health
Information, 45 C.F.R. Part 160 and Subparts A and E of Part 164 (the “ Privacy Standards”), as promulgated by the Department of
Health and Human Services (“HHS”) pursuant to HIPAA. As used in this Lease, “Agents” means such party’s agents, contractors,
subcontractors, directors, officers and employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder shall not be
disturbed if any such Person takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord under the
Prime Lease, Tenant shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize
such successor as Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility Mortgagee
and Landlord executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment agreement.
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Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent, which shall
not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section 16.2 or
elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts receivable
financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility Mortgagee in form
and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant’s
assets in lieu thereof shall be deemed an assignment or other transfer of this Lease. Notwithstanding the foregoing, Tenant may,
without Landlord’s prior written consent, assign this Lease or sublet the Premises or any portion thereof to an Affiliate of Tenant if all
of the following are first satisfied: (w) such Affiliate fully assumes Tenant’s obligations hereunder; (x) Tenant remains fully liable
hereunder; (y) the use of the applicable portion of the Premises remains unchanged; and (z) Landlord in its reasonable discretion shall
have approved the form and content of all documents for such assignment or sublease and received an executed counterpart thereof.
For the absence of doubt, Tenant shall be permitted to enter into a management agreement with an Affiliate of Tenant without
obtaining Landlord’s consent thereto.

18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and
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be paid to Tenant. Except as expressly provided in the last sentence of this Section 18, Tenant shall not have any right under this
Lease, and hereby waives all rights under applicable law, to abate, reduce or offset Rent by reason of any damage or destruction of any
portion of the Premises by reason of an insured or uninsured Casualty. If the Facility Mortgagee does not agree to release all of the
insurance proceeds to reimburse Tenant and Landlord does not agree to reimburse Tenant up to the amount of such insurance proceeds
in the event of a Casualty that renders the Facility unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease
and remove the Facility from the Portfolio. Upon the removal of the Facility from the Portfolio, this Lease shall be of no further force
or affect, except for any obligations or liability of any party hereunder that accrued on or prior to the date of the Casualty. In the event
of a Casualty that does not render the Facility unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same
condition as existed immediately before the partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be
reduced on a pro rata basis based upon the number of beds removed from service and otherwise taking into consideration all relevant
factors affecting the Facility resulting from such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking. If during the Term all or
substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or condemned by any
competent public or quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty
(30) days of the effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio effective as of the
effective date of such termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting
diminution in Fair Market Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the
effective date of a Partial Taking shall be as established pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and retain
any award for a taking or condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its own
claim in the event of any such taking or condemnation with respect to the value of Tenant’s leasehold interest in any portion of the
Premises and/or the relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or
substantially all of the Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent
due under this Lease shall be not be abated during the period of such temporary taking.

20. Indemnification.

1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental
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Activities on any portion of the Premises by Tenant, Hazardous Materials Claims caused by Tenant or violations by Tenant of a
Hazardous Materials Law with respect to any portion of the Premises (which occurred on or after the Commencement Date), and (d)
upon or following the Termination Date, the correction of all deficiencies of a physical matter identified by and any liability assessed or
asserted by, any governmental agency or Medicare or Medicaid providers as a result of or arising out or in connection with this Lease
or the related change in ownership inspection and audit (including any overpayment to any Medicare, Medicaid or other third party
payor). Tenant, at its expense, shall contest, resist and defend any such claim, action or proceeding asserted or instituted against
Landlord or any Landlord Indemnified Parties with counsel acceptable to Landlord and shall not, under any circumstances,
compromise or otherwise dispose of any suit, action or proceeding without obtaining Landlord’s written consent. Landlord, at its
election and sole cost and expense, shall have the right, but not the obligation, to participate in the defense of any claim for which
Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act promptly and completely to satisfy its
obligations hereunder, Landlord may resist and defend any such claims or causes of action against Landlord or any Landlord
Indemnified Party at Tenant’s sole cost.

2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs, or otherwise; (iii)
for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY PORTION OF THE PREMISES,
OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY
REMEDY.

22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:
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If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a
party shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set
forth in Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either
telephonically or via e-mail to the following addresses:

If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.
 

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.

(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain obligations on the “borrower” or other counterparty thereunder to comply with or cause
the operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility. Accordingly, and notwithstanding anything contained in this Lease to the
contrary, Tenant agrees to comply with those certain Facility Mortgage Document covenants as more specifically set forth on Exhibit
“H” attached hereto and made a part hereof, for so long as any Facility Mortgage encumbers the Premises or any portion thereof or
interest therein. Tenant agrees that the requirements, expressly including, without limitation, insurance, affirmative financial, occupancy
or other performance requirements
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or covenants, set forth on Exhibit “H” shall prevail to the extent of any conflict with any other express term of this Lease. If Landlord
enters into any new Facility Mortgage that would result in a change to the requirements on Exhibit “H” or that would otherwise
conflict with the terms and provisions of this Lease, the parties agree to cooperate to amend this Lease to so reflect such new
requirements, provided that Landlord and Tenant shall not agree to any changes that would materially or adversely impact Tenant’s
operation of the Facility pursuant to the terms of this Lease, including with respect to Tenant’s insurance or other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.

25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant as such obligations
arise and if Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the
Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless
continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the
delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or
federal holiday, then such period or date shall be extended until the immediately following business day. Whenever the words
“including”, “include” or “includes” are used in this Lease, they shall be interpreted in a non-exclusive manner as though the words
“without limitation” immediately followed. Whenever the words day or days are used in this Lease, they shall mean “calendar day” or
“calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of reference only
and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to any
“Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached
hereto or to “Medicare” or “Medicaid” include any successor program. If more than one Person is Tenant hereunder, their liability and
obligations hereunder shall be joint and several. Promptly upon the request of either party and at its expense, the parties shall prepare,
enter into and record a suitable short form memorandum of this Lease. This Lease (a) contains the entire agreement of the parties
(together with the Transfer Agreement) as to the subject matter hereof and supersedes all prior or contemporaneous verbal or written
agreements or understandings, (b) may be executed in several counterparts, each of which shall be deemed an original, but all of which
shall constitute one and the same document, (c) may only be amended by a writing executed by the parties, (d) shall inure to the benefit
of and be binding upon the successors and permitted assigns of the parties, (e) shall be governed by and construed and enforced in
accordance with the internal laws of the State of Arkansas, and (f) incorporates by this reference any Exhibits and Schedules attached
hereto.
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26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.

27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.

28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

LITTLE ROCK HC&R PROPERTY HOLDINGS, LLC, a Georgia limited liability
company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

    

LANDLORD:

LITTLE ROCK HC&R NURSING, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

    

TENANT:

HIGHLANDS OF LITTLE ROCK WEST MARKHAM, LLC, a Delaware limited
liability company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 5720 West Markham Street, Little Rock, Arkansas 72205

Lot 13, Except the South 25 feet thereof; the West 10 feet of the South 30 feet and the North 20 feet of Lot 9; the West 10 feet of Lots
10, 11 and the North one half of Lot 12, and all of Lots 8, 14, 15, 16, 17 and 18, all in Block 2 of Strong & Waters Addition to the
City of Little Rock, Pulaski County, Arkansas. Also a strip of ground formerly platted as an alley being 15 feet wide and lying
immediately East of and contiguous to the North one-half of Lots 13 and 14, 15, 16 and 17 and a 7.5 foot strip lying immediately East
of and contiguous Lot 18, all in Block 2, Strong & Waters Addition to the City of Little Rock, Pulaski County, Arkansas, which was
closed by Ordinance No. 10,127, a certified copy of which is recorded in Book 600 at Page 631 and Ordinance No. 11,645, a certified
copy of which is recorded in Book 933 Page 557, records of Pulaski County, Arkansas.
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.

Exhibit A-2

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or substances that are listed in the
United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended from time to time.
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“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250
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West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com]) Thirty (30) days after the end of each calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com)
Thirty-Five (35) days after the end of each of the first
three quarters of the fiscal year of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of
Tenant audited by a reputable certified public accounting firm (via e-mail to financials@nhp-
reit.com)

Seventy-Five (75) days after the fiscal year end of
Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection
and other reports received by Tenant as to any portion of the Premises and any portion of the
Business, including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute
or regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the
Premises, the operation of any portion of the Business or the ability to admit residents or
patients; or
(3)any violation of any other permit, approval or certification in connection with any
portion of the Premises or any portion of the Business, by any federal, state or local
authority, including Medicare or Medicaid. Two (2) business days after  receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:

a. that it is the owner of the Property;

b. that the Prime Lease is unmodified and is in full force and effect;
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and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or canceled except by an agreement in writing executed by the party against whom
enforcement of such modification, change, waiver or cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the other provisions hereof or the application thereof to any other
person and the same shall remain in full force and effect.
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9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]

Exhibit I
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IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]

Exhibit I
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EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description

Exhibit I
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF
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EXHIBIT 10.365

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among MT. V PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime Landlord”), MOUNTAIN
VIEW NURSING, LLC, a Georgia limited liability company (“Landlord”) and HIGHLANDS OF MOUNTAIN VIEW SNF,
LLC, a Delaware limited liability company (“Tenant”), for the improved real property described on Exhibit “A-1” (the “Facility”),
and the “Landlord Personal Property” associated therewith described on Exhibit “A-2” (the Landlord Personal Property together
with the Facility, being collectively the “Premises”), which are used as a licensed healthcare facility of the type described on Schedule
1 (the “Business”). Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of November 30, 2011 (the “Prime
Lease”), pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

726701
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A “Lease Year”
is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during each year of the Term.
Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the “Initial Term” commences on
March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full calendar month thereafter. The Term
may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal Term”) if: (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term, Tenant delivers to Landlord a “Renewal Notice” indicating that Tenant desires to
exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (as defined in Section 13
below) (i) as of the date Landlord receives the Renewal Notice (the “Exercise Date”), or (ii) on the last day of the Initial Term; and (c)
all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising the renewal options for all Related Leases.
For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended
automatically to the last day of the Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or in
part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to this Lease.

2. Tenant’s Conditions Precedent. The duties and obligations of Tenant pursuant to the terms of this Lease are
and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by Tenant in
writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas
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to operate the Facility and all Related Facilities will be granted effective as of March 1, 2015;

(c) Approval of this Lease by the Facility Mortgagee;

(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement in
form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I attached
hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to Thirty-Five
Thousand and 00/100 Dollars ($35,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent” shall be equal
to one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).
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4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid by Tenant. Except as expressly
set forth herein and in the Transfer Agreement, (i) Tenant shall continue to perform its obligations under this Lease even if Tenant
claims it has been damaged by Landlord, (ii) Tenant shall at all times remain obligated under this Lease without any right of set-off,
counterclaim, abatement, deduction, reduction or defense of any kind (except as set forth in Sections 18 and 19 below) and (iii)
Tenant’s sole right to recover damages against Landlord under this Lease shall be to prove such damages in a separate action. Pursuant
to the Transfer Agreement, and notwithstanding anything herein to the contrary, Landlord and Tenant acknowledge and agree that
Tenant may offset any recoupment of Medicare, Medicaid, or any other Losses (as that term is defined in the Transfer Agreement)
against Rent; provided, that Tenant shall promptly notify Landlord of the offset and the reason therefor. Notwithstanding anything
herein to the contrary, Landlord and Tenant hereby acknowledge and agree that Tenant’s obligations hereunder shall be conditioned
upon the Prime Lease continuing to be in full force and effect for the Term of this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall
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constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord shall
assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and provide Tenant with a copy of same. Tenant agrees that it will not assign
or encumber or attempt to assign or encumber the Security Deposit. Landlord, its successors and assigns shall return the Security
Deposit (within ten (10) business days following the Termination Date) to the last tenant in possession of the Premises at the last
address for which Notice is to be given by such tenant and Landlord thereafter shall be relieved of any liability therefor, regardless of
one or more assignments of this Lease or any such actual or attempted assignment or encumbrances of the Security Deposit.

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior
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to the Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be
promptly paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section 9.1), by appropriate proceedings sufficient to prevent its collection or other realization and the sale, forfeiture or loss of any
portion of the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable security to assure the foregoing).
Tenant shall diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Landlord
and Prime Landlord shall cooperate fully in any Protest that involves an amount assessed against it.

2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.
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7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be primary and provide that any insurance with respect to any portion of the Premises maintained by Landlord is
excess and noncontributing with Tenant’s insurance. The property policy(ies) shall also name the Landlord, Prime Landlord and
Facility Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any insurance carrier, or
either of them, may have by reason of any provision in any policy issued to them, provided such waiver does not thereby invalidate
such policy. Original policies or satisfactory insurer certificates evidencing the existence of the insurance required by this Lease and
showing the interest of Landlord and Facility Mortgagee shall be provided to Landlord prior to the commencement of the Term or, for
a renewal policy, not less than ten (10) days prior to the expiration date of the insurance policy being renewed. If Landlord is provided
with a certificate, it may demand that Tenant provide a complete copy of the related policy within ten (10) days of policy issuance.
Tenant shall be permitted to keep all insurance required hereunder under blanket policies covering the Premises and other facilities
owned or operated by Tenant or its Affiliates. During the Term, Tenant shall maintain the following insurance and any claims
thereunder shall be adjudicated by and at the expense of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard “all risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;
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(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such
requirements with the Facility Mortgagee), but in no event greater than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate,
naming Landlord as additional insured;

(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee
(and Landlord agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as an additional insured. If such coverage is
purchased on a claims made basis, Tenant must show proof of the ability to purchase tail coverage to last through the statute of
limitations, upon the Termination Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for
injuries sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent
with all applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.
  

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants,
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conditions, restrictions and other use or maintenance requirements applicable to the Business conducted thereon and, to the extent
applicable, all Medicare, Medicaid and other third-party payor certification requirements, including timely filing properly completed
cost and other required reports, timely paying all expenses shown thereon, and ensuring that the Facility continues to be certified for
participation in Medicare and Medicaid (if applicable) throughout the Term and when it is returned to Landlord, all without any
suspension, revocation, decertification or other material limitation. Further, Tenant shall not commit any act or omission that would in
any material way violate any certificate of occupancy affecting the Facility, result in closure of the Business conducted at the Facility or
result in the sale or transfer of all or any portion of any related certificate of need (if applicable), bed rights or other similar certificate or
license. All inspection fees, costs and charges associated with a change of such licensure or certification shall be borne solely by
Landlord. Notwithstanding the foregoing or any other language to the contrary in this Lease, the parties understand and agree that
certain deficiencies or situations of non-compliance with various regulatory requirements are likely to occur from time to time in the
normal course of business. Such occurrences will not constitute a breach or default by Tenant under this Lease provided that: (i)
Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or situations of non-compliance and
effectuates such cure to the extent the same can be practicably accomplished; (ii) the occurrences do not otherwise result in the loss of
Tenant’s ability to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with respect to the non-payment of
Rent.
 

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.
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(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii) keep and maintain all Landlord and Tenant Personal Property in good condition,
ordinary wear and tear excepted, and repair and replace such property consistent with prudent industry practice as required under this
Lease.

(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.

(c) Landlord Investment.

i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or enforcement of existing regulations (including any life safety, fire code or other laws
or regulations) which necessitates repairs, renovations or other improvements to the Facility (each a “Required Improvement”
and collectively, the “Required Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum
of $50,000.00 in any Lease Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord
shall pay the amount exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay
the Annual Yield on the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(d) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such
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Licensing Survey Deficiency (and Tenant shall have no obligation to pay the Annual Yield on such amount).

(e) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).

(f) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects (each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall
obtain Landlord’s prior written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s
sole discretion. As a condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to
Landlord a written request describing in detail the Capital Improvement Project(s) for which funding is sought and such information
concerning the details, plans, specifications, scope, cost and payment of such Capital Improvement Projects as required by Landlord
including, without limitation, such lien waivers and releases from all parties furnishing materials and/or services for the Capital
Improvement Projects and such other documents as Facility Mortgagee may require. Upon approval of the specified Capital
Improvement Project by Landlord in its sole discretion and the completion and documentation of any such Capital Improvement
Project by Tenant, monthly Rent shall increase in accordance with the terms and conditions of Section 3.3 above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan,
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remedy any such problem to the satisfaction of Landlord and all applicable governmental authorities, in accordance with all Hazardous
Materials Laws and good business practices. During the Term, Tenant shall immediately advise Landlord in writing of: (a) any
Environmental Activities in violation of any Hazardous Materials Laws; (b) any Hazardous Materials Claims against Tenant or any
portion of the Premises; (c) any remedial action taken by Tenant in response to any Hazardous Materials Claims or any Hazardous
Materials on, under or about any portion of the Premises in violation of any Hazardous Materials Laws; (d) Tenant’s discovery of any
occurrence or condition on or in the vicinity of any portion of the Premises that materially increase the risk that any portion of the
Premises will be exposed to Hazardous Materials; and (e) all communications to or from Tenant, any governmental authority or any
other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any portion of the Premises,
including copies thereof. Landlord shall have the right, and except for any items noted on Exhibit “D” at Tenant’s sole cost and
expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and with counsel chosen by Landlord, to join
and participate in, as a party if it so elects, any legal proceedings or actions initiated in connection with any Hazardous Materials
Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there are not pending claims or causes of action
arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii) to Landlord’s knowledge, no
Environmental Activities in violation of any Hazardous Materials Laws have occurred prior to the Commencement Date which have
not been remedied in full. Notwithstanding anything to the contrary contained herein, in no event shall Tenant be responsible for
conditions of the Premises in existence prior to the Commencement Date, and, if required by law, Landlord hereby agrees to remedy
any such actual or suspected problem through the removal of Hazardous Materials at Landlord’s sole cost and expense.
  

10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime
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Landlord’s waiver of any statutory landlord’s lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such
reports as are delivered pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc.,
be subject to any particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other
information from Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and
information within ten (10) days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to
perform this Lease within the state where the Facility is located; and (c) neither this Lease nor any other document executed or to be
executed in connection herewith violates the terms of any other agreement of such party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The
occurrence of any of the following events will constitute an “Event of Default” on the part of Tenant, and there shall be no cure period
therefor except as otherwise expressly provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer
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of all or any portion of any certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of
any portion of the Facility other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;

(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;

(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;

(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit
in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5) business days of such
appointment Tenant does not inform Landlord in writing that it intends to cause such appointment to be discharged or such discharge is
not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by Tenant of a
voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s
relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within five (5) business days of
such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and
such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.
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14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (b) enter upon any portion of the Premises, terminate this Lease,
dispossess Tenant from the Premises through appropriate legal procedures and/or collect money damages by reason of Tenant’s breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money
damages as the same come due; and (d) (after repossession of the Premises pursuant to clause (b) above and whether or not this Lease
has been terminated) relet any portion of the Premises to such tenant(s), for such term(s) (which may be greater or less than the
remaining balance of the Term), rent, conditions (which may include concessions or free rent) and uses as it may determine in its sole
discretion and collect and receive any rents payable by reason of such reletting.
 

2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and Tenant’s
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing signed
by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses
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(including reasonable attorneys’ fees and expenses) incurred in connection with the performance of any such act by it, together with
interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the making of such payment or the incurring of such costs
and expenses, shall be payable by Tenant to Landlord upon Landlord’s written demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Facility to Landlord or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Business and the Premises. Accordingly, except as required to secure accounts receivable financing with respect to the Facility,
Tenant shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or grant any security interest or any
other interest in and to the licenses, permits or certifications relating to the Business or the Premises (except as may be required in
connection with any Tenant Financing) nor shall Tenant commit or omit any act that would jeopardize the Business or any licensure or
certification of the Facility. Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining all necessary licenses
and certifications for Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer of the Business, Facility
licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to Landlord or its
designee. Subject to all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all rights to operate the Facility to
Landlord or its designee, including all required licenses and permits and all rights to apply for or otherwise obtain them, and all other
nonproprietary Tenant Intangible Property relating to any portion of the Premises. Notwithstanding the foregoing or any other
language to the contrary in this Lease, Tenant shall not be obligated to assign (i) any national service contracts or other national vendor
arrangements that apply to facilities other than the Facility, (ii) any proprietary or licensed software, computer programs or hardware,
discs and/or similar technology personal to Tenant, (iii) Tenant’s employee pagers, manuals, training materials, policies, procedures
and materials relating to the Facility, (iv) Tenant’s marketing studies, analysis and similar materials related to Tenant’s business
conducted at the Premises and the market and potential market therefor, or (v) any proprietary marks, trade names or other intellectual
property of Tenant and/or its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing
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a bill of sale in a form reasonably required by Landlord. If there is any Event of Default then existing, Tenant may not remove any
Tenant Personal Property from the Premises and instead will, on demand from Landlord, convey it to Landlord for no additional
consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any Tenant Personal Property which is not
removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s election, vest in Landlord; provided,
however, that Landlord may remove and store or dispose any or all of such Tenant Personal Property which is not so removed by
Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or its designee, manage and operate the Business on a triple net basis, and shall be entitled to all revenues of the Business during such
period, and to use any and all licenses, certifications or provider agreements issued to Tenant by any federal, state or other
governmental authority for operation of the Business, if permitted by any such governmental authority, at no additional cost or liability
to Tenant; provided that Landlord hereby agrees to indemnify and hold harmless Tenant against any losses, claims or damages
resulting from Landlord’s or its designees use of Tenant’s license or provider agreements during such period. Tenant shall not commit
any act or be remiss in the undertaking of any act that would jeopardize any licensure or certification of the Facility, and Tenant shall
comply with all requests for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid certifications and
possession of the Premises at the time of any such surrender. If Landlord or its designee exercises the right described above in this
Section, the provisions of this Section shall be self-operative and shall constitute a management agreement between Tenant, on the one
hand, and Landlord or its designee, on the other hand, on the terms set forth above; provided, however, that upon the request of
Landlord or its designee, the parties shall negotiate and enter into a separate management agreement on the terms set forth herein and to
the extent on such other terms and provisions as may be reasonably agreed to by Landlord or its designee and Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional charges
accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein shall
constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall anything
contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.
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1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents, regardless as to whether the
disclosure is inadvertent or otherwise, discovers any PHI, Landlord agrees to take reasonable steps to maintain and to require its
Agents to maintain, the privacy and confidentiality of such PHI. The parties agree that the foregoing does not create, and is not
intended to create, a “business associate” relationship between the parties as that term is defined by the Privacy Standards. “Protected
health information” or “PHI” shall have the meaning defined by the Standards for Privacy of Individually Identifiable Health
Information, 45 C.F.R. Part 160 and Subparts A and E of Part 164 (the “ Privacy Standards”), as promulgated by the Department of
Health and Human Services (“HHS”) pursuant to HIPAA. As used in this Lease, “Agents” means such party’s agents, contractors,
subcontractors, directors, officers and employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder shall not be
disturbed if any such Person takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord under the
Prime Lease, Tenant shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize
such successor as Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility Mortgagee
and Landlord executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment agreement.
Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent, which shall
not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section 16.2 or
elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts receivable
financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility Mortgagee in form
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and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant’s
assets in lieu thereof shall be deemed an assignment or other transfer of this Lease. Notwithstanding the foregoing, Tenant may,
without Landlord’s prior written consent, assign this Lease or sublet the Premises or any portion thereof to an Affiliate of Tenant if all
of the following are first satisfied: (w) such Affiliate fully assumes Tenant’s obligations hereunder; (x) Tenant remains fully liable
hereunder; (y) the use of the applicable portion of the Premises remains unchanged; and (z) Landlord in its reasonable discretion shall
have approved the form and content of all documents for such assignment or sublease and received an executed counterpart thereof.
For the absence of doubt, Tenant shall be permitted to enter into a management agreement with an Affiliate of Tenant without
obtaining Landlord’s consent thereto.

18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Tenant. Except as expressly provided
in the last sentence of this Section 18, Tenant shall not have any right under this Lease, and hereby waives all rights under applicable
law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the
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Premises by reason of an insured or uninsured Casualty. If the Facility Mortgagee does not agree to release all of the insurance
proceeds to reimburse Tenant and Landlord does not agree to reimburse Tenant up to the amount of such insurance proceeds in the
event of a Casualty that renders the Facility unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease and
remove the Facility from the Portfolio. Upon the removal of the Facility from the Portfolio, this Lease shall be of no further force or
affect, except for any obligations or liability of any party hereunder that accrued on or prior to the date of the Casualty. In the event of a
Casualty that does not render the Facility unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same
condition as existed immediately before the partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be
reduced on a pro rata basis based upon the number of beds removed from service and otherwise taking into consideration all relevant
factors affecting the Facility resulting from such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking. If during the Term all or
substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or condemned by any
competent public or quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty
(30) days of the effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio effective as of the
effective date of such termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting
diminution in Fair Market Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the
effective date of a Partial Taking shall be as established pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and retain
any award for a taking or condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its own
claim in the event of any such taking or condemnation with respect to the value of Tenant’s leasehold interest in any portion of the
Premises and/or the relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or
substantially all of the Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent
due under this Lease shall be not be abated during the period of such temporary taking.

20. Indemnification.

1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental Activities on any portion of the Premises by Tenant, Hazardous Materials
Claims caused
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by Tenant or violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises (which occurred on or
after the Commencement Date), and (d) upon or following the Termination Date, the correction of all deficiencies of a physical matter
identified by and any liability assessed or asserted by, any governmental agency or Medicare or Medicaid providers as a result of or
arising out or in connection with this Lease or the related change in ownership inspection and audit (including any overpayment to any
Medicare, Medicaid or other third party payor). Tenant, at its expense, shall contest, resist and defend any such claim, action or
proceeding asserted or instituted against Landlord or any Landlord Indemnified Parties with counsel acceptable to Landlord and shall
not, under any circumstances, compromise or otherwise dispose of any suit, action or proceeding without obtaining Landlord’s written
consent. Landlord, at its election and sole cost and expense, shall have the right, but not the obligation, to participate in the defense of
any claim for which Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act promptly and
completely to satisfy its obligations hereunder, Landlord may resist and defend any such claims or causes of action against Landlord or
any Landlord Indemnified Party at Tenant’s sole cost.

2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs, or otherwise; (iii)
for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY PORTION OF THE PREMISES,
OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY
REMEDY.

22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

                            21

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a
party shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set
forth in Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either
telephonically or via e-mail to the following addresses:

If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.
 

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.

(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain obligations on the “borrower” or other counterparty thereunder to comply with or cause
the operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility. Accordingly, and notwithstanding anything contained in this Lease to the
contrary, Tenant agrees to comply with those certain Facility Mortgage Document covenants as more specifically set forth on Exhibit
“H” attached hereto and made a part hereof, for so long
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as any Facility Mortgage encumbers the Premises or any portion thereof or interest therein. Tenant agrees that the requirements,
expressly including, without limitation, insurance, affirmative financial, occupancy or other performance requirements or covenants, set
forth on Exhibit “H” shall prevail to the extent of any conflict with any other express term of this Lease. If Landlord enters into any
new Facility Mortgage that would result in a change to the requirements on Exhibit “H” or that would otherwise conflict with the
terms and provisions of this Lease, the parties agree to cooperate to amend this Lease to so reflect such new requirements, provided
that Landlord and Tenant shall not agree to any changes that would materially or adversely impact Tenant’s operation of the Facility
pursuant to the terms of this Lease, including with respect to Tenant’s insurance or other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.

25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant as such obligations
arise and if Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the
Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless
continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the
delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or
federal holiday, then such period or date shall be extended until the immediately following business day. Whenever the words
“including”, “include” or “includes” are used in this Lease, they shall be interpreted in a non-exclusive manner as though the words
“without limitation” immediately followed. Whenever the words day or days are used in this Lease, they shall mean “calendar day” or
“calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of reference only
and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to any
“Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached
hereto or to “Medicare” or “Medicaid” include any successor program. If more than one Person is Tenant hereunder, their liability and
obligations hereunder shall be joint and several. Promptly upon the request of either party and at its expense, the parties shall prepare,
enter into and record a suitable short form memorandum of this Lease. This Lease (a) contains the entire agreement of the parties
(together with the Transfer Agreement) as to the subject matter hereof and supersedes all prior or contemporaneous verbal or written
agreements or understandings, (b) may be executed in several counterparts, each of which shall be
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deemed an original, but all of which shall constitute one and the same document, (c) may only be amended by a writing executed by
the parties, (d) shall inure to the benefit of and be binding upon the successors and permitted assigns of the parties, (e) shall be
governed by and construed and enforced in accordance with the internal laws of the State of Arkansas, and (f) incorporates by this
reference any Exhibits and Schedules attached hereto.

26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.

27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.

28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

MT. V PROPERTY HOLDINGS, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

    

LANDLORD:

MOUNTAIN VIEW NURSING, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

    

TENANT:

HIGHLANDS OF MOUNTAIN VIEW SNF, LLC, a Delaware limited liability
company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 706 Oak Grove Street, Mountain View, Arkansas 72560

Part of Block 6, Lackey Addition to the Town of Mountain View, Arkansas, being located in the SW1/4 SE1/4, Section 1, Township
14 North, Range 11 West, Stone County, Arkansas, more particularly described as follows, to-wit: Commencing at a pipe found at the
SE corner of the R. A. Misenheimer lot as recorded in Book 55 on page 663 of the Chancery Records of said county; thence South 89
degrees 11 minutes 10 seconds West a distance of 90.00 feet to a rebar; thence South 01 degrees 08 minutes 31 seconds East a distance
of 5.0 feet to the North right of way line of Oak Grove Street (30 foot right of way) being the point of beginning; thence South 89
degrees 11 minutes 10 seconds West along the North line of said street a distance of 410.77 feet to the intersection of the North line of
said Oak Grove Street with the East line of Massey Avenue (30 foot right of way); thence North 00 degrees 37 minutes 30 seconds
West along the said East line of Massey Avenue, a distance of 385.70 feet to the intersection of said East line of Massey Avenue and
the South line of Poff Street, (30 foot right of way); thence North 89 degrees 03 minutes 49 seconds East along the South line of Poff
Street a distance of 389.29 feet to a point; thence along the West line of the A. E. Gillihan lot as recorded in Book 55 on page 468 of
said county records; thence South 01 degrees 39 minutes 53 seconds East a distance of 195.08 feet to a rebar at the SW corner of said
Gillihan lot; thence North 87 degrees 47 minutes 34 seconds East along the South line of said Gillihan lot a distance of 16.22 feet to
the NW corner of said Misenheimer lot; thence South 01 degrees 08 minutes 31 seconds East along the West line of said Misenheimer
lot a distance of 186.90 feet to the point of beginning.
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation,
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any materials or substances that are listed in the United States Department of Transportation Hazardous Materials Table (49 CFR
172.101) as amended from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250

                    

                        

Exhibit E

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com]) Thirty (30) days after the end of each calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com)
Thirty-Five (35) days after the end of each of the first
three quarters of the fiscal year of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of
Tenant audited by a reputable certified public accounting firm (via e-mail to financials@nhp-
reit.com)

Seventy-Five (75) days after the fiscal year end of
Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection
and other reports received by Tenant as to any portion of the Premises and any portion of the
Business, including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute
or regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the
Premises, the operation of any portion of the Business or the ability to admit residents or
patients; or
(3)any violation of any other permit, approval or certification in connection with any
portion of the Premises or any portion of the Business, by any federal, state or local
authority, including Medicare or Medicaid. Two (2) business days after  receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:
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a. that it is the owner of the Property;

b. that the Prime Lease is unmodified and is in full force and effect; and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or
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canceled except by an agreement in writing executed by the party against whom enforcement of such modification, change,
waiver or cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the other provisions hereof or the application thereof to any other
person and the same shall remain in full force and effect.

9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]

Exhibit I

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



    
IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]
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EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF
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EXHIBIT 10.366

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among VALLEY RIVER PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime Landlord”),
VALLEY RIVER NURSING, LLC , a Georgia limited liability company (“Landlord”) and HIGHLANDS OF FORT SMITH,
LLC, a Delaware limited liability company (“Tenant”), for the improved real property described on Exhibit “A-1” (the “Facility”),
and the “Landlord Personal Property” associated therewith described on Exhibit “A-2” (the Landlord Personal Property together
with the Facility, being collectively the “Premises”), which are used as a licensed healthcare facility of the type described on Schedule
1 (the “Business”). Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of August 31, 2011 (the “ Prime
Lease”), pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

726699
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A “Lease Year”
is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during each year of the Term.
Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the “Initial Term” commences on
March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full calendar month thereafter. The Term
may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal Term”) if: (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term, Tenant delivers to Landlord a “Renewal Notice” indicating that Tenant desires to
exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (as defined in Section 13
below) (i) as of the date Landlord receives the Renewal Notice (the “Exercise Date”), or (ii) on the last day of the Initial Term; and (c)
all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising the renewal options for all Related Leases.
For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended
automatically to the last day of the Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or in
part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to this Lease.

2. Tenant’s Conditions Precedent. The duties and obligations of Tenant pursuant to the terms of this Lease are
and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by Tenant in
writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;
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(c) Approval of this Lease by the Facility Mortgagee;

(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement in
form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I attached
hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to Sixty
Thousand and 00/100 Dollars ($60,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent” shall be equal
to one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).

4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid
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by Tenant. Except as expressly set forth herein and in the Transfer Agreement, (i) Tenant shall continue to perform its obligations
under this Lease even if Tenant claims it has been damaged by Landlord, (ii) Tenant shall at all times remain obligated under this Lease
without any right of set-off, counterclaim, abatement, deduction, reduction or defense of any kind (except as set forth in Sections 18
and 19 below) and (iii) Tenant’s sole right to recover damages against Landlord under this Lease shall be to prove such damages in a
separate action. Pursuant to the Transfer Agreement, and notwithstanding anything herein to the contrary, Landlord and Tenant
acknowledge and agree that Tenant may offset any recoupment of Medicare, Medicaid, or any other Losses (as that term is defined in
the Transfer Agreement) against Rent; provided, that Tenant shall promptly notify Landlord of the offset and the reason therefor.
Notwithstanding anything herein to the contrary, Landlord and Tenant hereby acknowledge and agree that Tenant’s obligations
hereunder shall be conditioned upon the Prime Lease continuing to be in full force and effect for the Term of this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord
shall assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and
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provide Tenant with a copy of same. Tenant agrees that it will not assign or encumber or attempt to assign or encumber the Security
Deposit. Landlord, its successors and assigns shall return the Security Deposit (within ten (10) business days following the Termination
Date) to the last tenant in possession of the Premises at the last address for which Notice is to be given by such tenant and Landlord
thereafter shall be relieved of any liability therefor, regardless of one or more assignments of this Lease or any such actual or attempted
assignment or encumbrances of the Security Deposit.

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior to the
Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be promptly
paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section
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9.1), by appropriate proceedings sufficient to prevent its collection or other realization and the sale, forfeiture or loss of any portion of
the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable security to assure the foregoing). Tenant shall
diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Landlord and Prime
Landlord shall cooperate fully in any Protest that involves an amount assessed against it.

2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be
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primary and provide that any insurance with respect to any portion of the Premises maintained by Landlord is excess and
noncontributing with Tenant’s insurance. The property policy(ies) shall also name the Landlord, Prime Landlord and Facility
Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any insurance carrier, or either of
them, may have by reason of any provision in any policy issued to them, provided such waiver does not thereby invalidate such policy.
Original policies or satisfactory insurer certificates evidencing the existence of the insurance required by this Lease and showing the
interest of Landlord and Facility Mortgagee shall be provided to Landlord prior to the commencement of the Term or, for a renewal
policy, not less than ten (10) days prior to the expiration date of the insurance policy being renewed. If Landlord is provided with a
certificate, it may demand that Tenant provide a complete copy of the related policy within ten (10) days of policy issuance. Tenant
shall be permitted to keep all insurance required hereunder under blanket policies covering the Premises and other facilities owned or
operated by Tenant or its Affiliates. During the Term, Tenant shall maintain the following insurance and any claims thereunder shall be
adjudicated by and at the expense of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard “all risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such
requirements with the Facility Mortgagee), but in no event
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greater than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as additional insured;

(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee
(and Landlord agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as an additional insured. If such coverage is
purchased on a claims made basis, Tenant must show proof of the ability to purchase tail coverage to last through the statute of
limitations, upon the Termination Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for
injuries sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent
with all applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.
 

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Business conducted thereon and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements,
including timely filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that
the Facility continues to be certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is
returned to Landlord, all without any suspension, revocation, decertification or other material limitation. Further, Tenant shall not
commit any
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act or omission that would in any material way violate any certificate of occupancy affecting the Facility, result in closure of the
Business conducted at the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if applicable),
bed rights or other similar certificate or license. All inspection fees, costs and charges associated with a change of such licensure or
certification shall be borne solely by Landlord. Notwithstanding the foregoing or any other language to the contrary in this Lease, the
parties understand and agree that certain deficiencies or situations of non-compliance with various regulatory requirements are likely to
occur from time to time in the normal course of business. Such occurrences will not constitute a breach or default by Tenant under this
Lease provided that: (i) Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or situations of non-
compliance and effectuates such cure to the extent the same can be practicably accomplished; (ii) the occurrences do not otherwise
result in the loss of Tenant’s ability to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with respect to the
non-payment of Rent.
 

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.

(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii)
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keep and maintain all Landlord and Tenant Personal Property in good condition, ordinary wear and tear excepted, and repair and
replace such property consistent with prudent industry practice as required under this Lease.

(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.

(c) Landlord Investment.

i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or enforcement of existing regulations (including any life safety, fire code or other laws
or regulations) which necessitates repairs, renovations or other improvements to the Facility (each a “Required Improvement”
and collectively, the “Required Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum
of $50,000.00 in any Lease Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord
shall pay the amount exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay
the Annual Yield on the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(d) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such Licensing Survey Deficiency (and
Tenant shall have no obligation to pay the Annual Yield on such amount).

(e) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).
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(f) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects (each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall
obtain Landlord’s prior written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s
sole discretion. As a condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to
Landlord a written request describing in detail the Capital Improvement Project(s) for which funding is sought and such information
concerning the details, plans, specifications, scope, cost and payment of such Capital Improvement Projects as required by Landlord
including, without limitation, such lien waivers and releases from all parties furnishing materials and/or services for the Capital
Improvement Projects and such other documents as Facility Mortgagee may require. Upon approval of the specified Capital
Improvement Project by Landlord in its sole discretion and the completion and documentation of any such Capital Improvement
Project by Tenant, monthly Rent shall increase in accordance with the terms and conditions of Section 3.3 above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan, remedy any such problem to the satisfaction of Landlord and all applicable
governmental authorities, in accordance with all Hazardous Materials Laws and good business practices. During the Term, Tenant
shall immediately advise Landlord in writing of: (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b)
any Hazardous Materials Claims against Tenant or any portion of the Premises; (c) any remedial action taken by Tenant in response to
any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any
Hazardous Materials Laws; (d) Tenant’s discovery of any occurrence or condition on or in the vicinity of any portion of the Premises
that materially increase the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to
or from Tenant, any governmental authority or any
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other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any portion of the Premises,
including copies thereof. Landlord shall have the right, and except for any items noted on Exhibit “D” at Tenant’s sole cost and
expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and with counsel chosen by Landlord, to join
and participate in, as a party if it so elects, any legal proceedings or actions initiated in connection with any Hazardous Materials
Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there are not pending claims or causes of action
arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii) to Landlord’s knowledge, no
Environmental Activities in violation of any Hazardous Materials Laws have occurred prior to the Commencement Date which have
not been remedied in full. Notwithstanding anything to the contrary contained herein, in no event shall Tenant be responsible for
conditions of the Premises in existence prior to the Commencement Date, and, if required by law, Landlord hereby agrees to remedy
any such actual or suspected problem through the removal of Hazardous Materials at Landlord’s sole cost and expense.

10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime Landlord’s waiver of any statutory landlord’s
lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the
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Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such reports as are delivered
pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc., be subject to any
particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other information from
Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and information within ten (10)
days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to
perform this Lease within the state where the Facility is located; and (c) neither this Lease nor any other document executed or to be
executed in connection herewith violates the terms of any other agreement of such party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The
occurrence of any of the following events will constitute an “Event of Default” on the part of Tenant, and there shall be no cure period
therefor except as otherwise expressly provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer of all or any portion of any
certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;
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(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;

(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;
(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit

in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5) business days of such
appointment Tenant does not inform Landlord in writing that it intends to cause such appointment to be discharged or such discharge is
not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by Tenant of a
voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s
relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within five (5) business days of
such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and
such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.

14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including the acceleration of all Rent which would have accrued after such termination and all
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obligations and liabilities of Tenant under this Lease which survive the termination of the Term; (b) enter upon any portion of the
Premises, terminate this Lease, dispossess Tenant from the Premises through appropriate legal procedures and/or collect money
damages by reason of Tenant’s breach including the acceleration of all Rent which would have accrued after such termination and all
obligations and liabilities of Tenant under this Lease which survive the termination of the Term; (c) elect to leave this Lease in place
and sue for Rent and other money damages as the same come due; and (d) (after repossession of the Premises pursuant to clause (b)
above and whether or not this Lease has been terminated) relet any portion of the Premises to such tenant(s), for such term(s) (which
may be greater or less than the remaining balance of the Term), rent, conditions (which may include concessions or free rent) and uses
as it may determine in its sole discretion and collect and receive any rents payable by reason of such reletting.
 

2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and Tenant’s
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing signed
by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord’s written
demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Facility to Landlord or its designee,
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and (c) all patient charts and resident records along with appropriate resident consents if necessary and copies of all of its books and
records relating to the Business and the Premises. Accordingly, except as required to secure accounts receivable financing with respect
to the Facility, Tenant shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or grant any security
interest or any other interest in and to the licenses, permits or certifications relating to the Business or the Premises (except as may be
required in connection with any Tenant Financing) nor shall Tenant commit or omit any act that would jeopardize the Business or any
licensure or certification of the Facility. Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining all
necessary licenses and certifications for Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer of
the Business, Facility licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to
Landlord or its designee. Subject to all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all rights to
operate the Facility to Landlord or its designee, including all required licenses and permits and all rights to apply for or otherwise
obtain them, and all other nonproprietary Tenant Intangible Property relating to any portion of the Premises. Notwithstanding the
foregoing or any other language to the contrary in this Lease, Tenant shall not be obligated to assign (i) any national service contracts
or other national vendor arrangements that apply to facilities other than the Facility, (ii) any proprietary or licensed software, computer
programs or hardware, discs and/or similar technology personal to Tenant, (iii) Tenant’s employee pagers, manuals, training materials,
policies, procedures and materials relating to the Facility, (iv) Tenant’s marketing studies, analysis and similar materials related to
Tenant’s business conducted at the Premises and the market and potential market therefor, or (v) any proprietary marks, trade names or
other intellectual property of Tenant and/or its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any
Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or its designee, manage and operate the Business on a triple net basis, and shall be entitled to
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all revenues of the Business during such period, and to use any and all licenses, certifications or provider agreements issued to Tenant
by any federal, state or other governmental authority for operation of the Business, if permitted by any such governmental authority, at
no additional cost or liability to Tenant; provided that Landlord hereby agrees to indemnify and hold harmless Tenant against any
losses, claims or damages resulting from Landlord’s or its designees use of Tenant’s license or provider agreements during such period.
Tenant shall not commit any act or be remiss in the undertaking of any act that would jeopardize any licensure or certification of the
Facility, and Tenant shall comply with all requests for an orderly transfer of any and all Facility and other licenses, Medicare and
Medicaid certifications and possession of the Premises at the time of any such surrender. If Landlord or its designee exercises the right
described above in this Section, the provisions of this Section shall be self-operative and shall constitute a management agreement
between Tenant, on the one hand, and Landlord or its designee, on the other hand, on the terms set forth above; provided, however,
that upon the request of Landlord or its designee, the parties shall negotiate and enter into a separate management agreement on the
terms set forth herein and to the extent on such other terms and provisions as may be reasonably agreed to by Landlord or its designee
and Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional charges
accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein shall
constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall anything
contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.

1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents, regardless as to whether the
disclosure is inadvertent or otherwise, discovers any PHI,
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Landlord agrees to take reasonable steps to maintain and to require its Agents to maintain, the privacy and confidentiality of such PHI.
The parties agree that the foregoing does not create, and is not intended to create, a “business associate” relationship between the
parties as that term is defined by the Privacy Standards. “Protected health information” or “PHI” shall have the meaning defined by the
Standards for Privacy of Individually Identifiable Health Information, 45 C.F.R. Part 160 and Subparts A and E of Part 164 (the
“Privacy Standards”), as promulgated by the Department of Health and Human Services (“HHS”) pursuant to HIPAA. As used in
this Lease, “Agents” means such party’s agents, contractors, subcontractors, directors, officers and employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder shall not be
disturbed if any such Person takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord under the
Prime Lease, Tenant shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize
such successor as Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility Mortgagee
and Landlord executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment agreement.
Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent, which shall
not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section 16.2 or
elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts receivable
financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility Mortgagee in form
and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.
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17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant’s
assets in lieu thereof shall be deemed an assignment or other transfer of this Lease. Notwithstanding the foregoing, Tenant may,
without Landlord’s prior written consent, assign this Lease or sublet the Premises or any portion thereof to an Affiliate of Tenant if all
of the following are first satisfied: (w) such Affiliate fully assumes Tenant’s obligations hereunder; (x) Tenant remains fully liable
hereunder; (y) the use of the applicable portion of the Premises remains unchanged; and (z) Landlord in its reasonable discretion shall
have approved the form and content of all documents for such assignment or sublease and received an executed counterpart thereof.
For the absence of doubt, Tenant shall be permitted to enter into a management agreement with an Affiliate of Tenant without
obtaining Landlord’s consent thereto.

18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Tenant. Except as expressly provided
in the last sentence of this Section 18, Tenant shall not have any right under this Lease, and hereby waives all rights under applicable
law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured Casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to reimburse Tenant and Landlord
does not agree to reimburse Tenant up to the amount of such insurance proceeds in the event of a Casualty that renders the Facility
unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease and remove the Facility from the Portfolio. Upon
the removal of the Facility from the Portfolio, this Lease shall be of no further force or affect, except for any obligations or liability of
any party hereunder that accrued on or prior to the date of the Casualty. In the event of a Casualty that does not render the Facility
unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same condition as existed immediately before the
partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be reduced on a pro rata basis based upon the
number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility resulting from
such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking.
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If during the Term all or substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or
condemned by any competent public or quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election
made within thirty (30) days of the effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio
effective as of the effective date of such termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as
the resulting diminution in Fair Market Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value
on the effective date of a Partial Taking shall be as established pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and
retain any award for a taking or condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its
own claim in the event of any such taking or condemnation with respect to the value of Tenant’s leasehold interest in any portion of the
Premises and/or the relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or
substantially all of the Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent
due under this Lease shall be not be abated during the period of such temporary taking.

20. Indemnification.

1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental Activities on any portion of the Premises by Tenant, Hazardous Materials
Claims caused by Tenant or violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises (which
occurred on or after the Commencement Date), and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical matter identified by and any liability assessed or asserted by, any governmental agency or Medicare or Medicaid providers as
a result of or arising out or in connection with this Lease or the related change in ownership inspection and audit (including any
overpayment to any Medicare, Medicaid or other third party payor). Tenant, at its expense, shall contest, resist and defend any such
claim, action or proceeding asserted or instituted against Landlord or any Landlord Indemnified Parties with counsel acceptable to
Landlord and shall not, under any circumstances, compromise or otherwise dispose of any suit, action or proceeding without obtaining
Landlord’s written consent. Landlord, at its election and sole cost and expense, shall have the right, but not the obligation, to participate
in the defense of any claim for which Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act
promptly and completely to satisfy its obligations hereunder, Landlord may resist and defend any such claims or causes of action
against Landlord or any Landlord Indemnified Party at Tenant’s sole cost.
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2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs, or otherwise; (iii)
for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY PORTION OF THE PREMISES,
OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY
REMEDY.

22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or
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the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a party
shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set forth in
Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either telephonically
or via e-mail to the following addresses:

If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.

(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain obligations on the “borrower” or other counterparty thereunder to comply with or cause
the operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility. Accordingly, and notwithstanding anything contained in this Lease to the
contrary, Tenant agrees to comply with those certain Facility Mortgage Document covenants as more specifically set forth on Exhibit
“H” attached hereto and made a part hereof, for so long as any Facility Mortgage encumbers the Premises or any portion thereof or
interest therein. Tenant agrees that the requirements, expressly including, without limitation, insurance, affirmative financial, occupancy
or other performance requirements or covenants, set forth on Exhibit “H” shall prevail to the extent of any conflict with any other
express term of this Lease. If Landlord enters into any new Facility Mortgage that would result in a change to the requirements on
Exhibit “H” or that would otherwise conflict with the terms and provisions of this Lease, the parties agree to cooperate to amend this
Lease to so reflect such new requirements, provided that Landlord and Tenant shall not agree to any changes that would materially or
adversely impact Tenant’s operation of the Facility pursuant to the terms of this Lease, including with respect to Tenant’s insurance or
other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.
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25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant as such obligations
arise and if Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the
Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless
continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the
delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or
federal holiday, then such period or date shall be extended until the immediately following business day. Whenever the words
“including”, “include” or “includes” are used in this Lease, they shall be interpreted in a non-exclusive manner as though the words
“without limitation” immediately followed. Whenever the words day or days are used in this Lease, they shall mean “calendar day” or
“calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of reference only
and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to any
“Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached
hereto or to “Medicare” or “Medicaid” include any successor program. If more than one Person is Tenant hereunder, their liability and
obligations hereunder shall be joint and several. Promptly upon the request of either party and at its expense, the parties shall prepare,
enter into and record a suitable short form memorandum of this Lease. This Lease (a) contains the entire agreement of the parties
(together with the Transfer Agreement) as to the subject matter hereof and supersedes all prior or contemporaneous verbal or written
agreements or understandings, (b) may be executed in several counterparts, each of which shall be deemed an original, but all of which
shall constitute one and the same document, (c) may only be amended by a writing executed by the parties, (d) shall inure to the benefit
of and be binding upon the successors and permitted assigns of the parties, (e) shall be governed by and construed and enforced in
accordance with the internal laws of the State of Arkansas, and (f) incorporates by this reference any Exhibits and Schedules attached
hereto.

26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.
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27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.

28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

VALLEY RIVER PROPERTY HOLDINGS, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

        

LANDLORD:

VALLEY RIVER NURSING, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

TENANT:

HIGHLANDS OF FORT SMITH, LLC,
a Delaware limited liability company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 5301 Wheeler Avenue, Fort Smith, Arkansas 72901

The West Half of the South Half of the North Half of the Northeast Quarter of the Southeast Quarter of Section 32, Township 8 North,
Range 32 West, Fort Smith District, Sebastian County, Arkansas and all that part described as beginning at the Southwest corner of the
above described tract; thence South 62.00 feet; thence East 630.00 feet; thence North 62.00 feet; thence West 630.00 feet to the point
of beginning.

Exhibit A-1
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.

Exhibit A-2
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or
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substances that are listed in the United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended
from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.

Exhibit B
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS

Exhibit C
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250
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West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com]) Thirty (30) days after the end of each calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com)
Thirty-Five (35) days after the end of each of the first
three quarters of the fiscal year of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of
Tenant audited by a reputable certified public accounting firm (via e-mail to financials@nhp-
reit.com)

Seventy-Five (75) days after the fiscal year end of
Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection
and other reports received by Tenant as to any portion of the Premises and any portion of the
Business, including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute
or regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the
Premises, the operation of any portion of the Business or the ability to admit residents or
patients; or
(3)any violation of any other permit, approval or certification in connection with any
portion of the Premises or any portion of the Business, by any federal, state or local
authority, including Medicare or Medicaid. Two (2) business days after  receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:

a. that it is the owner of the Property;
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b. that the Prime Lease is unmodified and is in full force and effect; and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or canceled except by an agreement in writing executed by the party against whom
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enforcement of such modification, change, waiver or cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the other provisions hereof or the application thereof to any other
person and the same shall remain in full force and effect.

9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]

Exhibit I

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



    
IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]
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EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description

Exhibit I
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF
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EXHIBIT 10.367

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among PARK HERITAGE PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime Landlord”),
PARK HERITAGE NURSING, LLC , a Georgia limited liability company (“Landlord”) and HIGHLANDS OF ROGERS
DIXIELAND, LLC, a Delaware limited liability company (“Tenant”), for the improved real property described on Exhibit “A-1”
(the “Facility”), and the “Landlord Personal Property” associated therewith described on Exhibit “A-2” (the Landlord Personal
Property together with the Facility, being collectively the “Premises”), which are used as a licensed healthcare facility of the type
described on Schedule 1 (the “Business”). Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of September 1, 2011 (the “Prime
Lease”), pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

726695
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A
“Lease Year” is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during
each year of the Term. Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the
“Initial Term” commences on March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full
calendar month thereafter. The Term may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal
Term”) if: (a) at least one-hundred eighty (180) days prior to the end of the Initial Term, Tenant delivers to Landlord a
“Renewal Notice” indicating that Tenant desires to exercise its right to extend this Lease for the Renewal Term; (b) there is no
then uncured Event of Default (as defined in Section 13 below) (i) as of the date Landlord receives the Renewal Notice (the
“Exercise Date”), or (ii) on the last day of the Initial Term; and (c) all Related Lease Affiliates concurrently deliver appropriate
Renewal Notices exercising the renewal options for all Related Leases. For purposes hereof, “Termination Date” shall mean
the last day of the Initial Term or the Renewal Term (if any) or the earlier date on which this Lease may be terminated as
provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended automatically to the last day of the
Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of
this Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or
in part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and
other approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March
1, 2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to
this Lease.

2. Tenant’s Conditions Precedent . The duties and obligations of Tenant pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by
Tenant in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;
(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and

other approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March
1, 2015;

                            2
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(c) Approval of this Lease by the Facility Mortgagee;

(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement
in form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I
attached hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this
Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to Fifty
Thousand and 00/100 Dollars ($50,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent” shall be equal
to one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).

4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid by
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Tenant. Except as expressly set forth herein and in the Transfer Agreement, (i) Tenant shall continue to perform its obligations under
this Lease even if Tenant claims it has been damaged by Landlord, (ii) Tenant shall at all times remain obligated under this Lease
without any right of set-off, counterclaim, abatement, deduction, reduction or defense of any kind (except as set forth in Sections 18
and 19 below) and (iii) Tenant’s sole right to recover damages against Landlord under this Lease shall be to prove such damages in a
separate action. Pursuant to the Transfer Agreement, and notwithstanding anything herein to the contrary, Landlord and Tenant
acknowledge and agree that Tenant may offset any recoupment of Medicare, Medicaid, or any other Losses (as that term is defined in
the Transfer Agreement) against Rent; provided, that Tenant shall promptly notify Landlord of the offset and the reason therefor.
Notwithstanding anything herein to the contrary, Landlord and Tenant hereby acknowledge and agree that Tenant’s obligations
hereunder shall be conditioned upon the Prime Lease continuing to be in full force and effect for the Term of this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord
shall assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and provide Tenant with a copy of same. Tenant agrees that it will not assign
or encumber or attempt to assign
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or encumber the Security Deposit. Landlord, its successors and assigns shall return the Security Deposit (within ten (10) business days
following the Termination Date) to the last tenant in possession of the Premises at the last address for which Notice is to be given by
such tenant and Landlord thereafter shall be relieved of any liability therefor, regardless of one or more assignments of this Lease or
any such actual or attempted assignment or encumbrances of the Security Deposit.

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior to the
Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be promptly
paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section 9.1), by appropriate proceedings sufficient to prevent its collection or other realization and
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the sale, forfeiture or loss of any portion of the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable
security to assure the foregoing). Tenant shall diligently prosecute any such Protest at its sole cost and expense and pay such Taxes,
Other Charges or Lien. Landlord and Prime Landlord shall cooperate fully in any Protest that involves an amount assessed against it.

2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be primary and provide that any insurance with respect to any portion of the Premises maintained by Landlord is
excess and noncontributing with Tenant’s insurance. The property policy(ies)
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shall also name the Landlord, Prime Landlord and Facility Mortgagee as loss payee. The parties hereby waive as to each other all
rights of subrogation which any insurance carrier, or either of them, may have by reason of any provision in any policy issued to them,
provided such waiver does not thereby invalidate such policy. Original policies or satisfactory insurer certificates evidencing the
existence of the insurance required by this Lease and showing the interest of Landlord and Facility Mortgagee shall be provided to
Landlord prior to the commencement of the Term or, for a renewal policy, not less than ten (10) days prior to the expiration date of the
insurance policy being renewed. If Landlord is provided with a certificate, it may demand that Tenant provide a complete copy of the
related policy within ten (10) days of policy issuance. Tenant shall be permitted to keep all insurance required hereunder under blanket
policies covering the Premises and other facilities owned or operated by Tenant or its Affiliates. During the Term, Tenant shall
maintain the following insurance and any claims thereunder shall be adjudicated by and at the expense of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard “all risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such
requirements with the Facility Mortgagee), but in no event greater than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate,
naming Landlord as additional insured;
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(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee
(and Landlord agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as an additional insured. If such coverage is
purchased on a claims made basis, Tenant must show proof of the ability to purchase tail coverage to last through the statute of
limitations, upon the Termination Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for
injuries sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent
with all applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Business conducted thereon and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements,
including timely filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that
the Facility continues to be certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is
returned to Landlord, all without any suspension, revocation, decertification or other material limitation. Further, Tenant shall not
commit any act or omission that would in any material way violate any certificate of occupancy affecting the Facility, result in closure
of the Business conducted at the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if
applicable), bed rights or other similar certificate or
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license. All inspection fees, costs and charges associated with a change of such licensure or certification shall be borne solely by
Landlord. Notwithstanding the foregoing or any other language to the contrary in this Lease, the parties understand and agree that
certain deficiencies or situations of non-compliance with various regulatory requirements are likely to occur from time to time in the
normal course of business. Such occurrences will not constitute a breach or default by Tenant under this Lease provided that: (i)
Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or situations of non-compliance and
effectuates such cure to the extent the same can be practicably accomplished; (ii) the occurrences do not otherwise result in the loss of
Tenant’s ability to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with respect to the non-payment of
Rent.
  

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.

(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii) keep and maintain all Landlord and Tenant Personal Property in good condition,
ordinary wear and tear excepted, and repair and replace such property consistent with prudent industry practice as required under this
Lease.
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(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.

(c) Landlord Investment.

i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or enforcement of existing regulations (including any life safety, fire code or other laws
or regulations) which necessitates repairs, renovations or other improvements to the Facility (each a “Required Improvement”
and collectively, the “Required Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum
of $50,000.00 in any Lease Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord
shall pay the amount exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay
the Annual Yield on the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(d) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such Licensing Survey Deficiency (and
Tenant shall have no obligation to pay the Annual Yield on such amount).

(e) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).

(f) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects
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(each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall obtain Landlord’s prior
written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s sole discretion. As a
condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to Landlord a written
request describing in detail the Capital Improvement Project(s) for which funding is sought and such information concerning the
details, plans, specifications, scope, cost and payment of such Capital Improvement Projects as required by Landlord including,
without limitation, such lien waivers and releases from all parties furnishing materials and/or services for the Capital Improvement
Projects and such other documents as Facility Mortgagee may require. Upon approval of the specified Capital Improvement Project by
Landlord in its sole discretion and the completion and documentation of any such Capital Improvement Project by Tenant, monthly
Rent shall increase in accordance with the terms and conditions of Section 3.3 above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan, remedy any such problem to the satisfaction of Landlord and all applicable
governmental authorities, in accordance with all Hazardous Materials Laws and good business practices. During the Term, Tenant
shall immediately advise Landlord in writing of: (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b)
any Hazardous Materials Claims against Tenant or any portion of the Premises; (c) any remedial action taken by Tenant in response to
any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any
Hazardous Materials Laws; (d) Tenant’s discovery of any occurrence or condition on or in the vicinity of any portion of the Premises
that materially increase the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to
or from Tenant, any governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims
with respect to any portion of the Premises, including copies thereof. Landlord shall have the right, and except for any items noted on
Exhibit “D” at Tenant’s sole cost and expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and
with
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counsel chosen by Landlord, to join and participate in, as a party if it so elects, any legal proceedings or actions initiated in connection
with any Hazardous Materials Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there are not
pending claims or causes of action arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii) to
Landlord’s knowledge, no Environmental Activities in violation of any Hazardous Materials Laws have occurred prior to the
Commencement Date which have not been remedied in full. Notwithstanding anything to the contrary contained herein, in no event
shall Tenant be responsible for conditions of the Premises in existence prior to the Commencement Date, and, if required by law,
Landlord hereby agrees to remedy any such actual or suspected problem through the removal of Hazardous Materials at Landlord’s
sole cost and expense.

10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime Landlord’s waiver of any statutory landlord’s
lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such
reports as are delivered pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc.,
be subject to any particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other
information
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from Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and information within
ten (10) days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to
perform this Lease within the state where the Facility is located; and (c) neither this Lease nor any other document executed or to be
executed in connection herewith violates the terms of any other agreement of such party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The
occurrence of any of the following events will constitute an “Event of Default” on the part of Tenant, and there shall be no cure period
therefor except as otherwise expressly provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer of all or any portion of any
certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;

(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;
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(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;
(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit

in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5) business days of such
appointment Tenant does not inform Landlord in writing that it intends to cause such appointment to be discharged or such discharge is
not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by Tenant of a
voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s
relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within five (5) business days of
such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and
such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.

14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (b) enter upon any portion of the Premises, terminate this Lease,
dispossess Tenant from the Premises through appropriate legal procedures and/or collect money damages by reason of Tenant’s
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breach including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of
Tenant under this Lease which survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other
money damages as the same come due; and (d) (after repossession of the Premises pursuant to clause (b) above and whether or not this
Lease has been terminated) relet any portion of the Premises to such tenant(s), for such term(s) (which may be greater or less than the
remaining balance of the Term), rent, conditions (which may include concessions or free rent) and uses as it may determine in its sole
discretion and collect and receive any rents payable by reason of such reletting.

2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and Tenant’s
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing signed
by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord’s written
demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Facility to Landlord or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Business and the Premises. Accordingly, except as required to secure accounts receivable financing with respect to the Facility,
Tenant shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or
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grant any security interest or any other interest in and to the licenses, permits or certifications relating to the Business or the Premises
(except as may be required in connection with any Tenant Financing) nor shall Tenant commit or omit any act that would jeopardize
the Business or any licensure or certification of the Facility. Tenant shall cooperate fully with Landlord or its designee in transferring or
obtaining all necessary licenses and certifications for Landlord or its designee, and Tenant shall comply with all requests for an orderly
transfer of the Business, Facility licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the
Premises to Landlord or its designee. Subject to all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all
rights to operate the Facility to Landlord or its designee, including all required licenses and permits and all rights to apply for or
otherwise obtain them, and all other nonproprietary Tenant Intangible Property relating to any portion of the Premises.
Notwithstanding the foregoing or any other language to the contrary in this Lease, Tenant shall not be obligated to assign (i) any
national service contracts or other national vendor arrangements that apply to facilities other than the Facility, (ii) any proprietary or
licensed software, computer programs or hardware, discs and/or similar technology personal to Tenant, (iii) Tenant’s employee pagers,
manuals, training materials, policies, procedures and materials relating to the Facility, (iv) Tenant’s marketing studies, analysis and
similar materials related to Tenant’s business conducted at the Premises and the market and potential market therefor, or (v) any
proprietary marks, trade names or other intellectual property of Tenant and/or its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any
Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or its designee, manage and operate the Business on a triple net basis, and shall be entitled to all revenues of the Business during such
period, and to use any and all licenses, certifications or provider agreements issued to Tenant by any federal, state or other
governmental authority for operation of the Business, if permitted by any such governmental authority, at no additional cost or liability
to Tenant; provided that Landlord hereby agrees to indemnify and hold
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harmless Tenant against any losses, claims or damages resulting from Landlord’s or its designees use of Tenant’s license or provider
agreements during such period. Tenant shall not commit any act or be remiss in the undertaking of any act that would jeopardize any
licensure or certification of the Facility, and Tenant shall comply with all requests for an orderly transfer of any and all Facility and
other licenses, Medicare and Medicaid certifications and possession of the Premises at the time of any such surrender. If Landlord or its
designee exercises the right described above in this Section, the provisions of this Section shall be self-operative and shall constitute a
management agreement between Tenant, on the one hand, and Landlord or its designee, on the other hand, on the terms set forth
above; provided, however, that upon the request of Landlord or its designee, the parties shall negotiate and enter into a separate
management agreement on the terms set forth herein and to the extent on such other terms and provisions as may be reasonably agreed
to by Landlord or its designee and Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional charges
accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein shall
constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall anything
contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.

1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents, regardless as to whether the
disclosure is inadvertent or otherwise, discovers any PHI, Landlord agrees to take reasonable steps to maintain and to require its
Agents to maintain, the privacy and confidentiality of such PHI. The parties agree that the foregoing does not create, and is not
intended to create, a “business associate” relationship between the parties as that term is defined by the Privacy Standards. “Protected
health information” or “PHI”
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shall have the meaning defined by the Standards for Privacy of Individually Identifiable Health Information, 45 C.F.R. Part 160 and
Subparts A and E of Part 164 (the “Privacy Standards”), as promulgated by the Department of Health and Human Services (“HHS”)
pursuant to HIPAA. As used in this Lease, “Agents” means such party’s agents, contractors, subcontractors, directors, officers and
employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder shall not be
disturbed if any such Person takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord under the
Prime Lease, Tenant shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize
such successor as Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility Mortgagee
and Landlord executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment agreement.
Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent, which shall
not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section 16.2 or
elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts receivable
financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility Mortgagee in form
and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in
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Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant’s assets in lieu thereof shall be deemed
an assignment or other transfer of this Lease. Notwithstanding the foregoing, Tenant may, without Landlord’s prior written consent,
assign this Lease or sublet the Premises or any portion thereof to an Affiliate of Tenant if all of the following are first satisfied: (w) such
Affiliate fully assumes Tenant’s obligations hereunder; (x) Tenant remains fully liable hereunder; (y) the use of the applicable portion
of the Premises remains unchanged; and (z) Landlord in its reasonable discretion shall have approved the form and content of all
documents for such assignment or sublease and received an executed counterpart thereof. For the absence of doubt, Tenant shall be
permitted to enter into a management agreement with an Affiliate of Tenant without obtaining Landlord’s consent thereto.

18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Tenant. Except as expressly provided
in the last sentence of this Section 18, Tenant shall not have any right under this Lease, and hereby waives all rights under applicable
law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured Casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to reimburse Tenant and Landlord
does not agree to reimburse Tenant up to the amount of such insurance proceeds in the event of a Casualty that renders the Facility
unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease and remove the Facility from the Portfolio. Upon
the removal of the Facility from the Portfolio, this Lease shall be of no further force or affect, except for any obligations or liability of
any party hereunder that accrued on or prior to the date of the Casualty. In the event of a Casualty that does not render the Facility
unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same condition as existed immediately before the
partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be reduced on a pro rata basis based upon the
number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility resulting from
such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking. If during the Term all or
substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or condemned by any
competent public or quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty
(30) days of the effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio effective as of the
effective date of such termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting
diminution
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in Fair Market Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a
Partial Taking shall be as established pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and retain any award for a
taking or condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its own claim in the event
of any such taking or condemnation with respect to the value of Tenant’s leasehold interest in any portion of the Premises and/or the
relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or substantially all of the
Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent due under this Lease
shall be not be abated during the period of such temporary taking.

20. Indemnification.

1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental Activities on any portion of the Premises by Tenant, Hazardous Materials
Claims caused by Tenant or violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises (which
occurred on or after the Commencement Date), and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical matter identified by and any liability assessed or asserted by, any governmental agency or Medicare or Medicaid providers as
a result of or arising out or in connection with this Lease or the related change in ownership inspection and audit (including any
overpayment to any Medicare, Medicaid or other third party payor). Tenant, at its expense, shall contest, resist and defend any such
claim, action or proceeding asserted or instituted against Landlord or any Landlord Indemnified Parties with counsel acceptable to
Landlord and shall not, under any circumstances, compromise or otherwise dispose of any suit, action or proceeding without obtaining
Landlord’s written consent. Landlord, at its election and sole cost and expense, shall have the right, but not the obligation, to participate
in the defense of any claim for which Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act
promptly and completely to satisfy its obligations hereunder, Landlord may resist and defend any such claims or causes of action
against Landlord or any Landlord Indemnified Party at Tenant’s sole cost.
 

2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs,
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or otherwise; (iii) for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY PORTION OF THE PREMISES,
OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY
REMEDY.

22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a
party shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set
forth in Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either
telephonically or via e-mail to the following addresses:
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If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.

(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain obligations on the “borrower” or other counterparty thereunder to comply with or cause
the operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility. Accordingly, and notwithstanding anything contained in this Lease to the
contrary, Tenant agrees to comply with those certain Facility Mortgage Document covenants as more specifically set forth on Exhibit
“H” attached hereto and made a part hereof, for so long as any Facility Mortgage encumbers the Premises or any portion thereof or
interest therein. Tenant agrees that the requirements, expressly including, without limitation, insurance, affirmative financial, occupancy
or other performance requirements or covenants, set forth on Exhibit “H” shall prevail to the extent of any conflict with any other
express term of this Lease. If Landlord enters into any new Facility Mortgage that would result in a change to the requirements on
Exhibit “H” or that would otherwise conflict with the terms and provisions of this Lease, the parties agree to cooperate to amend this
Lease to so reflect such new requirements, provided that Landlord and Tenant shall not agree to any changes that would materially or
adversely impact Tenant’s operation of the Facility pursuant to the terms of this Lease, including with respect to Tenant’s insurance or
other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.

25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such
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portion shall be held by Landlord to pay the future obligations of Tenant as such obligations arise and if Tenant discharges and
performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the Termination Date. If any part of
this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless continue in full force and effect. Time is
of the essence, and whenever action must be taken (including the giving of notice or the delivery of documents) hereunder during a
certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or federal holiday, then such period or date
shall be extended until the immediately following business day. Whenever the words “including”, “include” or “includes” are used in
this Lease, they shall be interpreted in a non-exclusive manner as though the words “without limitation” immediately followed.
Whenever the words day or days are used in this Lease, they shall mean “calendar day” or “calendar days” unless expressly provided
to the contrary. The titles and headings in this Lease are for convenience of reference only and shall not in any way affect the meaning
or construction of any provision. Unless otherwise expressly provided, references to any “Section” mean a section of this Lease
(including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached hereto or to “Medicare” or “Medicaid”
include any successor program. If more than one Person is Tenant hereunder, their liability and obligations hereunder shall be joint and
several. Promptly upon the request of either party and at its expense, the parties shall prepare, enter into and record a suitable short
form memorandum of this Lease. This Lease (a) contains the entire agreement of the parties (together with the Transfer Agreement) as
to the subject matter hereof and supersedes all prior or contemporaneous verbal or written agreements or understandings, (b) may be
executed in several counterparts, each of which shall be deemed an original, but all of which shall constitute one and the same
document, (c) may only be amended by a writing executed by the parties, (d) shall inure to the benefit of and be binding upon the
successors and permitted assigns of the parties, (e) shall be governed by and construed and enforced in accordance with the internal
laws of the State of Arkansas, and (f) incorporates by this reference any Exhibits and Schedules attached hereto.

26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.

27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.
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28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

PARK HERITAGE PROPERTY HOLDINGS, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

LANDLORD:

PARK HERITAGE NURSING, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

TENANT:

HIGHLANDS OF ROGERS DIXIELAND, LLC, a Delaware limited liability
company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 1513 S. Dixieland Road, Rogers, Arkansas 72758

A part of Tract 3 of Robert Callaghan's Subdivision of the SW/4 of the NE/4 of Section 14, Township 19 North, Range 30W, Rogers,
Arkansas, described as beginning South 89° 18' 12" East 196.06 feet from the SW corner of the said SW/4 of the NE/4, being on the
centerline of Olrich Street, thence North 00° 10' 51" West 176.95 feet; thence South 89° 13' 49" East 133.94 feet; thence South 00° 10'
51" East 176.78 feet to said centerline; thence North 89° 18' 19" West 133.93 along said centerline to the place of beginning.

Also, a part of Tract 3 in Robert Callaghan's Subdivision to the City of Rogers, Arkansas, described as follows: Beginning at the SW
corner of the SW/4 of the NE/4 of Section 14, Township 19 North, Range 30 West, running thence North 00° 10' 51" West 177.20
feet along the centerline of Dixieland Road; thence South 89° 13' 49" East 196.06 feet; thence South 00° 10' 51" East 176.95 feet to
the centerline of Olrich Street; thence North 89° 18' 12" West 196.06 feet along said centerline to the point of Beginning. Both subject
to the right of way of said street.

Also, a part of the SW/4 of the NE/4 of Section 14, Township 19 North, Range 30 West, described as follows: From the NW corner of
the said SW/4 of the NE/4, thence South 00° 38' East 775 feet along the centerline of Dixieland Road to the point of beginning; thence
South 00° 38' East 19 feet along said centerline; thence East 330 feet; thence North 00° 38' West 19 feet to the South right-of-way of
Gum Street; thence West 330 feet along said right-of-way to the point of beginning.

Also, a part of the SW-1/4 of the NE-14 of Section 14, Township 19 North, Range 30 West, being more particularly described as
follows: Beginning at the NW corner of Tract 3, Robert Callaghan's Subdivision to the City of Rogers, Arkansas, thence Southerly
along the centerline of Dixieland Road, approximately 356.8 feet to a point which is North 00° 10' 51" West 177.20 feet from the SW
corner of the SW-1/4 of the NE-14 of said Section 14; thence South 89° 13' 49" East approximately 330 feet to the East line of said
Tract 3; thence North 00° 38' West approximately 356.47 feet to a point which is South 00° 38' East from the NW corner of Lot 1,
Block 4, Weber's Addition to the City of Rogers, Arkansas; thence Westerly along the North line of said Tract 3, Robert Callaghan's
Subdivision to the point of beginning.

Less and Except from the above Legal Descriptions: A Part of tract #3 of Robert Callaghan's Subdivision, located in a part of the SW
1/4 of the NE 1/4 of Section 14, Township 19 North range 30 West in Rogers, Benton County, Arkansas, more precisely described as
follows: Starting at the SW corner of the SW 1/4 of the NE 1/4 of Section 14, also known as the SW corner of Tract #3 of Robert
Callaghan's Subdivision; Thence South 86 Degrees 48 Minutes 16 Seconds East, 176.37 Feet to the True Point of Beginning; Thence
North 2 degrees 38 minutes 31 seconds East, 176.37 Feet to the True Point of Beginning; Thence North 2 degrees
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38 minutes 31 seconds East, 176.97 Feet, Thence South 86 degrees 43 minutes 45 seconds
East, 152.63 Feet, Thence South 02 degrees 19 minutes 12 seconds West, 176.78 feet, Thence North 86 degrees 48 minutes 16
seconds West, 153.62 feet to the True Point of Beginning, subject to the Right of Way of Dixieland road and West Olrich Streets.
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or substances that are listed in the
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United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250
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West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com]) Thirty (30) days after the end of each calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com)
Thirty-Five (35) days after the end of each of the first
three quarters of the fiscal year of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of
Tenant audited by a reputable certified public accounting firm (via e-mail to financials@nhp-
reit.com)

Seventy-Five (75) days after the fiscal year end of
Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection
and other reports received by Tenant as to any portion of the Premises and any portion of the
Business, including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute
or regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the
Premises, the operation of any portion of the Business or the ability to admit residents or
patients; or
(3)any violation of any other permit, approval or certification in connection with any
portion of the Premises or any portion of the Business, by any federal, state or local
authority, including Medicare or Medicaid. Two (2) business days after receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



a. that it is the owner of the Property;

b. that the Prime Lease is unmodified and is in full force and effect; and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or canceled
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except by an agreement in writing executed by the party against whom enforcement of such modification, change, waiver or
cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the other provisions hereof or the application thereof to any other
person and the same shall remain in full force and effect.

9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]
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EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF
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EXHIBIT 10.368

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among HOMESTEAD PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime Landlord”),
HOMESTEAD NURSING, LLC, a Georgia limited liability company (“Landlord”) and HIGHLANDS OF STAMPS, LLC , a
Delaware limited liability company (“Tenant”), for the improved real property described on Exhibit “A-1” (the “Facility”), and the
“Landlord Personal Property” associated therewith described on Exhibit “A-2” (the Landlord Personal Property together with the
Facility, being collectively the “Premises”), which are used as a licensed healthcare facility of the type described on Schedule 1 (the
“Business”). Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of August 31, 2011 (the “ Prime
Lease”), pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

726690
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A “Lease Year”
is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during each year of the Term.
Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the “Initial Term” commences on
March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full calendar month thereafter. The Term
may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal Term”) if: (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term, Tenant delivers to Landlord a “Renewal Notice” indicating that Tenant desires to
exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (as defined in Section 13
below) (i) as of the date Landlord receives the Renewal Notice (the “Exercise Date”), or (ii) on the last day of the Initial Term; and (c)
all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising the renewal options for all Related Leases.
For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended
automatically to the last day of the Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or in
part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to this Lease.

2. Tenant’s Conditions Precedent. The duties and obligations of Tenant pursuant to the terms of this Lease are
and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by Tenant in
writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee;
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(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement in
form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I attached
hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to Forty
Thousand and 00/100 Dollars ($40,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent” shall be equal
to one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).

4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid by Tenant. Except as expressly
set forth herein and in the Transfer Agreement, (i) Tenant shall continue to perform its obligations under this Lease even if Tenant
claims it has been damaged
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by Landlord, (ii) Tenant shall at all times remain obligated under this Lease without any right of set-off, counterclaim, abatement,
deduction, reduction or defense of any kind (except as set forth in Sections 18 and 19 below) and (iii) Tenant’s sole right to recover
damages against Landlord under this Lease shall be to prove such damages in a separate action. Pursuant to the Transfer Agreement,
and notwithstanding anything herein to the contrary, Landlord and Tenant acknowledge and agree that Tenant may offset any
recoupment of Medicare, Medicaid, or any other Losses (as that term is defined in the Transfer Agreement) against Rent; provided, that
Tenant shall promptly notify Landlord of the offset and the reason therefor. Notwithstanding anything herein to the contrary, Landlord
and Tenant hereby acknowledge and agree that Tenant’s obligations hereunder shall be conditioned upon the Prime Lease continuing
to be in full force and effect for the Term of this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord
shall assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and provide Tenant with a copy of same. Tenant agrees that it will not assign
or encumber or attempt to assign or encumber the Security Deposit. Landlord, its successors and assigns shall return the Security
Deposit (within ten (10) business days following the Termination Date) to the last
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tenant in possession of the Premises at the last address for which Notice is to be given by such tenant and Landlord thereafter shall be
relieved of any liability therefor, regardless of one or more assignments of this Lease or any such actual or attempted assignment or
encumbrances of the Security Deposit.

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior to the
Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be promptly
paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section 9.1), by appropriate proceedings sufficient to prevent its collection or other realization and the sale, forfeiture or loss of any
portion of the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable security to assure the foregoing).
Tenant shall

                            5

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Landlord and Prime
Landlord shall cooperate fully in any Protest that involves an amount assessed against it.

2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be primary and provide that any insurance with respect to any portion of the Premises maintained by Landlord is
excess and noncontributing with Tenant’s insurance. The property policy(ies) shall also name the Landlord, Prime Landlord and
Facility Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any insurance carrier,
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or either of them, may have by reason of any provision in any policy issued to them, provided such waiver does not thereby invalidate
such policy. Original policies or satisfactory insurer certificates evidencing the existence of the insurance required by this Lease and
showing the interest of Landlord and Facility Mortgagee shall be provided to Landlord prior to the commencement of the Term or, for
a renewal policy, not less than ten (10) days prior to the expiration date of the insurance policy being renewed. If Landlord is provided
with a certificate, it may demand that Tenant provide a complete copy of the related policy within ten (10) days of policy issuance.
Tenant shall be permitted to keep all insurance required hereunder under blanket policies covering the Premises and other facilities
owned or operated by Tenant or its Affiliates. During the Term, Tenant shall maintain the following insurance and any claims
thereunder shall be adjudicated by and at the expense of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard “all risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such
requirements with the Facility Mortgagee), but in no event greater than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate,
naming Landlord as additional insured;
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(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee
(and Landlord agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as an additional insured. If such coverage is
purchased on a claims made basis, Tenant must show proof of the ability to purchase tail coverage to last through the statute of
limitations, upon the Termination Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for
injuries sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent
with all applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.
 

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Business conducted thereon and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements,
including timely filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that
the Facility continues to be certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is
returned to Landlord, all without any suspension, revocation, decertification or other material limitation. Further, Tenant shall not
commit any act or omission that would in any material way violate any certificate of occupancy affecting the Facility, result in closure
of the Business conducted at the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if
applicable), bed rights or other similar certificate or license. All inspection fees, costs and charges associated with a change of such
licensure or
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certification shall be borne solely by Landlord. Notwithstanding the foregoing or any other language to the contrary in this Lease, the
parties understand and agree that certain deficiencies or situations of non-compliance with various regulatory requirements are likely to
occur from time to time in the normal course of business. Such occurrences will not constitute a breach or default by Tenant under this
Lease provided that: (i) Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or situations of non-
compliance and effectuates such cure to the extent the same can be practicably accomplished; (ii) the occurrences do not otherwise
result in the loss of Tenant’s ability to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with respect to the
non-payment of Rent.
 

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.

(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii) keep and maintain all Landlord and Tenant Personal Property in good condition,
ordinary wear and tear excepted, and repair and replace such property consistent with prudent industry practice as required under this
Lease.
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(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.
(c)

(d) Landlord Investment.

i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or enforcement of existing regulations (including any life safety, fire code or other laws
or regulations) which necessitates repairs, renovations or other improvements to the Facility (each a “Required Improvement”
and collectively, the “Required Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum
of $50,000.00 in any Lease Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord
shall pay the amount exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay
the Annual Yield on the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(e) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such Licensing Survey Deficiency (and
Tenant shall have no obligation to pay the Annual Yield on such amount).

(f) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).

(g) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects
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(each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall obtain Landlord’s prior
written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s sole discretion. As a
condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to Landlord a written
request describing in detail the Capital Improvement Project(s) for which funding is sought and such information concerning the
details, plans, specifications, scope, cost and payment of such Capital Improvement Projects as required by Landlord including,
without limitation, such lien waivers and releases from all parties furnishing materials and/or services for the Capital Improvement
Projects and such other documents as Facility Mortgagee may require. Upon approval of the specified Capital Improvement Project by
Landlord in its sole discretion and the completion and documentation of any such Capital Improvement Project by Tenant, monthly
Rent shall increase in accordance with the terms and conditions of Section 3.3 above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan, remedy any such problem to the satisfaction of Landlord and all applicable
governmental authorities, in accordance with all Hazardous Materials Laws and good business practices. During the Term, Tenant
shall immediately advise Landlord in writing of: (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b)
any Hazardous Materials Claims against Tenant or any portion of the Premises; (c) any remedial action taken by Tenant in response to
any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any
Hazardous Materials Laws; (d) Tenant’s discovery of any occurrence or condition on or in the vicinity of any portion of the Premises
that materially increase the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to
or from Tenant, any governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims
with respect to any portion of the Premises, including copies thereof. Landlord shall have the right, and except for any items noted on
Exhibit “D” at Tenant’s sole cost and expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and
with
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counsel chosen by Landlord, to join and participate in, as a party if it so elects, any legal proceedings or actions initiated in connection
with any Hazardous Materials Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there are not
pending claims or causes of action arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii) to
Landlord’s knowledge, no Environmental Activities in violation of any Hazardous Materials Laws have occurred prior to the
Commencement Date which have not been remedied in full. Notwithstanding anything to the contrary contained herein, in no event
shall Tenant be responsible for conditions of the Premises in existence prior to the Commencement Date, and, if required by law,
Landlord hereby agrees to remedy any such actual or suspected problem through the removal of Hazardous Materials at Landlord’s
sole cost and expense.

10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime Landlord’s waiver of any statutory landlord’s
lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such
reports as are delivered pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc.,
be subject to any particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other
information
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from Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and information within
ten (10) days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to
perform this Lease within the state where the Facility is located; and (c) neither this Lease nor any other document executed or to be
executed in connection herewith violates the terms of any other agreement of such party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The
occurrence of any of the following events will constitute an “Event of Default” on the part of Tenant, and there shall be no cure period
therefor except as otherwise expressly provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer of all or any portion of any
certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;

(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;
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(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;

(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit
in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5) business days of such
appointment Tenant does not inform Landlord in writing that it intends to cause such appointment to be discharged or such discharge is
not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by Tenant of a
voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s
relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within five (5) business days of
such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and
such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.

14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (b) enter upon any portion of the Premises, terminate this Lease,
dispossess Tenant from the Premises
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through appropriate legal procedures and/or collect money damages by reason of Tenant’s breach including the acceleration of all Rent
which would have accrued after such termination and all obligations and liabilities of Tenant under this Lease which survive the
termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money damages as the same come due; and
(d) (after repossession of the Premises pursuant to clause (b) above and whether or not this Lease has been terminated) relet any portion
of the Premises to such tenant(s), for such term(s) (which may be greater or less than the remaining balance of the Term), rent,
conditions (which may include concessions or free rent) and uses as it may determine in its sole discretion and collect and receive any
rents payable by reason of such reletting.
  

2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and Tenant’s
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing signed
by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord’s written
demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Facility to Landlord or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Business and the Premises. Accordingly, except as required to secure accounts receivable financing with respect to the Facility,
Tenant
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shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or grant any security interest or any other
interest in and to the licenses, permits or certifications relating to the Business or the Premises (except as may be required in connection
with any Tenant Financing) nor shall Tenant commit or omit any act that would jeopardize the Business or any licensure or
certification of the Facility. Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining all necessary licenses
and certifications for Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer of the Business, Facility
licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to Landlord or its
designee. Subject to all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all rights to operate the Facility to
Landlord or its designee, including all required licenses and permits and all rights to apply for or otherwise obtain them, and all other
nonproprietary Tenant Intangible Property relating to any portion of the Premises. Notwithstanding the foregoing or any other
language to the contrary in this Lease, Tenant shall not be obligated to assign (i) any national service contracts or other national vendor
arrangements that apply to facilities other than the Facility, (ii) any proprietary or licensed software, computer programs or hardware,
discs and/or similar technology personal to Tenant, (iii) Tenant’s employee pagers, manuals, training materials, policies, procedures
and materials relating to the Facility, (iv) Tenant’s marketing studies, analysis and similar materials related to Tenant’s business
conducted at the Premises and the market and potential market therefor, or (v) any proprietary marks, trade names or other intellectual
property of Tenant and/or its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any
Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or its designee, manage and operate the Business on a triple net basis, and shall be entitled to all revenues of the Business during such
period, and to use any and all licenses, certifications or provider agreements issued to Tenant by any federal, state or other
governmental authority for operation of the Business, if permitted by any such governmental authority, at no additional

                            16

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



cost or liability to Tenant; provided that Landlord hereby agrees to indemnify and hold harmless Tenant against any losses, claims or
damages resulting from Landlord’s or its designees use of Tenant’s license or provider agreements during such period. Tenant shall not
commit any act or be remiss in the undertaking of any act that would jeopardize any licensure or certification of the Facility, and
Tenant shall comply with all requests for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid
certifications and possession of the Premises at the time of any such surrender. If Landlord or its designee exercises the right described
above in this Section, the provisions of this Section shall be self-operative and shall constitute a management agreement between
Tenant, on the one hand, and Landlord or its designee, on the other hand, on the terms set forth above; provided, however, that upon
the request of Landlord or its designee, the parties shall negotiate and enter into a separate management agreement on the terms set
forth herein and to the extent on such other terms and provisions as may be reasonably agreed to by Landlord or its designee and
Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional charges
accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein shall
constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall anything
contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.

1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents, regardless as to whether the
disclosure is inadvertent or otherwise, discovers any PHI, Landlord agrees to take reasonable steps to maintain and to require its
Agents to maintain, the privacy and confidentiality of such PHI. The parties agree that the foregoing does not create, and is not
intended to create, a “business associate” relationship between the parties
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as that term is defined by the Privacy Standards. “Protected health information” or “PHI” shall have the meaning defined by the
Standards for Privacy of Individually Identifiable Health Information, 45 C.F.R. Part 160 and Subparts A and E of Part 164 (the
“Privacy Standards”), as promulgated by the Department of Health and Human Services (“HHS”) pursuant to HIPAA. As used in
this Lease, “Agents” means such party’s agents, contractors, subcontractors, directors, officers and employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder shall not be
disturbed if any such Person takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord under the
Prime Lease, Tenant shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize
such successor as Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility Mortgagee
and Landlord executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment agreement.
Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent, which shall
not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section 16.2 or
elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts receivable
financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility Mortgagee in form
and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding.
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For purposes of this Section, a sale or transfer of all or a controlling ownership interest in Tenant or a merger or other combination by
Tenant or a sale of all or substantially all of Tenant’s assets in lieu thereof shall be deemed an assignment or other transfer of this
Lease. Notwithstanding the foregoing, Tenant may, without Landlord’s prior written consent, assign this Lease or sublet the Premises
or any portion thereof to an Affiliate of Tenant if all of the following are first satisfied: (w) such Affiliate fully assumes Tenant’s
obligations hereunder; (x) Tenant remains fully liable hereunder; (y) the use of the applicable portion of the Premises remains
unchanged; and (z) Landlord in its reasonable discretion shall have approved the form and content of all documents for such
assignment or sublease and received an executed counterpart thereof. For the absence of doubt, Tenant shall be permitted to enter into
a management agreement with an Affiliate of Tenant without obtaining Landlord’s consent thereto.

18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Tenant. Except as expressly provided
in the last sentence of this Section 18, Tenant shall not have any right under this Lease, and hereby waives all rights under applicable
law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured Casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to reimburse Tenant and Landlord
does not agree to reimburse Tenant up to the amount of such insurance proceeds in the event of a Casualty that renders the Facility
unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease and remove the Facility from the Portfolio. Upon
the removal of the Facility from the Portfolio, this Lease shall be of no further force or affect, except for any obligations or liability of
any party hereunder that accrued on or prior to the date of the Casualty. In the event of a Casualty that does not render the Facility
unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same condition as existed immediately before the
partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be reduced on a pro rata basis based upon the
number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility resulting from
such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking. If during the Term all or
substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or condemned by any
competent public or quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty
(30) days of the effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio effective as of the
effective date of such termination, or (b) in the
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case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair Market Value of the applicable
portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a Partial Taking shall be as established
pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and retain any award for a taking or condemnation other than a
temporary taking; provided, however, Tenant shall be entitled to submit its own claim in the event of any such taking or condemnation
with respect to the value of Tenant’s leasehold interest in any portion of the Premises and/or the relocation costs incurred by Tenant as
a result thereof. In the event of a temporary taking of less than all or substantially all of the Premises, Tenant shall be entitled to receive
and retain any and all awards for the temporary taking and the Rent due under this Lease shall be not be abated during the period of
such temporary taking.

20. Indemnification.

1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental Activities on any portion of the Premises by Tenant, Hazardous Materials
Claims caused by Tenant or violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises (which
occurred on or after the Commencement Date), and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical matter identified by and any liability assessed or asserted by, any governmental agency or Medicare or Medicaid providers as
a result of or arising out or in connection with this Lease or the related change in ownership inspection and audit (including any
overpayment to any Medicare, Medicaid or other third party payor). Tenant, at its expense, shall contest, resist and defend any such
claim, action or proceeding asserted or instituted against Landlord or any Landlord Indemnified Parties with counsel acceptable to
Landlord and shall not, under any circumstances, compromise or otherwise dispose of any suit, action or proceeding without obtaining
Landlord’s written consent. Landlord, at its election and sole cost and expense, shall have the right, but not the obligation, to participate
in the defense of any claim for which Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act
promptly and completely to satisfy its obligations hereunder, Landlord may resist and defend any such claims or causes of action
against Landlord or any Landlord Indemnified Party at Tenant’s sole cost.

2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs,
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or otherwise; (iii) for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY PORTION OF THE PREMISES,
OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY
REMEDY.

22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a
party shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set
forth in Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either
telephonically or via e-mail to the following addresses:
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If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.

(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain obligations on the “borrower” or other counterparty thereunder to comply with or cause
the operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility. Accordingly, and notwithstanding anything contained in this Lease to the
contrary, Tenant agrees to comply with those certain Facility Mortgage Document covenants as more specifically set forth on Exhibit
“H” attached hereto and made a part hereof, for so long as any Facility Mortgage encumbers the Premises or any portion thereof or
interest therein. Tenant agrees that the requirements, expressly including, without limitation, insurance, affirmative financial, occupancy
or other performance requirements or covenants, set forth on Exhibit “H” shall prevail to the extent of any conflict with any other
express term of this Lease. If Landlord enters into any new Facility Mortgage that would result in a change to the requirements on
Exhibit “H” or that would otherwise conflict with the terms and provisions of this Lease, the parties agree to cooperate to amend this
Lease to so reflect such new requirements, provided that Landlord and Tenant shall not agree to any changes that would materially or
adversely impact Tenant’s operation of the Facility pursuant to the terms of this Lease, including with respect to Tenant’s insurance or
other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.

25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such

                            22

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



portion shall be held by Landlord to pay the future obligations of Tenant as such obligations arise and if Tenant discharges and
performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the Termination Date. If any part of
this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless continue in full force and effect. Time is
of the essence, and whenever action must be taken (including the giving of notice or the delivery of documents) hereunder during a
certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or federal holiday, then such period or date
shall be extended until the immediately following business day. Whenever the words “including”, “include” or “includes” are used in
this Lease, they shall be interpreted in a non-exclusive manner as though the words “without limitation” immediately followed.
Whenever the words day or days are used in this Lease, they shall mean “calendar day” or “calendar days” unless expressly provided
to the contrary. The titles and headings in this Lease are for convenience of reference only and shall not in any way affect the meaning
or construction of any provision. Unless otherwise expressly provided, references to any “Section” mean a section of this Lease
(including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached hereto or to “Medicare” or “Medicaid”
include any successor program. If more than one Person is Tenant hereunder, their liability and obligations hereunder shall be joint and
several. Promptly upon the request of either party and at its expense, the parties shall prepare, enter into and record a suitable short
form memorandum of this Lease. This Lease (a) contains the entire agreement of the parties (together with the Transfer Agreement) as
to the subject matter hereof and supersedes all prior or contemporaneous verbal or written agreements or understandings, (b) may be
executed in several counterparts, each of which shall be deemed an original, but all of which shall constitute one and the same
document, (c) may only be amended by a writing executed by the parties, (d) shall inure to the benefit of and be binding upon the
successors and permitted assigns of the parties, (e) shall be governed by and construed and enforced in accordance with the internal
laws of the State of Arkansas, and (f) incorporates by this reference any Exhibits and Schedules attached hereto.

26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.

27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.
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28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

HOMESTEAD PROPERTY HOLDINGS, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

LANDLORD:

HOMESTEAD NURSING, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

TENANT:

HIGHLANDS OF STAMPS, LLC,
a Delaware limited liability company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 826 North Street, Stamps, Arkansas 71860

Block 1 of the Homestead Heights Addition to the Town of Stamps, Lafayette County, Arkansas, as shown on plat of said addition
filed in the Recorder's Office of Lafayette County, Arkansas on August 27, 1969. This being the same as a tract described as follows:
Commencing at the SW corner of the SE 1/4 NW 1/4 of Section 9, Township 16 South, Range 23 West, Lafayette County, Arkansas;
thence North 50 feet to the point of beginning; thence North 385.68 feet; thence East 387.5 feet; thence South 403.68 feet; run thence
West 387.93 feet back to the point of beginning.
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or substances that are listed in the
United
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States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS

Exhibit C
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250
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West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com]) Thirty (30) days after the end of each calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com)
Thirty-Five (35) days after the end of each of the first
three quarters of the fiscal year of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of
Tenant audited by a reputable certified public accounting firm (via e-mail to financials@nhp-
reit.com)

Seventy-Five (75) days after the fiscal year end of
Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection
and other reports received by Tenant as to any portion of the Premises and any portion of the
Business, including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute
or regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the
Premises, the operation of any portion of the Business or the ability to admit residents or
patients; or
(3)any violation of any other permit, approval or certification in connection with any
portion of the Premises or any portion of the Business, by any federal, state or local
authority, including Medicare or Medicaid. Two (2) business days after  receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:
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a. that it is the owner of the Property;

b. that the Prime Lease is unmodified and is in full force and effect; and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or canceled except by an agreement in writing executed by the party against whom
enforcement of
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such modification, change, waiver or cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the other provisions hereof or the application thereof to any other
person and the same shall remain in full force and effect.

9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]

Exhibit I
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IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]

Exhibit I

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description

Exhibit I
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF
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EXHIBIT 10.369

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among BENTON PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime Landlord”), BENTON
NURSING, LLC, a Georgia limited liability company (“Landlord”) and HIGHLANDS OF BENTONVILLE, LLC , a Delaware
limited liability company (“Tenant”), for the improved real property described on Exhibit “A-1” (the “Facility”), and the “Landlord
Personal Property” associated therewith described on Exhibit “A-2” (the Landlord Personal Property together with the Facility,
being collectively the “Premises”), which are used as a licensed healthcare facility of the type described on Schedule 1 (the
“Business”). Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of August 31, 2011 (the “ Prime
Lease”), pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

726678
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A “Lease Year”
is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during each year of the Term.
Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the “Initial Term” commences on
March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full calendar month thereafter. The Term
may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal Term”) if: (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term, Tenant delivers to Landlord a “Renewal Notice” indicating that Tenant desires to
exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (as defined in Section 13
below) (i) as of the date Landlord receives the Renewal Notice (the “Exercise Date”), or (ii) on the last day of the Initial Term; and (c)
all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising the renewal options for all Related Leases.
For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended
automatically to the last day of the Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or in
part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to this Lease.

2. Tenant’s Conditions Precedent. The duties and obligations of Tenant pursuant to the terms of this Lease are
and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by Tenant in
writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee;
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(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement in
form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I attached
hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to Forty
Thousand and 00/100 Dollars ($40,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent” shall be equal
to one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).

4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid by Tenant. Except as expressly
set forth herein and in the Transfer Agreement, (i) Tenant shall continue to perform its obligations under this Lease even if Tenant
claims it has been damaged
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by Landlord, (ii) Tenant shall at all times remain obligated under this Lease without any right of set-off, counterclaim, abatement,
deduction, reduction or defense of any kind (except as set forth in Sections 18 and 19 below) and (iii) Tenant’s sole right to recover
damages against Landlord under this Lease shall be to prove such damages in a separate action. Pursuant to the Transfer Agreement,
and notwithstanding anything herein to the contrary, Landlord and Tenant acknowledge and agree that Tenant may offset any
recoupment of Medicare, Medicaid, or any other Losses (as that term is defined in the Transfer Agreement) against Rent; provided, that
Tenant shall promptly notify Landlord of the offset and the reason therefor. Notwithstanding anything herein to the contrary, Landlord
and Tenant hereby acknowledge and agree that Tenant’s obligations hereunder shall be conditioned upon the Prime Lease continuing
to be in full force and effect for the Term of this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord
shall assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and provide Tenant with a copy of same. Tenant agrees that it will not assign
or encumber or attempt to assign or encumber the Security Deposit. Landlord, its successors and assigns shall return the Security
Deposit (within ten (10) business days following the Termination Date) to the last tenant in possession of the Premises at the last
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address for which Notice is to be given by such tenant and Landlord thereafter shall be relieved of any liability therefor, regardless of
one or more assignments of this Lease or any such actual or attempted assignment or encumbrances of the Security Deposit.
 

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior to the
Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be promptly
paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section 9.1), by appropriate proceedings sufficient to prevent its collection or other realization and the sale, forfeiture or loss of any
portion of the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable security to assure the foregoing).
Tenant shall diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or
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Lien. Landlord and Prime Landlord shall cooperate fully in any Protest that involves an amount assessed against it.

2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be primary and provide that any insurance with respect to any portion of the Premises maintained by Landlord is
excess and noncontributing with Tenant’s insurance. The property policy(ies) shall also name the Landlord, Prime Landlord and
Facility Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any insurance carrier, or
either of them, may have by reason of any provision in any policy issued to them, provided such waiver does not thereby invalidate
such policy. Original policies or satisfactory insurer
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certificates evidencing the existence of the insurance required by this Lease and showing the interest of Landlord and Facility
Mortgagee shall be provided to Landlord prior to the commencement of the Term or, for a renewal policy, not less than ten (10) days
prior to the expiration date of the insurance policy being renewed. If Landlord is provided with a certificate, it may demand that Tenant
provide a complete copy of the related policy within ten (10) days of policy issuance. Tenant shall be permitted to keep all insurance
required hereunder under blanket policies covering the Premises and other facilities owned or operated by Tenant or its Affiliates.
During the Term, Tenant shall maintain the following insurance and any claims thereunder shall be adjudicated by and at the expense
of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard “all risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such
requirements with the Facility Mortgagee), but in no event greater than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate,
naming Landlord as additional insured;

(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with
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regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee (and Landlord
agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than $1,000,000.00 per
occurrence/$3,000,000.00 in the aggregate, naming Landlord as an additional insured. If such coverage is purchased on a claims made
basis, Tenant must show proof of the ability to purchase tail coverage to last through the statute of limitations, upon the Termination
Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for
injuries sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent
with all applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Business conducted thereon and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements,
including timely filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that
the Facility continues to be certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is
returned to Landlord, all without any suspension, revocation, decertification or other material limitation. Further, Tenant shall not
commit any act or omission that would in any material way violate any certificate of occupancy affecting the Facility, result in closure
of the Business conducted at the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if
applicable), bed rights or other similar certificate or license. All inspection fees, costs and charges associated with a change of such
licensure or certification shall be borne solely by Landlord. Notwithstanding the foregoing or any other language to the contrary in this
Lease, the parties understand and agree that certain deficiencies or situations of non-compliance with various regulatory requirements
are likely to occur from time to time
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in the normal course of business. Such occurrences will not constitute a breach or default by Tenant under this Lease provided that: (i)
Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or situations of non-compliance and
effectuates such cure to the extent the same can be practicably accomplished; (ii) the occurrences do not otherwise result in the loss of
Tenant’s ability to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with respect to the non-payment of
Rent.

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.

(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii) keep and maintain all Landlord and Tenant Personal Property in good condition,
ordinary wear and tear excepted, and repair and replace such property consistent with prudent industry practice as required under this
Lease.

(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.

(c) Landlord Investment.
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i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or enforcement of existing regulations (including any life safety, fire code or other laws
or regulations) which necessitates repairs, renovations or other improvements to the Facility (each a “Required Improvement”
and collectively, the “Required Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum
of $50,000.00 in any Lease Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord
shall pay the amount exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay
the Annual Yield on the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(d) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such Licensing Survey Deficiency (and
Tenant shall have no obligation to pay the Annual Yield on such amount).

(e) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).

(f) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects (each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall
obtain Landlord’s prior written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s
sole discretion. As a condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to
Landlord a written request describing in detail the Capital Improvement Project(s)
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for which funding is sought and such information concerning the details, plans, specifications, scope, cost and payment of such Capital
Improvement Projects as required by Landlord including, without limitation, such lien waivers and releases from all parties furnishing
materials and/or services for the Capital Improvement Projects and such other documents as Facility Mortgagee may require. Upon
approval of the specified Capital Improvement Project by Landlord in its sole discretion and the completion and documentation of any
such Capital Improvement Project by Tenant, monthly Rent shall increase in accordance with the terms and conditions of Section 3.3
above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan, remedy any such problem to the satisfaction of Landlord and all applicable
governmental authorities, in accordance with all Hazardous Materials Laws and good business practices. During the Term, Tenant
shall immediately advise Landlord in writing of: (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b)
any Hazardous Materials Claims against Tenant or any portion of the Premises; (c) any remedial action taken by Tenant in response to
any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any
Hazardous Materials Laws; (d) Tenant’s discovery of any occurrence or condition on or in the vicinity of any portion of the Premises
that materially increase the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to
or from Tenant, any governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims
with respect to any portion of the Premises, including copies thereof. Landlord shall have the right, and except for any items noted on
Exhibit “D” at Tenant’s sole cost and expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and
with counsel chosen by Landlord, to join and participate in, as a party if it so elects, any legal proceedings or actions initiated in
connection with any Hazardous Materials Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there
are not pending claims or causes of action arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii)
to Landlord’s knowledge, no Environmental Activities in violation of any Hazardous Materials Laws have
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occurred prior to the Commencement Date which have not been remedied in full. Notwithstanding anything to the contrary contained
herein, in no event shall Tenant be responsible for conditions of the Premises in existence prior to the Commencement Date, and, if
required by law, Landlord hereby agrees to remedy any such actual or suspected problem through the removal of Hazardous Materials
at Landlord’s sole cost and expense.

10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime Landlord’s waiver of any statutory landlord’s
lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such
reports as are delivered pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc.,
be subject to any particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other
information from Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and
information within ten (10) days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized,
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validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to perform this
Lease within the state where the Facility is located; and (c) neither this Lease nor any other document executed or to be executed in
connection herewith violates the terms of any other agreement of such party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The
occurrence of any of the following events will constitute an “Event of Default” on the part of Tenant, and there shall be no cure period
therefor except as otherwise expressly provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer of all or any portion of any
certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;

(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;

(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;
(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit

in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors;
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or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5) business days of such appointment
Tenant does not inform Landlord in writing that it intends to cause such appointment to be discharged or such discharge is not
diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by Tenant of a voluntary
petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s relief; or (iv)
the involuntary filing of such a petition against Tenant by any other party, unless Tenant within five (5) business days of such filing
informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and such petition
is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.

14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (b) enter upon any portion of the Premises, terminate this Lease,
dispossess Tenant from the Premises through appropriate legal procedures and/or collect money damages by reason of Tenant’s breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money
damages as the same come due; and (d) (after repossession of the Premises pursuant to clause (b) above and whether or not this Lease
has been terminated) relet any portion of the Premises to such tenant(s), for such term(s) (which may be greater or less than the
remaining balance of the Term), rent, conditions (which may include concessions or free rent) and uses as it may determine in its sole
discretion and collect and receive any rents payable by reason of such reletting.
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2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and Tenant’s
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing signed
by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord’s written
demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Facility to Landlord or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Business and the Premises. Accordingly, except as required to secure accounts receivable financing with respect to the Facility,
Tenant shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or grant any security interest or any
other interest in and to the licenses, permits or certifications relating to the Business or the Premises (except as may be required in
connection with any Tenant Financing) nor shall Tenant commit or omit any act that would jeopardize the Business or any licensure or
certification of the Facility. Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining all necessary licenses
and certifications for Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer of the Business, Facility
licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to Landlord or its
designee. Subject to all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all rights to operate the Facility to
Landlord or its designee, including all required licenses and permits and all rights to apply
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for or otherwise obtain them, and all other nonproprietary Tenant Intangible Property relating to any portion of the Premises.
Notwithstanding the foregoing or any other language to the contrary in this Lease, Tenant shall not be obligated to assign (i) any
national service contracts or other national vendor arrangements that apply to facilities other than the Facility, (ii) any proprietary or
licensed software, computer programs or hardware, discs and/or similar technology personal to Tenant, (iii) Tenant’s employee pagers,
manuals, training materials, policies, procedures and materials relating to the Facility, (iv) Tenant’s marketing studies, analysis and
similar materials related to Tenant’s business conducted at the Premises and the market and potential market therefor, or (v) any
proprietary marks, trade names or other intellectual property of Tenant and/or its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any
Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or its designee, manage and operate the Business on a triple net basis, and shall be entitled to all revenues of the Business during such
period, and to use any and all licenses, certifications or provider agreements issued to Tenant by any federal, state or other
governmental authority for operation of the Business, if permitted by any such governmental authority, at no additional cost or liability
to Tenant; provided that Landlord hereby agrees to indemnify and hold harmless Tenant against any losses, claims or damages
resulting from Landlord’s or its designees use of Tenant’s license or provider agreements during such period. Tenant shall not commit
any act or be remiss in the undertaking of any act that would jeopardize any licensure or certification of the Facility, and Tenant shall
comply with all requests for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid certifications and
possession of the Premises at the time of any such surrender. If Landlord or its designee exercises the right described above in this
Section, the provisions of this Section shall be self-operative and shall constitute a management agreement between Tenant, on the one
hand, and Landlord or its designee, on the other hand, on the terms set forth above; provided, however, that upon the request of
Landlord or its designee, the parties shall negotiate and enter into a separate
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management agreement on the terms set forth herein and to the extent on such other terms and provisions as may be reasonably agreed
to by Landlord or its designee and Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional charges
accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein shall
constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall anything
contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.

1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents, regardless as to whether the
disclosure is inadvertent or otherwise, discovers any PHI, Landlord agrees to take reasonable steps to maintain and to require its
Agents to maintain, the privacy and confidentiality of such PHI. The parties agree that the foregoing does not create, and is not
intended to create, a “business associate” relationship between the parties as that term is defined by the Privacy Standards. “Protected
health information” or “PHI” shall have the meaning defined by the Standards for Privacy of Individually Identifiable Health
Information, 45 C.F.R. Part 160 and Subparts A and E of Part 164 (the “ Privacy Standards”), as promulgated by the Department of
Health and Human Services (“HHS”) pursuant to HIPAA. As used in this Lease, “Agents” means such party’s agents, contractors,
subcontractors, directors, officers and employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder
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shall not be disturbed if any such Person takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of
any of said instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord
under the Prime Lease, Tenant shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and
recognize such successor as Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility
Mortgagee and Landlord executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment
agreement. Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent,
which shall not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section
16.2 or elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts
receivable financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility
Mortgagee in form and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant’s
assets in lieu thereof shall be deemed an assignment or other transfer of this Lease. Notwithstanding the foregoing, Tenant may,
without Landlord’s prior written consent, assign this Lease or sublet the Premises or any portion thereof to an Affiliate of Tenant if all
of the following are first satisfied: (w) such Affiliate fully assumes Tenant’s obligations hereunder; (x) Tenant remains fully liable
hereunder; (y) the use of the applicable portion of the Premises remains unchanged; and (z) Landlord in its reasonable discretion shall
have approved the form and content of all documents for such assignment or sublease and received an executed counterpart thereof.
For the absence of doubt, Tenant shall be permitted to enter into a management agreement with an Affiliate of Tenant without
obtaining Landlord’s consent thereto.
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18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Tenant. Except as expressly provided
in the last sentence of this Section 18, Tenant shall not have any right under this Lease, and hereby waives all rights under applicable
law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured Casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to reimburse Tenant and Landlord
does not agree to reimburse Tenant up to the amount of such insurance proceeds in the event of a Casualty that renders the Facility
unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease and remove the Facility from the Portfolio. Upon
the removal of the Facility from the Portfolio, this Lease shall be of no further force or affect, except for any obligations or liability of
any party hereunder that accrued on or prior to the date of the Casualty. In the event of a Casualty that does not render the Facility
unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same condition as existed immediately before the
partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be reduced on a pro rata basis based upon the
number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility resulting from
such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking. If during the Term all or
substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or condemned by any
competent public or quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty
(30) days of the effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio effective as of the
effective date of such termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting
diminution in Fair Market Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the
effective date of a Partial Taking shall be as established pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and retain
any award for a taking or condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its own
claim in the event of any such taking or condemnation with respect to the value of Tenant’s leasehold interest in any portion of the
Premises and/or the relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or
substantially all of the Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent
due under this Lease shall be not be abated during the period of such temporary taking.

20. Indemnification.
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1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental Activities on any portion of the Premises by Tenant, Hazardous Materials
Claims caused by Tenant or violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises (which
occurred on or after the Commencement Date), and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical matter identified by and any liability assessed or asserted by, any governmental agency or Medicare or Medicaid providers as
a result of or arising out or in connection with this Lease or the related change in ownership inspection and audit (including any
overpayment to any Medicare, Medicaid or other third party payor). Tenant, at its expense, shall contest, resist and defend any such
claim, action or proceeding asserted or instituted against Landlord or any Landlord Indemnified Parties with counsel acceptable to
Landlord and shall not, under any circumstances, compromise or otherwise dispose of any suit, action or proceeding without obtaining
Landlord’s written consent. Landlord, at its election and sole cost and expense, shall have the right, but not the obligation, to participate
in the defense of any claim for which Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act
promptly and completely to satisfy its obligations hereunder, Landlord may resist and defend any such claims or causes of action
against Landlord or any Landlord Indemnified Party at Tenant’s sole cost.

2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs, or otherwise; (iii)
for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY

                        20

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



PORTION OF THE PREMISES, OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR
THE ENFORCEMENT OF ANY REMEDY.

22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a
party shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set
forth in Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either
telephonically or via e-mail to the following addresses:

If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.
 

                        21

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain obligations on the “borrower” or other counterparty thereunder to comply with or cause
the operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility. Accordingly, and notwithstanding anything contained in this Lease to the
contrary, Tenant agrees to comply with those certain Facility Mortgage Document covenants as more specifically set forth on Exhibit
“H” attached hereto and made a part hereof, for so long as any Facility Mortgage encumbers the Premises or any portion thereof or
interest therein. Tenant agrees that the requirements, expressly including, without limitation, insurance, affirmative financial, occupancy
or other performance requirements or covenants, set forth on Exhibit “H” shall prevail to the extent of any conflict with any other
express term of this Lease. If Landlord enters into any new Facility Mortgage that would result in a change to the requirements on
Exhibit “H” or that would otherwise conflict with the terms and provisions of this Lease, the parties agree to cooperate to amend this
Lease to so reflect such new requirements, provided that Landlord and Tenant shall not agree to any changes that would materially or
adversely impact Tenant’s operation of the Facility pursuant to the terms of this Lease, including with respect to Tenant’s insurance or
other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.

25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant as such obligations
arise and if Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the
Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless
continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the
delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or
federal holiday, then such period or date shall be extended until the immediately following business day. Whenever the words
“including”, “include” or “includes” are used in this Lease, they shall be interpreted in a non-exclusive manner as though the words
“without limitation” immediately followed. Whenever the words day or days are used in this Lease, they shall mean “calendar day” or
“calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of reference only
and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to any
“Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule
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attached hereto or to “Medicare” or “Medicaid” include any successor program. If more than one Person is Tenant hereunder, their
liability and obligations hereunder shall be joint and several. Promptly upon the request of either party and at its expense, the parties
shall prepare, enter into and record a suitable short form memorandum of this Lease. This Lease (a) contains the entire agreement of the
parties (together with the Transfer Agreement) as to the subject matter hereof and supersedes all prior or contemporaneous verbal or
written agreements or understandings, (b) may be executed in several counterparts, each of which shall be deemed an original, but all
of which shall constitute one and the same document, (c) may only be amended by a writing executed by the parties, (d) shall inure to
the benefit of and be binding upon the successors and permitted assigns of the parties, (e) shall be governed by and construed and
enforced in accordance with the internal laws of the State of Arkansas, and (f) incorporates by this reference any Exhibits and
Schedules attached hereto.

26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.

27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.

28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.
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[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

BENTON PROPERTY HOLDINGS, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

LANDLORD:

BENTON NURSING, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

TENANT:

HIGHLANDS OF BENTONVILLE, LLC,
a Delaware limited liability company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 224 S. Main Street, Bentonville, Arkansas 72712

Lot 1, Rose Care, Inc. Addition, being a replat of part of Lot 8, Lots 9 & 15 of the Railroad Addition, to the City of Bentonville,
Benton County, Arkansas, as shown on Plat Record “11”, at Page 159.
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or
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substances that are listed in the United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended
from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250
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West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com])

Thirty (30) days after the end of each
calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com) Thirty-Five (35) days after the end of each
of the first three quarters of the fiscal year
of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of Tenant audited
by a reputable certified public accounting firm (via e-mail to financials@nhp-reit.com)

Seventy-Five (75) days after the fiscal year
end of Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection and other
reports received by Tenant as to any portion of the Premises and any portion of the Business, including
state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports.

Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute or
regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the Premises, the
operation of any portion of the Business or the ability to admit residents or patients; or
(3)any violation of any other permit, approval or certification in connection with any portion of the
Premises or any portion of the Business, by any federal, state or local authority, including Medicare or
Medicaid.

Two (2) business days after receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:
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a. that it is the owner of the Property;

b. that the Prime Lease is unmodified and is in full force and effect; and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or
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canceled except by an agreement in writing executed by the party against whom enforcement of such modification, change,
waiver or cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the other provisions hereof or the application thereof to any other
person and the same shall remain in full force and effect.

9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]
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EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF
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EXHIBIT 10.370

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among MOUNTAIN TOP PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime Landlord”),
MOUNTAIN TOP ALF, LLC , a Georgia limited liability company (“Landlord”) and HIGHLANDS OF MOUNTAIN VIEW
RCF, LLC , a Delaware limited liability company (“Tenant”), for the improved real property described on Exhibit “A-1” (the
“Facility”), and the “Landlord Personal Property” associated therewith described on Exhibit “A-2” (the Landlord Personal
Property together with the Facility, being collectively the “Premises”), which are used as a licensed healthcare facility of the type
described on Schedule 1 (the “Business”). Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of November 30, 2011 (the “Prime
Lease”), pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A “Lease Year”
is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during each year of the Term.
Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the “Initial Term” commences on
March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full calendar month thereafter. The Term
may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal Term”) if: (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term, Tenant delivers to Landlord a “Renewal Notice” indicating that Tenant desires to
exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (as defined in Section 13
below) (i) as of the date Landlord receives the Renewal Notice (the “Exercise Date”), or (ii) on the last day of the Initial Term; and (c)
all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising the renewal options for all Related Leases.
For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended
automatically to the last day of the Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or in
part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to this Lease.

2. Tenant’s Conditions Precedent. The duties and obligations of Tenant pursuant to the terms of this Lease are
and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by Tenant in
writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;
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(c) Approval of this Lease by the Facility Mortgagee;

(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement in
form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I attached
hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to Five
Thousand and 00/100 Dollars ($5,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent” shall be equal to
one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).

4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid
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by Tenant. Except as expressly set forth herein and in the Transfer Agreement, (i) Tenant shall continue to perform its obligations
under this Lease even if Tenant claims it has been damaged by Landlord, (ii) Tenant shall at all times remain obligated under this Lease
without any right of set-off, counterclaim, abatement, deduction, reduction or defense of any kind (except as set forth in Sections 18
and 19 below) and (iii) Tenant’s sole right to recover damages against Landlord under this Lease shall be to prove such damages in a
separate action. Pursuant to the Transfer Agreement, and notwithstanding anything herein to the contrary, Landlord and Tenant
acknowledge and agree that Tenant may offset any recoupment of Medicare, Medicaid, or any other Losses (as that term is defined in
the Transfer Agreement) against Rent; provided, that Tenant shall promptly notify Landlord of the offset and the reason therefor.
Notwithstanding anything herein to the contrary, Landlord and Tenant hereby acknowledge and agree that Tenant’s obligations
hereunder shall be conditioned upon the Prime Lease continuing to be in full force and effect for the Term of this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord
shall assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and
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provide Tenant with a copy of same. Tenant agrees that it will not assign or encumber or attempt to assign or encumber the Security
Deposit. Landlord, its successors and assigns shall return the Security Deposit (within ten (10) business days following the Termination
Date) to the last tenant in possession of the Premises at the last address for which Notice is to be given by such tenant and Landlord
thereafter shall be relieved of any liability therefor, regardless of one or more assignments of this Lease or any such actual or attempted
assignment or encumbrances of the Security Deposit.
 

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior to the
Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be promptly
paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section
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9.1), by appropriate proceedings sufficient to prevent its collection or other realization and the sale, forfeiture or loss of any portion of
the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable security to assure the foregoing). Tenant shall
diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Landlord and Prime
Landlord shall cooperate fully in any Protest that involves an amount assessed against it.

2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be
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primary and provide that any insurance with respect to any portion of the Premises maintained by Landlord is excess and
noncontributing with Tenant’s insurance. The property policy(ies) shall also name the Landlord, Prime Landlord and Facility
Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any insurance carrier, or either of
them, may have by reason of any provision in any policy issued to them, provided such waiver does not thereby invalidate such policy.
Original policies or satisfactory insurer certificates evidencing the existence of the insurance required by this Lease and showing the
interest of Landlord and Facility Mortgagee shall be provided to Landlord prior to the commencement of the Term or, for a renewal
policy, not less than ten (10) days prior to the expiration date of the insurance policy being renewed. If Landlord is provided with a
certificate, it may demand that Tenant provide a complete copy of the related policy within ten (10) days of policy issuance. Tenant
shall be permitted to keep all insurance required hereunder under blanket policies covering the Premises and other facilities owned or
operated by Tenant or its Affiliates. During the Term, Tenant shall maintain the following insurance and any claims thereunder shall be
adjudicated by and at the expense of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard “all risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such
requirements with the Facility Mortgagee), but in no event
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greater than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as additional insured;

(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee
(and Landlord agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as an additional insured. If such coverage is
purchased on a claims made basis, Tenant must show proof of the ability to purchase tail coverage to last through the statute of
limitations, upon the Termination Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for
injuries sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent
with all applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Business conducted thereon and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements,
including timely filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that
the Facility continues to be certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is
returned to Landlord, all without any suspension, revocation, decertification or other material limitation. Further, Tenant shall not
commit any
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act or omission that would in any material way violate any certificate of occupancy affecting the Facility, result in closure of the
Business conducted at the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if applicable),
bed rights or other similar certificate or license. All inspection fees, costs and charges associated with a change of such licensure or
certification shall be borne solely by Landlord. Notwithstanding the foregoing or any other language to the contrary in this Lease, the
parties understand and agree that certain deficiencies or situations of non-compliance with various regulatory requirements are likely to
occur from time to time in the normal course of business. Such occurrences will not constitute a breach or default by Tenant under this
Lease provided that: (i) Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or situations of non-
compliance and effectuates such cure to the extent the same can be practicably accomplished; (ii) the occurrences do not otherwise
result in the loss of Tenant’s ability to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with respect to the
non-payment of Rent.
  

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.

(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii)
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keep and maintain all Landlord and Tenant Personal Property in good condition, ordinary wear and tear excepted, and repair and
replace such property consistent with prudent industry practice as required under this Lease.

(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.

(c) Landlord Investment.

i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or enforcement of existing regulations (including any life safety, fire code or other laws
or regulations) which necessitates repairs, renovations or other improvements to the Facility (each a “Required Improvement”
and collectively, the “Required Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum
of $50,000.00 in any Lease Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord
shall pay the amount exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay
the Annual Yield on the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(d) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such Licensing Survey Deficiency (and
Tenant shall have no obligation to pay the Annual Yield on such amount).

(e) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).
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(f) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects (each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall
obtain Landlord’s prior written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s
sole discretion. As a condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to
Landlord a written request describing in detail the Capital Improvement Project(s) for which funding is sought and such information
concerning the details, plans, specifications, scope, cost and payment of such Capital Improvement Projects as required by Landlord
including, without limitation, such lien waivers and releases from all parties furnishing materials and/or services for the Capital
Improvement Projects and such other documents as Facility Mortgagee may require. Upon approval of the specified Capital
Improvement Project by Landlord in its sole discretion and the completion and documentation of any such Capital Improvement
Project by Tenant, monthly Rent shall increase in accordance with the terms and conditions of Section 3.3 above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan, remedy any such problem to the satisfaction of Landlord and all applicable
governmental authorities, in accordance with all Hazardous Materials Laws and good business practices. During the Term, Tenant
shall immediately advise Landlord in writing of: (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b)
any Hazardous Materials Claims against Tenant or any portion of the Premises; (c) any remedial action taken by Tenant in response to
any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any
Hazardous Materials Laws; (d) Tenant’s discovery of any occurrence or condition on or in the vicinity of any portion of the Premises
that materially increase the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to
or from Tenant, any governmental authority or any
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other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any portion of the Premises,
including copies thereof. Landlord shall have the right, and except for any items noted on Exhibit “D” at Tenant’s sole cost and
expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and with counsel chosen by Landlord, to join
and participate in, as a party if it so elects, any legal proceedings or actions initiated in connection with any Hazardous Materials
Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there are not pending claims or causes of action
arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii) to Landlord’s knowledge, no
Environmental Activities in violation of any Hazardous Materials Laws have occurred prior to the Commencement Date which have
not been remedied in full. Notwithstanding anything to the contrary contained herein, in no event shall Tenant be responsible for
conditions of the Premises in existence prior to the Commencement Date, and, if required by law, Landlord hereby agrees to remedy
any such actual or suspected problem through the removal of Hazardous Materials at Landlord’s sole cost and expense.

10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime Landlord’s waiver of any statutory landlord’s
lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the
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Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such reports as are delivered
pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc., be subject to any
particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other information from
Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and information within ten (10)
days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to
perform this Lease within the state where the Facility is located; and (c) neither this Lease nor any other document executed or to be
executed in connection herewith violates the terms of any other agreement of such party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The
occurrence of any of the following events will constitute an “Event of Default” on the part of Tenant, and there shall be no cure period
therefor except as otherwise expressly provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer of all or any portion of any
certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;
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(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;

(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;

(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit
in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5) business days of such
appointment Tenant does not inform Landlord in writing that it intends to cause such appointment to be discharged or such discharge is
not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by Tenant of a
voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s
relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within five (5) business days of
such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and
such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.

14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including
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the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant under this
Lease which survive the termination of the Term; (b) enter upon any portion of the Premises, terminate this Lease, dispossess Tenant
from the Premises through appropriate legal procedures and/or collect money damages by reason of Tenant’s breach including the
acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant under this Lease
which survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money damages as the same
come due; and (d) (after repossession of the Premises pursuant to clause (b) above and whether or not this Lease has been terminated)
relet any portion of the Premises to such tenant(s), for such term(s) (which may be greater or less than the remaining balance of the
Term), rent, conditions (which may include concessions or free rent) and uses as it may determine in its sole discretion and collect and
receive any rents payable by reason of such reletting.
  

2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and Tenant’s
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing signed
by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord’s written
demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection
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survey for the transfer of operation of any portion of the Facility to Landlord or its designee, and (c) all patient charts and resident
records along with appropriate resident consents if necessary and copies of all of its books and records relating to the Business and the
Premises. Accordingly, except as required to secure accounts receivable financing with respect to the Facility, Tenant shall not at any
time during or after the Term seek to transfer, surrender, allow to lapse, or grant any security interest or any other interest in and to the
licenses, permits or certifications relating to the Business or the Premises (except as may be required in connection with any Tenant
Financing) nor shall Tenant commit or omit any act that would jeopardize the Business or any licensure or certification of the Facility.
Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining all necessary licenses and certifications for
Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer of the Business, Facility licenses, and
Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to Landlord or its designee. Subject to
all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all rights to operate the Facility to Landlord or its
designee, including all required licenses and permits and all rights to apply for or otherwise obtain them, and all other nonproprietary
Tenant Intangible Property relating to any portion of the Premises. Notwithstanding the foregoing or any other language to the contrary
in this Lease, Tenant shall not be obligated to assign (i) any national service contracts or other national vendor arrangements that apply
to facilities other than the Facility, (ii) any proprietary or licensed software, computer programs or hardware, discs and/or similar
technology personal to Tenant, (iii) Tenant’s employee pagers, manuals, training materials, policies, procedures and materials relating
to the Facility, (iv) Tenant’s marketing studies, analysis and similar materials related to Tenant’s business conducted at the Premises
and the market and potential market therefor, or (v) any proprietary marks, trade names or other intellectual property of Tenant and/or
its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any
Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or
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its designee, manage and operate the Business on a triple net basis, and shall be entitled to all revenues of the Business during such
period, and to use any and all licenses, certifications or provider agreements issued to Tenant by any federal, state or other
governmental authority for operation of the Business, if permitted by any such governmental authority, at no additional cost or liability
to Tenant; provided that Landlord hereby agrees to indemnify and hold harmless Tenant against any losses, claims or damages
resulting from Landlord’s or its designees use of Tenant’s license or provider agreements during such period. Tenant shall not commit
any act or be remiss in the undertaking of any act that would jeopardize any licensure or certification of the Facility, and Tenant shall
comply with all requests for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid certifications and
possession of the Premises at the time of any such surrender. If Landlord or its designee exercises the right described above in this
Section, the provisions of this Section shall be self-operative and shall constitute a management agreement between Tenant, on the one
hand, and Landlord or its designee, on the other hand, on the terms set forth above; provided, however, that upon the request of
Landlord or its designee, the parties shall negotiate and enter into a separate management agreement on the terms set forth herein and to
the extent on such other terms and provisions as may be reasonably agreed to by Landlord or its designee and Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional charges
accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein shall
constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall anything
contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.

1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents,
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regardless as to whether the disclosure is inadvertent or otherwise, discovers any PHI, Landlord agrees to take reasonable steps to
maintain and to require its Agents to maintain, the privacy and confidentiality of such PHI. The parties agree that the foregoing does
not create, and is not intended to create, a “business associate” relationship between the parties as that term is defined by the Privacy
Standards. “Protected health information” or “PHI” shall have the meaning defined by the Standards for Privacy of Individually
Identifiable Health Information, 45 C.F.R. Part 160 and Subparts A and E of Part 164 (the “ Privacy Standards”), as promulgated by
the Department of Health and Human Services (“HHS”) pursuant to HIPAA. As used in this Lease, “Agents” means such party’s
agents, contractors, subcontractors, directors, officers and employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder shall not be
disturbed if any such Person takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord under the
Prime Lease, Tenant shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize
such successor as Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility Mortgagee
and Landlord executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment agreement.
Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent, which shall
not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section 16.2 or
elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts receivable
financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility Mortgagee in form
and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.
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17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant’s
assets in lieu thereof shall be deemed an assignment or other transfer of this Lease. Notwithstanding the foregoing, Tenant may,
without Landlord’s prior written consent, assign this Lease or sublet the Premises or any portion thereof to an Affiliate of Tenant if all
of the following are first satisfied: (w) such Affiliate fully assumes Tenant’s obligations hereunder; (x) Tenant remains fully liable
hereunder; (y) the use of the applicable portion of the Premises remains unchanged; and (z) Landlord in its reasonable discretion shall
have approved the form and content of all documents for such assignment or sublease and received an executed counterpart thereof.
For the absence of doubt, Tenant shall be permitted to enter into a management agreement with an Affiliate of Tenant without
obtaining Landlord’s consent thereto.

18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Tenant. Except as expressly provided
in the last sentence of this Section 18, Tenant shall not have any right under this Lease, and hereby waives all rights under applicable
law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured Casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to reimburse Tenant and Landlord
does not agree to reimburse Tenant up to the amount of such insurance proceeds in the event of a Casualty that renders the Facility
unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease and remove the Facility from the Portfolio. Upon
the removal of the Facility from the Portfolio, this Lease shall be of no further force or affect, except for any obligations or liability of
any party hereunder that accrued on or prior to the date of the Casualty. In the event of a Casualty that does not render the Facility
unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same condition as existed immediately before the
partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be reduced on a pro rata basis based upon the
number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility resulting from
such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby
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waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking. If during the Term all or substantially all
(a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or condemned by any competent public or
quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty (30) days of the
effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio effective as of the effective date of such
termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair Market
Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a Partial Taking
shall be as established pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and retain any award for a taking or
condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its own claim in the event of any
such taking or condemnation with respect to the value of Tenant’s leasehold interest in any portion of the Premises and/or the
relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or substantially all of the
Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent due under this Lease
shall be not be abated during the period of such temporary taking.

20. Indemnification.

1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental Activities on any portion of the Premises by Tenant, Hazardous Materials
Claims caused by Tenant or violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises (which
occurred on or after the Commencement Date), and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical matter identified by and any liability assessed or asserted by, any governmental agency or Medicare or Medicaid providers as
a result of or arising out or in connection with this Lease or the related change in ownership inspection and audit (including any
overpayment to any Medicare, Medicaid or other third party payor). Tenant, at its expense, shall contest, resist and defend any such
claim, action or proceeding asserted or instituted against Landlord or any Landlord Indemnified Parties with counsel acceptable to
Landlord and shall not, under any circumstances, compromise or otherwise dispose of any suit, action or proceeding without obtaining
Landlord’s written consent. Landlord, at its election and sole cost and expense, shall have the right, but not the obligation, to participate
in the defense of any claim for which Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act
promptly and completely to satisfy its obligations hereunder, Landlord may resist and defend any such claims or causes of action
against Landlord or any Landlord Indemnified Party at Tenant’s sole cost.

                            20

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs, or otherwise; (iii)
for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY PORTION OF THE PREMISES,
OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY
REMEDY.

22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or
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the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a party
shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set forth in
Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either telephonically
or via e-mail to the following addresses:

If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.

(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain obligations on the “borrower” or other counterparty thereunder to comply with or cause
the operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility. Accordingly, and notwithstanding anything contained in this Lease to the
contrary, Tenant agrees to comply with those certain Facility Mortgage Document covenants as more specifically set forth on Exhibit
“H” attached hereto and made a part hereof, for so long as any Facility Mortgage encumbers the Premises or any portion thereof or
interest therein. Tenant agrees that the requirements, expressly including, without limitation, insurance, affirmative financial, occupancy
or other performance requirements or covenants, set forth on Exhibit “H” shall prevail to the extent of any conflict with any other
express term of this Lease. If Landlord enters into any new Facility Mortgage that would result in a change to the requirements on
Exhibit “H” or that would otherwise conflict with the terms and provisions of this Lease, the parties agree to cooperate to amend this
Lease to so reflect such new requirements, provided that Landlord and Tenant shall not agree to any changes that would materially or
adversely impact Tenant’s operation of the Facility pursuant to the terms of this Lease, including with respect to Tenant’s insurance or
other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.
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25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant as such obligations
arise and if Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the
Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless
continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the
delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or
federal holiday, then such period or date shall be extended until the immediately following business day. Whenever the words
“including”, “include” or “includes” are used in this Lease, they shall be interpreted in a non-exclusive manner as though the words
“without limitation” immediately followed. Whenever the words day or days are used in this Lease, they shall mean “calendar day” or
“calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of reference only
and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to any
“Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached
hereto or to “Medicare” or “Medicaid” include any successor program. If more than one Person is Tenant hereunder, their liability and
obligations hereunder shall be joint and several. Promptly upon the request of either party and at its expense, the parties shall prepare,
enter into and record a suitable short form memorandum of this Lease. This Lease (a) contains the entire agreement of the parties
(together with the Transfer Agreement) as to the subject matter hereof and supersedes all prior or contemporaneous verbal or written
agreements or understandings, (b) may be executed in several counterparts, each of which shall be deemed an original, but all of which
shall constitute one and the same document, (c) may only be amended by a writing executed by the parties, (d) shall inure to the benefit
of and be binding upon the successors and permitted assigns of the parties, (e) shall be governed by and construed and enforced in
accordance with the internal laws of the State of Arkansas, and (f) incorporates by this reference any Exhibits and Schedules attached
hereto.

26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.
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27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.

28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

MOUNTAIN TOP PROPERTY HOLDINGS, LLC, a Georgia limited liability
company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

LANDLORD:

MOUNTAIN TOP ALF, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

TENANT:

HIGHLANDS OF MOUNTAIN VIEW RCF, LLC, a Delaware limited liability
company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 414 Massey Avenue, Mountain View, Arkansas 72560

Part of the SE1/4 SW1/4, Section 1, Township 14 North, Range 11 West, Stone County, Arkansas and being part of the 4.87 acre tract
recorded in Survey Book 5, Page 328 of the Chancery Records of said county, more particularly described as follows, to-wit:
Beginning at a rebar found at the SE corner of said 4.87 acre tract, said point being in the West right of way line of Massey Avenue
(40 foot right of way); thence South 89 degrees 28 minutes 05 seconds West a distance of 247.51 feet to a rebar found at the
Southwest corner of said 4.87 acre tract; thence North 01 degrees 19 minutes 36 seconds West a distance of 196.86 feet to a rebar;
thence North 89 degrees 28 minutes 05 seconds East a distance of 249.92 feet to a point in the West line of Massey Avenue; thence
South 00 degrees 37 minutes 30 seconds East along said West line of Massey Avenue a distance of 196.85 feet to the point of
beginning.
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.

Exhibit A-2
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or substances that are listed in the
United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any
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portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery compensation, loss or injury resulting from
any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS

Exhibit C
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250
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West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com]) Thirty (30) days after the end of each calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com)
Thirty-Five (35) days after the end of each of the first
three quarters of the fiscal year of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of
Tenant audited by a reputable certified public accounting firm (via e-mail to financials@nhp-
reit.com)

Seventy-Five (75) days after the fiscal year end of
Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection
and other reports received by Tenant as to any portion of the Premises and any portion of the
Business, including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute
or regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the
Premises, the operation of any portion of the Business or the ability to admit residents or
patients; or
(3)any violation of any other permit, approval or certification in connection with any
portion of the Premises or any portion of the Business, by any federal, state or local
authority, including Medicare or Medicaid. Two (2) business days after  receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:

a. that it is the owner of the Property;
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b. that the Prime Lease is unmodified and is in full force and effect; and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or canceled except by an agreement in writing executed by the party against whom
enforcement of such modification, change, waiver or cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the
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other provisions hereof or the application thereof to any other person and the same shall remain in full force and effect.

9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]
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EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF
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EXHIBIT 10.371

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among APH&R PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime Landlord”), APH&R
NURSING, LLC, a Georgia limited liability company (“Landlord”) and HIGHLANDS OF LITTLE ROCK SOUTH
CUMBERLAND, LLC, a Delaware limited liability company (“Tenant”), for the improved real property described on Exhibit “A-
1” (the “Facility”), and the “Landlord Personal Property” associated therewith described on Exhibit “A-2” (the Landlord Personal
Property together with the Facility, being collectively the “Premises”), which are used as a licensed healthcare facility of the type
described on Schedule 1 (the “Business”). Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of June 1, 2012 (the “Prime Lease”),
pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

7267010
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A “Lease Year”
is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during each year of the Term.
Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the “Initial Term” commences on
March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full calendar month thereafter. The Term
may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal Term”) if: (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term, Tenant delivers to Landlord a “Renewal Notice” indicating that Tenant desires to
exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (as defined in Section 13
below) (i) as of the date Landlord receives the Renewal Notice (the “Exercise Date”), or (ii) on the last day of the Initial Term; and (c)
all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising the renewal options for all Related Leases.
For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended
automatically to the last day of the Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or in
part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to this Lease.

2. Tenant’s Conditions Precedent. The duties and obligations of Tenant pursuant to the terms of this Lease are
and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by Tenant in
writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee;
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(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement in
form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I attached
hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to Forty-Five
Thousand and 00/100 Dollars ($45,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent” shall be equal
to one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).

4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid by Tenant. Except as expressly
set forth herein and in the Transfer Agreement, (i) Tenant shall continue to perform its obligations under this Lease even if Tenant
claims it has been damaged
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by Landlord, (ii) Tenant shall at all times remain obligated under this Lease without any right of set-off, counterclaim, abatement,
deduction, reduction or defense of any kind (except as set forth in Sections 18 and 19 below) and (iii) Tenant’s sole right to recover
damages against Landlord under this Lease shall be to prove such damages in a separate action. Pursuant to the Transfer Agreement,
and notwithstanding anything herein to the contrary, Landlord and Tenant acknowledge and agree that Tenant may offset any
recoupment of Medicare, Medicaid, or any other Losses (as that term is defined in the Transfer Agreement) against Rent; provided, that
Tenant shall promptly notify Landlord of the offset and the reason therefor. Notwithstanding anything herein to the contrary, Landlord
and Tenant hereby acknowledge and agree that Tenant’s obligations hereunder shall be conditioned upon the Prime Lease continuing
to be in full force and effect for the Term of this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord
shall assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and provide Tenant with a copy of same. Tenant agrees that it will not assign
or encumber or attempt to assign or encumber the Security Deposit. Landlord, its successors and assigns shall return the Security
Deposit (within ten (10) business days following the Termination Date) to the last
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tenant in possession of the Premises at the last address for which Notice is to be given by such tenant and Landlord thereafter shall be
relieved of any liability therefor, regardless of one or more assignments of this Lease or any such actual or attempted assignment or
encumbrances of the Security Deposit.

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior to the
Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be promptly
paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section 9.1), by appropriate proceedings sufficient to prevent its collection or other realization and the sale, forfeiture or loss of any
portion of the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable security to assure the foregoing).
Tenant shall
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diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Landlord and Prime
Landlord shall cooperate fully in any Protest that involves an amount assessed against it.

2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be primary and provide that any insurance with respect to any portion of the Premises maintained by Landlord is
excess and noncontributing with Tenant’s insurance. The property policy(ies) shall also name the Landlord, Prime Landlord and
Facility Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any insurance carrier,
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or either of them, may have by reason of any provision in any policy issued to them, provided such waiver does not thereby invalidate
such policy. Original policies or satisfactory insurer certificates evidencing the existence of the insurance required by this Lease and
showing the interest of Landlord and Facility Mortgagee shall be provided to Landlord prior to the commencement of the Term or, for
a renewal policy, not less than ten (10) days prior to the expiration date of the insurance policy being renewed. If Landlord is provided
with a certificate, it may demand that Tenant provide a complete copy of the related policy within ten (10) days of policy issuance.
Tenant shall be permitted to keep all insurance required hereunder under blanket policies covering the Premises and other facilities
owned or operated by Tenant or its Affiliates. During the Term, Tenant shall maintain the following insurance and any claims
thereunder shall be adjudicated by and at the expense of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard “all risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such
requirements with the Facility Mortgagee), but in no event greater than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate,
naming Landlord as additional insured;
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(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee
(and Landlord agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Landlord as an additional insured. If such coverage is
purchased on a claims made basis, Tenant must show proof of the ability to purchase tail coverage to last through the statute of
limitations, upon the Termination Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for
injuries sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent
with all applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Business conducted thereon and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements,
including timely filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that
the Facility continues to be certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is
returned to Landlord, all without any suspension, revocation, decertification or other material limitation. Further, Tenant shall not
commit any act or omission that would in any material way violate any certificate of occupancy affecting the Facility, result in closure
of the Business conducted at the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if
applicable), bed rights or other similar certificate or license. All inspection fees, costs and charges associated with a change of such
licensure or
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certification shall be borne solely by Landlord. Notwithstanding the foregoing or any other language to the contrary in this Lease, the
parties understand and agree that certain deficiencies or situations of non-compliance with various regulatory requirements are likely to
occur from time to time in the normal course of business. Such occurrences will not constitute a breach or default by Tenant under this
Lease provided that: (i) Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or situations of non-
compliance and effectuates such cure to the extent the same can be practicably accomplished; (ii) the occurrences do not otherwise
result in the loss of Tenant’s ability to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with respect to the
non-payment of Rent.

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.

(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii) keep and maintain all Landlord and Tenant Personal Property in good condition,
ordinary wear and tear excepted, and repair and replace such property consistent with prudent industry practice as required under this
Lease.

                            9

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.

(c) Landlord Investment.

i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or enforcement of existing regulations (including any life safety, fire code or other laws
or regulations) which necessitates repairs, renovations or other improvements to the Facility (each a “Required Improvement”
and collectively, the “Required Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum
of $50,000.00 in any Lease Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord
shall pay the amount exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay
the Annual Yield on the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.
   

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(d) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such Licensing Survey Deficiency (and
Tenant shall have no obligation to pay the Annual Yield on such amount).

(e) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).

(f) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects
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(each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall obtain Landlord’s prior
written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s sole discretion. As a
condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to Landlord a written
request describing in detail the Capital Improvement Project(s) for which funding is sought and such information concerning the
details, plans, specifications, scope, cost and payment of such Capital Improvement Projects as required by Landlord including,
without limitation, such lien waivers and releases from all parties furnishing materials and/or services for the Capital Improvement
Projects and such other documents as Facility Mortgagee may require. Upon approval of the specified Capital Improvement Project by
Landlord in its sole discretion and the completion and documentation of any such Capital Improvement Project by Tenant, monthly
Rent shall increase in accordance with the terms and conditions of Section 3.3 above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan, remedy any such problem to the satisfaction of Landlord and all applicable
governmental authorities, in accordance with all Hazardous Materials Laws and good business practices. During the Term, Tenant
shall immediately advise Landlord in writing of: (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b)
any Hazardous Materials Claims against Tenant or any portion of the Premises; (c) any remedial action taken by Tenant in response to
any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any
Hazardous Materials Laws; (d) Tenant’s discovery of any occurrence or condition on or in the vicinity of any portion of the Premises
that materially increase the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to
or from Tenant, any governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims
with respect to any portion of the Premises, including copies thereof. Landlord shall have the right, and except for any items noted on
Exhibit “D” at Tenant’s sole cost and expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and
with
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counsel chosen by Landlord, to join and participate in, as a party if it so elects, any legal proceedings or actions initiated in connection
with any Hazardous Materials Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there are not
pending claims or causes of action arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii) to
Landlord’s knowledge, no Environmental Activities in violation of any Hazardous Materials Laws have occurred prior to the
Commencement Date which have not been remedied in full. Notwithstanding anything to the contrary contained herein, in no event
shall Tenant be responsible for conditions of the Premises in existence prior to the Commencement Date, and, if required by law,
Landlord hereby agrees to remedy any such actual or suspected problem through the removal of Hazardous Materials at Landlord’s
sole cost and expense.
 

10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime Landlord’s waiver of any statutory landlord’s
lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such
reports as are delivered pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc.,
be subject to any particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other
information
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from Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and information within
ten (10) days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to
perform this Lease within the state where the Facility is located; and (c) neither this Lease nor any other document executed or to be
executed in connection herewith violates the terms of any other agreement of such party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The
occurrence of any of the following events will constitute an “Event of Default” on the part of Tenant, and there shall be no cure period
therefor except as otherwise expressly provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer of all or any portion of any
certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;

(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;
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(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;

(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit
in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5) business days of such
appointment Tenant does not inform Landlord in writing that it intends to cause such appointment to be discharged or such discharge is
not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by Tenant of a
voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s
relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within five (5) business days of
such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and
such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.

14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (b) enter upon any portion of the Premises, terminate this Lease,
dispossess Tenant from the Premises
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through appropriate legal procedures and/or collect money damages by reason of Tenant’s breach including the acceleration of all Rent
which would have accrued after such termination and all obligations and liabilities of Tenant under this Lease which survive the
termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money damages as the same come due; and
(d) (after repossession of the Premises pursuant to clause (b) above and whether or not this Lease has been terminated) relet any portion
of the Premises to such tenant(s), for such term(s) (which may be greater or less than the remaining balance of the Term), rent,
conditions (which may include concessions or free rent) and uses as it may determine in its sole discretion and collect and receive any
rents payable by reason of such reletting.

2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and Tenant’s
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing signed
by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord’s written
demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Facility to Landlord or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Business and the Premises. Accordingly, except as required to secure accounts receivable financing with respect to the Facility,
Tenant
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shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or grant any security interest or any other
interest in and to the licenses, permits or certifications relating to the Business or the Premises (except as may be required in connection
with any Tenant Financing) nor shall Tenant commit or omit any act that would jeopardize the Business or any licensure or
certification of the Facility. Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining all necessary licenses
and certifications for Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer of the Business, Facility
licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to Landlord or its
designee. Subject to all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all rights to operate the Facility to
Landlord or its designee, including all required licenses and permits and all rights to apply for or otherwise obtain them, and all other
nonproprietary Tenant Intangible Property relating to any portion of the Premises. Notwithstanding the foregoing or any other
language to the contrary in this Lease, Tenant shall not be obligated to assign (i) any national service contracts or other national vendor
arrangements that apply to facilities other than the Facility, (ii) any proprietary or licensed software, computer programs or hardware,
discs and/or similar technology personal to Tenant, (iii) Tenant’s employee pagers, manuals, training materials, policies, procedures
and materials relating to the Facility, (iv) Tenant’s marketing studies, analysis and similar materials related to Tenant’s business
conducted at the Premises and the market and potential market therefor, or (v) any proprietary marks, trade names or other intellectual
property of Tenant and/or its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any
Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or its designee, manage and operate the Business on a triple net basis, and shall be entitled to all revenues of the Business during such
period, and to use any and all licenses, certifications or provider agreements issued to Tenant by any federal, state or other
governmental authority for operation of the Business, if permitted by any such governmental authority, at no additional
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cost or liability to Tenant; provided that Landlord hereby agrees to indemnify and hold harmless Tenant against any losses, claims or
damages resulting from Landlord’s or its designees use of Tenant’s license or provider agreements during such period. Tenant shall not
commit any act or be remiss in the undertaking of any act that would jeopardize any licensure or certification of the Facility, and
Tenant shall comply with all requests for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid
certifications and possession of the Premises at the time of any such surrender. If Landlord or its designee exercises the right described
above in this Section, the provisions of this Section shall be self-operative and shall constitute a management agreement between
Tenant, on the one hand, and Landlord or its designee, on the other hand, on the terms set forth above; provided, however, that upon
the request of Landlord or its designee, the parties shall negotiate and enter into a separate management agreement on the terms set
forth herein and to the extent on such other terms and provisions as may be reasonably agreed to by Landlord or its designee and
Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional charges
accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein shall
constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall anything
contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.

1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents, regardless as to whether the
disclosure is inadvertent or otherwise, discovers any PHI, Landlord agrees to take reasonable steps to maintain and to require its
Agents to maintain, the privacy and confidentiality of such PHI. The parties agree that the foregoing does not create, and is not
intended to create, a “business associate” relationship between the parties
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as that term is defined by the Privacy Standards. “Protected health information” or “PHI” shall have the meaning defined by the
Standards for Privacy of Individually Identifiable Health Information, 45 C.F.R. Part 160 and Subparts A and E of Part 164 (the
“Privacy Standards”), as promulgated by the Department of Health and Human Services (“HHS”) pursuant to HIPAA. As used in
this Lease, “Agents” means such party’s agents, contractors, subcontractors, directors, officers and employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder shall not be
disturbed if any such Person takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord under the
Prime Lease, Tenant shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize
such successor as Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility Mortgagee
and Landlord executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment agreement.
Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent, which shall
not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section 16.2 or
elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts receivable
financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility Mortgagee in form
and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding.
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For purposes of this Section, a sale or transfer of all or a controlling ownership interest in Tenant or a merger or other combination by
Tenant or a sale of all or substantially all of Tenant’s assets in lieu thereof shall be deemed an assignment or other transfer of this
Lease. Notwithstanding the foregoing, Tenant may, without Landlord’s prior written consent, assign this Lease or sublet the Premises
or any portion thereof to an Affiliate of Tenant if all of the following are first satisfied: (w) such Affiliate fully assumes Tenant’s
obligations hereunder; (x) Tenant remains fully liable hereunder; (y) the use of the applicable portion of the Premises remains
unchanged; and (z) Landlord in its reasonable discretion shall have approved the form and content of all documents for such
assignment or sublease and received an executed counterpart thereof. For the absence of doubt, Tenant shall be permitted to enter into
a management agreement with an Affiliate of Tenant without obtaining Landlord’s consent thereto.

18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Tenant. Except as expressly provided
in the last sentence of this Section 18, Tenant shall not have any right under this Lease, and hereby waives all rights under applicable
law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured Casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to reimburse Tenant and Landlord
does not agree to reimburse Tenant up to the amount of such insurance proceeds in the event of a Casualty that renders the Facility
unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease and remove the Facility from the Portfolio. Upon
the removal of the Facility from the Portfolio, this Lease shall be of no further force or affect, except for any obligations or liability of
any party hereunder that accrued on or prior to the date of the Casualty. In the event of a Casualty that does not render the Facility
unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same condition as existed immediately before the
partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be reduced on a pro rata basis based upon the
number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility resulting from
such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking. If during the Term all or
substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or condemned by any
competent public or quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty
(30) days of the effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio effective as of the
effective date of such termination, or (b) in the
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case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair Market Value of the applicable
portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a Partial Taking shall be as established
pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and retain any award for a taking or condemnation other than a
temporary taking; provided, however, Tenant shall be entitled to submit its own claim in the event of any such taking or condemnation
with respect to the value of Tenant’s leasehold interest in any portion of the Premises and/or the relocation costs incurred by Tenant as
a result thereof. In the event of a temporary taking of less than all or substantially all of the Premises, Tenant shall be entitled to receive
and retain any and all awards for the temporary taking and the Rent due under this Lease shall be not be abated during the period of
such temporary taking.

20. Indemnification.

1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental Activities on any portion of the Premises by Tenant, Hazardous Materials
Claims caused by Tenant or violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises (which
occurred on or after the Commencement Date), and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical matter identified by and any liability assessed or asserted by, any governmental agency or Medicare or Medicaid providers as
a result of or arising out or in connection with this Lease or the related change in ownership inspection and audit (including any
overpayment to any Medicare, Medicaid or other third party payor). Tenant, at its expense, shall contest, resist and defend any such
claim, action or proceeding asserted or instituted against Landlord or any Landlord Indemnified Parties with counsel acceptable to
Landlord and shall not, under any circumstances, compromise or otherwise dispose of any suit, action or proceeding without obtaining
Landlord’s written consent. Landlord, at its election and sole cost and expense, shall have the right, but not the obligation, to participate
in the defense of any claim for which Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act
promptly and completely to satisfy its obligations hereunder, Landlord may resist and defend any such claims or causes of action
against Landlord or any Landlord Indemnified Party at Tenant’s sole cost.
 

2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs,
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or otherwise; (iii) for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY PORTION OF THE PREMISES,
OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY
REMEDY.

22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a
party shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set
forth in Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either
telephonically or via e-mail to the following addresses:
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If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.

(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain obligations on the “borrower” or other counterparty thereunder to comply with or cause
the operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility. Accordingly, and notwithstanding anything contained in this Lease to the
contrary, Tenant agrees to comply with those certain Facility Mortgage Document covenants as more specifically set forth on Exhibit
“H” attached hereto and made a part hereof, for so long as any Facility Mortgage encumbers the Premises or any portion thereof or
interest therein. Tenant agrees that the requirements, expressly including, without limitation, insurance, affirmative financial, occupancy
or other performance requirements or covenants, set forth on Exhibit “H” shall prevail to the extent of any conflict with any other
express term of this Lease. If Landlord enters into any new Facility Mortgage that would result in a change to the requirements on
Exhibit “H” or that would otherwise conflict with the terms and provisions of this Lease, the parties agree to cooperate to amend this
Lease to so reflect such new requirements, provided that Landlord and Tenant shall not agree to any changes that would materially or
adversely impact Tenant’s operation of the Facility pursuant to the terms of this Lease, including with respect to Tenant’s insurance or
other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.

25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant as such obligations
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arise and if Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the
Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless
continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the
delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or
federal holiday, then such period or date shall be extended until the immediately following business day. Whenever the words
“including”, “include” or “includes” are used in this Lease, they shall be interpreted in a non-exclusive manner as though the words
“without limitation” immediately followed. Whenever the words day or days are used in this Lease, they shall mean “calendar day” or
“calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of reference only
and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to any
“Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached
hereto or to “Medicare” or “Medicaid” include any successor program. If more than one Person is Tenant hereunder, their liability and
obligations hereunder shall be joint and several. Promptly upon the request of either party and at its expense, the parties shall prepare,
enter into and record a suitable short form memorandum of this Lease. This Lease (a) contains the entire agreement of the parties
(together with the Transfer Agreement) as to the subject matter hereof and supersedes all prior or contemporaneous verbal or written
agreements or understandings, (b) may be executed in several counterparts, each of which shall be deemed an original, but all of which
shall constitute one and the same document, (c) may only be amended by a writing executed by the parties, (d) shall inure to the benefit
of and be binding upon the successors and permitted assigns of the parties, (e) shall be governed by and construed and enforced in
accordance with the internal laws of the State of Arkansas, and (f) incorporates by this reference any Exhibits and Schedules attached
hereto.

26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.

27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.
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28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

APH&R PROPERTY HOLDINGS, LLC, a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

LANDLORD:

APH&R NURSING, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

TENANT:

HIGHLANDS OF LITTLE ROCK SOUTH CUMBERLAND, LLC, a Delaware
limited liability company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 1516 South Cumberland Street, Little Rock, Arkansas 72202

All of Block 19, Original City of Little Rock, Pulaski County, Arkansas, LESS AND EXCEPT the West 50 feet of Lots 1, 2 and 3 of
said Block 19, Original City of Little Rock, Pulaski County, Arkansas.

Exhibit A-1
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.

Exhibit A-2
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or
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substances that are listed in the United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended
from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.

Exhibit B
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS

Exhibit C
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]

Exhibit D
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250
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West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com]) Thirty (30) days after the end of each calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com)
Thirty-Five (35) days after the end of each of the first
three quarters of the fiscal year of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of
Tenant audited by a reputable certified public accounting firm (via e-mail to financials@nhp-
reit.com)

Seventy-Five (75) days after the fiscal year end of
Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection
and other reports received by Tenant as to any portion of the Premises and any portion of the
Business, including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute
or regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the
Premises, the operation of any portion of the Business or the ability to admit residents or
patients; or
(3)any violation of any other permit, approval or certification in connection with any
portion of the Premises or any portion of the Business, by any federal, state or local
authority, including Medicare or Medicaid. Two (2) business days after receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.

Exhibit G
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]

Exhibit H
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:
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a. that it is the owner of the Property;

b. that the Prime Lease is unmodified and is in full force and effect; and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or
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canceled except by an agreement in writing executed by the party against whom enforcement of such modification, change,
waiver or cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the other provisions hereof or the application thereof to any other
person and the same shall remain in full force and effect.

9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]
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EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description

Exhibit I
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF
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EXHIBIT 10.372

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Lease”) is entered into as of the 16th day of January, 2015 (the “Execution Date”)
by and among NORTHRIDGE HC&R PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Prime
Landlord”), NORTHRIDGE HC&R NURSING, LLC , a Georgia limited liability company (“Landlord”) and HIGHLANDS OF
NORTH LITTLE ROCK JOHN ASHLEY, LLC, a Delaware limited liability company (“Tenant”), for the improved real property
described on Exhibit “A-1” (the “Facility”), and the “Landlord Personal Property” associated therewith described on Exhibit “A-
2” (the Landlord Personal Property together with the Facility, being collectively the “Premises”), which are used as a licensed
healthcare facility of the type described on Schedule 1 (the “Business”). Certain capitalized terms used in this Lease are defined on
Exhibit “B”.

RECITALS
 

WHEREAS, Landlord is the tenant under that certain Facility Lease Agreement dated as of April 1, 2012 (the “Prime
Lease”), pursuant to which Landlord leases the Premises from Prime Landlord, the owner of the Premises;

WHEREAS, Prime Landlord and Landlord are affiliated entities with common ownership;

WHEREAS, Landlord desires to sublease the Premises to Tenant, and Tenant desires to sublease the Premises from Landlord
on the terms and conditions hereinafter set forth;

WHEREAS, Tenant and Landlord have entered into an Operations Transfer Agreement (the “ Transfer Agreement”) as of the
date hereof;

WHEREAS, Tenant’s affiliate, Aria Health Consulting, LLC (“ AHC”) and Landlord’s affiliate, AdCare Health Services, Inc.
(“ADK”), have entered into a Consulting Agreement (the “Consulting Agreement”) dated as of January 1, 2015, pursuant to which
AHC has agreed to provide consulting services to ADK and Landlord, as ADK’s affiliate, until the Commencement Date (as
hereinafter defined) or, if the Term of this Lease does not commence, until the Failure of Conditions Termination Date (as hereinafter
defined); and

WHEREAS, Affiliates of Landlord desire to sublease other facilities related to this transaction more particularly described in
Schedule 1 (the “Related Facilities”) to Affiliates of Tenant (the “Related Lease Affiliates”) pursuant to subleases substantially similar
to this Lease and dated concurrently herewith (the “Related Leases”). The Related Facilities and the Facility shall be referred to
collectively herein as the “Portfolio”.

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

726709
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1. Term. The “Term” of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A “Lease Year”
is the twelve (12) month period commencing on the Commencement Date and each anniversary thereof during each year of the Term.
Provided the Conditions Precedent set forth in Section 2 below have been satisfied or waived, the “Initial Term” commences on
March 1, 2015 (the “Commencement Date”) and ends on the last day of the sixtieth (60th) full calendar month thereafter. The Term
may be extended by Tenant for one (1) separate renewal term of five (5) years (“Renewal Term”) if: (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term, Tenant delivers to Landlord a “Renewal Notice” indicating that Tenant desires to
exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (as defined in Section 13
below) (i) as of the date Landlord receives the Renewal Notice (the “Exercise Date”), or (ii) on the last day of the Initial Term; and (c)
all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising the renewal options for all Related Leases.
For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. Upon receipt of a Renewal Notice, the Prime Lease shall be extended
automatically to the last day of the Renewal Term.

2. Conditions Precedent.

1. Landlord’s Conditions Precedent. The duties and obligations of Landlord pursuant to the terms of this
Lease are and shall expressly be conditioned upon the following (the “Conditions Precedent”), which may be waived, in whole or in
part, by Landlord in writing:

(a) Satisfaction of all of the conditions set forth in Section 4.1 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee; and

(d) Completion and approval by Landlord in its sole discretion of all schedules and exhibits to this Lease.

2. Tenant’s Conditions Precedent. The duties and obligations of Tenant pursuant to the terms of this Lease are
and shall expressly be conditioned upon the following Conditions Precedent, which may be waived in whole or in part, by Tenant in
writing:

(a) Satisfaction of all of the conditions set forth in Section 4.2 of the Transfer Agreement;

(b) Receipt by Tenant and all Related Lease Affiliates of adequate assurances that all licenses and other
approvals required by the State of Arkansas to operate the Facility and all Related Facilities will be granted effective as of March 1,
2015;

(c) Approval of this Lease by the Facility Mortgagee;
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(d) Delivery by Facility Mortgagee of a subordination, non-disturbance and attornment agreement in
form and substance reasonably acceptable to Tenant;

(e) Delivery by Prime Landlord of the Recognition Agreement in the form set forth in Exhibit I attached
hereto; and

(f) Completion and approval by Tenant in its sole discretion of all schedules and exhibits to this Lease.

3. Failure of Conditions. If the Conditions Precedent shall not have been satisfied or waived by February 27,
2015, either party may terminate this Lease and the Transfer Agreement by written notice of termination (the “Termination Notice”)
delivered to the other party by February 27, 2015 (the “Failure of Conditions Termination Date”). Upon termination of this Lease
under the terms of this Section 2, neither party hereto shall have any further claims or obligations under this Lease or the Transfer
Agreement, except those obligations that expressly survive termination. Notwithstanding any provision of this Section 2.3 to the
contrary, if the parties are unable to agree upon the initial Deferred Maintenance Items (as that term is defined in Section 9.2(c)(ii)
below for the River Valley Facility to be included on Exhibit “E”, the sole remedy of the parties shall be to exclude the River Valley
Facility from the Portfolio
4.

3. Rent. During the Term, Tenant shall pay in advance to Landlord on or before the 1 st day of each month after the
Commencement Date (except for the first Rent payment, which shall be made on or before March 15, 2015) the following amounts as
Rent (as defined below):

1. Initial Term Base Rent. During the first Lease Year of the Initial Term, “Rent” shall be equal to Sixty
Thousand and 00/100 Dollars ($60,000.00) per month. During each subsequent Lease Year of the Initial Term, “Rent” shall be equal
to one-hundred two percent (102%) of the Rent due for the immediately preceding Lease Year.

2. Renewal Term Base Rent. During the Renewal Term, “Rent” shall be equal to one hundred three percent
(103%) of the Rent due for the immediately preceding Lease Year.

3. Additional Rent. In the event a disbursement is made by Landlord for a Landlord Investment (as defined in
Section 9.2(c) below) or a Capital Improvement Project (as defined in Section 9.2(f) below) during any month, Rent shall increase on
the first day of the immediately succeeding calendar month by one-twelfth (1/12th) of the amount equal to the product of: (i) the amount
disbursed for the Landlord Investment or Capital Improvement Project; and (ii) nine percent (9%) (the “Annual Yield”).

4. Absolute Net Lease. Except as expressly set forth herein and in the Transfer Agreement, all Rent payments
shall be absolutely net to Landlord, free of any and all Taxes (as defined below in Section 6), Other Charges (as defined below in
Section 6), and Tenant’s operating or other expenses of any kind whatsoever, all of which shall be paid by Tenant. Except as expressly
set forth herein and in the Transfer Agreement, (i) Tenant shall continue to perform its obligations under this Lease even if Tenant
claims it has been damaged by Landlord, (ii) Tenant shall at all times remain obligated under this Lease without any right
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of set-off, counterclaim, abatement, deduction, reduction or defense of any kind (except as set forth in Sections 18 and 19 below) and
(iii) Tenant’s sole right to recover damages against Landlord under this Lease shall be to prove such damages in a separate action.
Pursuant to the Transfer Agreement, and notwithstanding anything herein to the contrary, Landlord and Tenant acknowledge and
agree that Tenant may offset any recoupment of Medicare, Medicaid, or any other Losses (as that term is defined in the Transfer
Agreement) against Rent; provided, that Tenant shall promptly notify Landlord of the offset and the reason therefor. Notwithstanding
anything herein to the contrary, Landlord and Tenant hereby acknowledge and agree that Tenant’s obligations hereunder shall be
conditioned upon the Prime Lease continuing to be in full force and effect for the Term of this Lease.

5. Payment Terms. All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord’s wire transfer instructions attached hereto as Exhibit “C”, or as otherwise directed by Landlord from time
to time.

4. Security Deposit. Tenant shall deposit with Landlord and maintain during the Term a sum equal to the base Rent for
the first month of Initial Term as a security deposit (the “Security Deposit”) which Landlord shall hold as security for the full and
faithful performance by Tenant of every material term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord in six (6) equal monthly installments beginning on the
Commencement Date. The Security Deposit may be deposited by Landlord into an interest-bearing account, which interest shall accrue
for the sole benefit of Landlord and not Tenant. The Security Deposit shall not be considered an advance payment of Rent (or of any
other sum payable by Tenant under this Lease) or a measure of Landlord’s damages in case of a default by Tenant. The Security
Deposit shall not be considered a trust fund, and Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or
in any fiduciary capacity in controlling or using the Security Deposit. Unless required by law, Landlord shall have no obligation to
maintain the Security Deposit separate and apart from Landlord’s general and/or other funds. If Tenant defaults in respect of any of the
terms, provisions, covenants and conditions of this Lease (or if there is a default by any Related Lease Affiliate under any Related
Lease), Landlord may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to Landlord,
apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Landlord may expend or be
required to expend by reason of Tenant’s default, including but not limited to, any damages or deficiency in reletting the Premises.
Whenever, and as often as, Landlord has applied any portion of the Security Deposit to cure Tenant’s default hereunder, or under any
Related Lease, Tenant shall, within ten (10) business days after Notice from Landlord, deposit additional money with Landlord
sufficient to restore the Security Deposit to the full amount then required to be deposited with Landlord and Tenant’s failure to do so
shall constitute an Event of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord
shall assign the Security Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security
Deposit, and Tenant agrees to look solely to the new landlord for the return of the Security Deposit, provided that Landlord and the
new landlord execute an assignment of Security Deposit and provide Tenant with a copy of same. Tenant agrees that it will not assign
or encumber or attempt to assign or encumber the Security Deposit. Landlord, its successors and assigns shall return the Security
Deposit (within ten (10) business days following the Termination Date) to the last tenant in possession of the Premises at the last
address for which Notice is to be given by such tenant and Landlord thereafter shall be relieved of any liability
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therefor, regardless of one or more assignments of this Lease or any such actual or attempted assignment or encumbrances of the
Security Deposit.

5. Late Charges. The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the use
of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on demand
a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) days after the due date for such payment, such
unpaid amount shall accrue interest from such date at the rate of five percent (5%) per annum (the “Agreed Rate”).

6. Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges
shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other Charges
received by it. Subject to Landlord’s obligations to make payments from the impound deposits made by Tenant pursuant to Section 6.2
below, Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any fine,
penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or
assessed with respect to the Premises, and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Business
or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Tenant shall pay the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether
or not interest accrues on the unpaid balance). Notwithstanding the foregoing, there shall be excluded from the definition of Taxes, and
Tenant shall not be responsible for paying, any income taxes, gross receipts taxes, personal property taxes on the Landlord Personal
Property, excess profit taxes, excise taxes, franchise taxes, capital stock taxes, transfer taxes or other taxes or assessments personal in
nature to Landlord whether or not based in whole or in part on the Rent payable hereunder. Further, in no event shall Tenant be
responsible for any assessments in connection with the initial development or construction of the Facility. Within ten (10) days of its
receipt of Landlord’s written notice of payment, Tenant shall pay Landlord an amount equal to any Taxes or Penalty that Landlord at
any time is assessed or otherwise becomes responsible and for which Tenant is liable under this Lease. However, nothing in this Lease
shall obligate Tenant to pay penalties incurred as a result of Landlord’s failure to timely forward bills to Tenant. Notwithstanding
anything to the contrary contained herein, Tenant shall not be responsible for any Taxes or Other Charges which accrue prior to the
Commencement Date, it being understood that any such Taxes or Other Charges shall be the responsibility of and shall be promptly
paid by Landlord prior to delinquency.

1. Protests. Tenant has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section 9.1), by appropriate proceedings sufficient to prevent its collection or other realization and the sale, forfeiture or loss of any
portion of the Premises or Rent to satisfy it (so long as Tenant provides Landlord with reasonable security to assure the foregoing).
Tenant shall diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Landlord
and Prime Landlord shall cooperate fully in any Protest that involves an amount assessed against it.
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2. Impound. If required by the Facility Mortgagee or upon Landlord’s written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one-twelfth (1/12 th) of the amount required to discharge the
annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The
deposits shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of
the related obligations. Provided that the impound deposits are then sufficient for payment of the applicable obligations, (a) the amounts
held by Landlord shall be applied by Landlord directly to the payment of the related obligations in a timely fashion and prior to the
imposition of any Penalty, and (b) if any Penalty results from Landlord’s failure to timely make any such payment, such Penalty shall
be borne by Landlord. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the
obligation in full, Tenant shall within ten (10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the
actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the
end of the final Lease Year shall be refunded to Tenant within thirty (30) calendar days. Tenant shall forward to Landlord or its
designee all Tax bills, bond and assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all
such deposits to the transferee, and Landlord shall thereafter have no liability of any kind with respect thereto. Notwithstanding
anything to the contrary contained herein, in no event shall funds impounded by Tenant for Taxes be used to pay any taxes accrued
prior to the Commencement Date.

3. Tax Treatment; Reporting. Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes.  For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises; (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code; and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

7. Insurance. All insurance provided for in this Lease shall (i) name Landlord and Prime Landlord as additional
insureds and, for the property insurance policies, Prime Landlord as the owner, (ii) be on an “occurrence” basis, or if claims made,
include a provision whereby tail coverage costs are specified upon policy inception, (iii) cover all of Tenant’s operations at the Facility,
(iv) provide that the insurer will endeavor to provide not less than ten (10) days prior written notice to Landlord before the policy may
be canceled and (v) be primary and provide that any insurance with respect to any portion of the Premises maintained by Landlord is
excess and noncontributing with Tenant’s insurance. The property policy(ies) shall also name the Landlord, Prime Landlord and
Facility Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any insurance carrier, or
either of them, may have by reason of any provision in any policy issued to them, provided such waiver does not thereby invalidate
such policy. Original policies or satisfactory insurer certificates evidencing the existence of the insurance required by this Lease and
showing the interest of Landlord and Facility Mortgagee shall be provided to Landlord prior to the
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commencement of the Term or, for a renewal policy, not less than ten (10) days prior to the expiration date of the insurance policy
being renewed. If Landlord is provided with a certificate, it may demand that Tenant provide a complete copy of the related policy
within ten (10) days of policy issuance. Tenant shall be permitted to keep all insurance required hereunder under blanket policies
covering the Premises and other facilities owned or operated by Tenant or its Affiliates. During the Term, Tenant shall maintain the
following insurance and any claims thereunder shall be adjudicated by and at the expense of it or its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard “all risk” property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief or any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 7(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to Tenant;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection in amounts required by the Facility Mortgagee (and Landlord agrees to negotiate the terms of such
requirements with the Facility Mortgagee), but in no event greater than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate,
naming Landlord as additional insured;

(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its contractors and all related parties, to include coverage for medical
directors with regard to their administrative duties provided to the Facility, with limits in amounts required by the Facility Mortgagee
(and Landlord agrees to negotiate the terms of such requirements with the Facility Mortgagee), but in no event greater than
$1,000,000.00 per occurrence/$3,000,000.00
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in the aggregate, naming Landlord as an additional insured. If such coverage is purchased on a claims made basis, Tenant must show
proof of the ability to purchase tail coverage to last through the statute of limitations, upon the Termination Date; and

(e) Workers’ Compensation and Employers Liability Insurance  with respect to the Facility for
injuries sustained by Tenant’s employees in the course and scope of their employment, as well as volunteers, and otherwise consistent
with all applicable state law and meeting all other legal requirements.

Notwithstanding anything to the contrary contained herein, if during the first Lease Year only the premiums for the policies required in
subsections (c) and (d) above shall exceed the State of Arkansas’ maximum allowable premiums (for purposes of Medicaid
reimbursement) (the “Reimbursement Threshold”), then any such excess premium over the Reimbursement Threshold shall be split
equally between Landlord and Tenant, and Landlord’s share of such excess premium shall be reflected as an offset in the Rent then
due from Tenant.

8. Use, Regulatory Compliance and Pre-Existing Conditions.

1. Permitted Use; Qualified Care. Except in the event of casualty or a Taking as provided in Sections 18 and
19 below, Tenant shall continuously use and occupy the Facility during the Term as a licensed facility engaged in the Business
described on Schedule 1 with not less than the applicable number of beds shown on Schedule 1, and for ancillary services relating
thereto, which may include hospice, therapy, adult day care, home care and other healthcare services, but for no other purpose
(collectively, the “Permitted Use”). Tenant shall provide care, treatment and services to all residents of the Facility in a manner
consistent with all applicable laws. Notwithstanding any common law or statutory right, Tenant agrees not to transfer, move or
otherwise take action that reduces licensed bed complement of the Facility and Tenant agrees not to take any of the licensed beds out
of service or move the beds to a different location.

2. Regulatory Compliance. Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Business conducted thereon and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements,
including timely filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that
the Facility continues to be certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is
returned to Landlord, all without any suspension, revocation, decertification or other material limitation. Further, Tenant shall not
commit any act or omission that would in any material way violate any certificate of occupancy affecting the Facility, result in closure
of the Business conducted at the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if
applicable), bed rights or other similar certificate or license. All inspection fees, costs and charges associated with a change of such
licensure or certification shall be borne solely by Landlord. Notwithstanding the foregoing or any other language to the contrary in this
Lease, the parties understand and agree that certain deficiencies or situations of non-compliance with various regulatory requirements
are likely to occur from time to time in the normal course of business. Such occurrences will not constitute a breach or default by
Tenant under this Lease provided that: (i) Tenant diligently takes all reasonable actions in a timely manner to cure such deficiencies or
situations of non-compliance and effectuates such
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cure to the extent the same can be practicably accomplished; (ii) the occurrences do not otherwise result in the loss of Tenant’s ability
to operate the Facility for the Permitted Use; and (iii) no Event of Default exists with respect to the non-payment of Rent.

9. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

1. Acceptance “AS IS”; No Liens. Tenant acknowledges that its Affiliates are presently engaged in operations
similar to those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied
on any representations or warranties, express or implied, of any kind from Landlord, other than as set forth in the Transfer Agreement.
Tenant has investigated the Premises, has selected the Premises to its own specifications, has concluded that no improvements or
modifications to them are required in order to operate the Facility, and subject to the initial Deferred Maintenance Items pursuant to
Section 9.2(c)(ii) below and the items set forth in Exhibit “D” attached hereto, accepts the Facility and the Premises on an “AS IS”
basis and (except as set forth in the Transfer Agreement) assumes all responsibility and cost for the correction of any observed or
unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 6.1, Tenant shall not cause or permit any
lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a “Lien”) for any reason,
provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as a result of Prime
Landlord’s or Landlord’s action or omissions.

Notwithstanding any other provisions of this Lease, Prime Landlord represents and warrants to Tenant that it has sufficient
good and marketable title to the Premises, and Landlord represents and warrants to Tenant that it has a sufficient good and marketable
leasehold estate in the Premises, to perform their respective obligations under this Lease.

2. Maintenance Obligations.

(a) Tenant’s Obligations Generally. Subject to the provisions of Section 6.1 of the Transfer Agreement
and subsections (b) through (f) below, Tenant shall (i) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (ii) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary
and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial
compliance with all applicable requirements and laws relating to the business conducted thereon, including if applicable, certification
for participation in Medicare and Medicaid, and (iii) keep and maintain all Landlord and Tenant Personal Property in good condition,
ordinary wear and tear excepted, and repair and replace such property consistent with prudent industry practice as required under this
Lease.

(b) Landlord’s Obligations. Landlord and Prime Landlord shall during the Term hereof be responsible
for all utility lines from point of entry into the Premises to the public mains or distribution lines.

(c) Landlord Investment.

i. Change in Regulation. If during the Term any governmental authority implements a new
regulation or changes its interpretation or
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enforcement of existing regulations (including any life safety, fire code or other laws or regulations) which necessitates repairs,
renovations or other improvements to the Facility (each a “Required Improvement” and collectively, the “Required
Improvements”), Tenant shall bear the cost of such Required Improvements up to a maximum of $50,000.00 in any Lease
Year. If the cost of the Required Improvements in any Lease Year exceeds $50,000.00, Landlord shall pay the amount
exceeding $50,000.00 (such excess, the “Landlord Investment”); provided, however, Tenant shall pay the Annual Yield on
the Landlord Investment in accordance with the terms and conditions of Section 3.3 above.
 

ii. Deferred Maintenance. The parties acknowledge and agree that as of the Execution Date
there are certain identified items of deferred maintenance at the Premises, as listed in Exhibit “E” attached hereto and made a
part hereof (each a “Deferred Maintenance Item” and together, the “Deferred Maintenance Items”). The parties hereby agree
that Landlord shall complete such Deferred Maintenance Items prior to the Commencement Date at Landlord’s sole expense.
The parties hereby agree that Landlord shall either complete such Deferred Maintenance Items prior to the Commencement
Date at Landlord’s sole expense or, at Tenant’s election, such funds shall be paid to Tenant to utilize among the Related
Facilities up to the total of the amount of all immediate costs listed on Exhibit “E”.

(d) Licensing Survey Deficiency. If there is a cost required to be incurred to cure any deficiencies or
violations of applicable regulation during the first Lease Year relating to the pre-Commencement Date operation or ownership of the
Facility identified in any survey or re-licensing inspection by any governmental authority, which deficiencies or violations are required
by any such governmental authority to be resolved as a condition to Tenant obtaining or maintaining any governmental approvals (a
“Licensing Survey Deficiency”), then Landlord shall bear such cost and expenses relating to such Licensing Survey Deficiency (and
Tenant shall have no obligation to pay the Annual Yield on such amount).

(e) Asbestos Containing Materials. To the extent any of Tenant’s repairs, maintenance or Alterations
(as defined below), including any Required Improvement or Deferred Maintenance Item, require the abatement, removal, disposal or
encapsulation of asbestos containing materials (“ACM”) at the Facility, Landlord shall bear all costs and expenses relating to such
ACM (and Tenant shall have no obligation to pay the Annual Yield on such amount).

(f) Capital Improvement Projects. Landlord hereby agrees to consider and, subject to Landlord’s
approval, to make available to Tenant on the terms and conditions set forth in this Section 9.2(f) funds for specified capital
improvement projects (each a “Capital Improvement Project” and collectively, the “Capital Improvement Projects”). Tenant shall
obtain Landlord’s prior written consent for all Capital Improvement Projects, which consent shall be given or withheld in Landlord’s
sole discretion. As a condition precedent to any disbursement to Tenant for a Capital Improvement Project, Tenant shall provide to
Landlord a written request describing in detail the Capital Improvement Project(s) for which funding is sought and such information
concerning the details, plans, specifications, scope, cost and payment of such Capital Improvement Projects as required by Landlord
including, without limitation, such lien waivers and releases from all parties furnishing materials and/or services for the Capital
Improvement Projects and such other documents as Facility Mortgagee
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may require. Upon approval of the specified Capital Improvement Project by Landlord in its sole discretion and the completion and
documentation of any such Capital Improvement Project by Tenant, monthly Rent shall increase in accordance with the terms and
conditions of Section 3.3 above.

3. Alterations by Tenant. Tenant may alter, improve, exchange, replace, modify or expand (collectively,
“Alterations”) the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12) month period shall require Landlord’s prior written
consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the
Premises and the property of Landlord subject to this Lease. Except as otherwise provided in Section 9.2, the cost of all Alterations or
other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall
be borne solely by Tenant. All Alterations shall be done in a good and workmanlike manner in compliance with all applicable laws
and the insurance required under this Lease.

4. Hazardous Materials. Tenant’s use of the Premises shall comply with all Hazardous Materials Laws, except
for any items set forth on Exhibit “D”. If any Environmental Activities occur or are suspected to have occurred in violation of any
Hazardous Materials Laws by Tenant during the Term or if Tenant has received notice of any Hazardous Materials Claim against any
portion of the Premises as a result of Tenant’s acts or omissions during the Term, Tenant shall promptly obtain all permits and
approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and
upon Landlord’s approval of the remediation plan, remedy any such problem to the satisfaction of Landlord and all applicable
governmental authorities, in accordance with all Hazardous Materials Laws and good business practices. During the Term, Tenant
shall immediately advise Landlord in writing of: (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b)
any Hazardous Materials Claims against Tenant or any portion of the Premises; (c) any remedial action taken by Tenant in response to
any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any
Hazardous Materials Laws; (d) Tenant’s discovery of any occurrence or condition on or in the vicinity of any portion of the Premises
that materially increase the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to
or from Tenant, any governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims
with respect to any portion of the Premises, including copies thereof. Landlord shall have the right, and except for any items noted on
Exhibit “D” at Tenant’s sole cost and expense (including, without limitation, Landlord’s reasonable attorneys’ fees and costs) and
with counsel chosen by Landlord, to join and participate in, as a party if it so elects, any legal proceedings or actions initiated in
connection with any Hazardous Materials Claims. Landlord represents and warrants to Tenant that: (i) to Landlord’s knowledge, there
are not pending claims or causes of action arising out or relating to the Facility or the Premises as of the Commencement Date; and (ii)
to Landlord’s knowledge, no Environmental Activities in violation of any Hazardous Materials Laws have occurred prior to the
Commencement Date which have not been remedied in full. Notwithstanding anything to the contrary contained herein, in no event
shall Tenant be responsible for conditions of the Premises in existence prior to the Commencement Date, and, if required by law,
Landlord
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hereby agrees to remedy any such actual or suspected problem through the removal of Hazardous Materials at Landlord’s sole cost and
expense.

10. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
(“Tenant Personal Property”, which collectively with the “Tenant Intangible Property” shall be referred to herein as “Tenant
Property”.) As used herein, “Tenant Intangible Property” means all the following at any time owned by Tenant in connection with its
use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or revenue
derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with residents,
employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges
for periods of time during the Term; and licenses and permits necessary or desirable for Tenant’s use of any portion of the Premises,
including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall have no lien or security
interest in or to the Tenant Property, and any such common law lien or security interest of Landlord shall be automatically subordinate
to the lien and security interest of any third party lender providing to Tenant a working capital line of credit for financing the Tenant
Property (a “Tenant Financing”), whether such Tenant Financing exists as of the Commencement Date or future Tenant Financing,
and no further instrument of subordination shall be required. Notwithstanding and in addition to the foregoing, with respect to a Tenant
Financing, Landlord and Prime Landlord agree, at Tenant’s request, to execute such instruments as are reasonably requested by Tenant
or Tenant’s lender providing the Tenant Financing to evidence Landlord’s and/or Prime Landlord’s waiver of any statutory landlord’s
lien or similar lien, or other security interest on the Tenant Property.

11. Financial, Management and Regulatory Reports. Tenant shall provide Landlord with the reports listed in
Exhibit “F” at the time described therein, and such other information about it or the operations of the Premises and Business as
Landlord may reasonably request from time to time, including such information requested in connection with any financing of the
Premises sought by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted
accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xls” spreadsheets
created using Microsoft Excel (2003 or newer editions). If Tenant or any Related Lease Affiliate becomes subject to any reporting
requirements of the Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Landlord such
reports as are delivered pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc.,
be subject to any particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other
information from Tenant, Tenant agrees to use its commercially reasonable efforts to deliver such reports, documentation and
information within ten (10) days after Landlord’s request for the same.

12. Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other
documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is
duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and qualified to
perform this Lease within the state where the Facility is located; and (c) neither
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this Lease nor any other document executed or to be executed in connection herewith violates the terms of any other agreement of such
party.

13. Events of Default. So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and enjoy
the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 18 or 19. The
occurrence of any of the following events will constitute an “Event of Default” on the part of Tenant, and there shall be no cure period
therefor except as otherwise expressly provided:

(a) Tenant’s failure to pay (i) any Rent within five (5) business days after such Rent is due or (ii) any
Taxes, Other Charges or other required payments when due; provided Tenant has received written information relating to such Taxes
or Other Charges;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; provided, however, if any
revocation, suspension or limitation is curable by Tenant it shall not constitute an Event of Default if Tenant promptly provides to
Landlord, copies of any such notices and Tenant’s plan of correction and commences to cure such breach and thereafter diligently
pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no opportunity for
further appeal by Tenant; (ii) the closure of a material portion of the Business other than during a period of repair or reconstruction
following damage or destruction thereto or a Taking (as hereinafter defined); (iii) the sale or transfer of all or any portion of any
certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for the Permitted Use;

(c) Any material suspension, termination or restriction placed upon Tenant with respect to the Premises
or the ability to admit residents or patients at the Facility (e.g., an admissions ban or non-payment for new admissions by Medicare or
Medicaid resulting from an inspection survey, if applicable); provided, however, if any such material suspension or restriction is
curable by Tenant it shall not constitute an Event of Default if Tenant promptly commences to cure such breach and thereafter
diligently pursues such cure to the completion thereof or until a final adjudication by the relevant governmental agency with no
opportunity for further appeal by Tenant;

(d) A material default by any Related Lease Affiliate under any Related Lease which is not cured within
any applicable cure period specified therein;

(e) Any material misrepresentation by Tenant under this Lease or material misstatement or omission of
fact in any written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 7 or 17;

(g) (i) Tenant shall generally not pay its debts in accordance with specified payment terms or shall admit
in writing its inability to pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of
creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Tenant or the Facility, if within five (5)
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business days of such appointment Tenant does not inform Landlord in writing that it intends to cause such appointment to be
discharged or such discharge is not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii)
the filing by Tenant of a voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any
arrangement or other debtor’s relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant
within five (5) business days of such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such
dismissal is diligently prosecuted and such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within five (5) business days of Tenant’s receipt of a notice of default from Landlord, Tenant gives Landlord notice of
its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y) if such
default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and cure after
such period will not have a material adverse effect upon the Premises or the Business, then such default shall not constitute an Event of
Default if Tenant uses its reasonable best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Landlord.

14. Remedies. Upon the occurrence and during the continuance of an Event of Default, Landlord may exercise all
rights and remedies under this Lease and the laws of the state where the Facility is located that are available to a lessor of real and
personal property in the event of a default by its lessee, and as to the Tenant Property, all remedies granted under the laws of such
state(s) to a secured party under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by
applicable law and shall not be responsible or liable for failure to relet the Premises or to collect any rent due upon any such reletting.
Tenant shall pay Landlord, immediately upon demand, all reasonable expenses incurred by it in obtaining possession and reletting any
of the Premises, including fees, commissions and costs of attorneys, architects, agents and brokers.

1. General. Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following during an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (b) enter upon any portion of the Premises, terminate this Lease,
dispossess Tenant from the Premises through appropriate legal procedures and/or collect money damages by reason of Tenant’s breach
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Tenant
under this Lease which survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money
damages as the same come due; and (d) (after repossession of the Premises pursuant to clause (b) above and whether or not this Lease
has been terminated) relet any portion of the Premises to such tenant(s), for such term(s) (which may be greater or less than the
remaining balance of the Term), rent, conditions (which may include concessions or free rent) and uses as it may determine in its sole
discretion and collect and receive any rents payable by reason of such reletting.
 

                        14

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



2. Remedies Cumulative; No Waiver. No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord’s receipt of and Tenant’s
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing signed
by it.

3. Performance of Tenant’s Obligations . If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 5 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord’s written
demand therefor.

15. Provisions on Termination.

1. Surrender of Possession. On the Termination Date, Tenant shall deliver to Landlord or its designee
possession of (a) the Facility and associated Landlord Personal Property in a neat and clean condition and in as good a condition as
existed on the Commencement Date, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant’s sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Facility to Landlord or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Business and the Premises. Accordingly, except as required to secure accounts receivable financing with respect to the Facility,
Tenant shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or grant any security interest or any
other interest in and to the licenses, permits or certifications relating to the Business or the Premises (except as may be required in
connection with any Tenant Financing) nor shall Tenant commit or omit any act that would jeopardize the Business or any licensure or
certification of the Facility. Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining all necessary licenses
and certifications for Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer of the Business, Facility
licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to Landlord or its
designee. Subject to all applicable laws, Tenant hereby assigns, effective upon the Termination Date, all rights to operate the Facility to
Landlord or its designee, including all required licenses and permits and all rights to apply for or otherwise
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obtain them, and all other nonproprietary Tenant Intangible Property relating to any portion of the Premises. Notwithstanding the
foregoing or any other language to the contrary in this Lease, Tenant shall not be obligated to assign (i) any national service contracts
or other national vendor arrangements that apply to facilities other than the Facility, (ii) any proprietary or licensed software, computer
programs or hardware, discs and/or similar technology personal to Tenant, (iii) Tenant’s employee pagers, manuals, training materials,
policies, procedures and materials relating to the Facility, (iv) Tenant’s marketing studies, analysis and similar materials related to
Tenant’s business conducted at the Premises and the market and potential market therefor, or (v) any proprietary marks, trade names or
other intellectual property of Tenant and/or its Affiliates.

2. Removal of Tenant Personal Property. Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to any
Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord’s
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

3. Management of Premises. Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Business, and
Tenant agrees to reasonably cooperate to accomplish the transfer of such management and operation without interrupting the operation
of the Business. Tenant agrees that Landlord or its designee may, pending the issuance of new licenses and certifications to Landlord
or its designee, manage and operate the Business on a triple net basis, and shall be entitled to all revenues of the Business during such
period, and to use any and all licenses, certifications or provider agreements issued to Tenant by any federal, state or other
governmental authority for operation of the Business, if permitted by any such governmental authority, at no additional cost or liability
to Tenant; provided that Landlord hereby agrees to indemnify and hold harmless Tenant against any losses, claims or damages
resulting from Landlord’s or its designees use of Tenant’s license or provider agreements during such period. Tenant shall not commit
any act or be remiss in the undertaking of any act that would jeopardize any licensure or certification of the Facility, and Tenant shall
comply with all requests for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid certifications and
possession of the Premises at the time of any such surrender. If Landlord or its designee exercises the right described above in this
Section, the provisions of this Section shall be self-operative and shall constitute a management agreement between Tenant, on the one
hand, and Landlord or its designee, on the other hand, on the terms set forth above; provided, however, that upon the request of
Landlord or its designee, the parties shall negotiate and enter into a separate management agreement on the terms set forth herein
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and to the extent on such other terms and provisions as may be reasonably agreed to by Landlord or its designee and Tenant.

4. Holding Over. If Tenant shall remain in possession of the Premises after the Termination Date, such
possession shall be a month-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of each month
one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional charges
accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein shall
constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall anything
contained herein be deemed to limit Landlord’s remedies.

5. Survival. All representations, warranties, covenants and other obligations of Tenant and Landlord under this
Lease shall survive the Termination Date.

16. Certain Landlord Rights.

1. Entry and Examination of Records. Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance or to exhibit the Premises for sale, lease
or mortgaging or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic’s or materialman’s lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant’s operation of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant’s operations of the Facility. Landlord acknowledges and agrees that any inspection or other entry
onto the Premises by Landlord or its agents shall be subject to all laws and insurance requirements, including without limitation, the
Administrative Simplification provisions of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) and any other
security, health, safety or resident confidentiality requirements. Landlord acknowledges and agrees that neither Landlord nor its agents
shall need access to, nor shall they use or disclose, any PHI of Tenant. In the event Landlord or its Agents, regardless as to whether the
disclosure is inadvertent or otherwise, discovers any PHI, Landlord agrees to take reasonable steps to maintain and to require its
Agents to maintain, the privacy and confidentiality of such PHI. The parties agree that the foregoing does not create, and is not
intended to create, a “business associate” relationship between the parties as that term is defined by the Privacy Standards. “Protected
health information” or “PHI” shall have the meaning defined by the Standards for Privacy of Individually Identifiable Health
Information, 45 C.F.R. Part 160 and Subparts A and E of Part 164 (the “ Privacy Standards”), as promulgated by the Department of
Health and Human Services (“HHS”) pursuant to HIPAA. As used in this Lease, “Agents” means such party’s agents, contractors,
subcontractors, directors, officers and employees.

2. Grant Liens. This Lease shall be subordinate to the right, title, and interest of any Facility Mortgagee. Tenant
shall at any time hereafter, on demand of Prime Landlord or the Facility Mortgagee, without expense to Tenant, execute any
instruments which may reasonably be required by such party for the purpose of evidencing the subordination of this Lease to the lien
or security of such party, so long as such instrument provides that the Facility Mortgagee shall recognize the rights of Tenant under this
Lease so long as no Event
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of Default shall exist and further provided that Tenant’s occupancy and other rights hereunder shall not be disturbed if any such Person
takes possession of the Premises through foreclosure proceeding or otherwise. If the holder of any of said instruments or deeds to
secure debt shall hereafter succeed to the rights of Landlord under this Lease or to Prime Landlord under the Prime Lease, Tenant
shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize such successor as
Tenant’s landlord under this Lease, provided that such attornment shall be conditioned upon the Facility Mortgagee and Landlord
executing and delivering to Tenant a commercially reasonable subordination, non-disturbance and attornment agreement.
Notwithstanding the foregoing or any other language to the contrary in this Lease, with Landlord’s prior written consent, which shall
not be unreasonably withheld, conditioned or delayed, the security interests and liens granted to Landlord in this Section 16.2 or
elsewhere in this Agreement shall be subordinated to any first priority security interest granted in connection with accounts receivable
financing secured by Tenant so long as (a) Tenant’s financiers execute an intercreditor agreement with the Facility Mortgagee in form
and substance reasonably acceptable to Facility Mortgagee, and (b) no Event of Default exists hereunder.

3. Estoppel Certificates. Each party agrees, within ten (10) business days following written request by the
other, to have an authorized representative execute, acknowledge and deliver to the other a written statement certifying (a) that this
Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other matters as the requesting
party may reasonably request.

4. Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease and in connection therewith cause the successor owner to assume Landlord’s obligations hereunder in
writing, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing from and after the date
of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

17. Assignment and Subletting. Except as otherwise expressly permitted in this Lease, without Landlord’s prior
written consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit
the use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant’s
assets in lieu thereof shall be deemed an assignment or other transfer of this Lease. Notwithstanding the foregoing, Tenant may,
without Landlord’s prior written consent, assign this Lease or sublet the Premises or any portion thereof to an Affiliate of Tenant if all
of the following are first satisfied: (w) such Affiliate fully assumes Tenant’s obligations hereunder; (x) Tenant remains fully liable
hereunder; (y) the use of the applicable portion of the Premises remains unchanged; and (z) Landlord in its reasonable discretion shall
have approved the form and content of all documents for such assignment or sublease and received an executed counterpart thereof.
For the absence of doubt, Tenant shall be permitted to enter into a management agreement with an Affiliate of Tenant without
obtaining Landlord’s consent thereto.
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18. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises (a “Casualty”) and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the Casualty shall be paid directly to
Landlord and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion
of the Premises pursuant to Landlord’s disbursement requirements and subject to the provisions of the Facility Mortgage Documents
and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the
required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Tenant. Except as expressly provided
in the last sentence of this Section 18, Tenant shall not have any right under this Lease, and hereby waives all rights under applicable
law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured Casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to reimburse Tenant and Landlord
does not agree to reimburse Tenant up to the amount of such insurance proceeds in the event of a Casualty that renders the Facility
unsuitable for its Permitted Use, Tenant shall have the right to terminate this Lease and remove the Facility from the Portfolio. Upon
the removal of the Facility from the Portfolio, this Lease shall be of no further force or affect, except for any obligations or liability of
any party hereunder that accrued on or prior to the date of the Casualty. In the event of a Casualty that does not render the Facility
unsuitable for its Permitted Use, Tenant shall restore the Facility to substantially the same condition as existed immediately before the
partial Casualty in accordance with the provisions of this Section 18, and the Rent shall be reduced on a pro rata basis based upon the
number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility resulting from
such partial Casualty.

19. Condemnation. Except as provided to the contrary in this Section 19, this Lease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises (a “Taking”), or any portion thereof, and
Tenant hereby waives all rights under applicable law to abate, reduce or offset rent by reason of such Taking. If during the Term all or
substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises is taken or condemned by any
competent public or quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty
(30) days of the effective date of such Taking, terminate this Lease and remove the Facility from the Portfolio effective as of the
effective date of such termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting
diminution in Fair Market Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the
effective date of a Partial Taking shall be as established pursuant to Exhibit “G”. Landlord alone shall be entitled to receive and retain
any award for a taking or condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its own
claim in the event of any such taking or condemnation with respect to the value of Tenant’s leasehold interest in any portion of the
Premises and/or the relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or
substantially all of the Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent
due under this Lease shall be not be abated during the period of such temporary taking.

20. Indemnification.
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1. Tenant Indemnification. Tenant agrees to protect, indemnify, defend and save harmless Landlord, its
members, managers, Affiliates, directors, officers, shareholders, agents and employees (the “Landlord Indemnified Parties”) from and
against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any third party suits, claims or
demands, on account of any matter or thing, action or failure to act arising out of or in connection with Tenant’s occupancy of the
Facility in accordance with this Lease, the Premises (arising after the Commencement Date) or the operations of Tenant on any portion
of the Premises, including, without limitation, (a) the breach by Tenant of any of its representations, warranties, covenants or other
obligations hereunder, (b) any Protest, (c) all Environmental Activities on any portion of the Premises by Tenant, Hazardous Materials
Claims caused by Tenant or violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises (which
occurred on or after the Commencement Date), and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical matter identified by and any liability assessed or asserted by, any governmental agency or Medicare or Medicaid providers as
a result of or arising out or in connection with this Lease or the related change in ownership inspection and audit (including any
overpayment to any Medicare, Medicaid or other third party payor). Tenant, at its expense, shall contest, resist and defend any such
claim, action or proceeding asserted or instituted against Landlord or any Landlord Indemnified Parties with counsel acceptable to
Landlord and shall not, under any circumstances, compromise or otherwise dispose of any suit, action or proceeding without obtaining
Landlord’s written consent. Landlord, at its election and sole cost and expense, shall have the right, but not the obligation, to participate
in the defense of any claim for which Landlord or any Landlord Indemnified Parties are indemnified hereunder. If Tenant does not act
promptly and completely to satisfy its obligations hereunder, Landlord may resist and defend any such claims or causes of action
against Landlord or any Landlord Indemnified Party at Tenant’s sole cost.

2. Excluded Events. Notwithstanding anything herein to the contrary, Tenant shall have no obligation to
indemnify, defend or hold harmless any person or entity with respect to the Excluded Events. “Excluded Events” shall include: (i)
Landlord’s breach of its duty of maintenance as contained in Sections 9.2 (b) through (e) above; (ii) the acts or omissions of Prime
Landlord, Landlord or their respective agents, employees, contractors, representatives, permittees, licensees, officers, directors or other
lessees while on or about the Premises or surrounding areas, whether during an inspection, while performing repairs, or otherwise; (iii)
for matters covered by workers compensation insurance; and (iv) matters described on Exhibit “D” attached hereto.

21. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE, INCLUDING
RELATIONSHIP OF THE PARTIES, TENANT’S USE AND OCCUPANCY OF ANY PORTION OF THE PREMISES,
OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY
REMEDY.
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22. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant:

c/o Aria Health Group, LLC
2 Office Park Circle, Suite 110
Birmingham, Alabama 35223-2512
Attention: President

If to Prime Landlord or Landlord:

c/o AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: Chief Executive Officer

With copy to:

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
1800 Republic Centre
633 Chestnut Street
Chattanooga, Tennessee 37450
Attention: Richard D. Faulkner, Jr.  

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier’s proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a
party shall be deemed delivery to such party. Notwithstanding anything to the contrary contained herein, the Termination Notice set
forth in Section 2.3 above may, in addition to the methods set forth in this Section 22, be given by one party to the other either
telephonically or via e-mail to the following addresses:

If to Tenant:

blaine.brint@ariahg.com 
with a copy to rfaulkner@bakerdonelson.com

If to Prime Landlord or Landlord:

bill.mcbride@adcarehealth.com 
with a copy to gyoura@hnzw.com

23. Compliance with Facility Mortgage Documents.

(a) If Landlord, Prime Landlord or an Affiliate of Landlord refinances the Facility, including with a loan
that is insured by the United States Department of Housing and Urban Development (“HUD”), Tenant acknowledges and agrees that
it shall execute and deliver any and all documentation required by a Facility Mortgagee or HUD in connection therewith to obtain the
approval of this Lease; provided, however, Tenant shall not incur any material expense or suffer a material adverse economic impact as
a result of such cooperation.

(b) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord, Prime Landlord
or an Affiliate of Landlord may impose certain
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obligations on the “borrower” or other counterparty thereunder to comply with or cause the operator and/or lessee of a Facility to
comply with all representations, covenants and warranties contained therein relating to such Facility and the operator and/or lessee of
such Facility. Accordingly, and notwithstanding anything contained in this Lease to the contrary, Tenant agrees to comply with those
certain Facility Mortgage Document covenants as more specifically set forth on Exhibit “H” attached hereto and made a part hereof,
for so long as any Facility Mortgage encumbers the Premises or any portion thereof or interest therein. Tenant agrees that the
requirements, expressly including, without limitation, insurance, affirmative financial, occupancy or other performance requirements or
covenants, set forth on Exhibit “H” shall prevail to the extent of any conflict with any other express term of this Lease. If Landlord
enters into any new Facility Mortgage that would result in a change to the requirements on Exhibit “H” or that would otherwise
conflict with the terms and provisions of this Lease, the parties agree to cooperate to amend this Lease to so reflect such new
requirements, provided that Landlord and Tenant shall not agree to any changes that would materially or adversely impact Tenant’s
operation of the Facility pursuant to the terms of this Lease, including with respect to Tenant’s insurance or other costs.

(c) Landlord acknowledges that (i) the Facility Mortgage Documents shall include no liens on the Tenant
Property and (ii) any Facility Mortgagee shall enter into an intercreditor agreement with any lender of Tenant requesting same.

24. Cooperation. Tenant agrees that should Landlord and Landlord’s Affiliates desire to consolidate all of their
subleases with Tenant and Tenant’s Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord’s Affiliates in
so documenting such consolidation, provided, however, that such documentation does not result in any material cost to Tenant as a
result of such cooperation.

25. Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to
their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to violate
any applicable laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant as such obligations
arise and if Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the
Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless
continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the
delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or
federal holiday, then such period or date shall be extended until the immediately following business day. Whenever the words
“including”, “include” or “includes” are used in this Lease, they shall be interpreted in a non-exclusive manner as though the words
“without limitation” immediately followed. Whenever the words day or days are used in this Lease, they shall mean “calendar day” or
“calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of reference only
and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to any
“Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached
hereto or to “Medicare” or “Medicaid” include any successor program. If more than one Person is Tenant hereunder, their liability and
obligations hereunder shall be joint and several. Promptly
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upon the request of either party and at its expense, the parties shall prepare, enter into and record a suitable short form memorandum of
this Lease. This Lease (a) contains the entire agreement of the parties (together with the Transfer Agreement) as to the subject matter
hereof and supersedes all prior or contemporaneous verbal or written agreements or understandings, (b) may be executed in several
counterparts, each of which shall be deemed an original, but all of which shall constitute one and the same document, (c) may only be
amended by a writing executed by the parties, (d) shall inure to the benefit of and be binding upon the successors and permitted assigns
of the parties, (e) shall be governed by and construed and enforced in accordance with the internal laws of the State of Arkansas, and
(f) incorporates by this reference any Exhibits and Schedules attached hereto.

26. Relationship of Lease and Prime Lease. Landlord represents and warrants to Tenant that Landlord has the right,
power and authority to execute and deliver this Lease and the right to sublease the Premises to Tenant as contemplated herein for the
entire Term of this Lease. Landlord shall not terminate or permit the Prime Lease to be terminated, or modify or amend the Prime
Lease. Landlord covenants and agrees to comply with the provisions of the Prime Lease in all respects. Landlord shall indemnify,
defend and hold harmless Tenant and its members, managers, officers, owners and agents from and against any and all claims, losses,
damages, expenses or liabilities arising out of the non-compliance of the Landlord with the terms and provisions of the Prime Lease.
Prime Landlord hereby consents to this Lease and the covenants and provisions contained herein. In order to assure Tenant’s
possession of the Premises upon the terms and conditions set forth in this Lease, Prime Landlord agrees to execute and deliver, prior to
the Commencement Date, the Recognition Agreement in the form attached hereto as Exhibit “I”.

27. Incorporation by Reference. If any of the express provisions of this Lease shall conflict with any of the provisions
of the Prime Lease, such conflict shall be resolved in every instance in favor of the express provisions of this Lease. Prime Landlord
agrees that the Prime Lease shall be automatically amended to give full force and effect to Tenant’s rights under this Lease.

28. Prior Acts and Existing Conditions. Notwithstanding anything herein to the contrary, Tenant shall not be
responsible for and Landlord and Prime Landlord hereby agree to indemnify and hold harmless Tenant against (i) any conditions
existing at the Premises prior to the Commencement Date and (ii) any obligations or matters arising or accruing prior to the
Commencement Date, including, without limitation, the Deferred Maintenance Items, injury to person or property and the release of
Hazardous Materials at the Premises.

29. Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein provided, and for observing and
keeping the covenants, agreements, terms and conditions of this Lease on its part to be performed, shall lawfully and quietly hold,
occupy and enjoy the Premises during the Term, and shall enjoy its rights under this Lease without hindrance by Landlord or Prime
Landlord or by any other person or persons.

30. Exhibits. The Parties acknowledge that all exhibits will not be attached at the time this Lease is executed. All
exhibits shall be subject to the sole discretion of each Party.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Prime Landlord, Landlord and Tenant as of the date first written
above.

PRIME LANDLORD:

NORTHRIDGE HC&R PROPERTY HOLDINGS, LLC, a Georgia limited liability
company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

LANDLORD:

NORTHRIDGE HC&R NURSING, LLC,
a Georgia limited liability company

                        

  

By: /s/ William McBride  

Name: William McBride
Title: Manager

TENANT:

HIGHLANDS OF NORTH LITTLE ROCK JOHN ASHLEY, LLC, a Delaware
limited liability company

                        

  

By: /s/ R. Denny Barnett  

Name: R. Denny Barnett
Title: Chief Manager
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INDEX OF EXHIBITS AND SCHEDULES

A-1    Legal Description

A-2    Landlord Personal Property
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C    Landlord’s Wire Instructions

D    As-Is Exceptions
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F    Financial, Management and Regulatory Reports
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H    Facility Mortgagee Specific Requirements

I    Form of Recognition Agreement

Schedule 1    Related Facilities
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Address: 2501 John Ashley Dr., North Little Rock, Arkansas 72114

Lot 1, Oak Manor Addition to the City of North Little Rock, Pulaski County, Arkansas, as shown on plat recorded in Book 1064,
Page 291, records of Pulaski County, Arkansas
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EXHIBIT “A-2”
LANDLORD PERSONAL PROPERTY

“Landlord Personal Property” means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility is

located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies, architectural

drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to

the Facility; provided, however, that Landlord Personal Property shall not include: any vehicles used in connection with the operation

of the Facility.
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common
Control with the first Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management
and policies of that Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or
any portion thereof and securing an indebtedness of Prime Landlord or any Affiliate of Prime Landlord or any ground, building or
similar lease or other title retention agreement to which the Premises or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit
party or lessor under the applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable
Facility Mortgage, loan or credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or
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substances that are listed in the United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended
from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other
environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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EXHIBIT “C”
LANDLORD’S WIRE INSTRUCTIONS

Exhibit C
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EXHIBIT “D”
“AS-IS” EXCEPTIONS

[see attached]
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EXHIBIT “E”
DEFERRED MAINTENANCE ITEMS FOR ALL RELATED FACILITIES

Facility Date of Report Immediate Costs Comments

Bentonville February 2014

$6,900 Overlay asphalt, dumpster enclosure

$13,000

Removal of concrete steps, repave ramp
foundation, cleaning/repairing/caulking exterior

walls
Total: $19,900

Homestead May 2011
$12,500

Modify parking spaces, restrooms and drinking
fountain for accessibility (ADA)

Total: $12,500

Heritage Park February 2014

$840 Concrete parking stripes

$102,750
Roof-tar/gravel, exterior wall caulking, wood

framing repair
Total: $103,590

River Valley To be added prior to Failure of Conditions Termination Date

Stone County Nursing July 2011

$3,000

Insulate building, seal wood deck, seal
joints/cracks and paint building; repair
impact damage; replace 1965 vintage

windows; replace roofing
(Future costs are $251,000 for these items)

$17,050
Add path of travel at main entrance; add parking

spaces; add drinking fountain (ADA)
Total: $20,050

Stone County Residential February 2014

$750 Repair damaged siding, paint banister, repair fence

$250
Water heaters must be inspected and certified by

state
$250 Repair alarm

$12,000 Complete repairs to water-damaged units
Total: $13,250
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West Markham February 2014

$14,000 Repair alligatoring in drive lanes
$2,000 Fire hoses lack current inspection certifications

$1,500
One of the steamers in the kitchen is not

operational and the oven requires calibration
Total: $17,500

Woodland Hills January 2012

$3,000

Repair sidewalks, patch, overlay and seal
coat asphalt

(Future costs are $32,500 for these items)

$7,000

Concrete slab repairs, paint exteriors,
replace sealant, replace windows replace

roofs
(Future costs are $97,700 for these items)

$1,700

replace boilers split systems, RTUs, compressors
and FCUs (Future costs are $408,300 for these

items)

$2,000
Accessible paring, directional signage, drinking

fountain (ADA)
Total: $13,700

Northridge January 2012
$9,800

Install van accessible space, install high/low
drinking fountain (ADA)

Total: $9,800

Cumberland January 2012
$200 Install access aisles (ADA)

Total: $200
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EXHIBIT “F”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facility consisting of:

(1)a balance sheet;
(2)a reasonably detailed income statement showing, among other things, gross revenues;
(3)total patient days;
(4)occupancy; and
(5)payor mix. (All via e-mail to [suggest: financials@adcarehealth.com]) Thirty (30) days after the end of each calendar month

Quarterly financial statements of Tenant (via e-mail to financials@nhp-reit.com)
Thirty-Five (35) days after the end of each of the first
three quarters of the fiscal year of Tenant

If required by Facility Mortgagee or by regulatory authority, annual financial statements of
Tenant audited by a reputable certified public accounting firm (via e-mail to financials@nhp-
reit.com)

Seventy-Five (75) days after the fiscal year end of
Tenant

Regulatory reports with respect to the Facility, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection
and other reports received by Tenant as to any portion of the Premises and any portion of the
Business, including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations, by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute
or regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Tenant or any portion of the
Premises, the operation of any portion of the Business or the ability to admit residents or
patients; or
(3)any violation of any other permit, approval or certification in connection with any
portion of the Premises or any portion of the Business, by any federal, state or local
authority, including Medicare or Medicaid. Two (2) business days after receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “G”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises or applicable portion thereof on a specified date as agreed to
by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each
party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate in the determination of
Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the Premises or applicable
portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall
select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Value of the Premises or
applicable portion thereof within thirty (30) days of the selection of the third appraiser. To the extent consistent with sound appraisal
practices as then existing at the time of any such appraisal, and if requested by Landlord, such appraisal shall be made on a basis
consistent with the basis on which the Premises or applicable portion thereof were appraised at the time of their acquisition by Landlord.
Tenant shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and
expenses of any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI
Appraiser selected by the respective MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises or applicable portion thereof in accordance with
the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected
by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either
party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or
applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such application to the presiding judge shall be
equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall
be final and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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EXHIBIT “H”
FACILITY MORTGAGE SPECIFIC REQUIREMENTS

[see attached]
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EXHIBIT “I”
FORM OF RECOGNITION AGREEMENT

THIS INSTRUMENT PREPARED BY
AND RETURN TO:
Richard D. Faulkner, Jr., Esq.
Baker, Donelson, Bearman, Caldwell & Berkowitz, P.C.
1800 Republic Centre
633 Chestnut Street
Chattanooga Tennessee 37450

THIS AGREEMENT is made as of the ____ day of _____________, 2015, between ____________________ Property
Holdings, LLC, a Georgia limited liability company having an address at Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305 (“Prime Landlord”) and Highlands of _________________, LLC, a Delaware limited liability company
having an address at 2 Office Park Circle, Suite 110, Birmingham, Alabama 35223-2512 _________________________ (“Tenant”).

RECITALS

(i) Prime Landlord is the owner of that certain property known as _____________, located in
_____________________________, and more particularly described in Schedule A attached hereto (the “Property”); and

(ii) ____________________, a Georgia limited liability company (“Landlord”) has entered into a certain Facility
Lease for the Property dated __________________ with Prime Landlord (“Prime Lease”); and

(iii) Landlord and Tenant have entered into a Sublease Agreement for the Property dated ________
(“Sublease”); and

(iv) Prime Landlord and Tenant desire to assure Tenant’s possession of the Property upon the terms and
conditions set forth in the Sublease, irrespective of a termination or expiration of the Prime Lease, pursuant to the terms and
conditions set forth below.

NOW, THEREFORE, it is agreed as follows:

1.  Prime Landlord hereby consents to and approves the Sublease and all of the terms, covenants and provisions
thereof, and agrees that the exercise by Tenant of any of the rights, remedies and options contained therein shall not constitute a
default under the Prime Lease.

2.  Prime Landlord warrants and represents as follows:
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a. that it is the owner of the Property;

b. that the Prime Lease is unmodified and is in full force and effect; and

c. that the term of the Prime Lease expires on _________________ and that Landlord is not in default
under the Prime Lease nor has any event occurred which would after notice to Landlord and the passage of time become a
default of Landlord under the Prime Lease.

3. For so long as the Sublease shall remain in full force and effect, and provided no Event of Default by Tenant
then exists, after the receipt of notice thereof and the expiration of any applicable cure period, Prime Landlord shall not, in the
exercise of any of the rights arising or which may arise out of the Prime Lease or of any instrument modifying or amending the
same or entered into in substitution or replacement thereof, disturb or deprive Tenant in, or of, its possession or its rights to
possession of the Property or of any interest, right or privilege granted to or inuring to the benefit of Tenant under the Sublease.

4. In the event of the termination of the Prime Lease by reentry, notice, conditional limitation, surrender,
summary proceeding or other action or proceeding for any reason, including, without limitation, because Landlord has
exercised an option to terminate the Prime Lease; by operation of law; by mutual agreement between Prime Landlord and
Landlord; or otherwise, or, if the Prime Lease shall expire for any reason before any of the dates provided in the Sublease for
the termination of the initial or renewal Terms of the Sublease, and if immediately prior to such surrender, termination or
expiration the Sublease shall be in full force and effect and no Event of Default by Tenant then exists after the receipt of notice
thereof and the expiration of any applicable cure period:

a. Tenant shall not be made a party in any removal or eviction action or proceeding nor shall Tenant be
evicted or removed of its possession or its right of possession be disturbed or in any way interfered with; and

b. the Sublease shall continue as a direct lease between Prime Landlord and Tenant for the remainder of
the term of the Sublease without the necessity of executing a new sublease, on the same terms and conditions as are in effect
under the Sublease immediately preceding the termination of the Prime Lease.

5. Prime Landlord hereby waives and relinquishes any and all rights or remedies against Tenant, pursuant to any
lien, statutory or otherwise, that it may have against the Tenant Property, as that term is defined in the Sublease.

6. Prime Landlord hereby acknowledges and agrees that any payment of rent or any other amount by Tenant (or
any rent credited to Tenant as a result of an offset) pursuant to the terms of the Sublease shall satisfy all rent requirements under
the Prime Lease.

7. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof
and cannot be changed, modified, waived or
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canceled except by an agreement in writing executed by the party against whom enforcement of such modification, change,
waiver or cancellation is sought.

8. Invalidation of any of the provisions contained in this Agreement, or of the application thereof to any person
by judgment or court order shall in no way affect any of the other provisions hereof or the application thereof to any other
person and the same shall remain in full force and effect.

9. This Agreement and the covenants herein contained shall run with the land and be binding upon Prime
Landlord and its successors and assigns.

10. This Agreement may be executed in several counterparts, each of which shall be deemed an original. The
signatures to this Agreement may be executed on separate pages, and when attached to this Agreement shall constitute one
complete document.

11. This Agreement shall be interpreted in accordance with the laws of the State of Arkansas.

12. This Agreement shall be binding on and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties have caused this instrument to be executed under seal effective as of the date first above

written.

PRIME LANDLORD:

________________ PROPERTY HOLDINGS, LLC

Name:    ________________________
Title:    ________________________

TENANT:

HIGHLANDS OF ___________________, LLC

Name:    ________________________
Title:    ________________________

[[ADD ACKNOWLEDGMENT]]
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EXHIBIT A TO RECOGNITION AGREEMENT

Legal Description
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SCHEDULE 1
RELATED FACILITIES

Facility Name Prime Landlord Affiliates Landlord Affiliates Tenant Affiliates Address

Bed Number
Facility

Type
Bentonville Manor
Nursing Home

Benton Property Holdings,
LLC Benton Nursing, LLC

Highlands of
Bentonville, LLC

224 S. Main Street
Bentonville, AR 72712-5963 95 bed SNF

Homestead Manor
Nursing Home

Homestead Property
Holdings, LLC Homestead Nursing, LLC

Highlands of Stamps,
LLC

826 North Street
Stamps, AR 71860-4522 104 bed SNF

Heritage Park
Nursing Center

Park Heritage Property
Holdings, LLC

Park Heritage Nursing,
LLC

Highlands of Rogers
Dixieland, LLC

1513 S. Dixieland Road
Rogers 72758-4935 110 bed SNF

River Valley Health
and Rehabilitation
Center

Valley River Property
Holdings, LLC Valley River Nursing, LLC

Highlands of Fort Smith,
LLC

5301 Wheeler Avenue
Fort Smith, AR 72901-8339 129 bed SNF

Stone County
Nursing and
Rehabilitation
Center

Mt. V Property Holdings,
LLC

Mountain View Nursing,
LLC

Highlands of Mountain
View SNF, LLC

706 Oak Grove Street
Mountain View, AR 72560-8601 97 bed SNF

Stone County
Residential Care
Facility

Mountain Top Property
Holdings, LLC Mountain Top ALF, LLC

Highlands of Mountain
View RCF, LLC

414 Massey Avenue
Mountain View, AR 72560-6132 32 bed ALF

West Markham Sub
Acute and
Rehabilitation
Center

Little Rock HC&R
Property Holdings, LLC

Little Rock HC&R
Nursing, LLC

Highlands of Little Rock
West Markham, LLC

5720 West Markham Street
Little Rock, AR 72205-3328 154 bed SNF

Woodland Hills
Healthcare and
Rehabilitation

Woodland Hills HC
Property Holdings, LLC

Woodland Hills HC
Nursing, LLC

Highlands of Little Rock
Riley, LLC

8701 Riley Dr.
Little Rock, AR 72205-6509 140 bed SNF

Northridge
Healthcare and
Rehabilitation

Northridge HC&R Property
Holdings, LLC

Northridge HC&R Nursing,
LLC

Highlands of Little Rock
John Ashley, LLC

2501 John Ashley Dr.
North Little Rock, AR
72114-1815 140 bed SNF

Cumberland Health
and Rehabilitation
Center

APH&R Property
Holdings, LLC APH&R Nursing, LLC

Highlands of Little Rock
South Cumberland, LLC

1516 South Cumberland Street
Little Rock, AR 72202-5065 120 bed SNF

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



EXHIBIT 10.373

18829432.5                                            (A.1)
01-27-15

______________________________________________________________________________
______________________________________________________________________________

LOAN AGREEMENT

Dated as of January 30, 2015

by and among

GEORGETOWN HC&R PROPERTY HOLDINGS, LLC,
a Georgia limited liability company,

and
SUMTER VALLEY PROPERTY HOLDINGS, LLC,

a Georgia limited liability company,
as Borrowers

and

THE PRIVATEBANK AND TRUST COMPANY,
an Illinois banking corporation,

as Lender

______________________________________________________________________________
______________________________________________________________________________
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LOAN AGREEMENT

THIS LOAN AGREEMENT  dated as of January 30, 2015 (this “Agreement”), is executed by and between by and among
GEORGETOWN HC&R PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Borrower 1”), and SUMTER
VALLEY PROPERTY HOLDINGS, LLC, a Georgia limited liability company (“Borrower 2”) (collectively, “Borrowers”), and
THE PRIVATEBANK AND TRUST COMPANY, an Illinois banking corporation (“Lender”).

RECITALS

A.    Each Borrower has contracted to purchase one of the properties described in Exhibit A  attached hereto and the building
located thereon, as indicated therein, each of which is designed to be used as a skilled nursing facility (each a “Project”).

B.    Borrowers have applied to Lender for the Loan (as hereinafter defined) to provide mortgage financing for the Projects, and
Lender is willing to make the Loan upon the terms and conditions hereinafter set forth.

AGREEMENTS

In consideration of the mutual representations, warranties, covenants and agreements herein contained and other good and
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereby agree as follows:

ARTICLE 1

INCORPORATION AND DEFINITIONS

1.1    Incorporation and Definitions. The foregoing recitals and all exhibits hereto are hereby made a part of this Agreement.
The following terms shall have the following meanings in this Agreement:

AdCare: AdCare Health Systems, Inc., a Georgia corporation.

Affiliate: As to a person or entity, any other person or entity which, directly or indirectly, Controls, is Controlled by or is under
common Control with such first person or entity.

Agreement: This Loan Agreement by and among Borrowers and Lender.

Assignments of Rents: As defined in Section 4.1 hereof.

Bank Product Agreements: Those certain cash management service agreements entered into from time to time between any
Borrower and Lender or its Affiliates in connection with any of the Bank Products.
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Bank Product Obligations: All obligations, liabilities, contingent reimbursement obligations, fees, and expenses owing by any
Borrower to Lender or its Affiliates pursuant to or evidenced by the Bank Product Agreements and irrespective of whether for the
payment of money, whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter arising, and
including all such amounts that any Borrower is obligated to reimburse to Lender as a result of Lender purchasing participations or
executing indemnities or reimbursement obligations with respect to the Bank Products provided to any Borrower pursuant to the Bank
Product Agreements.

Bank Products: Any service or facility extended to any Borrower by Lender or its Affiliates, including, without limitation, (i)
deposit accounts, (ii) cash management services, including, without limitation, controlled disbursement, lockbox, electronic funds
transfers (including, without limitation, book transfers, fedwire transfers, ACH transfers), online reporting and other services relating to
accounts maintained with Lender or its Affiliates, (iii) debit cards, and (iv) Hedging Agreements.

Borrower 1: As defined in the Preamble hereto.

Borrower 2: As defined in the Preamble hereto.

Borrowers: As defined in the Preamble hereto.

Capital Lease: With respect to any party, a lease of any interest in any kind of property or asset, whether real, personal or
mixed, or tangible or intangible, by such party, as lessee, that is or should be recorded as a “capital lease” on the financial statements of
such party prepared in accordance with GAAP.

Capitalized Lease Obligations: With respect to any party, all rental obligations of such party as lessee under a Capital Lease
which are or will be required to be capitalized on the books of such party.

Code: The Uniform Commercial Code of the State of Illinois as from time to time in effect; provided, however, that in the
event that, by reason of mandatory provisions of law, any or all of the attachment, perfection or priority of, or remedies with respect to,
the security interest in any collateral is governed by the Uniform Commercial Code as in effect in a jurisdiction other than the State of
Illinois, the term “Code” shall mean the Uniform Commercial Code as in effect in such other jurisdiction for purposes of the provisions
of this Agreement or the other Loan Documents relating to such attachment, perfection, priority or remedies and for purposes of
definitions related to such provisions.

Control: Possession by a person or an entity, directly or indirectly, of the power to direct or cause the direction of the
management and policies of an entity, whether by contract, ownership of voting securities, membership or partnership interests or
otherwise.

Debt Service: With respect to any party, for any period, the sum of (i) Interest Charges, plus (ii) all principal payable to a
lender in connection with borrowed money or the deferred purchase price of assets that are treated as interest in accordance with
GAAP, plus (iii) the portion of Capitalized Lease Obligations with respect to that period that should be treated as principal in
accordance with GAAP.
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Declarations: Any documents containing covenants, conditions, restrictions, easements, operating agreements or the like,
which benefit or burden the Land, or both, whether or not recorded.

Default: When used in reference to this Agreement or any other document, or in reference to any provision of or obligation
under this Agreement or any other document, the occurrence of an event or the existence of a condition which, with the passage of
time or the giving of notice, or both, would constitute an Event of Default under this Agreement or such other document, as the case
may be.

Default Rate: As defined in the Note.

Depreciation: With respect to any party, for any period, the total amounts added to depreciation, amortization, obsolescence,
valuation and other proper reserves, as reflected on such party’s financial statements for such period and determined in accordance with
GAAP.

Distribution: In the case of any entity with respect to which the term is used, any of the following: (i) any dividend or
distribution of money or property to any owner of a direct or indirect interest in such entity (each a “Principal”) or to any Affiliate of
any Principal, (ii) any loan or advance to any Principal or to any Affiliate of any Principal, (iii) any payment of principal or interest on
any indebtedness due to any Principal or to any Affiliate of any Principal, and (iv) any payment of any fees or other compensation to
any Principal or to any Affiliate of any Principal.

EBITDA: With respect to any party, for any period, the sum for such period of the following of or payable by such party, as
the case may be: (i) Net Income, plus (ii) Interest Charges, plus (iii) federal and state income taxes, plus (iv) Depreciation.

EBITDAR: With respect to any party, for any period, the sum for such period of the following of or payable by such party, as
the case may be: (i) Net Income, plus (ii) Interest Charges, plus (iii) federal and state income taxes, plus (iv) Depreciation, plus (v)
Rental Expense.

EBITDAR/Cap Ex Adjusted: With respect to any Operator, for any period, an amount equal to EBITDAR for such Operator
for such period, except that notwithstanding the definition of the term Net Income in this Section 1.1, the Net Income for such Operator
used in calculating EBITDAR/Cap Ex Adjusted for such Operator for any period, shall be computed by taking into account an
imputed annual capital expenditures reserve allowance of $450 per licensed bed in such Operator’s Facility.

EBITDAR/Fully Adjusted: With respect to any Operator, for any period, an amount equal to EBITDAR for such Operator
for such period, except that notwithstanding the definition of the term Net Income in this Section 1.1, the Net Income for such Operator
used in calculating EBITDAR/Fully Adjusted for such Operator for any period, shall be computed by taking into account (i)
management fees equal to the greater of such Operator’s actual management fees for such period or imputed management fees equal to
5% of such Operator’s gross income for such period as determined in accordance with GAAP, and (ii) an imputed annual capital
expenditures reserve allowance of $450 per licensed bed in such Operator’s Facility.
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Employee Plan: Any pension, stock bonus, employee stock ownership plan, retirement, profit sharing, deferred compensation,
stock option, bonus or other incentive plan, whether qualified or nonqualified, or any disability, medical, dental or other health plan,
life insurance or other death benefit plan, vacation benefit plan, severance plan or other employee benefit plan or arrangement,
including, without limitation, those pension, profit-sharing and retirement plans of any Borrower or Operator described from time to
time in its financial statements, and any pension plan, welfare plan, Defined Benefit Pension Plans (as defined in ERISA) or multi-
employer plan, maintained or administered by any Borrower or Operator or to which any Borrower or Operator is a party, or under
which any Borrower or Operator may have any liability, or by which any Borrower or Operator may be bound.

Environmental Indemnity: As defined in Section 4.1 hereof.

Environmental Laws: As defined in the Environmental Indemnity.

ERISA: The Employee Retirement Income Security Act of 1974, as amended.

Event of Default: The following: (i) when used in reference to this Agreement, one or more of the events or occurrences
referred to in Section 10.1 of this Agreement; and (ii) when used in reference to any other document, a default or event of default under
such document that has continued after the giving of any applicable notice and the expiration of any applicable grace or cure periods.

Facility or Facilities: One or both of the skilled nursing facilities which are operated by Operators in the Projects, described as
follows:

Operator Facility Name Location Beds

Operator 1 Georgetown Healthcare & Rehabilitation Center

2715 South Island Road, Georgetown,
Georgetown County, South Carolina
29440 84

Operator 2 Sumter Valley Nursing and Rehab Center
1761 Pinewood Road, Sumter, Sumter
County, South Carolina 29154 96

GAAP: Generally accepted accounting principles set forth from time to time in the opinions and pronouncements of the
Accounting Principles Board and the American Institute of Certified Public Accountants and statements and pronouncements of the
Financial Accounting Standards Board (or agencies with similar functions of comparable stature and authority within the U.S.
accounting profession), which are applicable to the circumstances as of the date of determination, provided, however, that interim
financial statements or reports shall be deemed in compliance with GAAP despite the absence of footnotes and fiscal year-end
adjustments as required by GAAP.

Gross Revenues: In the case of each Project, income and receipts from all sources, including, without limitation, with respect
to such Project, and in the case of such Project, including, without limitation, all base rent, additional rent, security deposits and other
amounts paid by tenants of the Project.

Guarantor: AdCare.
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Guaranty: As defined in Section 4.1 hereof.

Hazardous Substance: As defined in the Environmental Indemnity.

Hedging Agreements: The following: (i) any ISDA Master Agreement between any Borrower and Lender or any other
provider, (ii) any Schedule to Master Agreement between any Borrower and Lender or any other provider, and (iii) all other
agreements entered into from time to time by any Borrower and Lender or any other provider relating to Hedging Transactions.

Hedging Transaction: Any transaction (including an agreement with respect thereto) now existing or hereafter entered into
between any Borrower and Lender or any other provider which is a rate swap, basis swap, forward rate transaction, commodity swap,
commodity option, equity or equity index swap, equity or equity index option, bond option, interest rate option, foreign exchange
transaction, cap transaction, floor transaction, collar transaction, forward transaction, currency swap transaction, cross-currency rate
swap transaction, currency option or any other similar transaction (including any option with respect to any of these transactions) or
any combination thereof, whether linked to one or more interest rates, foreign currencies, commodity prices, equity prices or other
financial measures.

Interest Charges: With respect to any party, for any period, the sum of: (i) all interest, charges and related expenses payable
with respect to that period to a lender in connection with borrowed money or the deferred purchase price of assets that are treated as
interest in accordance with GAAP, plus (ii) the portion of Capitalized Lease Obligations with respect to that period that should be
treated as interest in accordance with GAAP, plus (iii) all charges paid or payable (without duplication) during that period with respect
to any hedging agreements.

Land: The parcels of real estate legally described in Exhibit A  to this Agreement, each owned by a Borrower as specified
therein, together with all improvements presently located thereon and all easements and other rights appurtenant thereto.

Leases: Facility Leases by Borrower 1 and Borrower 2 to Operator 1 and Operator 2, respectively, of the Projects, each dated
as of December 31, 2012, and each as amended by a First Amendment to Facility Lease dated as of January 30, 2015, by and between
the applicable Borrower and the applicable Operator.

Legal Requirements: As to any person or party, the organizational and governing documents of such person or party, and any
law, treaty, rule or regulation or determination of an arbitrator or a court or other governmental authority, in each case applicable to or
binding upon such person or party or any of its property or to which such person or party or any of its property is subject.

Lender: The PrivateBank and Trust Company, an Illinois banking corporation.

Loan: The loan to be made pursuant to this Agreement.

Loan Amount: $9,300,000.

Loan Documents: This Agreement, the documents specified in Article 4 hereof and any other instruments evidencing,
securing or guarantying obligations of any party under the
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Loan, and any Bank Product Agreements to which Lender or any of its Affiliates is a party, including, without limitation, any Hedging
Agreements to which Lender is a party.

Loan Expenses: All interest, charges, costs and expenses incurred by Lender in connection with the Loan, including, but not
limited to, (i) interest due on the Loan and any points, loan fees, service charges, commitment fees or other fees due to Lender in
connection with the Loan; (ii) all title examination, survey, escrow, filing, search, recording and registration fees and charges; (iii) all
fees and disbursements of architects, engineers and consultants engaged by Borrowers and Lender; (iv) all documentary stamp and
other taxes and charges imposed by law on the issuance or recording of any of the Loan Documents; (v) all appraisal fees; (vi) all title,
casualty, liability, payment, performance or other insurance or bond premiums; (vii) the cost of a real estate tax monitoring service;
(viii) all reasonable fees and disbursements of legal counsel engaged by Lender in connection with the Loan, including, without
limitation, counsel engaged in connection with the origination, negotiation, document preparation, consummation, enforcement or
administration of this Agreement or any of the Loan Documents; and (ix) any amounts required to be paid by Borrowers under this
Agreement, the Mortgages or any Loan Document after the occurrence of an Event of Default under this Agreement or any of the
other Loan Documents.

Loan Opening: The first disbursement of Loan Proceeds.

Loan Proceeds: All amounts advanced as part of the Loan, whether advanced directly to Borrowers or otherwise.

Maturity Date: September 1, 2016.

Mortgages: As defined in Section 4.1 hereof.

Net Income: With respect to any party, for any period, the net income (or loss) of such party for such period as determined in
accordance with GAAP, excluding any gains from dispositions of assets, any extraordinary gains and any gains from discontinued
operations.

Note: As defined in Section 4.1 hereof.

Operator 1: Georgetown HC&R Nursing, LLC, a Georgia limited liability company.

Operator 2: Sumter N&R, LLC, a Georgia limited liability company.

Operators: Operators 1 and 2, collectively.

Permitted Exceptions: In the case of each Project, the title exceptions specified in Exhibit B hereto with respect to such
Project, together with such additional exceptions as may be permitted by the express terms of this Agreement or any of the other Loan
Documents.

Permitted Substance: As defined in the Environmental Indemnity.

Prohibited Transfer: As defined in Section 7.12 hereof.
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Project: A portion of the Land identified on Exhibit A attached to this Agreement as Project 1 being owned by Borrower 1, or
as Project 2 being owned by Borrower 2, and the building and other improvements located on such portion of the Land.

Rental Expense: With respect to any party, for any period, the rental expense for real estate leased by such party as lessee for
such period as determined in accordance with GAAP.

Rental Income: With respect to any party, for any period, the rental income for real estate leased by such party as lessor for
such period, minus the operating expenses of such real estate for such period, all as determined in accordance with GAAP.

Required Loan Opening Date: January 30, 2015.

Signing Entity: Each entity (other than a Borrower itself) that appears in the signature block of any Borrower in this
Agreement, if any.

State: The State of South Carolina.

Title Insurance Company: First American Title Insurance Company.

Title Insurance Policy: As defined in Section 5.1 hereof.

ARTICLE 2
REPRESENTATIONS AND WARRANTIES

2.1    Representations and Warranties. To induce Lender to execute and perform this Agreement, Borrowers hereby jointly
and severally represent, covenant and warrant to Lender as follows:

(a)    At the Loan Opening and at all times thereafter until the Loan is paid in full each Borrower will have good and
merchantable fee simple title to its Land, subject only to the Permitted Exceptions. Each Borrower has legal power and
authority to encumber and convey its Project. The Declarations are in full force and effect and have not been modified or
amended. No Default or Event of Default under the Declarations on the part of any Borrower has occurred and is continuing.

(b)    Each Borrower is a limited liability company duly organized, validly existing and in good standing under the laws
of the State of Georgia and duly registered to transact business and in good standing in the State of South Carolina. Each
Borrower has full power and authority to conduct its business as presently conducted, to own and operate its Project, to enter
into this Agreement and to perform all of its duties and obligations under this Agreement and under the Loan Documents, all of
which has been duly authorized by all necessary Legal Requirements applicable to such Borrower. Each Signing Entity is duly
organized, validly existing and in good standing under the laws of the State in which it is organized, has full power and
authority to conduct its business as presently conducted and to execute this Agreement and the other Loan Documents to which
the applicable Borrower is a party in the capacity shown in the signature block of such Borrower contained in this Agreement,
and such execution has been duly authorized by all necessary Legal Requirements
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applicable to such Signing Entity. Neither any Borrower nor any Guarantor has been convicted of a felony and there are no
proceedings or investigations being conducted involving criminal activities of either any Borrower or any Guarantor. The direct
and indirect ownership of Borrowers is as shown in Exhibit C attached to this Agreement.

(c)    Each Operator is a limited liability company duly organized, validly existing and in good standing under the laws
of the State of Georgia and duly registered to transact business and in good standing in the State of South Carolina. Each
Operator has full power and authority to conduct its business as presently conducted, to lease the applicable Project from the
applicable Borrower and operate its Facility, and to enter into and to perform the Loan Documents to which it is a party and to
perform all of its duties and obligations thereunder, all of which has been duly authorized by all necessary Legal Requirements
applicable to such Operator.

(d)    AdCare is a corporation duly organized, validly existing and in good standing under the laws of the State of
Georgia. AdCare has full power and authority to conduct its business as presently conducted and to enter into and to perform
the Guaranty and the other Loan Documents to which it is a party and to perform all of its duties and obligations thereunder, all
of which has been duly authorized by all necessary Legal Requirements applicable to AdCare.

(e)    Each Borrower and Guarantor is able to pay its debts as such debts become due, and each has capital sufficient to
carry on its respective present businesses and transactions and all businesses and transactions in which it is about to engage.
Neither any Borrower nor Guarantor (i) is bankrupt or insolvent, (ii) has made an assignment for the benefit of its respective
creditors, (iii) has had a trustee or receiver appointed, (iv) has had any bankruptcy, reorganization or insolvency proceedings
instituted by or against its, or (v) shall be rendered insolvent by its execution, delivery or performance of the Loan Documents
or by the transactions contemplated thereunder. There is no Uniform Commercial Code financing statement on file that names
any Borrower or Guarantor as debtor and covers any of the collateral for the Loan, and there is no judgment or tax lien
outstanding against any Borrower or Guarantor.

(f)    This Agreement, the Note, the Mortgages, the other Loan Documents and any other documents and instruments
required to be executed and delivered by Borrowers and Guarantor in connection with the Loan, when executed and delivered,
will constitute the duly authorized, valid and legally binding obligations of the party required to execute the same and will be
enforceable strictly in accordance with their respective terms (except to the extent that enforceability may be affected or limited
by applicable bankruptcy, insolvency and other similar debtor relief laws affecting the enforcement of creditors’ rights
generally); and no basis exists for any claim against Lender under this Agreement, under the Loan Documents or with respect
to the Loan; and enforcement of this Agreement and the Loan Documents is subject to no defenses of any kind.

(g)    The execution, delivery and performance of this Agreement, the Note, the Mortgages, the other Loan Documents
and any other documents or instruments to be executed and delivered by Borrowers or Guarantor pursuant to this Agreement or
in connection with the Loan and the use and occupancy of the Projects will not:
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(i) violate any Legal Requirements applicable to Borrower or any Signing Entity, or (ii) conflict with, be inconsistent with, or
result in any breach or default of any of the terms, covenants, conditions or provisions of any indenture, mortgage, deed of
trust, instrument, document, agreement or contract of any kind to which any Borrower, Guarantor or any Signing Entity is a
party or by which any of them may be bound. Neither any Borrower, Guarantor nor any Signing Entity is in default (without
regard to grace or cure periods) under any contract or agreement to which it is a party, the effect of which default will adversely
affect the performance by any Borrower or Guarantor of its obligations pursuant to and as contemplated by the terms and
provisions of this Agreement or the other Loan Documents

(h)    No condition, circumstance, event, agreement, document, instrument, restriction, litigation or proceeding, or
threatened litigation or proceeding or basis therefor, exists which could (i) adversely affect the validity or priority of the liens
and security interests granted Lender under the Loan Documents; (ii) materially adversely affect the ability of any Borrower or
Guarantor to perform their obligations under the Loan Documents; or (iii) constitute a Default or Event of Default under this
Agreement or any of the other Loan Documents.

(i)    It is a condition of this Agreement and the Loan that the Projects and the use and occupancy of the Projects do not
violate or conflict with any applicable law, statute, ordinance, rule, regulation or order of any kind, including, without
limitation, Environmental Laws, zoning, building, land use, noise abatement, occupational health and safety or other laws, any
building permit or any Declarations, and if a third‑party is required under any Declarations or other documents, to consent to
use or operation of the Projects, Borrowers have obtained such approval from such party, and to the best of Borrowers’
knowledge, such condition is satisfied. In addition, and without limiting the foregoing, each Borrower shall (i) ensure that no
person or entity owns a controlling interest in or otherwise controls such Borrower is or shall be listed on the Specially
Designated Nationals and Blocked Person List or other similar lists maintained by the Office of Foreign Assets Control
(“OFAC”), the Department of the Treasury or included in any Executive Orders, (ii) not use or permit the use of any Loan
Proceeds to violate any of the foreign asset control regulations of OFAC or any enabling statute or Executive Order relating
thereto, and (iii) comply with all applicable Bank Secrecy Act laws and regulations, as amended.

(j)    Each of the following is a condition of this Agreement and the Loan: Except as disclosed in the environmental site
assessments referred to below, the Projects have never been used for any activities which, directly or indirectly, involve the use,
generation, treatment, storage, transportation or disposal of any Hazardous Substances, and no Hazardous Substances exist on
the Projects or under the Projects or in any surface waters or groundwaters on or under the Projects. The Projects and their
existing and prior uses have at all times complied with all Environmental Laws, and Borrowers have not violated any
Environmental Laws. The environmental site assessments referred to above are as follows:

(i)    In the case of Borrower 1’s Project, a Phase 1 Environmental Site Assessment Report dated November 26,
2012, prepared by Environmental Corporation of America.
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(ii)    In the case of Borrower 2’s Project, a Phase 1 Environmental Site Assessment Report dated July 18, 2012,
prepared by Environmental Corporation of America.

To the best of Borrowers’ knowledge, each of such conditions is satisfied.

(k)    There are no facilities on the Projects which are subject to reporting under any State laws or Section 312 of the
Federal Emergency Planning and Community Right to Know Act of 1986 (42 U.S.C. Section 11022), and federal regulations
promulgated thereunder. Except as disclosed in the environmental site assessments referred to above, the Projects do not
contain any underground or above ground storage tanks.

(l)    All financial statements submitted by any Borrower or Guarantor to Lender in connection with the Loan are true
and correct in all material respects, have been prepared in accordance with GAAP consistently applied, and fairly present the
respective financial conditions and results of operations of the entities and persons which are their subjects.

(m)    This Agreement and all financial statements, budgets, schedules, opinions, certificates, confirmations, applications,
rent rolls, affidavits, agreements, and other materials submitted to Lender in connection with or in furtherance of this
Agreement by or on behalf of any Borrower or Guarantor fully and fairly state the matters with which they purport to deal, and
neither misstate any material fact nor, separately or in the aggregate, fail to state any material fact necessary to make the
statements made not misleading in any material respect.

(n)    Each parcel of Land is taxed as one or more separate tax parcels which do not include any property other than such
parcel of Land.

(o)    Under applicable law, each parcel of Land may be encumbered, conveyed and otherwise dealt with as a separate
legal parcel.

(p)    All utility and municipal services required for the construction, occupancy and operation of the Projects, including,
but not limited to, water supply, storm and sanitary sewage disposal systems, cable services, gas, electric and telephone
facilities are available for use by and currently provide service to the Projects.

(q)    All governmental permits and licenses required by applicable law in order for Borrowers to own and lease the
Projects, and for Operators to operate their Facilities, have been validly issued and are in full force.

(r)    Each of the following is a condition of this Agreement and the Loan: The storm and sanitary sewage disposal
system, water system, drainage system and all mechanical systems of the Projects comply with all applicable laws, statutes,
ordinances, rules and regulations, including, without limitation, all Environmental Laws. The applicable environmental
protection agency, pollution control board and/or other governmental agencies having jurisdiction of the Projects have issued
their permits for the construction, tap‑on and operation of those systems. To the best of Borrowers’ knowledge, each of such
conditions is satisfied.
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(s)    It is a condition of this Agreement and the Loan that all utility, parking, access (including curb‑cuts and highway
access), construction, recreational and other permits and easements required for the use of the Projects have been granted and
issued, and to the best of Borrowers’ knowledge, such condition is satisfied.

(t)    With the exception of Permitted Exceptions, the improvements located on each parcel of Land do not encroach
upon any building line, set back line, sideyard line, or any recorded or visible easement (or other easement of which any
Borrower is aware or has reason to believe may exist) which exists with respect to the applicable Project.

(u)    The Loan, including interest rate, fees and charges as contemplated hereby, is a “business loan” within the
meaning of subparagraph (1)(c) contained in Section 205/4 of Chapter 815 of the Illinois Compiled Statutes, as amended; the
Loan is an exempted transaction under the Truth In Lending Act, 12 U.S.C. §1601 et seq.; and the Loan does not, and when
disbursed will not, violate the provisions of the usury laws of the State, any consumer credit laws or the usury laws of any state
which may have jurisdiction over this transaction, any Borrower or any property securing the Loan.

(v)    There are no leases for use or occupancy of the Projects other than the Leases, with the exception of agreements
entered into with residents and occupants in the ordinary course of business of operating the Facilities.

(w)    Each Lease is in full force and effect; no Defaults or Events of Default on the part of the applicable Borrower
have occurred and are continuing thereunder; the tenant has no right of set-off against payment of rent due thereunder; and
enforcement of the Lease by such Borrower or by Lender pursuant to an exercise of Lender’s rights under the Assignment of
Rents would be subject to no defenses of any kind.

(x)    All Employee Plans of Borrowers, if any, and Operators meet the minimum funding standards of Section 302 of
ERISA and 412 of the Internal Revenue Code where applicable, and each such Employee Plan that is intended to be qualified
within the meaning of Section 401 of the Internal Revenue Code of 1986 is qualified. No withdrawal liability has been incurred
under any such Employee Plans and no “Reportable Event” or “Prohibited Transaction” (as such terms are defined in ERISA),
has occurred with respect to any such Employee Plans, unless approved by the appropriate governmental agencies. Borrowers
and Operators have promptly paid and discharged all obligations and liabilities arising under ERISA of a character which if
unpaid or unperformed might result in the imposition of a lien against any of their properties or assets.

(y)    Each of the following is a condition of this Agreement and the Loan: There are no strikes, lockouts or other labor
disputes pending or threatened against any Borrower or Operator; hours worked by and payment made to employees of
Borrowers and Operators have not been in violation of the Fair Labor Standards Act or any other applicable law; and no unfair
labor practice complaint is pending or threatened against any Borrower or any Operator before any governmental authority. To
the best of Borrowers’ knowledge, each of such conditions is satisfied.
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(z)    Each Facility has all necessary licenses, permits and certifications required by any applicable governmental
authority to operate and maintain a skilled nursing facility therein with its current number of beds in service, and participates in
the Medicare and Medicaid programs. Each Operator has complied with all applicable requirements of the United States of
America, the State of South Carolina and all applicable local governments, and of its agencies and instrumentalities, necessary
to operate and maintain such Facility as such a facility. All utilities necessary for use, operation and occupancy of each Project
and each Facility are available to such Project and such Facility. All requirements for unrestricted use of each Project and each
Facility as a skilled nursing facility under the rules and regulations of the State of South Carolina Department of Health and
Human Services and of any other department or agency of the State of South Carolina having jurisdiction over each Project
and each Facility have been fulfilled. All building, zoning, safety, health, fire, water district, sewerage and environmental
protection agency and any other permits or licenses which are required by any governmental authority for use, occupancy and
operation of each Project and each Facility as a skilled nursing facility have been obtained and are in full force and effect.
Neither any Borrower, any Operator, Guarantor, any Project nor any Facility is subject to any corporate integrity agreement,
compliance agreement or other agreement governing the operation of any Project or any Facility or the operations of any
Borrower, any Operator or Guarantor.

(aa)    Each Borrower and Operator is in compliance in all material respects with all laws, orders, regulations and
ordinances of all federal, foreign, state and local governmental authorities binding upon or affecting the business, operation or
assets of Borrowers or Operators. Neither any Borrower nor any Operator: (i) has had a civil monetary penalty assessed against
it under the Social Security Act (the “SSA”) Section 1128(a) ), other than nominal amounts for violations which were not of a
material nature, (ii) has been excluded from participation under the Medicare program or under a State health care program as
defined in the SSA Section 1128(h) (“State Health Care Program”), or (iii) has been convicted (as that term is defined in 42
C.F.R. Section 1001.2) of any of the following categories of offenses as described in the SSA Section 1127(a) and (b)(l), (2),
(3): (A) criminal offenses relating to the delivery of an item or service under Medicare or any State Health Care Program; (B)
criminal offenses under federal or state law relating to patient neglect or abuse in connection with the delivery of a health care
item or service; (C) criminal offenses under federal or state law relating to fraud, theft, embezzlement, breach of fiduciary
responsibility, or other financial misconduct in connection with the delivery of a health care item or service or with respect to
any act or omission in a program operated by or financed in whole or in part by any federal, state or local government agency;
(D) federal or state laws relating to the interference with or obstruction of any investigations into any criminal offense described
in (A) through (C) above; or (E) criminal offenses under federal or state law relating to the unlawful manufacture, distribution,
prescription or dispensing of a controlled substance. Without limiting the generality of the foregoing, neither any Borrower nor
any Operator is in default in the performance, observance or fulfillment of any of the obligations, covenants or conditions
contained in any Medicare or Medicaid Provider Agreement or other agreement or instrument to which such Borrower or
Operator is a party, which default has resulted in, or if not remedied within any applicable grace period could result in,
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the revocation, termination, cancellation or suspension of the Medicare or Medicaid Certification of such Borrower or Operator.

2.2    Continuation of Representations and Warranties. Borrowers hereby covenant, warrant and agree that the
representations and warranties made in Section 2.1 hereof shall be and shall remain true and correct in all material respects at the time
of the Loan Opening and at all times thereafter so long as any part of the Loan shall remain outstanding. Each request for disbursement
of Loan Proceeds shall constitute a reaffirmation that these representations and warranties are true in all material respects as of the date
of such request and will be true in all material respects on the date of the disbursement.

ARTICLE 3

THE LOAN

3.1.    Agreement to Borrow and Lend.

(a)    On the terms of and subject to the conditions of this Agreement, Borrowers agree to borrow from Lender, and Lender
agrees to lend to Borrowers, an amount not to exceed the Loan Amount.

(b)    The Loan shall be evidenced by the Note executed by Borrowers jointly and severally and shall be secured by the
Mortgages and the Assignments of Rents. The Loan shall be guaranteed by Guarantor pursuant to the Guaranty, and Borrowers and
Guarantor shall protect Lender with respect to environmental matters pursuant to the Environmental Indemnity.

(c)    The proceeds of the Loan together with cash equity of Borrowers shall be used by Borrowers to refinance the existing
indebtedness on the Projects and to pay loan and loan refinancing costs and expenses. Notwithstanding any other provision of this
Agreement, the amount of the Loan shall not exceed an amount equal to 80% of the aggregate “as is” appraised value of the Projects as
shown in the appraisals required by this Agreement.

3.2    Interest. Interest on funds advanced hereunder shall --

(i)    From the Loan Opening until the Maturity Date, accrue at the interest rates provided for in the Note;

(ii)    Be computed upon advances of the Loan from and including the date of each advance by Lender to or for the
account of a Borrower (whether to an escrow or otherwise), on the basis of a 360-day year and the actual number of days
elapsed in any portion of a month in which interest is due; and

(iii)    Be paid by Borrowers to Lender together with principal payments, if any, in the manner set forth in the Note.
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3.3    Principal Payments; Maturity Date; Prepayment.

(a)    Prior to the Maturity Date, principal payments, if any, shall be made as provided in the Note. The entire principal balance
of the Note and all accrued and unpaid interest thereon shall be due, if not sooner paid, on the Maturity Date.

(b)    The Loan may be prepaid prior to the Maturity Date on the terms and upon payment of the charges and fees set forth in the
Note.

3.4    Release of A Project . Notwithstanding any other provision of this Agreement or any of the other Loan Documents,
subject to the provisions set forth below in this Section, Borrowers shall have the right to consummate the sale or refinancing of either
Project (the “Release Project”) before selling or refinancing the other Project (the “Remaining Project”), and to obtain a release of
the Mortgage and the Assignment of Rents that encumber the Release Project, provided that all of the following conditions are
satisfied:

(i)    Borrowers shall give Lender not less than 15 days’ prior written notice of the closing of the sale or refinancing of
the Release Project.

(ii)    There shall not have occurred and be continuing any Default or Event of Default under this Agreement or any of
the other Loan Documents on the date of such notice or on the date of the closing of the sale or refinancing of the Release
Project (the “Release Date”).

(iii)    Borrowers shall make a prepayment on the principal of the Loan (the “Release Payment”) on the Release Date in
the greater of the following two amounts:

(A)    That amount which will cause the principal balance outstanding on the Loan after the Release Payment is
made to be 80% of the “as is” appraised value of the Remaining Project, as set forth in a new appraisal of the
Remaining Project addressed to Lender and satisfactory to Lender, prepared by a certified or licensed appraiser who is
approved by Lender, each in its sole and absolute discretion.

(B)    That amount which will reduce the principal balance outstanding on the Loan to an amount (the
“Assumed Loan Amount”) such that EBITDAR for the Operator which is the lessee of the Remaining Project, for the
12-month period ending on the last day of the calendar month immediately preceding the Release Date, is not less than
1.75 times the total amount of principal and interest that would be payable on a loan (the “Assumed Loan”) during a
period of one year, based on the assumptions set forth below. The assumptions referred to above are that (i) the
principal amount of the Assumed Loan throughout such one-year period is the Assumed Loan Amount; (ii) the
Assumed Loan bears interest throughout such one-year period at an interest rate equal to the interest rate in effect on the
Loan on the Release Date; and (iii) a monthly principal payment will be due on the Assumed Loan during each month
of such 12-month period, in an an amount per month based on a 25-year amortization schedule, calculated by the
Lender in the same manner as the amount of the principal payment which is provided for in Section 3.1(b) of the Note
was calculated.
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(iv)    Borrowers shall pay all costs, expenses and fees incurred by Lender in connection with such partial release,
including, without limitation, the reasonable fees and expenses of legal counsel to Lender and title insurance and escrow
charges.

3.5    Uniform Commercial Code Matters.

(a)    All references in this Agreement and the other Loan Documents to the Code are to the Code as from time to time in effect.

(b)    Borrowers represent and warrant to Lender as follows:

(i)    The exact legal names of Borrowers are as stated in the first paragraph of this Agreement

(ii)    The nature of each Borrower entity and the State in which it is organized are as stated in the first paragraph of this
Agreement. The organizational numbers of Borrowers in such State are as follows:

Borrower Organizational Number
Borrower 1 12070358
Borrower 2 12038917

(iii)    The address of each Borrower’s chief executive office is 1145 Hembree Road, Roswell, Georgia 30076.

(iv)    Each Borrower has no place of business other than the chief executive office referred to in (iii) above, at the
address for notices set forth in Section 12.10 of this Agreement, and at its Project in the State of South Carolina.

(c)    Each Borrower shall not, without not less than 30 days’ prior written notice to Lender, change its legal name, the nature of
the Borrower entity, the State in which it is organized, its organizational number in the State in which it is organized, if any, the address
of its chief executive office, or the address of its other places of business, from those referred to in paragraph (b) of this Section.

(d)    Borrowers acknowledge that by entering into the security agreements contained in this Agreement and the other Loan
Documents, Borrowers have authorized the filing of financing statements and amendments under the Code covering the collateral
described in such security agreements, without the signature of Borrowers.

(e)    As additional security for the payment and performance of all of the obligations of all of Borrowers under this Agreement
and the other Loan Documents, each Borrower hereby grants to Lender a security interest in all Deposit Accounts (as defined in the
Code) from time to time maintained by such Borrower with Lender, all cash and investments from time to time on deposit in all such
Deposit Accounts, and all proceeds of all of the foregoing.
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ARTICLE 4

LOAN DOCUMENTS

4.1    Loan Documents. As a condition precedent to the Loan Opening, Borrowers agree that they will deliver the following
Loan Documents to Lender at or prior to the Loan Opening, all of which must be satisfactory to Lender and Lender’s counsel in form,
substance and execution:

(a)    Promissory Note. A Promissory Note dated the date hereof (the “Note”), executed by Borrowers jointly and
severally and made payable to the order of Lender, in the Loan Amount.

(b)    Mortgages. A separate Mortgage, Security Agreement, Assignment of Rents and Leases and Fixture Filing dated
as of January 30, 2015 (each a “Mortgage”), duly executed by each Borrower to and for the benefit of Lender, creating a first
lien on such Borrower’s Land to secure the Note, the Loan and all obligations of all of Borrowers in connection therewith.

(c)    Assignments of Rents and Leases. A separate Absolute Assignment of Rents and Leases dated as of January 30,
2015 (each an “Assignment of Rents”), duly executed by each Borrower to and for the benefit of Lender, collaterally
assigning to Lender all of such Borrower’s rents, leases and profits of its Project as security for the Note, the Loan and all
obligations of all of Borrowers in connection therewith.

(d)    Financing Statements. Uniform Commercial Code Financing Statements as required by Lender to perfect all
security interests granted by this Agreement, the Mortgages and the other Loan Documents.

(e)    Environmental Indemnity. An Environmental Indemnity Agreement dated as of even date herewith (the
“Environmental Indemnity”), executed by Borrowers and Guarantor jointly and severally to and for the benefit of Lender,
indemnifying Lender for all risks, liabilities, costs and expenses which may be incurred as a result of environmental matters at
the Projects.

(f)    Guaranty. A Guaranty of Payment and Performance dated as of even date herewith (the “Guaranty”), executed
by Guarantor to and for the benefit of Lender, guaranteeing to Lender the payment and performance of all obligations of all
Borrowers in connection with the Loan.

(g)    Collateral Assignments. Collateral assignments of such agreements, leases, contracts and other rights or interests
of Borrowers with respect to the Projects as Lender may reasonably request.

(h)    Other Loan Documents. Such other documents and instruments as Lender may reasonably require.
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4.2    Interest Rate Protection.

(a)    Any and all obligations, contingent or otherwise, whether now existing or hereafter arising, of any Borrower arising under
or in connection with all Hedging Transactions and Hedging Agreements to which Lender is a party shall be secured by all of the
collateral for the Loan.

(b)    As additional security for the payment and performance of all of the obligations of Borrowers under this Agreement and
the other Loan Documents, Borrowers hereby pledge and assign to Lender, and grant to Lender a first lien on and a first priority
security interest in, (i) all Hedging Transactions from time to time entered into by any Borrower with Lender or any other provider, (ii)
all contracts from time to time entered into by any Borrower with Lender or any other provider with respect to such Hedging
Transactions, (iii) all amounts from time to time payable to any Borrower under such Hedging Transactions and contracts, and (iv) all
proceeds of all of the foregoing.

ARTICLE 5

CONDITIONS TO LOAN DISBURSEMENTS

5.1    Conditions to Loan Opening. As conditions precedent to the Loan Opening, (i) Borrowers shall satisfy all applicable
conditions and requirements contained in other Sections of this Agreement, and (ii) Borrowers shall furnish the following to Lender at
or prior to the Loan Opening or at such time as is set forth below, all of which must be satisfactory to Lender and Lender’s counsel in
form, content and execution:

(a)    Title Insurance Policies. A loan title insurance policy for each Project, issued on the date of the Loan Opening by
the Title Insurance Company to Lender, in the full amount of the Loan to the Borrower which is the owner of such Project,
insuring the applicable Mortgage to be a valid first, prior and paramount lien upon the fee title to the Project, as the case may
be, subject only to the Permitted Exceptions, and containing such endorsements as Lender may require, each in form and
substance satisfactory to Lender (each a “Title Insurance Policy”).

(b)    Surveys. A current plat of survey (each a “Survey”) of each parcel of the Land, which shall (i) be made by a land
surveyor licensed in the State, (ii) be prepared in accordance with the 2011 Minimum Standard Detail Requirements for
ALTA/ACSM Land Title Surveys, jointly established and adopted by ALTA and NSPS, (iii) include such Table A Items as
Lender shall require, (iv) be made such that the relative positional accuracy of the Survey does not exceed that which is
specified in the Accuracy Standards as adopted by ALTA and NSPS and in effect on the date of the Survey, (v) contain a
certificate acceptable to Lender naming the applicable Borrower, Lender and the Title Insurance Company, and (v) contain
such additional information as may be required by Lender or the Title Insurance Company.

(c)    Insurance Policies. Evidence satisfactory to Lender in its reasonable judgment that the insurance coverages
required by Section 7.3 hereof are in force.

(d)    Utilities; Licenses; Permits. As to each Project, evidence satisfactory to Lender that --
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(i)    All utility and municipal services required for the occupancy and operation of the Project are available and
currently servicing the Project;

(ii)    All permits, licenses and governmental approvals required by applicable law to occupy and operate each
Project and each Facility have been issued, are in full force and all fees therefor have been fully paid;

(iii)    The storm and sanitary sewage disposal system, the water system and all mechanical systems serving the
Project comply with all applicable laws, ordinances, rules and regulations, including Environmental Laws and the
applicable environmental protection agency, pollution control board and/or other governmental agencies having
jurisdiction of the Project have issued their permits for the operation thereof; and

(iv)    All utility, parking, access (including curb-cuts and highway access), recreational and other easements and
permits required or necessary for the use of the Project have been granted or issued.

(e)    Environmental Reports. As to each Project, an environmental site assessment (each an “Environmental
Report”) prepared at Borrowers’ sole cost and expense by an independent professional environmental consultant approved by
Lender in its sole and absolute discretion. The Environmental Reports shall be subject to Lender’s approval in its sole and
absolute discretion. If any Environmental Report reveals contamination or conditions warranting further investigation in order
to establish baseline data, Lender may also require as a condition to the Loan Opening, in its sole and absolute discretion, a
written report (also referred to herein as an “Environmental Report”) based on additional testing and investigation in order to
define the source and extent of the contamination or to establish baseline data, as well as to provide relevant detailed
information on the area’s geological and hydrogeological conditions. Any additional Environmental Report prepared pursuant
to this requirement shall be subject to Lender’s approval, in its sole and absolute discretion.

(f)    Appraisals. As to the Project owned by each Borrower, an appraisal of the Project addressed to Lender and
satisfactory to Lender, prepared by a certified or licensed appraiser who is approved by Lender, each in its sole and absolute
discretion, which appraisals must show aggregate “as is” appraised values of the Projects in the amount of not less than
$11,625,000, such that the Loan Amount will not exceed an amount equal to 80% of the aggregate “as is” appraised value of
the Projects.

(g)    Documents of Record. Copies of all documents of record which affect the Projects, including, without limitation,
the Declarations, and estoppel letters from the other parties thereto covering such matters as Lender shall reasonably require.

(h)    Searches. A report from the appropriate filing officers of the state and counties in which the Land is located,
indicating that no judgments, tax or other liens, security interests, leases of personalty, financing statements or other
encumbrances (other than Permitted Exceptions and liens and security interests in
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favor of Lender) are of record or on file encumbering any portion of such Land, and that there are no judgments, tax liens,
pending litigation or bankruptcy actions outstanding with respect to Borrowers and Guarantor.

(i)    Attorney’s Opinion. An opinion of counsel to Borrowers and Guarantor addressing such issues as Lender may
request, subject to assumptions and qualifications satisfactory to Lender.

(j)    Organizational Documents. Organizational documents, any resolutions required by such documents, and good
standing certificates, for Borrowers and the other parties to the Loan Documents, and for any entities executing Loan
Documents on behalf of Borrowers or any other parties to the Loan Documents.

(k)    Leases. A copy of each Lease and a lease subordination agreement with each Operator. In addition, Borrowers
shall deposit all security deposits required under the Leases, if any, with Lender in an account in Borrowers’ name.

(l)    Management and Consulting Agreements. As to each Project, if the applicable Operator has entered into a
management or consulting agreement with respect to the Project, a copy of such management or consulting agreement and a
subordination agreement from the manager or consultant in a form satisfactory to Lender.

(m)    Real Estate Taxes. Copies of the most recent real estate tax bills for the Land and evidence satisfactory to Lender
that each parcel of the Land is separately assessed for real estate taxing purposes.

(n)    Broker. Evidence satisfactory to Lender that all brokers’ commissions or fees due with respect to the Loan or the
Projects have been paid in full in cash.

(o)    Property Condition Reports. A property condition report for each Project prepared at Borrowers’ sole cost and
expense by an independent consultant approved by Lender in its sole and absolute discretion, and which shall be subject to
Lender’s approval in its sole and absolute discretion.

(p)    Additional Documents. Such other papers and documents regarding Borrowers, the Projects or the Facilities as
Lender may reasonably require.

5.2    Additional Conditions to Loan Opening. The following are additional conditions precedent to the Loan Opening:

(a)    Written Request. Borrowers shall have delivered to Lender a written request for disbursement prepared in such
form and detail, and accompanied by such supporting information and documents, as shall be strictly satisfactory to Lender.

(b)    Representations and Warranties. All representations and warranties of Borrowers contained in this Agreement,
the other Loan Documents and other documents delivered to Lender shall be true and correct in all material respects as of the
date of the Loan Opening.
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(c)    Financial Condition. There shall be no material adverse change in the financial condition of any Borrower or
Guarantor as of the date of the Loan Opening.

(d)    Accounts Set Up with Lender.  Without limitation on the generality of paragraph (f) below, Borrowers and
Operators shall have set up all of their respective operating accounts with Lender as required by Section 7.10 of this
Agreement.

(e)    Interest Rate Protection. Borrowers shall have purchased from a qualified counterparty one or more contracts for
interest rate protection for such portion or all of the Loan as Lender may require, which contracts shall be in effect for the full
term of the Loan and for a rate and otherwise in form and substance satisfactory to Lender in all respects. Lender agrees that
interest rate protection is not required for the Loan.

(f)    No Default or Event of Default. No Default or Event of Default under this Agreement or under any other Loan
Document shall have occurred and be continuing as of the date of the Loan Opening.

5.3    Termination of Agreement. Borrowers agree that all conditions precedent to the Loan Opening will be complied with on
or prior to the Required Loan Opening Date. If all of the conditions precedent to the Loan Opening hereunder shall not have been
performed on or before the Required Loan Opening Date, Lender, at its option at any time thereafter and prior to the Loan Opening,
may terminate this Agreement and all of its obligations hereunder by giving a written notice of termination to Borrowers. In the event
of such termination, Borrowers shall pay all Loan Expenses which have accrued or been charged as of the date of such termination.

ARTICLE 6

PAYMENT OF LOAN EXPENSES

6.1    Payment of Loan Expenses at Loan Opening. At the Loan Opening, Lender may pay from Loan Proceeds all Loan
Expenses, to the extent the same have not been previously paid.

ARTICLE 7

FURTHER AGREEMENTS OF BORROWER

7.1    Mechanics’ Liens, Taxes and Contest Thereof . Borrowers agree that they will not suffer or permit any mechanics’ lien
claims to be filed or otherwise asserted against the Projects and will promptly discharge the same in case of the filing of any claims for
lien or proceedings for the enforcement thereof, and will pay all special assessments which have been placed in collection and all real
estate taxes and assessments of every kind (regardless of whether the same are payable in installments) upon the Projects, before the
same become delinquent; provided, however, that Borrowers shall have the right to contest in good faith and with reasonable diligence
the validity of any such lien, claim, tax or assessment if the
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right to contest such matters is expressly granted in the Mortgages. If Borrowers shall fail promptly either to discharge or to contest
claims, taxes or assessments asserted or give security or indemnity in the manner provided in the Mortgages, or having commenced to
contest the same, and having given such security or indemnity shall fail to prosecute such contest with diligence, or to maintain such
indemnity or security so required by the Mortgages, or upon the adverse conclusion of any such contest, to cause any judgment or
decree to be satisfied and lien to be released, then and in any such event Lender may, at its election (but shall not be required to),
procure the release and discharge of any such claim and any judgment or decree thereon and, further, in its sole discretion, effect any
settlement or compromise of the same. Any amounts so expended by Lender, including premiums paid or security furnished in
connection with the issuance of any surety bonds, shall be deemed to constitute disbursement of Loan Proceeds hereunder. In settling,
compromising, discharging or providing indemnity or security for any claim for lien, tax or assessment, Lender shall not be required to
inquire into the validity or amount thereof.

7.2    Fixtures and Personal Property. Except for security interests granted to Lender, Borrowers agree that all of the personal
property, fixtures, attachments, furnishings and equipment delivered in connection with the construction, equipping or operation of the
Projects will be kept free and clear of all chattel mortgages, vendor’s liens, and all other liens, claims, encumbrances and security
interests whatsoever, and that Borrowers will be the absolute owners of said personal property, fixtures, attachments and equipment,
subject to the rights of Operators under the Leases. Borrowers, on request, shall furnish Lender with satisfactory evidence of such
ownership, and of the terms of purchase and payment therefor.

7.3    Insurance Policies. Borrowers shall, at their expense, during the term of this Agreement, procure and keep in force, or
cause to be procured and kept in force by Operators, the insurance coverages described in Exhibit D attached to this Agreement and
conforming to the insurance requirements contained in the Mortgages, and in addition thereto, professional liability insurance covering
the operations in the Projects in such amounts and with such deductibles as shall be approved by Lender. In addition, all insurance
shall be in form, content and amounts approved by Lender and written by an insurance company or companies licensed to do business
in the state in which the Projects are located and domiciled in the United States or a governmental agency or instrumentality approved
by Lender. The policies for such insurance shall have attached thereto standard mortgagee clauses in favor of and permitting Lender to
collect any and all proceeds payable thereunder and shall include a 30 day (except for nonpayment of premium, in which case, a
10 day) notice of cancellation clause in favor of Lender. All policies or certificates of insurance shall be delivered to and held by
Lender as further security for the payment of the Note and any other obligations arising under the Loan Documents, with evidence of
renewal coverage delivered to Lender at least 30 days before the expiration date of any policy.

7.4    Furnishing Information.

(a)    Borrowers shall promptly supply Lender with such information concerning their assets, liabilities and affairs, and the
assets, liabilities and affairs of Guarantor, as Lender may reasonably request from time to time hereafter; which shall include:

(i)    Without the necessity of any request by Lender, as soon as available and in no event later than 120 days after the
end of each fiscal year commencing with the fiscal year ending December 31, 2014, annual financial statements of each
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Borrower showing the results of operations of its Project and consisting of a balance sheet, statement of income and expense
and a statement of cash flows, prepared in accordance with GAAP, and certified by an officer of such Borrower, and
accompanied by an audit report of a firm of independent certified public accountants acceptable to Lender.

(ii)    Without the necessity of any request by Lender, as soon as available and in no event later than 45 days after the
end of each fiscal quarter commencing with the fiscal quarter ending March 31, 2105, consolidated and consolidating financial
statements of Operators showing the results of operations of the Facilities and consisting of a balance sheet, statement of
income and expense and statement of payor mix, prepared in accordance with GAAP, and certified by an officer of Operators.

(iii)    Without the necessity of any request by Lender, as soon as available and in no event later than 120 days after the
end of each fiscal year commencing with the fiscal year ending December 31, 2014, an annual consolidated and consolidating
financial statement of Operators showing the results of operations of the Facilities and consisting of a balance sheet, statement
of income and expense, statement of cash flows and statement of payor mix, prepared in accordance with GAAP, certified by
an officer of Operators, and accompanied by an audit report of a firm of independent certified public accountants acceptable to
Lender;

(iv)    Without necessity of any request by Lender, as soon as available and in no event later than 120 days after the end
of each fiscal year, commencing with the fiscal year ending December 31, 2014, annual consolidated financial statements of
AdCare, consisting of a balance sheet, statement of income and expense and a statement of cash flows, prepared in accordance
with GAAP, and certified by an officer of AdCare, and accompanied by an audit report of a firm of independent certified
public accountants acceptable to Lender.

(v)    Without necessity of any request by Lender, with each quarterly financial statement of Operators required to be
furnished hereunder, a duly completed compliance certificate, dated the date of such financial statements and certified as true
and correct by appropriate officers of Borrowers, Operators and AdCare, containing a computation of each of the financial
covenants set forth in Sections 7.14, 7.15, 7.16, 7.17, 7.18 and 7.19 hereof which is required to be tested for or during the
period covered by such financial statement, and stating that Borrowers have not become aware of any Default or Event of
Default under this Agreement or any of the other Loan Documents that has occurred and is continuing or, if there is any such
Default or Event of Default describing it and the steps, if any, being taken to cure it.

(b)    Borrowers shall promptly notify Lender of any condition or event which constitutes a Default or Event of Default under
this Agreement or any of the other Loan Documents, and of any material adverse change in the financial condition of any Borrower or
any Guarantor.

(c)    It is a condition of this Agreement and the Loan that Borrowers, Operators and AdCare shall each maintain a standard and
modern system of accounting in accordance with GAAP consistently applied.
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(d)    It is a condition of this Agreement and the Loan that Borrowers and Operators shall each permit Lender or any of its
agents or representatives to have access to and to examine all books and records regarding the Projects and the Facilities at any time or
times hereafter upon reasonable prior notice during business hours.

(e)    It is a condition of this Agreement and the Loan that Borrowers and Operators shall each permit Lender to copy and make
abstracts from any and all of said books and records.

7.5    Excess Indebtedness. Borrowers agree to pay to Lender on demand the amount by which the indebtedness hereunder, at
any time, may exceed the Loan Amount.

7.6    Certain Title Related Matters.

(a)    Borrowers shall comply with all recorded or other covenants affecting the Projects, including, without limitation, the
Declarations. Borrowers shall not record or permit to be recorded any document, instrument, agreement or other writing against the
Land other than Permitted Exceptions.

(b)    Borrowers shall at all times duly perform and observe all of the terms, provisions, conditions and agreements on their part
to be performed and observed under the Declarations, and shall not suffer or permit any Default or Event or Default on the part of
Borrowers to exist thereunder, and shall not agree or consent to, or suffer or permit, any modification, amendment or termination
thereof without the prior written consent of Lender. Borrowers shall promptly furnish to Lender copies of all notices of default and
other material documents and communications sent or received by Borrowers under or relating to any Declaration.

(c)    Borrowers shall cause each of the Projects to be taxed as one or more separate tax parcels which do not include any
property other than the Projects.

(d)    Borrowers shall ensure that under applicable law, each of the Projects may be encumbered, conveyed and otherwise dealt
with as a separate legal parcel.

7.7    Compliance with Laws; Environmental Matters. Each of the following is a condition of this Agreement and the Loan:

(a)    Borrowers and Operators shall comply, in all respects, including the conduct of their business and operations and
the use of their properties and assets, with all applicable laws, rules, regulations, decrees, orders, judgments, licenses and
permits, including without limitation, Environmental Laws, Titles XVIII and XIX of the Social Security Act, Medicare
Regulations, Medicaid Regulations, and all laws, rules and regulations of any governmental authorities pertaining to the
licensing of professional and other health care providers.

(b)    With the exception of Permitted Substances, the Projects will not be used, for any activities which, directly or
indirectly, involve the use, generation, treatment, storage, transportation or disposal of any Hazardous Substances, and no
Hazardous Substances will exist on the Projects or under the Projects or in any surface waters or groundwaters on or under the
Projects. The Projects and their existing and
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future uses will comply with all Environmental Laws, and Borrowers and Operators will not violate any Environmental Laws.

7.8    ERISA Liabilities; Employee Plans. It is a condition of this Agreement and the Loan that Borrowers and Operators shall
(i) keep in full force and effect any and all Employee Plans which are presently in existence or may, from time to time, come into
existence under ERISA, and not withdraw from any such Employee Plans, unless such withdrawal can be effected or such Employee
Plans can be terminated without liability to any Borrower or Operator; (ii) make contributions to all of such Employee Plans in a timely
manner and in a sufficient amount to comply with the standards of ERISA; including the minimum funding standards of ERISA; (iii)
comply with all material requirements of ERISA which relate to such Employee Plans; (iv) notify Lender immediately upon receipt by
any Borrower or Operator of any notice concerning the imposition of any withdrawal liability or of the institution of any proceeding or
other action which may result in the termination of any such Employee Plans or the appointment of a trustee to administer such
Employee Plans; (v) promptly advise Lender of the occurrence of any “Reportable Event” or “Prohibited Transaction” (as such terms
are defined in ERISA), with respect to any such Employee Plans; and (vi) amend any Employee Plan that is intended to be qualified
within the meaning of Section 401 of the Internal Revenue Code of 1986 to the extent necessary to keep the Employee Plan qualified,
and to cause the Employee Plan to be administered and operated in a manner that does not cause the Employee Plan to lose its
qualified status.

7.9    Licensure; Notices of Agency Actions. The following are conditions of this Agreement and the Loan:

(a)    Operators shall be fully qualified by all necessary permits, licenses, certifications, accreditations and qualifications
and shall be in compliance with all annual filing requirements of all regulatory authorities.

(b)    Borrowers and Operators shall within five days after receipt, furnish to Lender copies of all adverse notices from
any licensing, certifying, regulatory, reimbursing or other agency which has jurisdiction over any Project or any Facility or over
any license, permit or approval under which any Project or any Facility operates, and if any Borrower or any Operator becomes
aware that any such notice is to be forthcoming before receipt thereof, it shall promptly inform Lender thereof.

7.10    Project and Facility Accounts and Revenues.

(a)    It is a condition of this Agreement and the Loan that Borrowers and Operators shall each set up and maintain all of their
respective operating accounts and other accounts related to the Projects and the Facilities with Lender, shall deposit all of their
respective income and receipts promptly upon receipt in such accounts, and shall maintain all of their respective cash and investments
on deposit in deposit accounts with Lender.

(b)    Borrowers shall deposit all Gross Revenues promptly upon receipt thereof, into a bank account or accounts maintained by
Borrowers with Lender. As additional security for the payment and performance of all of the obligations of Borrowers under this
Agreement and the other Loan Documents, Borrowers hereby pledge and assign to Lender, and grant to Lender a first lien on and a
first priority security interest in, the Gross Revenues, all of
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Borrowers’ present and future Accounts (as defined in the Code), and the proceeds of all of the foregoing.

7.11    Single-Asset Entity; Indebtedness; Distributions.

(a)    Each Borrower shall not at any time own any asset or property other than its Project and property related thereto, and shall
not at any time engage in any business other than the ownership, development, construction, leasing and operation of its Project. The
articles of organization and operating agreement of each Borrower shall not be modified or amended, nor shall any member of any
Borrower be released or discharged from its obligations under the operating agreement of such Borrower.

(b)    Each Borrower shall not at any time have outstanding any indebtedness or obligations, secured or unsecured, direct or
indirect, absolute or contingent, including any guaranty, other than the following: (i) obligations to Lender; (ii) obligations under
interest rate protection agreements to which Lender is a party; (iii) obligations, other than borrowings, incurred in the ordinary course
of the ownership and operation of its Project; and (iv) obligations under its Lease.

(c)    If any Default or Event of Default shall occur and be continuing under this Agreement or any of the other Loan
Documents, each Borrower shall not, directly or indirectly, make any Distribution. In addition, each Borrower shall not, directly or
indirectly, at any time make any Distribution that would cause such Borrower’s cash and cash equivalents remaining after such
Distribution to be less than an amount equal to the aggregate of (i) the total amount of the security and other deposits received by such
Borrower from tenants of its Project, (ii) the total amount of accrued but unpaid real estate taxes on its Project, based on the last full
year tax bill or bills received by such Borrower, minus any amount held in a real estate tax escrow by Lender, and (iii) a reasonable
working capital reserve.

7.12    Restrictions on Transfer.

(a)    Each Borrower shall not effect, suffer or permit any Prohibited Transfer. Any conveyance, sale, assignment, transfer, lien,
pledge, mortgage, security interest or other encumbrance or alienation (or any agreement to do any of the foregoing) of any of the
following properties or interests shall constitute a “Prohibited Transfer”:

(i)    Any Project or any part thereof or interest therein, excepting only sales or other dispositions of collateral for the
Loan no longer useful in connection with the operation of such Project, provided that prior to the sale or other disposition
thereof, such collateral has been replaced by collateral of at least equal value and utility and which is subject to the lien of the
applicable Mortgage with the same priority as with respect to the original collateral;

(ii)    Any shares of capital stock of a corporate Borrower or a corporation which is a direct or indirect owner of an
ownership interest in any Borrower (other than the shares of capital stock of a corporate trustee or a corporation whose stock is
publicly traded on a national securities exchange or on the National Association of Securities Dealers’ Automated Quotation
System);
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(iii)    All or any part of the membership interests in a limited liability company Borrower or a limited liability company
which is a direct or indirect owner of an ownership interest in any Borrower;

(iv)    All or any part of the general partner or the limited partner interest, as the case may be, of a partnership or limited
partnership Borrower, or a partnership or limited partnership which is a direct or indirect owner of an ownership interest in any
Borrower; or

(v)    If there shall be any change in Control (by way of transfers of stock, partnership or member interests or otherwise)
in any partner, member, manager or shareholder, as applicable, which directly or indirectly Controls the day to day operations
and management of any Borrower that is not a natural person and/or owns a Controlling interest in any Borrower; provided,
however, that this subparagraph shall not apply to AdCare;

in each case whether any such conveyance, sale, assignment, transfer, lien, pledge, mortgage, security interest, encumbrance or
alienation is effected directly, indirectly (including the nominee agreement), voluntarily or involuntarily, by operation of law or
otherwise; provided, however, that the foregoing provisions of this Section shall not apply to (i) liens securing obligations to Lender,
(ii) the lien of current taxes and assessments not in default, (iii) any transfers of any Project, or part thereof, or interest therein, or any
shares of stock or partnership or limited liability company interests, as the case may be, by or on behalf of an owner thereof who is
deceased or declared judicially incompetent, to such owner’s heirs, legatees, devisees, executors, administrators, estate or personal
representatives, (iv) the Leases, or (v) Permitted Exceptions.

(b)    In determining whether or not to make the Loan, Lender evaluated the background and experience of Borrowers and their
members in owning and operating property such as the Projects, found it acceptable and relied and continues to rely upon same as the
means of maintaining the value of the Projects. Borrowers and their members are well experienced in borrowing money and owning
and operating property such as the Projects, were ably represented by a licensed attorney at law in the negotiation and documentation
of the Loan and bargained at arm’s length and without duress of any kind for all of the terms and conditions of the Loan, including this
provision. Borrowers recognize that Lender is entitled to keep its loan portfolio at current interest rates by either making new loans at
such rates or collecting assumption fees and/or increasing the interest rate on a loan, the security for which is purchased by a party
other than the original Borrowers. Borrowers further recognize that any further junior financing placed upon the Projects (a) may divert
funds which would otherwise be used to pay the Note; (b) could result in acceleration and foreclosure by any such junior
encumbrancer which would force Lender to take measures and incur expenses to protect its security; (c) would detract from the value
of the Projects should Lender come into possession thereof with the intention of selling same; and (d) would impair Lender’s right to
accept a deed in lieu of foreclosure, as a foreclosure by Lender would be necessary to clear the title to the Projects. In accordance with
the foregoing and for the purposes of (i) protecting Lender’s security, both of repayment and of value of the Projects; (ii) giving Lender
the full benefit of its bargain and contract with Borrowers; (iii) allowing Lender to raise the interest rate and collect assumption fees;
and (iv) keeping the Projects free of subordinate financing liens, Borrowers agree that if this Section is deemed a restraint on alienation,
that it is a reasonable one.
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7.13    Leasing, Operation and Management of Projects.

(a)    Each Project shall at all times be owned by the applicable Borrower and leased to the applicable Operator under the
applicable Lease (with the result that no Borrower shall operate a Facility). Each Borrower shall not agree or consent to or suffer or
permit any modification, amendment or termination of its Lease, and shall not suffer or permit any Event of Default on the part of such
Borrower to exist at any time under such Lease.

(b)    Each Facility shall at all times be operated as skilled nursing facility under the management of the applicable Operator.

7.14    Minimum Debt Service Coverage of Operators. It is a condition of this Agreement and the Loan that for each fiscal
quarter commencing with the fiscal quarter ending March 31, 2015, the ratio of --

(i)    the amount of the combined EBITDAR/Fully Adjusted for Operators for such fiscal quarter, to

(ii)    the total amount of principal and interest required to be paid on the Loan for such fiscal quarter,

shall be not less than 1.75 to 1.00.

7.15    Minimum Fixed Charge Coverage Ratio of Operators. It is a condition of this Agreement and the Loan that as of the
end of each fiscal quarter commencing with the fiscal quarter ending March 31, 2015, that the ratio of --

(i)    the amount of the combined EBITDAR/Cap Ex Adjusted for Operators for the 12-month period ending on the last
day of such fiscal quarter, to

(ii)    the sum of the combined amounts of the following for Operators for the 12‑month period ending on the last day of
such fiscal quarter: (A) Rental Expense, plus (B) Debt Service, plus (C) Distributions, other than any amounts which were
treated as an expense for accounting purposes, plus (D) federal and state income taxes,

shall be not less than 1.10 to 1.00. For the avoidance of doubt, (i) unlike Section 7.14 hereof, the Net Income for Operators used in
calculating EBITDAR of Operators for the purpose of this Section for any period shall be computed by taking into account each
Operator’s actual management fees for such period only and not taking into account any imputed management fees.

7.16    Minimum Fixed Charge Coverage Ratio of Borrowers. It is a condition of this Agreement and the Loan that as of the
end of each fiscal quarter commencing with the fiscal quarter ending March 31, 2015, that the ratio of --

(i)    the amount of the combined EBITDA for Borrowers for the 12-month period ending on the last day of such fiscal
quarter, to

(ii)    the sum of the combined amounts of the following for Borrowers for the 12‑month period ending on the last day of
such fiscal quarter: (A) Debt Service,
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plus (B) Distributions, other than any amounts which were treated as an expense for accounting purposes, plus (C) federal and
state income taxes,

shall be not less than 1.10 to 1.00. Notwithstanding the foregoing provisions of this Section, in the case of the fiscal quarters ending
March 31, 2015, June 30, 2015, September 30, 2015, and December 31, 2015, the calculation of such ratio shall be made for the
period commencing on February 1, 2015, and ending on the last day of such quarter, instead of for the full 12-month period ending on
the last day of such quarter.

7.17    AdCare Debt Service Coverage Ratio. It is a condition of this Agreement and the Loan that for each fiscal year
commencing with the fiscal year ended December 31, 2014, the ratio of --

(i)    the amount of EBITDAR for AdCare for such year, to

(ii)    the sum of the total amount of the following required to be paid by AdCare for such year: (A) Debt Service, plus
(B) Rental Expense,

shall be not less than 1.00 to 1.00.

7.18    AdCare Leverage Ratio. It is a condition of this Agreement and the Loan that for each fiscal year commencing with the
fiscal year ended December 31, 2014, the ratio of --

(i)    the total amount of long term senior secured indebtedness of AdCare, including the current portion thereof, each as
determined in accordance with GAAP, outstanding on the last day of such year, to

(ii)    the amount of EBITDA for AdCare for such year,

shall be not more than 11.00 to 1.00.

7.19    Minimum Combined Rental of Borrowers. It is a condition of this Agreement and the Loan that as of the end of each
fiscal quarter commencing with the fiscal quarter ending March 31, 2015, the combined rental income received by Borrowers from the
leasing of the Facilities for such fiscal quarter shall be not less than $235,000.

7.20    Concerning Operators.

(a)    It is a condition of this Agreement and the Loan that each Operator shall not at any time own any asset or property other
than the assets of its Facility and property related thereto, and shall not at any time engage in any business other than the operation of
its Facility.

(b)    It is a condition of this Agreement and the Loan that each Operator shall not at any time have outstanding any
indebtedness or obligations, secured or unsecured, direct or indirect, absolute or contingent, including any guaranty, other than the
following: (i) obligations to Lender; (ii) obligations under interest rate protection agreements to which Lender is a party; (iii)
obligations, other than borrowings, incurred in the ordinary course of the ownership and operation of its Facility; and (iv) obligations
under its Lease.
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(c)    It is a condition of this Agreement and the Loan that with the exception of security interests granted to secure any future
financing which Lender may provide to either Operator, all of each Operator’s property and assets shall at all times be free and clear of
all liens, encumbrances and security interests.

7.21    Security Interest Matters. This Agreement is intended to be a security agreement under the Code for the purpose of
creating the security interests provided for herein. Borrowers shall execute and deliver such additional security agreements and other
documents as Lender shall from time to time request in order to create and perfect such security interests. Borrowers shall keep all
collateral in which security interests are created under this Agreement free and clear of all other liens, security interests and
encumbrances.

7.22    Further Assurance. Borrowers, on reasonable request of Lender, from time to time, shall execute and deliver such
documents as may be necessary to perfect and maintain perfected as valid liens upon the Projects and the personal property owned by
Borrowers located thereon the liens granted to Lender pursuant to this Agreement or any of the other Loan Documents, and to fully
consummate the transactions contemplated by this Agreement.

ARTICLE 8

CASUALTIES AND CONDEMNATION

8.1    Application of Insurance Proceeds and Condemnation Awards . The proceeds of any insurance policies collected or
claims as a result of any loss or damage to any portion of any Project resulting from fire, vandalism, malicious mischief or any other
casualty or physical harm and any awards, judgments or claims resulting from the exercise of the power of condemnation or eminent
domain shall be applied to reduce the outstanding balance of the Loan or to rebuild and restore such Project, as provided in the
applicable Mortgage. Borrowers shall not settle and adjust any claims under policies of insurance except as provided in the Mortgage.

ARTICLE 9

ASSIGNMENTS, SALE AND ENCUMBRANCES

9.1    Lender’s Right to Assign . Lender may assign, negotiate, pledge or otherwise hypothecate this Agreement or any of its
rights and security hereunder, including the Note, the Mortgages and the other Loan Documents, to any bank, participant, financial
institution or other person or entity, and in case of such assignment, negotiation, pledge or other hypothecation, Borrowers shall accord
full recognition thereto and agree that all rights and remedies of Lender in connection with the interest so assigned, negotiated, pledged
or otherwise hypothecated shall be enforceable against Borrowers by such bank, participant, financial institution or other person or
entity, with the same force and effect and to the same extent as the same would have been enforceable by Lender but for such
assignment, negotiation, pledge or other hypothecation.

9.2    Prohibition of Assignments and Encumbrances by Borrowers. Except as expressly permitted by this Agreement,
Borrowers shall not create, effect, consent to, attempt, contract for, agree to make, suffer or permit any Prohibited Transfer.
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ARTICLE 10

EVENTS OF DEFAULT BY BORROWER

10.1    Event of Default Defined. The occurrence of any one or more of the following shall constitute an Event of Default
under this Agreement, and any Event of Default which may occur hereunder shall constitute an Event of Default under each of the
other Loan Documents:

(a)    Borrowers fail to pay (i) any installment of principal or interest payable pursuant to the Note on the date when due,
or (ii) any other amount payable to Lender under the Note, this Agreement or any of the other Loan Documents when any such
payment is due in accordance with the terms hereof or thereof;

(b)    If there is any failure to perform, observe or satisfy any obligation, covenant, agreement, term, condition or
provision contained in any of the following provisions of this Agreement: Section 7.9(a), 7.10, 7.11, 7.12, 7.13, 7.14, 7.15,
7.16, 7.17, 7.18, 7.19, 7.20 or 7.21;

(c)    If there is any failure to perform, observe or satisfy any obligation, covenant, agreement, term, condition or
provision contained in this Agreement and not otherwise described in this Section; provided, however, that --

(i)    If such failure can be cured solely by the payment of money, such failure shall not constitute an Event of
Default unless it shall continue for a period of five days after written notice to Borrowers;

(ii)    If such failure cannot be cured solely by the payment of money and does not pose an emergency or
dangerous condition or a material threat to the security for the Loan, such failure shall not constitute an Event of Default
unless it shall continue for a period of 30 days after written notice to Borrowers; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured within such 30-day
period, and if such failure is susceptible of cure, it shall not constitute an Event of Default if corrective action is
instituted by Borrowers within such 30-day period and is diligently pursued and such failure is cured within 90 days
after the occurrence of such failure;

(d)    The existence of any inaccuracy or untruth in any material respect in any representation or warranty contained in
this Agreement or any of the other Loan Documents or of any statement or certification as to facts delivered to Lender by
Borrowers or Guarantor; provided, however, that --

(i)    If such inaccuracy or untruth can be cured solely by the payment of money, such failure shall not constitute
an Event of Default unless it shall continue for a period of 10 days after any Borrower becomes aware of inaccuracy or
untruth, whether by notice from Lender or otherwise;
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(ii)    If such inaccuracy or untruth cannot be cured solely by the payment of money and does not pose an
emergency or dangerous condition or a material threat to the security for the Loan, such failure shall not constitute an
Event of Default unless it shall continue for a period of 30 days after any Borrower becomes aware of inaccuracy or
untruth, whether by notice from Lender or otherwise; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured within such 30-day
period, and if such failure is susceptible of cure, it shall not constitute an Event of Default if corrective action is
instituted by Borrowers within such 30-day period and is diligently pursued and such failure is cured within 120 days
after any Borrower becomes aware of such inaccuracy or untruth, whether by notice from Lender or otherwise;

(e)    The occurrence of a Prohibited Transfer;

(f)    The existence of any collusion, fraud, dishonesty or bad faith by or with the acquiescence of any Borrower or
Guarantor which in any way relates to or affects the Loan, any Project or any Facility;

(g)    The occurrence of a material adverse change in the financial condition of any Borrower, any Operator or
Guarantor;

(h)    Any Borrower or Guarantor (i) files a voluntary petition in bankruptcy or is adjudicated a bankrupt or insolvent or
files any petition or answer seeking any reorganization, arrangement, composition, readjustment, liquidation, dissolution or
similar relief under the present or any future federal, state, or other statute or law, or (ii) seeks or consents to or acquiesces in the
appointment of any trustee, receiver or similar officer of any Borrower or Guarantor or of all or any substantial part of the
property of any Borrower or Guarantor or any portion of any Project or any Facility; or all or a substantial part of the assets of
any Borrower or Guarantor are attached, seized, subjected to a writ or distress warrant or are levied upon unless the same is
released or vacated within 30 days;

(i)    The commencement of any involuntary petition in bankruptcy against any Borrower or Guarantor or the institution
against any Borrower or Guarantor of any reorganization, arrangement, composition, readjustment, dissolution, liquidation or
similar proceedings under any present or future federal, state or other statute or law, or the appointment of a receiver, trustee or
similar officer for all or any substantial part of the property of any Borrower or Guarantor, which shall remain undismissed or
undischarged for a period of 30 days;

(j)    The entry against any Borrower or Guarantor of any final judgment for the payment of money in an amount in
excess of $100,000 and such judgment shall not have been, within 30 days from the entry thereof, vacated, satisfied or
appealed from and stayed pending appeal;
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(k)    The dissolution, termination or merger of any Borrower or Guarantor which is an entity, or the occurrence of the
death or declaration of legal incompetency of any guarantor who is a natural person;

(l)    The validity or enforceability of this Agreement or any of the other Loan Documents shall be contested by any
Borrower, Guarantor or any other party thereto (other than Lender), or any Borrower, Guarantor or any other party thereto
(other than Lender) shall deny that it has any or further liability or obligation hereunder or thereunder;

(m)    The occurrence of an Event of Default under the Note or any of the other Loan Documents, including, without
limitation, any Bank Product Agreement to which Lender or any of its Affiliates is a party, including, without limitation, any
Hedging Agreement to which Lender is a party, or any Event of Default or other similar condition or event (however
described) shall occur and be continuing with respect to any Bank Product Obligation, including, without limitation, any
Hedging Transaction, to which Lender or any of its Affiliates is a party; or

(n)    The occurrence of any Event of Default under any document or agreement evidencing or securing any other
obligation or indebtedness of any Borrower or Guarantor to Lender.

ARTICLE 11

LENDER’S REMEDIES UPON EVENT OF DEFAULT

11.1    Remedies Conferred upon Lender. During the continuance of any Event of Default under this Agreement, Lender, in
addition to all remedies conferred upon Lender by law and by the terms of the Note, the Mortgages and the other Loan Documents,
may pursue any one or more of the following remedies concurrently or successively, it being the intent hereof that none of such
remedies shall be to the exclusion of any others:

(a)    Take possession of any one or more of the Projects and do anything required, necessary or advisable in Lender’s
sole judgment to fulfill the obligations of Borrowers hereunder, including the right to employ watchmen to protect any Project
from injury. Without restricting the generality of the foregoing and for the purposes aforesaid, each Borrower hereby appoints
and constitutes Lender its lawful attorney-in-fact with full power of substitution in the premises to perform the following
actions:

(i)    without inquiring into and without respect to the validity thereof, to pay, settle or compromise all existing
bills and claims which may be liens, or to avoid such bills and claims becoming liens, against its Project or any portion
thereof or as may be necessary or desirable for the completion of any construction and equipping of such Project or for
the clearance of title to such Project;

(ii)    to prosecute and defend actions or proceedings in connection with any Project; and
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(iii)    to do any and every act which such Borrower might do in its own behalf with respect to its Project, it
being understood and agreed that this power of attorney shall be a power coupled with an interest and cannot be
revoked;

(b)    Withhold further disbursement of Loan Proceeds and terminate any of its obligations to Borrowers;

(c)    Declare the Note to be due and payable forthwith, without presentment, demand, protest or other notice of any
kind, all of which Borrowers hereby expressly waive;

(d)    In addition to any rights of setoff that Lender may have under applicable law, without notice of any kind to
Borrowers, appropriate and apply to the payment of the Note or of any sums due under this Agreement any and all balances,
deposits, credits, accounts, certificates of deposit, instruments or money of Borrowers then or thereafter in the possession of
Lender; and

(e)    Exercise or pursue any other remedy or cause of action permitted at law or in equity or under this Agreement or
any other Loan Document, including, but not limited to, foreclosure of the Mortgages and enforcement of all Loan Documents.

11.2    Right of Lender to Make Advances to Cure Event of Defaults; Obligatory Advances . If Borrowers shall fail to
perform any of their covenants or agreements herein or in any of the other Loan Documents contained, Lender may (but shall not be
required to) perform any of such covenants and agreements, and any amounts expended by Lender in so doing, and any amounts
expended by Lender pursuant to Section 11.1 hereof and any amounts advanced by Lender pursuant to this Agreement shall be
deemed advanced by Lender under an obligation to do so regardless of the identity of the person or persons to whom said funds are
disbursed. Loan Proceeds advanced by Lender to complete any work at the Projects or to protect its security for the Loan are
obligatory advances hereunder and shall constitute additional indebtedness payable on demand and evidenced and secured by the Loan
Documents.

11.3    Attorneys’ Fees. Borrowers shall pay Lender’s reasonable attorneys’ fees and costs in connection with the negotiation,
preparation and administration of this Agreement and shall pay Lender’s reasonable attorneys’ fees and costs in connection with the
administration and enforcement of this Agreement and the other Loan Documents. Without limiting the generality of the foregoing, if
at any time or times hereafter Lender employs counsel for advice or other representation with respect to any matter concerning any
Borrower, this Agreement, any Project or the Loan Documents or if Lender employs one or more counsel to protect, collect, lease, sell,
take possession of, or liquidate any portion of any Project, or to attempt to enforce or protect any security interest or lien or other right
in any portion of any Project or under any of the Loan Documents, or to enforce any rights of Lender or obligations of Borrowers or
any other person, firm or corporation which may be obligated to Lender by virtue of this Agreement or under any of the Loan
Documents or any other agreement, instrument or document, heretofore or hereafter delivered to Lender in furtherance hereof, then in
any such event, all of the attorneys’ fees arising from such services and actually incurred, and any expenses, costs and charges relating
thereto and actually incurred, shall
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constitute an additional indebtedness owing by Borrowers to Lender payable on demand and evidenced and secured by the Loan
Documents.

11.4    No Waiver. No failure by Lender to exercise, or delay by Lender in exercising, any right, power or privilege hereunder
shall operate as a waiver thereof, nor shall any single or partial exercise of any right, power or privilege hereunder preclude any other
or further exercise thereof, or the exercise of any other right, power or privilege. The rights and remedies provided in this Agreement
and in the Loan Documents are cumulative and not exclusive of each other or of any right or remedy provided at law or in equity. No
notice to or demand on Borrowers in any case, in itself, shall entitle Borrowers to any other or further notice or demand in similar or
other circumstances or constitute a waiver of the rights of Lender to any other or further action in any circumstances without notice or
demand.

11.5    Default Rate. During the continuance of any Event of Default under this Agreement or any of the other Loan
Documents, interest on funds outstanding hereunder shall accrue at the Default Rate and be payable on demand. The failure of Lender
to charge interest at the Default Rate shall not be evidence of the absence of an Event of Default or waiver of an Event of Default by
Lender.

ARTICLE 12

MISCELLANEOUS

12.1    Time is of the Essence. Borrowers agree that time is of the essence in all of their covenants under this Agreement.

12.2    Joint and Several Obligations; Full Collateralization.

(a)    Each Borrower shall be jointly and severally liable for all of the obligations of all of the Borrowers under this Agreement
and the other Loan Documents, regardless of the amount of the Loan Proceeds that is actually disbursed to or for the benefit of each
Borrower, or the manner in which Borrowers or Lender account for the Loan in their respective books and records. All of the collateral
provided by each Borrower shall secure all of the obligations of all of the Borrowers under this Agreement and the other Loan
Documents, regardless of the amount of the Loan Proceeds that is actually disbursed to or for the benefit of each Borrower.

(b)    Each Borrower acknowledges that Lender has advised Borrowers that Lender is unwilling to provide the Loan to
Borrowers unless each Borrower agrees to the jointly and several liability and full collateralization described in paragraph (a) above.
Each Borrower has determined that it is in its best interest to undertake such joint and several liability and full collateralization, because
of, among other things (i) the benefit to each Borrower of being able to obtain the Loan and the desirability of the terms and conditions
of the Loan, (ii) the benefit and economies to be realized by Borrowers in obtaining the Loan as a single loan facility as compared to
each Borrower’s obtaining an individual loan facility for its Project, and (iii) the fact that each Borrower is an Affiliate of all of the
other Borrowers.

(c)    The obligations of each of Borrowers under this Agreement and the other Loan Documents, including, without limitation,
the joint and several liability and full collateralization as described in paragraph (a) above, shall be continuing and shall be binding
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upon each of them, and shall remain in full force and effect, and shall not be discharged, impaired or affected by (i) the power or
authority of any other Borrower to execute, acknowledge or deliver this Agreement or any of the other Loan Documents; (ii) the
existence or continuance of any obligation on the part of any other Borrower under this Agreement or any of the other Loan
Documents; (iii) the validity or invalidity of the obligations of any other Borrower under this Agreement or any of the other Loan
Documents; (iv) any defense, setoff or counterclaim whatsoever that any other Borrower may or might have to the performance or
observance of the obligations under this Agreement or any of the other Loan Documents or to the performance or observance of any of
the terms, provisions, covenants and agreements contained in this Agreement or any of the other Loan Documents, including, without
limitation, any defense based on any alleged failure of Lender to comply with the implied covenant of good faith and fair dealing, or
any limitation or exculpation of liability on the part of any other Borrower; (v) the existence or continuance of any other Borrower as a
legal entity; (vi) the transfer by any other Borrower of all or any part of the property encumbered by the Loan Documents; (vii) any
sale, pledge, assignment, surrender, indulgence, alteration, substitution, exchange, extension, renewal, release, compromise, change in,
modification or other disposition of any of the obligations of any other Borrower or of any of the Loan Documents, all of which
Lender is hereby expressly authorized to make from time to time without notice to Borrowers or any of them, or to anyone; (viii) the
acceptance by Lender of the primary or secondary obligation of any party with respect to, or any security for, all or any part of the
obligations under this Agreement or any of the other Loan Documents; or (ix) any failure, neglect or omission on the part of Lender to
realize or protect any of the obligations under this Agreement or any of the other Loan Documents or any collateral or appropriation of
any moneys, credits or property of Borrowers toward the liquidation of the obligations under this Agreement or any of the other Loan
Documents or by any application of any moneys received by Lender under the Loan Documents. The obligations of Borrowers and
each of them under this Agreement and under the other Loan Documents, including, without limitation, the joint and several liability
and full collateralization as described in paragraph (a) above, shall not be affected, discharged, impaired or varied by any act, omission
or circumstance whatsoever, whether or not specifically enumerated above, except the due and punctual payment, performance and
observance of all of the obligations of Borrowers under this Agreement and the other Loan Documents, and then, in each case, only to
the extent thereof.

(d)    Lender shall have the right to enforce this Agreement and the other Loan Documents against any Borrower with or
without enforcing or attempting to enforce the same against any other Borrower or any security for the obligation of any of them, and
whether or not other proceedings or steps are pending or have been taken or have been concluded to enforce or otherwise realize upon
any security for the Loan or any guaranty of the Loan. The payment of any amount or amounts by any Borrower, pursuant to its
obligation under this Agreement or any of the other Loan Documents, including, without limitation, pursuant to the joint and several
liability provided for herein, shall not in any way entitle such Borrower, either at law, or in equity or otherwise, to any right, title or
interest in and to this Agreement, the Note, or any of the other Loan Documents, or any principal or interest payments theretofore, then
or thereafter at any time made by anyone on behalf of any of Borrowers, or in and to any security therefor, or to any right of recovery
against any Borrower, in each case whether by way of indemnity, reimbursement, contribution, subrogation or otherwise, and
Borrowers hereby waive and relinquish any and all such right, title and interest in and to the Note, such other obligations, such
principal and interest payments, and such security and any
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and all such rights of recovery against Borrowers In addition, each Borrower hereby subordinates all obligations of every sort
whatsoever now or hereafter coming due to such Borrower from the other Borrowers, to the Loan and the Note and to all other
amounts coming due to Lender under the Loan Documents.

12.3    Lender’s Determination of Facts; Lender Approvals and Consents.

(a)    Lender at all times shall be free to establish independently to its satisfaction and in its sole and absolute discretion the
existence or nonexistence of any fact or facts, the existence or nonexistence of which is a condition of this Agreement.

(b)    Wherever in this Agreement or any of the other Loan Documents provision is made for the approval or consent of Lender
or counsel to Lender, or that any matter is to be to the satisfaction of or as required by Lender or counsel to Lender, or that any matter
is to be as estimated or determined by Lender, or the like, unless specifically stated to the contrary, such approval, consent, satisfaction,
requirement, estimate or determination or the like shall be in the sole and absolute discretion of Lender or counsel to Lender, as the
case may be.

(c)    Notwithstanding any other provision of this Agreement or the other Loan Documents, wherever in this Agreement or any
of the other Loan Documents provision is made for the approval or consent of Lender with respect to a matter, if Lender elects to grant
such approval or consent, it shall not be unreasonable for Lender to make such approval or consent subject to the condition that such
matter must also be approved or consented to in writing by Guarantor, any other guarantors of the Loan, and any parties other than
Borrowers that have provided collateral for the Loan.

12.4    Prior Agreements; No Reliance; Modifications. This Agreement and the other Loan Documents, and any other
documents or instruments executed pursuant thereto or contemplated thereby, shall represent the entire, integrated agreement between
the parties hereto with respect to the subject matter of this Agreement, and shall supersede all prior negotiations, representations or
agreements pertaining thereto, either oral or written. Borrowers acknowledge that they are executing this Agreement without relying on
any statements, representations or warranties, either oral or written, that are not expressly set forth herein. This Agreement and any
provision hereof shall not be modified, amended, waived or discharged in any manner other than by a written amendment executed by
all parties to this Agreement.

12.5    Disclaimer by Lender. Borrowers are not or shall not be an agent of Lender for any purposes, and Lender is not a
venture partner with Borrowers in any manner whatsoever. Approvals granted by Lender for any matters covered under this
Agreement shall be narrowly construed to cover only the parties and facts identified in any written approval or, if not in writing, such
approvals shall be solely for the benefit of Borrowers.

12.6    Loan Expenses; Indemnification. Borrowers shall pay all Loan Expenses promptly upon demand therefor by Lender.
To the fullest extent permitted by law, Borrowers hereby agree to protect, indemnify, defend and save harmless, Lender and its
directors, officers, agents and employees from and against any and all liability, expense or damage of any kind or nature and from any
suits, claims or demands, including legal fees and expenses on account of any matter or thing or action or failure to act by Lender,
whether or not arising

- 36 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



from a claim by a third party, and whether or not in litigation, arising out of this Agreement or in connection herewith, unless such suit,
claim or damage is caused solely by any act, omission or willful malfeasance of Lender, its directors, officers, agents and authorized
employees. This indemnity is not intended to excuse Lender from performing hereunder. This obligation on the part of Borrowers shall
survive the closing of the Loan, the repayment thereof and any cancellation of this Agreement. Borrowers shall pay, and hold Lender
harmless from, any and all claims of any brokers, finders or agents claiming a right to any fees in connection with arranging the
financing contemplated hereby. Lender hereby represents and warrants that it has not employed a broker or other finder in connection
with the Loan. Borrowers hereby represent and warrant that no brokerage commissions or finder’s fees are to be paid in connection
with the Loan.

12.7    Captions. The captions and headings of various Articles and Sections of this Agreement and exhibits pertaining hereto
are for convenience only and are not to be considered as defining or limiting in any way the scope or intent of the provisions hereof.

12.8    Inconsistent Terms and Partial Invalidity. In the event of any inconsistency among the terms hereof (including
incorporated terms), or between such terms and the terms of any other Loan Document, Lender may elect which terms shall govern
and prevail. If any provision of this Agreement, or any section, paragraph, sentence, clause, phrase or word, or the application thereof,
in any circumstances, is adjudicated by a court of competent jurisdiction to be invalid, the validity of the remainder of this Agreement
shall be construed as if such invalid part were never included herein.

12.9    Gender and Number. Any word herein which is expressed in the masculine or neuter gender shall be deemed to
include the masculine, feminine and neuter genders. Any word herein which is expressed in the singular or plural number shall be
deemed, whenever appropriate in the context, to include the singular and the plural.

12.10    Notices. All notices and other communications provided for in this Agreement (“Notices”) shall be in writing. The
“Notice Addresses” of the parties for purposes of this Agreement are as follows:
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Borrowers:

Name of Borrower
Two Buckhead Plaza
3050 Peachtree Road NW
Suite 355
Atlanta, Georgia 30305
Attention: William McBride III

With a copy to:

Holt Ney Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention: Gregory P. Youra

Lender:

The PrivateBank and Trust Company
120 South LaSalle Street
Chicago, Illinois 60603
Attention: Amy K. Hallberg

With a copy to:

Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
Attention: Elizabeth Pfeiler Marriott

or such other address as a party may designate by notice duly given in accordance with this Section to the other parties. A Notice to a
party shall be effective when delivered to such party’s Notice Address by any means, including, without limitation, personal delivery
by the party giving the Notice, delivery by United States regular, certified or registered mail, or delivery by a commercial courier or
delivery service. If the Notice Address of a party includes a facsimile number or electronic mail address, Notice given by facsimile or
electronic mail shall be effective when delivered at such facsimile number or email address. If delivery of a Notice is refused, it shall be
deemed to have been delivered at the time of such refusal of delivery. The party giving a Notice shall have the burden of establishing
the fact and date of delivery or refusal of delivery of a Notice.

12.11    Effect of Agreement. The submission of this Agreement and the Loan Documents to Borrowers for examination does
not constitute a commitment or an offer by Lender to make a commitment to lend money to Borrowers; this Agreement shall become
effective only upon execution and delivery hereof by Lender to Borrowers.

12.12    Construction. Each party to this Agreement and legal counsel to each party have participated in the drafting of this
Agreement, and accordingly the general rule of construction to the effect that any ambiguities in a contract are to be resolved against
the party drafting the contract shall not be employed in the construction and interpretation of this Agreement.

12.13    Governing Law. This Agreement has been negotiated, executed and delivered at Chicago, Illinois, and shall be
construed and enforced in accordance with the laws of the State of Illinois.

12.14    Litigation Provisions.

(a)    EACH BORROWER CONSENTS AND SUBMITS TO THE JURISDICTION OF ANY STATE OR
FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL COURT LOCATED
OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PROJECT IS LOCATED, IN
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WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS AGREEMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

(b)    EACH BORROWER AGREES THAT ANY LEGAL PROCEEDING RELATING TO THIS AGREEMENT,
THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST SUCH BORROWER IN
ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY STATE OR FEDERAL COURT
LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PROJECT IS LOCATED. EACH
BORROWER WAIVES ANY OBJECTION TO VENUE IN ANY SUCH COURT AND WAIVES ANY RIGHT IT MAY
HAVE TO TRANSFER OR CHANGE THE VENUE FROM ANY SUCH COURT.

(c)    EACH BORROWER AGREES THAT IT WILL NOT COMMENCE ANY LEGAL PROCEEDING
AGAINST LENDER RELATING IN ANY MANNER TO THIS AGREEMENT, THE LOAN OR ANY OF THE OTHER
LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL COURT LOCATED IN CHICAGO,
ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY LENDER AGAINST BORROWER IN A COURT
IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM IN SUCH LEGAL PROCEEDING.

(d)    EACH BORROWER HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL PROCEEDING RELATING
TO THIS AGREEMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

12.15    Counterparts; Facsimile Signatures. This Agreement may be executed in any number of counterparts and by the
different parties hereto on separate counterparts and each such counterpart shall be deemed to be an original, but all such counterparts
shall together constitute but one and the same Agreement. Receipt of an executed signature page to this Agreement by facsimile or
other electronic transmission shall constitute effective delivery thereof. Electronic records of executed Loan Documents maintained by
Lender shall deemed to be originals thereof.

12.16    Customer Identification-USA Patriot Act Notice; OFAC and Bank Secrecy Act . Lender hereby notifies
Borrowers that pursuant to the requirements of the USA Patriot Act (Title III of Pub. L. 107-56, signed into law October 26, 2001)
(the “Act”), and Lender’s policies and practices, Lender is required to obtain, verify and record certain information and documentation
that identifies Borrowers, which information includes the name and address of Borrowers and such other information that will allow
Lender to identify Borrowers in accordance with the Act. In addition, Borrowers shall (i) ensure that no person who owns a controlling
interest in or otherwise controls any Borrower or any subsidiary of any Borrower is or shall be listed on the Specially Designated
Nationals and Blocked Person List or other similar lists maintained by the Office of Foreign Assets Control (“OFAC”), the
Department of the Treasury, or included in any Executive Orders, (ii) not use or permit the use of Loan Proceeds to violate any of the
foreign asset control regulations of OFAC or any enabling statute or Executive Order relating thereto, and (iii) comply, and cause any
of its subsidiaries to comply, with all applicable Bank Secrecy Act laws and regulations, as amended.
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[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]
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IN WITNESS WHEREOF, Borrowers and Lender have caused this Agreement to be executed the day and year first above
written.

Georgetown HC&R Property Holdings, LLC
Sumter Valley Property Holdings, LLC

By     /s/ William McBride III            
    William McBride III, Manager of Each Borrower

THE PRIVATEBANK AND TRUST COMPANY

By     /s/ Amy K. Hallberg                
Amy K. Hallberg, Managing Director

- AdCare South Carolina Owner Loan Agreement -
- Signature Page -
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EXHIBIT A

THE LAND

PROJECT 1 - GEORGETOWN (OWNED BY BORROWER 1)

Record - Parcel 1
All that certain piece, parcel or lot of land situate, lying and being in the County of Georgetown, State of South Carolina, consisting of
Parcels B and C as shown on a map of Winyah Nursing Home, Inc. made by Samuel M. Harper on January 31, 1967 and recorded in
the R.O.D. Office for Georgetown County in Plat Book AA at Page 6.

Record - Parcel 2
Easement rights pursuant to Easement Agreement by and between Marsha M. Harper, Floride M. Phillips (formerly known as Floride
M. Killen) and E. Stone Miller, Jr. and Georgetown CH&R Property Holdings, LLC, dated December 31, 2012 and recorded January
10, 2013 in Book 2062 at Page 122.

As Surveyed - Parcel 1
All that certain piece, parcel or lot of land situate, lying and being in the County of Georgetown, State of South Carolina, containing
2.035 Acres or 88,629 square feet and being more particularly described as follows:

Beginning at the intersection of the eastern right of way of South Island Road and the southern right of way of Cooper Street; thence
along the right of way of Cooper Street S 78°30’00”E 510.00’ to a point, thence S 11°30’00”W 128.00’ to a point, thence N
78°30’00”W 130.00’ to a point, thence S 11°30’00”W 25.00’ to a point, thence N 78°30’00”W 37.00’ to a point, thence S
11°30’00”W 25.00’ to a point, thence N 78°30’00”W 37.00’ to a point, thence S 11°30’00”W 17.01’ to a point, thence N
79°26’00”W 299.12’ to a point on the right of way of South Island Road, thence N 09°31’01”E 200.00’ to the Point of Beginning.

As Surveyed Easement Area - Parcel 2
Easement rights pursuant to Easement Agreement by and between Marsha M. Harper, Floride M. Phillips (formerly known as Floride
M. Killen) and E. Stone Miller, Jr. and Georgetown CH&R Property Holdings, LLC, dated December 31, 2012 and recorded January
10, 2013 in Book 2062 at Page 122, containing 1.032 Acres or 44,954 square feet and being more particularly described as follows:

Beginning at the intersection of the eastern right of way of South Island Road and the northern right of way of Williams Street; thence
along the right of way of Williams Street S 85°20’05”E 520.94’ to a point, thence N 11°30’00”E 224.38’ to a point, thence N
78°30’00”W 17.46’ to a point, thence S 11°30’00”W 128.00’ to a point, thence N 78°30’00”W 130.00’ to a point, thence S
11°30’00”W 25.00’ to a point, thence N 78°30’00”W 37.00’ to a point, thence S 11°30’00”W 25.00’ to a point, thence N
78°30’00”W 37.00’ to a point, thence S 11°30’00”W 17.01’ to a point, thence N 79°26’00”W 299.12’ to a point on the right of way
of South Island Road, thence S 09°18’56”W 86.55’ to the Point of Beginning.
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Being the same property conveyed to Georgetown HC&R Property Holdings, LLC by deed of Winyah Nursing Home, LLC, dated
December 29, 2012 and recorded on January10, 2013 in Book 2062, page 117 in the Office of the Register of Deeds for Georgetown
County.

Tax Map Sheet No: 05-0049-005-00-00
                        

PROJECT 2 - SUMTER (OWNED BY BORROWER 2)

Record
All that piece, parcel, or part of land, with any improvements thereon, located in Privateer Township, Sumter County, South Carolina
and being more particularly described as follows:

From a point at the intersection of the Eastern right of way line of Kolb Road Extended and the Southeastern right of way line of the
Pinewood Road Extended, commence N53°59’35”E, a distance of 50.01 feet to an iron pipe, a point of beginning; thence
N53°59’35”E, a distance of 555.93 feet; thence S83°14’42”E, a distance of 34.09 feet; thence S36°04’30”E, a distance of 478.76 feet;
thence S 53°55’30”W, distance of 140.00 feet; thence N81°31’18”W, a distance of 85.45 feet; thence S53°59’28”W, a distance of
778.94 feet; thence N02°13’24”E, a distance of 512.95 feet; thence N28°06’52”E, a distance of 89.97 feet to an iron pipe, the point of
beginning. Said parcel contains 8.381 acres, more or less.

LESS AND EXCEPTING: All that certain piece, parcel or lot of land located in Privateer Township, Sumter County, South Carolina
being conveyed to South Carolina Department of Transportation by Sumter Valley Property Holdings, LLC, by deed dated November
19, 2013 and recorded on January 22, 2014 in Book 1198, page 1459, in the Office of the Register of Deeds for Sumter County.

As Surveyed
All that piece, parcel, or part of land, with any improvements thereon, located in Privateer Township, Sumter County, South Carolina,
containing 8.163 acres or 355,591 sq.ft., and being more particularly described as follows:

Commence at the intersection of the Eastern right of way line of Kolb Road Extended and the Southeastern right of way line of the
Pinewood Road Extended, thence N53°59’35”E 259.30’ to the point of beginning; thence N53°59’35”E 346.64’ feet to a point;
thence S83°14’42”E 34.09’ to a point; thence S36°04’30”E 478.76 feet to a point; thence S 53°55’30”W 140.00’ to a point; thence
N81°31’18”W 85.45’ to a point; thence S53°59’28”W 778.94’ to a point; thence N02°13’24”E 352.91’ to a point; thence
N15°18’08”E 110.48’ to a point; thence N 26°03’02”E 160.99’ to a point; thence N 46°43’43”E 162.12’ to a point being the point of
beginning.

Being the same property conveyed to Sumter Valley Property Holdings, LLC by deed of 1761 Pinewood Holdings, LLC dated
December 31, 2012 and recorded January7, 2013 in Book 1181, page 2020; less and excepting property conveyed to SC DOT on
January 22, 014 in Book 1198, page 1459.

Tax Map Sheet Numbers: 20816-06-001 and 20816-06-002
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EXHIBIT B

PERMITTED EXCEPTIONS

1. Documents in favor of Lender.

2. The Leases.

3. Liens for real estate taxes and special assessments that are not delinquent.

4. Mechanic’s and materialmen’s liens and rights to such liens, provided same are fully insured over by the Title Insurance Policy
or are being contested in accordance with the provisions of the Loan Documents.

5. A.
As to Project 1 of the Land, the additional matters referred to in Special Exceptions 2, 3a., 3b., 3c., 3d. and 3h. in Schedule B of
Chicago Title Insurance Company File No. 994.825/12866.1305 (Pro Forma Loan Policy).

 B.
As to Project 2 of the Land, the additional matters referred to in Special Exceptions 2 through 10, inclusive, and 11a., 11b., 11c. and
11d. in Schedule B of Chicago Title Insurance Company File No. 994.825/12866.1306 (Pro Forma Loan Policy).
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EXHIBIT C

DIRECT AND INDIRECT OWNERSHIP OF BORROWERS AND OPERATORS

Borrowers:

Each Borrower is owned 100% by AdCare Property Holdings, LLC, an Ohio limited liability company.
AdCare Property Holdings, LLC, is owned 100% by AdCare Health Systems, Inc., a Georgia corporation.

Operators:

Each Operator is owned 100% by AdCare Operations, LLC, a Georgia limited liability company.
AdCare Operations, LLC, is owned 100% by AdCare Health Systems, Inc., a Georgia corporation.
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EXHIBIT D

INSURANCE REQUIREMENTS

A. Each Borrower shall maintain the following insurance:

(i)    Insurance against loss or damage to its Project by fire and other risks, written on an “all risk” special perils, 100%
full replacement cost basis, without deduction for foundations and footings, and without co-insurance, and with not more than
$10,000 deductible from the loss payable for any casualty.

(ii)    Commercial general liability insurance, including coverage for elevators and escalators, if any, on its Project and
completed operations coverage for two years after any construction or repair at its Project has been completed, on an
occurrence basis, against claims for personal injury, including without limitation bodily injury, death or property damage
occurring on, in or about its Project and the adjoining streets, sidewalks and passageways, such insurance to afford immediate
minimum protection to a limit of not less than $1,000,000 for one person and $3,000,000 per occurrence for personal injury or
death and $500,000 per occurrence for damage to property.

(iii)    Workers compensation insurance covering such Borrower, in accordance with the requirements of Arkansas law.

(iv)    During the course of any construction or repair at its Project, all risk builders risk course of construction insurance
against all risks of physical loss, on a completed value basis, including collapse and transit coverage, with a deductible not to
exceed $10,000, in nonreporting form, covering the total value of work performed and equipment, supplies and materials
furnished, and containing the “permission to occupy” endorsement, and insuring all general contractors and subcontractors of
any tier.

(v)    Boiler and machinery insurance covering any pressure vessels, air tanks, boilers, machinery, pressure piping,
heating, air conditioning and elevator equipment and escalator equipment located on its Project, and insurance against loss of
occupancy or use arising from any breakdown therein, all in such amounts as are satisfactory to Lender.

(vi)    Business interruption, use and occupancy or rent loss insurance on its Project covering loss of the use of its Project
caused by the perils covered by the policies described in (i), (iv) and (v) above, for a period of 12 months or such longer period
as Lender shall require, in an amount not less than 100% of the projected annual revenue from its Project as determined by
Lender, and written on a gross rental income, gross profits or extended period of indemnity form.

(vii)    If all or any portion of its Project is located in an area that has been identified by the Director of the Federal
Emergency Management Agency as a special flood hazard area, flood insurance in an amount at least equal to the principal
amount of the Loan or to the maximum amount of coverage allowed for the particular type of property under the National
Flood Insurance Program, whichever is less.
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(viii)    Commercial general liability insurance covering any contractors performing work at its Project, on an occurrence
basis, against claims for personal injury, including without limitation bodily injury, death or property damage occurring on, in
or about its Project and the adjoining streets, sidewalks and passageways, such insurance to afford immediate minimum
protection to a limit of not less than $1,000,000 for one person and $3,000,000 per occurrence for personal injury or death and
$500,000 per occurrence for damage to property.

(ix)    Workers compensation insurance covering any contractors performing work at its Project, in accordance with the
requirements of Arkansas law.

(x)    Errors and omissions insurance covering any architects and engineers performing professional services with respect
to its Project, in the amount of $1,000,000 or such greater amount as Lender may require.

(xi)    Such other insurance, and in such amounts, as may from time to time be required by Lender against the same or
other hazards.

B. All such policies of insurance shall be issued by companies, and in amounts in each company, and in a form, satisfactory to
Lender and, without limitation on the generality of the foregoing, shall comply with the following provisions:

(i)    All policies of insurance shall be issued by insurance companies having an AM Best’s Rating Guide Policy Rating
of not less than A and Financial Rating of not less than VIII.

(ii)    All policies of insurance required by paragraphs A(i), (iv), (v), (vi) and (vii) above shall name such Borrower as
insured and Lender as an additional insured and shall have attached thereto a standard mortgagee’s loss payable endorsement
for the benefit of Lender in form satisfactory to Lender, and all policies of insurance required by paragraphs A(ii), (iii), (viii),
(ix) and (x) shall name such Borrower as insured and Lender as an additional named insured.

(iii)    All policies of insurance shall contain an endorsement or agreement by the insurer that any loss shall be payable in
accordance with the terms of such policy notwithstanding any act or negligence of such Borrower or Lender which might
otherwise result in forfeiture of said insurance and the further agreement of the insurer waiving all rights of set-off, counterclaim
or deductions against such Borrower, and shall provide that the amount payable for any loss shall not be reduced by reason of
co-insurance.

(iv)    All policies of insurance shall contain a provision that they will not be cancelled or amended, including any
reduction in the scope or limits of coverage, without at least 30 days’ prior written notice to Lender.
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EXHIBIT
10.374

18844637.3 (A.2)
01-27-14

PROMISSORY NOTE

$9,300,000
Chicago, Illinois                            January 30, 2015

1.    AGREEMENT TO PAY. For value received, GEORGETOWN HC&R PROPERTY HOLDINGS, LLC , a Georgia
limited liability company, and SUMTER VALLEY PROPERTY HOLDINGS, LLC , a Georgia limited liability company (the
“Borrowers”), hereby jointly and severally promise to pay to the order of THE PRIVATEBANK AND TRUST COMPANY , an
Illinois banking corporation (the “Lender”), the principal sum of $9,300,000 (the “Loan”), or so much of the Loan as may be
advanced under and pursuant to that certain Loan Agreement dated as of even date herewith (the “Loan Agreement”), executed by
and among the Borrowers and the Lender, on or before September 1, 2016 (the “Maturity Date”), at the time and place and in the
manner hereinafter provided, together with interest thereon at the rate or rates described below, and any and all other amounts which
may be due and payable hereunder or under any of the “Loan Documents” (as defined in the Loan Agreement) from time to time. All
capitalized terms used and not otherwise defined in this Note shall have the same meanings as in the Loan Agreement. Each
disbursement on the Loan made by the Lender, and all payments on account of the principal and interest thereof, shall be recorded on
the books and records of the Lender and the principal balance as shown on such books and records, or any copy thereof certified by an
officer of the Lender, shall be rebuttably presumptive evidence of the principal amount owing hereunder.

2.    INTEREST RATE.

2.1    Interest Prior to Default.

(a)    Certain Defined Terms. In addition to the terms defined in paragraphs (b) and (c) of this Section and elsewhere in this
Note, for purposes of this Note, the following terms shall have and be subject to the following respective meanings and provisions:

“Applicable Margin” means (i) in the case of the LIBOR Rate 4.25%, and (ii) in the case of the Floating Rate, 1.50%.

“Business Day” means any day other than a Saturday, Sunday or a legal holiday on which banks are authorized or
required to be closed for the conduct of commercial banking business in Chicago, Illinois.

“Floating Rate” means a floating per annum rate of interest equal to the Prime Rate plus the Applicable Margin.
Changes in the Floating Rate to be charged hereunder based on the Prime Rate shall take effect immediately upon the
occurrence of any change in the Prime Rate.
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“LIBOR Loan” means any portion of the principal balance of this Note at any time bearing interest at the LIBOR
Rate.

“LIBOR Loan Request” means a written request by the Borrowers which sets forth the amount and Interest Period
for a LIBOR Loan.

“Prime Loan” means any portion of the principal amount of this Note bearing interest at the Floating Rate.

“Prime Rate” means the floating per annum rate of interest most recently announced by the Lender at Chicago, Illinois
as its prime or base rate. A certificate made by an officer of the Lender stating the Prime Rate in effect on any given day, for the
purposes hereof, shall be conclusive evidence of the Prime Rate in effect on such day. The Prime Rate is a base reference rate
of interest adopted by the Lender as a general benchmark from which the Lender determines the floating interest rates
chargeable on various loans to borrowers with varying degrees of creditworthiness and the Borrowers acknowledge and agree
that the Lender has made no representations whatsoever that the Prime Rate is the interest rate actually offered by the Lender to
borrowers of any particular creditworthiness

(b)    LIBOR Rate. Except as otherwise expressly provided in this Note, interest shall accrue on the principal balance of this
Note through the Maturity Date at a rate of interest equal to a per annum rate of interest (the “LIBOR Rate”) equal to LIBOR (as
defined in paragraph (c) below) for the relevant Interest Period (as defined in paragraph (c) below), plus the Applicable Margin, such
LIBOR Rate to remain fixed for such Interest Period.

(c)    Additional Provisions Relating to LIBOR Rate. The following provisions shall apply with respect to the LIBOR Rate:

(i)    At the Loan Opening, the Borrowers shall deliver to the Lender a single LIBOR Loan Request, which shall
establish a single LIBOR Loan in an amount equal to the entire amount of proceeds disbursed on this Note at the Loan
Opening, with an Interest Period of one month, and if the Borrowers do not deliver such a LIBOR Loan Request the
Borrowers shall be deemed to have done so. At the time of each subsequent disbursement of proceeds disbursed on this Note,
the Borrowers shall deliver to the Lender a single LIBOR Loan Request, which shall establish a single LIBOR Loan in an
amount equal to the entire amount of such disbursement, with an Interest Period of one month, and if the Borrowers do not
deliver such a LIBOR Loan Request the Borrowers shall be deemed to have done so. If on the first day of any Interest Period
more than one LIBOR Loan is outstanding, such multiple LIBOR Loans shall be combined into a single LIBOR Loan.

(ii)    If pursuant to the LIBOR Loan Request, the initial Interest Period of any LIBOR Loan commences on any day
other than the first Business Day of any month, then the initial Interest Period of such LIBOR Loan shall end on the first day of
the following calendar month, beginning the first day of the month of March, 2015, notwithstanding the Interest Period
specified in the LIBOR Loan Request, and the LIBOR Rate used in calculating the interest rate for such LIBOR
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Loan shall be a per annum rate of interest equal to LIBOR for an interest period equal to the length of such partial month, plus
the Applicable Margin. At the end of each Interest Period for each LIBOR Loan, such LIBOR Loan shall automatically renew
(a “LIBOR Rollover”) for the Interest Period specified in the LIBOR Loan Request at the then current LIBOR Rate, except
that an Interest Period for a LIBOR Loan shall not automatically renew with respect to any principal amount which is
scheduled to be repaid before the last day of the applicable Interest Period, and any such amounts shall bear interest at the
Floating Rate, until repaid.

(iii)    “LIBOR” shall mean a rate of interest equal to (A) the per annum rate of interest at which United States dollar
deposits in an amount comparable to the amount of the relevant LIBOR Loan and for a period equal to the relevant Interest
Period are offered in the London Interbank Eurodollar market at 11:00 a.m. (London time) two Business Days prior to the
commencement of such Interest Period (or three Business Days prior to the commencement of such Interest Period if banks in
London, England were not open and dealing in offshore United States dollars on such second preceding Business Day), as
displayed in the Bloomberg Financial Markets system (or other authoritative source selected by the Lender in its sole
discretion), divided by (B) a number determined by subtracting from 1.00 the then stated maximum reserve percentage for
determining reserves to be maintained by member banks of the Federal Reserve System for Eurocurrency funding or liabilities
as defined in Regulation D (or any successor category of liabilities under Regulation D), such rate to remain fixed for such
Interest Period, or as LIBOR is otherwise determined by the Lender in its sole and absolute discretion. The Lender’s
determination of LIBOR shall be conclusive, absent manifest error.

(iv)    “Interest Period” shall mean, with regard to any LIBOR Loan, successive one month periods; provided,
however, that: (A) each Interest Period occurring after the initial Interest Period of any LIBOR Loan shall commence on the
day on which the preceding Interest Period for such LIBOR Loan expires, with interest for such day to be calculated at the
LIBOR Rate in effect for the new Interest Period; (B) whenever the last day of any Interest Period would otherwise occur on a
day other than a Business Day, the last day of such Interest Period shall be extended to occur on the next succeeding Business
Day; (C) whenever the first day of any Interest Period occurs on a date for which there is no numerically corresponding date in
the month in which such Interest Period terminates, such Interest Period shall end on the last day of such month, unless such
day is not a Business Day, in which case the Interest Period shall terminate on the first Business Day of the following month,
provided, however, that so long as the LIBOR Rollover remains in effect, all subsequent Interest Periods shall terminate on the
date of the month numerically corresponding to the date on which the initial Interest Period commenced; and (D) if at any time
the Interest Period for a LIBOR Loan expires less than one month before the Maturity Date, such LIBOR Loan shall
automatically renew at the then current LIBOR Rate for an Interest Period terminating on the Maturity Date.

(v)    If the Lender determines in good faith (which determination shall be conclusive, absent manifest error) prior to the
commencement of any Interest Period that (A) the making or maintenance of any LIBOR Loan would violate any
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applicable law, rule, regulation or directive, whether or not having the force of law, (B) United States dollar deposits in the
principal amount, and for periods equal to the Interest Period, of any LIBOR Loan are not available in the London Interbank
Eurodollar market in the ordinary course of business, (C) by reason of circumstances affecting the London Interbank
Eurodollar market, adequate and fair means do not exist for ascertaining the LIBOR Rate to be applicable to the relevant
LIBOR Loan, (D) the LIBOR Rate does not accurately reflect the cost to the Lender of a LIBOR Loan, or (E) a “Default” or
an “Event of Default” (each as defined in Section 5 hereof) has occurred and is continuing, the Lender shall promptly notify
the Borrowers thereof and, so long as any of the foregoing conditions continue, the Lender will have no obligation to permit
any principal of this Note to become a LIBOR Loan. Following such a notice by the Lender, each existing LIBOR Loan, at
the Borrowers’ option, shall be (1) converted to a Prime Loan on the last Business Day of the then existing Interest Period, or
(2) due and payable on the last Business Day of the then existing Interest Period, without further demand, presentment, protest
or notice of any kind, all of which are hereby waived by the Borrowers.

(vi)    If, after the date hereof, a Regulatory Change (as hereinafter defined) shall, in the reasonable determination of the
Lender, make it unlawful for the Lender to make or maintain any LIBOR Loans, the Lender will have no obligation to permit
any principal of this Note to become a LIBOR Loan, and in such event, at the Borrowers’ option, each existing LIBOR Loan
shall be immediately (A) converted to a Prime Loan on the last Business Day of the then existing Interest Period or on such
earlier date as required by law, or (B) due and payable on the last Business Day of the then existing Interest Period or on such
earlier date as required by law, all without further demand, presentment, protest or notice of any kind, all of which are hereby
waived by the Borrowers. As used herein, “Regulatory Change” shall mean the introduction of, or any change in any
applicable law, treaty, rule, regulation or guideline or in the interpretation or administration thereof by any governmental
authority or any central bank or other fiscal, monetary or other authority having jurisdiction over the Lender or its lending
office.

(vii)    If any Regulatory Change (whether or not having the force of law) shall (A) impose, modify or deem applicable
any assessment, reserve, special deposit or similar requirement against assets held by, or deposits in or for the account of, or
loans by, or any other acquisition of funds or disbursements by, the Lender; (B) subject the Lender or any LIBOR Loan to any
tax, duty, charge, stamp tax or fee, or change the basis of taxation of payments to the Lender of principal or interest due from
the Borrowers hereunder (other than a change in the taxation of the overall net income of the Lender); or (C) impose on the
Lender any other condition regarding any LIBOR Loan or the Lender’s funding thereof, and the Lender shall determine
(which determination shall be conclusive, absent manifest error) that the result of the foregoing is to actually increase the cost to
the Lender of making or maintaining any LIBOR Loan or to reduce the amount of principal or interest received by the Lender
hereunder on any LIBOR Loan, then the Borrowers shall pay to the Lender, on demand, such additional amounts as the
Lender shall from time to time determine are sufficient to compensate and indemnify the Lender for such increased costs or
reduced amounts.
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2.2    Interest After Default. From and after the Maturity Date or upon the occurrence and during the continuance of an Event
of Default, interest shall accrue on the unpaid principal balance during any such period at an annual rate (the “Default Rate”) 5.0%
greater than the interest rate which would otherwise be in effect under the terms of this Note. However, in no event shall the Default
Rate exceed the maximum rate permitted by law. The interest accruing under this Section shall be immediately due and payable by the
Borrowers to the holder of this Note upon demand and shall be additional indebtedness evidenced by this Note.

2.3    Interest Calculation. Interest on this Note shall be calculated on the basis of a 360-day year and the actual number of
days elapsed in any portion of a month in which interest is due. If any payment to be made by the Borrowers hereunder shall become
due on a day other than a Business Day, such payment shall be made on the next succeeding Business Day and such extension of time
shall be included in computing any interest in respect of such payment.

3.    PAYMENT TERMS.

3.1    Payment of Principal and Interest. Payments of principal and interest due under this Note, if not sooner declared to be
due in accordance with the provisions hereof, shall be made as follows:

(a)    On the first day of the month of March, 2015, and on the first day of each month thereafter through and including
the month in which the Maturity Date occurs, interest accrued on this Note shall be due and payable.

(b)    On the first day of the month of March, 2015, and on the first day of each month thereafter through and including
the month in which the Maturity Date occurs, in addition to accrued interest on this Note payable as provided in paragraph (a)
above, a payment of principal on this Note shall be due and payable in the amount of $15,100 (which has been calculated by
the Lender based on a 25-year amortization schedule), which amount is subject to being changed as provided in paragraph (c)
of this Section.

(c)    If a partial prepayment on the Loan occurs under Section 3.4 of the Loan Agreement in connection with a release
of a Project, then for each month after the month in which such partial prepayment occurs, the amount of the monthly principal
payment under paragraph (b) of this Section shall be a monthly amount based on a 25-year amortization schedule for the
principal balance outstanding on this Note immediately following such partial prepayment. The Lender shall calculate such
new monthly principal payment amount in the same manner as the monthly principal payment amount in paragraph (b) of this
Section was calculated, and the Lender shall give notice to the remaining Borrower of such new monthly principal payment
amount.

(d)    The unpaid principal balance of this Note, if not sooner paid or declared to be due in accordance with the terms
hereof, together with all accrued and unpaid interest thereon and any other amounts due and payable hereunder or under any of
the Loan Documents shall be due and payable in full on the Maturity Date.
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3.2    Application of Payments. Prior to the occurrence of an Event of Default, all payments and prepayments on account of
the indebtedness evidenced by this Note shall be applied as follows: (i) first, to fees, expenses, costs and other similar amounts then due
and payable to the Lender, including, without limitation any prepayment premium, LIBOR indemnification, exit fee or late charges due
hereunder, (ii) second, to accrued and unpaid interest on the principal balance of this Note, (iii) third, to the payment of principal of this
Note due in the month in which the payment or prepayment is made, if any, (iv) fourth, to any escrows, impounds or other amounts
which may then be due and payable under the Loan Documents, (v) fifth, to any other amounts then due the Lender hereunder or
under any of the other Loan Documents, and (vi) last, to the unpaid principal balance of this Note in the inverse order of maturity. Any
prepayment on account of the indebtedness evidenced by this Note shall not extend or postpone the due date or reduce the amount of
any subsequent monthly payment of principal and interest due hereunder. After an Event of Default has occurred and is continuing,
payments may be applied by the Lender to amounts owed hereunder and under the other Loan Documents in such order as the Lender
shall determine, in its sole discretion.

3.3    Method of Payments. All payments of principal and interest hereunder shall be paid by automatic debit, wire transfer,
check or in coin or currency which, at the time or times of payment, is the legal tender for public and private debts in the United States
of America and shall be made at such place as the Lender or the legal holder or holders of this Note may from time to time appoint in
the payment invoice or otherwise in writing, and in the absence of such appointment, then at the offices of the Lender at 120 South
LaSalle Street, Chicago, Illinois 60603. Payment made by check shall be deemed paid on the date the Lender receives such check;
provided, however, that if such check is subsequently returned to the Lender unpaid due to insufficient funds or otherwise, the
payment shall not be deemed to have been made and shall continue to bear interest until collected. Notwithstanding the foregoing, the
final payment due under this Note must be made by wire transfer or other immediately available funds. With the exception of interest
which under the terms of the Loan Documents is to be paid from a disbursement of proceeds of the Loan, interest, principal payments
and any fees and expenses owed the Lender from time to time will be deducted by the Lender automatically on the due date from the
Borrowers’ account with the Lender, as designated in writing by the Borrowers. The Borrowers will maintain sufficient funds in the
account on the dates the Lender enters debits authorized by this Note. If there are insufficient funds in the account on the date the
Lender enters any debit authorized by this Note, the debit will be reversed.

3.4    Late Charge. If any payment of interest or principal due hereunder is not made within five days after such payment is due
in accordance with the terms hereof, then, in addition to the payment of the amount so due, the Borrowers shall pay to the Lender a
“late charge” of five cents for each whole dollar so overdue to defray part of the cost of collection and handling such late payment. The
Borrowers agree that the damages to be sustained by the holder hereof for the detriment caused by any late payment are extremely
difficult and impractical to ascertain, and that the amount of five cents for each one dollar due is a reasonable estimate of such damages,
does not constitute interest, and is not a penalty.

3.5    Principal Prepayments. The principal of this Note may be prepaid, at any time and from time to time, in whole or in part,
without premium or penalty, provided that
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any such prepayment is accompanied by a simultaneous payment of all accrued and unpaid interest on this Note to the date of such
prepayment. Any amounts prepaid on this Note may not be borrowed again.

3.6    Loan Fees. In consideration of the Lender’s agreement to make the Loan, the Borrowers shall pay to the Lender a non-
refundable fee in the amount of $37,200, which shall be due and payable in full as a condition precedent to any disbursement of
proceeds under this Note.

4.    SECURITY; LOAN DOCUMENTS. This Note is secured by the Loan Agreement, the Mortgages, the Assignments of
Rents and the other Loan Documents. Reference is hereby made to the Loan Agreement, the Mortgages, the Assignments of Rents and
the other Loan Documents (all of which are incorporated herein by reference as fully and with the same effect as if set forth herein at
length) for a statement of the covenants and agreements contained therein, a statement of the rights, remedies, and security afforded
thereby, and all matters therein contained.

5.    EVENTS OF DEFAULT . The occurrence of any one or more of the following events shall constitute an “Event of
Default” under this Note:

(a)    The failure by the Borrowers to pay (i) any installment of principal or interest payable pursuant to this Note on the
date when due in accordance with the terms hereof, or (ii) any other amount payable to the Lender under this Note on the date
when any such payment is due in accordance with the terms hereof; or

(b)    The occurrence of any “Event of Default” under the Loan Agreement, any Mortgage or any of the other Loan
Documents.

For purposes of this Note, the term “Default” means the occurrence or existence of any event or circumstance which, with the giving
of notice or passage of time, or both, would constitute an Event of Default.

6.    REMEDIES. At the election of the holder hereof, and without notice, the principal balance remaining unpaid under this
Note, and all unpaid interest accrued thereon and any other amounts due hereunder, shall be and become immediately due and payable
in full upon the occurrence of any Event of Default, and in the event of the occurrence of certain Events of Default under the Loan
Agreement, this Note shall automatically become due and payable immediately as provided in the Loan Agreement. Failure to exercise
this option shall not constitute a waiver of the right to exercise same in the event of any subsequent Event of Default. No holder hereof
shall, by any act of omission or commission, be deemed to waive any of its rights, remedies or powers hereunder or otherwise unless
such waiver is in writing and signed by the holder hereof, and then only to the extent specifically set forth therein. The rights, remedies
and powers of the holder hereof, as provided in this Note, the Mortgages and in all of the other Loan Documents are cumulative and
concurrent, and may be pursued singly, successively or together against the Borrowers, any Guarantor hereof, the Projects and any
other security given at any time to secure the repayment hereof, all at the sole discretion of the holder hereof. If any suit or action is
instituted or attorneys are employed to collect this Note or any part hereof, the Borrowers promise and agree to pay all costs of
collection, including reasonable attorneys’ fees and court costs.

- 7 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



7.    COVENANTS AND WAIVERS. The Borrowers and all others who now or may at any time become liable for all or any
part of the obligations evidenced hereby, expressly agree hereby to be jointly and severally bound, and jointly and severally: (i) waive
and renounce any and all homestead, redemption and exemption rights and the benefit of all valuation and appraisement privileges
against the indebtedness evidenced by this Note or by any extension or renewal hereof; (ii) waive presentment and demand for
payment, notices of nonpayment and of dishonor, protest of dishonor, and notice of protest; (iii) waive any and all notices in
connection with the delivery and acceptance hereof and all other notices in connection with the performance, default, or enforcement
of the payment hereof or hereunder; (iv) waive any and all lack of diligence and delays in the enforcement of the payment hereof;
(v) agree that the liability of the Borrowers and each guarantor, endorser or obligor shall be unconditional and without regard to the
liability of any other person or entity for the payment hereof, and shall not in any manner be affected by any indulgence or forbearance
granted or consented to by the Lender to any of them with respect hereto; (vi) consent to any and all extensions of time, renewals,
waivers, or modifications that may be granted by the Lender with respect to the payment or other provisions hereof, and to the release
of any security at any time given for the payment hereof, or any part thereof, with or without substitution, and to the release of any
person or entity liable for the payment hereof; and (vii) consent to the addition of any and all other makers, endorsers, guarantors, and
other obligors for the payment hereof, and to the acceptance of any and all other security for the payment hereof, and agree that the
addition of any such makers, endorsers, guarantors or other obligors, or security shall not affect the liability of the Borrowers, any
guarantor and all others now liable for all or any part of the obligations evidenced hereby. This provision is a material inducement for
the Lender making the Loan to the Borrowers.

8.    GENERAL AGREEMENTS.

8.1    Incorporation of Section 12.2 of Loan Agreement. The provisions of Section 12.2 of the Loan Agreement are hereby
incorporated into and made a part of this Note.

8.2    Usury and Truth in Lending. The Loan is a “business loan” within the meaning of subparagraph (1)(c) contained in
Section 205/4 of Chapter 815 of the Illinois Compiled Statutes, as amended, and does not violate the provisions of the usury laws of
the State, any consumer credit laws or the usury laws of any state which may have jurisdiction over this transaction, the Borrowers or
any property securing the Loan. The Loan is an exempted transaction under the Truth In Lending Act, 15 U.S.C., §1601, et seq., as
amended.

8.3    Time. Time is of the essence hereof.

8.4    Governing Law. This Note is governed and controlled as to validity, enforcement, interpretation, construction, effect and
in all other respects by the statutes, laws and decisions of the State of Illinois, without regard to its conflict of laws provisions.

8.5    Entire Agreement; Amendments . This Note sets forth all of the covenants, promises, agreements, conditions and
understandings of the parties relating to the subject matter of this Note, and there are no covenants, promises, agreements, conditions or
understandings, either oral or written, between them other than as are herein set forth. Each Borrower acknowledges that it is executing
this Note without relying on any statements,
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representations or warranties, either oral or written, that are not expressly set forth herein. This Note may not be changed or amended
orally but only by an instrument in writing signed by the party against whom enforcement of the change or amendment is sought.

8.6    No Joint Venture. The Lender shall not be construed for any purpose to be a partner, joint venturer, agent or associate of
the Borrowers or of any lessee, operator, concessionaire or licensee of the Borrowers in the conduct of their business, and by the
execution of this Note, the Borrowers agree to indemnify, defend, and hold the Lender harmless from and against any and all damages,
costs, expenses and liability that may be incurred by the Lender as a result of a claim that the Lender is such partner, joint venturer,
agent or associate.

8.7    Disbursement. This Note has been made and delivered at Chicago, Illinois and all funds disbursed to or for the benefit of
the Borrowers will be disbursed in Chicago, Illinois.

8.8    Joint and Several Obligations; Successors and Assigns. If this Note is executed by more than one party, the obligations
and liabilities of each Borrower under this Note shall be joint and several. This Note shall be binding upon and enforceable against
each Borrower and their respective successors and assigns. This Note shall inure to the benefit of and may be enforced by the Lender
and its successors and assigns.

8.9    Severable Provisions. If any provision of this Note is deemed to be invalid by reason of the operation of law, or by
reason of the interpretation placed thereon by any administrative agency or any court, the Borrowers and the Lender shall negotiate an
equitable adjustment in the provisions of the same in order to effect, to the maximum extent permitted by law, the purpose of this Note,
and the validity and enforceability of the remaining provisions, or portions or applications thereof, shall not be affected thereby and
shall remain in full force and effect.

8.10    Interest Limitation. If the interest provisions herein or in any of the Loan Documents shall result, at any time during the
Loan, in an effective rate of interest which, for any month, exceeds the limit of usury or other laws applicable to the Loan, all sums in
excess of those lawfully collectible as interest for the period in question shall, without further agreement or notice between or by any
party hereto, be applied upon principal immediately upon receipt of such monies by the Lender, with the same force and effect as
though the payer has specifically designated such extra sums to be so applied to principal and the Lender had agreed to accept such
extra payment(s) as a premium-free prepayment. Notwithstanding the foregoing, however, the Lender may at any time and from time
to time elect by notice in writing to the Borrowers to reduce or limit the collection to such sums which, when added to the said first-
stated interest, shall not result in any payments toward principal in accordance with the requirements of the preceding sentence. In no
event shall any agreed to or actual exaction as consideration for this Loan transcend the limits imposed or provided by the law
applicable to this transaction or the maker hereof for the use or detention of money or for forbearance in seeking its collection.

8.11    Assignability. The Lender may at any time assign its rights in this Note and the Loan Documents, or any part thereof
and transfer its rights in any or all of the collateral, and the Lender thereafter shall be relieved from all liability with respect to such
collateral. In addition, the Lender may at any time sell one or more participations in this
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Note. The Borrowers may not assign their interest in this Note, or any other agreement with the Lender or any portion thereof, either
voluntarily or by operation of law, without the prior written consent of the Lender.

9.    NOTICES. All notices required under this Note will be in writing and will be transmitted in the manner and to the
addresses required by the Loan Agreement, or to such other addresses as the Lender and the Borrowers may specify from time to time
in writing.

10.    LITIGATION PROVISIONS.

10.1    Consent to Jurisdiction. EACH BORROWER CONSENTS AND SUBMITS TO THE JURISDICTION OF
ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL
COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH ITS PROJECT IS LOCATED, IN
WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS NOTE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

10.2    Consent to Venue. EACH BORROWER AGREES THAT ANY LEGAL PROCEEDING RELATING TO
THIS NOTE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST SUCH
BORROWER IN ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY STATE OR
FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH ITS PROJECT IS
LOCATED. EACH BORROWER WAIVES ANY OBJECTION TO VENUE IN ANY SUCH COURT AND WAIVES
ANY RIGHT IT MAY HAVE TO TRANSFER OR CHANGE THE VENUE FROM ANY SUCH COURT.

10.3    No Proceedings in Other Jurisdictions. EACH BORROWER AGREES THAT IT WILL NOT COMMENCE
ANY LEGAL PROCEEDING AGAINST THE LENDER RELATING IN ANY MANNER TO THIS NOTE, THE LOAN
OR ANY OF THE OTHER LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL COURT
LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY THE LENDER
AGAINST SUCH BORROWER IN A COURT IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM IN
SUCH LEGAL PROCEEDING.

10.4    Waiver of Jury Trial . EACH BORROWER HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL
PROCEEDING RELATING TO THIS NOTE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

11.    Customer Identification - USA Patriot Act Notice; OFAC and Bank Secrecy Act .  The Lender hereby notifies the
Borrowers that pursuant to the requirements of the USA Patriot Act (Title III of Pub. L. 107-56, signed into law October 26, 2001)
(the “Act”), and the Lender’s policies and practices, the Lender is required to obtain, verify and record certain information and
documentation that identifies the Borrowers, which information includes the name and address of the Borrowers and such other
information that will allow the Lender to identify the Borrowers in accordance with the Act. In addition, the Borrowers shall (a) ensure
that no person who owns a controlling interest in or otherwise
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controls any Borrower or any subsidiary of any Borrower is or shall be listed on the Specially Designated Nationals and Blocked
Person List or other similar lists maintained by the Office of Foreign Assets Control (“OFAC”), the Department of the Treasury or
included in any Executive Orders, (b) not use or permit the use of the proceeds of the Loan to violate any of the foreign asset control
regulations of OFAC or any enabling statute or Executive Order relating thereto, and (c) comply, and cause any of its subsidiaries to
comply, with all applicable Bank Secrecy Act (“BSA”) laws and regulations, as amended.

12.    EXPENSES AND INDEMNIFICATION . The Borrowers shall pay all costs and expenses incurred by the Lender in
connection with the preparation of this Note and the Loan Documents, including, without limitation, reasonable attorneys’ fees and
time charges of attorneys who may be employees of the Lender or any affiliate or parent of the Lender. The Borrowers shall pay any
and all stamp and other taxes, UCC search fees, filing fees and other costs and expenses in connection with the execution and delivery
of this Note and the other instruments and documents to be delivered hereunder, and agrees to save the Lender harmless from and
against any and all liabilities with respect to or resulting from any delay in paying or omission to pay such costs and expenses. Each
Borrowers hereby authorize the Lender to charge any account of such Borrower with the Lender for all sums due under this Section.
The Borrowers also agree to defend (with counsel satisfactory to the Lender), protect, indemnify and hold harmless the Lender, any
parent corporation, affiliated corporation or subsidiary of the Lender, and each of their respective officers, directors, employees,
attorneys and agents (each an “Indemnified Party”) from and against any and all liabilities, obligations, losses, damages, penalties,
actions, judgments, suits, claims, costs, expenses and distributions of any kind or nature (including, without limitation, the
disbursements and the reasonable fees of counsel for each Indemnified Party thereto, which shall also include, without limitation,
attorneys’ fees and time charges of attorneys who may be employees of the Lender, any parent corporation or affiliated corporation of
the Lender), which may be imposed on, incurred by, or asserted against, any Indemnified Party (whether direct, indirect or
consequential and whether based on any federal, state or local laws or regulations, including, without limitation, securities,
environmental laws and commercial laws and regulations, under common law or in equity, or based on contract or otherwise) in any
manner relating to or arising out of this Note or any of the Loan Documents, or any act, event or transaction related or attendant
thereto, the preparation, execution and delivery of this Note and the Loan Documents, the making or issuance and management of the
Loan, the use or intended use of the proceeds of this Note and the enforcement of the Lender’s rights and remedies under this Note, the
Loan Documents any other instruments and documents delivered hereunder, or under any other agreement between the Borrowers and
the Lender; provided, however, that the Borrowers shall not have any obligations hereunder to any Indemnified Party with respect to
matters caused by or resulting from the willful misconduct or gross negligence of such Indemnified Party. To the extent that the
undertaking to indemnify set forth in the preceding sentence may be unenforceable because it violates any law or public policy, the
Borrowers shall satisfy such undertaking to the maximum extent permitted by applicable law. Any liability, obligation, loss, damage,
penalty, cost or expense covered by this indemnity shall be paid to each Indemnified Party on demand, and failing prompt payment,
together with interest thereon at the Default Rate from the date incurred by each Indemnified Party until paid by the Borrowers, shall
be added to the obligations of the Borrowers evidenced by this Note and secured by the collateral securing this Note. The provisions of
this Section shall survive the satisfaction and payment of this Note.

- 11 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]

- 12 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



IN WITNESS WHEREOF, the Borrowers have executed and delivered this Promissory Note as of the day and year first
above written.

Georgetown HC&R Property Holdings, LLC
Sumter Valley Property Holdings, LLC

By    /s/ William McBride, III                
William McBride III, Manager of Each Borrower

- AdCare South Carolina Owner Loan Note -
- Signature Page -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



EXHIBIT
10.375

18846491.3                                        (A.4)
01-27-15

GUARANTY OF PAYMENT AND PERFORMANCE

THIS GUARANTY OF PAYMENT AND PERFORMANCE  dated as of January 30, 2015 (this “Guaranty”), is made
b y ADCARE HEALTH SYSTEMS, INC., a Georgia corporation (the “Guarantor”), to and for the benefit of THE
PRIVATEBANK AND TRUST COMPANY, an Illinois banking corporation (the “Lender”).

RECITALS

A.    The Lender has agreed to make a loan to Georgetown HC&R Property Holdings, LLC, and Sumter Valley Property
Holdings, LLC, each a Georgia limited liability company (collectively, the “Borrowers”), in the principal amount of $9,300,000 (the
“Loan”) pursuant to the terms and conditions of a Loan Agreement of even date herewith (the “Loan Agreement”) by and among
the Borrowers and the Lender. The Loan is evidenced by a Promissory Note of even date herewith (the “Note”) executed by each
Borrower and payable to the order of the Lender. The Note is secured by two separate Mortgages, Security Agreements, Assignments
of Rents and Leases and Fixture Filings dated as of January 30, 2015 (the “Mortgages”), each executed by a Borrower to and for the
benefit of the Lender. All terms used and not otherwise defined herein shall have the meanings set forth in the Loan Agreement. For
the avoidance of doubt, all references in this Guaranty to the “Loan Documents” include, without limitation, any Bank Product
Agreements (as defined in the Loan Agreement) to which the Lender or any of its Affiliates is a party, including, without limitation,
any Hedging Agreements (as defined in the Loan Agreement) to which the Lender is a party.

B.    As a condition precedent to the making of the Loan to the Borrowers by the Lender and in consideration therefor, the
Lender has required the execution and delivery of this Guaranty by the Guarantor.

C.    The purpose of the Loan is to refinance the existing indebtedness on the Projects described in the Loan Agreement and to
pay loan and loan refinancing costs. The Guarantor is the owner of 100% of the membership interests in the Borrower either directly or
indirectly through one or more intermediary entities, and is also deriving a benefit from the making of the Loan by the Lender.

AGREEMENTS

For good and valuable consideration, the receipt and sufficiency of which hereby are acknowledged, the Guarantor hereby
agrees as follows:

1.    Guaranty of Payment. The Guarantor hereby unconditionally, absolutely and irrevocably guarantees the punctual
payment and performance when due, whether at stated maturity or by acceleration or otherwise, of the indebtedness and other
obligations of the Borrower to the Lender evidenced by the Note and any other amounts that may become owing
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by the Borrower under the Loan Documents (such indebtedness, obligations and other amounts are hereinafter referred to as the
“Payment Obligations”). This Guaranty is a present and continuing guaranty of payment and not of collectability, and the Lender
shall not be required to prosecute collection, enforcement or other remedies against any Borrower or any other guarantor of the
Payment Obligations, or resort to any collateral for the repayment of the Payment Obligations or other rights or remedies pertaining
thereto, before calling on the Guarantor for payment. If for any reason the Borrower shall fail or be unable to pay, punctually and fully,
any of the Payment Obligations, the Guarantor shall jointly and severally pay such obligations to the Lender in full immediately upon
demand. One or more successive actions may be brought against the Guarantor, or any of them, as often as the Lender deems
advisable, until all of the Payment Obligations are paid and performed in full. The Payment Obligations and the Performance
Obligations (as defined below) are referred to herein as the “Guaranteed Obligations.”

2.    Guaranty of Performance. In addition to the guaranty of the Payment Obligations, the Guarantor hereby unconditionally,
absolutely and irrevocably guarantees, (i) the full and prompt performance and observance by each of the Borrowers of each and every
other obligation, undertaking, liability, promise, warranty, covenant and agreement of the Borrowers in and under the terms of the
Loan Documents; and (ii) the truth of each and every representation and warranty made by each of the Borrowers in the Loan
Documents or in other certificates or documents delivered in connection with the Loan (the matters described in (i) and (ii) above being
collectively referred to herein as the “Performance Obligations”).

3.    Representations and Warranties. The following shall constitute representations and warranties of the Guarantor and the
Guarantor hereby acknowledges that the Lender intends to make the Loan in reliance thereon:

(a)    The Guarantor is a corporation duly organized, validly existing and in good standing under the laws of the State of
Georgia. The Guarantor has full power and authority to conduct its business as presently conducted, to execute and deliver the
Loan Documents to which it is a party, and to perform all of its duties and obligations under the Loan Documents to which it is
a party; and such execution and performance have been duly authorized by all necessary Legal Requirements. The articles of
incorporation and bylaws of the Guarantor, each as amended to date, copies of which have been furnished to the Lender, are in
effect, have not been further amended, and are the true, correct and complete documents relating to the Guarantor’s creation
and governance.

(b)    The Guarantor is not in default and no event has occurred that with the passage of time or the giving of notice will
constitute a default under any agreement to which the Guarantor is a party, the effect of which will impair performance by the
Guarantor of its obligations under this Guaranty. Neither the execution and delivery of this Guaranty nor compliance with the
terms and provisions hereof will violate any applicable law, rule, regulation, judgment, decree or order, or will conflict with or
result in any breach of any of the terms, covenants, conditions or provisions of the articles of incorporation or bylaws of the
Guarantor, any indenture, mortgage, deed of trust, instrument, document, agreement or contract of any kind that creates,
represents, evidences or provides for any lien, charge or encumbrance upon any of the property or assets of the Guarantor, or
any other indenture, mortgage, deed of trust, instrument, document, agreement or contract of any kind to which the Guarantor
is a party or to which the Guarantor or the property of the Guarantor may be subject.
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(c)    There is no litigation, arbitration, governmental or administrative proceedings, actions, examinations, claims or
demands pending, or to the Guarantor’s knowledge, threatened that could adversely affect performance by the Guarantor of its
obligations under this Guaranty.

(d)    Neither this Guaranty nor any statement or certification as to facts previously furnished or required herein to be
furnished to the Lender by the Guarantor, contains any material inaccuracy or untruth in any representation, covenant or
warranty or omits to state a fact material to this Guaranty.

4.    Continuing Guaranty. The Guarantor agrees that performance by the Guarantor of its obligations under this Guaranty
shall be a primary obligation, shall not be subject to any counterclaim, set‑off, abatement, deferment or defense based upon any claim
that the Guarantor may have against the Lender, the Borrowers, any other guarantor of the Guaranteed Obligations or any other person
or entity, and shall remain in full force and effect without regard to, and shall not be released, discharged or affected in any way by,
any circumstance or condition (whether or not the Guarantor shall have any knowledge thereof), including without limitation --

(a)    Any lack of validity or enforceability of any of the Loan Documents;

(b)    Any termination, amendment, modification or other change in any of the Loan Documents, including, without
limitation, any modification of the interest rate or rates described therein;

(c)    Any furnishing, exchange, substitution or release of any collateral securing repayment of the Loan, or any failure to
perfect any lien in such collateral;

(d)    Any failure, omission or delay on the part of the Borrowers, the Guarantor, any other guarantor of the Guaranteed
Obligations or the Lender to conform or comply with any term of any of the Loan Documents or any failure of the Lender to
give notice of any Event of Default;

(e)    Any waiver, compromise, release, settlement or extension of time of payment or performance or observance of any
of the obligations or agreements contained in any of the Loan Documents;

(f)    Any action or inaction by the Lender under or in respect of any of the Loan Documents, any failure, lack of
diligence, omission or delay on the part of the Lender to perfect, enforce, assert or exercise any lien, security interest, right,
power or remedy conferred on it in any of the Loan Documents, or any other action or inaction on the part of the Lender;

(g)    Any voluntary or involuntary bankruptcy, insolvency, reorganization, arrangement, readjustment, assignment for
the benefit of creditors, composition, receivership, liquidation, marshalling of assets and liabilities or similar events or
proceedings with respect to any Borrower, the Guarantor or any other guarantor of the Guaranteed Obligations, as applicable,
or any of their respective property or creditors, or any action taken by any trustee or receiver or by any court in any such
proceeding;
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(h)    Any merger or consolidation of any Borrower into or with any entity, or any sale, lease or transfer of any of the
assets of any Borrower, the Guarantor or any other guarantor of the Guaranteed Obligations to any other person or entity;

(i)    Any change in the ownership of any Borrower, or any change in the relationship between any Borrower and the
Guarantor or any other guarantor of the Guaranteed Obligations, or any termination of any such relationship;

(j)    Any release or discharge by operation of law of any Borrower, the Guarantor or any other guarantor of the
Guaranteed Obligations from any obligation or agreement contained in any of the Loan Documents; or

(k)    Any other occurrence, circumstance, happening or event, whether similar or dissimilar to the foregoing and
whether foreseen or unforeseen, which otherwise might constitute a legal or equitable defense or discharge of the liabilities of a
guarantor or surety or which otherwise might limit recourse against any Borrower or the Guarantor to the fullest extent
permitted by law.

5.    Waivers. The Guarantor expressly and unconditionally waives (i) notice of any of the matters referred to in Section 4
above, (ii) all notices which may be required by statute, rule of law or otherwise, now or hereafter in effect, to preserve intact any rights
against the Guarantor, including, without limitation, any demand, presentment and protest, proof of notice of non‑payment under any
of the Loan Documents and notice of any Event of Default or any failure on the part of any Borrower, the Guarantor or any other
guarantor of the Guaranteed Obligations to perform or comply with any covenant, agreement, term or condition of any of the Loan
Documents, (iii) any right to the enforcement, assertion or exercise against any Borrower, the Guarantor or any other guarantor of the
Guaranteed Obligations of any right or remedy conferred under any of the Loan Documents, (iv) any requirement of diligence on the
part of any person or entity, (v) to the fullest extent permitted by law and except as otherwise expressly provided in this Guaranty or
the other Loan Documents, any claims based on allegations that the Lender has failed to act in a commercially reasonable manner or
failed to exercise the Lender’s obligation of good faith and fair dealing, (vi) any requirement to exhaust any remedies or to mitigate the
damages resulting from any default under any of the Loan Documents, and (vii) any notice of any sale, transfer or other disposition of
any right, title or interest of the Lender under any of the Loan Documents. The Guarantor agrees that such Guarantor is a guarantor
and not a “surety” within the meaning of the Illinois Sureties Act, and also waives any and all rights under the Illinois Sureties Act.

6.    Subordination. The Guarantor agrees that any and all present and future debts and obligations of any Borrower to the
Guarantor hereby are subordinated to the claims of the Lender and hereby are assigned by the Guarantor to the Lender as security for
the Guaranteed Obligations and the Guarantor’s obligations under this Guaranty.

7.    Subrogation Waiver. Until the Guaranteed Obligations are paid in full and all periods under applicable bankruptcy law for
the contest of any payment by the Guarantor or the Borrowers as a preferential or fraudulent payment have expired, the Guarantor
knowingly, and with advice of counsel, waives, relinquishes, releases and abandons all rights and claims to indemnification,
contribution, reimbursement, subrogation and payment which such Guarantor may now or hereafter have by and from any Borrower
and the successors and assigns of any Borrower, for any payments made by such Guarantor to the Lender, including, without
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limitation, any rights which might allow any Borrower, any Borrower’s successors, a creditor of any Borrower, or a trustee in
bankruptcy of any Borrower to claim in bankruptcy or any other similar proceedings that any payment made by any Borrower or any
Borrower’s successors and assigns to the Lender was on behalf of or for the benefit of such Guarantor and that such payment is
recoverable by such Borrower, a creditor or trustee in bankruptcy of such Borrower as a preferential payment, fraudulent conveyance,
payment of an insider or any other classification of payment which may otherwise be recoverable from the Lender.

8.    Reinstatement. The obligations of the Guarantor pursuant to this Guaranty shall continue to be effective or automatically
be reinstated, as the case may be, if at any time payment of any of the Guaranteed Obligations or the Guarantor’s obligations under this
Guaranty is rescinded or otherwise must be restored or returned by the Lender upon the insolvency, bankruptcy, dissolution,
liquidation or reorganization of the Guarantor or any Borrower or otherwise, all as though such payment had not been made.

9.    Financial Statements. The Guarantor represents and warrants to the Lender that (i) the financial statements of the
Guarantor previously submitted to the Lender are true, complete and correct in all material respects, disclose all actual and contingent
liabilities, and fairly present the financial condition of the Guarantor, and do not contain any untrue statement of a material fact or omit
to state a fact material to the financial statements submitted or this Guaranty, and (ii) no material adverse change has occurred in the
financial statements from the dates thereof until the date hereof. The Guarantor shall furnish to the Lender financial statements and
other information as provided in Section 7.4 of the Loan Agreement.

10.    Transfers, Sales, Etc. The Guarantor shall not sell, lease, transfer, convey or assign any of its assets, unless (i) if the
Guarantor is a natural person, such sale, lease, transfer, conveyance or assignment is of a non-material asset of the Guarantor and will
not have a material adverse effect on the Guarantor’s financial condition or (ii) if the Guarantor is a limited liability company,
corporation, partnership or other entity, such sale, lease, transfer, conveyance or assignment will not have a material adverse effect on
the business or financial condition of the Guarantor or its ability to perform its obligations hereunder.

11.    Default; Remedies. An Event of Default shall occur hereunder if the Guarantor shall fail to pay or perform any of its
covenants, agreements and obligations hereunder, or if any representation or warranty contained herein shall prove to be untrue or
incorrect in any material respect. When any Event of Default hereunder has occurred and is continuing, the Lender may exercise any
of the rights and remedies provided for herein or in any of the other Loan Documents, or provided to it by law, including, without
limitation, the right of setoff.

12.    Enforcement Costs and Interest. If: (i) this Guaranty is placed in the hands of one or more attorneys for collection or is
collected through any legal proceeding; (ii) one or more attorneys is retained to represent the Lender in any bankruptcy, reorganization,
receivership or other proceedings affecting creditors’ rights and involving a claim under this Guaranty, or (iii) one or more attorneys is
retained to represent the Lender in any other proceedings whatsoever in connection with this Guaranty, then the Guarantor shall pay to
the Lender upon demand all fees, costs and expenses incurred by the Lender in connection therewith, including, without limitation,
reasonable attorney’s fees, court costs and filing fees, in addition to all other amounts due hereunder. Amounts due from the Guarantor
under this Guaranty shall bear interest until paid at the Default Rate.
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13.    Successors and Assigns; Joint and Several Liability. This Guaranty shall inure to the benefit of the Lender and its
successors and assigns. This Guaranty shall be binding on the Guarantor and the heirs, legatees, successors and assigns of the
Guarantor. If this Guaranty is executed by more than one Guarantor, it shall be the joint and several undertaking of each of the
undersigned. Regardless of whether this Guaranty is executed by more than one Guarantor, it is agreed that the liability of the
undersigned hereunder is several and independent of any other guarantees or other obligations at any time in effect with respect to the
Guaranteed Obligations or any part thereof and that the liability of the Guarantor hereunder may be enforced regardless of the
existence, validity, enforcement or non‑enforcement of any such other guarantees or other obligations.

14.    No Waiver of Rights. No delay or failure on the part of the Lender to exercise any right, power or privilege under this
Guaranty or any of the other Loan Documents shall operate as a waiver thereof, and no single or partial exercise of any right, power or
privilege shall preclude any other or further exercise thereof or the exercise of any other power or right, or be deemed to establish a
custom or course of dealing or performance between the parties hereto. The rights and remedies herein provided are cumulative and
not exclusive of any rights or remedies provided by law. No notice to or demand on the Guarantor in any case shall entitle the
Guarantor to any other or further notice or demand in the same, similar or other circumstance.

15.    Prior Agreements; No Reliance; Modification. This Guaranty shall represent the entire, integrated agreement between
the parties hereto relating to the subject matter hereof, and shall supersede all prior negotiations, representations or agreements
pertaining thereto, either oral or written. The Guarantor acknowledges that it is executing this Guaranty without relying on any
statements, representations or warranties, either oral or written, that are not expressly set forth herein. The terms of this Guaranty may
be waived, discharged, or terminated only by an instrument in writing signed by the party against which enforcement of the change,
waiver, discharge or termination is sought. No amendment, modification, waiver or other change of any of the terms of this Guaranty
shall be effective without the prior written consent of the Lender.

16.    Joinder. Any action to enforce this Guaranty may be brought against the Guarantor without any joinder of the Borrower,
or any other guarantor of the Guaranteed Obligations in such action.

17.    Incorporation of Recitals. The Recitals to this Guaranty are hereby incorporated into and made a part of this Guaranty.

18.    Severability. If any provision of this Guaranty is deemed to be invalid by reason of the operation of law, or by reason of
the interpretation placed thereon by any administrative agency or any court, the Guarantor and the Lender shall negotiate an equitable
adjustment in the provisions of the same in order to effect, to the maximum extent permitted by law, the purpose of this Guaranty and
the validity and enforceability of the remaining provisions, or portions or applications thereof, shall not be affected thereby and shall
remain in full force and effect.

19.    Applicable Law. This Guaranty is governed as to validity, interpretation, effect and in all other respects by laws and
decisions of the State of Illinois.
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20.    Captions. The captions and headings of various Sections of this Guaranty pertaining hereto are for convenience only and
are not to be considered as defining or limiting in any way the scope or intent of the provisions hereof.

21.    Execution of Counterparts; Electronic Signatures. This Guaranty may be executed in any number of counterparts and
by the different parties hereto on separate counterparts and each such counterpart shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same document. Receipt of an executed signature page to this Guaranty by
facsimile or other electronic transmission shall constitute effective delivery thereof. An electronic record of this executed Guaranty
maintained by the Lender shall be deemed to be an original.

22.    Construction. Each party to this Guaranty and legal counsel to each party have participated in the drafting of this
Guaranty, and accordingly the general rule of construction to the effect that any ambiguities in a contract are to be resolved against the
party drafting the contract shall not be employed in the construction and interpretation of this Guaranty.

23.    Notice. All notices and other communications provided for in this Guaranty (“Notices”) shall be in writing. The “Notice
Addresses” of the parties for purposes of this Guaranty are as follows:

Guarantor:  

AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW
Suite 355
Atlanta, Georgia 30305
Attention: William McBride III

With a copy to:  

Holt Ney Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention: Gregory P. Youra

Lender:  

The PrivateBank and Trust Company
120 South LaSalle Street
Chicago, Illinois 60603
Attention: Amy K. Hallberg

With a copy to:  

Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
Attention: Alvin L. Kruse

or such other address as a party may designate by notice duly given in accordance with this Section to the other parties. A Notice to a
party shall be effective when delivered to such party’s Notice Address by any means, including, without limitation, personal delivery
by the party giving the Notice, delivery by United States regular, certified or registered mail, or delivery by a commercial courier or
delivery service. If the Notice Address of a party includes a facsimile number or electronic mail address, Notice given by facsimile or
electronic mail shall be effective when delivered at such facsimile number or email address. If delivery of a Notice is refused, it shall be
deemed to have been delivered at the time of such refusal of delivery. The party
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giving a Notice shall have the burden of establishing the fact and date of delivery or refusal of delivery of a Notice.

24.    Litigation Provisions.

(a)    THE GUARANTOR CONSENTS AND SUBMITS TO THE JURISDICTION OF ANY STATE OR
FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL COURT LOCATED
OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE FACILITY IS LOCATED, IN WHICH ANY LEGAL
PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO THIS GUARANTY.

(b)    THE GUARANTOR AGREES THAT ANY LEGAL PROCEEDING RELATING TO THIS GUARANTY
MAY BE BROUGHT AGAINST THE GUARANTOR IN ANY STATE OR FEDERAL COURT LOCATED IN
CHICAGO, ILLINOIS, OR ANY STATE OR FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE
COUNTY IN WHICH THE FACILITY IS LOCATED. THE GUARANTOR WAIVES ANY OBJECTION TO VENUE
IN ANY SUCH COURT AND WAIVES ANY RIGHT THE GUARANTOR MAY HAVE TO TRANSFER OR CHANGE
THE VENUE FROM ANY SUCH COURT.

(c)    THE GUARANTOR AGREES THAT THE GUARANTOR WILL NOT COMMENCE ANY LEGAL
PROCEEDING AGAINST THE LENDER RELATING IN ANY MANNER TO THIS GUARANTY IN ANY COURT
OTHER THAN A STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL
PROCEEDING IS COMMENCED BY THE LENDER AGAINST THE GUARANTOR IN A COURT IN ANOTHER
LOCATION, BY WAY OF A COUNTERCLAIM IN SUCH LEGAL PROCEEDING.

(d)    THE GUARANTOR HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL PROCEEDING RELATING
TO THIS GUARANTY.

[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]
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WAIVER OF APPRAISAL RIGHTS . The laws of South Carolina provide that in any real estate foreclosure proceeding a
defendant against whom a personal judgment is taken or asked may within thirty days after the sale of the mortgaged property apply to
the court for an order of appraisal. The statutory appraisal value as approved by the court would be substituted for the high bid and
may decrease the amount of any deficiency owing in connection with the transaction. THE GUARANTOR HEREBY WAIVES
AND RELINQUISHES THE STATUTORY APPRAISAL RIGHTS WHICH MEANS THE HIGH BID AT THE
JUDICIAL FORECLOSURE SALE WILL BE APPLIED TO THE DEBT REGARDLESS OF ANY APPRAISED
VALUE OF THE MORTGAGED PROPERTY.

IN WITNESS WHEREOF, the Guarantor has executed this Guaranty as of the date first above written.

ADCARE HEALTH SYSTEMS, INC.

By /s/ William McBride III                    
William McBride III, Chief Executive Officer

- AdCare South Carolina Owner Loan Guaranty -
- Signature Page -
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     EXHIBIT
10.376

18846489.4                                        (1.1)
01-27-15

After Recording Return to:

Alvin L. Kruse
Elizabeth Pfeiler Marriott
Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603

___________________________________________________________________________
THIS INSTRUMENT SECURES MORTGAGE INDEBTEDNESS UP TO THE MAXIMUM PRINCIPAL SUM OF
$18,600,000.00 AT ANY ONE TIME. THIS INSTRUMENT IS TO BE INDEXED IN THE REAL PROPERTY
RECORDS AS A MORTGAGE, A FIXTURE FILING, AND A FINANCING STATEMENT.

THIS AGREEMENT IS SUBJECT TO ARBITRATION PURSUANT TO THE FEDERAL ARBITRATION ACT
AND/OR §15-48-10 OF THE SOUTH CAROLINA CODE OF LAWS.

MORTGAGE, SECURITY AGREEMENT,
ASSIGNMENT OF RENTS AND LEASES AND FIXTURE FILING

THIS MORTGAGE, SECURITY AGREEMENT, ASSIGNMENT OF RENTS AND LEASES AND FIXTURE
FILING dated as of January 30, 2015 (this “Mortgage”), is executed by GEORGETOWN HC&R PROPERTY HOLDINGS,
LLC, a Georgia limited liability company (the “Mortgagor”), whose address is Two Buckhead Plaza, 3050 Peachtree Road NW,
Suite 355, Atlanta, Georgia 30305, to and for the benefit of THE PRIVATEBANK AND TRUST COMPANY, an Illinois banking
corporation (the “Lender”), whose address is 120 South LaSalle Street, Chicago, Illinois 60603.

RECITALS

A.    Pursuant to the terms and conditions of a Loan Agreement of even date herewith (the “Loan Agreement”) by and among
the Mortgagor, Sumter Valley Property Holdings, LLC, a Georgia limited liability company (the Mortgagor together with Sumter
Valley Property Holdings, LLC, the “Borrowers”) and the Lender, the Lender has agreed to make a loan to the Borrowers in the
maximum principal amount of $9,300,000 (the “Loan”).

B.    The Loan shall be evidenced by a Promissory Note of even date herewith (the “Note”), executed by the Borrowers and
made payable to the order of the Lender, the terms of which Note are hereby incorporated into and made a part of this Mortgage with
the same effect as if set forth in full herein. The Note is in the principal amount of the Loan and is due and
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payable on September 1, 2016 (the “Maturity Date”), except as it may be accelerated pursuant to the terms hereof, or of the Note or
the Loan Agreement or any of the other “Loan Documents” (as defined in the Loan Agreement), and bears interest at variable rates of
interest based on various published rates as set forth in the Note.

C.    A condition precedent to the Lender’s extension of the Loan to the Mortgagor is the execution and delivery by the
Mortgagor of this Mortgage.

AGREEMENTS

FOR GOOD AND VALUABLE CONSIDERATION , including the indebtedness hereby secured, the receipt and
sufficiency of which are hereby acknowledged, the Mortgagor agrees as follows:

The Mortgagor hereby mortgages, grants, bargains, sells, assigns, remises, releases, warrants and conveys to the Lender, its
successors and assigns, and grants a security interest in, the following described property, rights and interests (referred to collectively
herein as the “Premises”), all of which property, rights and interests are hereby pledged primarily and on a parity with the Real Estate
(as defined below) and not secondarily, and as to any portion of the Premises constituting property subject to the “Code” (as defined in
Section 36 of this Mortgage), this Mortgage is intended to be a security agreement under the Code for the purpose of creating hereby a
security interest in such portion of the Premises, which the Mortgagor hereby grants to the Lender as secured party, and with all terms
used below with respect to such portions of the Premises which are defined in the Code to have the meanings provided in the Code:

(a)    The real estate located in the County of Georgetown, State of South Carolina and legally described on Exhibit A
attached hereto and made a part hereof (the “Real Estate”);

(b)    All improvements of every nature whatsoever now or hereafter situated on the Real Estate, and all fixtures and
personal property of every nature whatsoever now or hereafter owned by the Mortgagor and located on, or used in connection
with the Real Estate or the improvements thereon, or in connection with any construction thereon, including all extensions,
additions, improvements, betterments, renewals, substitutions and replacements to any of the foregoing and all of the right, title
and interest of the Mortgagor in and to any such personal property or fixtures together with the benefit of any deposits or
payments now or hereafter made on such personal property or fixtures by the Mortgagor or on its behalf (the
“Improvements”);

(c)    All easements, rights of way, gores of real estate, streets, ways, alleys, passages, sewer rights, waters, water
courses, water rights and powers, and all estates, rights, titles, interests, privileges, liberties, tenements, hereditaments and
appurtenances whatsoever, in any way now or hereafter belonging, relating or appertaining to the Real Estate, and the
reversions, remainders, rents, issues and profits thereof, and all the estate, right, title, interest, property, possession, claim and
demand whatsoever, at law as well as in equity, of the Mortgagor of, in and to the same;

(d)    All rents, revenues, issues, profits, proceeds, income, royalties, accounts, including health-care-insurance
receivables, escrows, letter-of-credit rights, security deposits, impounds, reserves, tax refunds and other rights to monies from
the Premises
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and/or the businesses and operations conducted by the Mortgagor thereon, to be applied against the Indebtedness (as hereinafter
defined); provided, however, that the Mortgagor, so long as no “Event of Default” (as defined in Section 36 of this Mortgage)
has occurred and is continuing hereunder, may collect rent as it becomes due, but not more than one month in advance thereof;

(e)    All interest of the Mortgagor in all leases now or hereafter on the Premises, whether written or oral (each, a
“Lease”, and collectively, the “Leases”), together with all security therefor and all monies payable thereunder, subject,
however, to the conditional permission hereinabove given to the Mortgagor to collect the rentals under any such Lease;

(f)    All fixtures and articles of personal property now or hereafter owned by the Mortgagor and forming a part of or
used in connection with the Real Estate or the Improvements, including, but without limitation, any and all air conditioners,
antennae, appliances, apparatus, awnings, basins, bathtubs, bidets, boilers, bookcases, cabinets, carpets, computer hardware
and software used in the operation of the Premises, coolers, curtains, dehumidifiers, disposals, doors, drapes, dryers, ducts,
dynamos, elevators, engines, equipment, escalators, exercise equipment, fans, fittings, floor coverings, furnaces, furnishings,
furniture, hardware, heaters, humidifiers, incinerators, lighting, machinery, motors, ovens, pipes, plumbing, pumps, radiators,
ranges, recreational facilities, refrigerators, screens, security systems, shades, shelving, sinks, sprinklers, stokers, stoves, toilets,
ventilators, wall coverings, washers, windows, window coverings, wiring, and all renewals or replacements thereof or articles
in substitution therefor, whether or not the same are or shall be attached to the Real Estate or the Improvements in any manner;
it being mutually agreed that all of the aforesaid property owned by the Mortgagor and placed on the Real Estate or the
Improvements, so far as permitted by law, shall be deemed to be fixtures, a part of the realty, and security for the Indebtedness
(as hereinafter defined); notwithstanding the agreement hereinabove expressed that certain articles of property form a part of the
realty covered by this Mortgage and be appropriated to its use and deemed to be realty, to the extent that such agreement and
declaration may not be effective and that any of said articles may constitute goods (as such term is used in the Code), this
instrument shall constitute a security agreement, creating a security interest in such goods, as collateral, in the Lender, as
secured party, and the Mortgagor, as debtor, all in accordance with the Code;

(g)    All of the Mortgagor’s interests in general intangibles including payment intangibles and software now owned or
hereafter acquired and related to the Premises, including, without limitation, all of the Mortgagor’s right, title and interest in and
to: (i) all agreements, licenses, permits and contracts to which the Mortgagor is or may become a party and which relate to the
Premises; (ii) all obligations and indebtedness owed to the Mortgagor thereunder; (iii) all intellectual property related to the
Premises; and (iv) all choses in action and causes of action relating to the Premises;

(h)    All of the Mortgagor’s accounts now owned or hereafter created or acquired which relate to the Premises or the
businesses and operations conducted thereon, including, without limitation, all of the following now owned or hereafter created
or acquired by the Mortgagor: (i) accounts, contract rights, health-care-insurance receivables, book debts, notes, drafts, and
other obligations or indebtedness owing to the Mortgagor arising from the sale, lease or exchange of goods or other property
and/

- A3 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



or the performance of services; (ii) the Mortgagor’s rights in, to and under all purchase orders for goods, services or other
property; (iii) the Mortgagor’s rights to any goods, services or other property represented by any of the foregoing; (iv) monies
due or to become due to the Mortgagor under all contracts for the sale, lease or exchange of goods or other property and/or the
performance of services including the right to payment of any interest or finance charges in respect thereto (whether or not yet
earned by performance on the part of the Mortgagor); (v) securities, investment property, financial assets and securities
entitlements; (vi) proceeds of any of the foregoing and all collateral security and guaranties of any kind given by any person or
entity with respect to any of the foregoing; and (vii) all warranties, guarantees, permits and licenses in favor of the Mortgagor
with respect to the Premises; and

(i)    All proceeds of the foregoing, including, without limitation, all judgments, awards of damages and settlements
hereafter made resulting from condemnation proceeds or the taking of the Premises or any portion thereof under the power of
eminent domain, any proceeds of any policies of insurance, maintained with respect to the Premises or proceeds of any sale,
option or contract to sell the Premises or any portion thereof.

TO HAVE AND TO HOLD  the Premises, unto the Lender, its successors and assigns, forever, for the purposes and
upon the uses herein set forth together with all right to possession of the Premises after the occurrence and during the
continuance of any Event of Default under this Mortgage.

FOR THE PURPOSE OF SECURING the following (collectively, the “Indebtedness”):

(i)    The payment by the Borrowers of the Loan and all interest, late charges, LIBOR breakage charges, prepayment
premium, if any, exit fee, if any, interest rate swap or hedge expenses, if any, reimbursement obligations, fees and expenses for
letters of credit issued by the Lender for the account of the Borrowers, if any, and other indebtedness evidenced by or owing
under the Note, any of the other Loan Documents, and any application for letters of credit and master letter of credit agreement,
together with any renewals, extensions, replacements, amendments, modifications and refinancings of any of the foregoing;

(ii)    The performance and observance of the covenants, conditions, agreements, representations, warranties and other
liabilities and obligations of the Borrowers or any other obligor to or benefiting the Lender which are evidenced or secured by
or otherwise provided in the Note, this Mortgage or any of the other Loan Documents;

(iii)    Any and all obligations, contingent or otherwise, whether now existing or hereafter arising, of the Borrowers
arising under or in connection with all Bank Product Obligations and all Bank Product Agreements to which the Lender is a
party, including, without limitation, all Hedging Transactions and Hedging Agreements to which the Lender is a party (as each
capitalized term used in this paragraph is defined in Section 36 hereof);
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(iv)    The reimbursement to the Lender of any and all sums incurred, expended or advanced by the Lender pursuant to
any term or provision of or constituting additional indebtedness under or secured by this Mortgage, any of the other Loan
Documents, any such Bank Product Obligations and Bank Product Agreements or any application for letters of credit and
master letter of credit agreement, with interest thereon as provided herein or therein; and

(v)    In accordance with Section 29-3-50 of the Code of Laws of South Carolina 1976, as may be amended from time to
time, the full and punctual payment when due of all future advances and readvances that may subsequently be made to the
Mortgagor or the Borrowers by the Lender, evidenced by the Loan Agreement, the Note, or any other promissory notes, and
all renewals and extensions thereof (“Future Advances”); provided, however, that nothing contained herein shall create an
obligation on the part of the Lender to make future advances or readvances to the Mortgagor or the Borrowers. THE
MAXIMUM AMOUNT OF ALL INDEBTEDNESS OUTSTANDING AT ANY ONE TIME SECURED HEREBY NOT
TO EXCEED $18,600,000.00, plus interest thereon and all charges and expenses of collection incurred by the Lender,
including court costs and reasonable attorneys’ fees.

PROVIDED, HOWEVER, that if the Borrowers shall pay the principal and all interest as provided in the Note, and if all
other sums secured hereby are paid, and if the Mortgagor shall pay all other sums herein provided for, and shall well and truly keep
and perform all of the covenants herein contained, then this conveyance shall be null and void and may be cancelled of record at the
request and at the cost of the Mortgagor, otherwise to remain in full force and effect.

IT IS FURTHER UNDERSTOOD AND AGREED THAT:

1.    Title. The Mortgagor represents, warrants and covenants that (a) the Mortgagor is the owner and holder of the fee simple
title to the Premises, free and clear of all liens and encumbrances, except those conveyances, liens and encumbrances in favor of the
Lender and except for “Permitted Exceptions” (as defined in the Loan Agreement); and (b) the Mortgagor has legal power and
authority to convey, mortgage and encumber the Premises.

2.    Maintenance, Repair, Restoration, Prior Liens, Parking. The Mortgagor covenants that, so long as any portion of the
Indebtedness remains unpaid, the Mortgagor will:

(a)    Promptly repair, restore or rebuild any Improvements now or hereafter on the Premises which may become
damaged or be destroyed to a condition substantially similar to the condition immediately prior to such damage or destruction,
whether or not proceeds of insurance are available or sufficient for the purpose;

(b)    Keep the Premises in good condition and repair, without waste, and free from mechanics’, materialmen’s or like
liens or claims or other liens or claims for lien (other than Permitted Exceptions and subject to the Mortgagor’s right to contest
liens as permitted by the terms of Section 26 hereof);

(c)    Pay when due the Loan in accordance with the terms of the Note and the other Loan Documents and duly perform
and observe all of the terms, covenants and
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conditions to be observed and performed by the Mortgagor under the Note, this Mortgage and the other Loan Documents;

(d)    Pay when due any indebtedness which may be secured by a permitted lien or charge on the Premises on a parity
with, superior to or inferior to this Mortgage, and upon request exhibit satisfactory evidence of the discharge of such lien to the
Lender (subject to the Mortgagor’s right to contest liens as permitted by the terms of Section 26 hereof);

(e)    Complete within a reasonable time any improvements at any time in the process of erection upon the Premises;

(f)    Comply with all requirements of law, municipal ordinances or restrictions and covenants of record with respect to
the Premises and the use thereof;

(g)    Obtain and maintain in full force and effect, and abide by and satisfy the material terms and conditions of, all
material permits, licenses, registrations and other authorizations with or granted by any governmental authorities that may be
required from time to time with respect to the performance of the Mortgagor’s obligations under this Mortgage;

(h)    Make no material alterations in the Premises or demolish any portion of the Premises without the Lender’s prior
written consent, except as required by law or municipal ordinance;

(i)    Suffer or permit no change in the use or general nature of the occupancy of the Premises, without the Lender’s prior
written consent;

(j)    Pay when due all operating costs of the Premises;

(k)    Not initiate or acquiesce in any zoning reclassification with respect to the Premises, without the Lender’s prior
written consent;

(l)    Provide and thereafter maintain adequate parking areas within the Premises as may be required by law, ordinance
or regulation (whichever may be greater), together with any sidewalks, aisles, streets, driveways and sidewalk cuts and
sufficient paved areas for ingress, egress and right of way to and from the adjacent public thoroughfares necessary or desirable
for the use thereof; and

(m)    Comply with, and cause the Premises at all times to be operated in compliance with, all applicable federal, state,
local and municipal environmental, health and safety laws, statutes, ordinances, rules and regulations.

3.    Payment of Taxes and Assessments . The Mortgagor will pay when due and before any penalty attaches, all general and
special taxes, assessments, water charges, sewer charges, and other fees, taxes, charges and assessments of every kind and nature
whatsoever (all herein generally called “Taxes”), whether or not assessed against the Mortgagor, if applicable to the Premises or any
interest therein, or the Indebtedness, or any obligation or agreement secured hereby, subject to the Mortgagor’s right to contest the
same, as provided by the terms hereof; and the Mortgagor will, upon written request, furnish to the Lender duplicate receipts therefor
within 10 days after the Lender’s request.
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4.    Tax Deposits. If requested by the Lender, the Mortgagor shall deposit with the Lender, on the first day of each month until
the Indebtedness is fully paid, a sum equal to 1/12th of 105% of the most recent ascertainable annual Taxes on the Premises. If
requested by the Lender, the Mortgagor shall also deposit with the Lender an amount of money which, together with the aggregate of
the monthly deposits to be made pursuant to the preceding sentence as of one month prior to the date on which the next installment of
annual Taxes for the current calendar year become due, shall be sufficient to pay in full such installment of annual Taxes, as estimated
by the Lender. Such deposits are to be held without any allowance of interest and are to be used for the payment of Taxes next due and
payable when they become due. So long as no Event of Default under this Mortgage shall exist, the Lender shall, at its option, pay
such Taxes when the same become due and payable (upon submission of appropriate bills therefor from the Mortgagor) or shall release
sufficient funds to the Mortgagor for the payment thereof. If the funds so deposited are insufficient to pay any such Taxes for any year
(or installments thereof, as applicable) when the same shall become due and payable, the Mortgagor shall, within 10 days after receipt
of written demand therefor, deposit additional funds as may be necessary to pay such Taxes in full. If the funds so deposited exceed the
amount required to pay such Taxes for any year, the excess shall be applied toward subsequent deposits. Said deposits need not be
kept separate and apart from any other funds of the Lender. The Lender, in making any payment hereby authorized relating to Taxes,
may do so according to any bill, statement or estimate procured from the appropriate public office without inquiry into the accuracy of
such bill, statement or estimate or into the validity of any tax, assessment, sale, forfeiture, tax lien or title or claim thereof. The Lender
shall not exercise its right to require such deposits so long as the Borrower has paid all Taxes when due.

5.    Lender’s Interest In and Use of Deposits. Upon an Event of Default under this Mortgage, the Lender may, at its option,
apply any monies at the time on deposit pursuant to Section 4 hereof to cure any Event of Default under this Mortgage or to pay any of
the Indebtedness in such order and manner as the Lender may elect. If such deposits are used to cure an Event of Default or pay any of
the Indebtedness, the Mortgagor shall immediately, upon demand by the Lender, deposit with the Lender an amount equal to the
amount so used from the deposits. When the Indebtedness has been fully paid, any remaining deposits shall be returned to the
Mortgagor. Such deposits are hereby pledged as additional security for the Indebtedness and shall not be subject to the direction or
control of the Mortgagor. The Lender shall not be liable for any failure to apply to the payment of Taxes any amount so deposited
unless the Mortgagor, prior to an Event of Default under this Mortgage, shall have requested the Lender in writing to make application
of such funds to the payment of such amounts, accompanied by the bills for such Taxes. The Lender shall not be liable for any act or
omission taken in good faith or pursuant to the instruction of any party.

6.    Insurance.

(a)    The Mortgagor shall at all times keep all buildings, improvements, fixtures and articles of personal property now or
hereafter situated on the Premises insured against loss or damage by fire and such other hazards as may reasonably be required by the
Lender, in accordance with the terms, coverages and provisions described in the Loan Agreement, and such other insurance as the
Lender may from time to time reasonably require. Unless the Mortgagor provides the Lender evidence of the insurance coverages
required hereunder, the Lender may purchase insurance at the Mortgagor’s expense to cover the Lender’s interest in the Premises. The
insurance may, but need not, protect the Mortgagor’s interest. The coverages
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that the Lender purchases may not pay any claim that the Mortgagor makes or any claim that is made against the Mortgagor in
connection with the Premises. The Mortgagor may later cancel any insurance purchased by the Lender, but only after providing the
Lender with evidence that the Mortgagor has obtained insurance as required by this Mortgage. If the Lender purchases insurance for
the Premises, the Mortgagor will be responsible for the costs of such insurance, including, without limitation, interest and any other
charges which the Lender may impose in connection with the placement of the insurance, until the effective date of the cancellation or
expiration of the insurance. The costs of the insurance may be added to the Indebtedness. The cost of the insurance may be more than
the cost of insurance the Mortgagor may be able to obtain on its own.

(b)    The Mortgagor shall not take out separate insurance concurrent in form or contributing in the event of loss with that
required to be maintained hereunder unless the Lender is included thereon as the loss payee or an additional insured as applicable,
under a standard mortgage clause acceptable to the Lender and such separate insurance is otherwise acceptable to the Lender.

(c)    In the event of loss, the Mortgagor shall give prompt notice thereof to the Lender, and the Lender shall have the sole and
absolute right to make proof of loss. The Lender shall have the right, at its option and in its sole discretion, to apply any insurance
proceeds arising from such loss, after the payment of all of the Lender’s expenses, either (i) on account of the Indebtedness,
irrespective of whether such principal balance is then due and payable, whereupon the Lender may declare the whole of the balance of
Indebtedness to be due and payable, or (ii) to the restoration or repair of the property damaged as provided in paragraph (d) of this
Section. If insurance proceeds are made available to the Mortgagor by the Lender as hereinafter provided, the Mortgagor shall repair,
restore or rebuild the damaged or destroyed portion of the Premises so that the condition and value of the Premises are substantially the
same as the condition and value of the Premises prior to being damaged or destroyed. Any insurance proceeds applied on account of
the unpaid principal balance of the Note shall be subject to the prepayment provisions contained in the Loan Agreement and the Note.
In the event of foreclosure of this Mortgage, all right, title and interest of the Mortgagor in and to any insurance policies then in force
shall pass to the purchaser at the foreclosure sale.

(d)    If insurance proceeds are made available by the Lender to the Mortgagor, the following provisions shall apply:

(i)    Before commencing to repair, restore or rebuild following damage to, or destruction of, all or a portion of the
Improvements, whether by fire or other casualty, the Mortgagor shall obtain from the Lender its approval of all site and
building plans and specifications pertaining to such repair, restoration or rebuilding.

(ii)    Prior to each payment or application of any insurance proceeds to the repair or restoration of such Improvements
(which payment or application may be made, at the Lender’s option, through an escrow, the terms and conditions of which are
satisfactory to the Lender and the cost of which is to be borne by the Mortgagor), the Lender shall be satisfied as to the
following:

(A)    No “Default” (as defined in Section 36 of this Mortgage) or Event of Default under this Mortgage has
occurred and is continuing;
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(B)    Either such Improvements have been fully restored, or the expenditure of money as may be received from
such insurance proceeds will be sufficient to repair, restore or rebuild the Premises, free and clear of all liens, claims and
encumbrances, except the lien of this Mortgage and the Permitted Exceptions, or, if such insurance proceeds shall be
insufficient to repair, restore and rebuild the Premises, the Mortgagor has deposited with the Lender such amount of
money which, together with the insurance proceeds shall be sufficient to restore, repair and rebuild the Premises; and

(C)    Prior to each disbursement of any such proceeds, the Lender shall be furnished with a statement of the
Lender’s architect (the cost of which shall be borne by the Mortgagor), certifying the extent of the repair and restoration
completed to the date thereof, and that such repairs, restoration, and rebuilding have been performed to date in
conformity with the plans and specifications approved by the Lender and with all statutes, regulations or ordinances
(including building and zoning ordinances) affecting the Premises; and the Lender shall be furnished with appropriate
evidence of payment for labor or materials furnished to the Premises, and total or partial lien waivers substantiating such
payments.

(iii)    If the Mortgagor shall fail to restore, repair or rebuild such Improvements within a time deemed satisfactory by the
Lender, then the Lender, at its option, may (A) commence and perform all necessary acts to restore, repair or rebuild such
Improvements for or on behalf of the Mortgagor, or (B) declare an Event of Default under this Mortgage. If insurance proceeds
shall exceed the amount necessary to complete the repair, restoration or rebuilding of such Improvements, such excess shall be
applied on account of the Indebtedness, irrespective of whether such Indebtedness is then due and payable without payment of
any premium or penalty.

7.    Condemnation. If all or any part of the Premises are damaged, taken or acquired, either temporarily or permanently, in any
condemnation proceeding, or by exercise of the right of eminent domain, the amount of any award or other payment for such taking or
damages made in consideration thereof, to the extent of the full amount of the remaining unpaid Indebtedness, is hereby assigned to the
Lender, who is empowered to collect and receive the same and to give proper receipts therefor in the name of the Mortgagor and the
same shall be paid forthwith to the Lender. Such award or monies shall be applied on account of the Indebtedness, irrespective of
whether such Indebtedness is then due and payable and, at any time from and after the taking the Lender may declare the whole of the
balance of the Indebtedness to be due and payable. Notwithstanding the provisions of this Section to the contrary, if any condemnation
or taking of less than the entire Premises occurs, such award or monies shall be applied, at the option of the Lender and in its sole
discretion, either (i) on account of the Indebtedness as provided above, or (ii) to any necessary restoration or repair of the remaining
property, on the terms contained in Section 6(d) hereof.

8.    Stamp Tax. If, by the laws of the United States of America, or of any state or political subdivision having jurisdiction over
the Mortgagor, any tax is due or becomes due in respect of the execution and delivery of this Mortgage, the Note or any of the other
Loan Documents, the Mortgagor shall pay such tax in the manner required by any such law. The Mortgagor further agrees to
reimburse the Lender for any sums which the Lender may expend by reason of the imposition of any such tax. Notwithstanding the
foregoing, the Mortgagor shall not be required to pay any income or franchise taxes of the Lender.
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9.    Lease and Rent Assignment. The Mortgagor acknowledges that, concurrently herewith, the Mortgagor has executed and
delivered to the Lender, as additional security for the repayment of the Loan, an Assignment of Rents and Leases (the “Assignment”)
pursuant to which the Mortgagor has assigned to the Lender interests in the leases of the Premises and the rents and income from the
Premises. All of the provisions of the Assignment are hereby incorporated herein as if fully set forth at length in the text of this
Mortgage. The Mortgagor agrees to abide by all of the provisions of the Assignment.

10.    Effect of Extensions of Time and Other Changes. If the payment of the Indebtedness or any part thereof is extended or
varied, if any part of any security for the payment of the Indebtedness is released, if the rate of interest charged under the Note is
changed or if the time for payment thereof is extended or varied, all persons now or at any time hereafter liable therefor, or interested in
the Premises or having an interest in the Mortgagor, shall be held to assent to such extension, variation, release or change and their
liability and the lien and all of the provisions hereof shall continue in full force, any right of recourse against all such persons being
expressly reserved by the Lender, notwithstanding such extension, variation, release or change.

11.    Effect of Changes in Laws Regarding Taxation. If any law is enacted after the date hereof requiring (a) the deduction
of any lien on the Premises from the value thereof for the purpose of taxation or (b) the imposition upon the Lender of the payment of
the whole or any part of the Taxes, charges or liens herein required to be paid by the Mortgagor, or (c) a change in the method of
taxation of mortgages, deeds of trust or debts secured by mortgages or deeds of trust or the Lender’s interest in the Premises, or the
manner of collection of taxes, so as to affect this Mortgage or the Indebtedness or the holders thereof, then the Mortgagor, upon
demand by the Lender, shall pay such Taxes or charges, or reimburse the Lender therefor; provided, however, that the Mortgagor shall
not be deemed to be required to pay any income or franchise taxes of the Lender. Notwithstanding the foregoing, if in the opinion of
counsel for the Lender it is or may be unlawful to require the Mortgagor to make such payment or the making of such payment might
result in the imposition of interest beyond the maximum amount permitted by law, then the Lender may declare all of the Indebtedness
to be immediately due and payable.

12.    Lender’s Performance of Defaulted Acts and Expenses Incurred by Lender .  If an Event of Default under this
Mortgage has occurred and is continuing, the Lender may, but need not, make any payment or perform any act herein required of the
Mortgagor in any form and manner deemed expedient by the Lender, and may, but need not, make full or partial payments of principal
or interest on prior encumbrances, if any, and purchase, discharge, compromise or settle any tax lien or other prior lien or title or claim
thereof, or redeem from any tax sale or forfeiture affecting the Premises or consent to any tax or assessment or cure any default of the
Mortgagor in any lease of the Premises. All monies paid for any of the purposes herein authorized and all expenses paid or incurred in
connection therewith, including reasonable attorneys’ fees, and any other monies advanced by the Lender in regard to any tax referred
to in Section 8 hereof or to protect the Premises or the lien hereof, shall be so much additional Indebtedness, and shall become
immediately due and payable by the Mortgagor to the Lender, upon demand, and with interest thereon accruing from the date of such
demand until paid at the “Default Rate” (as defined in the Note or the Loan Agreement). In addition to the foregoing, any costs,
expenses and fees, including reasonable attorneys’ fees, incurred by the Lender in connection with (a) sustaining the lien of this
Mortgage or its priority, (b) protecting or enforcing
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any of the Lender’s rights hereunder, (c) recovering any Indebtedness, (d) any litigation or proceedings affecting the Note, this
Mortgage, any of the other Loan Documents or the Premises, including without limitation, bankruptcy and probate proceedings, or (e)
preparing for the commencement, defense or participation in any threatened litigation or proceedings affecting the Note, this Mortgage,
any of the other Loan Documents or the Premises, shall be so much additional Indebtedness, and shall become immediately due and
payable by the Mortgagor to the Lender, upon demand, and with interest thereon accruing from the date of such demand until paid at
the Default Rate. The interest accruing under this Section shall be immediately due and payable by the Mortgagor to the Lender, and
shall be additional Indebtedness evidenced by the Note and secured by this Mortgage. The Lender’s failure to act shall never be
considered as a waiver of any right accruing to the Lender on account of any Event of Default under this Mortgage or any of the other
Loan Documents. Should any amount paid out or advanced by the Lender hereunder, or pursuant to any agreement executed by the
Mortgagor in connection with the Loan, be used directly or indirectly to pay off, discharge or satisfy, in whole or in part, any lien or
encumbrance upon the Premises or any part thereof, then the Lender shall be subrogated to any and all rights, equal or superior titles,
liens and equities, owned or claimed by any owner or holder of said outstanding liens, charges and indebtedness, regardless of whether
said liens, charges and indebtedness are acquired by assignment or have been released of record by the holder thereof upon payment.

13.    Security Agreement. The Mortgagor and the Lender agree that this Mortgage shall constitute a Security Agreement
within the meaning of the Code with respect to (a) all sums at any time on deposit for the benefit of the Mortgagor or held by the
Lender (whether deposited by or on behalf of the Mortgagor or anyone else) pursuant to any of the provisions of this Mortgage or the
other Loan Documents, and (b) any personal property included in the granting clauses of this Mortgage, which personal property may
not be deemed to be affixed to the Premises or may not constitute a “fixture” (within the meaning of the Code and which property is
hereinafter referred to as “Personal Property”), and all replacements of, substitutions for, additions to, and the proceeds thereof, and
the supporting obligations (as defined in the Code) (all of said Personal Property and the replacements, substitutions and additions
thereto and the proceeds thereof being sometimes hereinafter collectively referred to as “Collateral”), and that a security interest in and
to the Collateral is hereby granted to the Lender, and the Collateral and all of the Mortgagor’s right, title and interest therein are hereby
assigned to the Lender, all to secure payment of the Indebtedness. All of the provisions contained in this Mortgage pertain and apply to
the Collateral as fully and to the same extent as to any other property comprising the Premises; and the following provisions of this
Section shall not limit the applicability of any other provision of this Mortgage but shall be in addition thereto:

(a)    The Mortgagor (being the Debtor as that term is used in the Code) is and will be the true and lawful owner of the
Collateral and has rights in and the power to transfer the Collateral, subject to no liens, charges or encumbrances other than the
lien of this Mortgage, other liens and encumbrances benefiting the Lender and no other party, and liens and encumbrances, if
any, expressly permitted by the other Loan Documents.

(b)    The Collateral is to be used by the Mortgagor solely for business purposes.

(c)    The Collateral will be kept at the Real Estate and, except for Collateral no longer useful in connection with the
operation of the Real Estate, provided that prior to the sale or other disposition thereof, such Collateral has been replaced by
property of at least equal value and utility and which is subject to the lien of this Mortgage, will not
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be removed therefrom without the consent of the Lender (being the Secured Party as that term is used in the Code). The
Collateral may be affixed to the Real Estate but will not be affixed to any other real estate.

(d)    The only persons having any interest in the Premises are the Mortgagor, the Lender and holders of interests, if any,
expressly permitted hereby.

(e)    No Financing Statement (other than Financing Statements showing the Lender as the sole secured party, or with
respect to liens or encumbrances, if any, expressly permitted hereby) covering any of the Collateral or any proceeds thereof is
on file in any public office except pursuant hereto; and the Mortgagor, at the Mortgagor’s own cost and expense, upon demand,
will furnish to the Lender such further information and will execute and deliver to the Lender such financing statements and
other documents in form satisfactory to the Lender and will do all such acts as the Lender may request at any time or from time
to time or as may be necessary or appropriate to establish and maintain a perfected security interest in the Collateral as security
for the Indebtedness, subject to no other liens or encumbrances, other than liens or encumbrances benefiting the Lender and no
other party, and liens and encumbrances (if any) expressly permitted hereby; and the Mortgagor will pay the cost of filing or
recording such financing statements or other documents, and this instrument, in all public offices wherever filing or recording is
deemed by the Lender to be desirable. The Mortgagor hereby irrevocably authorizes the Lender at any time, and from time to
time, to file in any jurisdiction any initial financing statements and amendments thereto, without the signature of the Mortgagor,
that (i) indicate the Collateral (A) is comprised of all assets of the Mortgagor or words of similar effect, regardless of whether
any particular asset comprising a part of the Collateral falls within the scope of Article 9 of the Uniform Commercial Code of
the jurisdiction wherein such financing statement or amendment is filed, or (B) as being of an equal or lesser scope or within
greater detail as the grant of the security interest set forth herein, and (ii) contain any other information required by the Uniform
Commercial Code of the jurisdiction wherein such financing statement or amendment is filed regarding the sufficiency or filing
office acceptance of any financing statement or amendment, including (A) whether the Mortgagor is an organization, the type
of organization and any organizational identification number issued to the Mortgagor, and (B) in the case of a financing
statement filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of
the real property to which the Collateral relates. The Mortgagor agrees to furnish any such information to the Lender promptly
upon request. The Mortgagor further ratifies and affirms its authorization for any financing statements and/or amendments
thereto, executed and filed by the Lender in any jurisdiction prior to the date of this Mortgage. In addition, the Mortgagor shall
make appropriate entries on its books and records disclosing the Lender’s security interests in the Collateral.

(f)    Upon and during the continuance of an Event of Default under this Mortgage, the Lender shall have the remedies
of a secured party under the Code, including, without limitation, the right to take immediate and exclusive possession of the
Collateral, or any part thereof, and for that purpose, so far as the Mortgagor can give authority therefor, with or without judicial
process, may enter (if this can be done without breach of the peace) upon any place which the Collateral or any part thereof
may be situated and remove the same therefrom (provided that if the Collateral is affixed to real
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estate, such removal shall be subject to the conditions stated in the Code); and the Lender shall be entitled to hold, maintain,
preserve and prepare the Collateral for sale, until disposed of, or may propose to retain the Collateral subject to the Mortgagor’s
right of redemption in satisfaction of the Mortgagor’s obligations, as provided in the Code. The Lender may render the
Collateral unusable without removal and may dispose of the Collateral on the Premises. The Lender may require the Mortgagor
to assemble the Collateral and make it available to the Lender for its possession at a place to be designated by the Lender which
is reasonably convenient to both parties. The Lender will give the Mortgagor at least 10 days’ notice of the time and place of
any public sale of the Collateral or of the time after which any private sale or any other intended disposition thereof is made.
The requirements of reasonable notice shall be met if such notice is mailed, by certified United States mail or equivalent,
postage prepaid, to the address of the Mortgagor hereinafter set forth at least 10 days before the time of the sale or disposition.
The Lender may buy at any public sale. The Lender may buy at private sale if the Collateral is of a type customarily sold in a
recognized market or is of a type which is the subject of widely distributed standard price quotations. Any such sale may be
held in conjunction with any foreclosure sale of the Premises. If the Lender so elects, the Premises and the Collateral may be
sold as one lot. The net proceeds realized upon any such disposition, after deduction for the expenses of retaking, holding,
preparing for sale, selling and the reasonable attorneys’ fees and legal expenses incurred by the Lender, shall be applied against
the Indebtedness in such order or manner as the Lender shall select. The Lender will account to the Mortgagor for any surplus
realized on such disposition.

(g)    The terms and provisions contained in this Section, unless the context otherwise requires, shall have the meanings
and be construed as provided in the Code.

(h)    This Mortgage is intended to be a financing statement filed as a fixture filing pursuant to Section 36-9-502(c) of the
Code, as adopted in the State of South Carolina. The addresses of the Mortgagor (Debtor) and the Lender (Secured Party) are
hereinbelow set forth. This Mortgage is to be filed for recording in appropriate public records of the county or counties where
the Premises are located. The Mortgagor is the record owner of the Premises.

(i)    To the extent permitted by applicable law, the security interest created hereby is specifically intended to cover all
Leases between the Mortgagor or its agents as lessor, and various tenants named therein, as lessee, including all extended terms
and all extensions and renewals of the terms thereof, as well as any amendments to or replacement of said Leases, together with
all of the right, title and interest of the Mortgagor, as lessor thereunder.

(j)    The Mortgagor represents and warrants that: (i) the Mortgagor is the record owner of the Premises; (ii) the
Mortgagor’s chief executive office is located in the State of Georgia; (iii) the Mortgagor’s state of organization is the State of
Georgia; and (iv) the Mortgagor’s exact legal name is as set forth on Page 1 of this Mortgage.

(k)    The Mortgagor hereby agrees that: (i) where Collateral is in possession of a third party, the Mortgagor will join
with the Lender in notifying the third party of the Lender’s interest and obtaining an acknowledgment from the third party that
it is holding the Collateral for the benefit of the Lender; (ii) the Mortgagor will cooperate
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with the Lender in obtaining control with respect to Collateral consisting of: deposit accounts, investment property, letter of
credit rights and electronic chattel paper; and (iii) until the Indebtedness is paid in full, the Mortgagor will not change the state
where it is located or change its name or form of organization without giving the Lender at least 30 days prior written notice in
each instance.

14.    Events of Default; Acceleration. Each of the following shall constitute an Event of Default under this Mortgage:

(a)    The Mortgagor fails to pay any amount payable to the Lender under this Mortgage when any such payment is due
in accordance with the terms hereof.

(b)    The Mortgagor fails to perform or observe, or to cause to be performed or observed, any other obligation,
covenant, term, agreement or provision required to be performed or observed by the Mortgagor under this Mortgage; provided,
however, that:

(i)    If such failure can be cured solely by the payment of money, such failure shall not constitute an Event of
Default unless it shall continue for a period of five days after written notice to the Mortgagor;

(ii)    If such failure cannot be cured solely by the payment of money and does not pose an emergency or
dangerous condition or a material threat to the security for the Loan, such failure shall not constitute an Event of Default
unless it shall continue for a period of 30 days after written notice to the Mortgagor; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured within such 30-day
period, and if such failure is susceptible of cure, it shall not constitute an Event of Default if corrective action is
instituted by the Mortgagor within such 30-day period and is diligently pursued and such failure is cured within 90 days
after the occurrence of such failure;

(c)    The occurrence of an Event of Default under the Loan Agreement, the Note or any of the other Loan Documents.

If an Event of Default occurs under this Mortgage, the Lender may, at its option, declare the whole of the Indebtedness to be
immediately due and payable without further notice to the Mortgagor, with interest thereon accruing from the date of such Event of
Default until paid at the Default Rate, and in the event of the occurrence of certain Events of Default under the Loan Agreement, the
Note shall automatically become due and payable immediately as provided in the Loan Agreement.

15.    Foreclosure; Expense of Litigation.

(a)    When all or any part of the Indebtedness shall become due, whether by acceleration or otherwise, the Lender shall have
the right to foreclose the lien hereof for such Indebtedness or part thereof and/or exercise any right, power or remedy provided (i) in
this Mortgage or any of the other Loan Documents in accordance with the applicable laws of the State of South Carolina, or (ii) under
South Carolina law including the use of non-judicial statutory foreclosure proceedings. In the event of a foreclosure sale, the Lender is
hereby
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authorized, without the consent of the Mortgagor, to assign any and all insurance policies to the purchaser at such sale or to take such
other steps as the Lender may deem advisable to cause the interest of such purchaser to be protected by any of such insurance policies.

(b)    In any suit or other proceeding to foreclose this Mortgage or enforce any other remedy of the Lender under this Mortgage
or the Note, there shall be allowed and included as additional indebtedness in the decree for sale or other judgment or decree all
expenditures and expenses which may be actually paid or incurred by or on behalf of the Lender for reasonable attorneys’ fees,
appraisers’ fees, outlays for documentary and expert evidence, stenographers’ charges, publication costs, and costs (which may be
estimated as to items to be expended after entry of the decree) of procuring all such abstracts of title, title searches and examinations,
title insurance policies, and similar data and assurances with respect to the title as the Lender may deem reasonably necessary either to
prosecute such suit or to evidence to bidders at any sale which may be had pursuant to such decree the true condition of the title to or
the value of the Premises. All expenditures and expenses of the nature mentioned in this Section and such other expenses and fees as
may be incurred in the enforcement of the Mortgagor’s obligations hereunder, the protection of said Premises and the maintenance of
the interest created by this Mortgage, including the actual and reasonable fees of any attorney employed by the Lender in any litigation
or proceeding affecting this Mortgage, the Note, or the Premises, including probate and bankruptcy proceedings, or in preparations for
the commencement or defense of any proceeding or threatened suit or proceeding shall be immediately due and payable by the
Mortgagor, with interest thereon until paid at the Default Rate and shall be secured by this Mortgage.

16.    Application of Proceeds of Foreclosure Sale. The proceeds of any foreclosure sale of the Premises shall be distributed
and applied in accordance with the applicable laws of the State of South Carolina and, unless otherwise specified therein, in such order
as the Lender may determine in its sole and absolute discretion, subject to any express provisions of the Loan Agreement.

17.    Appointment of Receiver. Upon or at any time after the filing of a complaint to foreclose this Mortgage, the court in
which such complaint is filed shall, upon petition by the Lender, appoint a receiver for the Premises in accordance with the applicable
laws of the State of South Carolina. Such appointment may be made either before or after sale, without notice, without regard to the
solvency or insolvency of the Mortgagor at the time of application for such receiver and without regard to the value of the Premises or
whether the same shall be then occupied as a homestead or not and the Lender hereunder or any other holder of the Note may be
appointed as such receiver. Such receiver shall have power to collect the rents, issues and profits of the Premises (i) during the
pendency of such foreclosure suit, (ii) in case of a sale and a deficiency, during the full statutory period of redemption, whether there
be redemption or not, and (iii) during any further times when the Mortgagor, but for the intervention of such receiver, would be entitled
to collect such rents, issues and profits. Such receiver also shall have all other powers and rights that may be necessary or are usual in
such cases for the protection, possession, control, management and operation of the Premises during said period, including, to the
extent permitted by law, the right to lease all or any portion of the Premises for a term that extends beyond the time of such receiver’s
possession without obtaining prior court approval of such lease. The court from time to time may authorize the application of the net
income received by the receiver in payment of (a) the Indebtedness, or any amount found due or secured by any judgment or decree
foreclosing this Mortgage, or any tax, special assessment or other
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lien which may be or become superior to the lien hereof or of such judgment or decree, provided such application is made prior to
foreclosure sale, and (b) any deficiency upon a sale and deficiency.

18.    Lender’s Right of Possession in Case of Default. At any time after an Event of Default under this Mortgage has
occurred and is continuing, the Mortgagor shall, upon demand of the Lender, surrender to the Lender possession of the Premises. The
Lender, in its discretion, may, with process of law, enter upon and take and maintain possession of all or any part of the Premises,
together with all documents, books, records, papers and accounts relating thereto, and may exclude the Mortgagor and its employees,
agents or servants therefrom, and the Lender may then hold, operate, manage and control the Premises, either personally or by its
agents. The Lender shall have full power to use such measures, legal or equitable, as in its discretion may be deemed proper or
necessary to enforce the payment or security of the avails, rents, issues, and profits of the Premises, including actions for the recovery
of rent, actions in forcible detainer and actions in distress for rent. Without limiting the generality of the foregoing, but subject to
applicable South Carolina law, the Lender shall have full power to:

(a)    Cancel or terminate any lease or sublease for any cause or on any ground which would entitle the Mortgagor to
cancel the same;

(b)    Elect to disaffirm any lease or sublease which is then subordinate to this Mortgage;

(c)    Extend or modify any then existing leases and to enter into new leases, which extensions, modifications and leases
may provide for terms to expire, or for options to lessees to extend or renew terms to expire, beyond the Maturity Date and
beyond the date of the issuance of a deed or deeds to a purchaser or purchasers at a foreclosure sale, it being understood and
agreed that any such leases, and the options or other such provisions to be contained therein, shall be binding upon the
Mortgagor and all persons whose interests in the Premises are subject to this Mortgage and upon the purchaser or purchasers at
any foreclosure sale, notwithstanding any redemption from sale, discharge of the Indebtedness, satisfaction of any foreclosure
judgment, or issuance of any certificate of sale or deed to any purchaser;

(d)    Make any repairs, renewals, replacements, alterations, additions, betterments and improvements to the Premises as
the Lender deems are necessary;

(e)    Insure and reinsure the Premises and all risks incidental to the Lender’s possession, operation and management
thereof; and

(f)    Receive all of such avails, rents, issues and profits.

19.    Application of Income Received by Lender. The Lender, in the exercise of the rights and powers hereinabove
conferred upon it, shall have full power to use and apply the avails, rents, issues and profits of the Premises to the payment of or on
account of the following, in such order as the Lender may determine:

(a)    To the payment of the operating expenses of the Premises, including cost of management and leasing thereof
(which shall include compensation to the Lender and its agent or agents, if management be delegated to an agent or agents, and
shall also
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include lease commissions and other compensation and expenses of seeking and procuring tenants and entering into leases),
established claims for damages, if any, and premiums on insurance hereinabove authorized;

(b)    To the payment of taxes and special assessments now due or which may hereafter become due on the Premises;
and

(c)    To the payment of any Indebtedness, including any deficiency which may result from any foreclosure sale.

20.    Compliance with Law.

(a)    If any provision in this Mortgage shall be inconsistent with any provision of the applicable laws of the State of South
Carolina, such laws shall take precedence over the provisions of this Mortgage, but shall not invalidate or render unenforceable any
other provision of this Mortgage that can be construed in a manner consistent with such laws.

(b)    If any provision of this Mortgage shall grant to the Lender (including the Lender acting as a mortgagee-in-possession) or a
receiver appointed pursuant to the provisions of this Mortgage any powers, rights or remedies prior to, upon or following the
occurrence of an Event of Default under this Mortgage which are more limited than the powers, rights or remedies that would
otherwise be vested in the Lender or in such receiver under the applicable laws of the State of South Carolina in the absence of said
provision, the Lender and such receiver shall be vested with the powers, rights and remedies granted by such laws to the full extent
permitted by law.

21.    Rights Cumulative. Each right, power and remedy herein conferred upon the Lender is cumulative and in addition to
every other right, power or remedy, express or implied, given now or hereafter existing under any of the Loan Documents or at law or
in equity, and each and every right, power and remedy herein set forth or otherwise so existing may be exercised from time to time as
often and in such order as may be deemed expedient by the Lender, and the exercise or the beginning of the exercise of one right,
power or remedy shall not be a waiver of the right to exercise at the same time or thereafter any other right, power or remedy, and no
delay or omission of the Lender in the exercise of any right, power or remedy accruing hereunder or arising otherwise shall impair any
such right, power or remedy, or be construed to be a waiver of any Event of Default under this Mortgage or acquiescence therein.

22.    Lender’s Right of Inspection. The Lender and its representatives shall have the right to inspect the Premises and the
books and records with respect thereto at all reasonable times upon not less than 24 hours’ prior notice to the Mortgagor, and access
thereto, subject to the rights of tenants in possession, shall be permitted for that purpose.

23.    Release Upon Payment and Discharge of Mortgagor’s Obligations. The Lender shall release this Mortgage and the
lien hereof by proper instrument upon payment and discharge of all Indebtedness, including payment of all reasonable expenses
incurred by the Lender in connection with the execution of such release.

24.    Notices. All notices and other communications provided for in this Mortgage (“Notices”) shall be in writing. The “Notice
Addresses” of the parties for purposes of this Mortgage are as follows:
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Mortgagor:

Georgetown HC&R Property Holdings, LLC
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: William McBride III

With a copy to:

Holt Ney Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention: Gregory P. Youra

Lender:

The PrivateBank and Trust Company
120 South LaSalle Street
Chicago, Illinois 60603
Attention: Amy K. Hallberg

With a copy to:

Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
Attention: Alvin L. Kruse

or such other address as a party may designate by notice duly given in accordance with this Section to the other parties. A Notice to a
party shall be effective when delivered to such party’s Notice Address by any means, including, without limitation, personal delivery
by the party giving the Notice, delivery by United States regular, certified or registered mail, or delivery by a commercial courier or
delivery service. If the Notice Address of a party includes a facsimile number or electronic mail address, Notice given by facsimile or
electronic mail shall be effective when delivered at such facsimile number or email address. If delivery of a Notice is refused, it shall be
deemed to have been delivered at the time of such refusal of delivery. The party giving a Notice shall have the burden of establishing
the fact and date of delivery or refusal of delivery of a Notice.

25.    Waiver of Rights. The Mortgagor hereby covenants and agrees that it will not at any time insist upon or plead, or in any
manner claim or take any advantage of, any stay, exemption or extension law or any so-called “Moratorium Law” now or at any time
hereafter in force providing for the valuation or appraisement of the Premises, or any part thereof, prior to any sale or sales thereof to be
made pursuant to any provisions herein contained, or to any decree, judgment or order of any court of competent jurisdiction; or, after
such sale or sales, claim or exercise any rights under any statute now or hereafter in force to redeem the property so sold, or any part
thereof, or relating to the marshalling thereof, upon foreclosure sale or other enforcement hereof; and without limiting the foregoing:

(a)    The Mortgagor hereby expressly waives any and all rights of reinstatement and redemption, if any, under any
order, judgment or decree of foreclosure of this Mortgage, on its own behalf and on behalf of each and every person, it being
the intent hereof that any and all such rights of reinstatement and redemption of the Mortgagor and of all other persons are and
shall be deemed to be hereby waived to the full extent permitted by the applicable laws of the State of South Carolina; and

(b)    The Mortgagor will not invoke or utilize any such law or laws or otherwise hinder, delay or impede the execution
of any right, power or remedy herein or otherwise
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granted or delegated to the Lender but will suffer and permit the execution of every such right, power and remedy as though no
such law or laws had been made or enacted; and

(c)    The Mortgagor understands that upon default hereunder, among other remedies set out herein, the Lender may
foreclose upon the Premises and ask for a deficiency judgment pursuant to Section 29-3-660 of the Code of Laws of South
Carolina 1976. To the extent permitted by law, the Mortgagor hereby expressly waives and relinquishes any appraisal rights
which the Mortgagor may have under Section 29-3-680 through Section 29-3-760 of the Code of Laws of South Carolina
1976 as amended and understands and agrees that a deficiency judgment, if pursued by the Lender, shall be determined by the
highest price bid at the judicial sale of the Premises.

26.    Contests. Notwithstanding anything to the contrary herein contained, the Mortgagor shall have the right to contest by
appropriate legal proceedings diligently prosecuted any Taxes imposed or assessed upon the Premises or which may be or become a
lien thereon and any mechanics’, materialmen’s or other liens or claims for lien upon the Premises (each, a “Contested Lien”), and no
Contested Lien shall constitute an Event of Default under this Mortgage, if, but only if:

(a)    The Mortgagor shall forthwith give notice of any Contested Lien to the Lender at the time the same shall be
asserted;

(b)    The Mortgagor shall either pay under protest or deposit with the Lender the full amount (the “Lien Amount”) of
such Contested Lien, together with such amount as the Lender may reasonably estimate as interest or penalties which might
arise during the period of contest; provided that in lieu of such payment the Mortgagor may furnish to the Lender a bond or title
indemnity in such amount and form, and issued by a bond or title insuring company, as may be satisfactory to the Lender;

(c)    The Mortgagor shall diligently prosecute the contest of any Contested Lien by appropriate legal proceedings
having the effect of staying the foreclosure or forfeiture of the Premises, and shall permit the Lender to be represented in any
such contest and shall pay all expenses incurred, in so doing, including fees and expenses of the Lender’s counsel (all of which
shall constitute so much additional Indebtedness bearing interest at the Default Rate until paid, and payable upon demand);

(d)    The Mortgagor shall pay each such Contested Lien and all Lien Amounts together with interest and penalties
thereon (i) if and to the extent that any such Contested Lien shall be determined adverse to the Mortgagor, or (ii) forthwith upon
demand by the Lender if, in the opinion of the Lender, and notwithstanding any such contest, the Premises shall be in jeopardy
or in danger of being forfeited or foreclosed; provided that if the Mortgagor shall fail so to do, the Lender may, but shall not be
required to, pay all such Contested Liens and Lien Amounts and interest and penalties thereon and such other sums as may be
necessary in the judgment of the Lender to obtain the release and discharge of such liens; and any amount expended by the
Lender in so doing shall be so much additional Indebtedness bearing interest at the Default Rate until paid, and payable upon
demand; and provided further that the Lender may in such case use and apply monies deposited as provided in paragraph (b) of
this Section and may demand payment upon any bond or title indemnity furnished as aforesaid.
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27.    Expenses Relating to Note and Mortgage.

(a)    The Mortgagor will pay all expenses, charges, costs and fees relating to the Loan or necessitated by the terms of the Note,
this Mortgage or any of the other Loan Documents, including without limitation, the Lender’s reasonable attorneys’ fees actually
incurred in connection with the negotiation, documentation, administration, servicing and enforcement of the Note, this Mortgage and
the other Loan Documents, all filing, registration and recording fees, all other expenses incident to the execution and acknowledgment
of this Mortgage and all federal, state, county and municipal taxes, and other taxes (provided the Mortgagor shall not be required to pay
any income or franchise taxes of the Lender), duties, imposts, assessments and charges arising out of or in connection with the
execution and delivery of the Note and this Mortgage. The Mortgagor recognizes that, during the term of this Mortgage, the Lender:

(i)    May be involved in court or administrative proceedings, including, without restricting the foregoing, foreclosure,
probate, bankruptcy, creditors’ arrangements, insolvency, housing authority and pollution control proceedings of any kind, to
which the Lender shall be a party by reason of the Loan Documents or in which the Loan Documents or the Premises are
involved directly or indirectly;

(ii)    May make preparations following the occurrence of an Event of Default under this Mortgage for the
commencement of any suit for the foreclosure hereof, which may or may not be actually commenced;

(iii)    May make preparations following the occurrence of an Event of Default under this Mortgage for, and do work in
connection with, the Lender’s taking possession of and managing the Premises, which event may or may not actually occur;

(iv)    May make preparations for and commence other private or public actions to remedy an Event of Default under
this Mortgage, which other actions may or may not be actually commenced;

(v)    May enter into negotiations with the Mortgagor or any of its agents, employees or attorneys in connection with the
existence or curing of any Event of Default under this Mortgage, the sale of the Premises, the assumption of liability for any of
the Indebtedness or the transfer of the Premises in lieu of foreclosure; or

(vi)    May enter into negotiations with the Mortgagor or any of its agents, employees or attorneys pertaining to the
Lender’s approval of actions taken or proposed to be taken by the Mortgagor which approval is required by the terms of this
Mortgage.

(b)    All expenses, charges, costs and fees described in this Section shall be so much additional Indebtedness, shall bear interest
from the date so incurred until paid at the Default Rate and shall be paid, together with said interest, by the Mortgagor forthwith upon
demand.

28.    Statement of Indebtedness. The Mortgagor, within seven days after being so requested by the Lender, shall furnish a
duly acknowledged written statement setting forth the amount of the debt secured by this Mortgage, the date to which interest has been
paid and stating either that no offsets or defenses exist against such debt or, if such offsets or defenses are alleged to exist, the nature
thereof.
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29.    Further Instruments. Upon request of the Lender, the Mortgagor shall execute, acknowledge and deliver all such
additional instruments and further assurances of title and shall do or cause to be done all such further acts and things as may reasonably
be necessary fully to effectuate the intent of this Mortgage and of the other Loan Documents.

30.    Additional Indebtedness Secured. All persons and entities with any interest in the Premises or about to acquire any such
interest should be aware that this Mortgage secures more than the stated principal amount of the Note and interest thereon; this
Mortgage secures any and all other amounts which may become due under the Note, any of the other Loan Documents or any other
document or instrument evidencing, securing or otherwise affecting the Indebtedness, including, without limitation, any Future
Advances and all amounts expended by the Lender to operate, manage or maintain the Premises or to otherwise protect the Premises or
the lien of this Mortgage.

31.    Indemnity. The Mortgagor hereby covenants and agrees that no liability shall be asserted or enforced against the Lender
in the exercise of the rights and powers granted to the Lender in this Mortgage, and the Mortgagor hereby expressly waives and
releases any such liability, except to the extent resulting from the gross negligence or willful misconduct of the Lender. The Mortgagor
shall indemnify and save the Lender harmless from and against any and all liabilities, obligations, losses, damages, claims, costs and
expenses, including reasonable attorneys’ fees and court costs actually incurred (collectively, “Claims”), of whatever kind or nature
which may be imposed on, incurred by or asserted against the Lender at any time by any third party which relate to or arise from: (a)
any suit or proceeding (including probate and bankruptcy proceedings), or the threat thereof, in or to which the Lender may or does
become party, either as plaintiff or as defendant, by reason of this Mortgage or for the purpose of protecting the lien of this Mortgage;
(b) the offer for sale or sale of all or any portion of the Premises; and (c) the ownership, leasing, use, operation or maintenance of the
Premises, if such Claims relate to or arise from actions taken prior to the surrender of possession of the Premises to the Lender in
accordance with the terms of this Mortgage; provided, however, that the Mortgagor shall not be obligated to indemnify or hold the
Lender harmless from and against any Claims directly arising from the gross negligence or willful misconduct of the Lender. All costs
provided for herein and paid for by the Lender shall be so much additional Indebtedness and shall become immediately due and
payable upon demand by the Lender and with interest thereon from the date incurred by the Lender until paid at the Default Rate.

32.    Subordination of Property Manager’s Lien. Any property management agreement for the Premises entered into
hereafter with a property manager shall contain a provision whereby the property manager agrees that any and all mechanics’ lien
rights that the property manager or anyone claiming by, through or under the property manager may have in the Premises shall be
subject and subordinate to the lien of this Mortgage and shall provide that the Lender may terminate such agreement, without penalty
or cost, at any time after the occurrence of an Event of Default under this Mortgage. Such property management agreement or a short
form thereof, at the Lender’s request, shall be recorded in the appropriate public records of the county where the Premises are located.
In addition, if the property management agreement in existence as of the date hereof does not contain a subordination provision, the
Mortgagor shall cause the property manager under such agreement to enter into a subordination of the management agreement with the
Lender, in recordable form, whereby such property manager subordinates present and future lien rights and those of any party claiming
by, through or under such property manager to this Mortgage.
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33.    Compliance with Environmental Laws. Concurrently herewith the Mortgagor and the Guarantors have executed and
delivered to the Lender that certain Environmental Indemnity Agreement dated as of the date hereof (the “Indemnity”) pursuant to
which the Mortgagor and the Guarantors have indemnified the Lender for environmental matters concerning the Premises, as more
particularly described therein. The provisions of the Indemnity are hereby incorporated herein and this Mortgage shall secure the
obligations of the Mortgagor thereunder.

34.    Miscellaneous.

(a)    Incorporation of Section 12.2 of Loan Agreement. The provisions of Section 12.2 of the Loan Agreement is hereby
incorporated into and made a part of this Mortgage.

(b)    Usury and Truth in Lending. The Loan does not violate the laws of the State of South Carolina relating to the rate of
interest which may be charged upon loans of money. The Loan is an exempted transaction under the Truth In Lending Act, 15 U.S.C.,
§1601, et seq.

(c)    Successors and Assigns. This Mortgage and all provisions hereof shall be binding upon and enforceable against the
Mortgagor and its assigns and other successors. This Mortgage and all provisions hereof shall inure to the benefit of the Lender, its
successors and assigns and any holder or holders, from time to time, of the Note.

(d)    Invalidity of Provisions; Governing Law. In the event that any provision of this Mortgage is deemed to be invalid by
reason of the operation of law, or by reason of the interpretation placed thereon by any administrative agency or any court, the
Mortgagor and the Lender shall negotiate an equitable adjustment in the provisions of the same in order to effect, to the maximum
extent permitted by law, the purpose of this Mortgage and the validity and enforceability of the remaining provisions, or portions or
applications thereof, shall not be affected thereby and shall remain in full force and effect. This Mortgage is to be construed in
accordance with and governed by the laws of the State of South Carolina.

(e)    Municipal Requirements. The Mortgagor shall not by act or omission permit any building or other improvement on
premises not subject to the lien of this Mortgage to rely on the Premises or any part thereof or any interest therein to fulfill any
municipal or governmental requirement, and the Mortgagor hereby assigns to the Lender any and all rights to give consent for all or
any portion of the Premises or any interest therein to be so used. Similarly, no building or other improvement on the Premises shall rely
on any premises not subject to this Mortgage or any interest therein to fulfill any governmental or municipal requirement. Any act or
omission by the Mortgagor which would result in a violation of any of the provisions of this paragraph shall be void.

(f)    Rights of Tenants. The Lender shall have the right and option to commence a civil action to foreclose this Mortgage and
to obtain a decree of foreclosure and sale subject to the rights of any tenant or tenants of the Premises having an interest in the Premises
prior to that of the Lender. The failure to join any such tenant or tenants of the Premises as party defendant or defendants in any such
civil action or the failure of any decree of foreclosure and sale to foreclose their rights shall not be asserted by the Mortgagor as a
defense in any civil action instituted to collect the Indebtedness, or any part thereof or any deficiency remaining unpaid after
foreclosure and sale of the Premises, any statute or rule of law at any time existing to the contrary notwithstanding.
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(g)    Option of Lender to Subordinate. At the option of the Lender, this Mortgage shall become subject and subordinate, in
whole or in part (but not with respect to priority of entitlement to insurance proceeds or any condemnation or eminent domain award)
to any and all leases of all or any part of the Premises upon the execution by the Lender of a unilateral declaration to that effect and the
recording thereof in the appropriate public records in and for the county wherein the Premises are situated.

(h)    Mortgagee-in-Possession. Nothing herein contained shall be construed as constituting the Lender a mortgagee-in-
possession in the absence of the actual taking of possession of the Premises by the Lender pursuant to this Mortgage.

(i)    Relationship of Lender and Mortgagor. The Lender shall in no event be construed for any purpose to be a partner, joint
venturer, agent or associate of the Mortgagor or of any lessee, operator, concessionaire or licensee of the Mortgagor in the conduct of
their respective businesses, and, without limiting the foregoing, the Lender shall not be deemed to be such partner, joint venturer, agent
or associate on account of the Lender becoming a mortgagee-in-possession or exercising any rights pursuant to this Mortgage, any of
the other Loan Documents, or otherwise. The relationship of the Mortgagor and the Lender hereunder is solely that of debtor/creditor.

(j)    Time of the Essence. Time is of the essence of the payment by the Mortgagor of all amounts due and owing to the Lender
under the Note and the other Loan Documents and the performance and observance by the Mortgagor of all terms, conditions,
obligations and agreements contained in this Mortgage and the other Loan Documents.

(k)    No Merger. The parties hereto intend that this Mortgage and the interest hereunder shall not merge in the fee simple title
to the Premises, and if the Lender acquires any additional or other interest in or to the Premises or the ownership thereof, then, unless a
contrary intent is manifested by the Lender as evidenced by an express statement to that effect in an appropriate document duly
recorded, this Mortgage and the interest hereunder shall not merge in the fee simple title and this Mortgage may be foreclosed as if
owned by a stranger to the fee simple title.

(l)    Complete Agreement; No Reliance; Modifications. This Mortgage, the Note and the other Loan Documents constitute
the complete agreement between the parties with respect to the subject matter hereof. The Mortgagor acknowledges that it is executing
this Mortgage without relying on any statements, representations or warranties, either oral or written, that are not expressly set forth
herein or in the other Loan Documents. This Mortgage and the Loan Documents may not be modified, altered or amended except by
an agreement in writing signed by both the Mortgagor and the Lender.

(m)    Captions. The captions and headings of various Sections and paragraphs of this Mortgage and exhibits pertaining hereto
are for convenience only and are not to be considered as defining or limiting in any way the scope or intent of the provisions hereof.

(n)    Gender and Number. Any word herein which is expressed in the masculine or neuter gender shall be deemed to include
the masculine, feminine and neuter genders. Any word herein which is expressed in the singular or plural number shall be deemed,
whenever appropriate in the context, to include the singular and the plural.
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(o)    Counterparts; Electronic Signatures. This Mortgage may be executed in any number of counterparts and by the
different parties hereto on separate counterparts and each such counterpart shall be deemed to be an original, but all such counterparts
shall together constitute but one and the same document. Receipt of an executed signature page to this Mortgage by facsimile or other
electronic transmission shall constitute effective delivery thereof. An electronic record of this executed Mortgage maintained by the
Lender shall be deemed to be an original.

(p)    Construction. Each party to this Mortgage and legal counsel to each party have participated in the drafting of this
Mortgage, and accordingly the general rule of construction to the effect that any ambiguities in a contract are resolved against the party
drafting the contract shall not be employed in the construction and interpretation of this Mortgage.

35.    Litigation Provisions.

(a)    Consent to Jurisdiction. THE MORTGAGOR CONSENTS AND SUBMITS TO THE JURISDICTION OF
ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL
COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES ARE LOCATED,
IN WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

(b)    Consent to Venue. THE MORTGAGOR AGREES THAT ANY LEGAL PROCEEDING RELATING TO
THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST
THE MORTGAGOR IN ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY STATE
OR FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES
ARE LOCATED. THE MORTGAGOR WAIVES ANY OBJECTION TO VENUE IN ANY SUCH COURT AND
WAIVES ANY RIGHT IT MAY HAVE TO TRANSFER OR CHANGE THE VENUE FROM ANY SUCH COURT.

(c)    No Proceedings in Other Jurisdictions. THE MORTGAGOR AGREES THAT IT WILL NOT COMMENCE
ANY LEGAL PROCEEDING AGAINST THE LENDER RELATING IN ANY MANNER TO THIS MORTGAGE, THE
LOAN OR ANY OF THE OTHER LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL
COURT LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY THE LENDER
AGAINST THE MORTGAGOR IN A COURT IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM IN
SUCH LEGAL PROCEEDING.

(d)    Waiver of Jury Trial . THE MORTGAGOR HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL
PROCEEDING RELATING TO THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

36.    Definitions of Certain Terms. The following terms shall have the following meanings in this Mortgage:
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Affiliate: As to a person or entity, any other person or entity which, directly or indirectly, Controls, is Controlled by or is under
common Control with such first person or entity.

Bank Product Agreements: Those certain cash management service agreements entered into from time to time between any
Borrower and the Lender or its Affiliates in connection with any of the Bank Products.

Bank Product Obligations: All obligations, liabilities, contingent reimbursement obligations, fees, and expenses owing by any
Borrower to Lender or its Affiliates pursuant to or evidenced by the Bank Product Agreements and irrespective of whether for
the payment of money, whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising, and including all such amounts that any Borrower is obligated to reimburse to Lender as a result of Lender purchasing
participations or executing indemnities or reimbursement obligations with respect to the Bank Products provided to any
Borrower pursuant to the Bank Product Agreements.

Bank Products: Any service or facility extended to any Borrower by Lender or its Affiliates, including, without limitation, (i)
deposit accounts, (ii) cash management services, including, without limitation, controlled disbursement, lockbox, electronic
funds transfers (including, without limitation, book transfers, fedwire transfers, ACH transfers), online reporting and other
services relating to accounts maintained with Lender or its Affiliates, (iii) debit cards, and (iv) Hedging Agreements.

Code: The Uniform Commercial Code of the State of South Carolina as from time to time in effect; provided, however, that in
the event that, by reason of mandatory provisions of law, any or all of the attachment, perfection or priority of, or remedies with
respect to, the security interest in any collateral is governed by the Uniform Commercial Code as in effect in a jurisdiction other
than the State of South Carolina, the term “Code” shall mean the Uniform Commercial Code as in effect in such other
jurisdiction for purposes of the provisions of this Mortgage or the other Loan Documents relating to such attachment,
perfection, priority or remedies and for purposes of definitions related to such provisions.

Control: Possession by a person or an entity, directly or indirectly, of the power to direct or cause the direction of the
management and policies of an entity, whether by contract, ownership of voting securities, membership or partnership interests
or otherwise.

Default: When used in reference to this Mortgage or any other document, or in reference to any provision of or obligation
under this Mortgage or any other document, the occurrence of an event or the existence of a condition which, with the passage
of time or the giving of notice, or both, would constitute an Event of Default under this Mortgage or such other document, as
the case may be.

Event of Default: The following: (i) when used in reference to this Mortgage, one or more of the events or occurrences
referred to in Section 14 of this Mortgage; and (ii) when used in reference to any other document, a default or event of default
under such document that has continued after the giving of any applicable notice and the expiration of any applicable grace or
cure periods.

- A25 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Hedging Agreements: The following: (i) any ISDA Master Agreement between the Mortgagor and the Lender or any other
provider, (ii) any Schedule to Master Agreement between the Mortgagor and the Lender or any other provider, and (iii) all
other agreements entered into from time to time by the Mortgagor and the Lender or any other provider relating to Hedging
Transactions.

Hedging Transaction: Any transaction, including an agreement with respect thereto, now existing or hereafter entered into
between the Mortgagor and the Lender or any other provider which is a rate swap, basis swap, forward rate transaction,
commodity swap, commodity option, equity or equity index swap, equity or equity index option, bond option, interest rate
option, foreign exchange transaction, cap transaction, floor transaction, collar transaction, forward transaction, currency swap
transaction, cross-currency rate swap transaction, currency option or any other similar transaction (including any option with
respect to any of these transactions) or any combination thereof, whether linked to one or more interest rates, foreign currencies,
commodity prices, equity prices or other financial measures.

[SIGNATURE PAGE(S) AND EXHIBIT(S), IF ANY, FOLLOW THIS PAGE]
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WAIVER OF APPRAISAL RIGHTS . The laws of South Carolina provide that in any real estate foreclosure proceeding a
defendant against whom a personal judgment is taken or asked may within thirty days after the sale of the mortgaged property apply to
the court for an order of appraisal. The statutory appraisal value as approved by the court would be substituted for the high bid and
may decrease the amount of any deficiency owing in connection with the transaction. THE MORTGAGOR HEREBY WAIVES
AND RELINQUISHES THE STATUTORY APPRAISAL RIGHTS WHICH MEANS THE HIGH BID AT THE
JUDICIAL FORECLOSURE SALE WILL BE APPLIED TO THE DEBT REGARDLESS OF ANY APPRAISED
VALUE OF THE MORTGAGED PROPERTY.

IN WITNESS WHEREOF, the Mortgagor has executed and delivered this Mortgage as of the day and year first above
written.

Georgetown HC&R Property Holdings, LLC

By /s/ William McBride III            
William McBride III, Manager

SIGNED, SEALED AND DELIVERED
IN THE PRESENCE OF:

- AdCare South Carolina Owner Loan Mortgage (Georgetown) -
- Signature/Acknowledgment Page 1 -
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ACKNOWLEDGMENT

STATE OF GEORGIA    )
) ss:        

COUNTY OF FULTON    )

- AdCare South Carolina Owner Loan Mortgage (Georgetown) -
- Signature/Acknowledgment Page 2 -
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EXHIBIT A

LEGAL DESCRIPTION OF REAL ESTATE

Record - Parcel 1
All that certain piece, parcel or lot of land situate, lying and being in the County of Georgetown, State of South Carolina, consisting of
Parcels B and C as shown on a map of Winyah Nursing Home, Inc. made by Samuel M. Harper on January 31, 1967 and recorded in
the R.O.D. Office for Georgetown County in Plat Book AA at Page 6.

Record - Parcel 2
Easement rights pursuant to Easement Agreement by and between Marsha M. Harper, Floride M. Phillips (formerly known as Floride
M. Killen) and E. Stone Miller, Jr. and Georgetown CH&R Property Holdings, LLC, dated December 31, 2012 and recorded January
10, 2013 in Book 2062 at Page 122.

As Surveyed - Parcel 1
All that certain piece, parcel or lot of land situate, lying and being in the County of Georgetown, State of South Carolina, containing
2.035 Acres or 88,629 square feet and being more particularly described as follows:

Beginning at the intersection of the eastern right of way of South Island Road and the southern right of way of Cooper Street; thence
along the right of way of Cooper Street S 78°30’00”E 510.00’ to a point, thence S 11°30’00”W 128.00’ to a point, thence N
78°30’00”W 130.00’ to a point, thence S 11°30’00”W 25.00’ to a point, thence N 78°30’00”W 37.00’ to a point, thence S
11°30’00”W 25.00’ to a point, thence N 78°30’00”W 37.00’ to a point, thence S 11°30’00”W 17.01’ to a point, thence N
79°26’00”W 299.12’ to a point on the right of way of South Island Road, thence N 09°31’01”E 200.00’ to the Point of Beginning.

As Surveyed Easement Area - Parcel 2
Easement rights pursuant to Easement Agreement by and between Marsha M. Harper, Floride M. Phillips (formerly known as Floride
M. Killen) and E. Stone Miller, Jr. and Georgetown CH&R Property Holdings, LLC, dated December 31, 2012 and recorded January
10, 2013 in Book 2062 at Page 122, containing 1.032 Acres or 44,954 square feet and being more particularly described as follows:

Beginning at the intersection of the eastern right of way of South Island Road and the northern right of way of Williams Street; thence
along the right of way of Williams Street S 85°20’05”E 520.94’ to a point, thence N 11°30’00”E 224.38’ to a point, thence N
78°30’00”W 17.46’ to a point, thence S 11°30’00”W 128.00’ to a point, thence N 78°30’00”W 130.00’ to a point, thence S
11°30’00”W 25.00’ to a point, thence N 78°30’00”W 37.00’ to a point, thence S 11°30’00”W 25.00’ to a point, thence N
78°30’00”W 37.00’ to a point, thence S 11°30’00”W 17.01’ to a point, thence N 79°26’00”W 299.12’ to a point on the right of way
of South Island Road, thence S 09°18’56”W 86.55’ to the Point of Beginning.
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Being the same property conveyed to Georgetown HC&R Property Holdings, LLC by deed of Winyah Nursing Home, LLC, dated
December 29, 2012 and recorded on January 10, 2013 in Book 2062, page 117 in the Office of the Register of Deeds for Georgetown
County.

Tax Map Sheet No: 05-0049-005-00-00
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EXHIBIT 10.377

18875722.1 (2.1)
01-27-15

After Recording Return to:

Alvin L. Kruse
Elizabeth Pfeiler Marriott
Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603

__________________________________________________________________________
THIS INSTRUMENT SECURES MORTGAGE INDEBTEDNESS UP TO THE MAXIMUM PRINCIPAL SUM OF
$18,600,000.00 AT ANY ONE TIME. THIS INSTRUMENT IS TO BE INDEXED IN THE REAL PROPERTY
RECORDS AS A MORTGAGE, A FIXTURE FILING, AND A FINANCING STATEMENT.

THIS AGREEMENT IS SUBJECT TO ARBITRATION PURSUANT TO THE FEDERAL ARBITRATION ACT
AND/OR §15-48-10 OF THE SOUTH CAROLINA CODE OF LAWS.

MORTGAGE, SECURITY AGREEMENT,
ASSIGNMENT OF RENTS AND LEASES AND FIXTURE FILING

THIS MORTGAGE, SECURITY AGREEMENT, ASSIGNMENT OF RENTS AND LEASES AND FIXTURE
FILING dated as of January 30, 2015 (this “Mortgage”), is executed by SUMTER VALLEY PROPERTY HOLDINGS, LLC, a
Georgia limited liability company (the “Mortgagor”), whose address is Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355,
Atlanta, Georgia 30305, to and for the benefit of THE PRIVATEBANK AND TRUST COMPANY , an Illinois banking
corporation (the “Lender”), whose address is 120 South LaSalle Street, Chicago, Illinois 60603.

RECITALS

A.    Pursuant to the terms and conditions of a Loan Agreement of even date herewith (the “Loan Agreement”) by and among
the Mortgagor, Georgetown HC&R Property Holdings, LLC, a Georgia limited liability company (the Mortgagor together with
Georgetown HC&R Property Holdings, LLC, the “Borrowers”) and the Lender, the Lender has agreed to make a loan to the
Borrowers in the maximum principal amount of $9,300,000 (the “Loan”).

B.    The Loan shall be evidenced by a Promissory Note of even date herewith (the “Note”), executed by the Borrowers and
made payable to the order of the Lender, the terms of which Note are hereby incorporated into and made a part of this Mortgage with
the same effect as if set forth in full herein. The Note is in the principal amount of the Loan and is due and payable on September 1,
2016 (the “Maturity Date”), except as it may be accelerated
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pursuant to the terms hereof, or of the Note or the Loan Agreement or any of the other “Loan Documents” (as defined in the Loan
Agreement), and bears interest at variable rates of interest based on various published rates as set forth in the Note.

C.    A condition precedent to the Lender’s extension of the Loan to the Mortgagor is the execution and delivery by the
Mortgagor of this Mortgage.

AGREEMENTS

FOR GOOD AND VALUABLE CONSIDERATION , including the indebtedness hereby secured, the receipt and
sufficiency of which are hereby acknowledged, the Mortgagor agrees as follows:

The Mortgagor hereby mortgages, grants, bargains, sells, assigns, remises, releases, warrants and conveys to the Lender, its
successors and assigns, and grants a security interest in, the following described property, rights and interests (referred to collectively
herein as the “Premises”), all of which property, rights and interests are hereby pledged primarily and on a parity with the Real Estate
(as defined below) and not secondarily, and as to any portion of the Premises constituting property subject to the “Code” (as defined in
Section 36 of this Mortgage), this Mortgage is intended to be a security agreement under the Code for the purpose of creating hereby a
security interest in such portion of the Premises, which the Mortgagor hereby grants to the Lender as secured party, and with all terms
used below with respect to such portions of the Premises which are defined in the Code to have the meanings provided in the Code:

(a)    The real estate located in the County of Sumter, State of South Carolina and legally described on Exhibit A
attached hereto and made a part hereof (the “Real Estate”);

(b)    All improvements of every nature whatsoever now or hereafter situated on the Real Estate, and all fixtures and
personal property of every nature whatsoever now or hereafter owned by the Mortgagor and located on, or used in connection
with the Real Estate or the improvements thereon, or in connection with any construction thereon, including all extensions,
additions, improvements, betterments, renewals, substitutions and replacements to any of the foregoing and all of the right, title
and interest of the Mortgagor in and to any such personal property or fixtures together with the benefit of any deposits or
payments now or hereafter made on such personal property or fixtures by the Mortgagor or on its behalf (the
“Improvements”);

(c)    All easements, rights of way, gores of real estate, streets, ways, alleys, passages, sewer rights, waters, water
courses, water rights and powers, and all estates, rights, titles, interests, privileges, liberties, tenements, hereditaments and
appurtenances whatsoever, in any way now or hereafter belonging, relating or appertaining to the Real Estate, and the
reversions, remainders, rents, issues and profits thereof, and all the estate, right, title, interest, property, possession, claim and
demand whatsoever, at law as well as in equity, of the Mortgagor of, in and to the same;

(d)    All rents, revenues, issues, profits, proceeds, income, royalties, accounts, including health-care-insurance
receivables, escrows, letter-of-credit rights, security deposits, impounds, reserves, tax refunds and other rights to monies from
the
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Premises and/or the businesses and operations conducted by the Mortgagor thereon, to be applied against the Indebtedness (as
hereinafter defined); provided, however, that the Mortgagor, so long as no “Event of Default” (as defined in Section 36 of this
Mortgage) has occurred and is continuing hereunder, may collect rent as it becomes due, but not more than one month in
advance thereof;

(e)    All interest of the Mortgagor in all leases now or hereafter on the Premises, whether written or oral (each, a
“Lease”, and collectively, the “Leases”), together with all security therefor and all monies payable thereunder, subject,
however, to the conditional permission hereinabove given to the Mortgagor to collect the rentals under any such Lease;

(f)    All fixtures and articles of personal property now or hereafter owned by the Mortgagor and forming a part of or
used in connection with the Real Estate or the Improvements, including, but without limitation, any and all air conditioners,
antennae, appliances, apparatus, awnings, basins, bathtubs, bidets, boilers, bookcases, cabinets, carpets, computer hardware
and software used in the operation of the Premises, coolers, curtains, dehumidifiers, disposals, doors, drapes, dryers, ducts,
dynamos, elevators, engines, equipment, escalators, exercise equipment, fans, fittings, floor coverings, furnaces, furnishings,
furniture, hardware, heaters, humidifiers, incinerators, lighting, machinery, motors, ovens, pipes, plumbing, pumps, radiators,
ranges, recreational facilities, refrigerators, screens, security systems, shades, shelving, sinks, sprinklers, stokers, stoves, toilets,
ventilators, wall coverings, washers, windows, window coverings, wiring, and all renewals or replacements thereof or articles
in substitution therefor, whether or not the same are or shall be attached to the Real Estate or the Improvements in any manner;
it being mutually agreed that all of the aforesaid property owned by the Mortgagor and placed on the Real Estate or the
Improvements, so far as permitted by law, shall be deemed to be fixtures, a part of the realty, and security for the Indebtedness
(as hereinafter defined); notwithstanding the agreement hereinabove expressed that certain articles of property form a part of the
realty covered by this Mortgage and be appropriated to its use and deemed to be realty, to the extent that such agreement and
declaration may not be effective and that any of said articles may constitute goods (as such term is used in the Code), this
instrument shall constitute a security agreement, creating a security interest in such goods, as collateral, in the Lender, as
secured party, and the Mortgagor, as debtor, all in accordance with the Code;

(g)    All of the Mortgagor’s interests in general intangibles including payment intangibles and software now owned or
hereafter acquired and related to the Premises, including, without limitation, all of the Mortgagor’s right, title and interest in and
to: (i) all agreements, licenses, permits and contracts to which the Mortgagor is or may become a party and which relate to the
Premises; (ii) all obligations and indebtedness owed to the Mortgagor thereunder; (iii) all intellectual property related to the
Premises; and (iv) all choses in action and causes of action relating to the Premises;

(h)    All of the Mortgagor’s accounts now owned or hereafter created or acquired which relate to the Premises or the
businesses and operations conducted thereon, including, without limitation, all of the following now owned or hereafter created
or acquired by the Mortgagor: (i) accounts, contract rights, health-care-insurance receivables, book debts, notes, drafts, and
other obligations or indebtedness owing to the Mortgagor arising from the sale, lease or exchange of goods or other
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property and/or the performance of services; (ii) the Mortgagor’s rights in, to and under all purchase orders for goods, services
or other property; (iii) the Mortgagor’s rights to any goods, services or other property represented by any of the foregoing; (iv)
monies due or to become due to the Mortgagor under all contracts for the sale, lease or exchange of goods or other property
and/or the performance of services including the right to payment of any interest or finance charges in respect thereto (whether
or not yet earned by performance on the part of the Mortgagor); (v) securities, investment property, financial assets and
securities entitlements; (vi) proceeds of any of the foregoing and all collateral security and guaranties of any kind given by any
person or entity with respect to any of the foregoing; and (vii) all warranties, guarantees, permits and licenses in favor of the
Mortgagor with respect to the Premises; and

(i)    All proceeds of the foregoing, including, without limitation, all judgments, awards of damages and settlements
hereafter made resulting from condemnation proceeds or the taking of the Premises or any portion thereof under the power of
eminent domain, any proceeds of any policies of insurance, maintained with respect to the Premises or proceeds of any sale,
option or contract to sell the Premises or any portion thereof.

TO HAVE AND TO HOLD the Premises, unto the Lender, its successors and assigns, forever, for the purposes and upon the
uses herein set forth together with all right to possession of the Premises after the occurrence and during the continuance of any Event
of Default under this Mortgage.

FOR THE PURPOSE OF SECURING the following (collectively, the “Indebtedness”):

(i)    The payment by the Borrowers of the Loan and all interest, late charges, LIBOR breakage charges, prepayment
premium, if any, exit fee, if any, interest rate swap or hedge expenses, if any, reimbursement obligations, fees and expenses for
letters of credit issued by the Lender for the account of the Borrowers, if any, and other indebtedness evidenced by or owing
under the Note, any of the other Loan Documents, and any application for letters of credit and master letter of credit agreement,
together with any renewals, extensions, replacements, amendments, modifications and refinancings of any of the foregoing;

(ii)    The performance and observance of the covenants, conditions, agreements, representations, warranties and other
liabilities and obligations of the Borrowers or any other obligor to or benefiting the Lender which are evidenced or secured by
or otherwise provided in the Note, this Mortgage or any of the other Loan Documents;

(iii)    Any and all obligations, contingent or otherwise, whether now existing or hereafter arising, of the Borrowers
arising under or in connection with all Bank Product Obligations and all Bank Product Agreements to which the Lender is a
party, including, without limitation, all Hedging Transactions and Hedging Agreements to which the Lender is a party (as each
capitalized term used in this paragraph is defined in Section 36 hereof);
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(iv)    The reimbursement to the Lender of any and all sums incurred, expended or advanced by the Lender pursuant to
any term or provision of or constituting additional indebtedness under or secured by this Mortgage, any of the other Loan
Documents, any such Bank Product Obligations and Bank Product Agreements or any application for letters of credit and
master letter of credit agreement, with interest thereon as provided herein or therein; and

(v)    In accordance with Section 29-3-50 of the Code of Laws of South Carolina 1976, as may be amended from time to
time, the full and punctual payment when due of all future advances and readvances that may subsequently be made to the
Mortgagor or the Borrowers by the Lender, evidenced by the Loan Agreement, the Note, or any other promissory notes, and
all renewals and extensions thereof (“Future Advances”); provided, however, that nothing contained herein shall create an
obligation on the part of the Lender to make future advances or readvances to the Mortgagor or the Borrowers. THE
MAXIMUM AMOUNT OF ALL INDEBTEDNESS OUTSTANDING AT ANY ONE TIME SECURED HEREBY NOT
TO EXCEED $18,600,000.00, plus interest thereon and all charges and expenses of collection incurred by the Lender,
including court costs and reasonable attorneys’ fees.

PROVIDED, HOWEVER, that if the Borrowers shall pay the principal and all interest as provided in the Note, and if all
other sums secured hereby are paid, and if the Mortgagor shall pay all other sums herein provided for, and shall well and truly keep
and perform all of the covenants herein contained, then this conveyance shall be null and void and may be cancelled of record at the
request and at the cost of the Mortgagor, otherwise to remain in full force and effect.

IT IS FURTHER UNDERSTOOD AND AGREED THAT:

1.    Title. The Mortgagor represents, warrants and covenants that (a) the Mortgagor is the owner and holder of the fee simple
title to the Premises, free and clear of all liens and encumbrances, except those conveyances, liens and encumbrances in favor of the
Lender and except for “Permitted Exceptions” (as defined in the Loan Agreement); and (b) the Mortgagor has legal power and
authority to convey, mortgage and encumber the Premises.

2.    Maintenance, Repair, Restoration, Prior Liens, Parking. The Mortgagor covenants that, so long as any portion of the
Indebtedness remains unpaid, the Mortgagor will:

(a)    Promptly repair, restore or rebuild any Improvements now or hereafter on the Premises which may become
damaged or be destroyed to a condition substantially similar to the condition immediately prior to such damage or destruction,
whether or not proceeds of insurance are available or sufficient for the purpose;

(b)    Keep the Premises in good condition and repair, without waste, and free from mechanics’, materialmen’s or like
liens or claims or other liens or claims for lien (other than Permitted Exceptions and subject to the Mortgagor’s right to contest
liens as permitted by the terms of Section 26 hereof);

(c)    Pay when due the Loan in accordance with the terms of the Note and the other Loan Documents and duly perform
and observe all of the terms, covenants
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and conditions to be observed and performed by the Mortgagor under the Note, this Mortgage and the other Loan Documents;

(d)    Pay when due any indebtedness which may be secured by a permitted lien or charge on the Premises on a parity
with, superior to or inferior to this Mortgage, and upon request exhibit satisfactory evidence of the discharge of such lien to the
Lender (subject to the Mortgagor’s right to contest liens as permitted by the terms of Section 26 hereof);

(e)    Complete within a reasonable time any improvements at any time in the process of erection upon the Premises;

(f)    Comply with all requirements of law, municipal ordinances or restrictions and covenants of record with respect to
the Premises and the use thereof;

(g)    Obtain and maintain in full force and effect, and abide by and satisfy the material terms and conditions of, all
material permits, licenses, registrations and other authorizations with or granted by any governmental authorities that may be
required from time to time with respect to the performance of the Mortgagor’s obligations under this Mortgage;

(h)    Make no material alterations in the Premises or demolish any portion of the Premises without the Lender’s prior
written consent, except as required by law or municipal ordinance;

(i)    Suffer or permit no change in the use or general nature of the occupancy of the Premises, without the Lender’s prior
written consent;

(j)    Pay when due all operating costs of the Premises;

(k)    Not initiate or acquiesce in any zoning reclassification with respect to the Premises, without the Lender’s prior
written consent;

(l)    Provide and thereafter maintain adequate parking areas within the Premises as may be required by law, ordinance
or regulation (whichever may be greater), together with any sidewalks, aisles, streets, driveways and sidewalk cuts and
sufficient paved areas for ingress, egress and right of way to and from the adjacent public thoroughfares necessary or desirable
for the use thereof; and

(m)    Comply with, and cause the Premises at all times to be operated in compliance with, all applicable federal, state,
local and municipal environmental, health and safety laws, statutes, ordinances, rules and regulations.

3.    Payment of Taxes and Assessments . The Mortgagor will pay when due and before any penalty attaches, all general and
special taxes, assessments, water charges, sewer charges, and other fees, taxes, charges and assessments of every kind and nature
whatsoever (all herein generally called “Taxes”), whether or not assessed against the Mortgagor, if applicable to the Premises or any
interest therein, or the Indebtedness, or any obligation or agreement secured hereby, subject to the Mortgagor’s right to contest the
same, as provided by the terms hereof; and the Mortgagor will, upon written request, furnish to the Lender duplicate receipts therefor
within 10 days after the Lender’s request.
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4.    Tax Deposits. If requested by the Lender, the Mortgagor shall deposit with the Lender, on the first day of each month until
the Indebtedness is fully paid, a sum equal to 1/12th of 105% of the most recent ascertainable annual Taxes on the Premises. If
requested by the Lender, the Mortgagor shall also deposit with the Lender an amount of money which, together with the aggregate of
the monthly deposits to be made pursuant to the preceding sentence as of one month prior to the date on which the next installment of
annual Taxes for the current calendar year become due, shall be sufficient to pay in full such installment of annual Taxes, as estimated
by the Lender. Such deposits are to be held without any allowance of interest and are to be used for the payment of Taxes next due and
payable when they become due. So long as no Event of Default under this Mortgage shall exist, the Lender shall, at its option, pay
such Taxes when the same become due and payable (upon submission of appropriate bills therefor from the Mortgagor) or shall release
sufficient funds to the Mortgagor for the payment thereof. If the funds so deposited are insufficient to pay any such Taxes for any year
(or installments thereof, as applicable) when the same shall become due and payable, the Mortgagor shall, within 10 days after receipt
of written demand therefor, deposit additional funds as may be necessary to pay such Taxes in full. If the funds so deposited exceed the
amount required to pay such Taxes for any year, the excess shall be applied toward subsequent deposits. Said deposits need not be
kept separate and apart from any other funds of the Lender. The Lender, in making any payment hereby authorized relating to Taxes,
may do so according to any bill, statement or estimate procured from the appropriate public office without inquiry into the accuracy of
such bill, statement or estimate or into the validity of any tax, assessment, sale, forfeiture, tax lien or title or claim thereof. The Lender
shall not exercise its right to require such deposits so long as the Borrower has paid all Taxes when due.

5.    Lender’s Interest In and Use of Deposits. Upon an Event of Default under this Mortgage, the Lender may, at its option,
apply any monies at the time on deposit pursuant to Section 4 hereof to cure any Event of Default under this Mortgage or to pay any of
the Indebtedness in such order and manner as the Lender may elect. If such deposits are used to cure an Event of Default or pay any of
the Indebtedness, the Mortgagor shall immediately, upon demand by the Lender, deposit with the Lender an amount equal to the
amount so used from the deposits. When the Indebtedness has been fully paid, any remaining deposits shall be returned to the
Mortgagor. Such deposits are hereby pledged as additional security for the Indebtedness and shall not be subject to the direction or
control of the Mortgagor. The Lender shall not be liable for any failure to apply to the payment of Taxes any amount so deposited
unless the Mortgagor, prior to an Event of Default under this Mortgage, shall have requested the Lender in writing to make application
of such funds to the payment of such amounts, accompanied by the bills for such Taxes. The Lender shall not be liable for any act or
omission taken in good faith or pursuant to the instruction of any party.

6.    Insurance.

(a)    The Mortgagor shall at all times keep all buildings, improvements, fixtures and articles of personal property now or
hereafter situated on the Premises insured against loss or damage by fire and such other hazards as may reasonably be required by the
Lender, in accordance with the terms, coverages and provisions described in the Loan Agreement, and such other insurance as the
Lender may from time to time reasonably require. Unless the Mortgagor provides the Lender evidence of the insurance coverages
required hereunder, the Lender may purchase insurance at the Mortgagor’s expense to cover the Lender’s interest in the Premises. The
insurance may, but need not, protect the Mortgagor’s interest. The coverages
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that the Lender purchases may not pay any claim that the Mortgagor makes or any claim that is made against the Mortgagor in
connection with the Premises. The Mortgagor may later cancel any insurance purchased by the Lender, but only after providing the
Lender with evidence that the Mortgagor has obtained insurance as required by this Mortgage. If the Lender purchases insurance for
the Premises, the Mortgagor will be responsible for the costs of such insurance, including, without limitation, interest and any other
charges which the Lender may impose in connection with the placement of the insurance, until the effective date of the cancellation or
expiration of the insurance. The costs of the insurance may be added to the Indebtedness. The cost of the insurance may be more than
the cost of insurance the Mortgagor may be able to obtain on its own.

(b)    The Mortgagor shall not take out separate insurance concurrent in form or contributing in the event of loss with that
required to be maintained hereunder unless the Lender is included thereon as the loss payee or an additional insured as applicable,
under a standard mortgage clause acceptable to the Lender and such separate insurance is otherwise acceptable to the Lender.

(c)    In the event of loss, the Mortgagor shall give prompt notice thereof to the Lender, and the Lender shall have the sole and
absolute right to make proof of loss. The Lender shall have the right, at its option and in its sole discretion, to apply any insurance
proceeds arising from such loss, after the payment of all of the Lender’s expenses, either (i) on account of the Indebtedness,
irrespective of whether such principal balance is then due and payable, whereupon the Lender may declare the whole of the balance of
Indebtedness to be due and payable, or (ii) to the restoration or repair of the property damaged as provided in paragraph (d) of this
Section. If insurance proceeds are made available to the Mortgagor by the Lender as hereinafter provided, the Mortgagor shall repair,
restore or rebuild the damaged or destroyed portion of the Premises so that the condition and value of the Premises are substantially the
same as the condition and value of the Premises prior to being damaged or destroyed. Any insurance proceeds applied on account of
the unpaid principal balance of the Note shall be subject to the prepayment provisions contained in the Loan Agreement and the Note.
In the event of foreclosure of this Mortgage, all right, title and interest of the Mortgagor in and to any insurance policies then in force
shall pass to the purchaser at the foreclosure sale.

(d)    If insurance proceeds are made available by the Lender to the Mortgagor, the following provisions shall apply:

(i)    Before commencing to repair, restore or rebuild following damage to, or destruction of, all or a portion of the
Improvements, whether by fire or other casualty, the Mortgagor shall obtain from the Lender its approval of all site and
building plans and specifications pertaining to such repair, restoration or rebuilding.

(ii)    Prior to each payment or application of any insurance proceeds to the repair or restoration of such Improvements
(which payment or application may be made, at the Lender’s option, through an escrow, the terms and conditions of which are
satisfactory to the Lender and the cost of which is to be borne by the Mortgagor), the Lender shall be satisfied as to the
following:

(A)    No “Default” (as defined in Section 36 of this Mortgage) or Event of Default under this Mortgage has
occurred and is continuing;
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(B)    Either such Improvements have been fully restored, or the expenditure of money as may be received from
such insurance proceeds will be sufficient to repair, restore or rebuild the Premises, free and clear of all liens, claims and
encumbrances, except the lien of this Mortgage and the Permitted Exceptions, or, if such insurance proceeds shall be
insufficient to repair, restore and rebuild the Premises, the Mortgagor has deposited with the Lender such amount of
money which, together with the insurance proceeds shall be sufficient to restore, repair and rebuild the Premises; and

(C)    Prior to each disbursement of any such proceeds, the Lender shall be furnished with a statement of the
Lender’s architect (the cost of which shall be borne by the Mortgagor), certifying the extent of the repair and restoration
completed to the date thereof, and that such repairs, restoration, and rebuilding have been performed to date in
conformity with the plans and specifications approved by the Lender and with all statutes, regulations or ordinances
(including building and zoning ordinances) affecting the Premises; and the Lender shall be furnished with appropriate
evidence of payment for labor or materials furnished to the Premises, and total or partial lien waivers substantiating such
payments.

(iii)    If the Mortgagor shall fail to restore, repair or rebuild such Improvements within a time deemed satisfactory by the
Lender, then the Lender, at its option, may (A) commence and perform all necessary acts to restore, repair or rebuild such
Improvements for or on behalf of the Mortgagor, or (B) declare an Event of Default under this Mortgage. If insurance proceeds
shall exceed the amount necessary to complete the repair, restoration or rebuilding of such Improvements, such excess shall be
applied on account of the Indebtedness, irrespective of whether such Indebtedness is then due and payable without payment of
any premium or penalty.

7.    Condemnation. If all or any part of the Premises are damaged, taken or acquired, either temporarily or permanently, in any
condemnation proceeding, or by exercise of the right of eminent domain, the amount of any award or other payment for such taking or
damages made in consideration thereof, to the extent of the full amount of the remaining unpaid Indebtedness, is hereby assigned to the
Lender, who is empowered to collect and receive the same and to give proper receipts therefor in the name of the Mortgagor and the
same shall be paid forthwith to the Lender. Such award or monies shall be applied on account of the Indebtedness, irrespective of
whether such Indebtedness is then due and payable and, at any time from and after the taking the Lender may declare the whole of the
balance of the Indebtedness to be due and payable. Notwithstanding the provisions of this Section to the contrary, if any condemnation
or taking of less than the entire Premises occurs, such award or monies shall be applied, at the option of the Lender and in its sole
discretion, either (i) on account of the Indebtedness as provided above, or (ii) to any necessary restoration or repair of the remaining
property, on the terms contained in Section 6(d) hereof.

8.    Stamp Tax. If, by the laws of the United States of America, or of any state or political subdivision having jurisdiction over
the Mortgagor, any tax is due or becomes due in respect of the execution and delivery of this Mortgage, the Note or any of the other
Loan Documents, the Mortgagor shall pay such tax in the manner required by any such law. The Mortgagor further agrees to
reimburse the Lender for any sums which the Lender may expend
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by reason of the imposition of any such tax. Notwithstanding the foregoing, the Mortgagor shall not be required to pay any income or
franchise taxes of the Lender.

9.    Lease and Rent Assignment. The Mortgagor acknowledges that, concurrently herewith, the Mortgagor has executed and
delivered to the Lender, as additional security for the repayment of the Loan, an Assignment of Rents and Leases (the “Assignment”)
pursuant to which the Mortgagor has assigned to the Lender interests in the leases of the Premises and the rents and income from the
Premises. All of the provisions of the Assignment are hereby incorporated herein as if fully set forth at length in the text of this
Mortgage. The Mortgagor agrees to abide by all of the provisions of the Assignment.

10.    Effect of Extensions of Time and Other Changes. If the payment of the Indebtedness or any part thereof is extended or
varied, if any part of any security for the payment of the Indebtedness is released, if the rate of interest charged under the Note is
changed or if the time for payment thereof is extended or varied, all persons now or at any time hereafter liable therefor, or interested in
the Premises or having an interest in the Mortgagor, shall be held to assent to such extension, variation, release or change and their
liability and the lien and all of the provisions hereof shall continue in full force, any right of recourse against all such persons being
expressly reserved by the Lender, notwithstanding such extension, variation, release or change.

11.    Effect of Changes in Laws Regarding Taxation. If any law is enacted after the date hereof requiring (a) the deduction
of any lien on the Premises from the value thereof for the purpose of taxation or (b) the imposition upon the Lender of the payment of
the whole or any part of the Taxes, charges or liens herein required to be paid by the Mortgagor, or (c) a change in the method of
taxation of mortgages, deeds of trust or debts secured by mortgages or deeds of trust or the Lender’s interest in the Premises, or the
manner of collection of taxes, so as to affect this Mortgage or the Indebtedness or the holders thereof, then the Mortgagor, upon
demand by the Lender, shall pay such Taxes or charges, or reimburse the Lender therefor; provided, however, that the Mortgagor shall
not be deemed to be required to pay any income or franchise taxes of the Lender. Notwithstanding the foregoing, if in the opinion of
counsel for the Lender it is or may be unlawful to require the Mortgagor to make such payment or the making of such payment might
result in the imposition of interest beyond the maximum amount permitted by law, then the Lender may declare all of the Indebtedness
to be immediately due and payable.

12.    Lender’s Performance of Defaulted Acts and Expenses Incurred by Lender .  If an Event of Default under this
Mortgage has occurred and is continuing, the Lender may, but need not, make any payment or perform any act herein required of the
Mortgagor in any form and manner deemed expedient by the Lender, and may, but need not, make full or partial payments of principal
or interest on prior encumbrances, if any, and purchase, discharge, compromise or settle any tax lien or other prior lien or title or claim
thereof, or redeem from any tax sale or forfeiture affecting the Premises or consent to any tax or assessment or cure any default of the
Mortgagor in any lease of the Premises. All monies paid for any of the purposes herein authorized and all expenses paid or incurred in
connection therewith, including reasonable attorneys’ fees, and any other monies advanced by the Lender in regard to any tax referred
to in Section 8 hereof or to protect the Premises or the lien hereof, shall be so much additional Indebtedness, and shall become
immediately due and payable by the Mortgagor to the Lender, upon demand, and with interest thereon accruing from the date of such
demand until paid at the “Default Rate” (as defined in the Note or the Loan Agreement). In addition
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to the foregoing, any costs, expenses and fees, including reasonable attorneys’ fees, incurred by the Lender in connection with (a)
sustaining the lien of this Mortgage or its priority, (b) protecting or enforcing any of the Lender’s rights hereunder, (c) recovering any
Indebtedness, (d) any litigation or proceedings affecting the Note, this Mortgage, any of the other Loan Documents or the Premises,
including without limitation, bankruptcy and probate proceedings, or (e) preparing for the commencement, defense or participation in
any threatened litigation or proceedings affecting the Note, this Mortgage, any of the other Loan Documents or the Premises, shall be
so much additional Indebtedness, and shall become immediately due and payable by the Mortgagor to the Lender, upon demand, and
with interest thereon accruing from the date of such demand until paid at the Default Rate. The interest accruing under this Section
shall be immediately due and payable by the Mortgagor to the Lender, and shall be additional Indebtedness evidenced by the Note and
secured by this Mortgage. The Lender’s failure to act shall never be considered as a waiver of any right accruing to the Lender on
account of any Event of Default under this Mortgage or any of the other Loan Documents. Should any amount paid out or advanced
by the Lender hereunder, or pursuant to any agreement executed by the Mortgagor in connection with the Loan, be used directly or
indirectly to pay off, discharge or satisfy, in whole or in part, any lien or encumbrance upon the Premises or any part thereof, then the
Lender shall be subrogated to any and all rights, equal or superior titles, liens and equities, owned or claimed by any owner or holder
of said outstanding liens, charges and indebtedness, regardless of whether said liens, charges and indebtedness are acquired by
assignment or have been released of record by the holder thereof upon payment.

13.    Security Agreement. The Mortgagor and the Lender agree that this Mortgage shall constitute a Security Agreement
within the meaning of the Code with respect to (a) all sums at any time on deposit for the benefit of the Mortgagor or held by the
Lender (whether deposited by or on behalf of the Mortgagor or anyone else) pursuant to any of the provisions of this Mortgage or the
other Loan Documents, and (b) any personal property included in the granting clauses of this Mortgage, which personal property may
not be deemed to be affixed to the Premises or may not constitute a “fixture” (within the meaning of the Code and which property is
hereinafter referred to as “Personal Property”), and all replacements of, substitutions for, additions to, and the proceeds thereof, and
the supporting obligations (as defined in the Code) (all of said Personal Property and the replacements, substitutions and additions
thereto and the proceeds thereof being sometimes hereinafter collectively referred to as “Collateral”), and that a security interest in and
to the Collateral is hereby granted to the Lender, and the Collateral and all of the Mortgagor’s right, title and interest therein are hereby
assigned to the Lender, all to secure payment of the Indebtedness. All of the provisions contained in this Mortgage pertain and apply to
the Collateral as fully and to the same extent as to any other property comprising the Premises; and the following provisions of this
Section shall not limit the applicability of any other provision of this Mortgage but shall be in addition thereto:

(a)    The Mortgagor (being the Debtor as that term is used in the Code) is and will be the true and lawful owner of the
Collateral and has rights in and the power to transfer the Collateral, subject to no liens, charges or encumbrances other than the
lien of this Mortgage, other liens and encumbrances benefiting the Lender and no other party, and liens and encumbrances, if
any, expressly permitted by the other Loan Documents.
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(b)    The Collateral is to be used by the Mortgagor solely for business purposes.

(c)    The Collateral will be kept at the Real Estate and, except for Collateral no longer useful in connection with the
operation of the Real Estate, provided that prior to the sale or other disposition thereof, such Collateral has been replaced by
property of at least equal value and utility and which is subject to the lien of this Mortgage, will not be removed therefrom
without the consent of the Lender (being the Secured Party as that term is used in the Code). The Collateral may be affixed to
the Real Estate but will not be affixed to any other real estate.

(d)    The only persons having any interest in the Premises are the Mortgagor, the Lender and holders of interests, if any,
expressly permitted hereby.

(e)    No Financing Statement (other than Financing Statements showing the Lender as the sole secured party, or with
respect to liens or encumbrances, if any, expressly permitted hereby) covering any of the Collateral or any proceeds thereof is
on file in any public office except pursuant hereto; and the Mortgagor, at the Mortgagor’s own cost and expense, upon demand,
will furnish to the Lender such further information and will execute and deliver to the Lender such financing statements and
other documents in form satisfactory to the Lender and will do all such acts as the Lender may request at any time or from time
to time or as may be necessary or appropriate to establish and maintain a perfected security interest in the Collateral as security
for the Indebtedness, subject to no other liens or encumbrances, other than liens or encumbrances benefiting the Lender and no
other party, and liens and encumbrances (if any) expressly permitted hereby; and the Mortgagor will pay the cost of filing or
recording such financing statements or other documents, and this instrument, in all public offices wherever filing or recording is
deemed by the Lender to be desirable. The Mortgagor hereby irrevocably authorizes the Lender at any time, and from time to
time, to file in any jurisdiction any initial financing statements and amendments thereto, without the signature of the Mortgagor,
that (i) indicate the Collateral (A) is comprised of all assets of the Mortgagor or words of similar effect, regardless of whether
any particular asset comprising a part of the Collateral falls within the scope of Article 9 of the Uniform Commercial Code of
the jurisdiction wherein such financing statement or amendment is filed, or (B) as being of an equal or lesser scope or within
greater detail as the grant of the security interest set forth herein, and (ii) contain any other information required by the Uniform
Commercial Code of the jurisdiction wherein such financing statement or amendment is filed regarding the sufficiency or filing
office acceptance of any financing statement or amendment, including (A) whether the Mortgagor is an organization, the type
of organization and any organizational identification number issued to the Mortgagor, and (B) in the case of a financing
statement filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of
the real property to which the Collateral relates. The Mortgagor agrees to furnish any such information to the Lender promptly
upon request. The Mortgagor further ratifies and affirms its authorization for any financing statements and/or amendments
thereto, executed and filed by the Lender in any jurisdiction prior to the date of this Mortgage. In addition, the Mortgagor shall
make appropriate entries on its books and records disclosing the Lender’s security interests in the Collateral.
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(f)    Upon and during the continuance of an Event of Default under this Mortgage, the Lender shall have the remedies
of a secured party under the Code, including, without limitation, the right to take immediate and exclusive possession of the
Collateral, or any part thereof, and for that purpose, so far as the Mortgagor can give authority therefor, with or without judicial
process, may enter (if this can be done without breach of the peace) upon any place which the Collateral or any part thereof
may be situated and remove the same therefrom (provided that if the Collateral is affixed to real estate, such removal shall be
subject to the conditions stated in the Code); and the Lender shall be entitled to hold, maintain, preserve and prepare the
Collateral for sale, until disposed of, or may propose to retain the Collateral subject to the Mortgagor’s right of redemption in
satisfaction of the Mortgagor’s obligations, as provided in the Code. The Lender may render the Collateral unusable without
removal and may dispose of the Collateral on the Premises. The Lender may require the Mortgagor to assemble the Collateral
and make it available to the Lender for its possession at a place to be designated by the Lender which is reasonably convenient
to both parties. The Lender will give the Mortgagor at least 10 days’ notice of the time and place of any public sale of the
Collateral or of the time after which any private sale or any other intended disposition thereof is made. The requirements of
reasonable notice shall be met if such notice is mailed, by certified United States mail or equivalent, postage prepaid, to the
address of the Mortgagor hereinafter set forth at least 10 days before the time of the sale or disposition. The Lender may buy at
any public sale. The Lender may buy at private sale if the Collateral is of a type customarily sold in a recognized market or is of
a type which is the subject of widely distributed standard price quotations. Any such sale may be held in conjunction with any
foreclosure sale of the Premises. If the Lender so elects, the Premises and the Collateral may be sold as one lot. The net
proceeds realized upon any such disposition, after deduction for the expenses of retaking, holding, preparing for sale, selling
and the reasonable attorneys’ fees and legal expenses incurred by the Lender, shall be applied against the Indebtedness in such
order or manner as the Lender shall select. The Lender will account to the Mortgagor for any surplus realized on such
disposition.

(g)    The terms and provisions contained in this Section, unless the context otherwise requires, shall have the meanings
and be construed as provided in the Code.

(h)    This Mortgage is intended to be a financing statement filed as a fixture filing pursuant to Section 36-9-502(c) of the
Code, as adopted in the State of South Carolina. The addresses of the Mortgagor (Debtor) and the Lender (Secured Party) are
hereinbelow set forth. This Mortgage is to be filed for recording in appropriate public records of the county or counties where
the Premises are located. The Mortgagor is the record owner of the Premises.

(i)    To the extent permitted by applicable law, the security interest created hereby is specifically intended to cover all
Leases between the Mortgagor or its agents as lessor, and various tenants named therein, as lessee, including all extended terms
and all extensions and renewals of the terms thereof, as well as any amendments to or replacement of said Leases, together with
all of the right, title and interest of the Mortgagor, as lessor thereunder.

(j)    The Mortgagor represents and warrants that: (i) the Mortgagor is the record owner of the Premises; (ii) the
Mortgagor’s chief executive office is located in

- 13 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



the State of Georgia; (iii) the Mortgagor’s state of organization is the State of Georgia; and (iv) the Mortgagor’s exact legal
name is as set forth on Page 1 of this Mortgage.

(k)    The Mortgagor hereby agrees that: (i) where Collateral is in possession of a third party, the Mortgagor will join
with the Lender in notifying the third party of the Lender’s interest and obtaining an acknowledgment from the third party that
it is holding the Collateral for the benefit of the Lender; (ii) the Mortgagor will cooperate with the Lender in obtaining control
with respect to Collateral consisting of: deposit accounts, investment property, letter of credit rights and electronic chattel paper;
and (iii) until the Indebtedness is paid in full, the Mortgagor will not change the state where it is located or change its name or
form of organization without giving the Lender at least 30 days prior written notice in each instance.

14.    Events of Default; Acceleration. Each of the following shall constitute an Event of Default under this Mortgage:

(a)    The Mortgagor fails to pay any amount payable to the Lender under this Mortgage when any such payment is due
in accordance with the terms hereof.

(b)    The Mortgagor fails to perform or observe, or to cause to be performed or observed, any other obligation,
covenant, term, agreement or provision required to be performed or observed by the Mortgagor under this Mortgage; provided,
however, that:

(i)    If such failure can be cured solely by the payment of money, such failure shall not constitute an Event of
Default unless it shall continue for a period of five days after written notice to the Mortgagor;

(ii)    If such failure cannot be cured solely by the payment of money and does not pose an emergency or
dangerous condition or a material threat to the security for the Loan, such failure shall not constitute an Event of Default
unless it shall continue for a period of 30 days after written notice to the Mortgagor; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured within such 30-day
period, and if such failure is susceptible of cure, it shall not constitute an Event of Default if corrective action is
instituted by the Mortgagor within such 30-day period and is diligently pursued and such failure is cured within 90 days
after the occurrence of such failure;

(c)    The occurrence of an Event of Default under the Loan Agreement, the Note or any of the other Loan Documents.

If an Event of Default occurs under this Mortgage, the Lender may, at its option, declare the whole of the Indebtedness to be
immediately due and payable without further notice to the Mortgagor, with interest thereon accruing from the date of such Event of
Default until paid at the Default Rate, and in the event of the occurrence of certain Events of Default under the Loan Agreement, the
Note shall automatically become due and payable immediately as provided in the Loan Agreement.
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15.    Foreclosure; Expense of Litigation.

(a)    When all or any part of the Indebtedness shall become due, whether by acceleration or otherwise, the Lender shall have
the right to foreclose the lien hereof for such Indebtedness or part thereof and/or exercise any right, power or remedy provided (i) in
this Mortgage or any of the other Loan Documents in accordance with the applicable laws of the State of South Carolina, or (ii) under
South Carolina law including the use of non-judicial statutory foreclosure proceedings. In the event of a foreclosure sale, the Lender is
hereby authorized, without the consent of the Mortgagor, to assign any and all insurance policies to the purchaser at such sale or to take
such other steps as the Lender may deem advisable to cause the interest of such purchaser to be protected by any of such insurance
policies.

(b)    In any suit or other proceeding to foreclose this Mortgage or enforce any other remedy of the Lender under this Mortgage
or the Note, there shall be allowed and included as additional indebtedness in the decree for sale or other judgment or decree all
expenditures and expenses which may be actually paid or incurred by or on behalf of the Lender for reasonable attorneys’ fees,
appraisers’ fees, outlays for documentary and expert evidence, stenographers’ charges, publication costs, and costs (which may be
estimated as to items to be expended after entry of the decree) of procuring all such abstracts of title, title searches and examinations,
title insurance policies, and similar data and assurances with respect to the title as the Lender may deem reasonably necessary either to
prosecute such suit or to evidence to bidders at any sale which may be had pursuant to such decree the true condition of the title to or
the value of the Premises. All expenditures and expenses of the nature mentioned in this Section and such other expenses and fees as
may be incurred in the enforcement of the Mortgagor’s obligations hereunder, the protection of said Premises and the maintenance of
the interest created by this Mortgage, including the actual and reasonable fees of any attorney employed by the Lender in any litigation
or proceeding affecting this Mortgage, the Note, or the Premises, including probate and bankruptcy proceedings, or in preparations for
the commencement or defense of any proceeding or threatened suit or proceeding shall be immediately due and payable by the
Mortgagor, with interest thereon until paid at the Default Rate and shall be secured by this Mortgage.

16.    Application of Proceeds of Foreclosure Sale. The proceeds of any foreclosure sale of the Premises shall be distributed
and applied in accordance with the applicable laws of the State of South Carolina and, unless otherwise specified therein, in such order
as the Lender may determine in its sole and absolute discretion, subject to any express provisions of the Loan Agreement.

17.    Appointment of Receiver. Upon or at any time after the filing of a complaint to foreclose this Mortgage, the court in
which such complaint is filed shall, upon petition by the Lender, appoint a receiver for the Premises in accordance with the applicable
laws of the State of South Carolina. Such appointment may be made either before or after sale, without notice, without regard to the
solvency or insolvency of the Mortgagor at the time of application for such receiver and without regard to the value of the Premises or
whether the same shall be then occupied as a homestead or not and the Lender hereunder or any other holder of the Note may be
appointed as such receiver. Such receiver shall have power to collect the rents, issues and profits of the Premises (i) during the
pendency of such foreclosure suit, (ii) in case of a sale and a deficiency, during the full statutory period of redemption, whether there
be redemption or not, and (iii) during any further times when the Mortgagor, but for the intervention of such receiver, would be entitled
to collect such rents, issues and profits. Such receiver also
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shall have all other powers and rights that may be necessary or are usual in such cases for the protection, possession, control,
management and operation of the Premises during said period, including, to the extent permitted by law, the right to lease all or any
portion of the Premises for a term that extends beyond the time of such receiver’s possession without obtaining prior court approval of
such lease. The court from time to time may authorize the application of the net income received by the receiver in payment of (a) the
Indebtedness, or any amount found due or secured by any judgment or decree foreclosing this Mortgage, or any tax, special assessment
or other lien which may be or become superior to the lien hereof or of such judgment or decree, provided such application is made
prior to foreclosure sale, and (b) any deficiency upon a sale and deficiency.

18.    Lender’s Right of Possession in Case of Default. At any time after an Event of Default under this Mortgage has
occurred and is continuing, the Mortgagor shall, upon demand of the Lender, surrender to the Lender possession of the Premises. The
Lender, in its discretion, may, with process of law, enter upon and take and maintain possession of all or any part of the Premises,
together with all documents, books, records, papers and accounts relating thereto, and may exclude the Mortgagor and its employees,
agents or servants therefrom, and the Lender may then hold, operate, manage and control the Premises, either personally or by its
agents. The Lender shall have full power to use such measures, legal or equitable, as in its discretion may be deemed proper or
necessary to enforce the payment or security of the avails, rents, issues, and profits of the Premises, including actions for the recovery
of rent, actions in forcible detainer and actions in distress for rent. Without limiting the generality of the foregoing, but subject to
applicable South Carolina law, the Lender shall have full power to:

(a)    Cancel or terminate any lease or sublease for any cause or on any ground which would entitle the Mortgagor to
cancel the same;

(b)    Elect to disaffirm any lease or sublease which is then subordinate to this Mortgage;

(c)    Extend or modify any then existing leases and to enter into new leases, which extensions, modifications and leases
may provide for terms to expire, or for options to lessees to extend or renew terms to expire, beyond the Maturity Date and
beyond the date of the issuance of a deed or deeds to a purchaser or purchasers at a foreclosure sale, it being understood and
agreed that any such leases, and the options or other such provisions to be contained therein, shall be binding upon the
Mortgagor and all persons whose interests in the Premises are subject to this Mortgage and upon the purchaser or purchasers at
any foreclosure sale, notwithstanding any redemption from sale, discharge of the Indebtedness, satisfaction of any foreclosure
judgment, or issuance of any certificate of sale or deed to any purchaser;

(d)    Make any repairs, renewals, replacements, alterations, additions, betterments and improvements to the Premises as
the Lender deems are necessary;

(e)    Insure and reinsure the Premises and all risks incidental to the Lender’s possession, operation and management
thereof; and

(f)    Receive all of such avails, rents, issues and profits.
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19.    Application of Income Received by Lender. The Lender, in the exercise of the rights and powers hereinabove
conferred upon it, shall have full power to use and apply the avails, rents, issues and profits of the Premises to the payment of or on
account of the following, in such order as the Lender may determine:

(a)    To the payment of the operating expenses of the Premises, including cost of management and leasing thereof
(which shall include compensation to the Lender and its agent or agents, if management be delegated to an agent or agents, and
shall also include lease commissions and other compensation and expenses of seeking and procuring tenants and entering into
leases), established claims for damages, if any, and premiums on insurance hereinabove authorized;

(b)    To the payment of taxes and special assessments now due or which may hereafter become due on the Premises;
and

(c)    To the payment of any Indebtedness, including any deficiency which may result from any foreclosure sale.

20.    Compliance with Law.

(a)    If any provision in this Mortgage shall be inconsistent with any provision of the applicable laws of the State of South
Carolina, such laws shall take precedence over the provisions of this Mortgage, but shall not invalidate or render unenforceable any
other provision of this Mortgage that can be construed in a manner consistent with such laws.

(b)    If any provision of this Mortgage shall grant to the Lender (including the Lender acting as a mortgagee-in-possession) or a
receiver appointed pursuant to the provisions of this Mortgage any powers, rights or remedies prior to, upon or following the
occurrence of an Event of Default under this Mortgage which are more limited than the powers, rights or remedies that would
otherwise be vested in the Lender or in such receiver under the applicable laws of the State of South Carolina in the absence of said
provision, the Lender and such receiver shall be vested with the powers, rights and remedies granted by such laws to the full extent
permitted by law.

21.    Rights Cumulative. Each right, power and remedy herein conferred upon the Lender is cumulative and in addition to
every other right, power or remedy, express or implied, given now or hereafter existing under any of the Loan Documents or at law or
in equity, and each and every right, power and remedy herein set forth or otherwise so existing may be exercised from time to time as
often and in such order as may be deemed expedient by the Lender, and the exercise or the beginning of the exercise of one right,
power or remedy shall not be a waiver of the right to exercise at the same time or thereafter any other right, power or remedy, and no
delay or omission of the Lender in the exercise of any right, power or remedy accruing hereunder or arising otherwise shall impair any
such right, power or remedy, or be construed to be a waiver of any Event of Default under this Mortgage or acquiescence therein.

22.    Lender’s Right of Inspection. The Lender and its representatives shall have the right to inspect the Premises and the
books and records with respect thereto at all reasonable times upon not less than 24 hours’ prior notice to the Mortgagor, and access
thereto, subject to the rights of tenants in possession, shall be permitted for that purpose.
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23.    Release Upon Payment and Discharge of Mortgagor’s Obligations. The Lender shall release this Mortgage and the
lien hereof by proper instrument upon payment and discharge of all Indebtedness, including payment of all reasonable expenses
incurred by the Lender in connection with the execution of such release.

24.    Notices. All notices and other communications provided for in this Mortgage (“Notices”) shall be in writing. The “Notice
Addresses” of the parties for purposes of this Mortgage are as follows:

Mortgagor:

Sumter Valley Property Holdings, LLC
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: William McBride III

With a copy to:

Holt Ney Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention: Gregory P. Youra

Lender:

The PrivateBank and Trust Company
120 South LaSalle Street
Chicago, Illinois 60603
Attention: Amy K. Hallberg

With a copy to:

Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
Attention: Alvin L. Kruse

or such other address as a party may designate by notice duly given in accordance with this Section to the other parties. A Notice to a
party shall be effective when delivered to such party’s Notice Address by any means, including, without limitation, personal delivery
by the party giving the Notice, delivery by United States regular, certified or registered mail, or delivery by a commercial courier or
delivery service. If the Notice Address of a party includes a facsimile number or electronic mail address, Notice given by facsimile or
electronic mail shall be effective when delivered at such facsimile number or email address. If delivery of a Notice is refused, it shall be
deemed to have been delivered at the time of such refusal of delivery. The party giving a Notice shall have the burden of establishing
the fact and date of delivery or refusal of delivery of a Notice.

25.    Waiver of Rights. The Mortgagor hereby covenants and agrees that it will not at any time insist upon or plead, or in any
manner claim or take any advantage of, any stay, exemption or extension law or any so-called “Moratorium Law” now or at any time
hereafter in force providing for the valuation or appraisement of the Premises, or any part thereof, prior to any sale or sales thereof to be
made pursuant to any provisions herein contained, or to any decree, judgment or order of any court of competent jurisdiction; or, after
such sale or sales, claim or exercise any rights under any statute now or hereafter in force to redeem the property so sold, or any part
thereof, or relating to the marshalling thereof, upon foreclosure sale or other enforcement hereof; and without limiting the foregoing:
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(a)    The Mortgagor hereby expressly waives any and all rights of reinstatement and redemption, if any, under any
order, judgment or decree of foreclosure of this Mortgage, on its own behalf and on behalf of each and every person, it being
the intent hereof that any and all such rights of reinstatement and redemption of the Mortgagor and of all other persons are and
shall be deemed to be hereby waived to the full extent permitted by the applicable laws of the State of South Carolina; and

(b)    The Mortgagor will not invoke or utilize any such law or laws or otherwise hinder, delay or impede the execution
of any right, power or remedy herein or otherwise granted or delegated to the Lender but will suffer and permit the execution of
every such right, power and remedy as though no such law or laws had been made or enacted; and

(c)    The Mortgagor understands that upon default hereunder, among other remedies set out herein, the Lender may
foreclose upon the Premises and ask for a deficiency judgment pursuant to Section 29-3-660 of the Code of Laws of South
Carolina 1976. To the extent permitted by law, the Mortgagor hereby expressly waives and relinquishes any appraisal rights
which the Mortgagor may have under Section 29-3-680 through Section 29-3-760 of the Code of Laws of South Carolina
1976 as amended and understands and agrees that a deficiency judgment, if pursued by the Lender, shall be determined by the
highest price bid at the judicial sale of the Premises.

26.    Contests. Notwithstanding anything to the contrary herein contained, the Mortgagor shall have the right to contest by
appropriate legal proceedings diligently prosecuted any Taxes imposed or assessed upon the Premises or which may be or become a
lien thereon and any mechanics’, materialmen’s or other liens or claims for lien upon the Premises (each, a “Contested Lien”), and no
Contested Lien shall constitute an Event of Default under this Mortgage, if, but only if:

(a)    The Mortgagor shall forthwith give notice of any Contested Lien to the Lender at the time the same shall be
asserted;

(b)    The Mortgagor shall either pay under protest or deposit with the Lender the full amount (the “Lien Amount”) of
such Contested Lien, together with such amount as the Lender may reasonably estimate as interest or penalties which might
arise during the period of contest; provided that in lieu of such payment the Mortgagor may furnish to the Lender a bond or title
indemnity in such amount and form, and issued by a bond or title insuring company, as may be satisfactory to the Lender;

(c)    The Mortgagor shall diligently prosecute the contest of any Contested Lien by appropriate legal proceedings
having the effect of staying the foreclosure or forfeiture of the Premises, and shall permit the Lender to be represented in any
such contest and shall pay all expenses incurred, in so doing, including fees and expenses of the Lender’s counsel (all of which
shall constitute so much additional Indebtedness bearing interest at the Default Rate until paid, and payable upon demand);

(d)    The Mortgagor shall pay each such Contested Lien and all Lien Amounts together with interest and penalties
thereon (i) if and to the extent that any such Contested Lien shall be determined adverse to the Mortgagor, or (ii) forthwith upon
demand by the Lender if, in the opinion of the Lender, and notwithstanding any such contest, the
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Premises shall be in jeopardy or in danger of being forfeited or foreclosed; provided that if the Mortgagor shall fail so to do, the
Lender may, but shall not be required to, pay all such Contested Liens and Lien Amounts and interest and penalties thereon
and such other sums as may be necessary in the judgment of the Lender to obtain the release and discharge of such liens; and
any amount expended by the Lender in so doing shall be so much additional Indebtedness bearing interest at the Default Rate
until paid, and payable upon demand; and provided further that the Lender may in such case use and apply monies deposited as
provided in paragraph (b) of this Section and may demand payment upon any bond or title indemnity furnished as aforesaid.

27.    Expenses Relating to Note and Mortgage.

(a)    The Mortgagor will pay all expenses, charges, costs and fees relating to the Loan or necessitated by the terms of the Note,
this Mortgage or any of the other Loan Documents, including without limitation, the Lender’s reasonable attorneys’ fees actually
incurred in connection with the negotiation, documentation, administration, servicing and enforcement of the Note, this Mortgage and
the other Loan Documents, all filing, registration and recording fees, all other expenses incident to the execution and acknowledgment
of this Mortgage and all federal, state, county and municipal taxes, and other taxes (provided the Mortgagor shall not be required to pay
any income or franchise taxes of the Lender), duties, imposts, assessments and charges arising out of or in connection with the
execution and delivery of the Note and this Mortgage. The Mortgagor recognizes that, during the term of this Mortgage, the Lender:

(i)    May be involved in court or administrative proceedings, including, without restricting the foregoing, foreclosure,
probate, bankruptcy, creditors’ arrangements, insolvency, housing authority and pollution control proceedings of any kind, to
which the Lender shall be a party by reason of the Loan Documents or in which the Loan Documents or the Premises are
involved directly or indirectly;

(ii)    May make preparations following the occurrence of an Event of Default under this Mortgage for the
commencement of any suit for the foreclosure hereof, which may or may not be actually commenced;

(iii)    May make preparations following the occurrence of an Event of Default under this Mortgage for, and do work in
connection with, the Lender’s taking possession of and managing the Premises, which event may or may not actually occur;

(iv)    May make preparations for and commence other private or public actions to remedy an Event of Default under
this Mortgage, which other actions may or may not be actually commenced;

(v)    May enter into negotiations with the Mortgagor or any of its agents, employees or attorneys in connection with the
existence or curing of any Event of Default under this Mortgage, the sale of the Premises, the assumption of liability for any of
the Indebtedness or the transfer of the Premises in lieu of foreclosure; or

(vi)    May enter into negotiations with the Mortgagor or any of its agents, employees or attorneys pertaining to the
Lender’s approval of actions taken or proposed to be taken by the Mortgagor which approval is required by the terms of this
Mortgage.
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(b)    All expenses, charges, costs and fees described in this Section shall be so much additional Indebtedness, shall bear interest
from the date so incurred until paid at the Default Rate and shall be paid, together with said interest, by the Mortgagor forthwith upon
demand.

28.    Statement of Indebtedness. The Mortgagor, within seven days after being so requested by the Lender, shall furnish a
duly acknowledged written statement setting forth the amount of the debt secured by this Mortgage, the date to which interest has been
paid and stating either that no offsets or defenses exist against such debt or, if such offsets or defenses are alleged to exist, the nature
thereof.

29.    Further Instruments. Upon request of the Lender, the Mortgagor shall execute, acknowledge and deliver all such
additional instruments and further assurances of title and shall do or cause to be done all such further acts and things as may reasonably
be necessary fully to effectuate the intent of this Mortgage and of the other Loan Documents.

30.    Additional Indebtedness Secured. All persons and entities with any interest in the Premises or about to acquire any such
interest should be aware that this Mortgage secures more than the stated principal amount of the Note and interest thereon; this
Mortgage secures any and all other amounts which may become due under the Note, any of the other Loan Documents or any other
document or instrument evidencing, securing or otherwise affecting the Indebtedness, including, without limitation, any Future
Advances and all amounts expended by the Lender to operate, manage or maintain the Premises or to otherwise protect the Premises or
the lien of this Mortgage.

31.    Indemnity. The Mortgagor hereby covenants and agrees that no liability shall be asserted or enforced against the Lender
in the exercise of the rights and powers granted to the Lender in this Mortgage, and the Mortgagor hereby expressly waives and
releases any such liability, except to the extent resulting from the gross negligence or willful misconduct of the Lender. The Mortgagor
shall indemnify and save the Lender harmless from and against any and all liabilities, obligations, losses, damages, claims, costs and
expenses, including reasonable attorneys’ fees and court costs actually incurred (collectively, “Claims”), of whatever kind or nature
which may be imposed on, incurred by or asserted against the Lender at any time by any third party which relate to or arise from: (a)
any suit or proceeding (including probate and bankruptcy proceedings), or the threat thereof, in or to which the Lender may or does
become party, either as plaintiff or as defendant, by reason of this Mortgage or for the purpose of protecting the lien of this Mortgage;
(b) the offer for sale or sale of all or any portion of the Premises; and (c) the ownership, leasing, use, operation or maintenance of the
Premises, if such Claims relate to or arise from actions taken prior to the surrender of possession of the Premises to the Lender in
accordance with the terms of this Mortgage; provided, however, that the Mortgagor shall not be obligated to indemnify or hold the
Lender harmless from and against any Claims directly arising from the gross negligence or willful misconduct of the Lender. All costs
provided for herein and paid for by the Lender shall be so much additional Indebtedness and shall become immediately due and
payable upon demand by the Lender and with interest thereon from the date incurred by the Lender until paid at the Default Rate.

32.    Subordination of Property Manager’s Lien. Any property management agreement for the Premises entered into
hereafter with a property manager shall contain a provision whereby the property manager agrees that any and all mechanics’ lien
rights that the property manager or anyone claiming by, through or under the property manager may have in the Premises shall be
subject and subordinate to the lien of this Mortgage and shall provide

- 21 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



that the Lender may terminate such agreement, without penalty or cost, at any time after the occurrence of an Event of Default under
this Mortgage. Such property management agreement or a short form thereof, at the Lender’s request, shall be recorded in the
appropriate public records of the county where the Premises are located. In addition, if the property management agreement in
existence as of the date hereof does not contain a subordination provision, the Mortgagor shall cause the property manager under such
agreement to enter into a subordination of the management agreement with the Lender, in recordable form, whereby such property
manager subordinates present and future lien rights and those of any party claiming by, through or under such property manager to this
Mortgage.

33.    Compliance with Environmental Laws. Concurrently herewith the Mortgagor and the Guarantors have executed and
delivered to the Lender that certain Environmental Indemnity Agreement dated as of the date hereof (the “Indemnity”) pursuant to
which the Mortgagor and the Guarantors have indemnified the Lender for environmental matters concerning the Premises, as more
particularly described therein. The provisions of the Indemnity are hereby incorporated herein and this Mortgage shall secure the
obligations of the Mortgagor thereunder.

34.    Miscellaneous.

(a)    Incorporation of Section 12.2 of Loan Agreement. The provisions of Section 12.2 of the Loan Agreement is hereby
incorporated into and made a part of this Mortgage.

(b)    Usury and Truth in Lending. The Loan does not violate the laws of the State of South Carolina relating to the rate of
interest which may be charged upon loans of money. The Loan is an exempted transaction under the Truth In Lending Act, 15 U.S.C.,
§1601, et seq.

(c)    Successors and Assigns. This Mortgage and all provisions hereof shall be binding upon and enforceable against the
Mortgagor and its assigns and other successors. This Mortgage and all provisions hereof shall inure to the benefit of the Lender, its
successors and assigns and any holder or holders, from time to time, of the Note.

(d)    Invalidity of Provisions; Governing Law. In the event that any provision of this Mortgage is deemed to be invalid by
reason of the operation of law, or by reason of the interpretation placed thereon by any administrative agency or any court, the
Mortgagor and the Lender shall negotiate an equitable adjustment in the provisions of the same in order to effect, to the maximum
extent permitted by law, the purpose of this Mortgage and the validity and enforceability of the remaining provisions, or portions or
applications thereof, shall not be affected thereby and shall remain in full force and effect. This Mortgage is to be construed in
accordance with and governed by the laws of the State of South Carolina.

(e)    Municipal Requirements. The Mortgagor shall not by act or omission permit any building or other improvement on
premises not subject to the lien of this Mortgage to rely on the Premises or any part thereof or any interest therein to fulfill any
municipal or governmental requirement, and the Mortgagor hereby assigns to the Lender any and all rights to give consent for all or
any portion of the Premises or any interest therein to be so used. Similarly, no building or other improvement on the Premises shall rely
on any premises not subject to this Mortgage or any interest therein to fulfill any governmental or municipal requirement. Any act or
omission by the Mortgagor which would result in a violation of any of the provisions of this paragraph shall be void.
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(f)    Rights of Tenants. The Lender shall have the right and option to commence a civil action to foreclose this Mortgage and
to obtain a decree of foreclosure and sale subject to the rights of any tenant or tenants of the Premises having an interest in the Premises
prior to that of the Lender. The failure to join any such tenant or tenants of the Premises as party defendant or defendants in any such
civil action or the failure of any decree of foreclosure and sale to foreclose their rights shall not be asserted by the Mortgagor as a
defense in any civil action instituted to collect the Indebtedness, or any part thereof or any deficiency remaining unpaid after
foreclosure and sale of the Premises, any statute or rule of law at any time existing to the contrary notwithstanding.

(g)    Option of Lender to Subordinate. At the option of the Lender, this Mortgage shall become subject and subordinate, in
whole or in part (but not with respect to priority of entitlement to insurance proceeds or any condemnation or eminent domain award)
to any and all leases of all or any part of the Premises upon the execution by the Lender of a unilateral declaration to that effect and the
recording thereof in the appropriate public records in and for the county wherein the Premises are situated.

(h)    Mortgagee-in-Possession. Nothing herein contained shall be construed as constituting the Lender a mortgagee-in-
possession in the absence of the actual taking of possession of the Premises by the Lender pursuant to this Mortgage.

(i)    Relationship of Lender and Mortgagor. The Lender shall in no event be construed for any purpose to be a partner, joint
venturer, agent or associate of the Mortgagor or of any lessee, operator, concessionaire or licensee of the Mortgagor in the conduct of
their respective businesses, and, without limiting the foregoing, the Lender shall not be deemed to be such partner, joint venturer, agent
or associate on account of the Lender becoming a mortgagee-in-possession or exercising any rights pursuant to this Mortgage, any of
the other Loan Documents, or otherwise. The relationship of the Mortgagor and the Lender hereunder is solely that of debtor/creditor.

(j)    Time of the Essence. Time is of the essence of the payment by the Mortgagor of all amounts due and owing to the Lender
under the Note and the other Loan Documents and the performance and observance by the Mortgagor of all terms, conditions,
obligations and agreements contained in this Mortgage and the other Loan Documents.

(k)    No Merger. The parties hereto intend that this Mortgage and the interest hereunder shall not merge in the fee simple title
to the Premises, and if the Lender acquires any additional or other interest in or to the Premises or the ownership thereof, then, unless a
contrary intent is manifested by the Lender as evidenced by an express statement to that effect in an appropriate document duly
recorded, this Mortgage and the interest hereunder shall not merge in the fee simple title and this Mortgage may be foreclosed as if
owned by a stranger to the fee simple title.

(l)    Complete Agreement; No Reliance; Modifications. This Mortgage, the Note and the other Loan Documents constitute
the complete agreement between the parties with respect to the subject matter hereof. The Mortgagor acknowledges that it is executing
this Mortgage without relying on any statements, representations or warranties, either oral or written, that are not expressly set forth
herein or in the other Loan Documents. This Mortgage and the Loan Documents may not be modified, altered or amended except by
an agreement in writing signed by both the Mortgagor and the Lender.
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(m)    Captions. The captions and headings of various Sections and paragraphs of this Mortgage and exhibits pertaining hereto
are for convenience only and are not to be considered as defining or limiting in any way the scope or intent of the provisions hereof.

(n)    Gender and Number. Any word herein which is expressed in the masculine or neuter gender shall be deemed to include
the masculine, feminine and neuter genders. Any word herein which is expressed in the singular or plural number shall be deemed,
whenever appropriate in the context, to include the singular and the plural.

(o)    Counterparts; Electronic Signatures. This Mortgage may be executed in any number of counterparts and by the
different parties hereto on separate counterparts and each such counterpart shall be deemed to be an original, but all such counterparts
shall together constitute but one and the same document. Receipt of an executed signature page to this Mortgage by facsimile or other
electronic transmission shall constitute effective delivery thereof. An electronic record of this executed Mortgage maintained by the
Lender shall be deemed to be an original.

(p)    Construction. Each party to this Mortgage and legal counsel to each party have participated in the drafting of this
Mortgage, and accordingly the general rule of construction to the effect that any ambiguities in a contract are resolved against the party
drafting the contract shall not be employed in the construction and interpretation of this Mortgage.

35.    Litigation Provisions.

(a)    Consent to Jurisdiction. THE MORTGAGOR CONSENTS AND SUBMITS TO THE JURISDICTION OF
ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL
COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES ARE LOCATED,
IN WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

(b)    Consent to Venue. THE MORTGAGOR AGREES THAT ANY LEGAL PROCEEDING RELATING TO
THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST
THE MORTGAGOR IN ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY STATE
OR FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES
ARE LOCATED. THE MORTGAGOR WAIVES ANY OBJECTION TO VENUE IN ANY SUCH COURT AND
WAIVES ANY RIGHT IT MAY HAVE TO TRANSFER OR CHANGE THE VENUE FROM ANY SUCH COURT.

(c)    No Proceedings in Other Jurisdictions. THE MORTGAGOR AGREES THAT IT WILL NOT COMMENCE
ANY LEGAL PROCEEDING AGAINST THE LENDER RELATING IN ANY MANNER TO THIS MORTGAGE, THE
LOAN OR ANY OF THE OTHER LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL
COURT LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY THE LENDER
AGAINST THE MORTGAGOR IN A COURT IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM IN
SUCH LEGAL PROCEEDING.
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(d)    Waiver of Jury Trial . THE MORTGAGOR HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL
PROCEEDING RELATING TO THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

36.    Definitions of Certain Terms. The following terms shall have the following meanings in this Mortgage:

Affiliate: As to a person or entity, any other person or entity which, directly or indirectly, Controls, is Controlled by or is under
common Control with such first person or entity.

Bank Product Agreements: Those certain cash management service agreements entered into from time to time between any
Borrower and the Lender or its Affiliates in connection with any of the Bank Products.

Bank Product Obligations: All obligations, liabilities, contingent reimbursement obligations, fees, and expenses owing by any
Borrower to Lender or its Affiliates pursuant to or evidenced by the Bank Product Agreements and irrespective of whether for
the payment of money, whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising, and including all such amounts that any Borrower is obligated to reimburse to Lender as a result of Lender purchasing
participations or executing indemnities or reimbursement obligations with respect to the Bank Products provided to any
Borrower pursuant to the Bank Product Agreements.

Bank Products: Any service or facility extended to any Borrower by Lender or its Affiliates, including, without limitation, (i)
deposit accounts, (ii) cash management services, including, without limitation, controlled disbursement, lockbox, electronic
funds transfers (including, without limitation, book transfers, fedwire transfers, ACH transfers), online reporting and other
services relating to accounts maintained with Lender or its Affiliates, (iii) debit cards, and (iv) Hedging Agreements.

Code: The Uniform Commercial Code of the State of South Carolina as from time to time in effect; provided, however, that in
the event that, by reason of mandatory provisions of law, any or all of the attachment, perfection or priority of, or remedies with
respect to, the security interest in any collateral is governed by the Uniform Commercial Code as in effect in a jurisdiction other
than the State of South Carolina, the term “Code” shall mean the Uniform Commercial Code as in effect in such other
jurisdiction for purposes of the provisions of this Mortgage or the other Loan Documents relating to such attachment,
perfection, priority or remedies and for purposes of definitions related to such provisions.

Control: Possession by a person or an entity, directly or indirectly, of the power to direct or cause the direction of the
management and policies of an entity, whether by contract, ownership of voting securities, membership or partnership interests
or otherwise.

Default: When used in reference to this Mortgage or any other document, or in reference to any provision of or obligation
under this Mortgage or any other document, the occurrence of an event or the existence of a condition which, with the passage
of time or the giving of notice, or both, would constitute an Event of Default under this Mortgage or such other document, as
the case may be.
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Event of Default: The following: (i) when used in reference to this Mortgage, one or more of the events or occurrences
referred to in Section 14 of this Mortgage; and (ii) when used in reference to any other document, a default or event of default
under such document that has continued after the giving of any applicable notice and the expiration of any applicable grace or
cure periods.

Hedging Agreements: The following: (i) any ISDA Master Agreement between the Mortgagor and the Lender or any other
provider, (ii) any Schedule to Master Agreement between the Mortgagor and the Lender or any other provider, and (iii) all
other agreements entered into from time to time by the Mortgagor and the Lender or any other provider relating to Hedging
Transactions.

Hedging Transaction: Any transaction, including an agreement with respect thereto, now existing or hereafter entered into
between the Mortgagor and the Lender or any other provider which is a rate swap, basis swap, forward rate transaction,
commodity swap, commodity option, equity or equity index swap, equity or equity index option, bond option, interest rate
option, foreign exchange transaction, cap transaction, floor transaction, collar transaction, forward transaction, currency swap
transaction, cross-currency rate swap transaction, currency option or any other similar transaction (including any option with
respect to any of these transactions) or any combination thereof, whether linked to one or more interest rates, foreign currencies,
commodity prices, equity prices or other financial measures.

[SIGNATURE PAGE(S) AND EXHIBIT(S), IF ANY, FOLLOW THIS PAGE]
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WAIVER OF APPRAISAL RIGHTS . The laws of South Carolina provide that in any real estate foreclosure proceeding a
defendant against whom a personal judgment is taken or asked may within thirty days after the sale of the mortgaged property apply to
the court for an order of appraisal. The statutory appraisal value as approved by the court would be substituted for the high bid and
may decrease the amount of any deficiency owing in connection with the transaction. THE MORTGAGOR HEREBY WAIVES
AND RELINQUISHES THE STATUTORY APPRAISAL RIGHTS WHICH MEANS THE HIGH BID AT THE
JUDICIAL FORECLOSURE SALE WILL BE APPLIED TO THE DEBT REGARDLESS OF ANY APPRAISED
VALUE OF THE MORTGAGED PROPERTY.

IN WITNESS WHEREOF, the Mortgagor has executed and delivered this Mortgage as of the day and year first above
written.

SUMTER VALLEY Property Holdings, LLC

By /s/ William McBride III        
William McBride III, Manager

SIGNED, SEALED AND DELIVERED
IN THE PRESENCE OF:

- AdCare South Carolina Owner Loan Mortgage (Georgetown) -
- Signature/Acknowledgment Page 1 -
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ACKNOWLEDGMENT

STATE OF GEORGIA    )
) ss:        

COUNTY OF FULTON    )

- AdCare South Carolina Owner Loan Mortgage (Georgetown) -
- Signature/Acknowledgment Page 2 -
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EXHIBIT A

LEGAL DESCRIPTION OF REAL ESTATE

Record
All that piece, parcel, or part of land, with any improvements thereon, located in Privateer Township, Sumter County, South Carolina
and being more particularly described as follows:

From a point at the intersection of the Eastern right of way line of Kolb Road Extended and the Southeastern right of way line of the
Pinewood Road Extended, commence N53°59’35”E, a distance of 50.01 feet to an iron pipe, a point of beginning; thence
N53°59’35”E, a distance of 555.93 feet; thence S83°14’42”E, a distance of 34.09 feet; thence S36°04’30”E, a distance of 478.76 feet;
thence S 53°55’30”W, distance of 140.00 feet; thence N81°31’18”W, a distance of 85.45 feet; thence S53°59’28”W, a distance of
778.94 feet; thence N02°13’24”E, a distance of 512.95 feet; thence N28°06’52”E, a distance of 89.97 feet to an iron pipe, the point of
beginning. Said parcel contains 8.381 acres, more or less.

LESS AND EXCEPTING: All that certain piece, parcel or lot of land located in Privateer Township, Sumter County, South Carolina
being conveyed to South Carolina Department of Transportation by Sumter Valley Property Holdings, LLC, by deed dated November
19, 2013 and recorded on January 22, 2014 in Book 1198, page 1459, in the Office of the Register of Deeds for Sumter County.

As Surveyed
All that piece, parcel, or part of land, with any improvements thereon, located in Privateer Township, Sumter County, South Carolina,
containing 8.163 acres or 355,591 sq.ft., and being more particularly described as follows:

Commence at the intersection of the Eastern right of way line of Kolb Road Extended and the Southeastern right of way line of the
Pinewood Road Extended, thence N53°59’35”E 259.30’ to the point of beginning; thence N53°59’35”E 346.64’ feet to a point;
thence S83°14’42”E 34.09’ to a point; thence S36°04’30”E 478.76 feet to a point; thence S 53°55’30”W 140.00’ to a point; thence
N81°31’18”W 85.45’ to a point; thence S53°59’28”W 778.94’ to a point; thence N02°13’24”E 352.91’ to a point; thence
N15°18’08”E 110.48’ to a point; thence N 26°03’02”E 160.99’ to a point; thence N 46°43’43”E 162.12’ to a point being the point of
beginning.

Being the same property conveyed to Sumter Valley Property Holdings, LLC by deed of 1761 Pinewood Holdings, LLC dated
December 31, 2012 and recorded January7, 2013 in Book 1181, page 2020; less and excepting property conveyed to SC DOT on
January 22, 014 in Book 1198, page 1459.

Tax Map Sheet Numbers: 20816-06-001 and 20816-06-002
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EXHIBIT 10.378

SEVENTH AMENDMENT TO CREDIT AGREEMENT

THIS SEVENTH AMENDMENT TO CREDIT AGREEMENT (this " Amendment") is made and entered into as of the 30th day
of January, 2015, by and between ADK BONTERRA/PARKVIEW, LLC , a Georgia limited liability company (hereinafter referred to
as "Borrower"), with its chief executive office at 1145 Hembree Road, Roswell, Georgia 30076, and GEMINO HEALTHCARE
FINANCE, LLC, a Delaware limited liability company (hereinafter referred to as "Lender") with an office at One International Plaza,
Suite 220, Philadelphia, Pennsylvania 19113.

Recitals:

Lender and Borrower are parties to a certain Credit Agreement dated April 27, 2011 (as at any time amended, restated, modified
or supplemented, the "Credit Agreement") pursuant to which Lender has made certain revolving credit loans to Borrower.

The parties desire to amend the Credit Agreement as hereinafter set forth.

NOW, THEREFORE, for TEN DOLLARS ($10.00) in hand paid and other good and valuable consideration, the receipt and
sufficiency of which are hereby severally acknowledged, the parties hereto, intending to be legally bound hereby, agree as follows:

1 .    Definitions. All capitalized terms used in this Amendment, unless otherwise defined herein, shall have the meaning
ascribed to such terms in the Credit Agreement.

2.    Amendments to Credit Agreement. The Credit Agreement is hereby amended as follows:

(a)    By deleting the reference to "January 31, 2015" from Section 2.01(d) of the Credit Agreement and by substituting in lieu
thereof a reference to "March 31, 2015".

(b)    By deleting the phrase "prior to the last day of the Initial Term" from Section 2.03(c) of the Credit Agreement and by
substituting in lieu thereof the phrase "prior to January 31, 2015".

3 .    Ratification and Reaffirmation. Borrower hereby ratifies and reaffirms the Obligations, each of the Loan Documents and
all of Borrower's covenants, duties, indebtedness and liabilities under the Loan Documents.

4 .    Acknowledgments and Stipulations. Borrower acknowledges and stipulates that the Credit Agreement and the other Loan
Documents executed by Borrower are legal, valid and binding obligations of Borrower that are enforceable against Borrower in
accordance with the terms thereof; all of the Obligations are owing and payable without defense, offset or counterclaim (and to the
extent there exists any such defense, offset or counterclaim on the date hereof, the same is hereby waived by Borrower); the security
interests and liens granted by Borrower in favor of Lender are duly perfected, first priority security interests and liens; and the unpaid
principal amount of the Loans on and as of January 30, 2015, totaled $1,257,423.26.

5 .    Representations and Warranties. Borrower represents and warrants to Lender, to induce Lender to enter into this
Amendment, that no Event of Default or Unmatured Event of Default exists on the date hereof; the execution, delivery and performance
of this Amendment have been duly authorized by all requisite company action on the part of Borrower and this Amendment has been
duly executed and delivered by Borrower; and all of the representations and warranties made by Borrower in the Credit Agreement are
true and correct on and as of the date hereof.
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6 .    Reference to Credit Agreement. Upon the effectiveness of this Amendment, each reference in the Credit Agreement to
"this Agreement," "hereunder," or words of like import shall mean and be a reference to the Credit Agreement, as amended by this
Amendment.

7 .    Breach of Amendment. This Amendment shall be part of the Credit Agreement and a breach of any representation,
warranty or covenant herein shall constitute an Event of Default.

8 .    Conditions Precedent. The effectiveness of the amendments contained in Section 2 hereof are subject to the satisfaction of
each of the following conditions precedent, in form and substance satisfactory to Lender, unless satisfaction thereof is specifically
waived in writing by Lender:

(a)    Lender shall have received a counterpart of this Amendment duly executed by Borrower; and

(b)    Lender shall have received a Consent and Reaffirmation to this Amendment duly executed by ADK.

9 .    Amendment Fee; Expenses of Lender. In consideration of Lender's willingness to enter into this Amendment, Borrower
agrees to pay to Lender an amendment fee in the amount of $6,667 in immediately available funds on the date hereof. Additionally,
Borrower agrees to pay, on demand, all costs and expenses incurred by Lender in connection with the preparation, negotiation and
execution of this Amendment and any other Loan Documents executed pursuant hereto and any and all amendments, modifications,
and supplements thereto, including, without limitation, the costs and fees of Lender's legal counsel and any taxes or expenses
associated with or incurred in connection with any instrument or agreement referred to herein or contemplated hereby.

1 0 .    Governing Law. This Amendment shall be governed by and construed in accordance with the internal laws of the
Commonwealth of Pennsylvania.

11 .    Successors and Assigns. This Amendment shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and assigns.

12.    No Novation, etc. Except as otherwise expressly provided in this Amendment, nothing herein shall be deemed to amend
or modify any provision of the Credit Agreement or any of the other Loan Documents, each of which shall remain in full force and
effect. This Amendment is not intended to be, nor shall it be construed to create, a novation or accord and satisfaction, and the Credit
Agreement as herein modified shall continue in full force and effect.

13.    Counterparts; Electronic Signatures. This Amendment may be executed in any number of counterparts and by different
parties to this Amendment on separate counterparts, each of which, when so executed, shall be deemed an original, but all such
counterparts shall constitute one and the same agreement. Any manually executed signature page to this Amendment delivered by a
party by facsimile or other electronic transmission shall be deemed to be an original signature hereto.

14.    Further Assurances. Borrower agrees to take such further actions as Lender shall reasonably request from time to time in
connection herewith to evidence or give effect to the amendments set forth herein or any of the transactions contemplated hereby.

15.    Section Titles. Section titles and references used in this Amendment shall be without substantive meaning or content of any
kind whatsoever and are not a part of the agreements among the parties hereto.
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1 6 .    Manager Certification of Borrower. By his execution and delivery of this Amendment, William McBride, III hereby
certifies that: (a) the Unanimous Consent in Lieu of a Special Meeting of the Sole Member and the Managers of Borrower dated as of
February 21, 2011 (the “Consent”), remains in full force and effect, except that the current Manager of Borrower is now William
McBride, III, the individual currently serving as the Chief Executive Officer of ADK; (b) pursuant to the Consent, the Managers or
designees of Borrower are authorized and empowered (either alone or in conjunction with any one or more of the other Managers of
Borrower) to take, from time to time, all or any part of the following actions on or in behalf of Borrower, as applicable: (i) to make,
execute and deliver to Lender this Amendment and all other agreements, documents and instruments contemplated by or referred to
herein or executed by Borrower in connection herewith; and (ii) to carry out, modify, amend or terminate any arrangements or
agreements at any time existing between Lender and Borrower; (c) any arrangements, agreements, security agreements, or other
instruments or documents referred to or executed pursuant to this Amendment by William McBride, III, or any other Manager of
Borrower or an employee of ADK acting pursuant to delegation of authority, may be attested by such person and may contain such
terms and provisions as such person shall, in his or her sole discretion, determine; and (d) set forth below is the name and signature of
the current Chief Executive Officer of ADK and Manager of Borrower, William McBride, III:

William McBride, III        Chief Executive Officer                    
of ADK and Manager of
Borrower

17.)    Release of Claims. To induce Lender to enter into this Amendment, Borrower hereby releases, acquits and forever
discharges Lender, and all officers, directors, agents, employees, successors and assigns of Lender, from any and all liabilities,
claims, demands, actions or causes of action of any kind or nature (if there be any), whether absolute or contingent, disputed or
undisputed, at law or in equity, or known or unknown, that Borrower now has or ever had against Lender arising under or in
connection with any of the Loan Documents or otherwise. Borrower represents and warrants to Lender that Borrower has not
transferred or assigned to any Person any claim that Borrower ever had or claimed to have against Lender.

1 8 . )    Waiver of Jury Trial . To the fullest extent permitted by applicable law, the parties hereto each hereby waives the
right to trial by jury in any action, suit, counterclaim or proceeding arising out of or related to this Amendment.

[Remainder of page intentionally left blank; signatures begin on following page.]
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed and delivered by their respective
duly authorized officers on the date first written above.

For purposes of the Manager Certification of
Borrower in Section 16 above:

/s/ William McBride III            (SEAL)
William McBride, III    

BORROWER:                            ADK BONTERRA/PARKVIEW, LLC

By:    /s/ William McBride, III        
Name:     William McBride, III
Title:     Manager

[Signatures continued on following page.]

Seventh Amendment to Credit Agreement (ADK Bonterra)
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LENDER:                            GEMINO HEALTHCARE FINANCE, LLC

By:    /s/ Jeffrey M. Joslin                                                    Jeffrey M.
Joslin, Senior Portfolio

Manager

Seventh Amendment to Credit Agreement (ADK Bonterra)
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CONSENT AND REAFFIRMATION

Each undersigned guarantor of the Obligations of Borrower at any time owing to Lender hereby (i) acknowledges receipt of a
copy of the foregoing Seventh Amendment to Credit Agreement; (ii) consents to Borrower's execution and delivery thereof and of the
other documents, instruments or agreements Borrower agrees to execute and deliver pursuant thereto; (iii) agrees to be bound thereby;
and (iv) affirms that nothing contained therein shall modify in any respect whatsoever its respective guaranty of the Obligations and
reaffirms that such guaranty is and shall remain in full force and effect.

IN WITNESS WHEREOF, the undersigned has executed this Consent and Reaffirmation as of the date of such Seventh
Amendment to Credit Agreement.

ADCARE HEALTH SYSTEMS, INC.

By:     /s/ William McBride, III                        
Name: William McBride, III
Title: Chief Executive Officer

NW 61ST NURSING, LLC

By:     /s/ William McBride, III                        
Name: William McBride, III
Title: Manager

Seventh Amendment to Credit Agreement (ADK Bonterra)
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EXHIBIT
10.379

FOURTH AMENDMENT TO CREDIT AGREEMENT

THIS FOURTH AMENDMENT TO CREDIT AGREEMENT (this " Amendment") is made and entered into as of the 30th day of
January, 2015, by and among NW 61ST NURSING, LLC, a Georgia limited liability company ("NW 61st"), GEORGETOWN HC&R
NURSING, LLC, a Georgia limited liability company ("Georgetown"), SUMTER N&R, LLC, a Georgia limited liability company
("Sumter"; NW 61st, Georgetown and Sumter are hereinafter referred to collectively as "Borrowers" and each individually as a
"Borrower"), each with its chief executive office at 1145 Hembree Road, Roswell, Georgia 30076, and GEMINO HEALTHCARE
FINANCE, LLC, a Delaware limited liability company (hereinafter referred to as "Lender") with an office at One International Plaza,
Suite 220, Philadelphia, Pennsylvania 19113.

Recitals:

Lender and Borrowers are parties to a certain Credit Agreement dated May 30, 2013 (as at any time amended, restated, modified
or supplemented, the "Credit Agreement") pursuant to which Lender has made certain revolving credit loans to Borrowers.

The parties desire to amend the Credit Agreement as hereinafter set forth.

NOW, THEREFORE, for TEN DOLLARS ($10.00) in hand paid and other good and valuable consideration, the receipt and
sufficiency of which are hereby severally acknowledged, the parties hereto, intending to be legally bound hereby, agree as follows:

1 .    Definitions. All capitalized terms used in this Amendment, unless otherwise defined herein, shall have the meaning ascribed
to such terms in the Credit Agreement.

2.    Amendments to Credit Agreement. The Credit Agreement is hereby amended as follows:

(a)    By deleting the reference to "January 31, 2015" from Section 2.01(d) of the Credit Agreement and by substituting in lieu
thereof a reference to "March 31, 2015".

(b)    By deleting the phrase "prior to the last day of the Initial Term" from Section 2.03(c) of the Credit Agreement and by
substituting in lieu thereof the phrase "prior to January 31, 2015".

3 .    Ratification and Reaffirmation. Each Borrower hereby ratifies and reaffirms the Obligations, each of the Loan Documents
and all of such Borrower's covenants, duties, indebtedness and liabilities under the Loan Documents.

4 .    Acknowledgments and Stipulations. Each Borrower acknowledges and stipulates that the Credit Agreement and the other
Loan Documents executed by such Borrower are legal, valid and binding obligations of such Borrower that are enforceable against
such Borrower in accordance with the terms thereof; all of the Obligations are owing and payable without defense, offset or
counterclaim (and to the extent there exists any such defense, offset or counterclaim on the date hereof, the same is hereby waived by
each Borrower); the security interests and liens granted by such Borrower in favor of Lender are duly perfected, first priority security
interests and liens; and the unpaid principal amount of the Loans on and as of January 30, 2015, totaled $1,199,979.35.
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5 .    Representations and Warranties. Each Borrower represents and warrants to Lender, to induce Lender to enter into this
Amendment, that no Event of Default or Unmatured Event of Default exists on the date hereof; the execution, delivery and performance
of this Amendment have been duly authorized by all requisite company action on the part of each Borrower and this Amendment has
been duly executed and delivered by each Borrower; and all of the representations and warranties made by Borrowers in the Credit
Agreement are true and correct on and as of the date hereof.

6 .    Agreement Regarding Possible Sumter and Georgetown Transfer of Operations. Borrowers have informed Lender that
Borrowers are exploring possible opportunities to transfer all operations of Georgetown's Healthcare Facility at 2715 South Island Road,
Georgetown, South Carolina, and Sumter's Healthcare Facility at 1761 Pinewood Road, Sumter, South Carolina (collectively, the
"Georgetown/Sumter Healthcare Facilities"), to one or more Persons that are not Affiliates of any Loan Party (each, an "Independent
Third Party"). Lender hereby acknowledges that, if Borrowers are successful in transferring all operations of the Georgetown/Sumter
Healthcare Facilities to one or more Independent Third Parties prior to the last day of the Initial Term, then, upon Lender's receipt of
documentation in all respects satisfactory to Lender in its sole discretion, Lender will release its lien upon the Collateral owned by
Georgetown and Sumter. Without in any way limiting Lender's discretion, the foregoing documentation may include, among other
things, (a) provisions requiring Borrowers to prepay the outstanding balance of the Obligations in an amount not less than the portion of
the Borrowing Base that is attributable to Collateral owned by Georgetown and Sumter at the time of such release, (b) restrictions
regarding the ability of Sumter and Georgetown to utilize proceeds of the Loans or to otherwise receive property from any Loan Party,
and (c) provisions reducing the amount of the Revolving Loan Commitment. Nothing contained herein shall in any way constitute a
release of any lien or security interest of Lender in any Collateral owned by Georgetown or Sumter.

7 .    Reference to Credit Agreement. Upon the effectiveness of this Amendment, each reference in the Credit Agreement to
"this Agreement," "hereunder," or words of like import shall mean and be a reference to the Credit Agreement, as amended by this
Amendment.

8 .    Breach of Amendment. This Amendment shall be part of the Credit Agreement and a breach of any representation,
warranty or covenant herein shall constitute an Event of Default.

9 .    Conditions Precedent. The effectiveness of the amendments contained in Section 2 hereof are subject to the satisfaction of
each of the following conditions precedent, in form and substance satisfactory to Lender, unless satisfaction thereof is specifically
waived in writing by Lender:

(a)    Lender shall have received a counterpart of this Amendment duly executed by Borrowers; and

(b)    Lender shall have received a Consent and Reaffirmation to this Amendment duly executed by ADK.

10 .    Amendment Fee; Expenses of Lender. In consideration of Lender's willingness to enter into this Amendment, Borrowers
agree to pay to Lender an amendment fee in the amount of $5,000 in immediately available funds on the date hereof. Additionally,
Borrowers agree to pay, on demand, all costs and expenses incurred by Lender in connection with the preparation, negotiation and
execution of this Amendment and any other Loan Documents executed pursuant hereto and any and all amendments, modifications,
and supplements thereto, including, without limitation, the costs and fees of Lender's legal counsel and any taxes or expenses
associated with or incurred in connection with any instrument or agreement referred to herein or contemplated hereby.

1 1 .    Governing Law. This Amendment shall be governed by and construed in accordance with the internal laws of the
Commonwealth of Pennsylvania.
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1 2 .    Successors and Assigns. This Amendment shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and assigns.

13.    No Novation, etc. Except as otherwise expressly provided in this Amendment, nothing herein shall be deemed to amend or
modify any provision of the Credit Agreement or any of the other Loan Documents, each of which shall remain in full force and effect.
This Amendment is not intended to be, nor shall it be construed to create, a novation or accord and satisfaction, and the Credit
Agreement as herein modified shall continue in full force and effect.

14 .    Counterparts; Electronic Signatures. This Amendment may be executed in any number of counterparts and by different
parties to this Amendment on separate counterparts, each of which, when so executed, shall be deemed an original, but all such
counterparts shall constitute one and the same agreement. Any manually executed signature page to this Amendment delivered by a
party by facsimile or other electronic transmission shall be deemed to be an original signature hereto.

15 .    Further Assurances. Borrowers agree to take such further actions as Lender shall reasonably request from time to time in
connection herewith to evidence or give effect to the amendments set forth herein or any of the transactions contemplated hereby.

16.    Section Titles. Section titles and references used in this Amendment shall be without substantive meaning or content of any
kind whatsoever and are not a part of the agreements among the parties hereto.

17.    Manager Certification of each Borrower. By his execution and delivery of this Amendment, William McBride, III hereby
certifies that: (a) the Unanimous Consents of the Sole Member and the Managers (the "Consent") of NW 61st Nursing, LLC dated as of
May 30, 2013, Georgetown HC&R Nursing, LLC, dated as of June 24, 2013, and Sumter N&R, LLC, dated as of June 24, 2013,
remain in full force and effect, except that the current Manager of all Borrowers is now William McBride, III, the individual currently
serving as Chief Executive Officer of ADK; (b) pursuant to the Consents, the Managers or designees of each Borrower are authorized
and empowered (either alone or in conjunction with any one or more of the other Managers of such Borrower) to take, from time to
time, all or any part of the following actions on or in behalf of such Borrower, as applicable: (i) to make, execute and deliver to Lender
this Amendment and all other agreements, documents and instruments contemplated by or referred to herein or executed by such
Borrower in connection herewith; and (ii) to carry out, modify, amend or terminate any arrangements or agreements at any time existing
between Lender and such Borrower, as applicable; (c) any arrangements, agreements, security agreements, or other instruments or
documents referred to or executed pursuant to this Amendment by William McBride, III, or any other Manager of a Borrower or an
employee of a Borrower or ADK acting pursuant to delegation of authority, may be attested by such person and may contain such
terms and provisions as such person shall, in his or her sole discretion, determine; and (d) set forth below is the name and signature of
the current Chief Executive Officer of ADK and Manager of each Borrower, William McBride, III:

William McBride, III        Chief Executive Officer                                    of ADK and Manager of each
Borrower

1 8 .    Release of Claims. To induce Lender to enter into this Amendment, each Borrower hereby releases, acquits and
forever discharges Lender, and all officers, directors, agents, employees, successors and assigns of Lender, from any and all
liabilities, claims, demands, actions or causes of action of any kind or nature (if there be any), whether absolute or contingent,
disputed or undisputed, at law or in equity, or known or unknown, that such Borrower now has or ever had against Lender arising
under or in connection with any of the Loan Documents or otherwise. Each Borrower
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represents and warrants to Lender that such Borrower has not transferred or assigned to any Person any claim that such
Borrower ever had or claimed to have against Lender.

1 9 .    Waiver of Jury Trial . To the fullest extent permitted by applicable law, the parties hereto each hereby waives the
right to trial by jury in any action, suit, counterclaim or proceeding arising out of or related to this Amendment.

[Remainder of page intentionally left blank; signatures begin on following page.]
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed and delivered by their respective
duly authorized officers on the date first written above.

For purposes of the Manager Certification of
Borrowers in Section 17 above:

/s/ William McBride III            (SEAL)
William McBride, III

    
BORROWERS:                            NW 61ST NURSING, LLC

GEORGETOWN HC&R NURSING, LLC
SUMTER N&R, LLC

By: /s/William McBride, III    
Name: William McBride, III

Title: Manager of each Borrower

[Signatures continued on following page.]

Fourth Amendment to Credit Agreement (ADK - NW 61st)
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LENDER:                    GEMINO HEALTHCARE FINANCE, LLC

By: /s/Jeffrey M. Joslin        
Jeffrey M. Joslin, Senior Portfolio
Manager

Fourth Amendment to Credit Agreement (ADK - NW 61st)
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CONSENT AND REAFFIRMATION

The undersigned guarantor of the Obligations of Borrowers at any time owing to Lender hereby (i) acknowledges receipt of a
copy of the foregoing Fourth Amendment to Credit Agreement; (ii) consents to Borrowers' execution and delivery thereof and of the
other documents, instruments or agreements Borrowers agree to execute and deliver pursuant thereto; (iii) agrees to be bound thereby;
and (iv) affirms that nothing contained therein shall modify in any respect whatsoever its guaranty of the Obligations and reaffirms that
such guaranty is and shall remain in full force and effect.

IN WITNESS WHEREOF, the undersigned has executed this Consent and Reaffirmation as of the date of such Fourth
Amendment to Credit Agreement.

ADCARE HEALTH SYSTEMS, INC.

By:     /s/ William McBride III                
Name: William McBride, III
Title: Chief Executive Officer

Fourth Amendment to Credit Agreement (ADK - NW 61st)
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EXHIBIT 10.380

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this "Sublease") is made and entered into as of January 31, 2015 by and between
ADK GEORGIA, LLC, a Georgia limited liability company ("Sublessor") and 3460 POWDER SPRINGS ROAD
ASSOCIATES, L.P., a Georgia limited partnership ("Sublessee").

WITNESSETH:

WHEREAS, pursuant to that certain Lease ("Master Lease") dated August 1, 2010, Sublessor leased from William M. Foster
("Lessor") the premises described and defined in the Master Lease as the Property (the "Property"); and

WHEREAS, Sublessee desires to sublease that portion of the Property located at 3460 Powder Springs Road, Powder
Springs, Georgia 30127 consisting of 208 licensed beds (the "Premises") on the terms and conditions set forth herein.

NOW, THEREFORE, for and in consideration of Ten Dollars and no/100 ($10.00), and the mutual covenants and
agreements hereinafter set forth, and other good and valuable consideration paid by each party to the other, the receipt and adequacy
of which are hereby acknowledged, the parties hereto agree as follows:

1. Premises. Sublessor does hereby lease to Sublessee, and Sublessee does hereby lease from Sublessor, for the term
and upon the conditions hereinafter provided, the Premises.

2. Terms and Conditions. The term of this Sublease shall commence on March 1, 2015 and continue until midnight
July 31, 2020 unless sooner terminated as hereinafter provided, subject to (a) the terms of Section 20(h) hereof, and (b) the provisions
of Section 20(d) providing for the possible extension thereof (the "Term"). Except to the extent expressly provided to the contrary in
this Sublease, and subject to the terms of Section 20 of this Sublease, this Sublease is subject to the Master Lease and all of the terms,
covenants, and conditions in the Master Lease are applicable to this Sublease with the same force and effect as if Sublessor were the
lessor under the Master Lease and Sublessee were the Sublessor thereunder. If any term or provision of this Sublease imposes an
obligation or condition that is different than a term or provision of the Master Lease incorporated into this Sublease, only the
obligation or condition stated in this Sublease shall control.

3. Base Rent. During the Term, Sublessee shall pay in advance to Sublessor on or before the 1st day of each month
(except for the first payment, which shall be made on the Commencement Date) the following amounts as Base Rent (as defined
below):

Lease Year    Base Rent Per Month

Year 1 $175,000.00
Year 2 $176,750.00
Year 3 $178,517.50
Year 4 $180,302.68
Year 5 $182,105.70
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Commencing on the first day of any extended term of this Lease and on the first day of each year thereafter during an extended term,
Base Rent payable hereunder shall increase by two percent (2%) over the Base Rent for the previous year.

4.    Additional Rent and Other Charges. In addition to Base Rent, Sublessee shall pay to Sublessor, all other charges and
additional rent payable by Sublessee under the Master Lease with respect to the Premises.

5 .    Absolute Net Lease.    All rent payments shall be absolutely net to Sublessor, free of any and all taxes, other charges,
and operating or other expenses of any kind whatsoever, all of which shall be paid by Sublessee. Sublessee shall continue to perform
its obligations under this Agreement even if Sublessee claims it has been damaged by Sublessor. Thus, Sublessee shall at all times
remain obligated under this Agreement without any right of set-off, counterclaim, abatement, deduction, reduction or defense of any
kind, except for those available to Sublessor from time to time as tenant pursuant to the Master Lease. Sublessee's sole right to recover
damages against Sublessor under this Agreement shall be to prove such damages in a separate action.

6.    Payment Terms. All Base Rent and other payments to Sublessor hereunder shall be paid by wire transfer in accordance
with Sublessor's wire transfer instructions attached hereto as Exhibit "A", or as otherwise directed by Sublessor from time to time.

7 .    Security Deposit. Sublessee shall deposit with Sublessor and maintain during the Term the sum of Eighty-Seven
Thousand Five Hundred and 00/100 Dollars ($87,500.00) as a security deposit (the "Security Deposit") against the faithful
performance by Sublessee of its obligations under this Agreement. The Security Deposit shall be paid upon execution of this
Sublease. If (i) a Lessee's Default (as defined by Section 15(a) of the Master Lease, but only with respect to Sublessee and the
Premises) or (ii) an event of default under this Sublease (as defined in Section 14 below) shall occur, Sublessor may use, apply or
retain the whole or any part of the Security Deposit which is necessary for the payment of: (i) any rent or other sums of money which
Sublessee has not paid when due after any applicable notice and cure period; (ii) any sum expended by Sublessor on behalf of
Sublessee in accordance with the provisions of this Sublease; or (iii) any sum which Sublessor may expend or be required to expend
by reason of any such Lessee's Default by Sublessee. If any portion of the Security Deposit is not used, applied or retained by
Sublessor for the purposes set forth above, as of the end of the Term, then Sublessor agrees, within thirty (30) days after the
expiration of the Term, to refund to Sublessee the entirety of such remaining portion.

8.    Late Charges. The late payment of Base Rent or other amounts due under this Sublease will cause Sublessor to lose the
use of such money and incur administrative and other expenses not contemplated under this Agreement. While the exact amount of
the foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Sublessor, if Base Rent or
any other amount is not paid within (ten (10) days after the due date for such payment, then Sublessee shall thereafter pay to
Sublessor on demand a late charge equal to five percent (5%) of such delinquent amounts and such unpaid amount shall accrue
interest from such date at the rate often percent (10%) per annum.
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9 .    Assignment and Subletting. Sublessee shall not, either voluntarily or by operation of law, assign this Agreement or
further sublet all or any part of the Premises without the prior written consent of Sublessor. Any purported assignment or sublease
without such consent shall be null and void and constitute a material breach of this Agreement.

10.    Attorney Fees. If there is any legal or arbitration action or proceeding between Sublessor and Sublessee to enforce any
provision of this Agreement or to protect or establish any right or remedy of either Sublessor or Sublessee hereunder, the unsuccessful
party to such action or proceeding will pay to the prevailing party all costs and expenses, including reasonable attorneys' fees incurred
by such prevailing party in such action or proceeding and in any appearance in connection therewith, and if such prevailing party
recovers a judgment in any such action, proceeding or appeal, such costs and expenses will be determined by the court or arbitration
panel handling the proceeding and will be included in and as a part of such judgment.

11.    Notices. All notices and demands that may be required or permitted by either party to the other shall be in writing. All
notices, payments and demands hereunder shall be sent by overnight courier or by certified United States Mail, postage prepaid,
addressed as provided below, or to any other place that one party may from time to time designate in a notice to the other party, and
shall be deemed to have been received on the date when actually delivered to the addressee or delivery has been rejected.

If to Sublessor:  If to Sublessee:
   

ADK Georgia, LLC  3460 Powder Springs Road Associates, L.P.
Two Buckhead Plaza  20 Mansell Court East
3050 Peachtree Road, NW  Suite 200
Suite 355  Roswell, GA 30076
Atlanta, Georgia 30335  Attention: General Counsel
Attention: CEO   

1 2 .    Personal Property. Sublessee may bring his own articles of personal property to the Premises for use and Sublessee
shall have the right to remove any such personal property from the Premises provided that Sublessee, at his expense, shall repair any
damages to the Premises caused by such removal or by the original installation thereof. All personal property, fixtures and equipment
located at the Premises as of the date of this Sublease (the "Sublessor FF&E") shall remain the property of Sublessor (as between
Sublessor and Sublessee) and shall remain at the Premises at the end of the Term, and Sublessee shall have the right to use same
during the Term in connection with the operation of the Premises. Any replacements of such Sublessor FF&E made by Sublessee
during the Term shall become the property of Sublessor upon the expiration of the Term.

1 3 .    Repairs & Improvements. Sublessor shall not be required to make any repairs or improvements to the Premises.
Sublessee shall make no alterations in, or additions to, the Premises in excess of twenty-five thousand dollars ($25,000) without first
obtaining, in writing, Sublessor's consent for such alterations or additions. All such alterations or additions shall be at the sole cost and
expense of Sublessee and shall become a part of the Premises and shall be the property of Sublessor. Sublessee covenants and agrees
that it will take good care of the Premises, its fixtures
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and appurtenances, and suffer no waste or injury thereto and keep and maintain same in good and clean condition, reasonable wear
and tear excepted. Sublessee shall be liable for and shall indemnify and hold Sublessor harmless in respect of any claims, liabilities,
actions, damage, or injury to Sublessor, the Premises, and property or persons of anyone else, if due to wrongful act or negligence of
Sublessee, or Sublessee's agents, employees, licensees or invitees. With respect to work, services, repairs, repainting, restoration, the
provision of utilities or HVAC services, or the performance of other obligations required of Lessor under the Master Lease, Sublessor
shall, at the written request of Sublessee, request the same from Lessor and use reasonable efforts to obtain the same from Lessor at
Sublessee's expense. Sublessee shall reasonably cooperate with Sublessor as may be required to obtain from Lessor any such work,
services, repairs, repainting restoration, the provision of utilities or HVAC services, or the performance of any of Lessor's other
obligations under the Master Lease with respect to the Premises. Sublessor shall be liable for and shall indemnify and hold Sublessee
harmless in respect of any claims, liabilities, actions, damage, or injury to Sublessee, the Premises, and property or persons of anyone
else, if due to (a) the wrongful act or negligence of Sublessor, or Sublessor's agents, employees, licensees or invitees, or (b) a default
b y Sublessor under the Master Lease not resulting from either (i) the nullification or termination of this Agreement based upon
Sublessor's entry into this Agreement without having obtained the consent of Lessor, or (ii) a default by Sublessee of its obligations
arising under this Sublease.

Additionally, within eighteen (18) months following the commencement of the Term hereunder, Sublessee shall replace the
roof of the Premises in accordance with plans and specifications approved by Sublessor and, if required by the Master Lease, Lessor.
Sublessee shall perform such work at its sole cost and expense.

14.    Default.

(a)     The following shall be deemed to be events of default by Sublessee: (i) Sublessee shall fail to pay when due any
installment of Base Rent or any other charge or assessment against Sublessee pursuant to the terms of this Agreement and such failure
shall continue for a period of five (5) business days after Sublessor's written notice to Sublessee thereof; (ii) Sublessee shall fail to
comply in every respect with any term, provision, covenant, or warranty made under this Agreement by Sublessee and shall not cure
such failure within thirty (30) days after written notice thereof to Sublessee; provided that if any such failure is not curable by its
nature within such thirty-day period, then Sublessee shall have such additional time as necessary to cure the same; (iii) Sublessee shall
fail to comply in any respect with any term, provision, covenant or warranty under the Master Lease, and such failure results in a
default of the Master Lease; (iv) Sublessee shall do, or permit to be done anything which creates a lien upon the Premises which lien
is not removed by payment or bond within twenty (20) days after Sublessee receives written notice thereof; or (v) a default under the
Affiliated Sublease (as defined in Section 20(h) below) which is not cured within the applicable cure period.

(b)     Upon the occurrence of an aforesaid events of default, Sublessor shall have the option to pursue any one or more of the
following remedies without any notice or demand whatsoever: (i) terminate this Agreement, in which event Sublessee shall
immediately surrender the Premises to Sublessor, and if Sublessee fails to do so, Sublessor may without prejudice to any other remedy
which it may have for possession or arrearage in Base Rent, enter upon and take possession of the Premises and expel or remove
Sublessee and any other person who may be occupying the Premises or any part thereof, by force, if necessary, as permitted by
Georgia law without being liable for prosecution or any claim of damages therefor; Sublessee hereby agreeing to pay to Sublessor on
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demand the amount of all Base Rent and other charges accrued through the date of termination; (ii) enter upon and take possession of
the Premises and expel or remove Sublessee and any other person who may be occupying the Premises or any part thereof, by force,
if necessary, as permitted by Georgia law, without being liable for prosecution or any claim of damages thereof and, if Sublessor so
elects, relet the Premises on such terms as Sublessor may deem advisable, in its sole discretion, without advertisement, and by private
negotiations provided that if Sublessor succeeds in re-letting the Premises and receives the rent therefor, Sublessee hereby agrees to
pay to Sublessor the deficiency, if any, between all Rent reserved hereunder and the total rental applicable to the Term hereof
obtained by Sublessor through such re-letting, and Sublessee shall be liable for Sublessor's expenses in restoring the Premises and all
costs incident to such re-letting; (iii) enter upon the Premises by force if necessary as permitted by Georgia law, without being liable
for prosecution or any claim of damages therefor, and do whatever Sublessee is obligated to do under the terms of this Agreement;
and Sublessee agrees to reimburse Sublessor on demand for any expenses including, without limitation, reasonable attorney's fees
which Sublessor may incur in thus effecting compliance with Sublessee's obligations under this Agreement and Sublessee further
agrees that Sublessor shall not be liable for any damages resulting to Sublessee from such action.

(c)    Notwithstanding any provision hereof, if Lessor delivers to Sublessor written notice of a default under the Master Lease
due to Sublessor having entered into this Sublease without having obtained the consent of Lessor, and such notice of default has not
been rescinded by Lessor within ten (10) business days after the later of (1) the receipt thereof by Sublessor and (2) the delivery by
Sublessor of same to Sublessee, then Sublessor thereafter shall have the right to terminate this Agreement immediately by delivery of
written notice to Sublessee.

(d)    The remedies provided for herein are cumulative and in addition to any other remedy provided by law or at equity. No
action taken by or on behalf of Sublessor shall be construed to be an acceptance of a surrender of this Agreement. Forbearance by
Sublessor to enforce one or more of the remedies herein provided upon an event of default shall not be deemed or construed to
constitute a waiver of such default.

1 5 .        Holding Over. If Sublessee remains in possession of any portion of the Premises after expiration or termination of
the Term with or without Sublessor's written consent, Sublessee shall become a Sublessee-at-sufferance, and there shall be no
renewal of this Sublease by operation of law. During the period of any such holding over, all provisions of this Sublease shall be and
remain in effect except that the monthly rental shall be 150% of the amount of Base Rent payable for the last full calendar month of
the Term including renewals or extensions. The inclusion of the preceding sentence in this Sublease shall not be construed as
Sublessor's consent for Sublessee to hold over.

1 6 .        Surrender of Premises.    Upon the expiration or other termination of this Sublease, Sublessee shall quit and
surrender to Sublessor the Premises broom clean in substantially the same condition as at the commencement of the Sublease,
reasonable wear and tear only excepted. Sublessee shall have no obligation to remove or restore alterations, modifications or additions
to the Premises made with the consent of Sublessor, or made where no such consent is required under this Sublease. Sublessee's
obligation to observe or perform this covenant shall survive the expiration or other termination of this Sublease.

1 7 .        Successors and Assigns. This Sublease shall be binding upon and shall inure to the benefit of the parties hereto
and their respective heirs, executors, administrators, successors
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and assigns.

1 8 .        Entire Sublease. This Sublease sets forth all the Subleases between Sublessor and Sublessee concerning the
Premises, and there are no other Subleases either oral or written other than as set forth in this Sublease.

19.        Intentionally Omitted.

20.        Other Provisions of Master Lease.

(a )        Sublease Subordinate to Master Lease. This Sublease is subject and subordinate to the Master Lease. As and to
the extent hereinafter provided, all applicable terms and conditions of the Master Lease are incorporated into and made a part of this
Sublease as if Sublessee were the lessee under the Master Lease. Sublessor shall not agree with Lessor to terminate the Master Lease
with respect to the Premises without having first obtained the prior written consent of Sublessee. Unless expressly provided for in this
Sublease to the contrary, Sublessee assumes and agrees to perform the Sublessor's obligations under the Master Lease during the term
of this Sublease with respect to the Premises, except that the obligation to pay rent to Lessor under the Master Lease shall be
considered performed by Sublessee by virtue of its payments and reimbursements to Sublessor pursuant to this Sublease. Sublessee
shall not cause or suffer any act of negligence that will violate any of the provisions of the Master Lease. If the Master Lease
terminates for any reason (other than as a result of a consensual termination by Lessor and Sublessor), this Sublease shall terminate
and the parties shall be relieved from all liabilities and obligations under this Sublease; provided, however, that if this Sublease is
terminated by Lessor due to a default of Sublessor or Sublessee under the Master Lease or under this Sublease, the defaulting party
shall be liable to the non-defaulting party for all damage suffered by the non-defaulting party as a result of the termination. Sublessee
shall provide copies of all reports required under the Master Lease to Sublessor and to Lessor.

( b )        Master Lease Provisions Not Incorporated. Notwithstanding the foregoing or any other provision of this
Sublease to the contrary, the following Sections of the Master Lease are not incorporated into this Sublease, and Sublessee shall have
no obligation to perform and shall not be bound by them: l(b)(i)-(iii), l(c), l(d), l(e), 6(c), 15,27 and 30(a).

(c )        Management Contracts. As incorporated into this Sublease, Section 30(b) of the Master Lease is hereby revised
to delete the words "or Chris Brogdon" from the first sentence; and the phrase "in which Chris Brogdon, directly or indirectly, has an
equity interest" is deleted from the second sentence.

(d)        Sublessor's Renewal Right. If the Master Lease is extended with respect to the Premises, Sublessee shall have the
right, but not the obligation, to extend the term of this Sublease through the end of the extended term of the Master Lease upon (i)
written notice to Sublessor and (ii) concurrent extension of the Affiliated Sublease. The annual and monthly Base Rent to be paid by
Sublessee during an extended term is stated in Section 3, above.

( e )        Casualty. Sublessor shall not exercise its right under Section 8(b) of the Master Lease to terminate the Master
Lease with respect to the Premises without the prior written consent of Sublessee, which consent Sublessee may withhold in its sole
discretion.
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(f)        Sublessor Consent: In each case provided herein for the consent or approval of Sublessor, in no event shall
Sublessor's consent or approval be unreasonably withheld, conditioned or delayed. If a consent or approval of Lessor is required
under the Master Lease, the giving of such consent or approval shall be deemed the consent or approval of Sublessor and no further
consent or approval of Sublessor shall be required.

(g)    Sublessor Performance of Master Lease. Sublessor agrees to pay to Lessor installments of rental as required by
the Master Lease and to perform all covenants of Lessor arising under the Master Lease that are not the obligation of Sublessee
hereunder to perform. Within ten (10) days after receipt of Sublessee's written request, Sublessor shall provide Sublessee
commercially reasonable evidence of the payment of all items of rental and other sums due under the Master Lease. Sublessor also
shall deliver to Sublessee any written notice of non performance or demand that Sublessor receives from Lessor under the Master
Lease within five (5) business days after receiving same. If Sublessor fails to make any payment required under the Master Lease, or
otherwise defaults under any provision of the Master Lease, then (i) after five (5) business days written notice to Sublessor, Sublessee
shall have the right to cure such default and thereafter (without additional notice required) to pay all amounts due under this Sublease
directly to Lessor, and any amount so paid by Sublessee, at the sole written election of Sublessee, shall be credited and offset against
amounts Sublessee owes or will owe to Sublessor pursuant to this Sublease; and (ii) upon Sublessee's written demand, Sublessor shall
immediately refund to Sublessee any and all amounts paid by Sublessee to Sublessor if Sublessee has repaid such amounts directly to
Lessor or, at the sole written election of Sublessee, such amounts shall be credited and offset against amounts Sublessee owes or will
owe to Sublessor pursuant to this Sublease. Sublessee shall inform Sublessor in writing of any action on its part to pay or perform
directly to Lessor any of Sublessor's obligations under the Master Lease as permitted by this Section.

(h)     Condition to Effectiveness. This Sublease shall not be effective or binding upon the parties and Sublessee shall
have no rights or obligations with respect to the Premises unless and until Sublessee obtains all regulatory and other approvals and
licenses required for Sublessee to operate the facility as a Medicare and Medicaid enrolled Skilled Nursing Facility located on the
Premises (the "Approvals Date"). Additionally, at Sublessee's election, this Sublease shall not be effective or binding upon the parties
and Sublessee shall have no rights or obligations with respect to the Premises unless and until the simultaneous effectiveness of that
certain Sublease Agreement between Sublessor and 3223 Falligant Avenue Associates, LP dated the same date as this Agreement (the
"Affiliated Sublease"). If the Approvals Date does not occur on the first day of a calendar month, then this Sublease shall become
effective on the first day of the first full calendar month following the Approvals Date.

2 1 .    Lessor Approval of Agreement . Following the execution and delivery of this Agreement, Sublessor shall use
commercially reasonable efforts to obtain the written consent of Lessor to the parties entering into this Agreement, in form and
substance reasonably acceptable to Sublessee. Such efforts shall continue after the Approvals Date.

2 2 .    Governing Law and Venue. This Sublease is made pursuant to, and shall be construed and enforced in
accordance with, the laws in force in the State of Georgia, and any dispute arising hereunder shall be brought in the courts of
Georgia.

2 3 .    Entire Agreement. The parties hereby understand and agree that this Sublease contains the entire agreement
between the parties and cannot be changed or modified
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except by a written instrument subsequently executed by the parties hereto.

24.     Counterparts. This Sublease may be executed in any number of counterparts, all of which will be considered one
and the same Sublease notwithstanding that all parties hereto have not signed the same counterpart. Signatures on this Sublease which
are transmitted electronically shall be valid for all purposes. Any party shall, however, deliver an original signature on this Sublease to
the other party upon request.

{Signatures on Following Page}
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IN WITNESS WHEREOF, the parties hereto have caused this Sublease to be duly executed and delivered as of the day and
year first written above.

SUBLESSEE:  SUBLESSOR:  
      

3460 Powder Springs Road Associates, L.P.,  ADK GEORGIA, LLC,
a Georgia limited partnership  a Georgia limited liability company
      

      

By: /s/ James J. Andrews  By: /s/ William McBride  

Name: James J. Andrews  Name: William McBride  

Title: President  Title: Manager  
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EXHIBIT 10.381

SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this "Sublease") is made and entered into as of January 31, 2015 by and between
ADK GEORGIA, LLC, a Georgia limited liability company ("Sublessor") and 3223 FALLIGANT AVENUE ASSOCIATES,
L.P., a Georgia limited partnership ("Sublessee").

WITNESSETH:

WHEREAS, pursuant to that certain Lease ("Master Lease") dated August 1, 2010, Sublessor leased from William M. Foster
("Lessor") the premises described and defined in the Master Lease as the Property (the "Property"); and

WHEREAS, Sublessee desires to sublease that portion of the Property located at 3223 Falligant Avenue, Thunderbolt,
Georgia 31404 consisting of 134 licensed beds and 11 assisted living beds (the "Premises") on the terms and conditions set forth
herein.

NOW, THEREFORE, for and in consideration of Ten Dollars and no/100 ($10.00), and the mutual covenants and
agreements hereinafter set forth, and other good and valuable consideration paid by each party to the other, the receipt and adequacy
of which are hereby acknowledged, the parties hereto agree as follows:

1. Premises. Sublessor does hereby lease to Sublessee, and Sublessee does hereby lease from Sublessor, for the term
and upon the conditions hereinafter provided, the Premises.

2. Terms and Conditions. The term of this Sublease shall commence on March 1, 2015 and continue until midnight
July 31, 2020 unless sooner terminated as hereinafter provided, subject to (a) the terms of Section 20(h) hereof, and (b) the provisions
of Section 20(d) providing for the possible extension thereof (the "Term"). Except to the extent expressly provided to the contrary in
this Sublease, and subject to the terms of Section 20 of this Sublease, this Sublease is subject to the Master Lease and all of the terms,
covenants, and conditions in the Master Lease are applicable to this Sublease with the same force and effect as if Sublessor were the
lessor under the Master Lease and Sublessee were the Sublessor thereunder. If any term or provision of this Sublease imposes an
obligation or condition that is different than a term or provision of the Master Lease incorporated into this Sublease, only the
obligation or condition stated in this Sublease shall control.

3. Base Rent. During the Term, Sublessee shall pay in advance to Sublessor on or before the 1st day of each month
(except for the first payment, which shall be made on the Commencement Date) the following amounts as Base Rent (as defined
below):

Lease Year    Base Rent Per Month

Year 1 $150,000.00
Year 2 $151,500.00
Year 3 $153,015.00
Year 4 $154,545.15
Year 5 $156,090.60
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Commencing on the first day of any extended term of this Lease and on the first day of each year thereafter during an extended term,
Base Rent payable hereunder shall increase by two percent (2%) over the Base Rent for the previous year.

4. Additional Rent and Other Charges. In addition to Base Rent, Sublessee shall pay to Sublessor, all other charges
and additional rent payable by Sublessee under the Master Lease with respect to the Premises.

5. Absolute Net Lease.    All rent payments shall be absolutely net to Sublessor, free of any and all taxes, other charges,
and operating or other expenses of any kind whatsoever, all of which shall be paid by Sublessee. Sublessee shall continue to perform
its obligations under this Agreement even if Sublessee claims it has been damaged by Sublessor. Thus, Sublessee shall at all times
remain obligated under this Agreement without any right of set-off, counterclaim, abatement, deduction, reduction or defense of any
kind, except for those available to Sublessor from time to time as tenant pursuant to the Master Lease. Sublessee's sole right to recover
damages against Sublessor under this Agreement shall be to prove such damages in a separate action.

6. Payment Terms. All Base Rent and other payments to Sublessor hereunder shall be paid by wire transfer in
accordance with Sublessor's wire transfer instructions attached hereto as Exhibit "A", or as otherwise directed by Sublessor from time
to time.

7. Security Deposit. Sublessee shall deposit with Sublessor and maintain during the Term the sum of Seventy-Five
Thousand and 00/100 Dollars ($75,000.00) as a security deposit (the "Security Deposit") against the faithful performance by
Sublessee of its obligations under this Agreement. The Security Deposit shall be paid upon execution of this Sublease. If (i) a Lessee's
Default (as defined by Section 15(a) of the Master Lease, but only with respect to Sublessee and the Premises) or (ii) an event of
default under this Sublease (as defined in Section 14 below) shall occur, Sublessor may use, apply or retain the whole or any part of
the Security Deposit which is necessary for the payment of: (i) any rent or other sums of money which Sublessee has not paid when
due after any applicable notice and cure period; (ii) any sum expended by Sublessor on behalf of Sublessee in accordance with the
provisions of this Sublease; or (iii) any sum which Sublessor may expend or be required to expend by reason of any such Lessee's
Default by Sublessee. If any portion of the Security Deposit is not used, applied or retained by Sublessor for the purposes set forth
above, as of the end of the Term, then Sublessor agrees, within thirty (30) days after the expiration of the Term, to refund to
Sublessee the entirety of such remaining portion.

8. Late Charges. The late payment of Base Rent or other amounts due under this Sublease will cause Sublessor to lose
the use of such money and incur administrative and other expenses not contemplated under this Agreement. While the exact amount
of the foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Sublessor, if Base Rent
or any other amount is not paid within (ten (10) days after the due date for such payment, then Sublessee shall thereafter pay to
Sublessor on demand a late charge equal to five percent (5%) of such delinquent amounts and such unpaid amount shall accrue
interest from such date at the rate often percent (10%) per annum.

9. Assignment and Subletting. Sublessee shall not, either voluntarily or by operation
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of law, assign this Agreement or further sublet all or any part of the Premises without the prior written consent of Sublessor. Any
purported assignment or sublease without such consent shall be null and void and constitute a material breach of this Agreement.

10. Attorney Fees. If there is any legal or arbitration action or proceeding between Sublessor and Sublessee to enforce
any provision of this Agreement or to protect or establish any right or remedy of either Sublessor or Sublessee hereunder, the
unsuccessful party to such action or proceeding will pay to the prevailing party all costs and expenses, including reasonable attorneys'
fees incurred by such prevailing party in such action or proceeding and in any appearance in connection therewith, and if such
prevailing party recovers a judgment in any such action, proceeding or appeal, such costs and expenses will be determined by the
court or arbitration panel handling the proceeding and will be included in and as a part of such judgment.

11. Notices. All notices and demands that may be required or permitted by either party to the other shall be in writing.
All notices, payments and demands hereunder shall be sent by overnight courier or by certified United States Mail, postage prepaid,
addressed as provided below, or to any other place that one party may from time to time designate in a notice to the other party, and
shall be deemed to have been received on the date when actually delivered to the addressee or delivery has been rejected.

If to Sublessor:  If to Sublessee:
   

ADK Georgia, LLC  3223 Falligant Avenue Associates, L.P.
Two Buckhead Plaza  20 Mansell Court East
3050 Peachtree Road, NW  Suite 200
Suite 355  Roswell, GA 30076
Atlanta, Georgia 30335  Attention: General Counsel
Attention: CEO   

12.    Personal Property. Sublessee may bring his own articles of personal property to the Premises for use and Sublessee
shall have the right to remove any such personal property from the Premises provided that Sublessee, at his expense, shall repair any
damages to the Premises caused by such removal or by the original installation thereof. All personal property, fixtures and equipment
located at the Premises as of the date of this Sublease (the "Sublessor FF&E") shall remain the property of Sublessor (as between
Sublessor and Sublessee) and shall remain at the Premises at the end of the Term, and Sublessee shall have the right to use same
during the Term in connection with the operation of the Premises. Any replacements of such Sublessor FF&E made by Sublessee
during the Term shall become the property of Sublessor upon the expiration of the Term.

1 3 .    Repairs & Improvements. Sublessor shall not be required to make any repairs or improvements to the Premises.
Sublessee shall make no alterations in, or additions to, the Premises in excess of twenty-five thousand dollars ($25,000) without first
obtaining, in writing, Sublessor's consent for such alterations or additions. All such alterations or additions shall be at the sole cost and
expense of Sublessee and shall become a part of the Premises and shall be the property of Sublessor. Sublessee covenants and agrees
that it will take good care of the Premises, its fixtures
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and appurtenances, and suffer no waste or injury thereto and keep and maintain same in good and clean condition, reasonable wear
and tear excepted. Sublessee shall be liable for and shall indemnify and hold Sublessor harmless in respect of any claims, liabilities,
actions, damage, or injury to Sublessor, the Premises, and property or persons of anyone else, if due to wrongful act or negligence of
Sublessee, or Sublessee's agents, employees, licensees or invitees. With respect to work, services, repairs, repainting, restoration, the
provision of utilities or HVAC services, or the performance of other obligations required of Lessor under the Master Lease, Sublessor
shall, at the written request of Sublessee, request the same from Lessor and use reasonable efforts to obtain the same from Lessor at
Sublessee's expense. Sublessee shall reasonably cooperate with Sublessor as may be required to obtain from Lessor any such work,
services, repairs, repainting restoration, the provision of utilities or HVAC services, or the performance of any of Lessor's other
obligations under the Master Lease with respect to the Premises. Sublessor shall be liable for and shall indemnify and hold Sublessee
harmless in respect of any claims, liabilities, actions, damage, or injury to Sublessee, the Premises, and property or persons of anyone
else, if due to (a) the wrongful act or negligence of Sublessor, or Sublessor's agents, employees, licensees or invitees, or (b) a default
b y Sublessor under the Master Lease not resulting from either (i) the nullification or termination of this Agreement based upon
Sublessor's entry into this Agreement without having obtained the consent of Lessor, or (ii) a default by Sublessee of its obligations
arising under this Sublease.

Additionally, within eighteen (18) months following the commencement of the Term hereunder, Sublessee shall replace the
roof of the Premises in accordance with plans and specifications approved by Sublessor and, if required by the Master Lease, Lessor.
Sublessee shall perform such work at its sole cost and expense.

14.    Default.

(a)     The following shall be deemed to be events of default by Sublessee: (i) Sublessee shall fail to pay when due any
installment of Base Rent or any other charge or assessment against Sublessee pursuant to the terms of this Agreement and such failure
shall continue for a period of five (5) business days after Sublessor's written notice to Sublessee thereof; (ii) Sublessee shall fail to
comply in every respect with any term, provision, covenant, or warranty made under this Agreement by Sublessee and shall not cure
such failure within thirty (30) days after written notice thereof to Sublessee; provided that if any such failure is not curable by its
nature within such thirty-day period, then Sublessee shall have such additional time as necessary to cure the same; (iii) Sublessee shall
fail to comply in any respect with any term, provision, covenant or warranty under the Master Lease, and such failure results in a
default of the Master Lease; (iv) Sublessee shall do, or permit to be done anything which creates a lien upon the Premises which lien
is not removed by payment or bond within twenty (20) days after Sublessee receives written notice thereof; or (v) a default under the
Affiliated Sublease (as defined in Section 20(h) below) which is not cured within the applicable cure period.

(b)     Upon the occurrence of an aforesaid events of default, Sublessor shall have the option to pursue any one or more of the
following remedies without any notice or demand whatsoever: (i) terminate this Agreement, in which event Sublessee shall
immediately surrender the Premises to Sublessor, and if Sublessee fails to do so, Sublessor may without prejudice to any other remedy
which it may have for possession or arrearage in Base Rent, enter upon and take possession of the Premises and expel or remove
Sublessee and any other person who may be occupying the Premises or any part thereof, by force, if necessary, as permitted by
Georgia law
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without being liable for prosecution or any claim of damages therefor; Sublessee hereby agreeing to pay to Sublessor on demand the
amount of all Base Rent and other charges accrued through the date of termination; (ii) enter upon and take possession of the Premises
and expel or remove Sublessee and any other person who may be occupying the Premises or any part thereof, by force, if necessary,
as permitted by Georgia law, without being liable for prosecution or any claim of damages thereof and, if Sublessor so elects, relet the
Premises on such terms as Sublessor may deem advisable, in its sole discretion, without advertisement, and by private negotiations
provided that if Sublessor succeeds in re-letting the Premises and receives the rent therefor, Sublessee hereby agrees to pay to
Sublessor the deficiency, if any, between all Rent reserved hereunder and the total rental applicable to the Term hereof obtained by
Sublessor through such re-letting, and Sublessee shall be liable for Sublessor's expenses in restoring the Premises and all costs incident
to such re-letting; (iii) enter upon the Premises by force if necessary as permitted by Georgia law, without being liable for prosecution
or any claim of damages therefor, and do whatever Sublessee is obligated to do under the terms of this Agreement; and Sublessee
agrees to reimburse Sublessor on demand for any expenses including, without limitation, reasonable attorney's fees which Sublessor
may incur in thus effecting compliance with Sublessee's obligations under this Agreement and Sublessee further agrees that Sublessor
shall not be liable for any damages resulting to Sublessee from such action.

(c)    Notwithstanding any provision hereof, if Lessor delivers to Sublessor written notice of a default under the Master Lease
due to Sublessor having entered into this Sublease without having obtained the consent of Lessor, and such notice of default has not
been rescinded by Lessor within ten (10) business days after the later of (1) the receipt thereof by Sublessor and (2) the delivery by
Sublessor of same to Sublessee, then Sublessor thereafter shall have the right to terminate this Agreement immediately by delivery of
written notice to Sublessee.

(d)    The remedies provided for herein are cumulative and in addition to any other remedy provided by law or at equity. No
action taken by or on behalf of Sublessor shall be construed to be an acceptance of a surrender of this Agreement. Forbearance by
Sublessor to enforce one or more of the remedies herein provided upon an event of default shall not be deemed or construed to
constitute a waiver of such default.

15.    Holding Over. If Sublessee remains in possession of any portion of the Premises after expiration or termination of the
Term with or without Sublessor's written consent, Sublessee shall become a Sublessee-at-sufferance, and there shall be no renewal of
this Sublease by operation of law. During the period of any such holding over, all provisions of this Sublease shall be and remain in
effect except that the monthly rental shall be 150% of the amount of Base Rent payable for the last full calendar month of the Term
including renewals or extensions. The inclusion of the preceding sentence in this Sublease shall not be construed as Sublessor's
consent for Sublessee to hold over.

16.    Surrender of Premises. Upon the expiration or other termination of this Sublease, Sublessee shall quit and surrender
to Sublessor the Premises broom clean in substantially the same condition as at the commencement of the Sublease, reasonable wear
and tear only excepted. Sublessee shall have no obligation to remove or restore alterations, modifications or additions to the Premises
made with the consent of Sublessor, or made where no such consent is required under this Sublease. Sublessee's obligation to observe
or perform this covenant shall survive the expiration or other termination of this Sublease.
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17.    Successors and Assigns. This Sublease shall be binding upon and shall inure to the benefit of the parties hereto and
their respective heirs, executors, administrators, successors and assigns.

1 8 .    Entire Sublease. This Sublease sets forth all the Subleases between Sublessor and Sublessee concerning the
Premises, and there are no other Subleases either oral or written other than as set forth in this Sublease.

19.    Intentionally Omitted.

20.    Other Provisions of Master Lease.

(a)    Sublease Subordinate to Master Lease. This Sublease is subject and subordinate to the Master Lease. As and to
the extent hereinafter provided, all applicable terms and conditions of the Master Lease are incorporated into and made a part of this
Sublease as if Sublessee were the lessee under the Master Lease. Sublessor shall not agree with Lessor to terminate the Master Lease
with respect to the Premises without having first obtained the prior written consent of Sublessee. Unless expressly provided for in this
Sublease to the contrary, Sublessee assumes and agrees to perform the Sublessor's obligations under the Master Lease during the term
of this Sublease with respect to the Premises, except that the obligation to pay rent to Lessor under the Master Lease shall be
considered performed by Sublessee by virtue of its payments and reimbursements to Sublessor pursuant to this Sublease. Sublessee
shall not cause or suffer any act of negligence that will violate any of the provisions of the Master Lease. If the Master Lease
terminates for any reason (other than as a result of a consensual termination by Lessor and Sublessor), this Sublease shall terminate
and the parties shall be relieved from all liabilities and obligations under this Sublease; provided, however, that if this Sublease is
terminated by Lessor due to a default of Sublessor or Sublessee under the Master Lease or under this Sublease, the defaulting party
shall be liable to the non-defaulting party for all damage suffered by the non-defaulting party as a result of the termination. Sublessee
shall provide copies of all reports required under the Master Lease to Sublessor and to Lessor.

(b)    Master Lease Provisions Not Incorporated. Notwithstanding the foregoing or any other provision of this Sublease
to the contrary, the following Sections of the Master Lease are not incorporated into this Sublease, and Sublessee shall have no
obligation to perform and shall not be bound by them: l(b)(i)-(iii), l(c), l(d), l(e), 6(c), 15, 27 and 30(a).

(c)    Management Contracts. As incorporated into this Sublease, Section 30(b) of the Master Lease is hereby revised to
delete the words "or Chris Brogdon" from the first sentence; and the phrase "in which Chris Brogdon, directly or indirectly, has an
equity interest" is deleted from the second sentence.

(d)    Sublessor's Renewal Right. If the Master Lease is extended with respect to the Premises, Sublessee shall have the
right, but not the obligation, to extend the term of this Sublease through the end of the extended term of the Master Lease upon (i)
written notice to Sublessor and (ii) concurrent extension of the Affiliated Sublease. The annual and monthly Base Rent to be paid by
Sublessee during an extended term is stated in Section 3, above.

(e)     Casualty. Sublessor shall not exercise its right under Section 8(b) of the Master Lease to terminate the Master Lease
with respect to the Premises without the prior written
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consent of Sublessee, which consent Sublessee may withhold in its sole discretion.

( f )    Sublessor Consent: In each case provided herein for the consent or approval of Sublessor, in no event shall
Sublessor's consent or approval be unreasonably withheld, conditioned or delayed. If a consent or approval of Lessor is required under
the Master Lease, the giving of such consent or approval shall be deemed the consent or approval of Sublessor and no further consent
or approval of Sublessor shall be required.

(g)    Sublessor Performance of Master Lease. Sublessor agrees to pay to Lessor installments of rental as required by the
Master Lease and to perform all covenants of Lessor arising under the Master Lease that are not the obligation of Sublessee hereunder
to perform. Within ten (10) days after receipt of Sublessee's written request, Sublessor shall provide Sublessee commercially reasonable
evidence of the payment of all items of rental and other sums due under the Master Lease. Sublessor also shall deliver to Sublessee any
written notice of non performance or demand that Sublessor receives from Lessor under the Master Lease within five (5) business days
after receiving same. If Sublessor fails to make any payment required under the Master Lease, or otherwise defaults under any
provision of the Master Lease, then (i) after five (5) business days written notice to Sublessor, Sublessee shall have the right to cure
such default and thereafter (without additional notice required) to pay all amounts due under this Sublease directly to Lessor, and any
amount so paid by Sublessee, at the sole written election of Sublessee, shall be credited and offset against amounts Sublessee owes or
will owe to Sublessor pursuant to this Sublease; and (ii) upon Sublessee's written demand, Sublessor shall immediately refund to
Sublessee any and all amounts paid by Sublessee to Sublessor if Sublessee has repaid such amounts directly to Lessor or, at the sole
written election of Sublessee, such amounts shall be credited and offset against amounts Sublessee owes or will owe to Sublessor
pursuant to this Sublease. Sublessee shall inform Sublessor in writing of any action on its part to pay or perform directly to Lessor any
of Sublessor's obligations under the Master Lease as permitted by this Section.

(h)    Condition to Effectiveness. This Sublease shall not be effective or binding upon the parties and Sublessee shall have
no rights or obligations with respect to the Premises unless and until Sublessee obtains all regulatory and other approvals and licenses
required for Sublessee to operate the facility as a Medicare and Medicaid enrolled Skilled Nursing Facility located on the Premises
(the "Approvals Date"). Additionally, a t Sublessee's election, this Sublease shall not be effective or binding upon the parties and
Sublessee shall have no rights or obligations with respect to the Premises unless and until the simultaneous effectiveness of that
certain Sublease Agreement between Sublessor and 3460 Powder Springs Road Associates, LP dated th e same date as this
Agreement (the "Affiliated Sublease"). If the Approvals Date does not occur on the
first day of a calendar month, then this Sublease shall become effective on the first day of the first full calendar month following the
Approvals Date.

2 1 .    Lessor Approval of Agreement . Following the execution and delivery of this Agreement, Sublessor shall use
commercially reasonable efforts to obtain the written consent of Lessor to the parties entering into this Agreement, in form and
substance reasonably acceptable to Sublessee. Such efforts shall continue after the Approvals Date.

22.    Governing Law and Venue. This Sublease is made pursuant to, and shall be construed and enforced in accordance
with, the laws in force in the State of Georgia, and any dispute arising hereunder shall be brought in the courts of Georgia.
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23.    Entire Agreement. The parties hereby understand and agree that this Sublease contains the entire agreement between
the parties and cannot be changed or modified except by a written instrument subsequently executed by the parties hereto.

2 4 .    Counterparts. This Sublease may be executed in any number of counterparts, all of which will be considered one
and the same Sublease notwithstanding that all parties hereto have not signed the same counterpart. Signatures on this Sublease which
are transmitted electronically shall be valid for all purposes. Any party shall, however, deliver an original signature on this Sublease to
the other party upon request.

{Signatures on Following Page}
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IN WITNESS WHEREOF, the parties hereto have caused this Sublease to be duly executed and delivered as of the day and
year first written above.

    

SUBLESSEE:   SUBLESSOR:  
       

3223 FALLIGANT AVENUE ASSOCIATES, L.P.,  ADK GEORGIA, LLC,
a Georgia limited partnership  a Georgia limited liability company
       

       

By: /s/ James J. Andrews   By: /s/ William McBride  

Name: James J. Andrews   Name: William McBride  

Title: President   Title: Manager  
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Exhibit 10.382

PROMISSORY NOTE

(Northridge)

$170,000.00                                 February 25, 2015

FOR VALUE RECEIVED, ADCARE HEALTH SYSTEMS, INC., a Georgia corporation (“Borrower”), hereby promises to pay to the
order of KEYBANK NATIONAL ASSOCIATION , a national banking association (together with any and all of its successors and
assigns and/or any other holder of this Note, “Lender”), without offset, in immediately available funds in lawful money of the United
States of America, at 1200 Abernathy Road, NE, Suite 1550, Atlanta, Georgia 30328 (or such other address as Lender may designate in
written notice to Borrower from time to time), the principal sum of ONE HUNDRED SEVENTY THOUSAND AND NO/100
DOLLARS ($170,000.00) (the “Indebtedness”), as hereinafter provided.

Section 1.    Indebtedness. The Indebtedness represents the portion of certain deferred “exit fees” allocated by Borrower and
Lender to the skilled nursing facility identified as the “Facility” on Schedule 1 attached hereto and incorporated herein by this
reference, which fees are owing by Borrower to Lender in connection with a mortgage loan in the original principal amount of
$16,500,000 (the “Mortgage Loan”), made by Lender to the subsidiaries of Borrower identified on Schedule 1 hereto as the “Mortgage
Loan Borrowers,” pursuant to that certain Secured Loan Agreement dated as of December 28, 2012, as amended prior to the date
hereof (the “Mortgage Loan Agreement”), executed by and among Lender, the Mortgage Loan Borrowers, and the guarantors of the
Mortgage Loan (including Borrower), and guaranteed by Borrower pursuant to that certain Payment Guaranty dated as of December 28,
2012, as amended prior to the date hereof. The Mortgage Loan is being refinanced by a third-party lender on the date hereof. This Note
is being executed and delivered by Borrower to Lender in connection with the other promissory notes, each dated the date hereof,
executed by Borrower, payable to the order of Lender and being more particularly described on Schedule 1 hereto (as the same may be
modified, amended, extended, renewed, restated or replaced from time to time, collectively, the “Other Notes,” and each individually,
an “Other Note”). This Note and the Other Notes are collectively given in place of the obligations of Borrower and the Mortgage
Borrowers to pay any “exit fees” pursuant to the terms of the Loan Documents (as defined in the Mortgage Loan Agreement) with
respect to the Projects (as defined in the Mortgage Loan Agreement), and the Sumter Valley Facility (as defined in Schedule 1 hereto).

Section 2.    Repayment of the Indebtedness.

(a)    The entire principal balance of this Note then unpaid shall be finally due and payable upon the Maturity Date (as hereinafter
defined). The term “Maturity Date,” as used in this Note shall mean the earliest to occur of the following: (i) August 25, 2016, as such
date may be extended as provided in Section 2(b) hereof (the “Scheduled Maturity Date”), (ii) the date on which a Transfer (as
hereinafter defined) shall occur, (iii) the date on which Borrower or any subsidiary of Borrower engages any Person (as hereinafter
defined) other than Lender or an affiliate of Lender to originate or otherwise obtain mortgage loan financing (an “Agency Financing”)
for the Facility that is to be insured or guaranteed by the U.S. Department of Health and Urban Development (“HUD”), and (iv) the date
on which the maturity of this Note is accelerated as provided in Section 7 hereof. The term, “Person,” as used in this Note, means any
natural person, firm, corporation, limited liability company, trust, joint venture, association, company, unlimited liability company,
partnership, Governmental Authority or other entity (whether or not having separate legal personality).
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(b)    In the event Lender or any Lender affiliate shall have submitted a loan package for the Facility to HUD for approval, and
the date on which such loan package is submitted (the “Agency Financing Submission Date”) is less than one hundred twenty (120)
days prior to the original Scheduled Maturity Date, then the original Scheduled Maturity Date shall automatically be deemed to have
been extended, on a one-time basis only, to the one hundred twentieth (120th) day after the Agency Financing Submission Date, without
the necessity of any further action on the part of Borrower or Lender.

(c)    If, prior to the Maturity Date, the Facility shall have been refinanced either (i) by a permanent loan from Lender or an
affiliate of Lender, or (ii) by an Agency Financing originated by Lender or any affiliate of Lender, then and in such an event the entire
remaining principal amount of this Note then outstanding shall be forgiven, this Note shall be cancelled and no further amounts shall be
payable by Borrower hereunder.

Section 3.    Interest. The Indebtedness evidenced by this Note shall not bear interest, except for Default Interest (as hereinafter
defined). If Borrower fails to pay the Indebtedness on the Maturity Date, the delinquent Indebtedness shall bear interest at the rate of
fifteen percent (15%) per annum, calculated on the basis of a three hundred sixty (360)-day year for the actual number of days elapsed,
which interest shall be due and payable on demand.

Section 4.    Prepayment. Borrower may prepay the principal balance of this Note, in full at any time or in part from time to time,
without fee, premium or penalty.

Section 5.    Certain Provisions Regarding Payments. All payments made under this Note shall be applied, to the extent thereof,
to Lender’s Expenses (as hereinafter defined), to Default Interest (if any), and to unpaid principal, in such manner and order as Lender
may elect in its sole discretion, any instructions from Borrower or anyone else to the contrary notwithstanding. Remittances shall be
made without offset, demand, counterclaim, deduction, or recoupment (each of which is hereby waived) and shall be accepted subject
to the condition that any check or draft may be handled for collection in accordance with the practice of the collecting bank or banks.
Acceptance by Lender of any payment in an amount less than the amount then due on any indebtedness shall be deemed an acceptance
on account only, notwithstanding any notation on or accompanying such partial payment to the contrary, and shall not in any way (a)
waive or excuse the existence of an Event of Default (as hereinafter defined), (b) waive, impair or extinguish any right or remedy
available to Lender hereunder, or (c) waive the requirement of punctual payment and performance or constitute a novation in any
respect. Whenever any payment under this Note falls due on a day which is not a Business Day, such payment may be made on the
next succeeding Business Day.

Section 6.    Events of Default. The occurrence of any one or more of the following shall constitute an “Event of Default” under
this Note:

(a)    Borrower fails to pay when and as due and payable any amounts payable by Borrower to Lender under the terms of this
Note or any of the Other Notes;

(b)    Borrower fails to perform, observe or keep any covenant or agreement not referred to in Section 6(a), and such failure is
not cured within ten (10) days after written notice of such failure is given by Lender to Borrower;

(c)    the occurrence of any Transfer without the prior written consent of Lender;

(d)    Borrower shall commence a voluntary case concerning any Borrower under Title 11 of the United States Code entitled
“Bankruptcy” as now or hereafter in effect, or any successor thereto or any other present or future bankruptcy or insolvency statute (the
“Bankruptcy Code”); or an involuntary proceeding is commenced against Borrower under the Bankruptcy Code and relief is ordered
against Borrower, or the petition is controverted but not dismissed or stayed within sixty (60) days after the

2
6405444.4            

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



commencement of the ease, or a custodian (as defined in the Bankruptcy Code) is appointed for or takes charge of all or substantially
all of the property of Borrower; or Borrower commences any other proceedings under any reorganization, arrangement, readjustment of
debt, relief of debtors, dissolution, insolvency or liquidation or similar law of any jurisdiction whether now or hereafter in effect relating
to Borrower; or there is commenced against Borrower any such proceeding which remains undismissed or unstayed for a period of
sixty (60) days; or Borrower fails to controvert in a timely manner any such case under the Bankruptcy Code or any such proceeding,
or any order of relief or other order approving any such case or proceeding is entered; or Borrower by any act or failure to act indicates
its consent to, approval of, or acquiescence in any such case or proceeding or the appointment of any custodian or the like of or for it
for any substantial part of its property or suffers any such appointment to continue undischarged or unstayed for a period of sixty (60)
days;

(e)    Borrower shall make an assignment for the benefit of creditors, or shall admit in writing its inability to pay its debts
generally as they become due, or shall consent to the appointment of a receiver or trustee or liquidator of all of its property or the major
part thereof or if all or a substantial part of the assets of Borrower are attached, seized, subjected to a writ or distress warrant, or are
levied upon, or come into the possession of any receiver, trustee, custodian or assignee for the benefit of creditors.

For purposes of this Note, the term “Transfer” shall mean (a) the sale, transfer or conveyance of the Facility by the Property Subsidiary,
or (b) the occurrence of an event or series of events by which (i) Borrower ceases to be the direct or indirect owner of the Property
Subsidiary, or (ii) any Person or group of Persons acting in concert as a partnership or other group shall, as a result of a tender or
exchange offer, open market purchases, privately negotiated purchases, merger, consolidation, sale of all or substantially all assets, or
otherwise, have become, after the date hereof, the “beneficial owner” (within the meaning of such term under Rule 13d-3 under the
federal Securities and Exchange Act of 1934, as amended) of equity interests of Borrower representing voting power having the right to
elect at least 49% of the members of Borrower’s board of directors.

Section 7.    Remedies. Upon the occurrence of an Event of Default, Lender may at any time thereafter exercise any one or more
of the following rights, powers and remedies:

(a)    Lender may accelerate the Maturity Date and declare the unpaid principal balance and accrued but unpaid interest
(if any) on this Note, and all other amounts payable hereunder, at once due and payable, and upon such declaration the same shall at
once be due and payable; and.

(b)    Lender may exercise any of its other rights, powers and remedies available at law or in equity.

Notwithstanding the foregoing, upon the occurrence of any Event of Default under Section 6(d) hereof, all amounts evidenced by this
Note shall automatically become due and payable, without any presentment, demand, protest or notice of any kind to Borrower.

Section 8.    Remedies Cumulative. All of the rights and remedies of Lender under this Note are cumulative of each other and of
any and all other rights at law or in equity, and the exercise by Lender of any one or more of such rights and remedies shall not
preclude the simultaneous or later exercise by Lender of any or all such other rights and remedies. No single or partial exercise of any
right or remedy shall exhaust it or preclude any other or further exercise thereof, and every right and remedy may be exercised at any
time and from time to time. No failure by Lender to exercise, nor delay in exercising, any right or remedy shall operate as a waiver of
such right or remedy or as a waiver of any Event of Default.

Section 9    Costs and Expenses of Enforcement and Preparation. Borrower agrees to pay to Lender on demand all costs and
expenses incurred by Lender in seeking to collect this Note, including court costs and reasonable attorneys’ fees and expenses actually
incurred, whether or not suit is filed
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hereon, or whether in connection with bankruptcy, insolvency or appeal. Borrower agrees to pay Lender on demand for all costs
incurred (including, but not limited to, Lender’s counsel’s attorney’s fees) in preparing this Note and all other documents.

Section 10.    Service of Process. Borrower hereby consents to process being served in any suit, action, or proceeding instituted
in connection with this Note by serving of a copy thereof by certified mail, postage prepaid, return receipt requested, to Borrower.
Borrower irrevocably agrees that such service shall be deemed to be service of process upon Borrower in any such suit, action, or
proceeding. Nothing in this Note shall affect the right of Lender to serve process in any manner otherwise permitted by law and nothing
in this Note will limit the right of Lender otherwise to bring proceedings against Borrower in the courts of any jurisdiction or
jurisdictions.

Section 11.    Successors and Assigns. The terms of this Note shall bind and inure to the benefit of the permitted successors and
assigns of the parties; provided, however, that in no event shall Borrower delegate or assign its rights or obligations under this Note to
any other Person (whether by operation of law or otherwise), without Lender’s prior written consent, and any such delegation or
assignment by Borrower (or attempted by Borrower) in violation of the terms of this Note shall be void.

Section 12.    General Provisions. Time is of the essence with respect to Borrower’s obligations under this Note. If more than one
Person executes this Note as Borrower, all of said parties shall be jointly and severally liable for payment of the indebtedness evidenced
hereby. Borrower and each party executing this Note as Borrower hereby severally (a) waive demand, presentment for payment, notice
of dishonor and of nonpayment, protest, notice of protest, notice of intent to accelerate, notice of acceleration and all other notices
(except any notices which are specifically required by this Note), filing of suit and diligence in collecting this Note or enforcing any of
the security herefor; (b) agree to any substitution, subordination, exchange or release of any such security or the release of any party
primarily or secondarily liable hereon; (c) agree that Lender shall not be required first to institute suit or exhaust its remedies hereon
against Borrower or others liable or to become liable hereon or to perfect or enforce its rights against them or any security herefor; (d)
consent to any extensions or postponements of time of payment of this Note for any period or periods of time and to any partial
payments, before or after maturity, and to any other indulgences with respect hereto, without notice thereof to any of them; and (e)
submit (and waive all rights to object) to non-exclusive personal jurisdiction of any state or federal court sitting in the State of Georgia
for the enforcement of any and all obligations under this Note; (f) waive the benefit of all homestead and similar exemptions as to this
Note; (g) agree that their liability under this Note shall not be affected or impaired by any determination that any title, security interest
or lien taken by Lender to secure this Note is invalid or unperfected; and (h) hereby subordinate to the Indebtedness any and all rights
against Borrower and any security for the payment of this Note, whether by subrogation, agreement or otherwise, until this Note is paid
in full. A determination that any provision of this Note is unenforceable or invalid shall not affect the enforceability or validity of any
other provision and the determination that the application of any provision of this Note to any Person or circumstance is illegal or
unenforceable shall not affect the enforceability or validity of such provision as it may apply to other Persons or circumstances. This
Note may not be amended except in a writing specifically intended for such purpose and executed by the party against whom
enforcement of the amendment is sought. Captions and headings in this Note are for convenience only and shall be disregarded in
construing it. This Note and its validity, enforcement and interpretation shall be governed by the laws of the State of Georgia (without
regard to any principles of conflicts of laws) and applicable United States federal law. Whenever a time of day is referred to herein,
unless otherwise specified such time shall be the local time of the place where payment of this Note is to be made. The term “Business
Day” shall mean a day of the year on which banks are not required or authorized to close in Atlanta, Georgia. The words “include” and
“including” shall be interpreted as if followed by the words “without limitation.”

Section 13.    Notices. Any notice, demand, request or other communication which any party hereto may be required or may
desire to give hereunder shall be in writing and shall be deemed to have been properly given (a) if hand delivered, when delivered; (b)
if mailed by United States Certified Mail
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(postage prepaid, return receipt requested), three (3) Business Days after mailing (c) if by Federal Express or other reliable overnight
courier service, on the next Business Day after delivered to such courier service or (d) if by telecopier, on the day of transmission so
long as copy is sent on the same day by overnight courier as set forth below:

If to Borrower:

AdCare Health Systems, Inc.
1145 Hembree Road
Roswell, Georgia 30076
Attention:    E. Clinton Cain, CPA, MAcc

Vice President of Finance
Telephone:    (404) 781-2896
Facsimile:    (404) 842-1899

With a courtesy copy to:

Holt, Ney, Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention:    Gregory P. Youra, Esq.
Telephone:    (770) 956-9600
Facsimile:    (770) 956-1490

If to Lender:

KeyBank National Association
1200 Abernathy Road, NE
Suite 1550
Atlanta, Georgia 30328
Attention: Paul F. Di Vito, SVP
Telephone: (770) 510-2085
Facsimile: (770) 510-2195

With a courtesy copy to:

Bryan Cave LLP
One Atlantic Center, Fourteenth Floor
1201 West Peachtree Street, NW
Atlanta, Georgia 30309-3488
Attention: Robert C. Lewinson, Esq.
Telephone:    (404) 572-6623
Facsimile:    (404) 420-0623
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Section 14.    No Usury. It is expressly stipulated and agreed to be the intent of Borrower and Lender at all times to comply with
applicable state law or applicable United States federal law (to the extent that it permits Lender to contract for, charge, take, reserve, or
receive a greater amount of interest than under state law) and that this Section shall control every other covenant and agreement in this
Note. If applicable state or federal law should at any time be judicially interpreted so as to render usurious any amount called for under
this Note, or contracted for, charged, taken, reserved, or received with respect to the Indebtedness, or if Lender’s exercise of the option
to accelerate the Maturity Date, or if any prepayment by Borrower results in Borrower having paid any interest in excess of that
permitted by applicable law, then it is Lender’s express intent that all excess amounts theretofore collected by Lender shall be credited
on the principal balance of this Note, and the provisions of this Note shall immediately be deemed reformed and the amounts thereafter
collectible hereunder and thereunder reduced, without the necessity of the execution of any new documents, so as to comply with the
applicable law, but so as to permit the recovery of the fullest amount otherwise called for hereunder or thereunder. All sums paid or
agreed to be paid to Lender for the use or forbearance of the Indebtedness shall, to the extent permitted by applicable law, be
amortized, prorated, allocated, and spread throughout the full stated term of the Indebtedness.

Section 15. Reinstatement. To the extent that any payment or payments made to Lender, or any payment or proceeds of any
property received by Lender, in the reduction of the principal indebtedness or as payment of accrued interest are subsequently
invalidated, declared to be fraudulent or preferential, set aside and/or required to be repaid to a trustee, to a surety, or any other Person
liable for any of the repayment of principal or accrued interest, whether directly or indirectly, as a debtor in possession or to a receiver
or any other Person under title 11 of the United States Code, 11 U.S.C. §§ 101-1532, as amended (the “Bankruptcy Code”), or any
other state or federal law, common law or equitable cause (collectively, the “Invalidated Payments”) whether pursuant to a settlement
or a judgment by a court of competent jurisdiction, then the portion of such principal repayment or accrued interest payment equal to
the Invalidated Payments and the lien or security title, if any, given to secure this Note will be revived and will continue in full force
and effect as if such payment or proceeds had never been received by Lender.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower has duly executed this Note under seal as of the date first above written.
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SCHEDULE 1
TO PROMISSORY NOTE

(Northridge)

Mortgage Loan
Borrowers: Woodland Hills Property Holdings, LLC, Northridge HC&R Property Holdings, LLC, APH&R Property

Holdings, LLC, Woodland Hills HC Nursing, LLC, Northridge HC&R Nursing, LLC, APH&R Nursing, LLC,
each a Georgia limited liability company

Facility: Northridge Healthcare and Rehabilitation
2501 John Ashley Drive
North Little Rock, AR 72114

Property
Subsidiary: Northridge HC&R Property Holdings, LLC, a Georgia limited liability company

Other Notes: 1. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as Cumberland Health and Rehabilitation Center, 1516 South Cumberland Street, Little Rock, AR
72202, the owner of which is APH&R HC Property Holdings, LLC, a Georgia limited liability company.

2. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as River Valley Health and Rehabilitation Center, 5301 Wheeler Avenue, Fort Smith, AR 72901,
the owner of which is River Valley Property Holdings, LLC, a Georgia limited liability company.

3. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as Sumter Valley Nursing and Rehab Center, 1761 Pinewood Road, Sumter, SC 29154 (the
“Sumter Valley Facility”), the owner of which is Sumter Valley Property Holdings, LLC, a Georgia
limited liability company.
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Exhibit 10.383

PROMISSORY NOTE

(Cumberland)

$170,000.00                                 February 25, 2015

FOR VALUE RECEIVED, ADCARE HEALTH SYSTEMS, INC., a Georgia corporation (“Borrower”), hereby promises to pay to the
order of KEYBANK NATIONAL ASSOCIATION , a national banking association (together with any and all of its successors and
assigns and/or any other holder of this Note, “Lender”), without offset, in immediately available funds in lawful money of the United
States of America, at 1200 Abernathy Road, NE, Suite 1550, Atlanta, Georgia 30328 (or such other address as Lender may designate in
written notice to Borrower from time to time), the principal sum of ONE HUNDRED SEVENTY THOUSAND AND NO/100
DOLLARS ($170,000.00) (the “Indebtedness”), as hereinafter provided.

Section 1.    Indebtedness. The Indebtedness represents the portion of certain deferred “exit fees” allocated by Borrower and
Lender to the skilled nursing facility identified as the “Facility” on Schedule 1 attached hereto and incorporated herein by this
reference, which fees are owing by Borrower to Lender in connection with a mortgage loan in the original principal amount of
$16,500,000 (the “Mortgage Loan”), made by Lender to the subsidiaries of Borrower identified on Schedule 1 hereto as the “Mortgage
Loan Borrowers,” pursuant to that certain Secured Loan Agreement dated as of December 28, 2012, as amended prior to the date
hereof (the “Mortgage Loan Agreement”), executed by and among Lender, the Mortgage Loan Borrowers, and the guarantors of the
Mortgage Loan (including Borrower), and guaranteed by Borrower pursuant to that certain Payment Guaranty dated as of December 28,
2012, as amended prior to the date hereof. The Mortgage Loan is being refinanced by a third-party lender on the date hereof. This Note
is being executed and delivered by Borrower to Lender in connection with the other promissory notes, each dated the date hereof,
executed by Borrower, payable to the order of Lender and being more particularly described on Schedule 1 hereto (as the same may be
modified, amended, extended, renewed, restated or replaced from time to time, collectively, the “Other Notes,” and each individually,
an “Other Note”). This Note and the Other Notes are collectively given in place of the obligations of Borrower and the Mortgage
Borrowers to pay any “exit fees” pursuant to the terms of the Loan Documents (as defined in the Mortgage Loan Agreement) with
respect to the Projects (as defined in the Mortgage Loan Agreement), and the Sumter Valley Facility (as defined in Schedule 1 hereto).

Section 2.    Repayment of the Indebtedness.

(a)    The entire principal balance of this Note then unpaid shall be finally due and payable upon the Maturity Date (as hereinafter
defined). The term “Maturity Date,” as used in this Note shall mean the earliest to occur of the following: (i) August 25, 2016, as such
date may be extended as provided in Section 2(b) hereof (the “Scheduled Maturity Date”), (ii) the date on which a Transfer (as
hereinafter defined) shall occur, (iii) the date on which Borrower or any subsidiary of Borrower engages any Person (as hereinafter
defined) other than Lender or an affiliate of Lender to originate or otherwise obtain mortgage loan financing (an “Agency Financing”)
for the Facility that is to be insured or guaranteed by the U.S. Department of Health and Urban Development (“HUD”), and (iv) the date
on which the maturity of this Note is accelerated as provided in Section 7 hereof. The term, “Person,” as used in this Note, means any
natural person, firm, corporation, limited liability company, trust, joint venture, association, company, unlimited liability company,
partnership, Governmental Authority or other entity (whether or not having separate legal personality).
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(b)    In the event Lender or any Lender affiliate shall have submitted a loan package for the Facility to HUD for approval, and
the date on which such loan package is submitted (the “Agency Financing Submission Date”) is less than one hundred twenty (120)
days prior to the original Scheduled Maturity Date, then the original Scheduled Maturity Date shall automatically be deemed to have
been extended, on a one-time basis only, to the one hundred twentieth (120th) day after the Agency Financing Submission Date, without
the necessity of any further action on the part of Borrower or Lender.

(c)    If, prior to the Maturity Date, the Facility shall have been refinanced either (i) by a permanent loan from Lender or an
affiliate of Lender, or (ii) by an Agency Financing originated by Lender or any affiliate of Lender, then and in such an event the entire
remaining principal amount of this Note then outstanding shall be forgiven, this Note shall be cancelled and no further amounts shall be
payable by Borrower hereunder.

Section 3.    Interest. The Indebtedness evidenced by this Note shall not bear interest, except for Default Interest (as hereinafter
defined). If Borrower fails to pay the Indebtedness on the Maturity Date, the delinquent Indebtedness shall bear interest at the rate of
fifteen percent (15%) per annum, calculated on the basis of a three hundred sixty (360)-day year for the actual number of days elapsed,
which interest shall be due and payable on demand.

Section 4.    Prepayment. Borrower may prepay the principal balance of this Note, in full at any time or in part from time to time,
without fee, premium or penalty.

Section 5.    Certain Provisions Regarding Payments. All payments made under this Note shall be applied, to the extent thereof,
to Lender’s Expenses (as hereinafter defined), to Default Interest (if any), and to unpaid principal, in such manner and order as Lender
may elect in its sole discretion, any instructions from Borrower or anyone else to the contrary notwithstanding. Remittances shall be
made without offset, demand, counterclaim, deduction, or recoupment (each of which is hereby waived) and shall be accepted subject
to the condition that any check or draft may be handled for collection in accordance with the practice of the collecting bank or banks.
Acceptance by Lender of any payment in an amount less than the amount then due on any indebtedness shall be deemed an acceptance
on account only, notwithstanding any notation on or accompanying such partial payment to the contrary, and shall not in any way (a)
waive or excuse the existence of an Event of Default (as hereinafter defined), (b) waive, impair or extinguish any right or remedy
available to Lender hereunder, or (c) waive the requirement of punctual payment and performance or constitute a novation in any
respect. Whenever any payment under this Note falls due on a day which is not a Business Day, such payment may be made on the
next succeeding Business Day.

Section 6.    Events of Default. The occurrence of any one or more of the following shall constitute an “Event of Default” under
this Note:

(a)    Borrower fails to pay when and as due and payable any amounts payable by Borrower to Lender under the terms of this
Note or any of the Other Notes;

(b)    Borrower fails to perform, observe or keep any covenant or agreement not referred to in Section 6(a), and such failure is
not cured within ten (10) days after written notice of such failure is given by Lender to Borrower;

(c)    the occurrence of any Transfer without the prior written consent of Lender;

(d)    Borrower shall commence a voluntary case concerning any Borrower under Title 11 of the United States Code entitled
“Bankruptcy” as now or hereafter in effect, or any successor thereto or any other present or future bankruptcy or insolvency statute (the
“Bankruptcy Code”); or an involuntary proceeding is commenced against Borrower under the Bankruptcy Code and relief is ordered
against Borrower, or the petition is controverted but not dismissed or stayed within sixty (60) days after
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the commencement of the ease, or a custodian (as defined in the Bankruptcy Code) is appointed for or takes charge of all or
substantially all of the property of Borrower; or Borrower commences any other proceedings under any reorganization, arrangement,
readjustment of debt, relief of debtors, dissolution, insolvency or liquidation or similar law of any jurisdiction whether now or hereafter
in effect relating to Borrower; or there is commenced against Borrower any such proceeding which remains undismissed or unstayed
for a period of sixty (60) days; or Borrower fails to controvert in a timely manner any such case under the Bankruptcy Code or any
such proceeding, or any order of relief or other order approving any such case or proceeding is entered; or Borrower by any act or
failure to act indicates its consent to, approval of, or acquiescence in any such case or proceeding or the appointment of any custodian
or the like of or for it for any substantial part of its property or suffers any such appointment to continue undischarged or unstayed for a
period of sixty (60) days;

(e)    Borrower shall make an assignment for the benefit of creditors, or shall admit in writing its inability to pay its debts
generally as they become due, or shall consent to the appointment of a receiver or trustee or liquidator of all of its property or the major
part thereof or if all or a substantial part of the assets of Borrower are attached, seized, subjected to a writ or distress warrant, or are
levied upon, or come into the possession of any receiver, trustee, custodian or assignee for the benefit of creditors.

For purposes of this Note, the term “Transfer” shall mean (a) the sale, transfer or conveyance of the Facility by the Property Subsidiary,
or (b) the occurrence of an event or series of events by which (i) Borrower ceases to be the direct or indirect owner of the Property
Subsidiary, or (ii) any Person or group of Persons acting in concert as a partnership or other group shall, as a result of a tender or
exchange offer, open market purchases, privately negotiated purchases, merger, consolidation, sale of all or substantially all assets, or
otherwise, have become, after the date hereof, the “beneficial owner” (within the meaning of such term under Rule 13d-3 under the
federal Securities and Exchange Act of 1934, as amended) of equity interests of Borrower representing voting power having the right to
elect at least 49% of the members of Borrower’s board of directors.

Section 7.    Remedies. Upon the occurrence of an Event of Default, Lender may at any time thereafter exercise any one or more
of the following rights, powers and remedies:

(a)    Lender may accelerate the Maturity Date and declare the unpaid principal balance and accrued but unpaid interest
(if any) on this Note, and all other amounts payable hereunder, at once due and payable, and upon such declaration the same shall at
once be due and payable; and.

(b)    Lender may exercise any of its other rights, powers and remedies available at law or in equity.

Notwithstanding the foregoing, upon the occurrence of any Event of Default under Section 6(d) hereof, all amounts evidenced by this
Note shall automatically become due and payable, without any presentment, demand, protest or notice of any kind to Borrower.

Section 8.    Remedies Cumulative. All of the rights and remedies of Lender under this Note are cumulative of each other and of
any and all other rights at law or in equity, and the exercise by Lender of any one or more of such rights and remedies shall not
preclude the simultaneous or later exercise by Lender of any or all such other rights and remedies. No single or partial exercise of any
right or remedy shall exhaust it or preclude any other or further exercise thereof, and every right and remedy may be exercised at any
time and from time to time. No failure by Lender to exercise, nor delay in exercising, any right or remedy shall operate as a waiver of
such right or remedy or as a waiver of any Event of Default.

Section 9    Costs and Expenses of Enforcement and Preparation. Borrower agrees to pay to Lender on demand all costs and
expenses incurred by Lender in seeking to collect this Note, including
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court costs and reasonable attorneys’ fees and expenses actually incurred, whether or not suit is filed hereon, or whether in connection
with bankruptcy, insolvency or appeal. Borrower agrees to pay Lender on demand for all costs incurred (including, but not limited to,
Lender’s counsel’s attorney’s fees) in preparing this Note and all other documents.

Section 10.    Service of Process. Borrower hereby consents to process being served in any suit, action, or proceeding instituted
in connection with this Note by serving of a copy thereof by certified mail, postage prepaid, return receipt requested, to Borrower.
Borrower irrevocably agrees that such service shall be deemed to be service of process upon Borrower in any such suit, action, or
proceeding. Nothing in this Note shall affect the right of Lender to serve process in any manner otherwise permitted by law and nothing
in this Note will limit the right of Lender otherwise to bring proceedings against Borrower in the courts of any jurisdiction or
jurisdictions.

Section 11.    Successors and Assigns. The terms of this Note shall bind and inure to the benefit of the permitted successors and
assigns of the parties; provided, however, that in no event shall Borrower delegate or assign its rights or obligations under this Note to
any other Person (whether by operation of law or otherwise), without Lender’s prior written consent, and any such delegation or
assignment by Borrower (or attempted by Borrower) in violation of the terms of this Note shall be void.

Section 12.    General Provisions. Time is of the essence with respect to Borrower’s obligations under this Note. If more than one
Person executes this Note as Borrower, all of said parties shall be jointly and severally liable for payment of the indebtedness evidenced
hereby. Borrower and each party executing this Note as Borrower hereby severally (a) waive demand, presentment for payment, notice
of dishonor and of nonpayment, protest, notice of protest, notice of intent to accelerate, notice of acceleration and all other notices
(except any notices which are specifically required by this Note), filing of suit and diligence in collecting this Note or enforcing any of
the security herefor; (b) agree to any substitution, subordination, exchange or release of any such security or the release of any party
primarily or secondarily liable hereon; (c) agree that Lender shall not be required first to institute suit or exhaust its remedies hereon
against Borrower or others liable or to become liable hereon or to perfect or enforce its rights against them or any security herefor; (d)
consent to any extensions or postponements of time of payment of this Note for any period or periods of time and to any partial
payments, before or after maturity, and to any other indulgences with respect hereto, without notice thereof to any of them; and (e)
submit (and waive all rights to object) to non-exclusive personal jurisdiction of any state or federal court sitting in the State of Georgia
for the enforcement of any and all obligations under this Note; (f) waive the benefit of all homestead and similar exemptions as to this
Note; (g) agree that their liability under this Note shall not be affected or impaired by any determination that any title, security interest
or lien taken by Lender to secure this Note is invalid or unperfected; and (h) hereby subordinate to the Indebtedness any and all rights
against Borrower and any security for the payment of this Note, whether by subrogation, agreement or otherwise, until this Note is paid
in full. A determination that any provision of this Note is unenforceable or invalid shall not affect the enforceability or validity of any
other provision and the determination that the application of any provision of this Note to any Person or circumstance is illegal or
unenforceable shall not affect the enforceability or validity of such provision as it may apply to other Persons or circumstances. This
Note may not be amended except in a writing specifically intended for such purpose and executed by the party against whom
enforcement of the amendment is sought. Captions and headings in this Note are for convenience only and shall be disregarded in
construing it. This Note and its validity, enforcement and interpretation shall be governed by the laws of the State of Georgia (without
regard to any principles of conflicts of laws) and applicable United States federal law. Whenever a time of day is referred to herein,
unless otherwise specified such time shall be the local time of the place where payment of this Note is to be made. The term “Business
Day” shall mean a day of the year on which banks are not required or authorized to close in Atlanta, Georgia. The words “include” and
“including” shall be interpreted as if followed by the words “without limitation.”
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Section 13.    Notices. Any notice, demand, request or other communication which any party hereto may be required or may
desire to give hereunder shall be in writing and shall be deemed to have been properly given (a) if hand delivered, when delivered; (b)
if mailed by United States Certified Mail (postage prepaid, return receipt requested), three (3) Business Days after mailing (c) if by
Federal Express or other reliable overnight courier service, on the next Business Day after delivered to such courier service or (d) if by
telecopier, on the day of transmission so long as copy is sent on the same day by overnight courier as set forth below:

If to Borrower:

AdCare Health Systems, Inc.
1145 Hembree Road
Roswell, Georgia 30076
Attention:    E. Clinton Cain, CPA, MAcc

Vice President of Finance
Telephone:    (404) 781-2896
Facsimile:    (404) 842-1899

With a courtesy copy to:

Holt, Ney, Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention:    Gregory P. Youra, Esq.
Telephone:    (770) 956-9600
Facsimile:    (770) 956-1490

If to Lender:

KeyBank National Association
1200 Abernathy Road, NE
Suite 1550
Atlanta, Georgia 30328
Attention: Paul F. Di Vito, SVP
Telephone: (770) 510-2085
Facsimile: (770) 510-2195

With a courtesy copy to:

Bryan Cave LLP
One Atlantic Center, Fourteenth Floor
1201 West Peachtree Street, NW
Atlanta, Georgia 30309-3488
Attention: Robert C. Lewinson, Esq.
Telephone:    (404) 572-6623
Facsimile:    (404) 420-0623
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Section 14.    No Usury. It is expressly stipulated and agreed to be the intent of Borrower and Lender at all times to comply with
applicable state law or applicable United States federal law (to the extent that it permits Lender to contract for, charge, take, reserve, or
receive a greater amount of interest than under state law) and that this Section shall control every other covenant and agreement in this
Note. If applicable state or federal law should at any time be judicially interpreted so as to render usurious any amount called for under
this Note, or contracted for, charged, taken, reserved, or received with respect to the Indebtedness, or if Lender’s exercise of the option
to accelerate the Maturity Date, or if any prepayment by Borrower results in Borrower having paid any interest in excess of that
permitted by applicable law, then it is Lender’s express intent that all excess amounts theretofore collected by Lender shall be credited
on the principal balance of this Note, and the provisions of this Note shall immediately be deemed reformed and the amounts thereafter
collectible hereunder and thereunder reduced, without the necessity of the execution of any new documents, so as to comply with the
applicable law, but so as to permit the recovery of the fullest amount otherwise called for hereunder or thereunder. All sums paid or
agreed to be paid to Lender for the use or forbearance of the Indebtedness shall, to the extent permitted by applicable law, be
amortized, prorated, allocated, and spread throughout the full stated term of the Indebtedness.

Section 15. Reinstatement. To the extent that any payment or payments made to Lender, or any payment or proceeds of any
property received by Lender, in the reduction of the principal indebtedness or as payment of accrued interest are subsequently
invalidated, declared to be fraudulent or preferential, set aside and/or required to be repaid to a trustee, to a surety, or any other Person
liable for any of the repayment of principal or accrued interest, whether directly or indirectly, as a debtor in possession or to a receiver
or any other Person under title 11 of the United States Code, 11 U.S.C. §§ 101-1532, as amended (the “Bankruptcy Code”), or any
other state or federal law, common law or equitable cause (collectively, the “Invalidated Payments”) whether pursuant to a settlement
or a judgment by a court of competent jurisdiction, then the portion of such principal repayment or accrued interest payment equal to
the Invalidated Payments and the lien or security title, if any, given to secure this Note will be revived and will continue in full force
and effect as if such payment or proceeds had never been received by Lender.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower has duly executed this Note under seal as of the date first above written.
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SCHEDULE 1
TO PROMISSORY NOTE

(Cumberland)

Mortgage Loan
Borrowers: Woodland Hills Property Holdings, LLC, Northridge HC&R Property Holdings, LLC, APH&R Property

Holdings, LLC, Woodland Hills HC Nursing, LLC, Northridge HC&R Nursing, LLC, APH&R Nursing, LLC,
each a Georgia limited liability company

Facility: Cumberland Health and Rehabilitation Center
1516 South Cumberland Street
Little Rock, AR 72202

Property
Subsidiary: APH&R HC Property Holdings, LLC, a Georgia limited liability company

Other Notes: 1. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as Northridge Healthcare and Rehabilitation Center, 2501 John Ashley Drive

North Little Rock, AR 72114, the owner of which is Northridge HC&R Property Holdings, LLC,
a Georgia limited liability company.

2. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as River Valley Health and Rehabilitation Center, 5301 Wheeler Avenue, Fort Smith, AR 72901,
the owner of which is River Valley Property Holdings, LLC, a Georgia limited liability company.

3. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as Sumter Valley Nursing and Rehab Center, 1761 Pinewood Road, Sumter, SC 29154 (the
“Sumter Valley Facility”), the owner of which is Sumter Valley Property Holdings, LLC, a Georgia
limited liability company.
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Exhibit 10.384

PROMISSORY NOTE

(River Valley)

$170,000.00                                 February 25, 2015

FOR VALUE RECEIVED, ADCARE HEALTH SYSTEMS, INC., a Georgia corporation (“Borrower”), hereby promises to pay to the
order of KEYBANK NATIONAL ASSOCIATION , a national banking association (together with any and all of its successors and
assigns and/or any other holder of this Note, “Lender”), without offset, in immediately available funds in lawful money of the United
States of America, at 1200 Abernathy Road, NE, Suite 1550, Atlanta, Georgia 30328 (or such other address as Lender may designate in
written notice to Borrower from time to time), the principal sum of ONE HUNDRED SEVENTY THOUSAND AND NO/100
DOLLARS ($170,000.00) (the “Indebtedness”), as hereinafter provided.

Section 1.    Indebtedness. The Indebtedness represents the portion of certain deferred “exit fees” allocated by Borrower and
Lender to the skilled nursing facility identified as the “Facility” on Schedule 1 attached hereto and incorporated herein by this
reference, which fees are owing by Borrower to Lender in connection with a mortgage loan in the original principal amount of
$16,500,000 (the “Mortgage Loan”), made by Lender to the subsidiaries of Borrower identified on Schedule 1 hereto as the “Mortgage
Loan Borrowers,” pursuant to that certain Secured Loan Agreement dated as of December 28, 2012, as amended prior to the date
hereof (the “Mortgage Loan Agreement”), executed by and among Lender, the Mortgage Loan Borrowers, and the guarantors of the
Mortgage Loan (including Borrower), and guaranteed by Borrower pursuant to that certain Payment Guaranty dated as of December 28,
2012, as amended prior to the date hereof. The Mortgage Loan is being refinanced by a third-party lender on the date hereof. This Note
is being executed and delivered by Borrower to Lender in connection with the other promissory notes, each dated the date hereof,
executed by Borrower, payable to the order of Lender and being more particularly described on Schedule 1 hereto (as the same may be
modified, amended, extended, renewed, restated or replaced from time to time, collectively, the “Other Notes,” and each individually,
an “Other Note”). This Note and the Other Notes are collectively given in place of the obligations of Borrower and the Mortgage
Borrowers to pay any “exit fees” pursuant to the terms of the Loan Documents (as defined in the Mortgage Loan Agreement) with
respect to the Projects (as defined in the Mortgage Loan Agreement), and the Sumter Valley Facility (as defined in Schedule 1 hereto).

Section 2.    Repayment of the Indebtedness.

(a)    The entire principal balance of this Note then unpaid shall be finally due and payable upon the Maturity Date (as hereinafter
defined). The term “Maturity Date,” as used in this Note shall mean the earliest to occur of the following: (i) August 25, 2016, as such
date may be extended as provided in Section 2(b) hereof (the “Scheduled Maturity Date”), (ii) the date on which a Transfer (as
hereinafter defined) shall occur, (iii) the date on which Borrower or any subsidiary of Borrower engages any Person (as hereinafter
defined) other than Lender or an affiliate of Lender to originate or otherwise obtain mortgage loan financing (an “Agency Financing”)
for the Facility that is to be insured or guaranteed by the U.S. Department of Health and Urban Development (“HUD”), and (iv) the date
on which the maturity of this Note is accelerated as provided in Section 7 hereof. The term, “Person,” as used in this Note, means any
natural person, firm, corporation, limited liability company, trust, joint venture, association, company, unlimited liability company,
partnership, Governmental Authority or other entity (whether or not having separate legal personality).
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(b)    In the event Lender or any Lender affiliate shall have submitted a loan package for the Facility to HUD for approval, and
the date on which such loan package is submitted (the “Agency Financing Submission Date”) is less than one hundred twenty (120)
days prior to the original Scheduled Maturity Date, then the original Scheduled Maturity Date shall automatically be deemed to have
been extended, on a one-time basis only, to the one hundred twentieth (120th) day after the Agency Financing Submission Date, without
the necessity of any further action on the part of Borrower or Lender.

(c)    If, prior to the Maturity Date, the Facility shall have been refinanced either (i) by a permanent loan from Lender or an
affiliate of Lender, or (ii) by an Agency Financing originated by Lender or any affiliate of Lender, then and in such an event the entire
remaining principal amount of this Note then outstanding shall be forgiven, this Note shall be cancelled and no further amounts shall be
payable by Borrower hereunder.

Section 3.    Interest. The Indebtedness evidenced by this Note shall not bear interest, except for Default Interest (as hereinafter
defined). If Borrower fails to pay the Indebtedness on the Maturity Date, the delinquent Indebtedness shall bear interest at the rate of
fifteen percent (15%) per annum, calculated on the basis of a three hundred sixty (360)-day year for the actual number of days elapsed,
which interest shall be due and payable on demand.

Section 4.    Prepayment. Borrower may prepay the principal balance of this Note, in full at any time or in part from time to time,
without fee, premium or penalty.

Section 5.    Certain Provisions Regarding Payments. All payments made under this Note shall be applied, to the extent thereof,
to Lender’s Expenses (as hereinafter defined), to Default Interest (if any), and to unpaid principal, in such manner and order as Lender
may elect in its sole discretion, any instructions from Borrower or anyone else to the contrary notwithstanding. Remittances shall be
made without offset, demand, counterclaim, deduction, or recoupment (each of which is hereby waived) and shall be accepted subject
to the condition that any check or draft may be handled for collection in accordance with the practice of the collecting bank or banks.
Acceptance by Lender of any payment in an amount less than the amount then due on any indebtedness shall be deemed an acceptance
on account only, notwithstanding any notation on or accompanying such partial payment to the contrary, and shall not in any way (a)
waive or excuse the existence of an Event of Default (as hereinafter defined), (b) waive, impair or extinguish any right or remedy
available to Lender hereunder, or (c) waive the requirement of punctual payment and performance or constitute a novation in any
respect. Whenever any payment under this Note falls due on a day which is not a Business Day, such payment may be made on the
next succeeding Business Day.

Section 6.    Events of Default. The occurrence of any one or more of the following shall constitute an “Event of Default” under
this Note:

(a)    Borrower fails to pay when and as due and payable any amounts payable by Borrower to Lender under the terms of this
Note or any of the Other Notes;

(b)    Borrower fails to perform, observe or keep any covenant or agreement not referred to in Section 6(a), and such failure is
not cured within ten (10) days after written notice of such failure is given by Lender to Borrower;

(c)    the occurrence of any Transfer without the prior written consent of Lender;

(d)    Borrower shall commence a voluntary case concerning any Borrower under Title 11 of the United States Code entitled
“Bankruptcy” as now or hereafter in effect, or any successor thereto or any other present or future bankruptcy or insolvency statute (the
“Bankruptcy Code”); or an involuntary proceeding is commenced against Borrower under the Bankruptcy Code and relief is
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ordered against Borrower, or the petition is controverted but not dismissed or stayed within sixty (60) days after the commencement of
the ease, or a custodian (as defined in the Bankruptcy Code) is appointed for or takes charge of all or substantially all of the property of
Borrower; or Borrower commences any other proceedings under any reorganization, arrangement, readjustment of debt, relief of
debtors, dissolution, insolvency or liquidation or similar law of any jurisdiction whether now or hereafter in effect relating to Borrower;
or there is commenced against Borrower any such proceeding which remains undismissed or unstayed for a period of sixty (60) days;
or Borrower fails to controvert in a timely manner any such case under the Bankruptcy Code or any such proceeding, or any order of
relief or other order approving any such case or proceeding is entered; or Borrower by any act or failure to act indicates its consent to,
approval of, or acquiescence in any such case or proceeding or the appointment of any custodian or the like of or for it for any
substantial part of its property or suffers any such appointment to continue undischarged or unstayed for a period of sixty (60) days;

(e)    Borrower shall make an assignment for the benefit of creditors, or shall admit in writing its inability to pay its debts
generally as they become due, or shall consent to the appointment of a receiver or trustee or liquidator of all of its property or the major
part thereof or if all or a substantial part of the assets of Borrower are attached, seized, subjected to a writ or distress warrant, or are
levied upon, or come into the possession of any receiver, trustee, custodian or assignee for the benefit of creditors.

For purposes of this Note, the term “Transfer” shall mean (a) the sale, transfer or conveyance of the Facility by the Property Subsidiary,
or (b) the occurrence of an event or series of events by which (i) Borrower ceases to be the direct or indirect owner of the Property
Subsidiary, or (ii) any Person or group of Persons acting in concert as a partnership or other group shall, as a result of a tender or
exchange offer, open market purchases, privately negotiated purchases, merger, consolidation, sale of all or substantially all assets, or
otherwise, have become, after the date hereof, the “beneficial owner” (within the meaning of such term under Rule 13d-3 under the
federal Securities and Exchange Act of 1934, as amended) of equity interests of Borrower representing voting power having the right to
elect at least 49% of the members of Borrower’s board of directors.

Section 7.    Remedies. Upon the occurrence of an Event of Default, Lender may at any time thereafter exercise any one or more
of the following rights, powers and remedies:

(a)    Lender may accelerate the Maturity Date and declare the unpaid principal balance and accrued but unpaid interest
(if any) on this Note, and all other amounts payable hereunder, at once due and payable, and upon such declaration the same shall at
once be due and payable; and.

(b)    Lender may exercise any of its other rights, powers and remedies available at law or in equity.

Notwithstanding the foregoing, upon the occurrence of any Event of Default under Section 6(d) hereof, all amounts evidenced by this
Note shall automatically become due and payable, without any presentment, demand, protest or notice of any kind to Borrower.

Section 8.    Remedies Cumulative. All of the rights and remedies of Lender under this Note are cumulative of each other and of
any and all other rights at law or in equity, and the exercise by Lender of any one or more of such rights and remedies shall not
preclude the simultaneous or later exercise by Lender of any or all such other rights and remedies. No single or partial exercise of any
right or remedy shall exhaust it or preclude any other or further exercise thereof, and every right and remedy may be exercised at any
time and from time to time. No failure by Lender to exercise, nor delay in exercising, any right or remedy shall operate as a waiver of
such right or remedy or as a waiver of any Event of Default.
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Section 9    Costs and Expenses of Enforcement and Preparation. Borrower agrees to pay to Lender on demand all costs and
expenses incurred by Lender in seeking to collect this Note, including court costs and reasonable attorneys’ fees and expenses actually
incurred, whether or not suit is filed hereon, or whether in connection with bankruptcy, insolvency or appeal. Borrower agrees to pay
Lender on demand for all costs incurred (including, but not limited to, Lender’s counsel’s attorney’s fees) in preparing this Note and all
other documents.

Section 10.    Service of Process. Borrower hereby consents to process being served in any suit, action, or proceeding instituted
in connection with this Note by serving of a copy thereof by certified mail, postage prepaid, return receipt requested, to Borrower.
Borrower irrevocably agrees that such service shall be deemed to be service of process upon Borrower in any such suit, action, or
proceeding. Nothing in this Note shall affect the right of Lender to serve process in any manner otherwise permitted by law and nothing
in this Note will limit the right of Lender otherwise to bring proceedings against Borrower in the courts of any jurisdiction or
jurisdictions.

Section 11.    Successors and Assigns. The terms of this Note shall bind and inure to the benefit of the permitted successors and
assigns of the parties; provided, however, that in no event shall Borrower delegate or assign its rights or obligations under this Note to
any other Person (whether by operation of law or otherwise), without Lender’s prior written consent, and any such delegation or
assignment by Borrower (or attempted by Borrower) in violation of the terms of this Note shall be void.

Section 12.    General Provisions. Time is of the essence with respect to Borrower’s obligations under this Note. If more than one
Person executes this Note as Borrower, all of said parties shall be jointly and severally liable for payment of the indebtedness evidenced
hereby. Borrower and each party executing this Note as Borrower hereby severally (a) waive demand, presentment for payment, notice
of dishonor and of nonpayment, protest, notice of protest, notice of intent to accelerate, notice of acceleration and all other notices
(except any notices which are specifically required by this Note), filing of suit and diligence in collecting this Note or enforcing any of
the security herefor; (b) agree to any substitution, subordination, exchange or release of any such security or the release of any party
primarily or secondarily liable hereon; (c) agree that Lender shall not be required first to institute suit or exhaust its remedies hereon
against Borrower or others liable or to become liable hereon or to perfect or enforce its rights against them or any security herefor; (d)
consent to any extensions or postponements of time of payment of this Note for any period or periods of time and to any partial
payments, before or after maturity, and to any other indulgences with respect hereto, without notice thereof to any of them; and (e)
submit (and waive all rights to object) to non-exclusive personal jurisdiction of any state or federal court sitting in the State of Georgia
for the enforcement of any and all obligations under this Note; (f) waive the benefit of all homestead and similar exemptions as to this
Note; (g) agree that their liability under this Note shall not be affected or impaired by any determination that any title, security interest
or lien taken by Lender to secure this Note is invalid or unperfected; and (h) hereby subordinate to the Indebtedness any and all rights
against Borrower and any security for the payment of this Note, whether by subrogation, agreement or otherwise, until this Note is paid
in full. A determination that any provision of this Note is unenforceable or invalid shall not affect the enforceability or validity of any
other provision and the determination that the application of any provision of this Note to any Person or circumstance is illegal or
unenforceable shall not affect the enforceability or validity of such provision as it may apply to other Persons or circumstances. This
Note may not be amended except in a writing specifically intended for such purpose and executed by the party against whom
enforcement of the amendment is sought. Captions and headings in this Note are for convenience only and shall be disregarded in
construing it. This Note and its validity, enforcement and interpretation shall be governed by the laws of the State of Georgia (without
regard to any principles of conflicts of laws) and applicable United States federal law. Whenever a time of day is referred to herein,
unless otherwise specified such time shall be the local time of the place where payment of this Note is to be made. The term “Business
Day” shall mean a day of the year on which banks are not required or authorized to close
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in Atlanta, Georgia. The words “include” and “including” shall be interpreted as if followed by the words “without limitation.”

Section 13.    Notices. Any notice, demand, request or other communication which any party hereto may be required or may
desire to give hereunder shall be in writing and shall be deemed to have been properly given (a) if hand delivered, when delivered; (b)
if mailed by United States Certified Mail (postage prepaid, return receipt requested), three (3) Business Days after mailing (c) if by
Federal Express or other reliable overnight courier service, on the next Business Day after delivered to such courier service or (d) if by
telecopier, on the day of transmission so long as copy is sent on the same day by overnight courier as set forth below:

If to Borrower:

AdCare Health Systems, Inc.
1145 Hembree Road
Roswell, Georgia 30076
Attention:    E. Clinton Cain, CPA, MAcc

Vice President of Finance
Telephone:    (404) 781-2896
Facsimile:    (404) 842-1899

With a courtesy copy to:

Holt, Ney, Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention:    Gregory P. Youra, Esq.
Telephone:    (770) 956-9600
Facsimile:    (770) 956-1490

If to Lender:

KeyBank National Association
1200 Abernathy Road, NE
Suite 1550
Atlanta, Georgia 30328
Attention: Paul F. Di Vito, SVP
Telephone: (770) 510-2085
Facsimile: (770) 510-2195

With a courtesy copy to:

Bryan Cave LLP
One Atlantic Center, Fourteenth Floor
1201 West Peachtree Street, NW
Atlanta, Georgia 30309-3488
Attention: Robert C. Lewinson, Esq.
Telephone:    (404) 572-6623
Facsimile:    (404) 420-0623

5
6406419.1

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Section 14.    No Usury. It is expressly stipulated and agreed to be the intent of Borrower and Lender at all times to comply with
applicable state law or applicable United States federal law (to the extent that it permits Lender to contract for, charge, take, reserve, or
receive a greater amount of interest than under state law) and that this Section shall control every other covenant and agreement in this
Note. If applicable state or federal law should at any time be judicially interpreted so as to render usurious any amount called for under
this Note, or contracted for, charged, taken, reserved, or received with respect to the Indebtedness, or if Lender’s exercise of the option
to accelerate the Maturity Date, or if any prepayment by Borrower results in Borrower having paid any interest in excess of that
permitted by applicable law, then it is Lender’s express intent that all excess amounts theretofore collected by Lender shall be credited
on the principal balance of this Note, and the provisions of this Note shall immediately be deemed reformed and the amounts thereafter
collectible hereunder and thereunder reduced, without the necessity of the execution of any new documents, so as to comply with the
applicable law, but so as to permit the recovery of the fullest amount otherwise called for hereunder or thereunder. All sums paid or
agreed to be paid to Lender for the use or forbearance of the Indebtedness shall, to the extent permitted by applicable law, be
amortized, prorated, allocated, and spread throughout the full stated term of the Indebtedness.

Section 15. Reinstatement. To the extent that any payment or payments made to Lender, or any payment or proceeds of any
property received by Lender, in the reduction of the principal indebtedness or as payment of accrued interest are subsequently
invalidated, declared to be fraudulent or preferential, set aside and/or required to be repaid to a trustee, to a surety, or any other Person
liable for any of the repayment of principal or accrued interest, whether directly or indirectly, as a debtor in possession or to a receiver
or any other Person under title 11 of the United States Code, 11 U.S.C. §§ 101-1532, as amended (the “Bankruptcy Code”), or any
other state or federal law, common law or equitable cause (collectively, the “Invalidated Payments”) whether pursuant to a settlement
or a judgment by a court of competent jurisdiction, then the portion of such principal repayment or accrued interest payment equal to
the Invalidated Payments and the lien or security title, if any, given to secure this Note will be revived and will continue in full force
and effect as if such payment or proceeds had never been received by Lender.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower has duly executed this Note under seal as of the date first above written.
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SCHEDULE 1
TO PROMISSORY NOTE

(River Valley)

Mortgage Loan
Borrowers: Woodland Hills Property Holdings, LLC, Northridge HC&R Property Holdings, LLC, APH&R Property

Holdings, LLC, Woodland Hills HC Nursing, LLC, Northridge HC&R Nursing, LLC, APH&R Nursing, LLC,
each a Georgia limited liability company

Facility: River Valley Health and Rehabilitation Center
5301 Wheeler Avenue
Fort Smith, AR 72901

Property
Subsidiary: River Valley Property Holdings, LLC, a Georgia limited liability company

Other Notes: 1. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as Northridge Healthcare and Rehabilitation Center, 2501 John Ashley Drive

North Little Rock, AR 72114, the owner of which is Northridge HC&R Property Holdings, LLC,
a Georgia limited liability company.

2. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as Cumberland Health and Rehabilitation Center, 1516 South Cumberland Street, Little Rock, AR
72202, the owner of which is APH&R HC Property Holdings, LLC, a Georgia limited liability company.

3. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as Sumter Valley Nursing and Rehab Center, 1761 Pinewood Road, Sumter, SC 29154 (the
“Sumter Valley Facility”), the owner of which is Sumter Valley Property Holdings, LLC, a Georgia
limited liability company.
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Exhibit 10.385

PROMISSORY NOTE

(Sumter Valley)

$170,000.00                                 February 25, 2015

FOR VALUE RECEIVED, ADCARE HEALTH SYSTEMS, INC., a Georgia corporation (“Borrower”), hereby promises to pay to the
order of KEYBANK NATIONAL ASSOCIATION , a national banking association (together with any and all of its successors and
assigns and/or any other holder of this Note, “Lender”), without offset, in immediately available funds in lawful money of the United
States of America, at 1200 Abernathy Road, NE, Suite 1550, Atlanta, Georgia 30328 (or such other address as Lender may designate in
written notice to Borrower from time to time), the principal sum of ONE HUNDRED SEVENTY THOUSAND AND NO/100
DOLLARS ($170,000.00) (the “Indebtedness”), as hereinafter provided.

Section 1.    Indebtedness. The Indebtedness represents the portion of certain deferred “exit fees” allocated by Borrower and
Lender to the skilled nursing facility identified as the “Facility” on Schedule 1 attached hereto and incorporated herein by this
reference, which fees are owing by Borrower to Lender in connection with a mortgage loan in the original principal amount of
$16,500,000 (the “Mortgage Loan”), made by Lender to the subsidiaries of Borrower identified on Schedule 1 hereto as the “Mortgage
Loan Borrowers,” pursuant to that certain Secured Loan Agreement dated as of December 28, 2012, as amended prior to the date
hereof (the “Mortgage Loan Agreement”), executed by and among Lender, the Mortgage Loan Borrowers, and the guarantors of the
Mortgage Loan (including Borrower), and guaranteed by Borrower pursuant to that certain Payment Guaranty dated as of December 28,
2012, as amended prior to the date hereof. The Mortgage Loan is being refinanced by a third-party lender on the date hereof. This Note
is being executed and delivered by Borrower to Lender in connection with the other promissory notes, each dated the date hereof,
executed by Borrower, payable to the order of Lender and being more particularly described on Schedule 1 hereto (as the same may be
modified, amended, extended, renewed, restated or replaced from time to time, collectively, the “Other Notes,” and each individually,
an “Other Note”). This Note and the Other Notes are collectively given in place of the obligations of Borrower and the Mortgage
Borrowers to pay any “exit fees” pursuant to the terms of the Loan Documents (as defined in the Mortgage Loan Agreement) with
respect to the Projects (as defined in the Mortgage Loan Agreement), and the Sumter Valley Facility (as defined in Schedule 1 hereto).

Section 2.    Repayment of the Indebtedness.

(a)    The entire principal balance of this Note then unpaid shall be finally due and payable upon the Maturity Date (as hereinafter
defined). The term “Maturity Date,” as used in this Note shall mean the earliest to occur of the following: (i) August 25, 2016, as such
date may be extended as provided in Section 2(b) hereof (the “Scheduled Maturity Date”), (ii) the date on which a Transfer (as
hereinafter defined) shall occur, (iii) the date on which Borrower or any subsidiary of Borrower engages any Person (as hereinafter
defined) other than Lender or an affiliate of Lender to originate or otherwise obtain mortgage loan financing (an “Agency Financing”)
for the Facility that is to be insured or guaranteed by the U.S. Department of Health and Urban Development (“HUD”), and (iv) the date
on which the maturity of this Note is accelerated as provided in Section 7 hereof. The term, “Person,” as used in this Note, means any
natural person, firm, corporation, limited liability company, trust, joint venture, association, company, unlimited liability company,
partnership, Governmental Authority or other entity (whether or not having separate legal personality).
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(b)    In the event Lender or any Lender affiliate shall have submitted a loan package for the Facility to HUD for approval, and
the date on which such loan package is submitted (the “Agency Financing Submission Date”) is less than one hundred twenty (120)
days prior to the original Scheduled Maturity Date, then the original Scheduled Maturity Date shall automatically be deemed to have
been extended, on a one-time basis only, to the one hundred twentieth (120th) day after the Agency Financing Submission Date, without
the necessity of any further action on the part of Borrower or Lender.

(c)    If, prior to the Maturity Date, the Facility shall have been refinanced either (i) by a permanent loan from Lender or an
affiliate of Lender, or (ii) by an Agency Financing originated by Lender or any affiliate of Lender, then and in such an event the entire
remaining principal amount of this Note then outstanding shall be forgiven, this Note shall be cancelled and no further amounts shall be
payable by Borrower hereunder.

Section 3.    Interest. The Indebtedness evidenced by this Note shall not bear interest, except for Default Interest (as hereinafter
defined). If Borrower fails to pay the Indebtedness on the Maturity Date, the delinquent Indebtedness shall bear interest at the rate of
fifteen percent (15%) per annum, calculated on the basis of a three hundred sixty (360)-day year for the actual number of days elapsed,
which interest shall be due and payable on demand.

Section 4.    Prepayment. Borrower may prepay the principal balance of this Note, in full at any time or in part from time to time,
without fee, premium or penalty.

Section 5.    Certain Provisions Regarding Payments. All payments made under this Note shall be applied, to the extent thereof,
to Lender’s Expenses (as hereinafter defined), to Default Interest (if any), and to unpaid principal, in such manner and order as Lender
may elect in its sole discretion, any instructions from Borrower or anyone else to the contrary notwithstanding. Remittances shall be
made without offset, demand, counterclaim, deduction, or recoupment (each of which is hereby waived) and shall be accepted subject
to the condition that any check or draft may be handled for collection in accordance with the practice of the collecting bank or banks.
Acceptance by Lender of any payment in an amount less than the amount then due on any indebtedness shall be deemed an acceptance
on account only, notwithstanding any notation on or accompanying such partial payment to the contrary, and shall not in any way (a)
waive or excuse the existence of an Event of Default (as hereinafter defined), (b) waive, impair or extinguish any right or remedy
available to Lender hereunder, or (c) waive the requirement of punctual payment and performance or constitute a novation in any
respect. Whenever any payment under this Note falls due on a day which is not a Business Day, such payment may be made on the
next succeeding Business Day.

Section 6.    Events of Default. The occurrence of any one or more of the following shall constitute an “Event of Default” under
this Note:

(a)    Borrower fails to pay when and as due and payable any amounts payable by Borrower to Lender under the terms of this
Note or any of the Other Notes;

(b)    Borrower fails to perform, observe or keep any covenant or agreement not referred to in Section 6(a), and such failure is
not cured within ten (10) days after written notice of such failure is given by Lender to Borrower;

(c)    the occurrence of any Transfer without the prior written consent of Lender;

(d)    Borrower shall commence a voluntary case concerning any Borrower under Title 11 of the United States Code entitled
“Bankruptcy” as now or hereafter in effect, or any successor thereto or any other present or future bankruptcy or insolvency statute (the
“Bankruptcy Code”); or an involuntary proceeding is commenced against Borrower under the Bankruptcy Code and relief is
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ordered against Borrower, or the petition is controverted but not dismissed or stayed within sixty (60) days after the commencement of
the ease, or a custodian (as defined in the Bankruptcy Code) is appointed for or takes charge of all or substantially all of the property of
Borrower; or Borrower commences any other proceedings under any reorganization, arrangement, readjustment of debt, relief of
debtors, dissolution, insolvency or liquidation or similar law of any jurisdiction whether now or hereafter in effect relating to Borrower;
or there is commenced against Borrower any such proceeding which remains undismissed or unstayed for a period of sixty (60) days;
or Borrower fails to controvert in a timely manner any such case under the Bankruptcy Code or any such proceeding, or any order of
relief or other order approving any such case or proceeding is entered; or Borrower by any act or failure to act indicates its consent to,
approval of, or acquiescence in any such case or proceeding or the appointment of any custodian or the like of or for it for any
substantial part of its property or suffers any such appointment to continue undischarged or unstayed for a period of sixty (60) days;

(e)    Borrower shall make an assignment for the benefit of creditors, or shall admit in writing its inability to pay its debts
generally as they become due, or shall consent to the appointment of a receiver or trustee or liquidator of all of its property or the major
part thereof or if all or a substantial part of the assets of Borrower are attached, seized, subjected to a writ or distress warrant, or are
levied upon, or come into the possession of any receiver, trustee, custodian or assignee for the benefit of creditors.

For purposes of this Note, the term “Transfer” shall mean (a) the sale, transfer or conveyance of the Facility by the Property Subsidiary,
or (b) the occurrence of an event or series of events by which (i) Borrower ceases to be the direct or indirect owner of the Property
Subsidiary, or (ii) any Person or group of Persons acting in concert as a partnership or other group shall, as a result of a tender or
exchange offer, open market purchases, privately negotiated purchases, merger, consolidation, sale of all or substantially all assets, or
otherwise, have become, after the date hereof, the “beneficial owner” (within the meaning of such term under Rule 13d-3 under the
federal Securities and Exchange Act of 1934, as amended) of equity interests of Borrower representing voting power having the right to
elect at least 49% of the members of Borrower’s board of directors.

Section 7.    Remedies. Upon the occurrence of an Event of Default, Lender may at any time thereafter exercise any one or more
of the following rights, powers and remedies:

(a)    Lender may accelerate the Maturity Date and declare the unpaid principal balance and accrued but unpaid interest
(if any) on this Note, and all other amounts payable hereunder, at once due and payable, and upon such declaration the same shall at
once be due and payable; and.

(b)    Lender may exercise any of its other rights, powers and remedies available at law or in equity.

Notwithstanding the foregoing, upon the occurrence of any Event of Default under Section 6(d) hereof, all amounts evidenced by this
Note shall automatically become due and payable, without any presentment, demand, protest or notice of any kind to Borrower.

Section 8.    Remedies Cumulative. All of the rights and remedies of Lender under this Note are cumulative of each other and of
any and all other rights at law or in equity, and the exercise by Lender of any one or more of such rights and remedies shall not
preclude the simultaneous or later exercise by Lender of any or all such other rights and remedies. No single or partial exercise of any
right or remedy shall exhaust it or preclude any other or further exercise thereof, and every right and remedy may be exercised at any
time and from time to time. No failure by Lender to exercise, nor delay in exercising, any right or remedy shall operate as a waiver of
such right or remedy or as a waiver of any Event of Default.
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Section 9    Costs and Expenses of Enforcement and Preparation. Borrower agrees to pay to Lender on demand all costs and
expenses incurred by Lender in seeking to collect this Note, including court costs and reasonable attorneys’ fees and expenses actually
incurred, whether or not suit is filed hereon, or whether in connection with bankruptcy, insolvency or appeal. Borrower agrees to pay
Lender on demand for all costs incurred (including, but not limited to, Lender’s counsel’s attorney’s fees) in preparing this Note and all
other documents.

Section 10.    Service of Process. Borrower hereby consents to process being served in any suit, action, or proceeding instituted
in connection with this Note by serving of a copy thereof by certified mail, postage prepaid, return receipt requested, to Borrower.
Borrower irrevocably agrees that such service shall be deemed to be service of process upon Borrower in any such suit, action, or
proceeding. Nothing in this Note shall affect the right of Lender to serve process in any manner otherwise permitted by law and nothing
in this Note will limit the right of Lender otherwise to bring proceedings against Borrower in the courts of any jurisdiction or
jurisdictions.

Section 11.    Successors and Assigns. The terms of this Note shall bind and inure to the benefit of the permitted successors and
assigns of the parties; provided, however, that in no event shall Borrower delegate or assign its rights or obligations under this Note to
any other Person (whether by operation of law or otherwise), without Lender’s prior written consent, and any such delegation or
assignment by Borrower (or attempted by Borrower) in violation of the terms of this Note shall be void.

Section 12.    General Provisions. Time is of the essence with respect to Borrower’s obligations under this Note. If more than one
Person executes this Note as Borrower, all of said parties shall be jointly and severally liable for payment of the indebtedness evidenced
hereby. Borrower and each party executing this Note as Borrower hereby severally (a) waive demand, presentment for payment, notice
of dishonor and of nonpayment, protest, notice of protest, notice of intent to accelerate, notice of acceleration and all other notices
(except any notices which are specifically required by this Note), filing of suit and diligence in collecting this Note or enforcing any of
the security herefor; (b) agree to any substitution, subordination, exchange or release of any such security or the release of any party
primarily or secondarily liable hereon; (c) agree that Lender shall not be required first to institute suit or exhaust its remedies hereon
against Borrower or others liable or to become liable hereon or to perfect or enforce its rights against them or any security herefor; (d)
consent to any extensions or postponements of time of payment of this Note for any period or periods of time and to any partial
payments, before or after maturity, and to any other indulgences with respect hereto, without notice thereof to any of them; and (e)
submit (and waive all rights to object) to non-exclusive personal jurisdiction of any state or federal court sitting in the State of Georgia
for the enforcement of any and all obligations under this Note; (f) waive the benefit of all homestead and similar exemptions as to this
Note; (g) agree that their liability under this Note shall not be affected or impaired by any determination that any title, security interest
or lien taken by Lender to secure this Note is invalid or unperfected; and (h) hereby subordinate to the Indebtedness any and all rights
against Borrower and any security for the payment of this Note, whether by subrogation, agreement or otherwise, until this Note is paid
in full. A determination that any provision of this Note is unenforceable or invalid shall not affect the enforceability or validity of any
other provision and the determination that the application of any provision of this Note to any Person or circumstance is illegal or
unenforceable shall not affect the enforceability or validity of such provision as it may apply to other Persons or circumstances. This
Note may not be amended except in a writing specifically intended for such purpose and executed by the party against whom
enforcement of the amendment is sought. Captions and headings in this Note are for convenience only and shall be disregarded in
construing it. This Note and its validity, enforcement and interpretation shall be governed by the laws of the State of Georgia (without
regard to any principles of conflicts of laws) and applicable United States federal law. Whenever a time of day is referred to herein,
unless otherwise specified such time shall be the local time of the place where payment of this Note is to be made. The term “Business
Day” shall mean a day of the year on which
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banks are not required or authorized to close in Atlanta, Georgia. The words “include” and “including” shall be interpreted as if
followed by the words “without limitation.”

Section 13.    Notices. Any notice, demand, request or other communication which any party hereto may be required or may
desire to give hereunder shall be in writing and shall be deemed to have been properly given (a) if hand delivered, when delivered; (b)
if mailed by United States Certified Mail (postage prepaid, return receipt requested), three (3) Business Days after mailing (c) if by
Federal Express or other reliable overnight courier service, on the next Business Day after delivered to such courier service or (d) if by
telecopier, on the day of transmission so long as copy is sent on the same day by overnight courier as set forth below:

If to Borrower:

AdCare Health Systems, Inc.
1145 Hembree Road
Roswell, Georgia 30076
Attention:    E. Clinton Cain, CPA, MAcc

Vice President of Finance
Telephone:    (404) 781-2896
Facsimile:    (404) 842-1899

With a courtesy copy to:

Holt, Ney, Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention:    Gregory P. Youra, Esq.
Telephone:    (770) 956-9600
Facsimile:    (770) 956-1490

If to Lender:

KeyBank National Association
1200 Abernathy Road, NE
Suite 1550
Atlanta, Georgia 30328
Attention: Paul F. Di Vito, SVP
Telephone: (770) 510-2085
Facsimile: (770) 510-2195

With a courtesy copy to:

Bryan Cave LLP
One Atlantic Center, Fourteenth Floor
1201 West Peachtree Street, NW
Atlanta, Georgia 30309-3488
Attention: Robert C. Lewinson, Esq.
Telephone:    (404) 572-6623
Facsimile:    (404) 420-0623
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Section 14.    No Usury. It is expressly stipulated and agreed to be the intent of Borrower and Lender at all times to comply with
applicable state law or applicable United States federal law (to the extent that it permits Lender to contract for, charge, take, reserve, or
receive a greater amount of interest than under state law) and that this Section shall control every other covenant and agreement in this
Note. If applicable state or federal law should at any time be judicially interpreted so as to render usurious any amount called for under
this Note, or contracted for, charged, taken, reserved, or received with respect to the Indebtedness, or if Lender’s exercise of the option
to accelerate the Maturity Date, or if any prepayment by Borrower results in Borrower having paid any interest in excess of that
permitted by applicable law, then it is Lender’s express intent that all excess amounts theretofore collected by Lender shall be credited
on the principal balance of this Note, and the provisions of this Note shall immediately be deemed reformed and the amounts thereafter
collectible hereunder and thereunder reduced, without the necessity of the execution of any new documents, so as to comply with the
applicable law, but so as to permit the recovery of the fullest amount otherwise called for hereunder or thereunder. All sums paid or
agreed to be paid to Lender for the use or forbearance of the Indebtedness shall, to the extent permitted by applicable law, be
amortized, prorated, allocated, and spread throughout the full stated term of the Indebtedness.

Section 15. Reinstatement. To the extent that any payment or payments made to Lender, or any payment or proceeds of any
property received by Lender, in the reduction of the principal indebtedness or as payment of accrued interest are subsequently
invalidated, declared to be fraudulent or preferential, set aside and/or required to be repaid to a trustee, to a surety, or any other Person
liable for any of the repayment of principal or accrued interest, whether directly or indirectly, as a debtor in possession or to a receiver
or any other Person under title 11 of the United States Code, 11 U.S.C. §§ 101-1532, as amended (the “Bankruptcy Code”), or any
other state or federal law, common law or equitable cause (collectively, the “Invalidated Payments”) whether pursuant to a settlement
or a judgment by a court of competent jurisdiction, then the portion of such principal repayment or accrued interest payment equal to
the Invalidated Payments and the lien or security title, if any, given to secure this Note will be revived and will continue in full force
and effect as if such payment or proceeds had never been received by Lender.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower has duly executed this Note under seal as of the date first above written.
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SCHEDULE 1
TO PROMISSORY NOTE

(Sumter Valley)

Mortgage Loan
Borrowers: Woodland Hills Property Holdings, LLC, Northridge HC&R Property Holdings, LLC, APH&R Property

Holdings, LLC, Woodland Hills HC Nursing, LLC, Northridge HC&R Nursing, LLC, APH&R Nursing, LLC,
each a Georgia limited liability company

Facility: Sumter Valley Nursing and Rehab Center
1761 Pinewood Road
Sumter, SC 29154

Property
Subsidiary: Sumter Valley Property Holdings, LLC, a Georgia limited liability company

Other Notes: 1. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as Northridge Healthcare and Rehabilitation Center, 2501 John Ashley Drive

North Little Rock, AR 72114, the owner of which is Northridge HC&R Property Holdings, LLC,
a Georgia limited liability company.

2. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as Cumberland Health and Rehabilitation Center, 1516 South Cumberland Street, Little Rock, AR
72202, the owner of which is APH&R HC Property Holdings, LLC, a Georgia limited liability company.

3. Promissory Note in the original principal amount of $170,000.00, relating to the skilled nursing facility
known as River Valley Health and Rehabilitation Center, 5301 Wheeler Avenue, Fort Smith, AR 72901,
the owner of which is River Valley Property Holdings, LLC, a Georgia limited liability company.
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Exhibit 10.386

18968972.5                                        (A.1)
02-24-15

___________________________________________________________________________
___________________________________________________________________________

LOAN AGREEMENT

Dated as of February 25, 2015

by and among

APH&R PROPERTY HOLDINGS, LLC,
a Georgia limited liability company,

NORTHRIDGE HC&R PROPERTY HOLDINGS, LLC,
a Georgia limited liability company,

and

WOODLAND HILLS HC PROPERTY HOLDINGS, LLC,
a Georgia limited liability company,

as Borrowers

and

THE PRIVATEBANK AND TRUST COMPANY,
an Illinois banking corporation,

as Lender

___________________________________________________________________________
___________________________________________________________________________

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



TABLE OF CONTENTS

Article                                                  Page

ARTICLE 1 INCORPORATION AND DEFINITIONS                        1
1.1.    Incorporation and Definitions.                                1

ARTICLE 2 REPRESENTATIONS AND WARRANTIES                        9
2.1.    Representations and Warranties                                9
2.2.    Continuation of Representations and Warranties                        15

ARTICLE 3 THE LOAN                                        15
3.1.    Agreement to Borrow and Lend; Consent to Subleases                    15
3.2.    Interest                                                16
3.3.    Principal Payments; Maturity Date; Prepayment                        16
3.4.     Collateral Account                                        16
3.5.    Release of a Project                                        18
3.6.    Uniform Commercial Code Matters                                18

ARTICLE 4 LOAN DOCUMENTS                                    19
4.1.    Loan Documents                                        19
4.2.    Interest Rate Protection                                    20

ARTICLE 5 CONDITIONS TO LOAN DISBURSEMENTS                    21
5.1.    Conditions to Loan Opening                                    21
5.2.    Additional Conditions to Loan Opening                            23
5.3.    Termination of Agreement                                    24

ARTICLE 6 PAYMENT OF LOAN EXPENSES                            24
6.1.    Payment of Loan Expenses at Loan Opening                            24

ARTICLE 7 FURTHER AGREEMENTS OF BORROWER                    24
7.1.    Mechanics’ Liens, Taxes and Contest Thereof                        24
7.2.    Fixtures and Personal Property                                25
7.3.    Insurance Policies                                        25
7.4.    Furnishing Information                                    26
7.5.    Excess Indebtedness                                        27
7.6.    Certain Title Related Matters                                    27
7.7.    Compliance with Laws; Environmental Matters                        28
7.8.    ERISA Liabilities; Employee Plans                                28
7.9.    Licensure; Notices of Agency Actions                            28
7.10.    Project and Facility Accounts and Revenues                            29
7.11.    Single-Asset Entity; Indebtedness; Distributions                        29
7.12.    Restrictions on Transfer                                    30
7.13.    Leasing, Operation and Management of Projects                        31
7.14.    Minimum Debt Service Coverage of Operators                        32

- i -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



7.15.    Minimum Combined Rental of Borrowers                            32
7.16.    Minimum Fixed Charge Coverage Ratio of Operators                    32
7.17.    Minimum EBITDAR/Management Fee Adjusted for Operators                32
7.18.    Minimum Fixed Charge Coverage Ratio of Borrowers                    32
7.19.    AdCare Debt Service Coverage Ratio                            33
7.20.    AdCare Leverage Ratio                                    33
7.21.    Concerning Operators                                        34
7.22.    Security Interest Matters                                    34
7.23.    Further Assurance                                        34

ARTICLE 8 CASUALTIES AND CONDEMNATION                        34
8.1.    Application of Insurance Proceeds and Condemnation Awards                34

ARTICLE 9 ASSIGNMENTS, SALE AND ENCUMBRANCES                    35
9.1.    Lender’s Right to Assign                                    35
9.2.    Prohibition of Assignments and Encumbrances by Borrowers                35

ARTICLE 10 EVENTS OF DEFAULT BY BORROWER                        35
10.1.    Event of Default Defined                                    35

ARTICLE 11 LENDER’S REMEDIES UPON EVENT OF DEFAULT                38
11.1.    Remedies Conferred upon Lender                                38
11.2.    Right of Lender to Make Advances to Cure Event of Defaults; Obligatory Advances    39
11.3.    Attorneys’ Fees                                        39
11.4.    No Waiver                                            39
11.5.    Default Rate                                            39

ARTICLE 12 MISCELLANEOUS                                    40
12.1.    Time is of the Essence                                    40
12.2.    Joint and Several Obligations; Full Collateralization                        40
12.3.    Lender’s Determination of Facts; Lender Approvals and Consents                41
12.4.    Prior Agreements; No Reliance; Modifications                        41
12.5.    Disclaimer by Lender                                        42
12.6.    Loan Expenses; Indemnification                                42
12.7.    Captions                                            42
12.8.    Inconsistent Terms and Partial Invalidity                            42
12.9.    Gender and Number                                        43
12.10.    Notices                                            43
12.11.    Effect of Agreement                                        44
12.12.    Construction                                            44
12.13.    Governing Law                                        44
12.14.    Litigation Provisions                                        44
12.15.    Counterparts; Facsimile Signatures                                45
12.16.    Customer Identification-USA Patriot Act Notice; OFAC and Bank Secrecy Act        45

- ii -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



EXHIBITS   
EXHIBIT A 0 THE LAND
EXHIBIT B 0 PERMITTED EXCEPTIONS
EXHIBIT C 0 DIRECT AND INDIRECT OWNERSHIP OF BORROWERS AND ADK OPERATORS
EXHIBIT D 0 INSURANCE REQUIREMENTS

- iii -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



LOAN AGREEMENT

THIS LOAN AGREEMENT dated as of February 25, 2015 (this “Agreement”), is executed by and between by
and among APH&R PROPERTY HOLDINGS, LLC, a Georgia limited liability company (“Borrower 1”),
NORTHRIDGE HC&R PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Borrower 2”) and
WOODLAND HILLS HC PROPERTY HOLDINGS, LLC , a Georgia limited liability company (“Borrower 3”)
(collectively, “Borrowers”), and THE PRIVATEBANK AND TRUST COMPANY , an Illinois banking corporation
(“Lender”).

RECITALS

A.    Each Borrower is the owner of one of the properties described in Exhibit A attached hereto and the building
located thereon, as indicated therein, each of which is designed to be used as a skilled nursing facility (each a
“Project”).

B.    Borrowers have applied to Lender for the Loan (as hereinafter defined) to provide mortgage financing for
the Projects, and Lender is willing to make the Loan upon the terms and conditions hereinafter set forth.

AGREEMENTS

In consideration of the mutual representations, warranties, covenants and agreements herein contained and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereby agree
as follows:

ARTICLE 1

INCORPORATION AND DEFINITIONS

1.1    Incorporation and Definitions. The foregoing recitals and all exhibits hereto are hereby made a part of this
Agreement. The following terms shall have the following meanings in this Agreement:

AdCare: AdCare Health Systems, Inc., a Georgia corporation.

ADK Operator 1: APH&R Nursing, LLC, a Georgia limited liability company.

ADK Operator 2: Northridge HC&R Nursing, LLC, a Georgia limited liability company.

ADK Operator 3: Woodland Hills HC Nursing, LLC, a Georgia limited liability company.
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ADK Operators: ADK Operator 1, ADK Operator 2 and ADK Operator 3.

Affiliate: As to a person or entity, any other person or entity which, directly or indirectly, Controls, is Controlled
by or is under common Control with such first person or entity.

Agreement: This Loan Agreement by and among Borrowers and Lender.

Aria Operator 1: Highlands of Little Rock South Cumberland, LLC, a Delaware limited liability company.

Aria Operator 2: Highlands of North Little Rock John Ashley, LLC, a Delaware limited liability company.

Aria Operator 3: Highlands of Little Rock Riley, LLC, a Delaware limited liability company.

Aria Operators: Aria Operator 1, Aria Operator 2 and Aria Operator 3.

Assignments of Rents: As defined in Section 4.1 hereof.

Bank Product Agreements : Those certain cash management service agreements entered into from time to time
between any Borrower and Lender or its Affiliates in connection with any of the Bank Products.

Bank Product Obligations: All obligations, liabilities, contingent reimbursement obligations, fees, and expenses
owing by any Borrower to Lender or its Affiliates pursuant to or evidenced by the Bank Product Agreements and
irrespective of whether for the payment of money, whether direct or indirect, absolute or contingent, due or to become
due, now existing or hereafter arising, and including all such amounts that any Borrower is obligated to reimburse to
Lender as a result of Lender purchasing participations or executing indemnities or reimbursement obligations with
respect to the Bank Products provided to any Borrower pursuant to the Bank Product Agreements.

Bank Products: Any service or facility extended to any Borrower by Lender or its Affiliates, including, without
limitation, (i) deposit accounts, (ii) cash management services, including, without limitation, controlled disbursement,
lockbox, electronic funds transfers (including, without limitation, book transfers, fedwire transfers, ACH transfers),
online reporting and other services relating to accounts maintained with Lender or its Affiliates, (iii) debit cards, and
(iv) Hedging Agreements.

Benton ADK Operator or Benton ADK Operators : One or more of Benton Nursing, LLC, Park Heritage
Nursing, LLC, and Valley River Nursing, LLC, each a Georgia limited liability company.

Benton Aria Operator or Benton Aria Operators: One or more of Highlands of Bentonville, LLC, Highlands of
Rogers Dixieland, LLC, and Highlands of Fort Smith, LLC, each a Delaware limited liability company.
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Benton Operators: Prior to the Benton Transition, the Benton ADK Operators, and after the Benton Transition,
the Benton Aria Operators.

Benton Owner or Benton Owners: One or more of Benton Property Holdings, LLC, Park Heritage Property
Holdings, LLC, and Valley River Property Holdings, LLC, each a Georgia limited liability company.

Benton Owner Loan Agreement: The Loan Agreement dated as of September 1, 2011, by and among the Benton
Owners and Lender, as heretofore and hereafter modified, amended, restated, increased, renewed and extended.

Benton Owner Loan Documents: The Benton Owner Loan Agreement and the other Loan Documents, as defined
in said Loan Agreement, and all other documents at any time evidencing or securing any indebtedness outstanding
under any of the foregoing, and all as heretofore and hereafter modified, amended, restated, increased, renewed and
extended.

Benton Transition: Each of the Subleases (as defined in the Benton Owner Loan Agreement) has become
effective and each of the Benton Aria Operators has taken possession of and is operating the Facility (as defined in the
Benton Owner Loan Agreement) subleased to it under the Sublease (as defined in the Benton Owner Loan Agreement)
to which it is a party.

Borrower 1: As defined in the Preamble hereto.

Borrower 2: As defined in the Preamble hereto.

Borrower 3: As defined in the Preamble hereto.

Borrowers: As defined in the Preamble hereto.

Capital Lease: With respect to any party, a lease of any interest in any kind of property or asset, whether real,
personal or mixed, or tangible or intangible, by such party, as lessee, that is or should be recorded as a “capital lease”
on the financial statements of such party prepared in accordance with GAAP.

Capitalized Lease Obligations: With respect to any party, all rental obligations of such party as lessee under a
Capital Lease which are or will be required to be capitalized on the books of such party.

Code: The Uniform Commercial Code of the State of Illinois as from time to time in effect; provided, however,
that in the event that, by reason of mandatory provisions of law, any or all of the attachment, perfection or priority of, or
remedies with respect to, the security interest in any collateral is governed by the Uniform Commercial Code as in
effect in a jurisdiction other than the State of Illinois, the term “Code” shall mean the Uniform Commercial Code as in
effect in such other jurisdiction for purposes of the provisions of this Agreement or the other Loan Documents relating
to such attachment, perfection, priority or remedies and for purposes of definitions related to such provisions.

Collateral Account: The account so designated that is provided for in Section 3.4 of this Agreement.

- 3 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Control: Possession by a person or an entity, directly or indirectly, of the power to direct or cause the direction
of the management and policies of an entity, whether by contract, ownership of voting securities, membership or
partnership interests or otherwise.

Debt Service: With respect to any party, for any period, the sum of (i) Interest Charges, plus (ii) all principal
payable to a lender in connection with borrowed money or the deferred purchase price of assets that are treated as
interest in accordance with GAAP, plus (iii) the portion of Capitalized Lease Obligations with respect to that period that
should be treated as principal in accordance with GAAP.

Declarations: Any documents containing covenants, conditions, restrictions, easements, operating agreements
or the like, which benefit or burden the Land, or both, whether or not recorded.

Default: When used in reference to this Agreement or any other document, or in reference to any provision of or
obligation under this Agreement or any other document, the occurrence of an event or the existence of a condition
which, with the passage of time or the giving of notice, or both, would constitute an Event of Default under this
Agreement or such other document, as the case may be.

Default Rate: As defined in the Note.

Depreciation: With respect to any party, for any period, the total amounts added to depreciation, amortization,
obsolescence, valuation and other proper reserves, as reflected on such party’s financial statements for such period and
determined in accordance with GAAP.

Distribution: In the case of any entity with respect to which the term is used, any of the following: (i) any
dividend or distribution of money or property to any owner of a direct or indirect interest in such entity (each a
“Principal”) or to any Affiliate of any Principal, (ii) any loan or advance to any Principal or to any Affiliate of any
Principal, (iii) any payment of principal or interest on any indebtedness due to any Principal or to any Affiliate of any
Principal, and (iv) any payment of any fees or other compensation to any Principal or to any Affiliate of any Principal.

EBITDA: With respect to any party, for any period, the sum for such period of the following of or payable by
such party, as the case may be: (i) Net Income, plus (ii) Interest Charges, plus (iii) federal and state income taxes, plus
(iv) Depreciation.

EBITDAR: With respect to any party, for any period, the sum for such period of the following of or payable by
such party, as the case may be: (i) Net Income, plus (ii) Interest Charges, plus (iii) federal and state income taxes, plus
(iv) Depreciation, plus (v) Rental Expense.

EBITDAR/Cap Ex Adjusted: With respect to any Operator, for any period, an amount equal to EBITDAR for
such Operator for such period, except that notwithstanding the definition of the term Net Income in this Section 1.1, the
Net Income for such Operator used in calculating EBITDAR/Cap Ex Adjusted for such Operator for any period, shall be
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computed by taking into account an imputed annual capital expenditures reserve allowance of $450 per licensed bed in
such Operator’s Facility.

EBITDAR/Fully Adjusted: With respect to any Operator, for any period, an amount equal to EBITDAR for such
Operator for such period, except that notwithstanding the definition of the term Net Income in this Section 1.1, the Net
Income for such Operator used in calculating EBITDAR/Fully Adjusted for such Operator for any period, shall be
computed by taking into account (i) management fees equal to the greater of such Operator’s actual management fees
for such period or imputed management fees equal to 5% of such Operator’s gross income for such period as
determined in accordance with GAAP, and (ii) an imputed annual capital expenditures reserve allowance of $450 per
licensed bed in such Operator’s Facility.

EBITDAR/Management Fee Adjusted: With respect to any Operator or any Benton Operator, for any period, an
amount equal to EBITDAR for such Operator or Benton Operator for such period, except that notwithstanding the
definition of the term Net Income in this Section 1.1, the Net Income for such Operator or Benton Operator used in
calculating EBITDAR/Management Fee Adjusted for such Operator or Benton Operator for any period, shall be
computed by taking into account management fees equal to the greater of such Operator’s or Benton Operator’s actual
management fees for such period or imputed management fees equal to 5% of such Operator’s or Benton Operator’s
gross income for such period as determined in accordance with GAAP.

Employee Plan: Any pension, stock bonus, employee stock ownership plan, retirement, profit sharing, deferred
compensation, stock option, bonus or other incentive plan, whether qualified or nonqualified, or any disability, medical,
dental or other health plan, life insurance or other death benefit plan, vacation benefit plan, severance plan or other
employee benefit plan or arrangement, including, without limitation, those pension, profit-sharing and retirement plans
of any Borrower or Operator described from time to time in its financial statements, and any pension plan, welfare plan,
Defined Benefit Pension Plans (as defined in ERISA) or multi-employer plan, maintained or administered by any
Borrower or Operator or to which any Borrower or Operator is a party, or under which any Borrower or Operator may
have any liability, or by which any Borrower or Operator may be bound.

Environmental Indemnity: As defined in Section 4.1 hereof.

Environmental Laws: As defined in the Environmental Indemnity.

ERISA: The Employee Retirement Income Security Act of 1974, as amended.

Event of Default: The following: (i) when used in reference to this Agreement, one or more of the events or
occurrences referred to in Section 10.1 of this Agreement; and (ii) when used in reference to any other document, a
default or event of default under such document that has continued after the giving of any applicable notice and the
expiration of any applicable grace or cure periods.

Facility or Facilities: One or more of the skilled nursing facilities which are operated by Operators in the
Projects, described as follows:
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Operator Facility Name Location Beds

Operator 1
Cumberland Health and Rehabilitation
Center

1516 South Cumberland Street,
Little Rock, Pulaski County,
Arkansas 72202 120

Operator 2
Northridge Healthcare and
Rehabilitation

2501 John Ashley Drive, North
Little Rock, Pulaski County,
Arkansas 72114 140

Operator 3
Woodland Hills Healthcare and
Rehabilitation

8701 Riley Drive, Little Rock,
Pulaski County, Arkansas 72205 140

GAAP: Generally accepted accounting principles set forth from time to time in the opinions and pronouncements
of the Accounting Principles Board and the American Institute of Certified Public Accountants and statements and
pronouncements of the Financial Accounting Standards Board (or agencies with similar functions of comparable stature
and authority within the U.S. accounting profession), which are applicable to the circumstances as of the date of
determination, provided, however, that interim financial statements or reports shall be deemed in compliance with
GAAP despite the absence of footnotes and fiscal year-end adjustments as required by GAAP.

Gross Revenues: In the case of each Project, income and receipts from all sources, including, without limitation,
with respect to such Project, and in the case of such Project, including, without limitation, all base rent, additional rent,
security deposits and other amounts paid by tenants of the Project.

Guarantor: AdCare.

Guaranty: As defined in Section 4.1 hereof.

Hazardous Substance: As defined in the Environmental Indemnity.

Hedging Agreements: The following: (i) any ISDA Master Agreement between any Borrower and Lender or any
other provider, (ii) any Schedule to Master Agreement between any Borrower and Lender or any other provider, and
(iii) all other agreements entered into from time to time by any Borrower and Lender or any other provider relating to
Hedging Transactions.

Hedging Transaction: Any transaction (including an agreement with respect thereto) now existing or hereafter
entered into between any Borrower and Lender or any other provider which is a rate swap, basis swap, forward rate
transaction, commodity swap, commodity option, equity or equity index swap, equity or equity index option, bond
option, interest rate option, foreign exchange transaction, cap transaction, floor transaction, collar transaction, forward
transaction, currency swap transaction, cross-currency rate swap transaction, currency option or any other similar
transaction (including any option with respect to any of these transactions) or any combination thereof, whether linked
to one or more interest rates, foreign currencies, commodity prices, equity prices or other financial measures.

Interest Charges: With respect to any party, for any period, the sum of: (i) all interest, charges and related
expenses payable with respect to that period to a lender in connection with borrowed money or the deferred purchase
price of assets that are treated as interest in
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accordance with GAAP, plus (ii) the portion of Capitalized Lease Obligations with respect to that period that should be
treated as interest in accordance with GAAP, plus (iii) all charges paid or payable (without duplication) during that
period with respect to any hedging agreements.

Land: The parcels of real estate legally described in Exhibit A to this Agreement, each owned by a Borrower as
specified therein, together with all improvements presently located thereon and all easements and other rights
appurtenant thereto.

Leases: The Facility Leases of the Projects by Borrower 1, Borrower 2 and Borrower 3 to ADK Operator 1, ADK
Operator 2 and ADK Operator 3, respectively, dated as of June 1, 2012, in the case of the Facility Lease to Operator 1,
and dated as of April 1, 2012, in the case of the Facility Leases to Operator 2 and Operator 3.

Legal Requirements: As to any person or party, the organizational and governing documents of such person or
party, and any law, treaty, rule or regulation or determination of an arbitrator or a court or other governmental
authority, in each case applicable to or binding upon such person or party or any of its property or to which such person
or party or any of its property is subject.

Lender: The PrivateBank and Trust Company, an Illinois banking corporation.

Loan: The loan to be made pursuant to this Agreement.

Loan Amount: $12,000,000.

Loan Documents: This Agreement, the documents specified in Article 4 hereof and any other instruments
evidencing, securing or guarantying obligations of any party under the Loan, and any Bank Product Agreements to
which Lender or any of its Affiliates is a party, including, without limitation, any Hedging Agreements to which Lender
is a party.

Loan Expenses: All interest, charges, costs and expenses incurred by Lender in connection with the Loan,
including, but not limited to, (i) interest due on the Loan and any points, loan fees, service charges, commitment fees or
other fees due to Lender in connection with the Loan; (ii) all title examination, survey, escrow, filing, search, recording
and registration fees and charges; (iii) all fees and disbursements of architects, engineers and consultants engaged by
Borrowers and Lender; (iv) all documentary stamp and other taxes and charges imposed by law on the issuance or
recording of any of the Loan Documents; (v) all appraisal fees; (vi) all title, casualty, liability, payment, performance or
other insurance or bond premiums; (vii) the cost of a real estate tax monitoring service; (viii) all reasonable fees and
disbursements of legal counsel engaged by Lender in connection with the Loan, including, without limitation, counsel
engaged in connection with the origination, negotiation, document preparation, consummation, enforcement or
administration of this Agreement or any of the Loan Documents; and (ix) any amounts required to be paid by Borrowers
under this Agreement, the Mortgages or any Loan Document after the occurrence of an Event of Default under this
Agreement or any of the other Loan Documents.

Loan Opening: The first disbursement of Loan Proceeds.
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Loan Proceeds: All amounts advanced as part of the Loan, whether advanced directly to Borrowers or otherwise.

Maturity Date: September 1, 2016.

Mortgages: As defined in Section 4.1 hereof.

Net Income: With respect to any party, for any period, the net income (or loss) of such party for such period as
determined in accordance with GAAP, excluding any gains from dispositions of assets, any extraordinary gains and any
gains from discontinued operations.

Note: As defined in Section 4.1 hereof.

Operations Transfer Agreements: The following --

(i)    Operations Transfer Agreement dated as of January 16, 2015, by and among ADK Operator 1, Aria
Operator 1 and Borrower 1;

(ii)    Operations Transfer Agreement dated as of January 16, 2015, by and among ADK Operator 2, Aria
Operator 2 and Borrower 2; and

(iii)    Operations Transfer Agreement dated as of January 16, 2015, by and among ADK Operator 3, Aria
Operator 3 and Borrower 3.

Operator 1: Prior to the Transition, ADK Operator 1, and after the Transition, Aria Operator 1.

Operator 2: Prior to the Transition, ADK Operator 2, and after the Transition, Aria Operator 2.

Operator 3: Prior to the Transition, ADK Operator 3, and after the Transition, Aria Operator 3.

Operators: Prior to the Transition, the ADK Operators, and after the Transition, the Aria Operators.

Permitted Exceptions: In the case of each Project, the title exceptions specified in Exhibit B hereto with respect
to such Project, together with such additional exceptions as may be permitted by the express terms of this Agreement or
any of the other Loan Documents.

Permitted Substance: As defined in the Environmental Indemnity.

Prohibited Transfer: As defined in Section 7.12 hereof.

Project: A portion of the Land identified on Exhibit A attached to this Agreement as Project 1 being owned by
Borrower 1, as Project 2 being owned by Borrower 2, or as Project 3 being owned by Borrower 3, and the building and
other improvements located on such portion of the Land.
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Rental Expense: With respect to any party, for any period, the rental expense for real estate leased by such party
as lessee for such period as determined in accordance with GAAP.

Rental Income: With respect to any party, for any period, the rental income for real estate leased by such party
as lessor for such period, minus the operating expenses of such real estate for such period, all as determined in
accordance with GAAP.

Required Loan Opening Date: February 25, 2015.

Signing Entity: Each entity (other than a Borrower itself) that appears in the signature block of any Borrower in
this Agreement, if any.

State: The State of Arkansas.

Subleases: The Sublease Agreements by ADK Operator 1, ADK Operator 2 and ADK Operator 3 to Aria Operator
1, Aria Operator 2 and Aria Operator 3, respectively, each dated as of January 16, 2015.

Title Insurance Company: First American Title Insurance Company.

Title Insurance Policy: As defined in Section 5.1 hereof.

Transition: Each of the Subleases has become effective and each of the Aria Operators has taken possession of
and is operating the Facility subleased to it under the Sublease to which it is a party.

ARTICLE 2
REPRESENTATIONS AND WARRANTIES

2 . 1    Representations and Warranties . To induce Lender to execute and perform this Agreement, Borrowers
hereby jointly and severally represent, covenant and warrant to Lender as follows:

(a)    At the Loan Opening and at all times thereafter until the Loan is paid in full each Borrower will have
good and merchantable fee simple title to its Land, subject only to the Permitted Exceptions. Each Borrower has
legal power and authority to encumber and convey its Project. The Declarations are in full force and effect and
have not been modified or amended. No Default or Event of Default under the Declarations on the part of any
Borrower has occurred and is continuing.

(b)    Each Borrower is a limited liability company duly organized, validly existing and in good standing
under the laws of the State of Georgia and duly registered to transact business and in good standing in the State
of Arkansas. Each Borrower has full power and authority to conduct its business as presently conducted, to own
and operate its Project, to enter into this Agreement and to perform all of its duties and obligations under this
Agreement and under the Loan Documents, all of which has been duly authorized by all necessary Legal
Requirements applicable to such
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Borrower. Each Signing Entity is duly organized, validly existing and in good standing under the laws of the
State in which it is organized, has full power and authority to conduct its business as presently conducted and to
execute this Agreement and the other Loan Documents to which the applicable Borrower is a party in the
capacity shown in the signature block of such Borrower contained in this Agreement, and such execution has
been duly authorized by all necessary Legal Requirements applicable to such Signing Entity. Neither any
Borrower nor Guarantor has been convicted of a felony and there are no proceedings or investigations being
conducted involving criminal activities of either any Borrower or Guarantor. The direct and indirect ownership
of Borrowers is as shown in Exhibit C attached to this Agreement.

(c)    Each Operator is a limited liability company duly organized, validly existing and in good standing
under the laws of the State of Georgia and duly registered to transact business and in good standing in the State
of Arkansas. Each Operator has full power and authority to conduct its business as presently conducted, to lease
the applicable Project from the applicable Borrower and operate its Facility, and to enter into and to perform the
Loan Documents to which it is a party and to perform all of its duties and obligations thereunder, all of which has
been duly authorized by all necessary Legal Requirements applicable to such Operator.

(d)    AdCare is a corporation duly organized, validly existing and in good standing under the laws of the
State of Georgia. AdCare has full power and authority to conduct its business as presently conducted and to enter
into and to perform the Guaranty and the other Loan Documents to which it is a party and to perform all of its
duties and obligations thereunder, all of which has been duly authorized by all necessary Legal Requirements
applicable to AdCare.

(e)    Each Borrower and Guarantor is able to pay its debts as such debts become due, and each has capital
sufficient to carry on its respective present businesses and transactions and all businesses and transactions in
which it is about to engage. Neither any Borrower nor Guarantor (i) is bankrupt or insolvent, (ii) has made an
assignment for the benefit of its respective creditors, (iii) has had a trustee or receiver appointed, (iv) has had
any bankruptcy, reorganization or insolvency proceedings instituted by or against its, or (v) shall be rendered
insolvent by its execution, delivery or performance of the Loan Documents or by the transactions contemplated
thereunder. There is no Uniform Commercial Code financing statement on file that names any Borrower or
Guarantor as debtor and covers any of the collateral for the Loan, and there is no judgment or tax lien
outstanding against any Borrower or Guarantor.

(f)    This Agreement, the Note, the Mortgages, the other Loan Documents and any other documents and
instruments required to be executed and delivered by Borrowers and Guarantor in connection with the Loan,
when executed and delivered, will constitute the duly authorized, valid and legally binding obligations of the
party required to execute the same and will be enforceable strictly in accordance with their respective terms
(except to the extent that enforceability may be affected or limited by applicable bankruptcy, insolvency and
other similar debtor relief laws affecting the enforcement of creditors’ rights generally); and no basis exists for
any claim
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against Lender under this Agreement, under the Loan Documents or with respect to the Loan; and enforcement of
this Agreement and the Loan Documents is subject to no defenses of any kind.

(g)    The execution, delivery and performance of this Agreement, the Note, the Mortgages, the other Loan
Documents and any other documents or instruments to be executed and delivered by Borrowers or Guarantor
pursuant to this Agreement or in connection with the Loan and the use and occupancy of the Projects will not:
(i) violate any Legal Requirements applicable to Borrower or any Signing Entity, or (ii) conflict with, be
inconsistent with, or result in any breach or default of any of the terms, covenants, conditions or provisions of
any indenture, mortgage, deed of trust, instrument, document, agreement or contract of any kind to which any
Borrower, Guarantor or any Signing Entity is a party or by which any of them may be bound. Neither any
Borrower, Guarantor nor any Signing Entity is in default (without regard to grace or cure periods) under any
contract or agreement to which it is a party, the effect of which default will adversely affect the performance by
any Borrower or Guarantor of its obligations pursuant to and as contemplated by the terms and provisions of this
Agreement or the other Loan Documents

(h)    No condition, circumstance, event, agreement, document, instrument, restriction, litigation or
proceeding, or threatened litigation or proceeding or basis therefor, exists which could (i) adversely affect the
validity or priority of the liens and security interests granted Lender under the Loan Documents; (ii) materially
adversely affect the ability of any Borrower or Guarantor to perform their obligations under the Loan
Documents; or (iii) constitute a Default or Event of Default under this Agreement or any of the other Loan
Documents.

(i)    It is a condition of this Agreement and the Loan that the Projects and the use and occupancy of the
Projects do not violate or conflict with any applicable law, statute, ordinance, rule, regulation or order of any
kind, including, without limitation, Environmental Laws, zoning, building, land use, noise abatement,
occupational health and safety or other laws, any building permit or any Declarations, and if a third‑party is
required under any Declarations or other documents, to consent to use or operation of the Projects, Borrowers
have obtained such approval from such party, and to the best of Borrowers’ knowledge, such condition is
satisfied. In addition, and without limiting the foregoing, each Borrower shall (i) ensure that no person or entity
owns a controlling interest in or otherwise controls such Borrower is or shall be listed on the Specially
Designated Nationals and Blocked Person List or other similar lists maintained by the Office of Foreign Assets
Control (“OFAC”), the Department of the Treasury or included in any Executive Orders, (ii) not use or permit
the use of any Loan Proceeds to violate any of the foreign asset control regulations of OFAC or any enabling
statute or Executive Order relating thereto, and (iii) comply with all applicable Bank Secrecy Act laws and
regulations, as amended.

(j)    Each of the following is a condition of this Agreement and the Loan: Except as disclosed in the
environmental site assessments referred to below, the Projects have never been used for any activities which,
directly or indirectly, involve the use, generation, treatment, storage, transportation or disposal of any Hazardous
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Substances, and no Hazardous Substances exist on the Projects or under the Projects or in any surface waters or
groundwaters on or under the Projects. The Projects and their existing and prior uses have at all times complied
with all Environmental Laws, and Borrowers have not violated any Environmental Laws. The environmental site
assessments referred to above are as follows:

(i)    In the case of Borrower 1’s Project, a Phase 1 Environmental Site Assessment Report dated
February 1, 2012, prepared by Environmental Corporation of America.

(ii)    In the case of Borrower 2’s Project, a Phase 1 Environmental Site Assessment Report dated
January 31, 2012, prepared by Environmental Corporation of America.

(iii)    In the case of Borrower 3’s Project, a Phase 1 Environmental Site Assessment Report dated
January 31, 2012, prepared by Environmental Corporation of America.

To the best of Borrowers’ knowledge, each of such conditions is satisfied.

(k)    There are no facilities on the Projects which are subject to reporting under any State laws or Section
312 of the Federal Emergency Planning and Community Right to Know Act of 1986 (42 U.S.C. Section 11022),
and federal regulations promulgated thereunder. Except as disclosed in the environmental site assessments
referred to above, the Projects do not contain any underground or above ground storage tanks.

(l)    All financial statements submitted by any Borrower or Guarantor to Lender in connection with the
Loan are true and correct in all material respects, have been prepared in accordance with GAAP consistently
applied, and fairly present the respective financial conditions and results of operations of the entities and
persons which are their subjects.

(m)    This Agreement and all financial statements, budgets, schedules, opinions, certificates,
confirmations, applications, rent rolls, affidavits, agreements, and other materials submitted to Lender in
connection with or in furtherance of this Agreement by or on behalf of any Borrower or Guarantor fully and
fairly state the matters with which they purport to deal, and neither misstate any material fact nor, separately or
in the aggregate, fail to state any material fact necessary to make the statements made not misleading in any
material respect.

(n)    Each parcel of Land is taxed as one or more separate tax parcels which do not include any property
other than such parcel of Land.

(o)    Under applicable law, each parcel of Land may be encumbered, conveyed and otherwise dealt with
as a separate legal parcel.

(p)    All utility and municipal services required for the construction, occupancy and operation of the
Projects, including, but not limited to, water supply,
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storm and sanitary sewage disposal systems, cable services, gas, electric and telephone facilities are available for
use by and currently provide service to the Projects.

(q)    Subject to the provisions of Section 7.9(b) of this Agreement, all governmental permits and licenses
required by applicable law in order for Borrowers to own and lease the Projects to ADK Operators, for ADK
Operators to sublease the Projects to Aria Operators, and for Operators to operate the Facilities, have been
validly issued and are in full force.

(r)    Each of the following is a condition of this Agreement and the Loan: The storm and sanitary sewage
disposal system, water system, drainage system and all mechanical systems of the Projects comply with all
applicable laws, statutes, ordinances, rules and regulations, including, without limitation, all Environmental
Laws. The applicable environmental protection agency, pollution control board and/or other governmental
agencies having jurisdiction of the Projects have issued their permits for the construction, tap‑on and operation
of those systems. To the best of Borrowers’ knowledge, each of such conditions is satisfied.

(s)    It is a condition of this Agreement and the Loan that all utility, parking, access (including curb‑cuts
and highway access), construction, recreational and other permits and easements required for the use of the
Projects have been granted and issued, and to the best of Borrowers’ knowledge, such condition is satisfied.

(t)    With the exception of Permitted Exceptions, the improvements located on each parcel of Land do not
encroach upon any building line, set back line, sideyard line, or any recorded or visible easement (or other
easement of which any Borrower is aware or has reason to believe may exist) which exists with respect to the
applicable Project.

(u)    The Loan, including interest rate, fees and charges as contemplated hereby, is a “business loan”
within the meaning of subparagraph (1)(c) contained in Section 205/4 of Chapter 815 of the Illinois Compiled
Statutes, as amended; the Loan is an exempted transaction under the Truth In Lending Act, 12 U.S.C. §1601 et
seq.; and the Loan does not, and when disbursed will not, violate the provisions of the usury laws of the State,
any consumer credit laws or the usury laws of any state which may have jurisdiction over this transaction, any
Borrower or any property securing the Loan.

(v)    There are no leases for use or occupancy of the Projects other than the Leases and the Subleases,
with the exception of agreements entered into with residents and occupants in the ordinary course of business of
operating the Facilities.

(w)    Each Lease and Sublease is in full force and effect; no Defaults or Events of Default on the part of
the applicable Borrower, ADK Operator or Aria Operator have occurred and are continuing thereunder; the
tenant and subtenant, respectively, thereunder have no right of set-off against payment of rent due thereunder;
and enforcement of such Lease and such Sublease by such Borrower and such ADK Operator, respectively, or by
Lender pursuant to an exercise of Lender’s rights under the applicable Assignment of Rents would be subject to
no defenses of
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any kind. Each Operations Transfer Agreement is in full force and effect and no Defaults or Events of Default on
the part of the applicable ADK Operator, the applicable Aria Operator or the applicable Borrower have occurred
and are continuing thereunder.

(x)    All Employee Plans of Borrowers, if any, and Operators meet the minimum funding standards of
Section 302 of ERISA and 412 of the Internal Revenue Code where applicable, and each such Employee Plan that
is intended to be qualified within the meaning of Section 401 of the Internal Revenue Code of 1986 is qualified.
No withdrawal liability has been incurred under any such Employee Plans and no “Reportable Event” or
“Prohibited Transaction” (as such terms are defined in ERISA), has occurred with respect to any such Employee
Plans, unless approved by the appropriate governmental agencies. Borrowers and Operators have promptly paid
and discharged all obligations and liabilities arising under ERISA of a character which if unpaid or unperformed
might result in the imposition of a lien against any of their properties or assets.

(y)    Each of the following is a condition of this Agreement and the Loan: There are no strikes, lockouts or
other labor disputes pending or threatened against any Borrower or Operator; hours worked by and payment
made to employees of Borrowers and Operators have not been in violation of the Fair Labor Standards Act or any
other applicable law; and no unfair labor practice complaint is pending or threatened against any Borrower or
any Operator before any governmental authority. To the best of Borrowers’ knowledge, each of such conditions
is satisfied.

(z)    Subject to the provisions of Section 7.9(b) of this Agreement, each Facility has all necessary licenses,
permits and certifications required by any applicable governmental authority to operate and maintain a skilled
nursing facility therein with its current number of beds in service, and participates in the Medicare and Medicaid
programs. Subject to the provisions of Section 7.9(b) of this Agreement, each Operator has complied with all
applicable requirements of the United States of America, the State of Arkansas and all applicable local
governments, and of its agencies and instrumentalities, necessary to operate and maintain its Facility as such a
facility. All utilities necessary for use, operation and occupancy of each Project and each Facility are available to
such Project and such Facility. All requirements for unrestricted use of each Project and each Facility as a skilled
nursing facility under the rules and regulations of the State of Arkansas Department of Human Services and of
any other department or agency of the State of Arkansas having jurisdiction over each Project and each Facility
have been fulfilled. All building, zoning, safety, health, fire, water district, sewerage and environmental
protection agency and any other permits or licenses which are required by any governmental authority for use,
occupancy and operation of each Project and each Facility as a skilled nursing facility have been obtained and
are in full force and effect. Neither any Borrower, any ADK Operator, any Aria Operator, Guarantor, any Project
nor any Facility is subject to any corporate integrity agreement, compliance agreement or other agreement
governing the operation of any Project or any Facility or the operations of any Borrower, any ADK Operator, any
Aria Operator or Guarantor.

- 14 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



(aa)    Each Borrower, ADK Operator and Aria Operator is in compliance in all material respects with all
laws, orders, regulations and ordinances of all federal, foreign, state and local governmental authorities binding
upon or affecting the business, operation or assets of Borrowers, ADK Operators or Aria Operators. Neither any
Borrower, any ADK Operator nor any Aria Operator: (i) has had a civil monetary penalty assessed against it
under the Social Security Act (the “SSA”) Section 1128(a) ), other than nominal amounts for violations which
were not of a material nature, (ii) has been excluded from participation under the Medicare program or under a
State health care program as defined in the SSA Section 1128(h) ( “State Health Care Program”), or (iii) has
been convicted (as that term is defined in 42 C.F.R. Section 1001.2) of any of the following categories of
offenses as described in the SSA Section 1127(a) and (b)(l), (2), (3): (A) criminal offenses relating to the
delivery of an item or service under Medicare or any State Health Care Program; (B) criminal offenses under
federal or state law relating to patient neglect or abuse in connection with the delivery of a health care item or
service; (C) criminal offenses under federal or state law relating to fraud, theft, embezzlement, breach of
fiduciary responsibility, or other financial misconduct in connection with the delivery of a health care item or
service or with respect to any act or omission in a program operated by or financed in whole or in part by any
federal, state or local government agency; (D) federal or state laws relating to the interference with or
obstruction of any investigations into any criminal offense described in (A) through (C) above; or (E) criminal
offenses under federal or state law relating to the unlawful manufacture, distribution, prescription or dispensing
of a controlled substance. Without limiting the generality of the foregoing, neither any Borrower, any ADK
Operator nor any Aria Operator is in default in the performance, observance or fulfillment of any of the
obligations, covenants or conditions contained in any Medicare or Medicaid Provider Agreement or other
agreement or instrument to which such Borrower, ADK Operator or Aria Operator is a party, which default has
resulted in, or if not remedied within any applicable grace period could result in, the revocation, termination,
cancellation or suspension of the Medicare or Medicaid Certification of such Borrower, ADK Operator or Aria
Operator.

2.2    Continuation of Representations and Warranties . Borrowers hereby covenant, warrant and agree that the
representations and warranties made in Section 2.1 hereof shall be and shall remain true and correct in all material
respects at the time of the Loan Opening and at all times thereafter so long as any part of the Loan shall remain
outstanding. Each request for disbursement of Loan Proceeds shall constitute a reaffirmation that these representations
and warranties are true in all material respects as of the date of such request and will be true in all material respects on
the date of the disbursement.
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ARTICLE 3

THE LOAN

3.1.    Agreement to Borrow and Lend; Consent to Subleases.

(a)    On the terms of and subject to the conditions of this Agreement, Borrowers agree to borrow from Lender,
and Lender agrees to lend to Borrowers, an amount not to exceed the Loan Amount.

(b)    The Loan shall be evidenced by the Note executed by Borrowers jointly and severally and shall be secured
by the Mortgages and the Assignments of Rents. The Loan shall be guaranteed by Guarantor pursuant to the Guaranty,
and Borrowers and Guarantor shall protect Lender with respect to environmental matters pursuant to the Environmental
Indemnity.

(c)    The proceeds of the Loan together with cash equity of Borrowers shall be used by Borrowers to refinance
the existing indebtedness on the Projects, to fund the $2,000,000 deposit into the Collateral Account required by
Section 3.4 of this Agreement and to pay loan and loan refinancing costs and expenses. Notwithstanding any other
provision of this Agreement, the amount of the Loan shall not exceed an amount equal to 80% of the aggregate “as is”
appraised value of the Projects as shown in the appraisals required by this Agreement.

(d)    Lender hereby consents to the sublease of the Facilities by the ADK Operators to the Aria Operators,
effective as of April 1, 2015, pursuant to the Subleases. In order to induce Lender to grant such consent, Borrowers and
Guarantor are entering into the agreements with Lender which are provided for in this Agreement. Borrowers shall
promptly give written notice to Lender if the term of the Subleases commences, or if the Subleases are terminated.

3.2    Interest. Interest on funds advanced hereunder shall --

(i)    From the Loan Opening until the Maturity Date, accrue at the interest rates provided for in the Note;

(ii)    Be computed upon advances of the Loan from and including the date of each advance by Lender to
or for the account of a Borrower (whether to an escrow or otherwise), on the basis of a 360-day year and the
actual number of days elapsed in any portion of a month in which interest is due; and

(iii)    Be paid by Borrowers to Lender together with principal payments, if any, in the manner set forth in
the Note.

3.3    Principal Payments; Maturity Date; Prepayment.

(a)    Prior to the Maturity Date, principal payments, if any, shall be made as provided in the Note. The entire
principal balance of the Note and all accrued and unpaid interest thereon shall be due, if not sooner paid, on the
Maturity Date.
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(b)    The Loan may be prepaid prior to the Maturity Date on the terms and upon payment of the charges and fees
set forth in the Note.

3.4    Collateral Account.

(a)    The following are conditions of this Agreement and the Loan: Borrowers shall establish and maintain a
collateral account in the name of one or more of Borrowers held by Lender (the “Collateral Account”), which shall be
a blocked, interest bearing money market account at Lender. The amount of the Collateral Account shall be $2,000,000,
and Borrowers shall deposit the sum of $2,000,000 into the Collateral Account on or prior to the date of this Agreement.
Earnings on investments of amounts in the Collateral Account shall be added to the Collateral Account. The Collateral
Account shall be held as additional security for the payment and performance of all of the obligations of Borrowers
under this Agreement and the other Loan Documents. In addition, from and after the date, if any, that the Benton
Transition occurs, the Collateral Account shall also be held as additional security for all of the obligations of the
Benton Owners under the Benton Owner Loan Agreement and the other Benton Owner Loan Documents. Borrowers
hereby pledge and assign to Lender, and grant to Lender a first lien on and a first priority security interest in the
Collateral Account, all cash and investments from time to time on deposit in the Collateral Account, and all proceeds of
all of the foregoing. All amounts on deposit in the Collateral Account shall be released by Lender to Borrowers at such
time, and only at such time, as all of the principal of and interest on the Loan have been paid in full and all of the other
obligations to Lender under this Agreement and the other Loan Documents have been fully paid and performed, subject
to earlier release as provided in paragraphs (b) and (c) below.

(b)    Notwithstanding the provisions of paragraph (a) of this Section, $750,000 of the amounts on deposit in the
Collateral Account shall be released by Lender to Borrowers upon the written request of Borrowers to Lender if all of
the following conditions are satisfied:

(i)    No Default or Event of Default has occurred and is continuing under this Agreement or any of the
other Loan Documents.

(ii)    For any two consecutive fiscal quarters ending on or after June 30, 2015, the EBITDAR/Management
Fee Adjusted for Operators is not less than $495,000, as determined based on quarterly financial statements of
Operators which have been delivered to Lender as required by Section 7.4(a) of this Agreement, and compliance
certificates delivered to Lender in accordance with Section 7.4(a) of this Agreement containing a correct
computation of such EBITDAR/Management Fee Adjusted for Operators.

(iii)    For any two consecutive fiscal quarters ending on or after June 30, 2015, the
EBITDAR/Management Fee Adjusted for Benton Operators is not less than $450,000, as determined based on
quarterly financial statements of Benton Operators which have been delivered to Lender as required by Section
7.4(a) of the Benton Owner Loan Agreement, and compliance certificates delivered to Lender in accordance with
Section 7.4(a) of the Benton Owner Loan Agreement containing a correct computation of such
EBITDAR/Management Fee Adjusted for Benton Operators.
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(c)    Notwithstanding the provisions of paragraph (a) of this Section, all amounts on deposit in the Collateral
Account shall be released by Lender to Borrowers upon the written request of Borrowers to Lender if all of the
following conditions are satisfied:

(i)    No Default or Event of Default has occurred and is continuing under this Agreement or any of the
other Loan Documents.

(ii)    For any four consecutive fiscal quarters ending on or after June 30, 2015, the
EBITDAR/Management Fee Adjusted for the Operators is not less than $495,000, as determined based on
quarterly financial statements of Operators which have been delivered to Lender as required by Section 7.4(a) of
this Agreement, and compliance certificates delivered to Lender in accordance with Section 7.4(a) of this
Agreement containing a correct computation of such EBITDAR/Management Fee Adjusted for Operators.

(iii)    For any four consecutive fiscal quarters ending on or after June 30, 2015, the
EBITDAR/Management Fee Adjusted for Benton Operators is not less than $450,000, as determined based on
quarterly financial statements of Benton Operators which have been delivered to Lender as required by Section
7.4(a) of the Benton Owner Loan Agreement, and compliance certificates delivered to Lender in accordance with
Section 7.4(a) of the Benton Owner Loan Agreement containing a correct computation of such
EBITDAR/Management Fee Adjusted for Benton Operators.

3 . 5    Release of a Project. Notwithstanding any other provision of this Agreement or any of the other Loan
Documents, subject to the provisions set forth below in this Section, Borrowers shall have the right to consummate the
sale or refinancing of a Project (the “Release Project”) before selling or refinancing the other Projects (the
“Remaining Project”), and to obtain a release of the Mortgage and the Assignment of Rents that encumber the Release
Project, provided that all of the following conditions are satisfied:

(i)    Borrowers shall give Lender not less than 15 days’ prior written notice of the closing of the sale or
refinancing of the Release Project.

(ii)    There shall not have occurred and be continuing any Default or Event of Default under this
Agreement or any of the other Loan Documents on the date of such notice or on the date of the closing of the sale
or refinancing of the Release Project (the “Release Date”).

(iii)    Borrowers shall make a prepayment on the principal of the Loan (the “Release Payment”) on the
Release Date in the greater of the following two amounts:

(A)    That amount which will cause the principal balance outstanding on the Loan after the Release
Payment is made to be 80% of the “as is” appraised value of the Remaining Projects, as set forth in a new
appraisal of the Remaining Projects addressed to Lender and satisfactory to Lender, prepared by a
certified or licensed appraiser who is approved by Lender, each in its sole and absolute discretion.
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(B)    That amount which will reduce the principal balance outstanding on the Loan to an amount
( the “Assumed Loan Amount”) such that EBITDAR for the Operators which are the lessees of the
Remaining Projects, for the 12-month period ending on the last day of the calendar month immediately
preceding the Release Date, is not less than 1.75 times the total amount of principal and interest that
would be payable on a loan (the “Assumed Loan”) during a period of one year, based on the assumptions
set forth below. The assumptions referred to above are that (i) the principal amount of the Assumed Loan
throughout such one-year period is the Assumed Loan Amount; (ii) the Assumed Loan bears interest
throughout such one-year period at an interest rate equal to the interest rate in effect on the Loan on the
Release Date; and (iii) a monthly principal payment will be due on the Assumed Loan during each month
of such 12-month period, in an amount per month based on a 25-year amortization schedule, calculated by
the Lender in the same manner as the amount of the principal payment which is provided for in Section
3.1(b) of the Note was calculated.

(iv)    Borrowers shall pay all costs, expenses and fees incurred by Lender in connection with such partial
release, including, without limitation, the reasonable fees and expenses of legal counsel to Lender and title
insurance and escrow charges.

3.6    Uniform Commercial Code Matters.

(a)    All references in this Agreement and the other Loan Documents to the Code are to the Code as from time to
time in effect.

(b)    Borrowers represent and warrant to Lender as follows:

(i)    The exact legal names of Borrowers are as stated in the first paragraph of this Agreement

(ii)    The nature of each Borrower entity and the State in which it is organized are as stated in the first
paragraph of this Agreement.

(iii)    The address of each Borrower’s chief executive office is 1145 Hembree Road, Roswell, Georgia
30076.

(iv)    Each Borrower has no place of business other than the chief executive office referred to in (iii)
above, at the address for notices set forth in Section 12.10 of this Agreement, and at its Project in the State of
Arkansas.

(c)    Each Borrower shall not, without not less than 30 days’ prior written notice to Lender, change its legal
name, the nature of the Borrower entity, the State in which it is organized, its organizational number in the State in
which it is organized, if any, the address of its chief executive office, or the address of its other places of business, from
those referred to in paragraph (b) of this Section.

(d)    Borrowers acknowledge that by entering into the security agreements contained in this Agreement and the
other Loan Documents, Borrowers have authorized the
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filing of financing statements and amendments under the Code covering the collateral described in such security
agreements, without the signature of Borrowers.

(e)    As additional security for the payment and performance of all of the obligations of all of Borrowers under
this Agreement and the other Loan Documents, each Borrower hereby grants to Lender a security interest in all Deposit
Accounts (as defined in the Code) from time to time maintained by such Borrower with Lender, all cash and investments
from time to time on deposit in all such Deposit Accounts, and all proceeds of all of the foregoing.

ARTICLE 4

LOAN DOCUMENTS

4.1    Loan Documents. As a condition precedent to the Loan Opening, Borrowers agree that they will deliver the
following Loan Documents to Lender at or prior to the Loan Opening, all of which must be satisfactory to Lender and
Lender’s counsel in form, substance and execution:

( a )    Promissory Note. A Promissory Note dated the date hereof (the “Note”), executed by Borrowers
jointly and severally and made payable to the order of Lender, in the Loan Amount.

(b)    Mortgages. A separate Mortgage, Security Agreement, Assignment of Rents and Leases and Fixture
Filing dated as of February 25, 2015 (each a “Mortgage”), duly executed by each Borrower to and for the
benefit of Lender, creating a first lien on such Borrower’s Land to secure the Note, the Loan and all obligations
of all of Borrowers in connection therewith.

(c)    Assignments of Rents and Leases. A separate Absolute Assignment of Rents and Leases dated as of
February 25, 2015 (each an “Assignment of Rents”), duly executed by each Borrower to and for the benefit of
Lender, collaterally assigning to Lender all of such Borrower’s rents, leases and profits of its Project as security
for the Note, the Loan and all obligations of all of Borrowers in connection therewith.

( d )    Financing Statements. Uniform Commercial Code Financing Statements as required by Lender to
perfect all security interests granted by this Agreement, the Mortgages and the other Loan Documents.

(e)    Environmental Indemnity. An Environmental Indemnity Agreement dated as of even date herewith
(the “Environmental Indemnity”), executed by Borrowers and Guarantor jointly and severally to and for the
benefit of Lender, indemnifying Lender for all risks, liabilities, costs and expenses which may be incurred as a
result of environmental matters at the Projects.

( f )    Guaranty. A Guaranty of Payment and Performance dated as of even date herewith (the
“Guaranty”), executed by Guarantor to and for the benefit of
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Lender, guaranteeing to Lender the payment and performance of all obligations of all Borrowers in connection
with the Loan.

( g )    Collateral Assignments . Collateral assignments of such agreements, leases, contracts and other
rights or interests of Borrowers with respect to the Projects as Lender may reasonably request.

(h)    Other Loan Documents. Such other documents and instruments as Lender may reasonably require.

4.2    Interest Rate Protection.

(a)    Any and all obligations, contingent or otherwise, whether now existing or hereafter arising, of any Borrower
arising under or in connection with all Hedging Transactions and Hedging Agreements to which Lender is a party shall
be secured by all of the collateral for the Loan.

(b)    As additional security for the payment and performance of all of the obligations of Borrowers under this
Agreement and the other Loan Documents, Borrowers hereby pledge and assign to Lender, and grant to Lender a first
lien on and a first priority security interest in, (i) all Hedging Transactions from time to time entered into by any
Borrower with Lender or any other provider, (ii) all contracts from time to time entered into by any Borrower with
Lender or any other provider with respect to such Hedging Transactions, (iii) all amounts from time to time payable to
any Borrower under such Hedging Transactions and contracts, and (iv) all proceeds of all of the foregoing.

ARTICLE 5

CONDITIONS TO LOAN DISBURSEMENTS

5.1    Conditions to Loan Opening. As conditions precedent to the Loan Opening, (i) Borrowers shall satisfy all
applicable conditions and requirements contained in other Sections of this Agreement, and (ii) Borrowers shall furnish
the following to Lender at or prior to the Loan Opening or at such time as is set forth below, all of which must be
satisfactory to Lender and Lender’s counsel in form, content and execution:

( a )    Title Insurance Policies. A loan title insurance policy for each Project, issued on the date of the
Loan Opening by the Title Insurance Company to Lender, in the full amount of the Loan to the Borrower which is
the owner of such Project, insuring the applicable Mortgage to be a valid first, prior and paramount lien upon the
fee title to the Project, as the case may be, subject only to the Permitted Exceptions, and containing such
endorsements as Lender may require, each in form and substance satisfactory to Lender (each a “Title Insurance
Policy”).

( b )    Surveys. A current plat of survey (each a “Survey”) of each parcel of the Land, which shall (i) be
made by a land surveyor licensed in the State, (ii) be prepared in accordance with the 2011 Minimum Standard
Detail Requirements for
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ALTA/ACSM Land Title Surveys, jointly established and adopted by ALTA and NSPS, (iii) include such Table A
Items as Lender shall require, (iv) be made such that the relative positional accuracy of the Survey does not
exceed that which is specified in the Accuracy Standards as adopted by ALTA and NSPS and in effect on the date
of the Survey, (v) contain a certificate acceptable to Lender naming the applicable Borrower, Lender and the
Title Insurance Company, and (v) contain such additional information as may be required by Lender or the Title
Insurance Company.

( c )    Insurance Policies. Evidence satisfactory to Lender in its reasonable judgment that the insurance
coverages required by Section 7.3 hereof are in force.

(d)    Utilities; Licenses; Permits. As to each Project, evidence satisfactory to Lender that --

(i)    All utility and municipal services required for the occupancy and operation of the Project are
available and currently servicing the Project;

(ii)    All permits, licenses and governmental approvals required by applicable law to occupy and
operate each Project and each Facility have been issued, are in full force and all fees therefor have been
fully paid;

(iii)    The storm and sanitary sewage disposal system, the water system and all mechanical systems
serving the Project comply with all applicable laws, ordinances, rules and regulations, including
Environmental Laws and the applicable environmental protection agency, pollution control board and/or
other governmental agencies having jurisdiction of the Project have issued their permits for the operation
thereof; and

(iv)    All utility, parking, access (including curb-cuts and highway access), recreational and other
easements and permits required or necessary for the use of the Project have been granted or issued.

( e )    Environmental Reports. As to each Project, an environmental site assessment (each an
“Environmental Report”) prepared at Borrowers’ sole cost and expense by an independent professional
environmental consultant approved by Lender in its sole and absolute discretion. The Environmental Reports
shall be subject to Lender’s approval in its sole and absolute discretion. If any Environmental Report reveals
contamination or conditions warranting further investigation in order to establish baseline data, Lender may also
require as a condition to the Loan Opening, in its sole and absolute discretion, a written report (also referred to
herein as an “Environmental Report”) based on additional testing and investigation in order to define the
source and extent of the contamination or to establish baseline data, as well as to provide relevant detailed
information on the area’s geological and hydrogeological conditions. Any additional Environmental Report
prepared pursuant to this requirement shall be subject to Lender’s approval, in its sole and absolute discretion.

( f )    Appraisals. As to the Project owned by each Borrower, an appraisal of the Project addressed to
Lender and satisfactory to Lender, prepared by a certified
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or licensed appraiser who is approved by Lender, each in its sole and absolute discretion, which appraisals must
show “as is” appraised values of the Projects in amounts not less than the following:

Borrower 1’s Project - $6,240,000
Borrower 2’s Project - $6,560,000
Borrower 3’s Project - $5,520,000

such that the Loan Amount will not exceed an amount equal to 80% of the aggregate “as is” appraised value of
the Projects.

( g )    Documents of Record. Copies of all documents of record which affect the Projects, including,
without limitation, the Declarations, and estoppel letters from the other parties thereto covering such matters as
Lender shall reasonably require.

(h)    Searches. A report from the appropriate filing officers of the state and counties in which the Land is
located, indicating that no judgments, tax or other liens, security interests, leases of personalty, financing
statements or other encumbrances (other than Permitted Exceptions and liens and security interests in favor of
Lender) are of record or on file encumbering any portion of such Land, and that there are no judgments, tax liens,
pending litigation or bankruptcy actions outstanding with respect to Borrowers and Guarantor.

(i)    Attorney’s Opinions. An opinion or opinions of counsel to Borrowers and Guarantor addressing such
issues as Lender may request, subject to assumptions and qualifications satisfactory to Lender.

(j)    Organizational Documents. Organizational documents, any resolutions required by such documents,
and good standing certificates, for Borrowers and the other parties to the Loan Documents, and for any entities
executing Loan Documents on behalf of Borrowers or any other parties to the Loan Documents.

( k )    Leases and Subleases. A copy of each Lease and each Sublease, and in the case of each Project, a
lease subordination and non-disturbance agreement with the applicable ADK Operator and Aria Operator. In
addition, Borrowers shall deposit all security deposits required under the Leases and Subleases, if any, with
Lender in an account in the name of one or more Borrowers.

(l)    Management and Consulting Agreements. As to each Project, if the applicable Operator has entered
into a management or consulting agreement with respect to the Project, a copy of such management or consulting
agreement and a subordination agreement from the manager or consultant in a form satisfactory to Lender.

( m )    Operations Transfer Agreements . A copy of each Operations Transfer Agreement, and such
agreements between Lender, ADK Operators and Borrowers as Lender shall require.
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( n )    Real Estate Taxes . Copies of the most recent real estate tax bills for the Land and evidence
satisfactory to Lender that each parcel of the Land is separately assessed for real estate taxing purposes.

(o)    Broker. Evidence satisfactory to Lender that all brokers’ commissions or fees due with respect to the
Loan or the Projects have been paid in full in cash.

( p )    Property Condition Reports. A property condition report for each Project prepared at Borrowers’
sole cost and expense by an independent consultant approved by Lender in its sole and absolute discretion, and
which shall be subject to Lender’s approval in its sole and absolute discretion.

( q )    Additional Documents. Such other papers and documents regarding Borrowers, Operators, the
Projects or the Facilities as Lender may reasonably require.

5 . 2    Additional Conditions to Loan Opening. The following are additional conditions precedent to the Loan
Opening:

( a )    Written Request. Borrowers shall have delivered to Lender a written request for disbursement
prepared in such form and detail, and accompanied by such supporting information and documents, as shall be
strictly satisfactory to Lender.

(b)    Representations and Warranties. All representations and warranties of Borrowers contained in this
Agreement, the other Loan Documents and other documents delivered to Lender shall be true and correct in all
material respects as of the date of the Loan Opening.

( c )    Financial Condition. There shall be no material adverse change in the financial condition of any
Borrower or Guarantor as of the date of the Loan Opening.

( d )    Accounts Set Up with Lender.  Without limitation on the generality of paragraph (f) below,
Borrowers and Operators shall have set up all of their respective operating accounts with Lender as required by
Section 7.10 of this Agreement, and Borrowers shall have created and funded the Collateral Account as required
by Section 3.4 of this Agreement.

(e)    Interest Rate Protection. Borrowers shall have purchased from a qualified counterparty one or more
contracts for interest rate protection for such portion or all of the Loan as Lender may require, which contracts
shall be in effect for the full term of the Loan and for a rate and otherwise in form and substance satisfactory to
Lender in all respects. Lender agrees that interest rate protection is not required for the Loan.

( f )    No Default or Event of Default. No Default or Event of Default under this Agreement or under any
other Loan Document shall have occurred and be continuing as of the date of the Loan Opening.
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5 . 3    Termination of Agreement . Borrowers agree that all conditions precedent to the Loan Opening will be
complied with on or prior to the Required Loan Opening Date. If all of the conditions precedent to the Loan Opening
hereunder shall not have been performed on or before the Required Loan Opening Date, Lender, at its option at any
time thereafter and prior to the Loan Opening, may terminate this Agreement and all of its obligations hereunder by
giving a written notice of termination to Borrowers. In the event of such termination, Borrowers shall pay all Loan
Expenses which have accrued or been charged as of the date of such termination.

ARTICLE 6

PAYMENT OF LOAN EXPENSES

6 .1    Payment of Loan Expenses at Loan Opening. At the Loan Opening, Lender may pay from Loan Proceeds
all Loan Expenses, to the extent the same have not been previously paid.

ARTICLE 7

FURTHER AGREEMENTS OF BORROWER

7 . 1    Mechanics’ Liens, Taxes and Contest Thereof . Borrowers agree that they will not suffer or permit any
mechanics’ lien claims to be filed or otherwise asserted against the Projects and will promptly discharge the same in
case of the filing of any claims for lien or proceedings for the enforcement thereof, and will pay all special assessments
which have been placed in collection and all real estate taxes and assessments of every kind (regardless of whether the
same are payable in installments) upon the Projects, before the same become delinquent; provided, however, that
Borrowers shall have the right to contest in good faith and with reasonable diligence the validity of any such lien,
claim, tax or assessment if the right to contest such matters is expressly granted in the Mortgages. If Borrowers shall fail
promptly either to discharge or to contest claims, taxes or assessments asserted or give security or indemnity in the
manner provided in the Mortgages, or having commenced to contest the same, and having given such security or
indemnity shall fail to prosecute such contest with diligence, or to maintain such indemnity or security so required by
the Mortgages, or upon the adverse conclusion of any such contest, to cause any judgment or decree to be satisfied and
lien to be released, then and in any such event Lender may, at its election (but shall not be required to), procure the
release and discharge of any such claim and any judgment or decree thereon and, further, in its sole discretion, effect
any settlement or compromise of the same. Any amounts so expended by Lender, including premiums paid or security
furnished in connection with the issuance of any surety bonds, shall be deemed to constitute disbursement of Loan
Proceeds hereunder. In settling, compromising, discharging or providing indemnity or security for any claim for lien,
tax or assessment, Lender shall not be required to inquire into the validity or amount thereof.

7 .2    Fixtures and Personal Property. Except for security interests granted to Lender, Borrowers agree that all
of the personal property, fixtures, attachments, furnishings and equipment delivered in connection with the
construction, equipping or operation of the Projects will be kept free and clear of all chattel mortgages, vendor’s liens,
and all other

- 25 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



liens, claims, encumbrances and security interests whatsoever, and that Borrowers will be the absolute owners of said
personal property, fixtures, attachments and equipment, subject to the rights of ADK Operators under the Leases and
the rights of Aria Operators under the Subleases. Borrowers, on request, shall furnish Lender with satisfactory evidence
of such ownership, and of the terms of purchase and payment therefor.

7.3    Insurance Policies. Borrowers shall, at their expense, during the term of this Agreement, procure and keep
in force, or cause to be procured and kept in force by Operators, the insurance coverages described in Exhibit D
attached to this Agreement and conforming to the insurance requirements contained in the Mortgages, and in addition
thereto, professional liability insurance covering the operations in the Projects in such amounts and with such
deductibles as shall be approved by Lender. In addition, all insurance shall be in form, content and amounts approved
by Lender and written by an insurance company or companies licensed to do business in the state in which the Projects
are located and domiciled in the United States or a governmental agency or instrumentality approved by Lender. The
policies for such insurance shall have attached thereto standard mortgagee clauses in favor of and permitting Lender to
collect any and all proceeds payable thereunder and shall include a 30 day (except for nonpayment of premium, in
which case, a 10 day) notice of cancellation clause in favor of Lender. All policies or certificates of insurance shall be
delivered to and held by Lender as further security for the payment of the Note and any other obligations arising under
the Loan Documents, with evidence of renewal coverage delivered to Lender at least 30 days before the expiration date
of any policy.

7.4    Furnishing Information.

(a)    Borrowers shall promptly supply Lender with such information concerning their assets, liabilities and
affairs, and the assets, liabilities and affairs of Guarantor, as Lender may reasonably request from time to time hereafter;
which shall include:

(i)    Without the necessity of any request by Lender, as soon as available and in no event later than 45
days after the end of each fiscal quarter commencing with the fiscal quarter ending March 31, 2105, financial
statements of each Borrower showing the results of operations of its Project and consisting of a balance sheet,
statement of income and expense and a statement of cash flows, prepared in accordance with GAAP, and
certified by an officer of such Borrower.

(ii)    Without the necessity of any request by Lender, as soon as available and in no event later than 120
days after the end of each fiscal year commencing with the fiscal year ending December 31, 2014, annual
financial statements of each Borrower showing the results of operations of its Project and consisting of a balance
sheet, statement of income and expense and a statement of cash flows, prepared in accordance with GAAP, and
certified by an officer of such Borrower, and accompanied by an audit report of a firm of independent certified
public accountants acceptable to Lender.

(iii)    Without the necessity of any request by Lender, as soon as available and in no event later than 45
days after the end of each fiscal quarter commencing with the fiscal quarter ending March 31, 2105, consolidated
and consolidating
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financial statements of Operators showing the results of operations of the Facilities and consisting of a balance
sheet, statement of income and expense and statement of payor mix, prepared in accordance with GAAP, and
certified by an officer of Operators.

(iv)    Without the necessity of any request by Lender, as soon as available and in no event later than 120
days after the end of each fiscal year commencing with the fiscal year ending December 31, 2014, an annual
consolidated and consolidating financial statement of Operators showing the results of operations of the
Facilities and consisting of a balance sheet, statement of income and expense, statement of cash flows and
statement of payor mix, prepared in accordance with GAAP, certified by an officer of Operators, and
accompanied by an audit report of a firm of independent certified public accountants acceptable to Lender;

(v)    Without necessity of any request by Lender, as soon as available and in no event later than 120 days
after the end of each fiscal year, commencing with the fiscal year ending December 31, 2014, annual
consolidated financial statements of AdCare, consisting of a balance sheet, statement of income and expense and
a statement of cash flows, prepared in accordance with GAAP, and certified by an officer of AdCare, and
accompanied by an audit report of a firm of independent certified public accountants acceptable to Lender.

(vi)    Without necessity of any request by Lender, with each quarterly financial statement of Operators
required to be furnished hereunder, a duly completed compliance certificate, dated the date of such financial
statements and certified as true and correct by appropriate officers of Borrowers, Operators and AdCare,
containing a computation of each of the financial covenants set forth in Sections 7.14, 7.15, 7.16, 7.17, 7.18, 7.19
and 7.20 hereof which is required to be tested for or during the period covered by such financial statement, and
stating that Borrowers have not become aware of any Default or Event of Default under this Agreement or any of
the other Loan Documents that has occurred and is continuing or, if there is any such Default or Event of Default
describing it and the steps, if any, being taken to cure it.

(b)    Borrowers shall promptly notify Lender of any condition or event which constitutes a Default or Event of
Default under this Agreement or any of the other Loan Documents, and of any material adverse change in the financial
condition of any Borrower or any Guarantor.

(c)    It is a condition of this Agreement and the Loan that Borrowers, Operators and AdCare shall each maintain a
standard and modern system of accounting in accordance with GAAP consistently applied.

(d)    It is a condition of this Agreement and the Loan that Borrowers and Operators shall each permit Lender or
any of its agents or representatives to have access to and to examine all books and records regarding the Projects and
the Facilities at any time or times hereafter upon reasonable prior notice during business hours.
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(e)    It is a condition of this Agreement and the Loan that Borrowers and Operators shall each permit Lender to
copy and make abstracts from any and all of said books and records.

7.5    Excess Indebtedness. Borrowers agree to pay to Lender on demand the amount by which the indebtedness
hereunder, at any time, may exceed the Loan Amount.

7.6    Certain Title Related Matters.

(a)    Borrowers shall comply with all recorded or other covenants affecting the Projects, including, without
limitation, the Declarations. Borrowers shall not record or permit to be recorded any document, instrument, agreement
or other writing against the Land other than Permitted Exceptions.

(b)    Borrowers shall at all times duly perform and observe all of the terms, provisions, conditions and
agreements on their part to be performed and observed under the Declarations, and shall not suffer or permit any
Default or Event or Default on the part of Borrowers to exist thereunder, and shall not agree or consent to, or suffer or
permit, any modification, amendment or termination thereof without the prior written consent of Lender. Borrowers
shall promptly furnish to Lender copies of all notices of default and other material documents and communications sent
or received by Borrowers under or relating to any Declaration.

(c)    Borrowers shall cause each of the Projects to be taxed as one or more separate tax parcels which do not
include any property other than the Projects.

(d)    Borrowers shall ensure that under applicable law, each of the Projects may be encumbered, conveyed and
otherwise dealt with as a separate legal parcel.

7 .7    Compliance with Laws; Environmental Matters. Each of the following is a condition of this Agreement
and the Loan:

(a)    Borrowers and Operators shall comply, in all respects, including the conduct of their business and
operations and the use of their properties and assets, with all applicable laws, rules, regulations, decrees, orders,
judgments, licenses and permits, including without limitation, Environmental Laws, Titles XVIII and XIX of the
Social Security Act, Medicare Regulations, Medicaid Regulations, and all laws, rules and regulations of any
governmental authorities pertaining to the licensing of professional and other health care providers.

(b)    With the exception of Permitted Substances, the Projects will not be used, for any activities which,
directly or indirectly, involve the use, generation, treatment, storage, transportation or disposal of any Hazardous
Substances, and no Hazardous Substances will exist on the Projects or under the Projects or in any surface waters
or groundwaters on or under the Projects. The Projects and their existing and future uses will comply with all
Environmental Laws, and Borrowers and Operators will not violate any Environmental Laws.
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7 .8    ERISA Liabilities; Employee Plans . It is a condition of this Agreement and the Loan that Borrowers and
Operators shall (i) keep in full force and effect any and all Employee Plans which are presently in existence or may,
from time to time, come into existence under ERISA, and not withdraw from any such Employee Plans, unless such
withdrawal can be effected or such Employee Plans can be terminated without liability to any Borrower or Operator; (ii)
make contributions to all of such Employee Plans in a timely manner and in a sufficient amount to comply with the
standards of ERISA; including the minimum funding standards of ERISA; (iii) comply with all material requirements of
ERISA which relate to such Employee Plans; (iv) notify Lender immediately upon receipt by any Borrower or Operator
of any notice concerning the imposition of any withdrawal liability or of the institution of any proceeding or other
action which may result in the termination of any such Employee Plans or the appointment of a trustee to administer
such Employee Plans; (v) promptly advise Lender of the occurrence of any “Reportable Event” or “Prohibited
Transaction” (as such terms are defined in ERISA), with respect to any such Employee Plans; and (vi) amend any
Employee Plan that is intended to be qualified within the meaning of Section 401 of the Internal Revenue Code of 1986
to the extent necessary to keep the Employee Plan qualified, and to cause the Employee Plan to be administered and
operated in a manner that does not cause the Employee Plan to lose its qualified status.

7.9    Licensure; Notices of Agency Actions. The following are conditions of this Agreement and the Loan:

(a)    Subject to the provisions of paragraph (b) of this Section, Operators shall be fully qualified by all
necessary permits, licenses, certifications, accreditations and qualifications and shall be in compliance with all
annual filing requirements of all regulatory authorities.

(b)    The State of Arkansas licenses for the operation of each Facility are held by the applicable Operator
in its own name. The Medicare and Medicaid certifications for each Facility are currently held by the applicable
ADK Operator. It is a condition of this Agreement and the Loan that by June 1, 2015, each Aria Operator shall
have obtained Medicare and Medicaid certifications for its Facility in its own name. Pending the receipt of such
Medicare and Medicaid certifications by each Aria Operator, (i) the applicable ADK Operator shall retain the
existing Medicare and Medicaid certifications for each Facility, and (ii) Each Aria Operator shall operate its
Facility under the license and Medicare and Medicaid certifications of the applicable ADK Operator under the
Operations Transfer Agreement applicable to its Facility. Upon the issuance of the Medicare and Medicaid
certifications for each Facility to the applicable Aria Operator, the arrangements described above under the
Operations Transfer Agreement for such Facility shall terminate and the applicable Aria Operator shall thereafter
operate such Facility under its own Medicare and Medicaid certifications.

(c)    Borrowers, ADK Operators and Aria Operators shall within five days after receipt, furnish to Lender
copies of all adverse notices from any licensing, certifying, regulatory, reimbursing or other agency which has
jurisdiction over any Project or any Facility or over any license, permit or approval under which any Project or
any Facility operates, and if any Borrower, ADK Operator or Aria Operator
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becomes aware that any such notice is to be forthcoming before receipt thereof, it shall promptly inform Lender
thereof.

7.10    Project and Facility Accounts and Revenues.

(a)    It is a condition of this Agreement and the Loan that Borrowers and ADK Operators shall each set up and
maintain all of their respective operating accounts and other accounts related to the Projects and the Facilities with
Lender, shall deposit all of their respective income and receipts promptly upon receipt in such accounts, and shall
maintain all of their respective cash and investments on deposit in deposit accounts with Lender.

(b)    Borrowers shall deposit all Gross Revenues promptly upon receipt thereof, into a bank account or accounts
maintained by Borrowers with Lender. As additional security for the payment and performance of all of the obligations
of Borrowers under this Agreement and the other Loan Documents, Borrowers hereby pledge and assign to Lender, and
grant to Lender a first lien on and a first priority security interest in, the Gross Revenues, all of Borrowers’ present and
future Accounts (as defined in the Code), and the proceeds of all of the foregoing.

7.11    Single-Asset Entity; Indebtedness; Distributions.

(a)    Each Borrower shall not at any time own any asset or property other than its Project and property related
thereto, and shall not at any time engage in any business other than the ownership, development, construction, leasing
and operation of its Project. The articles of organization and operating agreement of each Borrower shall not be
modified or amended, nor shall any member of any Borrower be released or discharged from its obligations under the
operating agreement of such Borrower.

(b)    Each Borrower shall not at any time have outstanding any indebtedness or obligations, secured or
unsecured, direct or indirect, absolute or contingent, including any guaranty, other than the following: (i) obligations to
Lender; (ii) obligations under interest rate protection agreements to which Lender is a party; (iii) obligations, other than
borrowings, incurred in the ordinary course of the ownership and operation of its Project; and (iv) obligations under its
Lease.

(c)    If any Default or Event of Default shall occur and be continuing under this Agreement or any of the other
Loan Documents, each Borrower shall not, directly or indirectly, make any Distribution. In addition, each Borrower
shall not, directly or indirectly, at any time make any Distribution that would cause such Borrower’s cash and cash
equivalents remaining after such Distribution to be less than an amount equal to the aggregate of (i) the total amount of
the security and other deposits received by such Borrower from tenants of its Project, (ii) the total amount of accrued
but unpaid real estate taxes on its Project, based on the last full year tax bill or bills received by such Borrower, minus
any amount held in a real estate tax escrow by Lender, and (iii) a reasonable working capital reserve.

7.12    Restrictions on Transfer.

(a)    Each Borrower shall not effect, suffer or permit any Prohibited Transfer. Any conveyance, sale, assignment,
transfer, lien, pledge, mortgage, security interest or other
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encumbrance or alienation (or any agreement to do any of the foregoing) of any of the following properties or interests
shall constitute a “Prohibited Transfer”:

(i)    Any Project or any part thereof or interest therein, excepting only sales or other dispositions of
collateral for the Loan no longer useful in connection with the operation of such Project, provided that prior to
the sale or other disposition thereof, such collateral has been replaced by collateral of at least equal value and
utility and which is subject to the lien of the applicable Mortgage with the same priority as with respect to the
original collateral;

(ii)    Any shares of capital stock of a corporate Borrower or a corporation which is a direct or indirect
owner of an ownership interest in any Borrower (other than the shares of capital stock of a corporate trustee or a
corporation whose stock is publicly traded on a national securities exchange or on the National Association of
Securities Dealers’ Automated Quotation System);

(iii)    All or any part of the membership interests in a limited liability company Borrower or a limited
liability company which is a direct or indirect owner of an ownership interest in any Borrower;

(iv)    All or any part of the general partner or the limited partner interest, as the case may be, of a
partnership or limited partnership Borrower, or a partnership or limited partnership which is a direct or indirect
owner of an ownership interest in any Borrower; or

(v)    If there shall be any change in Control (by way of transfers of stock, partnership or member interests
or otherwise) in any partner, member, manager or shareholder, as applicable, which directly or indirectly
Controls the day to day operations and management of any Borrower that is not a natural person and/or owns a
Controlling interest in any Borrower; provided, however, that this subparagraph shall not apply to AdCare;

in each case whether any such conveyance, sale, assignment, transfer, lien, pledge, mortgage, security interest,
encumbrance or alienation is effected directly, indirectly (including the nominee agreement), voluntarily or
involuntarily, by operation of law or otherwise; provided, however, that the foregoing provisions of this Section shall
not apply to (i) liens securing obligations to Lender, (ii) the lien of current taxes and assessments not in default, (iii)
any transfers of any Project, or part thereof, or interest therein, or any shares of stock or partnership or limited liability
company interests, as the case may be, by or on behalf of an owner thereof who is deceased or declared judicially
incompetent, to such owner’s heirs, legatees, devisees, executors, administrators, estate or personal representatives, (iv)
the Leases, or (v) Permitted Exceptions.

(b)    In determining whether or not to make the Loan, Lender evaluated the background and experience of
Borrowers and their members in owning and operating property such as the Projects, found it acceptable and relied and
continues to rely upon same as the means of maintaining the value of the Projects. Borrowers and their members are
well experienced in borrowing money and owning and operating property such as the Projects, were ably represented
by a licensed attorney at law in the negotiation and documentation of
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the Loan and bargained at arm’s length and without duress of any kind for all of the terms and conditions of the Loan,
including this provision. Borrowers recognize that Lender is entitled to keep its loan portfolio at current interest rates
by either making new loans at such rates or collecting assumption fees and/or increasing the interest rate on a loan, the
security for which is purchased by a party other than the original Borrowers. Borrowers further recognize that any
further junior financing placed upon the Projects (a) may divert funds which would otherwise be used to pay the Note;
(b) could result in acceleration and foreclosure by any such junior encumbrancer which would force Lender to take
measures and incur expenses to protect its security; (c) would detract from the value of the Projects should Lender
come into possession thereof with the intention of selling same; and (d) would impair Lender’s right to accept a deed in
lieu of foreclosure, as a foreclosure by Lender would be necessary to clear the title to the Projects. In accordance with
the foregoing and for the purposes of (i) protecting Lender’s security, both of repayment and of value of the Projects;
(ii) giving Lender the full benefit of its bargain and contract with Borrowers; (iii) allowing Lender to raise the interest
rate and collect assumption fees; and (iv) keeping the Projects free of subordinate financing liens, Borrowers agree that
if this Section is deemed a restraint on alienation, that it is a reasonable one.

7.13    Leasing, Operation and Management of Projects.

(a)    Each Project shall at all times be owned by the applicable Borrower, leased to the applicable ADK Operator
under the applicable Lease, and subleased by the applicable ADK Operator to the applicable Aria Operator (with the
result that no Borrower shall operate a Facility). Each Borrower shall not agree or consent to or suffer or permit any
modification, amendment, termination or assignment of, or sublease under, its Lease (other than the applicable
Sublease), and shall not suffer or permit any Event of Default on the part of such Borrower to exist at any time under
such Lease. It is a condition of this Agreement and the Loan that each ADK Operator shall not agree or consent to or
suffer or permit any modification, amendment, termination or assignment of, or sublease under, its Sublease, and shall
not suffer or permit any Event of Default on the part of such ADK Operator to exist at any time under such Sublease,
including, without limitation, any amendment changing in the rent payable under such Sublease. It is a condition of this
Agreement and the Loan that each Borrower, applicable ADK Operator and Applicable Aria Operator shall enter into an
agreement in a form acceptable to Lender which shall require (i) such Aria Operator to pay all rental under the
applicable Sublease directly to an account of such Borrower at Lender, and (ii) such ADK Operator to pay any rent
under the applicable Lease in addition to the amount of the rent payable under the applicable Sublease directly to an
account of such Borrower at Lender.

(b)    Each Facility shall at all times be operated as skilled nursing facility under the management of the
applicable Operator.

7 .1 4    Minimum Debt Service Coverage of Operators. If the Transition has not occurred, it is a condition of
this Agreement and the Loan that for each fiscal quarter commencing with the fiscal quarter ending March 31, 2015, the
ratio of --

(i)    the amount of the combined EBITDAR/Fully Adjusted for Operators for such fiscal quarter, to

- 32 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



(ii)    the total amount of principal and interest required to be paid on the Loan for such fiscal quarter,

shall be not less than 1.75 to 1.00.

7 . 1 5    Minimum Combined Rental of Borrowers. If the Transition has not occurred, it is a condition of this
Agreement and the Loan that as of the end of each fiscal quarter commencing with the fiscal quarter ending March 31,
2015, the combined rental income received by Borrowers from the leasing of the Facilities for such fiscal quarter shall
be not less than $290,000.

7 . 1 6    Minimum Fixed Charge Coverage Ratio of Operators. If the Transition has not occurred, it is a
condition of this Agreement and the Loan that as of the end of each fiscal quarter commencing with the fiscal quarter
ending March 31, 2015, that the ratio of --

(i)    the amount of the combined EBITDAR/Cap Ex Adjusted for Operators for the 12-month period
ending on the last day of such fiscal quarter, to

(ii)    the sum of the combined amounts of the following for Operators for the 12‑month period ending on
the last day of such fiscal quarter: (A) Rental Expense, plus (B) Debt Service, plus (C) Distributions, other than
any amounts which were treated as an expense for accounting purposes, plus (D) federal and state income taxes,

shall be not less than 1.10 to 1.00. For the avoidance of doubt, (i) unlike Section 7.14 hereof, the Net Income for
Operators used in calculating EBITDAR of Operators for the purpose of this Section for any period shall be computed
by taking into account each Operator’s actual management fees for such period only and not taking into account any
imputed management fees.

7 .1 7    Minimum EBITDAR/Management Fee Adjusted for Operators . If the Transition has occurred, it is a
condition of this Agreement and the Loan that for each fiscal quarter commencing with the fiscal quarter ending March
31, 2015, the EBITDAR/Management Fee Adjusted for the Operators shall be not less than $495,000.

7.18    Minimum Fixed Charge Coverage Ratio of Borrowers. It is a condition of this Agreement and the Loan
that as of the end of each fiscal quarter commencing with the fiscal quarter ending March 31, 2015, that the ratio of --

(i)    the amount of the combined EBITDA for Borrowers for the 12-month period ending on the last day of
such fiscal quarter, to

(ii)    the sum of the combined amounts of the following for Borrowers for the 12‑month period ending on
the last day of such fiscal quarter: (A) Debt Service, plus (B) Distributions, other than any amounts which were
treated as an expense for accounting purposes, plus (C) federal and state income taxes,

shall be not less than 1.10 to 1.00. Notwithstanding the foregoing provisions of this Section, in the case of the fiscal
quarters ending March 31, 2015, June 30, 2015, September 30, 2015,
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and December 31, 2015, the calculation of such ratio shall be made for the period commencing on March 1, 2015, and
ending on the last day of such quarter, instead of for the full 12-month period ending on the last day of such quarter.

7 . 1 9    AdCare Debt Service Coverage Ratio. It is a condition of this Agreement and the Loan that for each
fiscal year commencing with the fiscal year ended December 31, 2014, the ratio of --

(i)    the amount of EBITDAR for AdCare for such year, to

(ii)    the sum of the total amount of the following required to be paid by AdCare for such year: (A) Debt
Service, plus (B) Rental Expense,

shall be not less than 1.00 to 1.00.

7 . 2 0    AdCare Leverage Ratio. It is a condition of this Agreement and the Loan that for each fiscal year
commencing with the fiscal year ended December 31, 2014, the ratio of --

(i)    the total amount of long term senior secured indebtedness of AdCare, including the current portion
thereof, each as determined in accordance with GAAP, outstanding on the last day of such year, to

(ii)    the amount of EBITDA for AdCare for such year,

shall be not more than 11.00 to 1.00.

7.21    Concerning Operators.

(a)    It is a condition of this Agreement and the Loan that each Operator shall not at any time own any asset or
property other than the assets of its Facility and property related thereto, and shall not at any time engage in any
business other than the operation of its Facility.

(b)    It is a condition of this Agreement and the Loan that each Operator shall not at any time have outstanding
any indebtedness or obligations, secured or unsecured, direct or indirect, absolute or contingent, including any
guaranty, other than the following: (i) obligations to Lender; (ii) obligations under interest rate protection agreements
to which Lender is a party; (iii) obligations, other than borrowings, incurred in the ordinary course of the ownership and
operation of its Facility; and (iv) obligations under its Lease.

(c)    It is a condition of this Agreement and the Loan that with the exception of security interests granted to
secure any future financing which Lender may provide to any Operator, all of each Operator’s property and assets shall
at all times be free and clear of all liens, encumbrances and security interests.

7.22    Security Interest Matters. This Agreement is intended to be a security agreement under the Code for the
purpose of creating the security interests provided for herein. Borrowers shall execute and deliver such additional
security agreements and other documents as Lender shall from time to time request in order to create and perfect such
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security interests. Borrowers shall keep all collateral in which security interests are created under this Agreement free
and clear of all other liens, security interests and encumbrances.

7 . 2 3    Further Assurance . Borrowers, on reasonable request of Lender, from time to time, shall execute and
deliver such documents as may be necessary to perfect and maintain perfected as valid liens upon the Projects and the
personal property owned by Borrowers located thereon the liens granted to Lender pursuant to this Agreement or any of
the other Loan Documents, and to fully consummate the transactions contemplated by this Agreement.

ARTICLE 8

CASUALTIES AND CONDEMNATION

8 . 1    Application of Insurance Proceeds and Condemnation Awards . The proceeds of any insurance policies
collected or claims as a result of any loss or damage to any portion of any Project resulting from fire, vandalism,
malicious mischief or any other casualty or physical harm and any awards, judgments or claims resulting from the
exercise of the power of condemnation or eminent domain shall be applied to reduce the outstanding balance of the
Loan or to rebuild and restore such Project, as provided in the applicable Mortgage. Borrowers shall not settle and
adjust any claims under policies of insurance except as provided in the Mortgage.

ARTICLE 9

ASSIGNMENTS, SALE AND ENCUMBRANCES

9 .1    Lender’s Right to Assign . Lender may assign, negotiate, pledge or otherwise hypothecate this Agreement
or any of its rights and security hereunder, including the Note, the Mortgages and the other Loan Documents, to any
bank, participant, financial institution or other person or entity, and in case of such assignment, negotiation, pledge or
other hypothecation, Borrowers shall accord full recognition thereto and agree that all rights and remedies of Lender in
connection with the interest so assigned, negotiated, pledged or otherwise hypothecated shall be enforceable against
Borrowers by such bank, participant, financial institution or other person or entity, with the same force and effect and to
the same extent as the same would have been enforceable by Lender but for such assignment, negotiation, pledge or
other hypothecation.

9 . 2    Prohibition of Assignments and Encumbrances by Borrowers . Except as expressly permitted by this
Agreement, Borrowers shall not create, effect, consent to, attempt, contract for, agree to make, suffer or permit any
Prohibited Transfer.

ARTICLE 10
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EVENTS OF DEFAULT BY BORROWER

10.1    Event of Default Defined. The occurrence of any one or more of the following shall constitute an Event of
Default under this Agreement, and any Event of Default which may occur hereunder shall constitute an Event of Default
under each of the other Loan Documents:

(a)    Borrowers fail to pay (i) any installment of principal or interest payable pursuant to the Note on the
date when due, or (ii) any other amount payable to Lender under the Note, this Agreement or any of the other
Loan Documents when any such payment is due in accordance with the terms hereof or thereof;

(b)    If there is any failure to perform, observe or satisfy any obligation, covenant, agreement, term,
condition or provision contained in any of the following provisions of this Agreement: Section 7.9(a), 7.10, 7.11,
7.12, 7.13, 7.14, 7.15, 7.16, 7.17, 7.18, 7.19, 7.20, 7.21 or 7.22;

(c)    If there is any failure to perform, observe or satisfy any obligation, covenant, agreement, term,
condition or provision contained in this Agreement and not otherwise described in this Section; provided,
however, that --

(i)    If such failure can be cured solely by the payment of money, such failure shall not constitute
an Event of Default unless it shall continue for a period of five days after written notice to Borrowers;

(ii)    If such failure cannot be cured solely by the payment of money and does not pose an
emergency or dangerous condition or a material threat to the security for the Loan, such failure shall not
constitute an Event of Default unless it shall continue for a period of 30 days after written notice to
Borrowers; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured
within such 30-day period, and if such failure is susceptible of cure, it shall not constitute an Event of
Default if corrective action is instituted by Borrowers within such 30-day period and is diligently pursued
and such failure is cured within 90 days after the occurrence of such failure;

(d)    The existence of any inaccuracy or untruth in any material respect in any representation or warranty
contained in this Agreement or any of the other Loan Documents or of any statement or certification as to facts
delivered to Lender by Borrowers or Guarantor; provided, however, that --

(i)    If such inaccuracy or untruth can be cured solely by the payment of money, such failure shall
not constitute an Event of Default unless it shall continue for a period of 10 days after any Borrower
becomes aware of inaccuracy or untruth, whether by notice from Lender or otherwise;
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(ii)    If such inaccuracy or untruth cannot be cured solely by the payment of money and does not
pose an emergency or dangerous condition or a material threat to the security for the Loan, such failure
shall not constitute an Event of Default unless it shall continue for a period of 30 days after any Borrower
becomes aware of inaccuracy or untruth, whether by notice from Lender or otherwise; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured
within such 30-day period, and if such failure is susceptible of cure, it shall not constitute an Event of
Default if corrective action is instituted by Borrowers within such 30-day period and is diligently pursued
and such failure is cured within 120 days after any Borrower becomes aware of such inaccuracy or
untruth, whether by notice from Lender or otherwise;

(e)    The occurrence of a Prohibited Transfer;

(f)    The existence of any collusion, fraud, dishonesty or bad faith by or with the acquiescence of any
Borrower, any ADK Operator, any Aria Operator or Guarantor which in any way relates to or affects the Loan,
any Project or any Facility;

(g)    The occurrence of a material adverse change in the financial condition of any Borrower, any ADK
Operator, any Aria Operator or Guarantor;

(h)    Any Borrower, any ADK Operator, any Aria Operator or Guarantor (i) files a voluntary petition in
bankruptcy or is adjudicated a bankrupt or insolvent or files any petition or answer seeking any reorganization,
arrangement, composition, readjustment, liquidation, dissolution or similar relief under the present or any future
federal, state, or other statute or law, or (ii) seeks or consents to or acquiesces in the appointment of any trustee,
receiver or similar officer of such Borrower, ADK Operator, Aria Operator or Guarantor or of all or any
substantial part of the property of such Borrower, ADK Operator, Aria Operator or Guarantor or any portion of
any Project or any Facility; or all or a substantial part of the assets of any Borrower, any ADK Operator, any Aria
Operator or Guarantor are attached, seized, subjected to a writ or distress warrant or are levied upon unless the
same is released or vacated within 30 days;

(i)    The commencement of any involuntary petition in bankruptcy against any Borrower, any ADK
Operator, any Aria Operator or Guarantor or the institution against any Borrower, any ADK Operator, any Aria
Operator or Guarantor of any reorganization, arrangement, composition, readjustment, dissolution, liquidation or
similar proceedings under any present or future federal, state or other statute or law, or the appointment of a
receiver, trustee or similar officer for all or any substantial part of the property of any Borrower, any ADK
Operator, any Aria Operator or Guarantor, which shall remain undismissed or undischarged for a period of 30
days;

(j)    The entry against any Borrower, any ADK Operator, any Aria Operator or Guarantor of any final
judgment for the payment of money in an amount in excess
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of $100,000 and such judgment shall not have been, within 30 days from the entry thereof, vacated, satisfied or
appealed from and stayed pending appeal;

(k)    The dissolution, termination or merger of any Borrower, any ADK Operator, any Aria Operator or
Guarantor, or the occurrence of the death or declaration of legal incompetency of any guarantor who is a natural
person;

(l)    The validity or enforceability of this Agreement or any of the other Loan Documents shall be
contested by any Borrower, any ADK Operator, any Aria Operator, Guarantor or any other party thereto (other
than Lender), or any Borrower, any ADK Operator, any Aria Operator, Guarantor or any other party thereto
(other than Lender) shall deny that it has any or further liability or obligation hereunder or thereunder;

(m)    The occurrence of an Event of Default under the Note or any of the other Loan Documents,
including, without limitation, any Bank Product Agreement to which Lender or any of its Affiliates is a party,
including, without limitation, any Hedging Agreement to which Lender is a party, or any Event of Default or
other similar condition or event (however described) shall occur and be continuing with respect to any Bank
Product Obligation, including, without limitation, any Hedging Transaction, to which Lender or any of its
Affiliates is a party;

(n)    The occurrence of an Event of Default (i) on the part of any Borrower or any ADK Operator under
any Lease, (ii) on the part of any ADK Operator or any Aria Operator under any Sublease, or (iii) on the part of
any ADK Operator, any Aria Operator or any Borrower under any Operations Transfer Agreement; or

(o)    The occurrence of any Event of Default under any document or agreement evidencing or securing
any other obligation or indebtedness of any Borrower, ADK Operator or Guarantor to Lender.

ARTICLE 11

LENDER’S REMEDIES UPON EVENT OF DEFAULT

11.1    Remedies Conferred upon Lender. During the continuance of any Event of Default under this Agreement,
Lender, in addition to all remedies conferred upon Lender by law and by the terms of the Note, the Mortgages and the
other Loan Documents, may pursue any one or more of the following remedies concurrently or successively, it being
the intent hereof that none of such remedies shall be to the exclusion of any others:

(a)    Take possession of any one or more of the Projects and do anything required, necessary or advisable
in Lender’s sole judgment to fulfill the obligations of Borrowers hereunder, including the right to employ
watchmen to protect any Project from injury. Without restricting the generality of the foregoing and for the
purposes aforesaid, each Borrower hereby appoints and constitutes Lender its lawful attorney-in-fact with full
power of substitution in the premises to perform the following actions:
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(i)    without inquiring into and without respect to the validity thereof, to pay, settle or compromise
all existing bills and claims which may be liens, or to avoid such bills and claims becoming liens, against
its Project or any portion thereof or as may be necessary or desirable for the completion of any
construction and equipping of such Project or for the clearance of title to such Project;

(ii)    to prosecute and defend actions or proceedings in connection with any Project; and

(iii)    to do any and every act which such Borrower might do in its own behalf with respect to its
Project, it being understood and agreed that this power of attorney shall be a power coupled with an
interest and cannot be revoked;

(b)    Withhold further disbursement of Loan Proceeds and terminate any of its obligations to Borrowers;

(c)    Declare the Note to be due and payable forthwith, without presentment, demand, protest or other
notice of any kind, all of which Borrowers hereby expressly waive;

(d)    In addition to any rights of setoff that Lender may have under applicable law, without notice of any
kind to Borrowers, appropriate and apply to the payment of the Note or of any sums due under this Agreement
any and all balances, deposits, credits, accounts, certificates of deposit, instruments or money of Borrowers then
or thereafter in the possession of Lender; and

(e)    Exercise or pursue any other remedy or cause of action permitted at law or in equity or under this
Agreement or any other Loan Document, including, but not limited to, foreclosure of the Mortgages and
enforcement of all Loan Documents.

11.2    Right of Lender to Make Advances to Cure Event of Defaults; Obligatory Advances . If Borrowers shall
fail to perform any of their covenants or agreements herein or in any of the other Loan Documents contained, Lender
may (but shall not be required to) perform any of such covenants and agreements, and any amounts expended by
Lender in so doing, and any amounts expended by Lender pursuant to Section 11.1 hereof and any amounts advanced
by Lender pursuant to this Agreement shall be deemed advanced by Lender under an obligation to do so regardless of
the identity of the person or persons to whom said funds are disbursed. Loan Proceeds advanced by Lender to complete
any work at the Projects or to protect its security for the Loan are obligatory advances hereunder and shall constitute
additional indebtedness payable on demand and evidenced and secured by the Loan Documents.

11 .3    Attorneys’ Fees . Borrowers shall pay Lender’s reasonable attorneys’ fees and costs in connection with
the negotiation, preparation and administration of this Agreement and shall pay Lender’s reasonable attorneys’ fees and
costs in connection with the administration and enforcement of this Agreement and the other Loan Documents. Without
limiting the generality of the foregoing, if at any time or times hereafter Lender
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employs counsel for advice or other representation with respect to any matter concerning any Borrower, this
Agreement, any Project or the Loan Documents or if Lender employs one or more counsel to protect, collect, lease, sell,
take possession of, or liquidate any portion of any Project, or to attempt to enforce or protect any security interest or
lien or other right in any portion of any Project or under any of the Loan Documents, or to enforce any rights of Lender
or obligations of Borrowers or any other person, firm or corporation which may be obligated to Lender by virtue of this
Agreement or under any of the Loan Documents or any other agreement, instrument or document, heretofore or
hereafter delivered to Lender in furtherance hereof, then in any such event, all of the attorneys’ fees arising from such
services and actually incurred, and any expenses, costs and charges relating thereto and actually incurred, shall
constitute an additional indebtedness owing by Borrowers to Lender payable on demand and evidenced and secured by
the Loan Documents.

1 1 . 4    No Waiver . No failure by Lender to exercise, or delay by Lender in exercising, any right, power or
privilege hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of any right, power or
privilege hereunder preclude any other or further exercise thereof, or the exercise of any other right, power or privilege.
The rights and remedies provided in this Agreement and in the Loan Documents are cumulative and not exclusive of
each other or of any right or remedy provided at law or in equity. No notice to or demand on Borrowers in any case, in
itself, shall entitle Borrowers to any other or further notice or demand in similar or other circumstances or constitute a
waiver of the rights of Lender to any other or further action in any circumstances without notice or demand.

11 .5    Default Rate. During the continuance of any Event of Default under this Agreement or any of the other
Loan Documents, interest on funds outstanding hereunder shall accrue at the Default Rate and be payable on demand.
The failure of Lender to charge interest at the Default Rate shall not be evidence of the absence of an Event of Default
or waiver of an Event of Default by Lender.

ARTICLE 12

MISCELLANEOUS

1 2 .1    Time is of the Essence. Borrowers agree that time is of the essence in all of their covenants under this
Agreement.

12.2    Joint and Several Obligations; Full Collateralization.

(a)    Each Borrower shall be jointly and severally liable for all of the obligations of all of the Borrowers under
this Agreement and the other Loan Documents, regardless of the amount of the Loan Proceeds that is actually disbursed
to or for the benefit of each Borrower, or the manner in which Borrowers or Lender account for the Loan in their
respective books and records. All of the collateral provided by each Borrower shall secure all of the obligations of all of
the Borrowers under this Agreement and the other Loan Documents, regardless of the amount of the Loan Proceeds that
is actually disbursed to or for the benefit of each Borrower.
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(b)    Each Borrower acknowledges that Lender has advised Borrowers that Lender is unwilling to provide the
Loan to Borrowers unless each Borrower agrees to the jointly and several liability and full collateralization described in
paragraph (a) above. Each Borrower has determined that it is in its best interest to undertake such joint and several
liability and full collateralization, because of, among other things (i) the benefit to each Borrower of being able to
obtain the Loan and the desirability of the terms and conditions of the Loan, (ii) the benefit and economies to be
realized by Borrowers in obtaining the Loan as a single loan facility as compared to each Borrower’s obtaining an
individual loan facility for its Project, and (iii) the fact that each Borrower is an Affiliate of all of the other Borrowers.

(c)    The obligations of each of Borrowers under this Agreement and the other Loan Documents, including,
without limitation, the joint and several liability and full collateralization as described in paragraph (a) above, shall be
continuing and shall be binding upon each of them, and shall remain in full force and effect, and shall not be
discharged, impaired or affected by (i) the power or authority of any other Borrower to execute, acknowledge or deliver
this Agreement or any of the other Loan Documents; (ii) the existence or continuance of any obligation on the part of
any other Borrower under this Agreement or any of the other Loan Documents; (iii) the validity or invalidity of the
obligations of any other Borrower under this Agreement or any of the other Loan Documents; (iv) any defense, setoff or
counterclaim whatsoever that any other Borrower may or might have to the performance or observance of the
obligations under this Agreement or any of the other Loan Documents or to the performance or observance of any of
the terms, provisions, covenants and agreements contained in this Agreement or any of the other Loan Documents,
including, without limitation, any defense based on any alleged failure of Lender to comply with the implied covenant
of good faith and fair dealing, or any limitation or exculpation of liability on the part of any other Borrower; (v) the
existence or continuance of any other Borrower as a legal entity; (vi) the transfer by any other Borrower of all or any
part of the property encumbered by the Loan Documents; (vii) any sale, pledge, assignment, surrender, indulgence,
alteration, substitution, exchange, extension, renewal, release, compromise, change in, modification or other disposition
of any of the obligations of any other Borrower or of any of the Loan Documents, all of which Lender is hereby
expressly authorized to make from time to time without notice to Borrowers or any of them, or to anyone; (viii) the
acceptance by Lender of the primary or secondary obligation of any party with respect to, or any security for, all or any
part of the obligations under this Agreement or any of the other Loan Documents; or (ix) any failure, neglect or
omission on the part of Lender to realize or protect any of the obligations under this Agreement or any of the other
Loan Documents or any collateral or appropriation of any moneys, credits or property of Borrowers toward the
liquidation of the obligations under this Agreement or any of the other Loan Documents or by any application of any
moneys received by Lender under the Loan Documents. The obligations of Borrowers and each of them under this
Agreement and under the other Loan Documents, including, without limitation, the joint and several liability and full
collateralization as described in paragraph (a) above, shall not be affected, discharged, impaired or varied by any act,
omission or circumstance whatsoever, whether or not specifically enumerated above, except the due and punctual
payment, performance and observance of all of the obligations of Borrowers under this Agreement and the other Loan
Documents, and then, in each case, only to the extent thereof.
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(d)    Lender shall have the right to enforce this Agreement and the other Loan Documents against any Borrower
with or without enforcing or attempting to enforce the same against any other Borrower or any security for the
obligation of any of them, and whether or not other proceedings or steps are pending or have been taken or have been
concluded to enforce or otherwise realize upon any security for the Loan or any guaranty of the Loan. The payment of
any amount or amounts by any Borrower, pursuant to its obligation under this Agreement or any of the other Loan
Documents, including, without limitation, pursuant to the joint and several liability provided for herein, shall not in any
way entitle such Borrower, either at law, or in equity or otherwise, to any right, title or interest in and to this Agreement,
the Note, or any of the other Loan Documents, or any principal or interest payments theretofore, then or thereafter at
any time made by anyone on behalf of any of Borrowers, or in and to any security therefor, or to any right of recovery
against any Borrower, in each case whether by way of indemnity, reimbursement, contribution, subrogation or
otherwise, and Borrowers hereby waive and relinquish any and all such right, title and interest in and to the Note, such
other obligations, such principal and interest payments, and such security and any and all such rights of recovery
against Borrowers In addition, each Borrower hereby subordinates all obligations of every sort whatsoever now or
hereafter coming due to such Borrower from the other Borrowers, to the Loan and the Note and to all other amounts
coming due to Lender under the Loan Documents.

12.3    Lender’s Determination of Facts; Lender Approvals and Consents.

(a)    Lender at all times shall be free to establish independently to its satisfaction and in its sole and absolute
discretion the existence or nonexistence of any fact or facts, the existence or nonexistence of which is a condition of
this Agreement.

(b)    Wherever in this Agreement or any of the other Loan Documents provision is made for the approval or
consent of Lender or counsel to Lender, or that any matter is to be to the satisfaction of or as required by Lender or
counsel to Lender, or that any matter is to be as estimated or determined by Lender, or the like, unless specifically
stated to the contrary, such approval, consent, satisfaction, requirement, estimate or determination or the like shall be in
the sole and absolute discretion of Lender or counsel to Lender, as the case may be.

(c)    Notwithstanding any other provision of this Agreement or the other Loan Documents, wherever in this
Agreement or any of the other Loan Documents provision is made for the approval or consent of Lender with respect to
a matter, if Lender elects to grant such approval or consent, it shall not be unreasonable for Lender to make such
approval or consent subject to the condition that such matter must also be approved or consented to in writing by
Guarantor, any other guarantors of the Loan, and any parties other than Borrowers that have provided collateral for the
Loan.

12.4    Prior Agreements; No Reliance; Modifications . This Agreement and the other Loan Documents, and any
other documents or instruments executed pursuant thereto or contemplated thereby, shall represent the entire,
integrated agreement between the parties hereto with respect to the subject matter of this Agreement, and shall
supersede all prior negotiations, representations or agreements pertaining thereto, either oral or written. Borrowers
acknowledge that they are executing this Agreement without relying on any
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statements, representations or warranties, either oral or written, that are not expressly set forth herein. This Agreement
and any provision hereof shall not be modified, amended, waived or discharged in any manner other than by a written
amendment executed by all parties to this Agreement.

12.5    Disclaimer by Lender. Borrowers are not or shall not be an agent of Lender for any purposes, and Lender
is not a venture partner with Borrowers in any manner whatsoever. Approvals granted by Lender for any matters
covered under this Agreement shall be narrowly construed to cover only the parties and facts identified in any written
approval or, if not in writing, such approvals shall be solely for the benefit of Borrowers.

12.6    Loan Expenses; Indemnification. Borrowers shall pay all Loan Expenses promptly upon demand therefor
by Lender. To the fullest extent permitted by law, Borrowers hereby agree to protect, indemnify, defend and save
harmless, Lender and its directors, officers, agents and employees from and against any and all liability, expense or
damage of any kind or nature and from any suits, claims or demands, including legal fees and expenses on account of
any matter or thing or action or failure to act by Lender, whether or not arising from a claim by a third party, and
whether or not in litigation, arising out of this Agreement or in connection herewith, unless such suit, claim or damage
is caused solely by any act, omission or willful malfeasance of Lender, its directors, officers, agents and authorized
employees. This indemnity is not intended to excuse Lender from performing hereunder. This obligation on the part of
Borrowers shall survive the closing of the Loan, the repayment thereof and any cancellation of this Agreement.
Borrowers shall pay, and hold Lender harmless from, any and all claims of any brokers, finders or agents claiming a
right to any fees in connection with arranging the financing contemplated hereby. Lender hereby represents and
warrants that it has not employed a broker or other finder in connection with the Loan. Borrowers hereby represent and
warrant that no brokerage commissions or finder’s fees are to be paid in connection with the Loan.

1 2 . 7    Captions. The captions and headings of various Articles and Sections of this Agreement and exhibits
pertaining hereto are for convenience only and are not to be considered as defining or limiting in any way the scope or
intent of the provisions hereof.

1 2 . 8    Inconsistent Terms and Partial Invalidity . In the event of any inconsistency among the terms hereof
(including incorporated terms), or between such terms and the terms of any other Loan Document, Lender may elect
which terms shall govern and prevail. If any provision of this Agreement, or any section, paragraph, sentence, clause,
phrase or word, or the application thereof, in any circumstances, is adjudicated by a court of competent jurisdiction to
be invalid, the validity of the remainder of this Agreement shall be construed as if such invalid part were never included
herein.

1 2 . 9    Gender and Number. Any word herein which is expressed in the masculine or neuter gender shall be
deemed to include the masculine, feminine and neuter genders. Any word herein which is expressed in the singular or
plural number shall be deemed, whenever appropriate in the context, to include the singular and the plural.
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12.10    Notices. All notices and other communications provided for in this Agreement (“Notices”) shall be in
writing. The “Notice Addresses” of the parties for purposes of this Agreement are as follows:

Borrowers:

Name of Borrower
Two Buckhead Plaza
3050 Peachtree Road NW
Suite 355
Atlanta, Georgia 30305
Attention: William McBride III

With a copy to:

Holt Ney Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention: Gregory P. Youra

Lender:

The PrivateBank and Trust Company
120 South LaSalle Street
Chicago, Illinois 60603
Attention: Amy K. Hallberg
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With a copy to:

Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
Attention: Elizabeth Pfeiler Marriott

or such other address as a party may designate by notice duly given in accordance with this Section to the other parties.
A Notice to a party shall be effective when delivered to such party’s Notice Address by any means, including, without
limitation, personal delivery by the party giving the Notice, delivery by United States regular, certified or registered
mail, or delivery by a commercial courier or delivery service. If the Notice Address of a party includes a facsimile
number or electronic mail address, Notice given by facsimile or electronic mail shall be effective when delivered at
such facsimile number or email address. If delivery of a Notice is refused, it shall be deemed to have been delivered at
the time of such refusal of delivery. The party giving a Notice shall have the burden of establishing the fact and date of
delivery or refusal of delivery of a Notice.

1 2 . 11    Effect of Agreement . The submission of this Agreement and the Loan Documents to Borrowers for
examination does not constitute a commitment or an offer by Lender to make a commitment to lend money to
Borrowers; this Agreement shall become effective only upon execution and delivery hereof by Lender to Borrowers.

1 2 .1 2    Construction. Each party to this Agreement and legal counsel to each party have participated in the
drafting of this Agreement, and accordingly the general rule of construction to the effect that any ambiguities in a
contract are to be resolved against the party drafting the contract shall not be employed in the construction and
interpretation of this Agreement.

12.13    Governing Law. This Agreement has been negotiated, executed and delivered at Chicago, Illinois, and
shall be construed and enforced in accordance with the laws of the State of Illinois.

12.14    Litigation Provisions.

(a)    EACH BORROWER CONSENTS AND SUBMITS TO THE JURISDICTION OF ANY STATE OR
FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL COURT
LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PROJECT IS LOCATED, IN
WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS AGREEMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

(b)    EACH BORROWER AGREES THAT ANY LEGAL PROCEEDING RELATING TO THIS
AGREEMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST
SUCH BORROWER IN ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY
STATE OR FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN
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WHICH THE PROJECT IS LOCATED. EACH BORROWER WAIVES ANY OBJECTION TO VENUE IN ANY
SUCH COURT AND WAIVES ANY RIGHT IT MAY HAVE TO TRANSFER OR CHANGE THE VENUE FROM
ANY SUCH COURT.

(c)    EACH BORROWER AGREES THAT IT WILL NOT COMMENCE ANY LEGAL PROCEEDING
AGAINST LENDER RELATING IN ANY MANNER TO THIS AGREEMENT, THE LOAN OR ANY OF THE
OTHER LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL COURT LOCATED IN
CHICAGO, ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY LENDER AGAINST BORROWER
IN A COURT IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM IN SUCH LEGAL PROCEEDING.

(d)    EACH BORROWER HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL PROCEEDING
RELATING TO THIS AGREEMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

12.15    Counterparts; Facsimile Signatures. This Agreement may be executed in any number of counterparts
and by the different parties hereto on separate counterparts and each such counterpart shall be deemed to be an
original, but all such counterparts shall together constitute but one and the same Agreement. Receipt of an executed
signature page to this Agreement by facsimile or other electronic transmission shall constitute effective delivery
thereof. Electronic records of executed Loan Documents maintained by Lender shall deemed to be originals thereof.

1 2 . 1 6    Customer Identification-USA Patriot Act Notice; OFAC and Bank Secrecy Act . Lender hereby
notifies Borrowers that pursuant to the requirements of the USA Patriot Act (Title III of Pub. L. 107-56, signed into law
October 26, 2001) (the “Act”), and Lender’s policies and practices, Lender is required to obtain, verify and record
certain information and documentation that identifies Borrowers, which information includes the name and address of
Borrowers and such other information that will allow Lender to identify Borrowers in accordance with the Act. In
addition, Borrowers shall (i) ensure that no person who owns a controlling interest in or otherwise controls any
Borrower or any subsidiary of any Borrower is or shall be listed on the Specially Designated Nationals and Blocked
Person List or other similar lists maintained by the Office of Foreign Assets Control (“OFAC”), the Department of the
Treasury, or included in any Executive Orders, (ii) not use or permit the use of Loan Proceeds to violate any of the
foreign asset control regulations of OFAC or any enabling statute or Executive Order relating thereto, and (iii) comply,
and cause any of its subsidiaries to comply, with all applicable Bank Secrecy Act laws and regulations, as amended.

[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]

- 46 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



IN WITNESS WHEREOF, Borrowers and Lender have caused this Agreement to be executed the day and year
first above written.

APH&R PROPERTY HOLDINGS, LLC
NORTHRIDGE HC&R PROPERTY HOLDINGS, LLC
WOODLAND HILLS HC PROPERTY HOLDINGS, LLC

By /s/ William McBride III            
William McBride III, Manager of Each Borrower

THE PRIVATEBANK AND TRUST COMPANY

By /s/ Amy K. Hallberg            
Amy K. Hallberg, Managing Director

- AdCare Arkansas 3 Owner Loan Agreement -
- Signature Page -
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EXHIBIT A

THE LAND

PROJECT 1 - CUMBERLAND (OWNED BY BORROWER 1)

Real property in the City of Little Rock, County of Pulaski, State of Arkansas, described as follows:

All of Block 19, Original City of Little Rock, Pulaski County, Arkansas, Less and Except the West 50 feet of Lots 1, 2 and 3 of said
Block 19, Original City of Little Rock, Pulaski County, Arkansas.

Tax Parcel ID: 34L0200113600

PROJECT 2 - NORTHRIDGE (OWNED BY BORROWER 2)

Real property in the City of Little Rock, County of Pulaski, State of Arkansas, described as follows:

Lot 1, Oak Manor Addition to the City of Little Rock, Pulaski County, Arkansas, as shown on plat recorded in Book 1064, page 291,
records of Pulaski County, Arkansas.

Tax Parcel ID: 33N2620000100

PROJECT 3 - WOODLAND HILLS (OWNED BY BORROWER 3)

Real property in the City of Little Rock, County of Pulaski, State of Arkansas, described as follows:

Tract C-1-R, Riley’s Replat of Tract C, Kellwood Subdivision, in the City of Little Rock, Arkansas as shown on plat recorded as Plat
No. B-068 and the S1/2 of a strip of land formerly platted as Riley Drive, that is abutting and contiguous to Tract C-1-R, Riley’s
Replat of Tract C, Kellwood, which was closed by Ordinance No. 16,354, a certified copy filed for record February 11, 1993 and
recorded as Instrument No. 93-08724, records of Pulaski County, Arkansas, Less and Except: Part of Tract C-1-R, Riley’s Replat of
Tract C, Kellwood Subdivision, in the City of Little Rock, Pulaski County, Arkansas, more particularly described as follows:
Commencing at a found iron pin for the Southwest corner of said Tract C-1-R for the point of beginning; thence North 0 degrees17
minutes 06 seconds West, 303.41 feet to a set iron pin; thence North 88 degrees 55 minutes 59 seconds East, 656.12 feet to a set iron
pin; thence South 0 degrees 18 minutes 35 seconds East, 319.52 feet to found iron pin; thence North 89 degrees 39 minutes 39 seconds
West, 656.23 feet to the point of beginning.
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Easement North Side:

Together with a non exclusive easement for ingress and egress over that portion of Riley Drive which was closed by Ordinance No.
16,354, a certified copy filed for record February 11, 1993 and recorded as Instrument No. 93-08724, records of Pulaski County,
Arkansas.

Easement East Side:

And together with a non exclusive easement for ingress and egress described as: Commencing at the Southwest corner of Tract C-1-R;
thence North 0 degrees 17 minutes 06 seconds West, 303.41 feet; thence North 88 degrees 55 minutes 59 seconds East, 656.12 feet;
thence North 0 degrees 18 minutes 35 seconds West, 86.02 feet to the point of beginning of said road easement; thence North 0
degrees 18 minutes 35 seconds West, 135.0 feet; thence South 30 degrees 43 minutes 21 seconds East, 30.0 feet; thence South 7
degrees 37 minutes West, 110.18 feet to the point of beginning.

Tax Parcel ID: 44L0390100101
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EXHIBIT B

PERMITTED EXCEPTIONS

1. Documents in favor of Lender.

2. The Leases and Subleases.

3. Liens for real estate taxes and special assessments that are not delinquent.

4. Mechanic’s and materialmen’s liens and rights to such liens, provided same are fully insured over by the Title Insurance Policy
or are being contested in accordance with the provisions of the Loan Documents.

5. A.
As to Project 1 of the Land, the additional matters referred to in Special Exceptions 1, 3 and 4 in Schedule B of
First American Title Insurance Company File No. NCS-709261-ATL (Pro Forma Loan Policy).

 B.

As to Project 2 of the Land, the additional matters referred to in Special Exceptions 1 and 3 through 6, inclusive,
in Schedule B of First American Title Insurance Company File No. NCS-709261-1-ATL (Pro Forma Loan
Policy).

 C.

As to Project 3 of the Land, the additional matters referred to in Special Exceptions 1 and 3 through 9, inclusive,
in Schedule B of First American Title Insurance Company File No. NCS-709261-2-ATL - (Pro Forma Loan
Policy).
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EXHIBIT C

DIRECT AND INDIRECT OWNERSHIP OF BORROWERS AND ADK OPERATORS

Borrowers:

Each Borrower is owned 100% by AdCare Property Holdings, LLC, an Ohio limited liability company.
AdCare Property Holdings, LLC, is owned 100% by AdCare Health Systems, Inc., a Georgia corporation.

ADK Operators:

Each ADK Operator is owned 100% by AdCare Operations, LLC, a Georgia limited liability company.
AdCare Operations, LLC, is owned 100% by AdCare Health Systems, Inc., a Georgia corporation.

- C-1-
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EXHIBIT D

INSURANCE REQUIREMENTS

A. Each Borrower shall maintain the following insurance:

(i)    Insurance against loss or damage to its Project by fire and other risks, written on an “all risk” special perils, 100%
full replacement cost basis, without deduction for foundations and footings, and without co-insurance, and with not more than
$10,000 deductible from the loss payable for any casualty.

(ii)    Commercial general liability insurance, including coverage for elevators and escalators, if any, on its Project and
completed operations coverage for two years after any construction or repair at its Project has been completed, on an
occurrence basis, against claims for personal injury, including without limitation bodily injury, death or property damage
occurring on, in or about its Project and the adjoining streets, sidewalks and passageways, such insurance to afford immediate
minimum protection to a limit of not less than $1,000,000 for one person and $3,000,000 per occurrence for personal injury or
death and $500,000 per occurrence for damage to property.

(iii)    Workers compensation insurance covering such Borrower, in accordance with the requirements of Arkansas law.

(iv)    During the course of any construction or repair at its Project, all risk builders risk course of construction insurance
against all risks of physical loss, on a completed value basis, including collapse and transit coverage, with a deductible not to
exceed $10,000, in nonreporting form, covering the total value of work performed and equipment, supplies and materials
furnished, and containing the “permission to occupy” endorsement, and insuring all general contractors and subcontractors of
any tier.

(v)    Boiler and machinery insurance covering any pressure vessels, air tanks, boilers, machinery, pressure piping,
heating, air conditioning and elevator equipment and escalator equipment located on its Project, and insurance against loss of
occupancy or use arising from any breakdown therein, all in such amounts as are satisfactory to Lender.

(vi)    Business interruption, use and occupancy or rent loss insurance on its Project covering loss of the use of its
Project caused by the perils covered by the policies described in (i), (iv) and (v) above, for a period of 12 months or such longer
period as Lender shall require, in an amount not less than 100% of the projected annual revenue from its Project as determined
by Lender, and written on a gross rental income, gross profits or extended period of indemnity form.            

(vii)    If all or any portion of its Project is located in an area that has been identified by the Director of the Federal
Emergency Management Agency as a special flood hazard area, flood insurance in an amount at least equal to the principal
amount of the Loan or to the maximum amount of coverage allowed for the particular type of
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property under the National Flood Insurance Program, whichever is less.

(viii)    Commercial general liability insurance covering any contractors performing work at its Project, on an
occurrence basis, against claims for personal injury, including without limitation bodily injury, death or property damage
occurring on, in or about its Project and the adjoining streets, sidewalks and passageways, such insurance to afford immediate
minimum protection to a limit of not less than $1,000,000 for one person and $3,000,000 per occurrence for personal injury or
death and $500,000 per occurrence for damage to property.

(ix)    Workers compensation insurance covering any contractors performing work at its Project, in accordance with the
requirements of Arkansas law.

(x)    Errors and omissions insurance covering any architects and engineers performing professional services with
respect to its Project, in the amount of $1,000,000 or such greater amount as Lender may require.

(xi)    Such other insurance, and in such amounts, as may from time to time be required by Lender against the same or
other hazards.

B. All such policies of insurance shall be issued by companies, and in amounts in each company, and in a form, satisfactory to
Lender and, without limitation on the generality of the foregoing, shall comply with the following provisions:

(i)    All policies of insurance shall be issued by insurance companies having an AM Best’s Rating Guide Policy Rating
of not less than A and Financial Rating of not less than VIII.

(ii)    All policies of insurance required by paragraphs A(i), (iv), (v), (vi) and (vii) above shall name such Borrower as
insured and Lender as an additional insured and shall have attached thereto a standard mortgagee’s loss payable endorsement
for the benefit of Lender in form satisfactory to Lender, and all policies of insurance required by paragraphs A(ii), (iii), (viii),
(ix) and (x) shall name such Borrower as insured and Lender as an additional named insured.

(iii)    All policies of insurance shall contain an endorsement or agreement by the insurer that any loss shall be payable
in accordance with the terms of such policy notwithstanding any act or negligence of such Borrower or Lender which might
otherwise result in forfeiture of said insurance and the further agreement of the insurer waiving all rights of set-off, counterclaim
or deductions against such Borrower, and shall provide that the amount payable for any loss shall not be reduced by reason of
co-insurance.

(iv)    All policies of insurance shall contain a provision that they will not be cancelled or amended, including any
reduction in the scope or limits of coverage, without at least 30 days’ prior written notice to Lender.    
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Exhibit 10.387

18968978.4                                        (A.2)
02-24-15

PROMISSORY NOTE

$12,000,000
Chicago, Illinois February 25, 2015

1.    AGREEMENT TO PAY . For value received, APH&R PROPERTY HOLDINGS, LLC, a Georgia limited liability
company, NORTHRIDGE HC&R PROPERTY HOLDINGS, LLC , a Georgia limited liability company, and WOODLAND
HILLS HC PROPERTY HOLDINGS, LLC , a Georgia limited liability company (collectively, “Borrowers”), hereby jointly and
severally promise to pay to the order of THE PRIVATEBANK AND TRUST COMPANY , an Illinois banking corporation (the
“Lender”), the principal sum of $12,000,000 (the “Loan”), or so much of the Loan as may be advanced under and pursuant to that
certain Loan Agreement dated as of even date herewith (the “Loan Agreement”), executed by and among the Borrowers and the
Lender, on or before September 1, 2016 (the “Maturity Date”), at the time and place and in the manner hereinafter provided, together
with interest thereon at the rate or rates described below, and any and all other amounts which may be due and payable hereunder or
under any of the “Loan Documents” (as defined in the Loan Agreement) from time to time. All capitalized terms used and not
otherwise defined in this Note shall have the same meanings as in the Loan Agreement. Each disbursement on the Loan made by the
Lender, and all payments on account of the principal and interest thereof, shall be recorded on the books and records of the Lender and
the principal balance as shown on such books and records, or any copy thereof certified by an officer of the Lender, shall be rebuttably
presumptive evidence of the principal amount owing hereunder.

2.    INTEREST RATE.

2.1    Interest Prior to Default.

(a)    Certain Defined Terms. In addition to the terms defined in paragraphs (b) and (c) of this Section and elsewhere in this
Note, for purposes of this Note, the following terms shall have and be subject to the following respective meanings and provisions:

“Applicable Margin” means (i) in the case of the LIBOR Rate 4.25%, and (ii) in the case of the Floating Rate, 1.50%.

“Business Day” means any day other than a Saturday, Sunday or a legal holiday on which banks are authorized or
required to be closed for the conduct of commercial banking business in Chicago, Illinois.

“Floating Rate” means a floating per annum rate of interest equal to the Prime Rate plus the Applicable Margin.
Changes in the Floating Rate to be charged hereunder based on the Prime Rate shall take effect immediately upon the
occurrence of any change in the Prime Rate.
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“LIBOR Loan” means any portion of the principal balance of this Note at any time bearing interest at the LIBOR
Rate.

“LIBOR Loan Request” means a written request by the Borrowers which sets forth the amount and Interest Period
for a LIBOR Loan.

“Prime Loan” means any portion of the principal amount of this Note bearing interest at the Floating Rate.

“Prime Rate” means the floating per annum rate of interest most recently announced by the Lender at Chicago, Illinois
as its prime or base rate. A certificate made by an officer of the Lender stating the Prime Rate in effect on any given day, for the
purposes hereof, shall be conclusive evidence of the Prime Rate in effect on such day. The Prime Rate is a base reference rate
of interest adopted by the Lender as a general benchmark from which the Lender determines the floating interest rates
chargeable on various loans to borrowers with varying degrees of creditworthiness and the Borrowers acknowledge and agree
that the Lender has made no representations whatsoever that the Prime Rate is the interest rate actually offered by the Lender to
borrowers of any particular creditworthiness

(b)    LIBOR Rate. Except as otherwise expressly provided in this Note, interest shall accrue on the principal balance of this
Note through the Maturity Date at a rate of interest equal to a per annum rate of interest (the “LIBOR Rate”) equal to LIBOR (as
defined in paragraph (c) below) for the relevant Interest Period (as defined in paragraph (c) below), plus the Applicable Margin, such
LIBOR Rate to remain fixed for such Interest Period.

(c)    Additional Provisions Relating to LIBOR Rate. The following provisions shall apply with respect to the LIBOR Rate:

(i)    At the Loan Opening, the Borrowers shall deliver to the Lender a single LIBOR Loan Request, which shall
establish a single LIBOR Loan in an amount equal to the entire amount of proceeds disbursed on this Note at the Loan
Opening, with an Interest Period of one month, and if the Borrowers do not deliver such a LIBOR Loan Request the
Borrowers shall be deemed to have done so. At the time of each subsequent disbursement of proceeds disbursed on this Note,
the Borrowers shall deliver to the Lender a single LIBOR Loan Request, which shall establish a single LIBOR Loan in an
amount equal to the entire amount of such disbursement, with an Interest Period of one month, and if the Borrowers do not
deliver such a LIBOR Loan Request the Borrowers shall be deemed to have done so. If on the first day of any Interest Period
more than one LIBOR Loan is outstanding, such multiple LIBOR Loans shall be combined into a single LIBOR Loan.

(ii)    If pursuant to the LIBOR Loan Request, the initial Interest Period of any LIBOR Loan commences on any day
other than the first Business Day of any month, then the initial Interest Period of such LIBOR Loan shall end on the first day of
the following calendar month, beginning the first day of the month of March, 2015, notwithstanding the Interest Period
specified in the LIBOR Loan Request, and the LIBOR Rate used in calculating the interest rate for such LIBOR Loan shall be
a per annum rate of interest equal to LIBOR for an interest period equal to the length of such partial month, plus the Applicable
Margin. At the end of each Interest Period for each
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LIBOR Loan, such LIBOR Loan shall automatically renew (a “LIBOR Rollover”) for the Interest Period specified in the
LIBOR Loan Request at the then current LIBOR Rate, except that an Interest Period for a LIBOR Loan shall not automatically
renew with respect to any principal amount which is scheduled to be repaid before the last day of the applicable Interest Period,
and any such amounts shall bear interest at the Floating Rate, until repaid.

(iii)    “LIBOR” shall mean a rate of interest equal to (A) the per annum rate of interest at which United States dollar
deposits in an amount comparable to the amount of the relevant LIBOR Loan and for a period equal to the relevant Interest
Period are offered in the London Interbank Eurodollar market at 11:00 a.m. (London time) two Business Days prior to the
commencement of such Interest Period (or three Business Days prior to the commencement of such Interest Period if banks in
London, England were not open and dealing in offshore United States dollars on such second preceding Business Day), as
displayed in the Bloomberg Financial Markets system (or other authoritative source selected by the Lender in its sole
discretion), divided by (B) a number determined by subtracting from 1.00 the then stated maximum reserve percentage for
determining reserves to be maintained by member banks of the Federal Reserve System for Eurocurrency funding or liabilities
as defined in Regulation D (or any successor category of liabilities under Regulation D), such rate to remain fixed for such
Interest Period, or as LIBOR is otherwise determined by the Lender in its sole and absolute discretion. The Lender’s
determination of LIBOR shall be conclusive, absent manifest error.

(iv)    “Interest Period” shall mean, with regard to any LIBOR Loan, successive one month periods; provided,
however, that: (A) each Interest Period occurring after the initial Interest Period of any LIBOR Loan shall commence on the
day on which the preceding Interest Period for such LIBOR Loan expires, with interest for such day to be calculated at the
LIBOR Rate in effect for the new Interest Period; (B) whenever the last day of any Interest Period would otherwise occur on a
day other than a Business Day, the last day of such Interest Period shall be extended to occur on the next succeeding Business
Day; (C) whenever the first day of any Interest Period occurs on a date for which there is no numerically corresponding date in
the month in which such Interest Period terminates, such Interest Period shall end on the last day of such month, unless such
day is not a Business Day, in which case the Interest Period shall terminate on the first Business Day of the following month,
provided, however, that so long as the LIBOR Rollover remains in effect, all subsequent Interest Periods shall terminate on the
date of the month numerically corresponding to the date on which the initial Interest Period commenced; and (D) if at any time
the Interest Period for a LIBOR Loan expires less than one month before the Maturity Date, such LIBOR Loan shall
automatically renew at the then current LIBOR Rate for an Interest Period terminating on the Maturity Date.

(v)    If the Lender determines in good faith (which determination shall be conclusive, absent manifest error) prior to the
commencement of any Interest Period that (A) the making or maintenance of any LIBOR Loan would violate any applicable
law, rule, regulation or directive, whether or not having the force of law, (B) United States dollar deposits in the principal
amount, and for periods equal to the Interest Period, of any LIBOR Loan are not available in the London Interbank Eurodollar
market in the
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ordinary course of business, (C) by reason of circumstances affecting the London Interbank Eurodollar market, adequate and
fair means do not exist for ascertaining the LIBOR Rate to be applicable to the relevant LIBOR Loan, (D) the LIBOR Rate
does not accurately reflect the cost to the Lender of a LIBOR Loan, or (E) a “Default” or an “Event of Default” (each as
defined in Section 5 hereof) has occurred and is continuing, the Lender shall promptly notify the Borrowers thereof and, so
long as any of the foregoing conditions continue, the Lender will have no obligation to permit any principal of this Note to
become a LIBOR Loan. Following such a notice by the Lender, each existing LIBOR Loan, at the Borrowers’ option, shall be
(1) converted to a Prime Loan on the last Business Day of the then existing Interest Period, or (2) due and payable on the last
Business Day of the then existing Interest Period, without further demand, presentment, protest or notice of any kind, all of
which are hereby waived by the Borrowers.

(vi)    If, after the date hereof, a Regulatory Change (as hereinafter defined) shall, in the reasonable determination of the
Lender, make it unlawful for the Lender to make or maintain any LIBOR Loans, the Lender will have no obligation to permit
any principal of this Note to become a LIBOR Loan, and in such event, at the Borrowers’ option, each existing LIBOR Loan
shall be immediately (A) converted to a Prime Loan on the last Business Day of the then existing Interest Period or on such
earlier date as required by law, or (B) due and payable on the last Business Day of the then existing Interest Period or on such
earlier date as required by law, all without further demand, presentment, protest or notice of any kind, all of which are hereby
waived by the Borrowers. As used herein, “Regulatory Change” shall mean the introduction of, or any change in any
applicable law, treaty, rule, regulation or guideline or in the interpretation or administration thereof by any governmental
authority or any central bank or other fiscal, monetary or other authority having jurisdiction over the Lender or its lending
office.

(vii)    If any Regulatory Change (whether or not having the force of law) shall (A) impose, modify or deem applicable
any assessment, reserve, special deposit or similar requirement against assets held by, or deposits in or for the account of, or
loans by, or any other acquisition of funds or disbursements by, the Lender; (B) subject the Lender or any LIBOR Loan to any
tax, duty, charge, stamp tax or fee, or change the basis of taxation of payments to the Lender of principal or interest due from
the Borrowers hereunder (other than a change in the taxation of the overall net income of the Lender); or (C) impose on the
Lender any other condition regarding any LIBOR Loan or the Lender’s funding thereof, and the Lender shall determine
(which determination shall be conclusive, absent manifest error) that the result of the foregoing is to actually increase the cost to
the Lender of making or maintaining any LIBOR Loan or to reduce the amount of principal or interest received by the Lender
hereunder on any LIBOR Loan, then the Borrowers shall pay to the Lender, on demand, such additional amounts as the
Lender shall from time to time determine are sufficient to compensate and indemnify the Lender for such increased costs or
reduced amounts.

2.2    Interest After Default. From and after the Maturity Date or upon the occurrence and during the continuance of an Event
of Default, interest shall accrue on the unpaid principal balance during any such period at an annual rate (the “Default Rate”) 5.0%
greater than the interest rate which would otherwise be in effect under the terms of this Note. However, in no
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event shall the Default Rate exceed the maximum rate permitted by law. The interest accruing under this Section shall be immediately
due and payable by the Borrowers to the holder of this Note upon demand and shall be additional indebtedness evidenced by this
Note.

2.3    Interest Calculation. Interest on this Note shall be calculated on the basis of a 360-day year and the actual number of
days elapsed in any portion of a month in which interest is due. If any payment to be made by the Borrowers hereunder shall become
due on a day other than a Business Day, such payment shall be made on the next succeeding Business Day and such extension of time
shall be included in computing any interest in respect of such payment.

3.    PAYMENT TERMS.

3.1    Payment of Principal and Interest. Payments of principal and interest due under this Note, if not sooner declared to be
due in accordance with the provisions hereof, shall be made as follows:

(a)    On the first day of the month of March, 2015, and on the first day of each month thereafter through and including
the month in which the Maturity Date occurs, interest accrued on this Note shall be due and payable.

(b)    On the first day of the month of March, 2015, and on the first day of each month thereafter through and including
the month in which the Maturity Date occurs, in addition to accrued interest on this Note payable as provided in paragraph (a)
above, a payment of principal on this Note shall be due and payable in the amount of $18,400 (which has been calculated by
the Lender based on a 25-year amortization schedule), which amount is subject to being changed as provided in paragraph (c)
of this Section.

(c)    If a partial prepayment on the Loan occurs under Section 3.4 of the Loan Agreement in connection with a release
of a Project, then for each month after the month in which such partial prepayment occurs, the amount of the monthly principal
payment under paragraph (b) of this Section shall be a monthly amount based on a 25-year amortization schedule for the
principal balance outstanding on this Note immediately following such partial prepayment. The Lender shall calculate such
new monthly principal payment amount in the same manner as the monthly principal payment amount in paragraph (b) of this
Section was calculated, and the Lender shall give notice to the remaining Borrower of such new monthly principal payment
amount.

(d)    The unpaid principal balance of this Note, if not sooner paid or declared to be due in accordance with the terms
hereof, together with all accrued and unpaid interest thereon and any other amounts due and payable hereunder or under any of
the Loan Documents shall be due and payable in full on the Maturity Date.

3.2    Application of Payments. Prior to the occurrence of an Event of Default, all payments and prepayments on account of
the indebtedness evidenced by this Note shall be applied as follows: (i) first, to fees, expenses, costs and other similar amounts then due
and payable to the Lender, including, without limitation any prepayment premium, LIBOR indemnification, exit fee or late charges due
hereunder, (ii) second, to accrued and unpaid interest on the principal balance of this Note, (iii) third, to the payment of principal of this
Note due in the month in which the payment or prepayment is made, if any, (iv) fourth, to any escrows, impounds or other amounts
which may then be due and payable under the Loan Documents,
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(v) fifth, to any other amounts then due the Lender hereunder or under any of the other Loan Documents, and (vi) last, to the unpaid
principal balance of this Note in the inverse order of maturity. Any prepayment on account of the indebtedness evidenced by this Note
shall not extend or postpone the due date or reduce the amount of any subsequent monthly payment of principal and interest due
hereunder. After an Event of Default has occurred and is continuing, payments may be applied by the Lender to amounts owed
hereunder and under the other Loan Documents in such order as the Lender shall determine, in its sole discretion.

3.3    Method of Payments. All payments of principal and interest hereunder shall be paid by automatic debit, wire transfer,
check or in coin or currency which, at the time or times of payment, is the legal tender for public and private debts in the United States
of America and shall be made at such place as the Lender or the legal holder or holders of this Note may from time to time appoint in
the payment invoice or otherwise in writing, and in the absence of such appointment, then at the offices of the Lender at 120 South
LaSalle Street, Chicago, Illinois 60603. Payment made by check shall be deemed paid on the date the Lender receives such check;
provided, however, that if such check is subsequently returned to the Lender unpaid due to insufficient funds or otherwise, the
payment shall not be deemed to have been made and shall continue to bear interest until collected. Notwithstanding the foregoing, the
final payment due under this Note must be made by wire transfer or other immediately available funds. With the exception of interest
which under the terms of the Loan Documents is to be paid from a disbursement of proceeds of the Loan, interest, principal payments
and any fees and expenses owed the Lender from time to time will be deducted by the Lender automatically on the due date from the
Borrowers’ account with the Lender, as designated in writing by the Borrowers. The Borrowers will maintain sufficient funds in the
account on the dates the Lender enters debits authorized by this Note. If there are insufficient funds in the account on the date the
Lender enters any debit authorized by this Note, the debit will be reversed.

3.4    Late Charge. If any payment of interest or principal due hereunder is not made within five days after such payment is due
in accordance with the terms hereof, then, in addition to the payment of the amount so due, the Borrowers shall pay to the Lender a
“late charge” of five cents for each whole dollar so overdue to defray part of the cost of collection and handling such late payment. The
Borrowers agree that the damages to be sustained by the holder hereof for the detriment caused by any late payment are extremely
difficult and impractical to ascertain, and that the amount of five cents for each one dollar due is a reasonable estimate of such damages,
does not constitute interest, and is not a penalty.

3.5    Principal Prepayments. The principal of this Note may be prepaid, at any time and from time to time, in whole or in part,
without premium or penalty, provided that any such prepayment is accompanied by a simultaneous payment of all accrued and unpaid
interest on this Note to the date of such prepayment. Any amounts prepaid on this Note may not be borrowed again.

3.6    Loan Fees. In consideration of the Lender’s agreement to make the Loan, the Borrowers shall pay to the Lender a non-
refundable fee in the amount of $48,000, which shall be due and payable in full as a condition precedent to any disbursement of
proceeds under this Note.

4.    SECURITY; LOAN DOCUMENTS. This Note is secured by the Loan Agreement, the Mortgages, the Assignments of
Rents and the other Loan Documents. Reference is hereby made to the Loan Agreement, the Mortgages, the Assignments of Rents and
the other
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Loan Documents (all of which are incorporated herein by reference as fully and with the same effect as if set forth herein at length) for
a statement of the covenants and agreements contained therein, a statement of the rights, remedies, and security afforded thereby, and
all matters therein contained.

5.    EVENTS OF DEFAULT . The occurrence of any one or more of the following events shall constitute an “Event of
Default” under this Note:

(a)    The failure by the Borrowers to pay (i) any installment of principal or interest payable pursuant to this Note on the
date when due in accordance with the terms hereof, or (ii) any other amount payable to the Lender under this Note on the date
when any such payment is due in accordance with the terms hereof; or

(b)    The occurrence of any “Event of Default” under the Loan Agreement, any Mortgage or any of the other Loan
Documents.

For purposes of this Note, the term “Default” means the occurrence or existence of any event or circumstance which, with the giving
of notice or passage of time, or both, would constitute an Event of Default.

6.    REMEDIES. At the election of the holder hereof, and without notice, the principal balance remaining unpaid under this
Note, and all unpaid interest accrued thereon and any other amounts due hereunder, shall be and become immediately due and payable
in full upon the occurrence of any Event of Default, and in the event of the occurrence of certain Events of Default under the Loan
Agreement, this Note shall automatically become due and payable immediately as provided in the Loan Agreement. Failure to exercise
this option shall not constitute a waiver of the right to exercise same in the event of any subsequent Event of Default. No holder hereof
shall, by any act of omission or commission, be deemed to waive any of its rights, remedies or powers hereunder or otherwise unless
such waiver is in writing and signed by the holder hereof, and then only to the extent specifically set forth therein. The rights, remedies
and powers of the holder hereof, as provided in this Note, the Mortgages and in all of the other Loan Documents are cumulative and
concurrent, and may be pursued singly, successively or together against the Borrowers, any Guarantor hereof, the Projects and any
other security given at any time to secure the repayment hereof, all at the sole discretion of the holder hereof. If any suit or action is
instituted or attorneys are employed to collect this Note or any part hereof, the Borrowers promise and agree to pay all costs of
collection, including reasonable attorneys’ fees and court costs.

7.    COVENANTS AND WAIVERS. The Borrowers and all others who now or may at any time become liable for all or any
part of the obligations evidenced hereby, expressly agree hereby to be jointly and severally bound, and jointly and severally: (i) waive
and renounce any and all homestead, redemption and exemption rights and the benefit of all valuation and appraisement privileges
against the indebtedness evidenced by this Note or by any extension or renewal hereof; (ii) waive presentment and demand for
payment, notices of nonpayment and of dishonor, protest of dishonor, and notice of protest; (iii) waive any and all notices in
connection with the delivery and acceptance hereof and all other notices in connection with the performance, default, or enforcement
of the payment hereof or hereunder; (iv) waive any and all lack of diligence and delays in the enforcement of the payment hereof;
(v) agree that the liability of the Borrowers and each guarantor, endorser or obligor shall be unconditional and without regard to the
liability of any other person or entity for the payment hereof, and shall not in any manner
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be affected by any indulgence or forbearance granted or consented to by the Lender to any of them with respect hereto; (vi) consent to
any and all extensions of time, renewals, waivers, or modifications that may be granted by the Lender with respect to the payment or
other provisions hereof, and to the release of any security at any time given for the payment hereof, or any part thereof, with or without
substitution, and to the release of any person or entity liable for the payment hereof; and (vii) consent to the addition of any and all
other makers, endorsers, guarantors, and other obligors for the payment hereof, and to the acceptance of any and all other security for
the payment hereof, and agree that the addition of any such makers, endorsers, guarantors or other obligors, or security shall not affect
the liability of the Borrowers, any guarantor and all others now liable for all or any part of the obligations evidenced hereby. This
provision is a material inducement for the Lender making the Loan to the Borrowers.

8.    GENERAL AGREEMENTS.

8.1    Incorporation of Section 12.2 of Loan Agreement. The provisions of Section 12.2 of the Loan Agreement are hereby
incorporated into and made a part of this Note.

8.2    Usury and Truth in Lending. The Loan is a “business loan” within the meaning of subparagraph (1)(c) contained in
Section 205/4 of Chapter 815 of the Illinois Compiled Statutes, as amended, and does not violate the provisions of the usury laws of
the State, any consumer credit laws or the usury laws of any state which may have jurisdiction over this transaction, the Borrowers or
any property securing the Loan. The Loan is an exempted transaction under the Truth In Lending Act, 15 U.S.C., §1601, et seq., as
amended.

8.3    Time. Time is of the essence hereof.

8.4    Governing Law. This Note is governed and controlled as to validity, enforcement, interpretation, construction, effect and
in all other respects by the statutes, laws and decisions of the State of Illinois, without regard to its conflict of laws provisions.

8.5    Entire Agreement; Amendments . This Note sets forth all of the covenants, promises, agreements, conditions and
understandings of the parties relating to the subject matter of this Note, and there are no covenants, promises, agreements, conditions or
understandings, either oral or written, between them other than as are herein set forth. Each Borrower acknowledges that it is executing
this Note without relying on any statements, representations or warranties, either oral or written, that are not expressly set forth herein.
This Note may not be changed or amended orally but only by an instrument in writing signed by the party against whom enforcement
of the change or amendment is sought.

8.6    No Joint Venture. The Lender shall not be construed for any purpose to be a partner, joint venturer, agent or associate of
the Borrowers or of any lessee, operator, concessionaire or licensee of the Borrowers in the conduct of their business, and by the
execution of this Note, the Borrowers agree to indemnify, defend, and hold the Lender harmless from and against any and all damages,
costs, expenses and liability that may be incurred by the Lender as a result of a claim that the Lender is such partner, joint venturer,
agent or associate.

8.7    Disbursement. This Note has been made and delivered at Chicago, Illinois and all funds disbursed to or for the benefit of
the Borrowers will be disbursed in Chicago, Illinois.
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8.8    Joint and Several Obligations; Successors and Assigns. If this Note is executed by more than one party, the obligations
and liabilities of each Borrower under this Note shall be joint and several. This Note shall be binding upon and enforceable against
each Borrower and their respective successors and assigns. This Note shall inure to the benefit of and may be enforced by the Lender
and its successors and assigns.

8.9    Severable Provisions. If any provision of this Note is deemed to be invalid by reason of the operation of law, or by
reason of the interpretation placed thereon by any administrative agency or any court, the Borrowers and the Lender shall negotiate an
equitable adjustment in the provisions of the same in order to effect, to the maximum extent permitted by law, the purpose of this Note,
and the validity and enforceability of the remaining provisions, or portions or applications thereof, shall not be affected thereby and
shall remain in full force and effect.

8.10    Interest Limitation. If the interest provisions herein or in any of the Loan Documents shall result, at any time during the
Loan, in an effective rate of interest which, for any month, exceeds the limit of usury or other laws applicable to the Loan, all sums in
excess of those lawfully collectible as interest for the period in question shall, without further agreement or notice between or by any
party hereto, be applied upon principal immediately upon receipt of such monies by the Lender, with the same force and effect as
though the payer has specifically designated such extra sums to be so applied to principal and the Lender had agreed to accept such
extra payment(s) as a premium-free prepayment. Notwithstanding the foregoing, however, the Lender may at any time and from time
to time elect by notice in writing to the Borrowers to reduce or limit the collection to such sums which, when added to the said first-
stated interest, shall not result in any payments toward principal in accordance with the requirements of the preceding sentence. In no
event shall any agreed to or actual exaction as consideration for this Loan transcend the limits imposed or provided by the law
applicable to this transaction or the maker hereof for the use or detention of money or for forbearance in seeking its collection.

8.11    Assignability. The Lender may at any time assign its rights in this Note and the Loan Documents, or any part thereof
and transfer its rights in any or all of the collateral, and the Lender thereafter shall be relieved from all liability with respect to such
collateral. In addition, the Lender may at any time sell one or more participations in this Note. The Borrowers may not assign their
interest in this Note, or any other agreement with the Lender or any portion thereof, either voluntarily or by operation of law, without
the prior written consent of the Lender.

9.    NOTICES. All notices required under this Note will be in writing and will be transmitted in the manner and to the
addresses required by the Loan Agreement, or to such other addresses as the Lender and the Borrowers may specify from time to time
in writing.

10.    LITIGATION PROVISIONS.

10.1    Consent to Jurisdiction. EACH BORROWER CONSENTS AND SUBMITS TO THE JURISDICTION OF
ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL
COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH ITS PROJECT IS LOCATED, IN
WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS NOTE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.
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10.2    Consent to Venue. EACH BORROWER AGREES THAT ANY LEGAL PROCEEDING RELATING TO
THIS NOTE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST SUCH
BORROWER IN ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY STATE OR
FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH ITS PROJECT IS
LOCATED. EACH BORROWER WAIVES ANY OBJECTION TO VENUE IN ANY SUCH COURT AND WAIVES
ANY RIGHT IT MAY HAVE TO TRANSFER OR CHANGE THE VENUE FROM ANY SUCH COURT.

10.3    No Proceedings in Other Jurisdictions. EACH BORROWER AGREES THAT IT WILL NOT COMMENCE
ANY LEGAL PROCEEDING AGAINST THE LENDER RELATING IN ANY MANNER TO THIS NOTE, THE LOAN
OR ANY OF THE OTHER LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL COURT
LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY THE LENDER
AGAINST SUCH BORROWER IN A COURT IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM IN
SUCH LEGAL PROCEEDING.

10.4    Waiver of Jury Trial . EACH BORROWER HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL
PROCEEDING RELATING TO THIS NOTE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

11.    Customer Identification - USA Patriot Act Notice; OFAC and Bank Secrecy Act .  The Lender hereby notifies the
Borrowers that pursuant to the requirements of the USA Patriot Act (Title III of Pub. L. 107-56, signed into law October 26, 2001)
(the “Act”), and the Lender’s policies and practices, the Lender is required to obtain, verify and record certain information and
documentation that identifies the Borrowers, which information includes the name and address of the Borrowers and such other
information that will allow the Lender to identify the Borrowers in accordance with the Act. In addition, the Borrowers shall (a) ensure
that no person who owns a controlling interest in or otherwise controls any Borrower or any subsidiary of any Borrower is or shall be
listed on the Specially Designated Nationals and Blocked Person List or other similar lists maintained by the Office of Foreign Assets
Control (“OFAC”), the Department of the Treasury or included in any Executive Orders, (b) not use or permit the use of the proceeds
of the Loan to violate any of the foreign asset control regulations of OFAC or any enabling statute or Executive Order relating thereto,
and (c) comply, and cause any of its subsidiaries to comply, with all applicable Bank Secrecy Act ( “BSA”) laws and regulations, as
amended.

12.    EXPENSES AND INDEMNIFICATION . The Borrowers shall pay all costs and expenses incurred by the Lender in
connection with the preparation of this Note and the Loan Documents, including, without limitation, reasonable attorneys’ fees and
time charges of attorneys who may be employees of the Lender or any affiliate or parent of the Lender. The Borrowers shall pay any
and all stamp and other taxes, UCC search fees, filing fees and other costs and expenses in connection with the execution and delivery
of this Note and the other instruments and documents to be delivered hereunder, and agrees to save the Lender harmless from and
against any and all liabilities with respect to or resulting from any delay in paying or omission to pay such costs and expenses. Each
Borrowers hereby authorize the Lender to charge any account of such Borrower with the Lender for all sums due under this Section.
The Borrowers also agree to defend (with counsel satisfactory to the Lender), protect, indemnify and hold harmless the Lender, any
parent corporation, affiliated corporation or subsidiary of the Lender,
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and each of their respective officers, directors, employees, attorneys and agents (each an “Indemnified Party”) from and against any
and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs, expenses and distributions of any kind
or nature (including, without limitation, the disbursements and the reasonable fees of counsel for each Indemnified Party thereto, which
shall also include, without limitation, attorneys’ fees and time charges of attorneys who may be employees of the Lender, any parent
corporation or affiliated corporation of the Lender), which may be imposed on, incurred by, or asserted against, any Indemnified Party
(whether direct, indirect or consequential and whether based on any federal, state or local laws or regulations, including, without
limitation, securities, environmental laws and commercial laws and regulations, under common law or in equity, or based on contract
or otherwise) in any manner relating to or arising out of this Note or any of the Loan Documents, or any act, event or transaction
related or attendant thereto, the preparation, execution and delivery of this Note and the Loan Documents, the making or issuance and
management of the Loan, the use or intended use of the proceeds of this Note and the enforcement of the Lender’s rights and remedies
under this Note, the Loan Documents any other instruments and documents delivered hereunder, or under any other agreement
between the Borrowers and the Lender; provided, however, that the Borrowers shall not have any obligations hereunder to any
Indemnified Party with respect to matters caused by or resulting from the willful misconduct or gross negligence of such Indemnified
Party. To the extent that the undertaking to indemnify set forth in the preceding sentence may be unenforceable because it violates any
law or public policy, the Borrowers shall satisfy such undertaking to the maximum extent permitted by applicable law. Any liability,
obligation, loss, damage, penalty, cost or expense covered by this indemnity shall be paid to each Indemnified Party on demand, and
failing prompt payment, together with interest thereon at the Default Rate from the date incurred by each Indemnified Party until paid
by the Borrowers, shall be added to the obligations of the Borrowers evidenced by this Note and secured by the collateral securing this
Note. The provisions of this Section shall survive the satisfaction and payment of this Note.

[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]
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IN WITNESS WHEREOF, the Borrowers have executed and delivered this Promissory Note as of the day and year first
above written.

APH&R Property Holdings, LLC
NORTHRIDGE HC&R Property Holdings, LLC
WOODLAND HILLS HC PROPERTY HOLDINGS, LLC

By /s/ William McBride III            
William McBride III, Manager of Each Borrower

- AdCare Arkansas 3 Owner Loan Note -
- Signature Page -
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Exhibit 10.388

18985034.2                                         (3.1)
02-24-15

This Document Prepared by
and after Recording Return to:

Elizabeth Pfeiler Marriott
Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
________________________________________________________________________

MORTGAGE, SECURITY AGREEMENT,
ASSIGNMENT OF RENTS AND LEASES AND FIXTURE FILING

THIS MORTGAGE, SECURITY AGREEMENT, ASSIGNMENT OF RENTS AND LEASES AND FIXTURE
FILING dated as of February 25, 2015 (this “Mortgage”), is executed by WOODLAND HILLS HC PROPERTY HOLDINGS,
LLC, a Georgia limited liability company (the “Mortgagor”), whose address is Two Buckhead Plaza, 3050 Peachtree Road NW,
Suite 355, Atlanta, Georgia 30305, to and for the benefit of THE PRIVATEBANK AND TRUST COMPANY, an Illinois banking
corporation (the “Lender”), whose address is 120 South LaSalle Street, Chicago, Illinois 60603.

RECITALS

A.    Pursuant to the terms and conditions of a Loan Agreement of even date herewith (the “Loan Agreement”) by and among
the Mortgagor, APH&R Property Holdings, LLC, a Georgia limited liability company, and Northridge HC&R Property Holdings,
LLC, a Georgia limited liability company (the Mortgagor together with APH&R Property Holdings, LLC, and Northridge HC&R
Property Holdings, LLC, the “Borrowers”) and the Lender, the Lender has agreed to make a loan to the Borrowers in the maximum
principal amount of $12,000,000 (the “Loan”).

B.    The Loan shall be evidenced by a Promissory Note of even date herewith (the “Note”), executed by the Borrowers and
made payable to the order of the Lender, the terms of which Note are hereby incorporated into and made a part of this Mortgage with
the same effect as if set forth in full herein. The Note is in the principal amount of the Loan and is due on September 1, 2016 (the
“Maturity Date”), except as it may be accelerated pursuant to the terms hereof, or of the Note or the Loan Agreement or any of the
other “Loan Documents” (as defined in the Loan Agreement), and bears interest at variable rates of interest based on various
published rates as set forth in the Note.
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C.    A condition precedent to the Lender’s extension of the Loan to the Borrowers is the execution and delivery by the
Mortgagor of this Mortgage.

AGREEMENTS

FOR GOOD AND VALUABLE CONSIDERATION , including the indebtedness hereby secured, the receipt and
sufficiency of which are hereby acknowledged, the Mortgagor agrees as follows:

The Mortgagor hereby mortgages, grants, bargains, sells, assigns, remises, releases, warrants and conveys to the Lender, its
successors and assigns, and grants a security interest in, the following described property, rights and interests (referred to collectively
herein as the “Premises”), all of which property, rights and interests are hereby pledged primarily and on a parity with the Real Estate
(as defined below) and not secondarily, and as to any portion of the Premises constituting property subject to the “Code” (as defined in
Section 36 of this Mortgage), this Mortgage is intended to be a security agreement under the Code for the purpose of creating hereby a
security interest in such portion of the Premises, which the Mortgagor hereby grants to the Lender as secured party, and with all terms
used below with respect to such portions of the Premises which are defined in the Code to have the meanings provided in the Code:

(a)    The real estate located in the County of Pulaski, State of Arkansas and legally described on Exhibit A  attached
hereto and made a part hereof (the “Real Estate”);

(b)    All improvements of every nature whatsoever now or hereafter situated on the Real Estate, and all fixtures and
personal property of every nature whatsoever now or hereafter owned by the Mortgagor and located on, or used in connection
with the Real Estate or the improvements thereon, or in connection with any construction thereon, including all extensions,
additions, improvements, betterments, renewals, substitutions and replacements to any of the foregoing and all of the right, title
and interest of the Mortgagor in and to any such personal property or fixtures together with the benefit of any deposits or
payments now or hereafter made on such personal property or fixtures by the Mortgagor or on its behalf (the
“Improvements”);

(c)    All easements, rights of way, gores of real estate, streets, ways, alleys, passages, sewer rights, waters, water
courses, water rights and powers, all oil, gas and other minerals, whether surface or subsurface, and all estates, rights, titles,
interests, privileges, liberties, tenements, hereditaments and appurtenances whatsoever, in any way now or hereafter belonging,
relating or appertaining to the Real Estate, and the reversions, remainders, rents, issues and profits thereof, and all the estate,
right, title, interest, property, possession, claim and demand whatsoever, at law as well as in equity, of the Mortgagor of, in and
to the same;

(d)    All rents, revenues, issues, profits, proceeds, income, royalties, accounts, including health-care-insurance
receivables, escrows, letter-of-credit rights, security deposits, impounds, reserves, tax refunds and other rights to monies from
the Premises and/or the businesses and operations conducted by the Mortgagor thereon, to be applied against the Indebtedness
(as hereinafter defined); provided,
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however, that the Mortgagor, so long as no “Event of Default” (as defined in Section 36 of this Mortgage) has occurred and is
continuing hereunder, may collect rent as it becomes due, but not more than one month in advance thereof;

(e)    All interest of the Mortgagor in all leases now or hereafter on the Premises, whether written or oral (each, a
“Lease”, and collectively, the “Leases”), together with all security therefor and all monies payable thereunder, subject,
however, to the conditional permission hereinabove given to the Mortgagor to collect the rentals under any such Lease;

(f)    All fixtures and articles of personal property now or hereafter owned by the Mortgagor and forming a part of or
used in connection with the Real Estate or the Improvements, including, but without limitation, any and all air conditioners,
antennae, appliances, apparatus, awnings, basins, bathtubs, bidets, boilers, bookcases, cabinets, carpets, computer hardware
and software used in the operation of the Premises, coolers, curtains, dehumidifiers, disposals, doors, drapes, dryers, ducts,
dynamos, elevators, engines, equipment, escalators, exercise equipment, fans, fittings, floor coverings, furnaces, furnishings,
furniture, hardware, heaters, humidifiers, incinerators, lighting, machinery, motors, ovens, pipes, plumbing, pumps, radiators,
ranges, recreational facilities, refrigerators, screens, security systems, shades, shelving, sinks, sprinklers, stokers, stoves, toilets,
ventilators, wall coverings, washers, windows, window coverings, wiring, and all renewals or replacements thereof or articles
in substitution therefor, whether or not the same are or shall be attached to the Real Estate or the Improvements in any manner;
it being mutually agreed that all of the aforesaid property owned by the Mortgagor and placed on the Real Estate or the
Improvements, so far as permitted by law, shall be deemed to be fixtures, a part of the realty, and security for the Indebtedness
(as hereinafter defined); notwithstanding the agreement hereinabove expressed that certain articles of property form a part of the
realty covered by this Mortgage and be appropriated to its use and deemed to be realty, to the extent that such agreement and
declaration may not be effective and that any of said articles may constitute goods (as such term is used in the Code), this
instrument shall constitute a security agreement, creating a security interest in such goods, as collateral, in the Lender, as
secured party, and the Mortgagor, as debtor, all in accordance with the Code;

(g)    All of the Mortgagor’s interests in general intangibles including payment intangibles and software now owned or
hereafter acquired and related to the Premises, including, without limitation, all of the Mortgagor’s right, title and interest in and
to: (i) all agreements, licenses, permits and contracts to which the Mortgagor is or may become a party and which relate to the
Premises; (ii) all obligations and indebtedness owed to the Mortgagor thereunder; (iii) all intellectual property related to the
Premises; and (iv) all choses in action and causes of action relating to the Premises;

(h)    All of the Mortgagor’s accounts now owned or hereafter created or acquired which relate to the Premises or the
businesses and operations conducted thereon, including, without limitation, all of the following now owned or hereafter created
or acquired by the Mortgagor: (i) accounts, contract rights, health-care-insurance receivables, book debts, notes, drafts, and
other obligations or indebtedness owing to the Mortgagor arising from the sale, lease or exchange of
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goods or other property and/or the performance of services; (ii) the Mortgagor’s rights in, to and under all purchase orders for
goods, services or other property; (iii) the Mortgagor’s rights to any goods, services or other property represented by any of the
foregoing; (iv) monies due or to become due to the Mortgagor under all contracts for the sale, lease or exchange of goods or
other property and/or the performance of services including the right to payment of any interest or finance charges in respect
thereto (whether or not yet earned by performance on the part of the Mortgagor); (v) securities, investment property, financial
assets and securities entitlements; (vi) proceeds of any of the foregoing and all collateral security and guaranties of any kind
given by any person or entity with respect to any of the foregoing; and (vii) all warranties, guarantees, permits and licenses in
favor of the Mortgagor with respect to the Premises;

(i)    All proceeds of the foregoing, including, without limitation, all judgments, awards of damages and settlements
hereafter made resulting from condemnation proceeds or the taking of the Premises or any portion thereof under the power of
eminent domain, any proceeds of any policies of insurance, maintained with respect to the Premises or proceeds of any sale,
option or contract to sell the Premises or any portion thereof; and

(j)    Any and all judgments in connection with the foregoing.

TO HAVE AND TO HOLD the Premises, unto the Lender, its successors and assigns, forever, for the purposes and upon the
uses herein set forth together with all right to possession of the Premises after the occurrence and during the continuance of any Event
of Default under this Mortgage; the Mortgagor hereby RELEASING AND WAIVING  all rights under and by virtue of the
homestead exemption laws of the State of Arkansas.

FOR THE PURPOSE OF SECURING the following (collectively, the “Indebtedness”):

(i)    The payment by the Borrowers of the Loan and all interest, late charges, LIBOR breakage charges, prepayment
premium, if any, exit fee, if any, interest rate swap or hedge expenses, if any, reimbursement obligations, fees and expenses for
letters of credit issued by the Lender for the account of the Borrowers, if any, and other indebtedness evidenced by or owing
under the Note, any of the other Loan Documents, and any application for letters of credit and master letter of credit agreement,
together with any renewals, extensions, replacements, amendments, modifications and refinancings of any of the foregoing;

(ii)    The performance and observance of the covenants, conditions, agreements, representations, warranties and other
liabilities and obligations of the Borrowers or any other obligor to or benefiting the Lender which are evidenced or secured by
or otherwise provided in the Note, this Mortgage or any of the other Loan Documents;

(iii)    Any and all obligations, contingent or otherwise, whether now existing or hereafter arising, of the Borrowers
arising under or in connection with all Bank Product Obligations and all Bank Product Agreements to which the Lender is a
party, including, without limitation, all Hedging Transactions and Hedging
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Agreements to which the Lender is a party (as each capitalized term used in this paragraph is defined in Section 36 hereof); and

(iv)    The reimbursement to the Lender of any and all sums incurred, expended or advanced by the Lender pursuant to
any term or provision of or constituting additional indebtedness under or secured by this Mortgage, any of the other Loan
Documents, any such Bank Product Obligations and Bank Product Agreements or any application for letters of credit and
master letter of credit agreement, with interest thereon as provided herein or therein.

PROVIDED, HOWEVER, that if the Borrowers shall pay the principal and all interest as provided in the Note and if all other
sums secured hereby are paid, and if the Mortgagor shall pay all other sums herein provided for, and shall well and truly keep and
perform all of the covenants herein contained, then this conveyance shall be null and void and may be cancelled of record at the
request and at the cost of the Mortgagor, otherwise to remain in full force and effect.

IT IS FURTHER UNDERSTOOD AND AGREED THAT:

1.    Title. The Mortgagor represents, warrants and covenants that (a) the Mortgagor is the owner and holder of the fee simple
title to the Premises, free and clear of all liens and encumbrances, except those conveyances, liens and encumbrances in favor of the
Lender and except for “Permitted Exceptions” (as defined in the Loan Agreement); and (b) the Mortgagor has legal power and
authority to convey, mortgage and encumber the Premises.

2.    Maintenance, Repair, Restoration, Prior Liens, Parking. The Mortgagor covenants that, so long as any portion of the
Indebtedness remains unpaid, the Mortgagor will:

(a)    Promptly repair, restore or rebuild any Improvements now or hereafter on the Premises which may become
damaged or be destroyed to a condition substantially similar to the condition immediately prior to such damage or destruction,
whether or not proceeds of insurance are available or sufficient for the purpose;

(b)    Keep the Premises in good condition and repair, without waste, and free from mechanics’, materialmen’s or like
liens or claims or other liens or claims for lien (other than Permitted Exceptions and subject to the Mortgagor’s right to contest
liens as permitted by the terms of Section 26 hereof);

(c)    Pay when due the Loan in accordance with the terms of the Note and the other Loan Documents and duly perform
and observe all of the terms, covenants and conditions to be observed and performed by the Mortgagor under the Note, this
Mortgage and the other Loan Documents;

(d)    Pay when due any indebtedness which may be secured by a permitted lien or charge on the Premises on a parity
with, superior to or inferior to this Mortgage, and upon request exhibit satisfactory evidence of the discharge of such lien to the
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Lender (subject to the Mortgagor’s right to contest liens as permitted by the terms of Section 26 hereof);

(e)    Complete within a reasonable time any improvements at any time in the process of erection upon the Premises;

(f)    Comply with all requirements of law, municipal ordinances or restrictions and covenants of record with respect to
the Premises and the use thereof;

(g)    Obtain and maintain in full force and effect, and abide by and satisfy the material terms and conditions of, all
material permits, licenses, registrations and other authorizations with or granted by any governmental authorities that may be
required from time to time with respect to the performance of the Mortgagor’s obligations under this Mortgage;

(h)    Make no material alterations in the Premises or demolish any portion of the Premises without the Lender’s prior
written consent, except as required by law or municipal ordinance;

(i)    Suffer or permit no change in the use or general nature of the occupancy of the Premises, without the Lender’s prior
written consent;

(j)    Pay when due all operating costs of the Premises;

(k)    Not initiate or acquiesce in any zoning reclassification with respect to the Premises, without the Lender’s prior
written consent;

(l)    Provide and thereafter maintain adequate parking areas within the Premises as may be required by law, ordinance
or regulation (whichever may be greater), together with any sidewalks, aisles, streets, driveways and sidewalk cuts and
sufficient paved areas for ingress, egress and right of way to and from the adjacent public thoroughfares necessary or desirable
for the use thereof; and

(m)    Comply with, and cause the Premises at all times to be operated in compliance with, all applicable federal, state,
local and municipal environmental, health and safety laws, statutes, ordinances, rules and regulations.

3.    Payment of Taxes and Assessments . The Mortgagor will pay when due and before any penalty attaches, all general and
special taxes, assessments, water charges, sewer charges, and other fees, taxes, charges and assessments of every kind and nature
whatsoever (all herein generally called “Taxes”), whether or not assessed against the Mortgagor, if applicable to the Premises or any
interest therein, or the Indebtedness, or any obligation or agreement secured hereby, subject to the Mortgagor’s right to contest the
same, as provided by the terms hereof; and the Mortgagor will, upon written request, furnish to the Lender duplicate receipts therefor
within 10 days after the Lender’s request.

4.    Tax Deposits. If requested by the Lender, the Mortgagor shall deposit with the Lender, on the first day of each month until
the Indebtedness is fully paid, a sum equal to 1/12th of 105% of the most recent ascertainable annual Taxes on the Premises. If
requested by the Lender, the Mortgagor shall also deposit with the Lender an amount of money which, together with the aggregate of
the monthly deposits to be made pursuant to the preceding
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sentence as of one month prior to the date on which the next installment of annual Taxes for the current calendar year become due,
shall be sufficient to pay in full such installment of annual Taxes, as estimated by the Lender. Such deposits are to be held without any
allowance of interest and are to be used for the payment of Taxes next due and payable when they become due. So long as no Event of
Default under this Mortgage shall exist, the Lender shall, at its option, pay such Taxes when the same become due and payable (upon
submission of appropriate bills therefor from the Mortgagor) or shall release sufficient funds to the Mortgagor for the payment thereof.
If the funds so deposited are insufficient to pay any such Taxes for any year (or installments thereof, as applicable) when the same shall
become due and payable, the Mortgagor shall, within 10 days after receipt of written demand therefor, deposit additional funds as may
be necessary to pay such Taxes in full. If the funds so deposited exceed the amount required to pay such Taxes for any year, the excess
shall be applied toward subsequent deposits. Said deposits need not be kept separate and apart from any other funds of the Lender. The
Lender, in making any payment hereby authorized relating to Taxes, may do so according to any bill, statement or estimate procured
from the appropriate public office without inquiry into the accuracy of such bill, statement or estimate or into the validity of any tax,
assessment, sale, forfeiture, tax lien or title or claim thereof. The Lender shall not exercise its right to require such deposits so long as
the Borrower has paid all Taxes when due.

5.    Lender’s Interest In and Use of Deposits. Upon an Event of Default under this Mortgage, the Lender may, at its option,
apply any monies at the time on deposit pursuant to Section 4 hereof to cure any Event of Default under this Mortgage or to pay any of
the Indebtedness in such order and manner as the Lender may elect. If such deposits are used to cure an Event of Default or pay any of
the Indebtedness, the Mortgagor shall immediately, upon demand by the Lender, deposit with the Lender an amount equal to the
amount so used from the deposits. When the Indebtedness has been fully paid, any remaining deposits shall be returned to the
Mortgagor. Such deposits are hereby pledged as additional security for the Indebtedness and shall not be subject to the direction or
control of the Mortgagor. The Lender shall not be liable for any failure to apply to the payment of Taxes any amount so deposited
unless the Mortgagor, prior to an Event of Default under this Mortgage, shall have requested the Lender in writing to make application
of such funds to the payment of such amounts, accompanied by the bills for such Taxes. The Lender shall not be liable for any act or
omission taken in good faith or pursuant to the instruction of any party.

6.    Insurance.

(a)    The Mortgagor shall at all times keep all buildings, improvements, fixtures and articles of personal property now or
hereafter situated on the Premises insured against loss or damage by fire and such other hazards as may reasonably be required by the
Lender, in accordance with the terms, coverages and provisions described in the Loan Agreement, and such other insurance as the
Lender may from time to time reasonably require. Unless the Mortgagor provides the Lender evidence of the insurance coverages
required hereunder, the Lender may purchase insurance at the Mortgagor’s expense to cover the Lender’s interest in the Premises. The
insurance may, but need not, protect the Mortgagor’s interest. The coverages that the Lender purchases may not pay any claim that the
Mortgagor makes or any claim that is made against the Mortgagor in connection with the Premises. The Mortgagor may later cancel
any insurance purchased by the Lender, but only after providing the Lender with evidence that the Mortgagor has obtained insurance
as required by this
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Mortgage. If the Lender purchases insurance for the Premises, the Mortgagor will be responsible for the costs of such insurance,
including, without limitation, interest and any other charges which the Lender may impose in connection with the placement of the
insurance, until the effective date of the cancellation or expiration of the insurance. The costs of the insurance may be added to the
Indebtedness. The cost of the insurance may be more than the cost of insurance the Mortgagor may be able to obtain on its own.

(b)    The Mortgagor shall not take out separate insurance concurrent in form or contributing in the event of loss with that
required to be maintained hereunder unless the Lender is included thereon as the loss payee or an additional insured as applicable,
under a standard mortgage clause acceptable to the Lender and such separate insurance is otherwise acceptable to the Lender.

(c)    In the event of loss, the Mortgagor shall give prompt notice thereof to the Lender, and the Lender shall have the sole and
absolute right to make proof of loss. The Lender shall have the right, at its option and in its sole discretion, to apply any insurance
proceeds arising from such loss, after the payment of all of the Lender’s expenses, either (i) on account of the Indebtedness,
irrespective of whether such principal balance is then due and payable, whereupon the Lender may declare the whole of the balance of
Indebtedness to be due and payable, or (ii) to the restoration or repair of the property damaged as provided in paragraph (d) of this
Section. If insurance proceeds are made available to the Mortgagor by the Lender as hereinafter provided, the Mortgagor shall repair,
restore or rebuild the damaged or destroyed portion of the Premises so that the condition and value of the Premises are substantially the
same as the condition and value of the Premises prior to being damaged or destroyed. Any insurance proceeds applied on account of
the unpaid principal balance of the Note shall be subject to the prepayment provisions contained in the Loan Agreement and the Note.
In the event of foreclosure of this Mortgage, all right, title and interest of the Mortgagor in and to any insurance policies then in force
shall pass to the purchaser at the foreclosure sale.

(d)    If insurance proceeds are made available by the Lender to the Mortgagor, the following provisions shall apply:

(i)    Before commencing to repair, restore or rebuild following damage to, or destruction of, all or a portion of the
Improvements, whether by fire or other casualty, the Mortgagor shall obtain from the Lender its approval of all site and
building plans and specifications pertaining to such repair, restoration or rebuilding.

(ii)    Prior to each payment or application of any insurance proceeds to the repair or restoration of such Improvements
(which payment or application may be made, at the Lender’s option, through an escrow, the terms and conditions of which are
satisfactory to the Lender and the cost of which is to be borne by the Mortgagor), the Lender shall be satisfied as to the
following:

(A)    No “Default” (as defined in Section 36 of this Mortgage) or Event of Default under this Mortgage has
occurred and is continuing;

(B)    Either such Improvements have been fully restored, or the expenditure of money as may be received from
such insurance proceeds will be sufficient to repair, restore or rebuild the Premises, free and clear of all
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liens, claims and encumbrances, except the lien of this Mortgage and the Permitted Exceptions, or, if such insurance
proceeds shall be insufficient to repair, restore and rebuild the Premises, the Mortgagor has deposited with the Lender
such amount of money which, together with the insurance proceeds shall be sufficient to restore, repair and rebuild the
Premises; and

(C)    Prior to each disbursement of any such proceeds, the Lender shall be furnished with a statement of the
Lender’s architect (the cost of which shall be borne by the Mortgagor), certifying the extent of the repair and restoration
completed to the date thereof, and that such repairs, restoration, and rebuilding have been performed to date in
conformity with the plans and specifications approved by the Lender and with all statutes, regulations or ordinances
(including building and zoning ordinances) affecting the Premises; and the Lender shall be furnished with appropriate
evidence of payment for labor or materials furnished to the Premises, and total or partial lien waivers substantiating such
payments.

(iii)    If the Mortgagor shall fail to restore, repair or rebuild such Improvements within a time deemed satisfactory by the
Lender, then the Lender, at its option, may (A) commence and perform all necessary acts to restore, repair or rebuild such
Improvements for or on behalf of the Mortgagor, or (B) declare an Event of Default under this Mortgage. If insurance proceeds
shall exceed the amount necessary to complete the repair, restoration or rebuilding of such Improvements, such excess shall be
applied on account of the Indebtedness, irrespective of whether such Indebtedness is then due and payable without payment of
any premium or penalty.

7.    Condemnation. If all or any part of the Premises are damaged, taken or acquired, either temporarily or permanently, in any
condemnation proceeding, or by exercise of the right of eminent domain, the amount of any award or other payment for such taking or
damages made in consideration thereof, to the extent of the full amount of the remaining unpaid Indebtedness, is hereby assigned to the
Lender, who is empowered to collect and receive the same and to give proper receipts therefor in the name of the Mortgagor and the
same shall be paid forthwith to the Lender. Such award or monies shall be applied on account of the Indebtedness, irrespective of
whether such Indebtedness is then due and payable and, at any time from and after the taking the Lender may declare the whole of the
balance of the Indebtedness to be due and payable. Notwithstanding the provisions of this Section to the contrary, if any condemnation
or taking of less than the entire Premises occurs, such award or monies shall be applied, at the option of the Lender and in its sole
discretion, either (i) on account of the Indebtedness as provided above, or (ii) to any necessary restoration or repair of the remaining
property, on the terms contained in Section 6(d) hereof.

8.    Stamp Tax. If, by the laws of the United States of America, or of any state or political subdivision having jurisdiction over
the Mortgagor, any tax is due or becomes due in respect of the execution and delivery of this Mortgage, the Note or any of the other
Loan Documents, the Mortgagor shall pay such tax in the manner required by any such law. The Mortgagor further agrees to
reimburse the Lender for any sums which the Lender may expend by reason of the imposition of any such tax. Notwithstanding the
foregoing, the Mortgagor shall not be required to pay any income or franchise taxes of the Lender.
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9.    Lease and Rent Assignment. The Mortgagor acknowledges that, concurrently herewith, the Mortgagor has executed and
delivered to the Lender, as additional security for the repayment of the Loan, an Absolute Assignment of Rents and Leases (the
“Assignment”) pursuant to which the Mortgagor has assigned to the Lender interests in the leases of the Premises and the rents and
income from the Premises. All of the provisions of the Assignment are hereby incorporated herein as if fully set forth at length in the
text of this Mortgage. The Mortgagor agrees to abide by all of the provisions of the Assignment.

10.    Effect of Extensions of Time and Other Changes. If the payment of the Indebtedness or any part thereof is extended or
varied, if any part of any security for the payment of the Indebtedness is released, if the rate of interest charged under the Note is
changed or if the time for payment thereof is extended or varied, all persons now or at any time hereafter liable therefor, or interested in
the Premises or having an interest in the Mortgagor, shall be held to assent to such extension, variation, release or change and their
liability and the lien and all of the provisions hereof shall continue in full force, any right of recourse against all such persons being
expressly reserved by the Lender, notwithstanding such extension, variation, release or change.

11.    Effect of Changes in Laws Regarding Taxation. If any law is enacted after the date hereof requiring (a) the deduction
of any lien on the Premises from the value thereof for the purpose of taxation or (b) the imposition upon the Lender of the payment of
the whole or any part of the Taxes, charges or liens herein required to be paid by the Mortgagor, or (c) a change in the method of
taxation of mortgages, deeds of trust or debts secured by mortgages or deeds of trust or the Lender’s interest in the Premises, or the
manner of collection of taxes, so as to affect this Mortgage or the Indebtedness or the holders thereof, then the Mortgagor, upon
demand by the Lender, shall pay such Taxes or charges, or reimburse the Lender therefor; provided, however, that the Mortgagor shall
not be deemed to be required to pay any income or franchise taxes of the Lender. Notwithstanding the foregoing, if in the opinion of
counsel for the Lender it is or may be unlawful to require the Mortgagor to make such payment or the making of such payment might
result in the imposition of interest beyond the maximum amount permitted by law, then the Lender may declare all of the Indebtedness
to be immediately due and payable.

12.    Lender’s Performance of Defaulted Acts and Expenses Incurred by Lender .  If an Event of Default under this
Mortgage has occurred and is continuing, the Lender may, but need not, make any payment or perform any act herein required of the
Mortgagor in any form and manner deemed expedient by the Lender, and may, but need not, make full or partial payments of principal
or interest on prior encumbrances, if any, and purchase, discharge, compromise or settle any tax lien or other prior lien or title or claim
thereof, or redeem from any tax sale or forfeiture affecting the Premises or consent to any tax or assessment or cure any default of the
Mortgagor in any lease of the Premises. All monies paid for any of the purposes herein authorized and all expenses paid or incurred in
connection therewith, including reasonable attorneys’ fees, and any other monies advanced by the Lender in regard to any tax referred
to in Section 8 hereof or to protect the Premises or the lien hereof, shall be so much additional Indebtedness, and shall become
immediately due and payable by the Mortgagor to the Lender, upon demand, and with interest thereon accruing from the date of such
demand until paid at the “Default Rate” (as defined in the Note or the Loan Agreement). In addition to the foregoing, any costs,
expenses and fees, including reasonable attorneys’ fees, incurred by the Lender in connection with (a) sustaining
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the lien of this Mortgage or its priority, (b) protecting or enforcing any of the Lender’s rights hereunder, (c) recovering any
Indebtedness, (d) any litigation or proceedings affecting the Note, this Mortgage, any of the other Loan Documents or the Premises,
including without limitation, bankruptcy and probate proceedings, or (e) preparing for the commencement, defense or participation in
any threatened litigation or proceedings affecting the Note, this Mortgage, any of the other Loan Documents or the Premises, shall be
so much additional Indebtedness, and shall become immediately due and payable by the Mortgagor to the Lender, upon demand, and
with interest thereon accruing from the date of such demand until paid at the Default Rate. The interest accruing under this Section
shall be immediately due and payable by the Mortgagor to the Lender, and shall be additional Indebtedness evidenced by the Note and
secured by this Mortgage. The Lender’s failure to act shall never be considered as a waiver of any right accruing to the Lender on
account of any Event of Default under this Mortgage or any of the other Loan Documents. Should any amount paid out or advanced
by the Lender hereunder, or pursuant to any agreement executed by the Mortgagor in connection with the Loan, be used directly or
indirectly to pay off, discharge or satisfy, in whole or in part, any lien or encumbrance upon the Premises or any part thereof, then the
Lender shall be subrogated to any and all rights, equal or superior titles, liens and equities, owned or claimed by any owner or holder
of said outstanding liens, charges and indebtedness, regardless of whether said liens, charges and indebtedness are acquired by
assignment or have been released of record by the holder thereof upon payment.

13.    Security Agreement. The Mortgagor and the Lender agree that this Mortgage shall constitute a Security Agreement
within the meaning of the Code with respect to (a) all sums at any time on deposit for the benefit of the Mortgagor or held by the
Lender (whether deposited by or on behalf of the Mortgagor or anyone else) pursuant to any of the provisions of this Mortgage or the
other Loan Documents, and (b) any personal property included in the granting clauses of this Mortgage, which personal property may
not be deemed to be affixed to the Premises or may not constitute a “fixture” (within the meaning of the Code and which property is
hereinafter referred to as “Personal Property”), and all replacements of, substitutions for, additions to, and the proceeds thereof, and
the supporting obligations (as defined in the Code) (all of said Personal Property and the replacements, substitutions and additions
thereto and the proceeds thereof being sometimes hereinafter collectively referred to as “Collateral”), and that a security interest in and
to the Collateral is hereby granted to the Lender, and the Collateral and all of the Mortgagor’s right, title and interest therein are hereby
assigned to the Lender, all to secure payment of the Indebtedness. All of the provisions contained in this Mortgage pertain and apply to
the Collateral as fully and to the same extent as to any other property comprising the Premises; and the following provisions of this
Section shall not limit the applicability of any other provision of this Mortgage but shall be in addition thereto:

(a)    The Mortgagor (being the Debtor as that term is used in the Code) is and will be the true and lawful owner of the
Collateral and has rights in and the power to transfer the Collateral, subject to no liens, charges or encumbrances other than the
lien of this Mortgage, other liens and encumbrances benefiting the Lender and no other party, and liens and encumbrances, if
any, expressly permitted by the other Loan Documents.

(b)    The Collateral is to be used by the Mortgagor solely for business purposes.
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(c)    The Collateral will be kept at the Real Estate and, except for Collateral no longer useful in connection with the
operation of the Real Estate, provided that prior to the sale or other disposition thereof, such Collateral has been replaced by
property of at least equal value and utility and which is subject to the lien of this Mortgage, will not be removed therefrom
without the consent of the Lender (being the Secured Party as that term is used in the Code). The Collateral may be affixed to
the Real Estate but will not be affixed to any other real estate.

(d)    The only persons having any interest in the Premises are the Mortgagor, the Lender and holders of interests, if any,
expressly permitted hereby.

(e)    No Financing Statement (other than Financing Statements showing the Lender as the sole secured party, or with
respect to liens or encumbrances, if any, expressly permitted hereby) covering any of the Collateral or any proceeds thereof is
on file in any public office except pursuant hereto; and the Mortgagor, at the Mortgagor’s own cost and expense, upon demand,
will furnish to the Lender such further information and will execute and deliver to the Lender such financing statements and
other documents in form satisfactory to the Lender and will do all such acts as the Lender may request at any time or from time
to time or as may be necessary or appropriate to establish and maintain a perfected security interest in the Collateral as security
for the Indebtedness, subject to no other liens or encumbrances, other than liens or encumbrances benefiting the Lender and no
other party, and liens and encumbrances (if any) expressly permitted hereby; and the Mortgagor will pay the cost of filing or
recording such financing statements or other documents, and this instrument, in all public offices wherever filing or recording is
deemed by the Lender to be desirable. The Mortgagor hereby irrevocably authorizes the Lender at any time, and from time to
time, to file in any jurisdiction any initial financing statements and amendments thereto, without the signature of the Mortgagor,
that (i) indicate the Collateral (A) is comprised of all assets of the Mortgagor or words of similar effect, regardless of whether
any particular asset comprising a part of the Collateral falls within the scope of Article 9 of the Uniform Commercial Code of
the jurisdiction wherein such financing statement or amendment is filed, or (B) as being of an equal or lesser scope or within
greater detail as the grant of the security interest set forth herein, and (ii) contain any other information required by the Uniform
Commercial Code of the jurisdiction wherein such financing statement or amendment is filed regarding the sufficiency or filing
office acceptance of any financing statement or amendment, including (A) whether the Mortgagor is an organization, the type
of organization and any organizational identification number issued to the Mortgagor, and (B) in the case of a financing
statement filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of
the real property to which the Collateral relates. The Mortgagor agrees to furnish any such information to the Lender promptly
upon request. The Mortgagor further ratifies and affirms its authorization for any financing statements and/or amendments
thereto, executed and filed by the Lender in any jurisdiction prior to the date of this Mortgage. In addition, the Mortgagor shall
make appropriate entries on its books and records disclosing the Lender’s security interests in the Collateral.

(f)    Upon and during the continuance of an Event of Default under this Mortgage, the Lender shall have the remedies
of a secured party under the Code,
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including, without limitation, the right to take immediate and exclusive possession of the Collateral, or any part thereof, and for
that purpose, so far as the Mortgagor can give authority therefor, with or without judicial process, may enter (if this can be done
without breach of the peace) upon any place which the Collateral or any part thereof may be situated and remove the same
therefrom (provided that if the Collateral is affixed to real estate, such removal shall be subject to the conditions stated in the
Code); and the Lender shall be entitled to hold, maintain, preserve and prepare the Collateral for sale, until disposed of, or may
propose to retain the Collateral subject to the Mortgagor’s right of redemption in satisfaction of the Mortgagor’s obligations, as
provided in the Code. The Lender may render the Collateral unusable without removal and may dispose of the Collateral on the
Premises. The Lender may require the Mortgagor to assemble the Collateral and make it available to the Lender for its
possession at a place to be designated by the Lender which is reasonably convenient to both parties. The Lender will give the
Mortgagor at least 10 days’ notice of the time and place of any public sale of the Collateral or of the time after which any
private sale or any other intended disposition thereof is made. The requirements of reasonable notice shall be met if such notice
is mailed, by certified United States mail or equivalent, postage prepaid, to the address of the Mortgagor hereinafter set forth at
least 10 days before the time of the sale or disposition. The Lender may buy at any public sale. The Lender may buy at private
sale if the Collateral is of a type customarily sold in a recognized market or is of a type which is the subject of widely
distributed standard price quotations. Any such sale may be held in conjunction with any foreclosure sale of the Premises. If the
Lender so elects, the Premises and the Collateral may be sold as one lot. The net proceeds realized upon any such disposition,
after deduction for the expenses of retaking, holding, preparing for sale, selling and the reasonable attorneys’ fees and legal
expenses incurred by the Lender, shall be applied against the Indebtedness in such order or manner as the Lender shall select.
The Lender will account to the Mortgagor for any surplus realized on such disposition.

(g)    The terms and provisions contained in this Section, unless the context otherwise requires, shall have the meanings
and be construed as provided in the Code.

(h)    This Mortgage is intended to be a financing statement filed as a fixture filing pursuant to Section 9-502(c) of the
Code, as adopted in the State of Arkansas. The addresses of the Mortgagor (Debtor) and the Lender (Secured Party) are
hereinbelow set forth. This Mortgage is to be filed for recording in appropriate public records of the county or counties where
the Premises are located and Mortgagor hereby authorizes Lender to file any and all financing statements in the county or
counties where the Premises are located, and/or such other jurisdictions as reasonably determined by Lender, in order to perfect
the security interests created hereby. The Mortgagor is the record owner of the Premises.

(i)    To the extent permitted by applicable law, the security interest created hereby is specifically intended to cover all
Leases between the Mortgagor or its agents as lessor, and various tenants named therein, as lessee, including all extended terms
and all extensions and renewals of the terms thereof, as well as any amendments
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to or replacement of said Leases, together with all of the right, title and interest of the Mortgagor, as lessor thereunder.

(j)    The Mortgagor represents and warrants that: (i) the Mortgagor is the record owner of the Premises; (ii) the
Mortgagor’s chief executive office is located in the State of Georgia; (iii) the Mortgagor’s state of organization is the State of
Georgia; and (iv) the Mortgagor’s exact legal name is as set forth on Page 1 of this Mortgage.

(k)    The Mortgagor hereby agrees that: (i) where Collateral is in possession of a third party, the Mortgagor will join
with the Lender in notifying the third party of the Lender’s interest and obtaining an acknowledgment from the third party that
it is holding the Collateral for the benefit of the Lender; (ii) the Mortgagor will cooperate with the Lender in obtaining control
with respect to Collateral consisting of: deposit accounts, investment property, letter of credit rights and electronic chattel paper;
and (iii) until the Indebtedness is paid in full, the Mortgagor will not change the state where it is located or change its name or
form of organization without giving the Lender at least 30 days’ prior written notice in each instance.

14.    Events of Default; Acceleration. Each of the following shall constitute an Event of Default under this Mortgage:

(a)    The Mortgagor fails to pay any amount payable to the Lender under this Mortgage when any such payment is due
in accordance with the terms hereof.

(b)    The Mortgagor fails to perform or observe, or to cause to be performed or observed, any other obligation,
covenant, term, agreement or provision required to be performed or observed by the Mortgagor under this Mortgage; provided,
however, that:

(i)    If such failure can be cured solely by the payment of money, such failure shall not constitute an Event of
Default unless it shall continue for a period of five days after written notice to the Mortgagor;

(ii)    If such failure cannot be cured solely by the payment of money and does not pose an emergency or
dangerous condition or a material threat to the security for the Loan, such failure shall not constitute an Event of Default
unless it shall continue for a period of 30 days after written notice to the Mortgagor; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured within such 30-day
period, and if such failure is susceptible of cure, it shall not constitute an Event of Default if corrective action is
instituted by the Mortgagor within such 30-day period and is diligently pursued and such failure is cured within 90 days
after the occurrence of such failure;

(c)    The occurrence of an Event of Default under the Loan Agreement, the Note or any of the other Loan Documents.
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If an Event of Default occurs under this Mortgage, the Lender may, at its option, declare the whole of the Indebtedness to be
immediately due and payable without further notice to the Mortgagor, with interest thereon accruing from the date of such Event of
Default until paid at the Default Rate, and in the event of the occurrence of certain Events of Default under the Loan Agreement, the
Note shall automatically become due and payable immediately as provided in the Loan Agreement.

15.    Foreclosure; Expense of Litigation.

(a)    When all or any part of the Indebtedness shall become due, whether by acceleration or otherwise, the Lender shall have
the right to foreclose the lien hereof for such Indebtedness or part thereof and/or exercise any right, power or remedy provided (i) in
this Mortgage or any of the other Loan Documents in accordance with the applicable laws of the State of Arkansas, or (ii) under
Arkansas law including the use of non-judicial statutory foreclosure proceedings. In the event of a foreclosure sale, the Lender is
hereby authorized, without the consent of the Mortgagor, to assign any and all insurance policies to the purchaser at such sale or to take
such other steps as the Lender may deem advisable to cause the interest of such purchaser to be protected by any of such insurance
policies.

(b)    In any suit or other proceeding to foreclose this Mortgage or enforce any other remedy of the Lender under this Mortgage
or the Note, there shall be allowed and included as additional indebtedness in the decree for sale or other judgment or decree all
expenditures and expenses which may be actually paid or incurred by or on behalf of the Lender for reasonable attorneys’ fees,
appraisers’ fees, outlays for documentary and expert evidence, stenographers’ charges, publication costs, and costs (which may be
estimated as to items to be expended after entry of the decree) of procuring all such abstracts of title, title searches and examinations,
title insurance policies, and similar data and assurances with respect to the title as the Lender may deem reasonably necessary either to
prosecute such suit or to evidence to bidders at any sale which may be had pursuant to such decree the true condition of the title to or
the value of the Premises. All expenditures and expenses of the nature mentioned in this Section and such other expenses and fees as
may be incurred in the enforcement of the Mortgagor’s obligations hereunder, the protection of said Premises and the maintenance of
the interest created by this Mortgage, including the actual and reasonable fees of any attorney employed by the Lender in any litigation
or proceeding affecting this Mortgage, the Note, or the Premises, including probate and bankruptcy proceedings, or in preparations for
the commencement or defense of any proceeding or threatened suit or proceeding shall be immediately due and payable by the
Mortgagor, with interest thereon until paid at the Default Rate and shall be secured by this Mortgage.

(c)     Upon any foreclosure sale, the Lender may bid for and purchase the Premises in whole or in parcels and shall be entitled
to apply all or any part of any indebtedness or obligation secured hereby as a credit to the purchase price.

16.    Application of Proceeds of Foreclosure Sale. The proceeds of any foreclosure sale of the Premises shall be distributed
and applied in accordance with the applicable laws of the State of Arkansas and, unless otherwise specified therein, in such order as
the Lender may determine in its sole and absolute discretion, subject to any express provisions of the Loan Agreement.
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17.    Appointment of Receiver. Upon or at any time after the filing of a complaint to foreclose this Mortgage, the court in
which such complaint is filed shall, upon petition by the Lender, appoint a receiver for the Premises in accordance with the applicable
laws of the State of Arkansas. Such appointment may be made either before or after sale, without notice, without regard to the
solvency or insolvency of the Mortgagor at the time of application for such receiver and without regard to the value of the Premises or
whether the same shall be then occupied as a homestead or not and the Lender hereunder or any other holder of the Note may be
appointed as such receiver. Such receiver shall have power to collect the rents, issues and profits of the Premises (i) during the
pendency of such foreclosure suit, (ii) in case of a sale and a deficiency, during the full statutory period of redemption, whether there
be redemption or not, and (iii) during any further times when the Mortgagor, but for the intervention of such receiver, would be entitled
to collect such rents, issues and profits. Such receiver also shall have all other powers and rights that may be necessary or are usual in
such cases for the protection, possession, control, management and operation of the Premises during said period, including, to the
extent permitted by law, the right to lease all or any portion of the Premises for a term that extends beyond the time of such receiver’s
possession without obtaining prior court approval of such lease. The court from time to time may authorize the application of the net
income received by the receiver in payment of (a) the Indebtedness, or any amount found due or secured by any judgment or decree
foreclosing this Mortgage, or any tax, special assessment or other lien which may be or become superior to the lien hereof or of such
judgment or decree, provided such application is made prior to foreclosure sale, and (b) any deficiency upon a sale and deficiency.

18.    Lender’s Right of Possession in Case of Default. At any time after an Event of Default under this Mortgage has
occurred and is continuing, the Mortgagor shall, upon demand of the Lender, surrender to the Lender possession of the Premises. The
Lender, in its discretion, may, with process of law, enter upon and take and maintain possession of all or any part of the Premises,
together with all documents, books, records, papers and accounts relating thereto, and may exclude the Mortgagor and its employees,
agents or servants therefrom, and the Lender may then hold, operate, manage and control the Premises, either personally or by its
agents. The Lender shall have full power to use such measures, legal or equitable, as in its discretion may be deemed proper or
necessary to enforce the payment or security of the avails, rents, issues, and profits of the Premises, including actions for the recovery
of rent, actions in forcible detainer and actions in distress for rent. Without limiting the generality of the foregoing, but subject to
applicable Arkansas law, the Lender shall have full power to:

(a)    Cancel or terminate any lease or sublease for any cause or on any ground which would entitle the Mortgagor to
cancel the same;

(b)    Elect to disaffirm any lease or sublease which is then subordinate to this Mortgage;

(c)    Extend or modify any then existing leases and to enter into new leases, which extensions, modifications and leases
may provide for terms to expire, or for options to lessees to extend or renew terms to expire, beyond the Maturity Date and
beyond the date of the issuance of a deed or deeds to a purchaser or purchasers at a foreclosure sale, it being understood and
agreed that any such leases, and the options or other such provisions to be contained therein, shall be binding upon the
Mortgagor
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and all persons whose interests in the Premises are subject to this Mortgage and upon the purchaser or purchasers at any
foreclosure sale, notwithstanding any redemption from sale, discharge of the Indebtedness, satisfaction of any foreclosure
judgment, or issuance of any certificate of sale or deed to any purchaser;

(d)    Make any repairs, renewals, replacements, alterations, additions, betterments and improvements to the Premises as
the Lender deems are necessary;

(e)    Insure and reinsure the Premises and all risks incidental to the Lender’s possession, operation and management
thereof; and

(f)    Receive all of such avails, rents, issues and profits.

19.    Application of Income Received by Lender. The Lender, in the exercise of the rights and powers hereinabove
conferred upon it, shall have full power to use and apply the avails, rents, issues and profits of the Premises to the payment of or on
account of the following, in such order as the Lender may determine:

(a)    To the payment of the operating expenses of the Premises, including cost of management and leasing thereof
(which shall include compensation to the Lender and its agent or agents, if management be delegated to an agent or agents, and
shall also include lease commissions and other compensation and expenses of seeking and procuring tenants and entering into
leases), established claims for damages, if any, and premiums on insurance hereinabove authorized;

(b)    To the payment of taxes and special assessments now due or which may hereafter become due on the Premises;
and

(c)    To the payment of any Indebtedness, including any deficiency which may result from any foreclosure sale.

20.    Compliance with Law.

(a)    If any provision in this Mortgage shall be inconsistent with any provision of the applicable laws of the State of Arkansas,
such laws shall take precedence over the provisions of this Mortgage, but shall not invalidate or render unenforceable any other
provision of this Mortgage that can be construed in a manner consistent with such laws.

(b)    If any provision of this Mortgage shall grant to the Lender (including the Lender acting as a mortgagee-in-possession) or a
receiver appointed pursuant to the provisions of this Mortgage any powers, rights or remedies prior to, upon or following the
occurrence of an Event of Default under this Mortgage which are more limited than the powers, rights or remedies that would
otherwise be vested in the Lender or in such receiver under the applicable laws of the State of Arkansas in the absence of said
provision, the Lender and such receiver shall be vested with the powers, rights and remedies granted by such laws to the full extent
permitted by law.

21.    Rights Cumulative. Each right, power and remedy herein conferred upon the Lender is cumulative and in addition to
every other right, power or remedy, express or implied, given now or hereafter existing under any of the Loan Documents or at law or
in equity, and each and every right, power and remedy herein set forth or otherwise so existing
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may be exercised from time to time as often and in such order as may be deemed expedient by the Lender, and the exercise or the
beginning of the exercise of one right, power or remedy shall not be a waiver of the right to exercise at the same time or thereafter any
other right, power or remedy, and no delay or omission of the Lender in the exercise of any right, power or remedy accruing hereunder
or arising otherwise shall impair any such right, power or remedy, or be construed to be a waiver of any Event of Default under this
Mortgage or acquiescence therein.

22.    Lender’s Right of Inspection. The Lender and its representatives shall have the right to inspect the Premises and the
books and records with respect thereto at all reasonable times upon not less than 24 hours’ prior notice to the Mortgagor, and access
thereto, subject to the rights of tenants in possession, shall be permitted for that purpose.

23.    Release Upon Payment and Discharge of Mortgagor’s Obligations. The Lender shall release this Mortgage and the
lien hereof by proper instrument upon payment and discharge of all Indebtedness, including payment of all reasonable expenses
incurred by the Lender in connection with the execution of such release.

24.    Notices. All notices and other communications provided for in this Mortgage (“Notices”) shall be in writing. The “Notice
Addresses” of the parties for purposes of this Mortgage are as follows:

Mortgagor:

Woodland Hills HC Property Holdings, LLC
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: William McBride III

With a copy to:

Holt Ney Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention: Gregory P. Youra

Lender:

The PrivateBank and Trust Company
120 South LaSalle Street
Chicago, Illinois 60603
Attention: Amy K. Hallberg

With a copy to:

Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
Attention: Elizabeth Pfeiler Marriott

or such other address as a party may designate by notice duly given in accordance with this Section to the other parties. A Notice to a
party shall be effective when delivered to such party’s Notice Address by any means, including, without limitation, personal delivery
by the party giving the Notice, delivery by United States regular, certified or registered mail, or delivery by a commercial courier or
delivery service. If the Notice Address of a party includes a facsimile number or electronic mail address, Notice given by facsimile or
electronic mail shall be effective when delivered at such facsimile number or email address. If delivery of a Notice is refused, it shall be
deemed to have been delivered at the time of
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such refusal of delivery. The party giving a Notice shall have the burden of establishing the fact and date of delivery or refusal of
delivery of a Notice.

25.    Waiver of Rights. The Mortgagor hereby covenants and agrees that it will not at any time insist upon or plead, or in any
manner claim or take any advantage of, any stay, exemption, extension, homestead, dower, reinstatement or redemption law or any so-
called “Moratorium Law” now or at any time hereafter in force providing for the valuation or appraisement of the Premises, or any part
thereof, prior to any sale or sales thereof to be made pursuant to any provisions herein contained, or to any decree, judgment or order of
any court of competent jurisdiction; or, after such sale or sales, claim or exercise any rights under any statute now or hereafter in force
to redeem the property so sold, or any part thereof, or relating to the marshalling thereof, upon foreclosure sale or other enforcement
hereof; and without limiting the foregoing:

(a)    The Mortgagor specifically acknowledges that the transaction to which this Mortgage is a part is a transaction
which does not include either agricultural real property or residential real estate and the Mortgagor hereby expressly, voluntarily
and knowingly waives any and all rights of appraisement, valuation, stay, extension, homestead, dower, reinstatement and
redemption, if any, under any order, judgment or decree of foreclosure of this Mortgage, on its own behalf and on behalf of
each and every person, it being the intent hereof that any and all such rights of appraisement, valuation, stay, extension,
homestead, dower, reinstatement and redemption of the Mortgagor and of all other persons are and shall be deemed to be
hereby waived to the full extent permitted by the applicable laws of the State of Arkansas, and the Mortgagor specifically
waives all redemption powers and rights which otherwise might be available to Mortgagor pursuant to Ark. Code Ann. § 16-
66-502 and Ark. Code Ann. § 18-49-106, or that Act No. 153 of the Arkansas General Assembly passed on May 8, 1899; and

(b)    The Mortgagor will not invoke or utilize any such law or laws or otherwise hinder, delay or impede the execution
of any right, power or remedy herein or otherwise granted or delegated to the Lender but will suffer and permit the execution of
every such right, power and remedy as though no such law or laws had been made or enacted.

26.    Contests. Notwithstanding anything to the contrary herein contained, the Mortgagor shall have the right to contest by
appropriate legal proceedings diligently prosecuted any Taxes imposed or assessed upon the Premises or which may be or become a
lien thereon and any mechanics’, materialmen’s or other liens or claims for lien upon the Premises (each, a “Contested Lien”), and no
Contested Lien shall constitute an Event of Default under this Mortgage, if, but only if:

(a)    The Mortgagor shall forthwith give notice of any Contested Lien to the Lender at the time the same shall be
asserted;

(b)    The Mortgagor shall either pay under protest or deposit with the Lender the full amount (the “Lien Amount”) of
such Contested Lien, together with such amount as the Lender may reasonably estimate as interest or penalties which might
arise during the period of contest; provided that in lieu of such payment the Mortgagor may furnish to the Lender a bond or title
indemnity in such amount and

- 19 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



form, and issued by a bond or title insuring company, as may be satisfactory to the Lender;

(c)    The Mortgagor shall diligently prosecute the contest of any Contested Lien by appropriate legal proceedings
having the effect of staying the foreclosure or forfeiture of the Premises, and shall permit the Lender to be represented in any
such contest and shall pay all expenses incurred, in so doing, including fees and expenses of the Lender’s counsel (all of which
shall constitute so much additional Indebtedness bearing interest at the Default Rate until paid, and payable upon demand);

(d)    The Mortgagor shall pay each such Contested Lien and all Lien Amounts together with interest and penalties
thereon (i) if and to the extent that any such Contested Lien shall be determined adverse to the Mortgagor, or (ii) forthwith upon
demand by the Lender if, in the opinion of the Lender, and notwithstanding any such contest, the Premises shall be in jeopardy
or in danger of being forfeited or foreclosed; provided that if the Mortgagor shall fail so to do, the Lender may, but shall not be
required to, pay all such Contested Liens and Lien Amounts and interest and penalties thereon and such other sums as may be
necessary in the judgment of the Lender to obtain the release and discharge of such liens; and any amount expended by the
Lender in so doing shall be so much additional Indebtedness bearing interest at the Default Rate until paid, and payable upon
demand; and provided further that the Lender may in such case use and apply monies deposited as provided in paragraph (b) of
this Section and may demand payment upon any bond or title indemnity furnished as aforesaid.

27.    Expenses Relating to Note and Mortgage.

(a)    The Mortgagor will pay all expenses, charges, costs and fees relating to the Loan or necessitated by the terms of the Note,
this Mortgage or any of the other Loan Documents, including without limitation, the Lender’s reasonable attorneys’ fees actually
incurred in connection with the negotiation, documentation, administration, servicing and enforcement of the Note, this Mortgage and
the other Loan Documents, all filing, registration and recording fees, all other expenses incident to the execution and acknowledgment
of this Mortgage and all federal, state, county and municipal taxes, and other taxes (provided the Mortgagor shall not be required to pay
any income or franchise taxes of the Lender), duties, imposts, assessments and charges arising out of or in connection with the
execution and delivery of the Note and this Mortgage. The Mortgagor recognizes that, during the term of this Mortgage, the Lender:

(i)    May be involved in court or administrative proceedings, including, without restricting the foregoing, foreclosure,
probate, bankruptcy, creditors’ arrangements, insolvency, housing authority and pollution control proceedings of any kind, to
which the Lender shall be a party by reason of the Loan Documents or in which the Loan Documents or the Premises are
involved directly or indirectly;

(ii)    May make preparations following the occurrence of an Event of Default under this Mortgage for the
commencement of any suit for the foreclosure hereof, which may or may not be actually commenced;
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(iii)    May make preparations following the occurrence of an Event of Default under this Mortgage for, and do work in
connection with, the Lender’s taking possession of and managing the Premises, which event may or may not actually occur;

(iv)    May make preparations for and commence other private or public actions to remedy an Event of Default under
this Mortgage, which other actions may or may not be actually commenced;

(v)    May enter into negotiations with the Mortgagor or any of its agents, employees or attorneys in connection with the
existence or curing of any Event of Default under this Mortgage, the sale of the Premises, the assumption of liability for any of
the Indebtedness or the transfer of the Premises in lieu of foreclosure; or

(vi)    May enter into negotiations with the Mortgagor or any of its agents, employees or attorneys pertaining to the
Lender’s approval of actions taken or proposed to be taken by the Mortgagor which approval is required by the terms of this
Mortgage.

(b)    All expenses, charges, costs and fees described in this Section shall be so much additional Indebtedness, shall bear interest
from the date so incurred until paid at the Default Rate and shall be paid, together with said interest, by the Mortgagor forthwith upon
demand.

28.    Statement of Indebtedness. The Mortgagor, within seven days after being so requested by the Lender, shall furnish a
duly acknowledged written statement setting forth the amount of the debt secured by this Mortgage, the date to which interest has been
paid and stating either that no offsets or defenses exist against such debt or, if such offsets or defenses are alleged to exist, the nature
thereof.

29.    Further Instruments. Upon request of the Lender, the Mortgagor shall execute, acknowledge and deliver all such
additional instruments and further assurances of title and shall do or cause to be done all such further acts and things as may reasonably
be necessary fully to effectuate the intent of this Mortgage and of the other Loan Documents.

30.    Additional Indebtedness Secured. All persons and entities with any interest in the Premises or about to acquire any such
interest should be aware that this Mortgage secures more than the stated principal amount of the Note and interest thereon; this
Mortgage secures any and all other amounts which may become due under the Note, any of the other Loan Documents or any other
document or instrument evidencing, securing or otherwise affecting the Indebtedness, including, without limitation, any and all
amounts expended by the Lender to operate, manage or maintain the Premises or to otherwise protect the Premises or the lien of this
Mortgage.

31.    Indemnity. The Mortgagor hereby covenants and agrees that no liability shall be asserted or enforced against the Lender
in the exercise of the rights and powers granted to the Lender in this Mortgage, and the Mortgagor hereby expressly waives and
releases any such liability, except to the extent resulting from the gross negligence or willful misconduct of the Lender. The Mortgagor
shall indemnify and save the Lender harmless from and against any and all liabilities, obligations, losses, damages, claims, costs and
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expenses, including reasonable attorneys’ fees and court costs actually incurred (collectively, “Claims”), of whatever kind or nature
which may be imposed on, incurred by or asserted against the Lender at any time by any third party which relate to or arise from: (a)
any suit or proceeding (including probate and bankruptcy proceedings), or the threat thereof, in or to which the Lender may or does
become party, either as plaintiff or as defendant, by reason of this Mortgage or for the purpose of protecting the lien of this Mortgage;
(b) the offer for sale or sale of all or any portion of the Premises; and (c) the ownership, leasing, use, operation or maintenance of the
Premises, if such Claims relate to or arise from actions taken prior to the surrender of possession of the Premises to the Lender in
accordance with the terms of this Mortgage; provided, however, that the Mortgagor shall not be obligated to indemnify or hold the
Lender harmless from and against any Claims directly arising from the gross negligence or willful misconduct of the Lender. All costs
provided for herein and paid for by the Lender shall be so much additional Indebtedness and shall become immediately due and
payable upon demand by the Lender and with interest thereon from the date incurred by the Lender until paid at the Default Rate.

32.    Subordination of Property Manager’s Lien. Any property management agreement for the Premises entered into
hereafter with a property manager shall contain a provision whereby the property manager agrees that any and all mechanics’ lien
rights that the property manager or anyone claiming by, through or under the property manager may have in the Premises shall be
subject and subordinate to the lien of this Mortgage and shall provide that the Lender may terminate such agreement, without penalty
or cost, at any time after the occurrence of an Event of Default under this Mortgage. Such property management agreement or a short
form thereof, at the Lender’s request, shall be recorded in the appropriate public records of the county where the Premises are located.
In addition, if the property management agreement in existence as of the date hereof does not contain a subordination provision, the
Mortgagor shall cause the property manager under such agreement to enter into a subordination of the management agreement with the
Lender, in recordable form, whereby such property manager subordinates present and future lien rights and those of any party claiming
by, through or under such property manager to this Mortgage.

33.    Compliance with Environmental Laws. Concurrently herewith the Mortgagor and the Guarantors have executed and
delivered to the Lender that certain Environmental Indemnity Agreement dated as of the date hereof (the “Indemnity”) pursuant to
which the Mortgagor and the Guarantors have indemnified the Lender for environmental matters concerning the Premises, as more
particularly described therein. The provisions of the Indemnity are hereby incorporated herein and this Mortgage shall secure the
obligations of the Mortgagor thereunder.

34.    Miscellaneous.

(a)    Incorporation of Section 12.2 of Loan Agreement. The provisions of Section 12.2 of the Loan Agreement are hereby
incorporated into and made a part of this Mortgage.

(b)    Usury and Truth in Lending. Notwithstanding the provisions contained in Section 34(d) of this Mortgage to the
contrary, the Mortgagor acknowledges that the Loan evidenced in the Loan Agreement was solicited, negotiated, closed and funded
outside the State of Arkansas, and the Mortgagor waives any argument that the laws of the State of
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Arkansas shall apply for usury purposes. The Loan is an exempted transaction under the Truth In Lending Act, 15 U.S.C., §1601, et
seq.

(c)    Successors and Assigns. This Mortgage and all provisions hereof shall be binding upon and enforceable against the
Mortgagor and its assigns and other successors. This Mortgage and all provisions hereof shall inure to the benefit of the Lender, its
successors and assigns and any holder or holders, from time to time, of the Note.

(d)    Invalidity of Provisions; Governing Law. In the event that any provision of this Mortgage is deemed to be invalid by
reason of the operation of law, or by reason of the interpretation placed thereon by any administrative agency or any court, the
Mortgagor and the Lender shall negotiate an equitable adjustment in the provisions of the same in order to effect, to the maximum
extent permitted by law, the purpose of this Mortgage and the validity and enforceability of the remaining provisions, or portions or
applications thereof, shall not be affected thereby and shall remain in full force and effect. Subject to the provisions contained in
Section 34(b) of this Mortgage, this Mortgage is to be construed in accordance with and governed by the laws of the State of Arkansas.

(e)    Municipal Requirements. The Mortgagor shall not by act or omission permit any building or other improvement on
premises not subject to the lien of this Mortgage to rely on the Premises or any part thereof or any interest therein to fulfill any
municipal or governmental requirement, and the Mortgagor hereby assigns to the Lender any and all rights to give consent for all or
any portion of the Premises or any interest therein to be so used. Similarly, no building or other improvement on the Premises shall rely
on any premises not subject to this Mortgage or any interest therein to fulfill any governmental or municipal requirement. Any act or
omission by the Mortgagor which would result in a violation of any of the provisions of this paragraph shall be void.

(f)    Rights of Tenants. The Lender shall have the right and option to commence a civil action to foreclose this Mortgage and
to obtain a decree of foreclosure and sale subject to the rights of any tenant or tenants of the Premises having an interest in the Premises
prior to that of the Lender. The failure to join any such tenant or tenants of the Premises as party defendant or defendants in any such
civil action or the failure of any decree of foreclosure and sale to foreclose their rights shall not be asserted by the Mortgagor as a
defense in any civil action instituted to collect the Indebtedness, or any part thereof or any deficiency remaining unpaid after
foreclosure and sale of the Premises, any statute or rule of law at any time existing to the contrary notwithstanding.

(g)    Option of Lender to Subordinate. At the option of the Lender, this Mortgage shall become subject and subordinate, in
whole or in part (but not with respect to priority of entitlement to insurance proceeds or any condemnation or eminent domain award)
to any and all leases of all or any part of the Premises upon the execution by the Lender of a unilateral declaration to that effect and the
recording thereof in the appropriate public records in and for the county wherein the Premises are situated.

(h)    Mortgagee-in-Possession. Nothing herein contained shall be construed as constituting the Lender a mortgagee-in-
possession in the absence of the actual taking of possession of the Premises by the Lender pursuant to this Mortgage.
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(i)    Relationship of Lender and Mortgagor. The Lender shall in no event be construed for any purpose to be a partner, joint
venturer, agent or associate of the Mortgagor or of any lessee, operator, concessionaire or licensee of the Mortgagor in the conduct of
their respective businesses, and, without limiting the foregoing, the Lender shall not be deemed to be such partner, joint venturer, agent
or associate on account of the Lender becoming a mortgagee-in-possession or exercising any rights pursuant to this Mortgage, any of
the other Loan Documents, or otherwise. The relationship of the Mortgagor and the Lender hereunder is solely that of debtor/creditor.

(j)    Time of the Essence. Time is of the essence of the payment by the Mortgagor of all amounts due and owing to the Lender
under the Note and the other Loan Documents and the performance and observance by the Mortgagor of all terms, conditions,
obligations and agreements contained in this Mortgage and the other Loan Documents.

(k)    No Merger. The parties hereto intend that this Mortgage and the interest hereunder shall not merge in the fee simple title
to the Premises, and if the Lender acquires any additional or other interest in or to the Premises or the ownership thereof, then, unless a
contrary intent is manifested by the Lender as evidenced by an express statement to that effect in an appropriate document duly
recorded, this Mortgage and the interest hereunder shall not merge in the fee simple title and this Mortgage may be foreclosed as if
owned by a stranger to the fee simple title.

(l)    Complete Agreement; No Reliance; Modifications. This Mortgage, the Note and the other Loan Documents constitute
the complete agreement between the parties with respect to the subject matter hereof. The Mortgagor acknowledges that it is executing
this Mortgage without relying on any statements, representations or warranties, either oral or written, that are not expressly set forth
herein or in the other Loan Documents. This Mortgage and the Loan Documents may not be modified, altered or amended except by
an agreement in writing signed by both the Mortgagor and the Lender.

(m)    Captions. The captions and headings of various Sections and paragraphs of this Mortgage and exhibits pertaining hereto
are for convenience only and are not to be considered as defining or limiting in any way the scope or intent of the provisions hereof.

(n)    Gender and Number. Any word herein which is expressed in the masculine or neuter gender shall be deemed to include
the masculine, feminine and neuter genders. Any word herein which is expressed in the singular or plural number shall be deemed,
whenever appropriate in the context, to include the singular and the plural.

(o)    Counterparts; Electronic Signatures. This Mortgage may be executed in any number of counterparts and by the
different parties hereto on separate counterparts and each such counterpart shall be deemed to be an original, but all such counterparts
shall together constitute but one and the same document. Receipt of an executed signature page to this Mortgage by facsimile or other
electronic transmission shall constitute effective delivery thereof. An electronic record of this executed Mortgage maintained by the
Lender shall be deemed to be an original.

(p)    Construction. Each party to this Mortgage and legal counsel to each party have participated in the drafting of this
Mortgage, and accordingly the general rule of construction to the effect that any ambiguities in a contract are resolved against the party
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drafting the contract shall not be employed in the construction and interpretation of this Mortgage.

35.    Litigation Provisions.

(a)    Consent to Jurisdiction. THE MORTGAGOR CONSENTS AND SUBMITS TO THE JURISDICTION OF
ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL
COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES ARE LOCATED,
IN WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

(b)    Consent to Venue. THE MORTGAGOR AGREES THAT ANY LEGAL PROCEEDING RELATING TO
THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST
THE MORTGAGOR IN ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY STATE
OR FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES
ARE LOCATED. THE MORTGAGOR WAIVES ANY OBJECTION TO VENUE IN ANY SUCH COURT AND
WAIVES ANY RIGHT IT MAY HAVE TO TRANSFER OR CHANGE THE VENUE FROM ANY SUCH COURT.

(c)    No Proceedings in Other Jurisdictions. THE MORTGAGOR AGREES THAT IT WILL NOT COMMENCE
ANY LEGAL PROCEEDING AGAINST THE LENDER RELATING IN ANY MANNER TO THIS MORTGAGE, THE
LOAN OR ANY OF THE OTHER LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL
COURT LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY THE LENDER
AGAINST THE MORTGAGOR IN A COURT IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM IN
SUCH LEGAL PROCEEDING.

(d)    Waiver of Jury Trial . THE MORTGAGOR HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL
PROCEEDING RELATING TO THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

36.    Definitions of Certain Terms. The following terms shall have the following meanings in this Mortgage:

Affiliate: As to a person or entity, any other person or entity which, directly or indirectly, Controls, is Controlled by or is under
common Control with such first person or entity.

Bank Product Agreements: Those certain cash management service agreements entered into from time to time between any
Borrower and the Lender or its Affiliates in connection with any of the Bank Products.

Bank Product Obligations: All obligations, liabilities, contingent reimbursement obligations, fees, and expenses owing by any
Borrower to Lender or its Affiliates pursuant to or evidenced by the Bank Product Agreements and irrespective of
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whether for the payment of money, whether direct or indirect, absolute or contingent, due or to become due, now existing or
hereafter arising, and including all such amounts that any Borrower is obligated to reimburse to Lender as a result of Lender
purchasing participations or executing indemnities or reimbursement obligations with respect to the Bank Products provided to
any Borrower pursuant to the Bank Product Agreements.

Bank Products: Any service or facility extended to any Borrower by Lender or its Affiliates, including, without limitation, (i)
deposit accounts, (ii) cash management services, including, without limitation, controlled disbursement, lockbox, electronic
funds transfers (including, without limitation, book transfers, fedwire transfers, ACH transfers), online reporting and other
services relating to accounts maintained with Lender or its Affiliates, (iii) debit cards, and (iv) Hedging Agreements.

Code: The Uniform Commercial Code of the State of Arkansas as from time to time in effect; provided, however, that in the
event that, by reason of mandatory provisions of law, any or all of the attachment, perfection or priority of, or remedies with
respect to, the security interest in any collateral is governed by the Uniform Commercial Code as in effect in a jurisdiction other
than the State of Arkansas, the term “Code” shall mean the Uniform Commercial Code as in effect in such other jurisdiction for
purposes of the provisions of this Mortgage or the other Loan Documents relating to such attachment, perfection, priority or
remedies and for purposes of definitions related to such provisions.

Control: Possession by a person or an entity, directly or indirectly, of the power to direct or cause the direction of the
management and policies of an entity, whether by contract, ownership of voting securities, membership or partnership interests
or otherwise.

Default: When used in reference to this Mortgage or any other document, or in reference to any provision of or obligation
under this Mortgage or any other document, the occurrence of an event or the existence of a condition which, with the passage
of time or the giving of notice, or both, would constitute an Event of Default under this Mortgage or such other document, as
the case may be.

Event of Default: The following: (i) when used in reference to this Mortgage, one or more of the events or occurrences
referred to in Section 14 of this Mortgage; and (ii) when used in reference to any other document, a default or event of default
under such document that has continued after the giving of any applicable notice and the expiration of any applicable grace or
cure periods.

Hedging Agreements: The following: (i) any ISDA Master Agreement between the Mortgagor and the Lender or any other
provider, (ii) any Schedule to Master Agreement between the Mortgagor and the Lender or any other provider, and (iii) all
other agreements entered into from time to time by the Mortgagor and the Lender or any other provider relating to Hedging
Transactions.

Hedging Transaction: Any transaction, including an agreement with respect thereto, now existing or hereafter entered into
between the Mortgagor and the Lender or any other provider which is a rate swap, basis swap, forward rate transaction,
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commodity swap, commodity option, equity or equity index swap, equity or equity index option, bond option, interest rate
option, foreign exchange transaction, cap transaction, floor transaction, collar transaction, forward transaction, currency swap
transaction, cross-currency rate swap transaction, currency option or any other similar transaction (including any option with
respect to any of these transactions) or any combination thereof, whether linked to one or more interest rates, foreign currencies,
commodity prices, equity prices or other financial measures.

[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]
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IN WITNESS WHEREOF, the Mortgagor has executed and delivered this Mortgage as of the day and year first above
written.

WOODLAND HILLS HC PROPERTY HOLDINGS, LLC

By /s/ William McBride III            
William McBride III, Manager

ACKNOWLEDGMENT

STATE OF GEORGIA    )
) ss:        

COUNTY OF FULTON    )

On this day, before me, the undersigned, a Notary Public, duly commissioned, qualified and acting, within and for said County
and State, appeared in person the within named William McBride III, to me personally well known, who stated that he is the Manager
of Woodland Hills HC Property Holdings, LLC, a Georgia limited liability company and was duly authorized in that capacity to
execute the foregoing instrument for and in the name and behalf of said company, and further stated and acknowledged that he had so
signed, executed and delivered the foregoing instrument for the consideration, uses and purposes therein mentioned and set forth.

    

- AdCare Arkansas 3 Owner Loan Mortgage (Woodland Hills) -
- Signature/Acknowledgment Page -
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EXHIBIT A

LEGAL DESCRIPTION OF REAL ESTATE

Real property in the City of Little Rock, County of Pulaski, State of Arkansas, described as follows:

Tract C-1-R, Riley’s Replat of Tract C, Kellwood Subdivision, in the City of Little Rock, Arkansas as shown on plat recorded as Plat
No. B-068 and the S1/2 of a strip of land formerly platted as Riley Drive, that is abutting and contiguous to Tract C-1-R, Riley’s
Replat of Tract C, Kellwood, which was closed by Ordinance No. 16,354, a certified copy filed for record February 11, 1993 and
recorded as Instrument No. 93-08724, records of Pulaski County, Arkansas, Less and Except: Part of Tract C-1-R, Riley’s Replat of
Tract C, Kellwood Subdivision, in the City of Little Rock, Pulaski County, Arkansas, more particularly described as follows:
Commencing at a found iron pin for the Southwest corner of said Tract C-1-R for the point of beginning; thence North 0 degrees17
minutes 06 seconds West, 303.41 feet to a set iron pin; thence North 88 degrees 55 minutes 59 seconds East, 656.12 feet to a set iron
pin; thence South 0 degrees 18 minutes 35 seconds East, 319.52 feet to found iron pin; thence North 89 degrees 39 minutes 39 seconds
West, 656.23 feet to the point of beginning.

Easement North Side:

Together with a non exclusive easement for ingress and egress over that portion of Riley Drive which was closed by Ordinance No.
16,354, a certified copy filed for record February 11, 1993 and recorded as Instrument No. 93-08724, records of Pulaski County,
Arkansas.

Easement East Side:

And together with a non exclusive easement for ingress and egress described as: Commencing at the Southwest corner of Tract C-1-R;
thence North 0 degrees 17 minutes 06 seconds West, 303.41 feet; thence North 88 degrees 55 minutes 59 seconds East, 656.12 feet;
thence North 0 degrees 18 minutes 35 seconds West, 86.02 feet to the point of beginning of said road easement; thence North 0
degrees 18 minutes 35 seconds West, 135.0 feet; thence South 30 degrees 43 minutes 21 seconds East, 30.0 feet; thence South 7
degrees 37 minutes West, 110.18 feet to the point of beginning.

Tax Parcel ID: 44L0390100101
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Exhibit 10.389

18985243.2                                     (1.1)
02-24-15

This Document Prepared by
and after Recording Return to:

Elizabeth Pfeiler Marriott
Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
_____________________________________________________________________

MORTGAGE, SECURITY AGREEMENT,
ASSIGNMENT OF RENTS AND LEASES AND FIXTURE FILING

THIS MORTGAGE, SECURITY AGREEMENT, ASSIGNMENT OF RENTS AND LEASES AND FIXTURE
FILING dated as of February 25, 2015 (this “Mortgage”), is executed by APH&R PROPERTY HOLDINGS, LLC , a Georgia
limited liability company (the “Mortgagor”), whose address is Two Buckhead Plaza, 3050 Peachtree Road NW, Suite 355, Atlanta,
Georgia 30305, to and for the benefit of THE PRIVATEBANK AND TRUST COMPANY , an Illinois banking corporation (the
“Lender”), whose address is 120 South LaSalle Street, Chicago, Illinois 60603.

RECITALS

A.    Pursuant to the terms and conditions of a Loan Agreement of even date herewith (the “Loan Agreement”) by and among
the Mortgagor, Northridge HC&R Property Holdings, LLC, a Georgia limited liability company, and Woodland Hills HC Property
Holdings, LLC, a Georgia limited liability company (the Mortgagor together with Northridge HC&R Property Holdings, LLC, and
Woodland Hills HC Property Holdings, LLC, the “Borrowers”) and the Lender, the Lender has agreed to make a loan to the
Borrowers in the maximum principal amount of $12,000,000 (the “Loan”).

B.    The Loan shall be evidenced by a Promissory Note of even date herewith (the “Note”), executed by the Borrowers and
made payable to the order of the Lender, the terms of which Note are hereby incorporated into and made a part of this Mortgage with
the same effect as if set forth in full herein. The Note is in the principal amount of the Loan and is due on September 1, 2016 (the
“Maturity Date”), except as it may be accelerated pursuant to the terms hereof, or of the Note or the Loan Agreement or any of the
other “Loan Documents” (as defined in the Loan Agreement), and bears interest at variable rates of interest based on various
published rates as set forth in the Note.
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C.    A condition precedent to the Lender’s extension of the Loan to the Borrowers is the execution and delivery by the
Mortgagor of this Mortgage.

AGREEMENTS

FOR GOOD AND VALUABLE CONSIDERATION , including the indebtedness hereby secured, the receipt and
sufficiency of which are hereby acknowledged, the Mortgagor agrees as follows:

The Mortgagor hereby mortgages, grants, bargains, sells, assigns, remises, releases, warrants and conveys to the Lender, its
successors and assigns, and grants a security interest in, the following described property, rights and interests (referred to collectively
herein as the “Premises”), all of which property, rights and interests are hereby pledged primarily and on a parity with the Real Estate
(as defined below) and not secondarily, and as to any portion of the Premises constituting property subject to the “Code” (as defined in
Section 36 of this Mortgage), this Mortgage is intended to be a security agreement under the Code for the purpose of creating hereby a
security interest in such portion of the Premises, which the Mortgagor hereby grants to the Lender as secured party, and with all terms
used below with respect to such portions of the Premises which are defined in the Code to have the meanings provided in the Code:

(a)    The real estate located in the County of Pulaski, State of Arkansas and legally described on Exhibit A  attached
hereto and made a part hereof (the “Real Estate”);

(b)    All improvements of every nature whatsoever now or hereafter situated on the Real Estate, and all fixtures and
personal property of every nature whatsoever now or hereafter owned by the Mortgagor and located on, or used in connection
with the Real Estate or the improvements thereon, or in connection with any construction thereon, including all extensions,
additions, improvements, betterments, renewals, substitutions and replacements to any of the foregoing and all of the right, title
and interest of the Mortgagor in and to any such personal property or fixtures together with the benefit of any deposits or
payments now or hereafter made on such personal property or fixtures by the Mortgagor or on its behalf (the
“Improvements”);

(c)    All easements, rights of way, gores of real estate, streets, ways, alleys, passages, sewer rights, waters, water
courses, water rights and powers, all oil, gas and other minerals, whether surface or subsurface, and all estates, rights, titles,
interests, privileges, liberties, tenements, hereditaments and appurtenances whatsoever, in any way now or hereafter belonging,
relating or appertaining to the Real Estate, and the reversions, remainders, rents, issues and profits thereof, and all the estate,
right, title, interest, property, possession, claim and demand whatsoever, at law as well as in equity, of the Mortgagor of, in and
to the same;

(d)    All rents, revenues, issues, profits, proceeds, income, royalties, accounts, including health-care-insurance
receivables, escrows, letter-of-credit rights, security deposits, impounds, reserves, tax refunds and other rights to monies from
the Premises and/or the businesses and operations conducted by the Mortgagor thereon, to be applied against the Indebtedness
(as hereinafter defined); provided,
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however, that the Mortgagor, so long as no “Event of Default” (as defined in Section 36 of this Mortgage) has occurred and is
continuing hereunder, may collect rent as it becomes due, but not more than one month in advance thereof;

(e)    All interest of the Mortgagor in all leases now or hereafter on the Premises, whether written or oral (each, a
“Lease”, and collectively, the “Leases”), together with all security therefor and all monies payable thereunder, subject,
however, to the conditional permission hereinabove given to the Mortgagor to collect the rentals under any such Lease;

(f)    All fixtures and articles of personal property now or hereafter owned by the Mortgagor and forming a part of or
used in connection with the Real Estate or the Improvements, including, but without limitation, any and all air conditioners,
antennae, appliances, apparatus, awnings, basins, bathtubs, bidets, boilers, bookcases, cabinets, carpets, computer hardware
and software used in the operation of the Premises, coolers, curtains, dehumidifiers, disposals, doors, drapes, dryers, ducts,
dynamos, elevators, engines, equipment, escalators, exercise equipment, fans, fittings, floor coverings, furnaces, furnishings,
furniture, hardware, heaters, humidifiers, incinerators, lighting, machinery, motors, ovens, pipes, plumbing, pumps, radiators,
ranges, recreational facilities, refrigerators, screens, security systems, shades, shelving, sinks, sprinklers, stokers, stoves, toilets,
ventilators, wall coverings, washers, windows, window coverings, wiring, and all renewals or replacements thereof or articles
in substitution therefor, whether or not the same are or shall be attached to the Real Estate or the Improvements in any manner;
it being mutually agreed that all of the aforesaid property owned by the Mortgagor and placed on the Real Estate or the
Improvements, so far as permitted by law, shall be deemed to be fixtures, a part of the realty, and security for the Indebtedness
(as hereinafter defined); notwithstanding the agreement hereinabove expressed that certain articles of property form a part of the
realty covered by this Mortgage and be appropriated to its use and deemed to be realty, to the extent that such agreement and
declaration may not be effective and that any of said articles may constitute goods (as such term is used in the Code), this
instrument shall constitute a security agreement, creating a security interest in such goods, as collateral, in the Lender, as
secured party, and the Mortgagor, as debtor, all in accordance with the Code;

(g)    All of the Mortgagor’s interests in general intangibles including payment intangibles and software now owned or
hereafter acquired and related to the Premises, including, without limitation, all of the Mortgagor’s right, title and interest in and
to: (i) all agreements, licenses, permits and contracts to which the Mortgagor is or may become a party and which relate to the
Premises; (ii) all obligations and indebtedness owed to the Mortgagor thereunder; (iii) all intellectual property related to the
Premises; and (iv) all choses in action and causes of action relating to the Premises;

(h)    All of the Mortgagor’s accounts now owned or hereafter created or acquired which relate to the Premises or the
businesses and operations conducted thereon, including, without limitation, all of the following now owned or hereafter created
or acquired by the Mortgagor: (i) accounts, contract rights, health-care-insurance receivables, book debts, notes, drafts, and
other obligations or indebtedness owing to the Mortgagor arising from the sale, lease or exchange of
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goods or other property and/or the performance of services; (ii) the Mortgagor’s rights in, to and under all purchase orders for
goods, services or other property; (iii) the Mortgagor’s rights to any goods, services or other property represented by any of the
foregoing; (iv) monies due or to become due to the Mortgagor under all contracts for the sale, lease or exchange of goods or
other property and/or the performance of services including the right to payment of any interest or finance charges in respect
thereto (whether or not yet earned by performance on the part of the Mortgagor); (v) securities, investment property, financial
assets and securities entitlements; (vi) proceeds of any of the foregoing and all collateral security and guaranties of any kind
given by any person or entity with respect to any of the foregoing; and (vii) all warranties, guarantees, permits and licenses in
favor of the Mortgagor with respect to the Premises;

(i)    All proceeds of the foregoing, including, without limitation, all judgments, awards of damages and settlements
hereafter made resulting from condemnation proceeds or the taking of the Premises or any portion thereof under the power of
eminent domain, any proceeds of any policies of insurance, maintained with respect to the Premises or proceeds of any sale,
option or contract to sell the Premises or any portion thereof; and

(j)    Any and all judgments in connection with the foregoing.

TO HAVE AND TO HOLD the Premises, unto the Lender, its successors and assigns, forever, for the purposes and upon the
uses herein set forth together with all right to possession of the Premises after the occurrence and during the continuance of any Event
of Default under this Mortgage; the Mortgagor hereby RELEASING AND WAIVING  all rights under and by virtue of the
homestead exemption laws of the State of Arkansas.

FOR THE PURPOSE OF SECURING the following (collectively, the “Indebtedness”):

(i)    The payment by the Borrowers of the Loan and all interest, late charges, LIBOR breakage charges, prepayment
premium, if any, exit fee, if any, interest rate swap or hedge expenses, if any, reimbursement obligations, fees and expenses for
letters of credit issued by the Lender for the account of the Borrowers, if any, and other indebtedness evidenced by or owing
under the Note, any of the other Loan Documents, and any application for letters of credit and master letter of credit agreement,
together with any renewals, extensions, replacements, amendments, modifications and refinancings of any of the foregoing;

(ii)    The performance and observance of the covenants, conditions, agreements, representations, warranties and other
liabilities and obligations of the Borrowers or any other obligor to or benefiting the Lender which are evidenced or secured by
or otherwise provided in the Note, this Mortgage or any of the other Loan Documents;

(iii)    Any and all obligations, contingent or otherwise, whether now existing or hereafter arising, of the Borrowers
arising under or in connection with all Bank Product Obligations and all Bank Product Agreements to which the Lender is a
party, including, without limitation, all Hedging Transactions and Hedging
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Agreements to which the Lender is a party (as each capitalized term used in this paragraph is defined in Section 36 hereof); and

(iv)    The reimbursement to the Lender of any and all sums incurred, expended or advanced by the Lender pursuant to
any term or provision of or constituting additional indebtedness under or secured by this Mortgage, any of the other Loan
Documents, any such Bank Product Obligations and Bank Product Agreements or any application for letters of credit and
master letter of credit agreement, with interest thereon as provided herein or therein.

PROVIDED, HOWEVER, that if the Borrowers shall pay the principal and all interest as provided in the Note and if all other
sums secured hereby are paid, and if the Mortgagor shall pay all other sums herein provided for, and shall well and truly keep and
perform all of the covenants herein contained, then this conveyance shall be null and void and may be cancelled of record at the
request and at the cost of the Mortgagor, otherwise to remain in full force and effect.

IT IS FURTHER UNDERSTOOD AND AGREED THAT:

1.    Title. The Mortgagor represents, warrants and covenants that (a) the Mortgagor is the owner and holder of the fee simple
title to the Premises, free and clear of all liens and encumbrances, except those conveyances, liens and encumbrances in favor of the
Lender and except for “Permitted Exceptions” (as defined in the Loan Agreement); and (b) the Mortgagor has legal power and
authority to convey, mortgage and encumber the Premises.

2.    Maintenance, Repair, Restoration, Prior Liens, Parking. The Mortgagor covenants that, so long as any portion of the
Indebtedness remains unpaid, the Mortgagor will:

(a)    Promptly repair, restore or rebuild any Improvements now or hereafter on the Premises which may become
damaged or be destroyed to a condition substantially similar to the condition immediately prior to such damage or destruction,
whether or not proceeds of insurance are available or sufficient for the purpose;

(b)    Keep the Premises in good condition and repair, without waste, and free from mechanics’, materialmen’s or like
liens or claims or other liens or claims for lien (other than Permitted Exceptions and subject to the Mortgagor’s right to contest
liens as permitted by the terms of Section 26 hereof);

(c)    Pay when due the Loan in accordance with the terms of the Note and the other Loan Documents and duly perform
and observe all of the terms, covenants and conditions to be observed and performed by the Mortgagor under the Note, this
Mortgage and the other Loan Documents;

(d)    Pay when due any indebtedness which may be secured by a permitted lien or charge on the Premises on a parity
with, superior to or inferior to this Mortgage, and upon request exhibit satisfactory evidence of the discharge of such lien to the
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Lender (subject to the Mortgagor’s right to contest liens as permitted by the terms of Section 26 hereof);

(e)    Complete within a reasonable time any improvements at any time in the process of erection upon the Premises;

(f)    Comply with all requirements of law, municipal ordinances or restrictions and covenants of record with respect to
the Premises and the use thereof;

(g)    Obtain and maintain in full force and effect, and abide by and satisfy the material terms and conditions of, all
material permits, licenses, registrations and other authorizations with or granted by any governmental authorities that may be
required from time to time with respect to the performance of the Mortgagor’s obligations under this Mortgage;

(h)    Make no material alterations in the Premises or demolish any portion of the Premises without the Lender’s prior
written consent, except as required by law or municipal ordinance;

(i)    Suffer or permit no change in the use or general nature of the occupancy of the Premises, without the Lender’s prior
written consent;

(j)    Pay when due all operating costs of the Premises;

(k)    Not initiate or acquiesce in any zoning reclassification with respect to the Premises, without the Lender’s prior
written consent;

(l)    Provide and thereafter maintain adequate parking areas within the Premises as may be required by law, ordinance
or regulation (whichever may be greater), together with any sidewalks, aisles, streets, driveways and sidewalk cuts and
sufficient paved areas for ingress, egress and right of way to and from the adjacent public thoroughfares necessary or desirable
for the use thereof; and

(m)    Comply with, and cause the Premises at all times to be operated in compliance with, all applicable federal, state,
local and municipal environmental, health and safety laws, statutes, ordinances, rules and regulations.

3.    Payment of Taxes and Assessments . The Mortgagor will pay when due and before any penalty attaches, all general and
special taxes, assessments, water charges, sewer charges, and other fees, taxes, charges and assessments of every kind and nature
whatsoever (all herein generally called “Taxes”), whether or not assessed against the Mortgagor, if applicable to the Premises or any
interest therein, or the Indebtedness, or any obligation or agreement secured hereby, subject to the Mortgagor’s right to contest the
same, as provided by the terms hereof; and the Mortgagor will, upon written request, furnish to the Lender duplicate receipts therefor
within 10 days after the Lender’s request.

4.    Tax Deposits. If requested by the Lender, the Mortgagor shall deposit with the Lender, on the first day of each month until
the Indebtedness is fully paid, a sum equal to 1/12th of 105% of the most recent ascertainable annual Taxes on the Premises. If
requested by the Lender, the Mortgagor shall also deposit with the Lender an amount of money which, together with the aggregate of
the monthly deposits to be made pursuant to the preceding
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sentence as of one month prior to the date on which the next installment of annual Taxes for the current calendar year become due,
shall be sufficient to pay in full such installment of annual Taxes, as estimated by the Lender. Such deposits are to be held without any
allowance of interest and are to be used for the payment of Taxes next due and payable when they become due. So long as no Event of
Default under this Mortgage shall exist, the Lender shall, at its option, pay such Taxes when the same become due and payable (upon
submission of appropriate bills therefor from the Mortgagor) or shall release sufficient funds to the Mortgagor for the payment thereof.
If the funds so deposited are insufficient to pay any such Taxes for any year (or installments thereof, as applicable) when the same shall
become due and payable, the Mortgagor shall, within 10 days after receipt of written demand therefor, deposit additional funds as may
be necessary to pay such Taxes in full. If the funds so deposited exceed the amount required to pay such Taxes for any year, the excess
shall be applied toward subsequent deposits. Said deposits need not be kept separate and apart from any other funds of the Lender. The
Lender, in making any payment hereby authorized relating to Taxes, may do so according to any bill, statement or estimate procured
from the appropriate public office without inquiry into the accuracy of such bill, statement or estimate or into the validity of any tax,
assessment, sale, forfeiture, tax lien or title or claim thereof. The Lender shall not exercise its right to require such deposits so long as
the Borrower has paid all Taxes when due.

5.    Lender’s Interest In and Use of Deposits. Upon an Event of Default under this Mortgage, the Lender may, at its option,
apply any monies at the time on deposit pursuant to Section 4 hereof to cure any Event of Default under this Mortgage or to pay any of
the Indebtedness in such order and manner as the Lender may elect. If such deposits are used to cure an Event of Default or pay any of
the Indebtedness, the Mortgagor shall immediately, upon demand by the Lender, deposit with the Lender an amount equal to the
amount so used from the deposits. When the Indebtedness has been fully paid, any remaining deposits shall be returned to the
Mortgagor. Such deposits are hereby pledged as additional security for the Indebtedness and shall not be subject to the direction or
control of the Mortgagor. The Lender shall not be liable for any failure to apply to the payment of Taxes any amount so deposited
unless the Mortgagor, prior to an Event of Default under this Mortgage, shall have requested the Lender in writing to make application
of such funds to the payment of such amounts, accompanied by the bills for such Taxes. The Lender shall not be liable for any act or
omission taken in good faith or pursuant to the instruction of any party.

6.    Insurance.

(a)    The Mortgagor shall at all times keep all buildings, improvements, fixtures and articles of personal property now or
hereafter situated on the Premises insured against loss or damage by fire and such other hazards as may reasonably be required by the
Lender, in accordance with the terms, coverages and provisions described in the Loan Agreement, and such other insurance as the
Lender may from time to time reasonably require. Unless the Mortgagor provides the Lender evidence of the insurance coverages
required hereunder, the Lender may purchase insurance at the Mortgagor’s expense to cover the Lender’s interest in the Premises. The
insurance may, but need not, protect the Mortgagor’s interest. The coverages that the Lender purchases may not pay any claim that the
Mortgagor makes or any claim that is made against the Mortgagor in connection with the Premises. The Mortgagor may later cancel
any insurance purchased by the Lender, but only after providing the Lender with evidence that the Mortgagor has obtained insurance
as required by this
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Mortgage. If the Lender purchases insurance for the Premises, the Mortgagor will be responsible for the costs of such insurance,
including, without limitation, interest and any other charges which the Lender may impose in connection with the placement of the
insurance, until the effective date of the cancellation or expiration of the insurance. The costs of the insurance may be added to the
Indebtedness. The cost of the insurance may be more than the cost of insurance the Mortgagor may be able to obtain on its own.

(b)    The Mortgagor shall not take out separate insurance concurrent in form or contributing in the event of loss with that
required to be maintained hereunder unless the Lender is included thereon as the loss payee or an additional insured as applicable,
under a standard mortgage clause acceptable to the Lender and such separate insurance is otherwise acceptable to the Lender.

(c)    In the event of loss, the Mortgagor shall give prompt notice thereof to the Lender, and the Lender shall have the sole and
absolute right to make proof of loss. The Lender shall have the right, at its option and in its sole discretion, to apply any insurance
proceeds arising from such loss, after the payment of all of the Lender’s expenses, either (i) on account of the Indebtedness,
irrespective of whether such principal balance is then due and payable, whereupon the Lender may declare the whole of the balance of
Indebtedness to be due and payable, or (ii) to the restoration or repair of the property damaged as provided in paragraph (d) of this
Section. If insurance proceeds are made available to the Mortgagor by the Lender as hereinafter provided, the Mortgagor shall repair,
restore or rebuild the damaged or destroyed portion of the Premises so that the condition and value of the Premises are substantially the
same as the condition and value of the Premises prior to being damaged or destroyed. Any insurance proceeds applied on account of
the unpaid principal balance of the Note shall be subject to the prepayment provisions contained in the Loan Agreement and the Note.
In the event of foreclosure of this Mortgage, all right, title and interest of the Mortgagor in and to any insurance policies then in force
shall pass to the purchaser at the foreclosure sale.

(d)    If insurance proceeds are made available by the Lender to the Mortgagor, the following provisions shall apply:

(i)    Before commencing to repair, restore or rebuild following damage to, or destruction of, all or a portion of the
Improvements, whether by fire or other casualty, the Mortgagor shall obtain from the Lender its approval of all site and
building plans and specifications pertaining to such repair, restoration or rebuilding.

(ii)    Prior to each payment or application of any insurance proceeds to the repair or restoration of such Improvements
(which payment or application may be made, at the Lender’s option, through an escrow, the terms and conditions of which are
satisfactory to the Lender and the cost of which is to be borne by the Mortgagor), the Lender shall be satisfied as to the
following:

(A)    No “Default” (as defined in Section 36 of this Mortgage) or Event of Default under this Mortgage has
occurred and is continuing;

(B)    Either such Improvements have been fully restored, or the expenditure of money as may be received from
such insurance proceeds will be sufficient to repair, restore or rebuild the Premises, free and clear of all
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liens, claims and encumbrances, except the lien of this Mortgage and the Permitted Exceptions, or, if such insurance
proceeds shall be insufficient to repair, restore and rebuild the Premises, the Mortgagor has deposited with the Lender
such amount of money which, together with the insurance proceeds shall be sufficient to restore, repair and rebuild the
Premises; and

(C)    Prior to each disbursement of any such proceeds, the Lender shall be furnished with a statement of the
Lender’s architect (the cost of which shall be borne by the Mortgagor), certifying the extent of the repair and restoration
completed to the date thereof, and that such repairs, restoration, and rebuilding have been performed to date in
conformity with the plans and specifications approved by the Lender and with all statutes, regulations or ordinances
(including building and zoning ordinances) affecting the Premises; and the Lender shall be furnished with appropriate
evidence of payment for labor or materials furnished to the Premises, and total or partial lien waivers substantiating such
payments.

(iii)    If the Mortgagor shall fail to restore, repair or rebuild such Improvements within a time deemed satisfactory by the
Lender, then the Lender, at its option, may (A) commence and perform all necessary acts to restore, repair or rebuild such
Improvements for or on behalf of the Mortgagor, or (B) declare an Event of Default under this Mortgage. If insurance proceeds
shall exceed the amount necessary to complete the repair, restoration or rebuilding of such Improvements, such excess shall be
applied on account of the Indebtedness, irrespective of whether such Indebtedness is then due and payable without payment of
any premium or penalty.

7.    Condemnation. If all or any part of the Premises are damaged, taken or acquired, either temporarily or permanently, in any
condemnation proceeding, or by exercise of the right of eminent domain, the amount of any award or other payment for such taking or
damages made in consideration thereof, to the extent of the full amount of the remaining unpaid Indebtedness, is hereby assigned to the
Lender, who is empowered to collect and receive the same and to give proper receipts therefor in the name of the Mortgagor and the
same shall be paid forthwith to the Lender. Such award or monies shall be applied on account of the Indebtedness, irrespective of
whether such Indebtedness is then due and payable and, at any time from and after the taking the Lender may declare the whole of the
balance of the Indebtedness to be due and payable. Notwithstanding the provisions of this Section to the contrary, if any condemnation
or taking of less than the entire Premises occurs, such award or monies shall be applied, at the option of the Lender and in its sole
discretion, either (i) on account of the Indebtedness as provided above, or (ii) to any necessary restoration or repair of the remaining
property, on the terms contained in Section 6(d) hereof.

8.    Stamp Tax. If, by the laws of the United States of America, or of any state or political subdivision having jurisdiction over
the Mortgagor, any tax is due or becomes due in respect of the execution and delivery of this Mortgage, the Note or any of the other
Loan Documents, the Mortgagor shall pay such tax in the manner required by any such law. The Mortgagor further agrees to
reimburse the Lender for any sums which the Lender may expend by reason of the imposition of any such tax. Notwithstanding the
foregoing, the Mortgagor shall not be required to pay any income or franchise taxes of the Lender.
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9.    Lease and Rent Assignment. The Mortgagor acknowledges that, concurrently herewith, the Mortgagor has executed and
delivered to the Lender, as additional security for the repayment of the Loan, an Absolute Assignment of Rents and Leases (the
“Assignment”) pursuant to which the Mortgagor has assigned to the Lender interests in the leases of the Premises and the rents and
income from the Premises. All of the provisions of the Assignment are hereby incorporated herein as if fully set forth at length in the
text of this Mortgage. The Mortgagor agrees to abide by all of the provisions of the Assignment.

10.    Effect of Extensions of Time and Other Changes. If the payment of the Indebtedness or any part thereof is extended or
varied, if any part of any security for the payment of the Indebtedness is released, if the rate of interest charged under the Note is
changed or if the time for payment thereof is extended or varied, all persons now or at any time hereafter liable therefor, or interested in
the Premises or having an interest in the Mortgagor, shall be held to assent to such extension, variation, release or change and their
liability and the lien and all of the provisions hereof shall continue in full force, any right of recourse against all such persons being
expressly reserved by the Lender, notwithstanding such extension, variation, release or change.

11.    Effect of Changes in Laws Regarding Taxation. If any law is enacted after the date hereof requiring (a) the deduction
of any lien on the Premises from the value thereof for the purpose of taxation or (b) the imposition upon the Lender of the payment of
the whole or any part of the Taxes, charges or liens herein required to be paid by the Mortgagor, or (c) a change in the method of
taxation of mortgages, deeds of trust or debts secured by mortgages or deeds of trust or the Lender’s interest in the Premises, or the
manner of collection of taxes, so as to affect this Mortgage or the Indebtedness or the holders thereof, then the Mortgagor, upon
demand by the Lender, shall pay such Taxes or charges, or reimburse the Lender therefor; provided, however, that the Mortgagor shall
not be deemed to be required to pay any income or franchise taxes of the Lender. Notwithstanding the foregoing, if in the opinion of
counsel for the Lender it is or may be unlawful to require the Mortgagor to make such payment or the making of such payment might
result in the imposition of interest beyond the maximum amount permitted by law, then the Lender may declare all of the Indebtedness
to be immediately due and payable.

12.    Lender’s Performance of Defaulted Acts and Expenses Incurred by Lender .  If an Event of Default under this
Mortgage has occurred and is continuing, the Lender may, but need not, make any payment or perform any act herein required of the
Mortgagor in any form and manner deemed expedient by the Lender, and may, but need not, make full or partial payments of principal
or interest on prior encumbrances, if any, and purchase, discharge, compromise or settle any tax lien or other prior lien or title or claim
thereof, or redeem from any tax sale or forfeiture affecting the Premises or consent to any tax or assessment or cure any default of the
Mortgagor in any lease of the Premises. All monies paid for any of the purposes herein authorized and all expenses paid or incurred in
connection therewith, including reasonable attorneys’ fees, and any other monies advanced by the Lender in regard to any tax referred
to in Section 8 hereof or to protect the Premises or the lien hereof, shall be so much additional Indebtedness, and shall become
immediately due and payable by the Mortgagor to the Lender, upon demand, and with interest thereon accruing from the date of such
demand until paid at the “Default Rate” (as defined in the Note or the Loan Agreement). In addition to the foregoing, any costs,
expenses and fees, including reasonable attorneys’ fees, incurred by the Lender in connection with (a) sustaining
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the lien of this Mortgage or its priority, (b) protecting or enforcing any of the Lender’s rights hereunder, (c) recovering any
Indebtedness, (d) any litigation or proceedings affecting the Note, this Mortgage, any of the other Loan Documents or the Premises,
including without limitation, bankruptcy and probate proceedings, or (e) preparing for the commencement, defense or participation in
any threatened litigation or proceedings affecting the Note, this Mortgage, any of the other Loan Documents or the Premises, shall be
so much additional Indebtedness, and shall become immediately due and payable by the Mortgagor to the Lender, upon demand, and
with interest thereon accruing from the date of such demand until paid at the Default Rate. The interest accruing under this Section
shall be immediately due and payable by the Mortgagor to the Lender, and shall be additional Indebtedness evidenced by the Note and
secured by this Mortgage. The Lender’s failure to act shall never be considered as a waiver of any right accruing to the Lender on
account of any Event of Default under this Mortgage or any of the other Loan Documents. Should any amount paid out or advanced
by the Lender hereunder, or pursuant to any agreement executed by the Mortgagor in connection with the Loan, be used directly or
indirectly to pay off, discharge or satisfy, in whole or in part, any lien or encumbrance upon the Premises or any part thereof, then the
Lender shall be subrogated to any and all rights, equal or superior titles, liens and equities, owned or claimed by any owner or holder
of said outstanding liens, charges and indebtedness, regardless of whether said liens, charges and indebtedness are acquired by
assignment or have been released of record by the holder thereof upon payment.

13.    Security Agreement. The Mortgagor and the Lender agree that this Mortgage shall constitute a Security Agreement
within the meaning of the Code with respect to (a) all sums at any time on deposit for the benefit of the Mortgagor or held by the
Lender (whether deposited by or on behalf of the Mortgagor or anyone else) pursuant to any of the provisions of this Mortgage or the
other Loan Documents, and (b) any personal property included in the granting clauses of this Mortgage, which personal property may
not be deemed to be affixed to the Premises or may not constitute a “fixture” (within the meaning of the Code and which property is
hereinafter referred to as “Personal Property”), and all replacements of, substitutions for, additions to, and the proceeds thereof, and
the supporting obligations (as defined in the Code) (all of said Personal Property and the replacements, substitutions and additions
thereto and the proceeds thereof being sometimes hereinafter collectively referred to as “Collateral”), and that a security interest in and
to the Collateral is hereby granted to the Lender, and the Collateral and all of the Mortgagor’s right, title and interest therein are hereby
assigned to the Lender, all to secure payment of the Indebtedness. All of the provisions contained in this Mortgage pertain and apply to
the Collateral as fully and to the same extent as to any other property comprising the Premises; and the following provisions of this
Section shall not limit the applicability of any other provision of this Mortgage but shall be in addition thereto:

(a)    The Mortgagor (being the Debtor as that term is used in the Code) is and will be the true and lawful owner of the
Collateral and has rights in and the power to transfer the Collateral, subject to no liens, charges or encumbrances other than the
lien of this Mortgage, other liens and encumbrances benefiting the Lender and no other party, and liens and encumbrances, if
any, expressly permitted by the other Loan Documents.

(b)    The Collateral is to be used by the Mortgagor solely for business purposes.
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(c)    The Collateral will be kept at the Real Estate and, except for Collateral no longer useful in connection with the
operation of the Real Estate, provided that prior to the sale or other disposition thereof, such Collateral has been replaced by
property of at least equal value and utility and which is subject to the lien of this Mortgage, will not be removed therefrom
without the consent of the Lender (being the Secured Party as that term is used in the Code). The Collateral may be affixed to
the Real Estate but will not be affixed to any other real estate.

(d)    The only persons having any interest in the Premises are the Mortgagor, the Lender and holders of interests, if any,
expressly permitted hereby.

(e)    No Financing Statement (other than Financing Statements showing the Lender as the sole secured party, or with
respect to liens or encumbrances, if any, expressly permitted hereby) covering any of the Collateral or any proceeds thereof is
on file in any public office except pursuant hereto; and the Mortgagor, at the Mortgagor’s own cost and expense, upon demand,
will furnish to the Lender such further information and will execute and deliver to the Lender such financing statements and
other documents in form satisfactory to the Lender and will do all such acts as the Lender may request at any time or from time
to time or as may be necessary or appropriate to establish and maintain a perfected security interest in the Collateral as security
for the Indebtedness, subject to no other liens or encumbrances, other than liens or encumbrances benefiting the Lender and no
other party, and liens and encumbrances (if any) expressly permitted hereby; and the Mortgagor will pay the cost of filing or
recording such financing statements or other documents, and this instrument, in all public offices wherever filing or recording is
deemed by the Lender to be desirable. The Mortgagor hereby irrevocably authorizes the Lender at any time, and from time to
time, to file in any jurisdiction any initial financing statements and amendments thereto, without the signature of the Mortgagor,
that (i) indicate the Collateral (A) is comprised of all assets of the Mortgagor or words of similar effect, regardless of whether
any particular asset comprising a part of the Collateral falls within the scope of Article 9 of the Uniform Commercial Code of
the jurisdiction wherein such financing statement or amendment is filed, or (B) as being of an equal or lesser scope or within
greater detail as the grant of the security interest set forth herein, and (ii) contain any other information required by the Uniform
Commercial Code of the jurisdiction wherein such financing statement or amendment is filed regarding the sufficiency or filing
office acceptance of any financing statement or amendment, including (A) whether the Mortgagor is an organization, the type
of organization and any organizational identification number issued to the Mortgagor, and (B) in the case of a financing
statement filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of
the real property to which the Collateral relates. The Mortgagor agrees to furnish any such information to the Lender promptly
upon request. The Mortgagor further ratifies and affirms its authorization for any financing statements and/or amendments
thereto, executed and filed by the Lender in any jurisdiction prior to the date of this Mortgage. In addition, the Mortgagor shall
make appropriate entries on its books and records disclosing the Lender’s security interests in the Collateral.

(f)    Upon and during the continuance of an Event of Default under this Mortgage, the Lender shall have the remedies
of a secured party under the Code,
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including, without limitation, the right to take immediate and exclusive possession of the Collateral, or any part thereof, and for
that purpose, so far as the Mortgagor can give authority therefor, with or without judicial process, may enter (if this can be done
without breach of the peace) upon any place which the Collateral or any part thereof may be situated and remove the same
therefrom (provided that if the Collateral is affixed to real estate, such removal shall be subject to the conditions stated in the
Code); and the Lender shall be entitled to hold, maintain, preserve and prepare the Collateral for sale, until disposed of, or may
propose to retain the Collateral subject to the Mortgagor’s right of redemption in satisfaction of the Mortgagor’s obligations, as
provided in the Code. The Lender may render the Collateral unusable without removal and may dispose of the Collateral on the
Premises. The Lender may require the Mortgagor to assemble the Collateral and make it available to the Lender for its
possession at a place to be designated by the Lender which is reasonably convenient to both parties. The Lender will give the
Mortgagor at least 10 days’ notice of the time and place of any public sale of the Collateral or of the time after which any
private sale or any other intended disposition thereof is made. The requirements of reasonable notice shall be met if such notice
is mailed, by certified United States mail or equivalent, postage prepaid, to the address of the Mortgagor hereinafter set forth at
least 10 days before the time of the sale or disposition. The Lender may buy at any public sale. The Lender may buy at private
sale if the Collateral is of a type customarily sold in a recognized market or is of a type which is the subject of widely
distributed standard price quotations. Any such sale may be held in conjunction with any foreclosure sale of the Premises. If the
Lender so elects, the Premises and the Collateral may be sold as one lot. The net proceeds realized upon any such disposition,
after deduction for the expenses of retaking, holding, preparing for sale, selling and the reasonable attorneys’ fees and legal
expenses incurred by the Lender, shall be applied against the Indebtedness in such order or manner as the Lender shall select.
The Lender will account to the Mortgagor for any surplus realized on such disposition.

(g)    The terms and provisions contained in this Section, unless the context otherwise requires, shall have the meanings
and be construed as provided in the Code.

(h)    This Mortgage is intended to be a financing statement filed as a fixture filing pursuant to Section 9-502(c) of the
Code, as adopted in the State of Arkansas. The addresses of the Mortgagor (Debtor) and the Lender (Secured Party) are
hereinbelow set forth. This Mortgage is to be filed for recording in appropriate public records of the county or counties where
the Premises are located and Mortgagor hereby authorizes Lender to file any and all financing statements in the county or
counties where the Premises are located, and/or such other jurisdictions as reasonably determined by Lender, in order to perfect
the security interests created hereby. The Mortgagor is the record owner of the Premises.

(i)    To the extent permitted by applicable law, the security interest created hereby is specifically intended to cover all
Leases between the Mortgagor or its agents as lessor, and various tenants named therein, as lessee, including all extended terms
and all extensions and renewals of the terms thereof, as well as any amendments
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to or replacement of said Leases, together with all of the right, title and interest of the Mortgagor, as lessor thereunder.

(j)    The Mortgagor represents and warrants that: (i) the Mortgagor is the record owner of the Premises; (ii) the
Mortgagor’s chief executive office is located in the State of Georgia; (iii) the Mortgagor’s state of organization is the State of
Georgia; and (iv) the Mortgagor’s exact legal name is as set forth on Page 1 of this Mortgage.

(k)    The Mortgagor hereby agrees that: (i) where Collateral is in possession of a third party, the Mortgagor will join
with the Lender in notifying the third party of the Lender’s interest and obtaining an acknowledgment from the third party that
it is holding the Collateral for the benefit of the Lender; (ii) the Mortgagor will cooperate with the Lender in obtaining control
with respect to Collateral consisting of: deposit accounts, investment property, letter of credit rights and electronic chattel paper;
and (iii) until the Indebtedness is paid in full, the Mortgagor will not change the state where it is located or change its name or
form of organization without giving the Lender at least 30 days’ prior written notice in each instance.

14.    Events of Default; Acceleration. Each of the following shall constitute an Event of Default under this Mortgage:

(a)    The Mortgagor fails to pay any amount payable to the Lender under this Mortgage when any such payment is due
in accordance with the terms hereof.

(b)    The Mortgagor fails to perform or observe, or to cause to be performed or observed, any other obligation,
covenant, term, agreement or provision required to be performed or observed by the Mortgagor under this Mortgage; provided,
however, that:

(i)    If such failure can be cured solely by the payment of money, such failure shall not constitute an Event of
Default unless it shall continue for a period of five days after written notice to the Mortgagor;

(ii)    If such failure cannot be cured solely by the payment of money and does not pose an emergency or
dangerous condition or a material threat to the security for the Loan, such failure shall not constitute an Event of Default
unless it shall continue for a period of 30 days after written notice to the Mortgagor; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured within such 30-day
period, and if such failure is susceptible of cure, it shall not constitute an Event of Default if corrective action is
instituted by the Mortgagor within such 30-day period and is diligently pursued and such failure is cured within 90 days
after the occurrence of such failure;

(c)    The occurrence of an Event of Default under the Loan Agreement, the Note or any of the other Loan Documents.
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If an Event of Default occurs under this Mortgage, the Lender may, at its option, declare the whole of the Indebtedness to be
immediately due and payable without further notice to the Mortgagor, with interest thereon accruing from the date of such Event of
Default until paid at the Default Rate, and in the event of the occurrence of certain Events of Default under the Loan Agreement, the
Note shall automatically become due and payable immediately as provided in the Loan Agreement.

15.    Foreclosure; Expense of Litigation.

(a)    When all or any part of the Indebtedness shall become due, whether by acceleration or otherwise, the Lender shall have
the right to foreclose the lien hereof for such Indebtedness or part thereof and/or exercise any right, power or remedy provided (i) in
this Mortgage or any of the other Loan Documents in accordance with the applicable laws of the State of Arkansas, or (ii) under
Arkansas law including the use of non-judicial statutory foreclosure proceedings. In the event of a foreclosure sale, the Lender is
hereby authorized, without the consent of the Mortgagor, to assign any and all insurance policies to the purchaser at such sale or to take
such other steps as the Lender may deem advisable to cause the interest of such purchaser to be protected by any of such insurance
policies.

(b)    In any suit or other proceeding to foreclose this Mortgage or enforce any other remedy of the Lender under this Mortgage
or the Note, there shall be allowed and included as additional indebtedness in the decree for sale or other judgment or decree all
expenditures and expenses which may be actually paid or incurred by or on behalf of the Lender for reasonable attorneys’ fees,
appraisers’ fees, outlays for documentary and expert evidence, stenographers’ charges, publication costs, and costs (which may be
estimated as to items to be expended after entry of the decree) of procuring all such abstracts of title, title searches and examinations,
title insurance policies, and similar data and assurances with respect to the title as the Lender may deem reasonably necessary either to
prosecute such suit or to evidence to bidders at any sale which may be had pursuant to such decree the true condition of the title to or
the value of the Premises. All expenditures and expenses of the nature mentioned in this Section and such other expenses and fees as
may be incurred in the enforcement of the Mortgagor’s obligations hereunder, the protection of said Premises and the maintenance of
the interest created by this Mortgage, including the actual and reasonable fees of any attorney employed by the Lender in any litigation
or proceeding affecting this Mortgage, the Note, or the Premises, including probate and bankruptcy proceedings, or in preparations for
the commencement or defense of any proceeding or threatened suit or proceeding shall be immediately due and payable by the
Mortgagor, with interest thereon until paid at the Default Rate and shall be secured by this Mortgage.

(c)     Upon any foreclosure sale, the Lender may bid for and purchase the Premises in whole or in parcels and shall be entitled
to apply all or any part of any indebtedness or obligation secured hereby as a credit to the purchase price.

16.    Application of Proceeds of Foreclosure Sale. The proceeds of any foreclosure sale of the Premises shall be distributed
and applied in accordance with the applicable laws of the State of Arkansas and, unless otherwise specified therein, in such order as
the Lender may determine in its sole and absolute discretion, subject to any express provisions of the Loan Agreement.
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17.    Appointment of Receiver. Upon or at any time after the filing of a complaint to foreclose this Mortgage, the court in
which such complaint is filed shall, upon petition by the Lender, appoint a receiver for the Premises in accordance with the applicable
laws of the State of Arkansas. Such appointment may be made either before or after sale, without notice, without regard to the
solvency or insolvency of the Mortgagor at the time of application for such receiver and without regard to the value of the Premises or
whether the same shall be then occupied as a homestead or not and the Lender hereunder or any other holder of the Note may be
appointed as such receiver. Such receiver shall have power to collect the rents, issues and profits of the Premises (i) during the
pendency of such foreclosure suit, (ii) in case of a sale and a deficiency, during the full statutory period of redemption, whether there
be redemption or not, and (iii) during any further times when the Mortgagor, but for the intervention of such receiver, would be entitled
to collect such rents, issues and profits. Such receiver also shall have all other powers and rights that may be necessary or are usual in
such cases for the protection, possession, control, management and operation of the Premises during said period, including, to the
extent permitted by law, the right to lease all or any portion of the Premises for a term that extends beyond the time of such receiver’s
possession without obtaining prior court approval of such lease. The court from time to time may authorize the application of the net
income received by the receiver in payment of (a) the Indebtedness, or any amount found due or secured by any judgment or decree
foreclosing this Mortgage, or any tax, special assessment or other lien which may be or become superior to the lien hereof or of such
judgment or decree, provided such application is made prior to foreclosure sale, and (b) any deficiency upon a sale and deficiency.

18.    Lender’s Right of Possession in Case of Default. At any time after an Event of Default under this Mortgage has
occurred and is continuing, the Mortgagor shall, upon demand of the Lender, surrender to the Lender possession of the Premises. The
Lender, in its discretion, may, with process of law, enter upon and take and maintain possession of all or any part of the Premises,
together with all documents, books, records, papers and accounts relating thereto, and may exclude the Mortgagor and its employees,
agents or servants therefrom, and the Lender may then hold, operate, manage and control the Premises, either personally or by its
agents. The Lender shall have full power to use such measures, legal or equitable, as in its discretion may be deemed proper or
necessary to enforce the payment or security of the avails, rents, issues, and profits of the Premises, including actions for the recovery
of rent, actions in forcible detainer and actions in distress for rent. Without limiting the generality of the foregoing, but subject to
applicable Arkansas law, the Lender shall have full power to:

(a)    Cancel or terminate any lease or sublease for any cause or on any ground which would entitle the Mortgagor to
cancel the same;

(b)    Elect to disaffirm any lease or sublease which is then subordinate to this Mortgage;

(c)    Extend or modify any then existing leases and to enter into new leases, which extensions, modifications and leases
may provide for terms to expire, or for options to lessees to extend or renew terms to expire, beyond the Maturity Date and
beyond the date of the issuance of a deed or deeds to a purchaser or purchasers at a foreclosure sale, it being understood and
agreed that any such leases, and the options or other such provisions to be contained therein, shall be binding upon the
Mortgagor
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and all persons whose interests in the Premises are subject to this Mortgage and upon the purchaser or purchasers at any
foreclosure sale, notwithstanding any redemption from sale, discharge of the Indebtedness, satisfaction of any foreclosure
judgment, or issuance of any certificate of sale or deed to any purchaser;

(d)    Make any repairs, renewals, replacements, alterations, additions, betterments and improvements to the Premises as
the Lender deems are necessary;

(e)    Insure and reinsure the Premises and all risks incidental to the Lender’s possession, operation and management
thereof; and

(f)    Receive all of such avails, rents, issues and profits.

19.    Application of Income Received by Lender. The Lender, in the exercise of the rights and powers hereinabove
conferred upon it, shall have full power to use and apply the avails, rents, issues and profits of the Premises to the payment of or on
account of the following, in such order as the Lender may determine:

(a)    To the payment of the operating expenses of the Premises, including cost of management and leasing thereof
(which shall include compensation to the Lender and its agent or agents, if management be delegated to an agent or agents, and
shall also include lease commissions and other compensation and expenses of seeking and procuring tenants and entering into
leases), established claims for damages, if any, and premiums on insurance hereinabove authorized;

(b)    To the payment of taxes and special assessments now due or which may hereafter become due on the Premises;
and

(c)    To the payment of any Indebtedness, including any deficiency which may result from any foreclosure sale.

20.    Compliance with Law.

(a)    If any provision in this Mortgage shall be inconsistent with any provision of the applicable laws of the State of Arkansas,
such laws shall take precedence over the provisions of this Mortgage, but shall not invalidate or render unenforceable any other
provision of this Mortgage that can be construed in a manner consistent with such laws.

(b)    If any provision of this Mortgage shall grant to the Lender (including the Lender acting as a mortgagee-in-possession) or a
receiver appointed pursuant to the provisions of this Mortgage any powers, rights or remedies prior to, upon or following the
occurrence of an Event of Default under this Mortgage which are more limited than the powers, rights or remedies that would
otherwise be vested in the Lender or in such receiver under the applicable laws of the State of Arkansas in the absence of said
provision, the Lender and such receiver shall be vested with the powers, rights and remedies granted by such laws to the full extent
permitted by law.

21.    Rights Cumulative. Each right, power and remedy herein conferred upon the Lender is cumulative and in addition to
every other right, power or remedy, express or implied, given now or hereafter existing under any of the Loan Documents or at law or
in equity, and each and every right, power and remedy herein set forth or otherwise so existing
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may be exercised from time to time as often and in such order as may be deemed expedient by the Lender, and the exercise or the
beginning of the exercise of one right, power or remedy shall not be a waiver of the right to exercise at the same time or thereafter any
other right, power or remedy, and no delay or omission of the Lender in the exercise of any right, power or remedy accruing hereunder
or arising otherwise shall impair any such right, power or remedy, or be construed to be a waiver of any Event of Default under this
Mortgage or acquiescence therein.

22.    Lender’s Right of Inspection. The Lender and its representatives shall have the right to inspect the Premises and the
books and records with respect thereto at all reasonable times upon not less than 24 hours’ prior notice to the Mortgagor, and access
thereto, subject to the rights of tenants in possession, shall be permitted for that purpose.

23.    Release Upon Payment and Discharge of Mortgagor’s Obligations. The Lender shall release this Mortgage and the
lien hereof by proper instrument upon payment and discharge of all Indebtedness, including payment of all reasonable expenses
incurred by the Lender in connection with the execution of such release.

24.    Notices. All notices and other communications provided for in this Mortgage (“Notices”) shall be in writing. The “Notice
Addresses” of the parties for purposes of this Mortgage are as follows:

Mortgagor:

APH&R Property Holdings, LLC
Two Buckhead Plaza
3050 Peachtree Road NW, Suite 355
Atlanta, Georgia 30305
Attention: William McBride III

With a copy to:

Holt Ney Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention: Gregory P. Youra

Lender:

The PrivateBank and Trust Company
120 South LaSalle Street
Chicago, Illinois 60603
Attention: Amy K. Hallberg

With a copy to:

Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
Attention: Elizabeth Pfeiler Marriott

or such other address as a party may designate by notice duly given in accordance with this Section to the other parties. A Notice to a
party shall be effective when delivered to such party’s Notice Address by any means, including, without limitation, personal delivery
by the party giving the Notice, delivery by United States regular, certified or registered mail, or delivery by a commercial courier or
delivery service. If the Notice Address of a party includes a facsimile number or electronic mail address, Notice given by facsimile or
electronic mail shall be effective when delivered at such facsimile number or email address. If delivery of a Notice is refused, it shall be
deemed to have been delivered at the time of
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such refusal of delivery. The party giving a Notice shall have the burden of establishing the fact and date of delivery or refusal of
delivery of a Notice.

25.    Waiver of Rights. The Mortgagor hereby covenants and agrees that it will not at any time insist upon or plead, or in any
manner claim or take any advantage of, any stay, exemption, extension, homestead, dower, reinstatement or redemption law or any so-
called “Moratorium Law” now or at any time hereafter in force providing for the valuation or appraisement of the Premises, or any part
thereof, prior to any sale or sales thereof to be made pursuant to any provisions herein contained, or to any decree, judgment or order of
any court of competent jurisdiction; or, after such sale or sales, claim or exercise any rights under any statute now or hereafter in force
to redeem the property so sold, or any part thereof, or relating to the marshalling thereof, upon foreclosure sale or other enforcement
hereof; and without limiting the foregoing:

(a)    The Mortgagor specifically acknowledges that the transaction to which this Mortgage is a part is a transaction
which does not include either agricultural real property or residential real estate and the Mortgagor hereby expressly, voluntarily
and knowingly waives any and all rights of appraisement, valuation, stay, extension, homestead, dower, reinstatement and
redemption, if any, under any order, judgment or decree of foreclosure of this Mortgage, on its own behalf and on behalf of
each and every person, it being the intent hereof that any and all such rights of appraisement, valuation, stay, extension,
homestead, dower, reinstatement and redemption of the Mortgagor and of all other persons are and shall be deemed to be
hereby waived to the full extent permitted by the applicable laws of the State of Arkansas, and the Mortgagor specifically
waives all redemption powers and rights which otherwise might be available to Mortgagor pursuant to Ark. Code Ann. § 16-
66-502 and Ark. Code Ann. § 18-49-106, or that Act No. 153 of the Arkansas General Assembly passed on May 8, 1899; and

(b)    The Mortgagor will not invoke or utilize any such law or laws or otherwise hinder, delay or impede the execution
of any right, power or remedy herein or otherwise granted or delegated to the Lender but will suffer and permit the execution of
every such right, power and remedy as though no such law or laws had been made or enacted.

26.    Contests. Notwithstanding anything to the contrary herein contained, the Mortgagor shall have the right to contest by
appropriate legal proceedings diligently prosecuted any Taxes imposed or assessed upon the Premises or which may be or become a
lien thereon and any mechanics’, materialmen’s or other liens or claims for lien upon the Premises (each, a “Contested Lien”), and no
Contested Lien shall constitute an Event of Default under this Mortgage, if, but only if:

(a)    The Mortgagor shall forthwith give notice of any Contested Lien to the Lender at the time the same shall be
asserted;

(b)    The Mortgagor shall either pay under protest or deposit with the Lender the full amount (the “Lien Amount”) of
such Contested Lien, together with such amount as the Lender may reasonably estimate as interest or penalties which might
arise during the period of contest; provided that in lieu of such payment the Mortgagor may furnish to the Lender a bond or title
indemnity in such amount and
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form, and issued by a bond or title insuring company, as may be satisfactory to the Lender;

(c)    The Mortgagor shall diligently prosecute the contest of any Contested Lien by appropriate legal proceedings
having the effect of staying the foreclosure or forfeiture of the Premises, and shall permit the Lender to be represented in any
such contest and shall pay all expenses incurred, in so doing, including fees and expenses of the Lender’s counsel (all of which
shall constitute so much additional Indebtedness bearing interest at the Default Rate until paid, and payable upon demand);

(d)    The Mortgagor shall pay each such Contested Lien and all Lien Amounts together with interest and penalties
thereon (i) if and to the extent that any such Contested Lien shall be determined adverse to the Mortgagor, or (ii) forthwith upon
demand by the Lender if, in the opinion of the Lender, and notwithstanding any such contest, the Premises shall be in jeopardy
or in danger of being forfeited or foreclosed; provided that if the Mortgagor shall fail so to do, the Lender may, but shall not be
required to, pay all such Contested Liens and Lien Amounts and interest and penalties thereon and such other sums as may be
necessary in the judgment of the Lender to obtain the release and discharge of such liens; and any amount expended by the
Lender in so doing shall be so much additional Indebtedness bearing interest at the Default Rate until paid, and payable upon
demand; and provided further that the Lender may in such case use and apply monies deposited as provided in paragraph (b) of
this Section and may demand payment upon any bond or title indemnity furnished as aforesaid.

27.    Expenses Relating to Note and Mortgage.

(a)    The Mortgagor will pay all expenses, charges, costs and fees relating to the Loan or necessitated by the terms of the Note,
this Mortgage or any of the other Loan Documents, including without limitation, the Lender’s reasonable attorneys’ fees actually
incurred in connection with the negotiation, documentation, administration, servicing and enforcement of the Note, this Mortgage and
the other Loan Documents, all filing, registration and recording fees, all other expenses incident to the execution and acknowledgment
of this Mortgage and all federal, state, county and municipal taxes, and other taxes (provided the Mortgagor shall not be required to pay
any income or franchise taxes of the Lender), duties, imposts, assessments and charges arising out of or in connection with the
execution and delivery of the Note and this Mortgage. The Mortgagor recognizes that, during the term of this Mortgage, the Lender:

(i)    May be involved in court or administrative proceedings, including, without restricting the foregoing, foreclosure,
probate, bankruptcy, creditors’ arrangements, insolvency, housing authority and pollution control proceedings of any kind, to
which the Lender shall be a party by reason of the Loan Documents or in which the Loan Documents or the Premises are
involved directly or indirectly;

(ii)    May make preparations following the occurrence of an Event of Default under this Mortgage for the
commencement of any suit for the foreclosure hereof, which may or may not be actually commenced;
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(iii)    May make preparations following the occurrence of an Event of Default under this Mortgage for, and do work in
connection with, the Lender’s taking possession of and managing the Premises, which event may or may not actually occur;

(iv)    May make preparations for and commence other private or public actions to remedy an Event of Default under
this Mortgage, which other actions may or may not be actually commenced;

(v)    May enter into negotiations with the Mortgagor or any of its agents, employees or attorneys in connection with the
existence or curing of any Event of Default under this Mortgage, the sale of the Premises, the assumption of liability for any of
the Indebtedness or the transfer of the Premises in lieu of foreclosure; or

(vi)    May enter into negotiations with the Mortgagor or any of its agents, employees or attorneys pertaining to the
Lender’s approval of actions taken or proposed to be taken by the Mortgagor which approval is required by the terms of this
Mortgage.

(b)    All expenses, charges, costs and fees described in this Section shall be so much additional Indebtedness, shall bear interest
from the date so incurred until paid at the Default Rate and shall be paid, together with said interest, by the Mortgagor forthwith upon
demand.

28.    Statement of Indebtedness. The Mortgagor, within seven days after being so requested by the Lender, shall furnish a
duly acknowledged written statement setting forth the amount of the debt secured by this Mortgage, the date to which interest has been
paid and stating either that no offsets or defenses exist against such debt or, if such offsets or defenses are alleged to exist, the nature
thereof.

29.    Further Instruments. Upon request of the Lender, the Mortgagor shall execute, acknowledge and deliver all such
additional instruments and further assurances of title and shall do or cause to be done all such further acts and things as may reasonably
be necessary fully to effectuate the intent of this Mortgage and of the other Loan Documents.

30.    Additional Indebtedness Secured. All persons and entities with any interest in the Premises or about to acquire any such
interest should be aware that this Mortgage secures more than the stated principal amount of the Note and interest thereon; this
Mortgage secures any and all other amounts which may become due under the Note, any of the other Loan Documents or any other
document or instrument evidencing, securing or otherwise affecting the Indebtedness, including, without limitation, any and all
amounts expended by the Lender to operate, manage or maintain the Premises or to otherwise protect the Premises or the lien of this
Mortgage.

31.    Indemnity. The Mortgagor hereby covenants and agrees that no liability shall be asserted or enforced against the Lender
in the exercise of the rights and powers granted to the Lender in this Mortgage, and the Mortgagor hereby expressly waives and
releases any such liability, except to the extent resulting from the gross negligence or willful misconduct of the Lender. The Mortgagor
shall indemnify and save the Lender harmless from and against any and all liabilities, obligations, losses, damages, claims, costs and
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expenses, including reasonable attorneys’ fees and court costs actually incurred (collectively, “Claims”), of whatever kind or nature
which may be imposed on, incurred by or asserted against the Lender at any time by any third party which relate to or arise from: (a)
any suit or proceeding (including probate and bankruptcy proceedings), or the threat thereof, in or to which the Lender may or does
become party, either as plaintiff or as defendant, by reason of this Mortgage or for the purpose of protecting the lien of this Mortgage;
(b) the offer for sale or sale of all or any portion of the Premises; and (c) the ownership, leasing, use, operation or maintenance of the
Premises, if such Claims relate to or arise from actions taken prior to the surrender of possession of the Premises to the Lender in
accordance with the terms of this Mortgage; provided, however, that the Mortgagor shall not be obligated to indemnify or hold the
Lender harmless from and against any Claims directly arising from the gross negligence or willful misconduct of the Lender. All costs
provided for herein and paid for by the Lender shall be so much additional Indebtedness and shall become immediately due and
payable upon demand by the Lender and with interest thereon from the date incurred by the Lender until paid at the Default Rate.

32.    Subordination of Property Manager’s Lien. Any property management agreement for the Premises entered into
hereafter with a property manager shall contain a provision whereby the property manager agrees that any and all mechanics’ lien
rights that the property manager or anyone claiming by, through or under the property manager may have in the Premises shall be
subject and subordinate to the lien of this Mortgage and shall provide that the Lender may terminate such agreement, without penalty
or cost, at any time after the occurrence of an Event of Default under this Mortgage. Such property management agreement or a short
form thereof, at the Lender’s request, shall be recorded in the appropriate public records of the county where the Premises are located.
In addition, if the property management agreement in existence as of the date hereof does not contain a subordination provision, the
Mortgagor shall cause the property manager under such agreement to enter into a subordination of the management agreement with the
Lender, in recordable form, whereby such property manager subordinates present and future lien rights and those of any party claiming
by, through or under such property manager to this Mortgage.

33.    Compliance with Environmental Laws. Concurrently herewith the Mortgagor and the Guarantors have executed and
delivered to the Lender that certain Environmental Indemnity Agreement dated as of the date hereof (the “Indemnity”) pursuant to
which the Mortgagor and the Guarantors have indemnified the Lender for environmental matters concerning the Premises, as more
particularly described therein. The provisions of the Indemnity are hereby incorporated herein and this Mortgage shall secure the
obligations of the Mortgagor thereunder.

34.    Miscellaneous.

(a)    Incorporation of Section 12.2 of Loan Agreement. The provisions of Section 12.2 of the Loan Agreement are hereby
incorporated into and made a part of this Mortgage.

(b)    Usury and Truth in Lending. Notwithstanding the provisions contained in Section 34(d) of this Mortgage to the
contrary, the Mortgagor acknowledges that the Loan evidenced in the Loan Agreement was solicited, negotiated, closed and funded
outside the State of Arkansas, and the Mortgagor waives any argument that the laws of the State of
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Arkansas shall apply for usury purposes. The Loan is an exempted transaction under the Truth In Lending Act, 15 U.S.C., §1601, et
seq.

(c)    Successors and Assigns. This Mortgage and all provisions hereof shall be binding upon and enforceable against the
Mortgagor and its assigns and other successors. This Mortgage and all provisions hereof shall inure to the benefit of the Lender, its
successors and assigns and any holder or holders, from time to time, of the Note.

(d)    Invalidity of Provisions; Governing Law. In the event that any provision of this Mortgage is deemed to be invalid by
reason of the operation of law, or by reason of the interpretation placed thereon by any administrative agency or any court, the
Mortgagor and the Lender shall negotiate an equitable adjustment in the provisions of the same in order to effect, to the maximum
extent permitted by law, the purpose of this Mortgage and the validity and enforceability of the remaining provisions, or portions or
applications thereof, shall not be affected thereby and shall remain in full force and effect. Subject to the provisions contained in
Section 34(b) of this Mortgage, this Mortgage is to be construed in accordance with and governed by the laws of the State of Arkansas.

(e)    Municipal Requirements. The Mortgagor shall not by act or omission permit any building or other improvement on
premises not subject to the lien of this Mortgage to rely on the Premises or any part thereof or any interest therein to fulfill any
municipal or governmental requirement, and the Mortgagor hereby assigns to the Lender any and all rights to give consent for all or
any portion of the Premises or any interest therein to be so used. Similarly, no building or other improvement on the Premises shall rely
on any premises not subject to this Mortgage or any interest therein to fulfill any governmental or municipal requirement. Any act or
omission by the Mortgagor which would result in a violation of any of the provisions of this paragraph shall be void.

(f)    Rights of Tenants. The Lender shall have the right and option to commence a civil action to foreclose this Mortgage and
to obtain a decree of foreclosure and sale subject to the rights of any tenant or tenants of the Premises having an interest in the Premises
prior to that of the Lender. The failure to join any such tenant or tenants of the Premises as party defendant or defendants in any such
civil action or the failure of any decree of foreclosure and sale to foreclose their rights shall not be asserted by the Mortgagor as a
defense in any civil action instituted to collect the Indebtedness, or any part thereof or any deficiency remaining unpaid after
foreclosure and sale of the Premises, any statute or rule of law at any time existing to the contrary notwithstanding.

(g)    Option of Lender to Subordinate. At the option of the Lender, this Mortgage shall become subject and subordinate, in
whole or in part (but not with respect to priority of entitlement to insurance proceeds or any condemnation or eminent domain award)
to any and all leases of all or any part of the Premises upon the execution by the Lender of a unilateral declaration to that effect and the
recording thereof in the appropriate public records in and for the county wherein the Premises are situated.

(h)    Mortgagee-in-Possession. Nothing herein contained shall be construed as constituting the Lender a mortgagee-in-
possession in the absence of the actual taking of possession of the Premises by the Lender pursuant to this Mortgage.

- 23 -

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



(i)    Relationship of Lender and Mortgagor. The Lender shall in no event be construed for any purpose to be a partner, joint
venturer, agent or associate of the Mortgagor or of any lessee, operator, concessionaire or licensee of the Mortgagor in the conduct of
their respective businesses, and, without limiting the foregoing, the Lender shall not be deemed to be such partner, joint venturer, agent
or associate on account of the Lender becoming a mortgagee-in-possession or exercising any rights pursuant to this Mortgage, any of
the other Loan Documents, or otherwise. The relationship of the Mortgagor and the Lender hereunder is solely that of debtor/creditor.

(j)    Time of the Essence. Time is of the essence of the payment by the Mortgagor of all amounts due and owing to the Lender
under the Note and the other Loan Documents and the performance and observance by the Mortgagor of all terms, conditions,
obligations and agreements contained in this Mortgage and the other Loan Documents.

(k)    No Merger. The parties hereto intend that this Mortgage and the interest hereunder shall not merge in the fee simple title
to the Premises, and if the Lender acquires any additional or other interest in or to the Premises or the ownership thereof, then, unless a
contrary intent is manifested by the Lender as evidenced by an express statement to that effect in an appropriate document duly
recorded, this Mortgage and the interest hereunder shall not merge in the fee simple title and this Mortgage may be foreclosed as if
owned by a stranger to the fee simple title.

(l)    Complete Agreement; No Reliance; Modifications. This Mortgage, the Note and the other Loan Documents constitute
the complete agreement between the parties with respect to the subject matter hereof. The Mortgagor acknowledges that it is executing
this Mortgage without relying on any statements, representations or warranties, either oral or written, that are not expressly set forth
herein or in the other Loan Documents. This Mortgage and the Loan Documents may not be modified, altered or amended except by
an agreement in writing signed by both the Mortgagor and the Lender.

(m)    Captions. The captions and headings of various Sections and paragraphs of this Mortgage and exhibits pertaining hereto
are for convenience only and are not to be considered as defining or limiting in any way the scope or intent of the provisions hereof.

(n)    Gender and Number. Any word herein which is expressed in the masculine or neuter gender shall be deemed to include
the masculine, feminine and neuter genders. Any word herein which is expressed in the singular or plural number shall be deemed,
whenever appropriate in the context, to include the singular and the plural.

(o)    Counterparts; Electronic Signatures. This Mortgage may be executed in any number of counterparts and by the
different parties hereto on separate counterparts and each such counterpart shall be deemed to be an original, but all such counterparts
shall together constitute but one and the same document. Receipt of an executed signature page to this Mortgage by facsimile or other
electronic transmission shall constitute effective delivery thereof. An electronic record of this executed Mortgage maintained by the
Lender shall be deemed to be an original.

(p)    Construction. Each party to this Mortgage and legal counsel to each party have participated in the drafting of this
Mortgage, and accordingly the general rule of construction to the effect that any ambiguities in a contract are resolved against the party
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drafting the contract shall not be employed in the construction and interpretation of this Mortgage.

35.    Litigation Provisions.

(a)    Consent to Jurisdiction. THE MORTGAGOR CONSENTS AND SUBMITS TO THE JURISDICTION OF
ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL
COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES ARE LOCATED,
IN WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

(b)    Consent to Venue. THE MORTGAGOR AGREES THAT ANY LEGAL PROCEEDING RELATING TO
THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST
THE MORTGAGOR IN ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY STATE
OR FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES
ARE LOCATED. THE MORTGAGOR WAIVES ANY OBJECTION TO VENUE IN ANY SUCH COURT AND
WAIVES ANY RIGHT IT MAY HAVE TO TRANSFER OR CHANGE THE VENUE FROM ANY SUCH COURT.

(c)    No Proceedings in Other Jurisdictions. THE MORTGAGOR AGREES THAT IT WILL NOT COMMENCE
ANY LEGAL PROCEEDING AGAINST THE LENDER RELATING IN ANY MANNER TO THIS MORTGAGE, THE
LOAN OR ANY OF THE OTHER LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL
COURT LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY THE LENDER
AGAINST THE MORTGAGOR IN A COURT IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM IN
SUCH LEGAL PROCEEDING.

(d)    Waiver of Jury Trial . THE MORTGAGOR HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL
PROCEEDING RELATING TO THIS MORTGAGE, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

36.    Definitions of Certain Terms. The following terms shall have the following meanings in this Mortgage:

Affiliate: As to a person or entity, any other person or entity which, directly or indirectly, Controls, is Controlled by or is under
common Control with such first person or entity.

Bank Product Agreements: Those certain cash management service agreements entered into from time to time between any
Borrower and the Lender or its Affiliates in connection with any of the Bank Products.

Bank Product Obligations: All obligations, liabilities, contingent reimbursement obligations, fees, and expenses owing by any
Borrower to Lender or its Affiliates pursuant to or evidenced by the Bank Product Agreements and irrespective of
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whether for the payment of money, whether direct or indirect, absolute or contingent, due or to become due, now existing or
hereafter arising, and including all such amounts that any Borrower is obligated to reimburse to Lender as a result of Lender
purchasing participations or executing indemnities or reimbursement obligations with respect to the Bank Products provided to
any Borrower pursuant to the Bank Product Agreements.

Bank Products: Any service or facility extended to any Borrower by Lender or its Affiliates, including, without limitation, (i)
deposit accounts, (ii) cash management services, including, without limitation, controlled disbursement, lockbox, electronic
funds transfers (including, without limitation, book transfers, fedwire transfers, ACH transfers), online reporting and other
services relating to accounts maintained with Lender or its Affiliates, (iii) debit cards, and (iv) Hedging Agreements.

Code: The Uniform Commercial Code of the State of Arkansas as from time to time in effect; provided, however, that in the
event that, by reason of mandatory provisions of law, any or all of the attachment, perfection or priority of, or remedies with
respect to, the security interest in any collateral is governed by the Uniform Commercial Code as in effect in a jurisdiction other
than the State of Arkansas, the term “Code” shall mean the Uniform Commercial Code as in effect in such other jurisdiction for
purposes of the provisions of this Mortgage or the other Loan Documents relating to such attachment, perfection, priority or
remedies and for purposes of definitions related to such provisions.

Control: Possession by a person or an entity, directly or indirectly, of the power to direct or cause the direction of the
management and policies of an entity, whether by contract, ownership of voting securities, membership or partnership interests
or otherwise.

Default: When used in reference to this Mortgage or any other document, or in reference to any provision of or obligation
under this Mortgage or any other document, the occurrence of an event or the existence of a condition which, with the passage
of time or the giving of notice, or both, would constitute an Event of Default under this Mortgage or such other document, as
the case may be.

Event of Default: The following: (i) when used in reference to this Mortgage, one or more of the events or occurrences
referred to in Section 14 of this Mortgage; and (ii) when used in reference to any other document, a default or event of default
under such document that has continued after the giving of any applicable notice and the expiration of any applicable grace or
cure periods.

Hedging Agreements: The following: (i) any ISDA Master Agreement between the Mortgagor and the Lender or any other
provider, (ii) any Schedule to Master Agreement between the Mortgagor and the Lender or any other provider, and (iii) all
other agreements entered into from time to time by the Mortgagor and the Lender or any other provider relating to Hedging
Transactions.

Hedging Transaction: Any transaction, including an agreement with respect thereto, now existing or hereafter entered into
between the Mortgagor and the Lender or any other provider which is a rate swap, basis swap, forward rate transaction,
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commodity swap, commodity option, equity or equity index swap, equity or equity index option, bond option, interest rate
option, foreign exchange transaction, cap transaction, floor transaction, collar transaction, forward transaction, currency swap
transaction, cross-currency rate swap transaction, currency option or any other similar transaction (including any option with
respect to any of these transactions) or any combination thereof, whether linked to one or more interest rates, foreign currencies,
commodity prices, equity prices or other financial measures.

[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]
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IN WITNESS WHEREOF, the Mortgagor has executed and delivered this Mortgage as of the day and year first above
written.

APH&R Property Holdings, LLC

By /s/ William McBride III            
William McBride III, Manager

ACKNOWLEDGMENT

STATE OF GEORGIA    )
) ss:        

COUNTY OF FULTON    )

On this day, before me, the undersigned, a Notary Public, duly commissioned, qualified and acting, within and for said County
and State, appeared in person the within named William McBride III, to me personally well known, who stated that he is the Manager
of APH&R Property Holdings, LLC, a Georgia limited liability company and was duly authorized in that capacity to execute the
foregoing instrument for and in the name and behalf of said company, and further stated and acknowledged that he had so signed,
executed and delivered the foregoing instrument for the consideration, uses and purposes therein mentioned and set forth.

    

- AdCare Arkansas 3 Owner Loan Mortgage (Cumberland) -
- Signature/Acknowledgment Page -
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EXHIBIT A

LEGAL DESCRIPTION OF REAL ESTATE

Real property in the City of Little Rock, County of Pulaski, State of Arkansas, described as follows:

All of Block 19, Original City of Little Rock, Pulaski County, Arkansas, Less and Except the West 50 feet of Lots 1, 2 and 3 of said
Block 19, Original City of Little Rock, Pulaski County, Arkansas.

Tax Parcel ID: 34L0200113600
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Exhibit 10.390

18968925.2                                    (A.4)
02-24-15

GUARANTY OF PAYMENT AND PERFORMANCE

THIS GUARANTY OF PAYMENT AND PERFORMANCE  dated as of February 25, 2015 (this “Guaranty”), is made
b y ADCARE HEALTH SYSTEMS, INC., a Georgia corporation (the “Guarantor”), to and for the benefit of THE
PRIVATEBANK AND TRUST COMPANY, an Illinois banking corporation (the “Lender”).

RECITALS

A.    The Lender has agreed to make a loan to APH&R Property Holdings, LLC, Northridge HC&R Property Holdings, LLC,
and Woodland Hills HC Property Holdings, LLC, each a Georgia limited liability company (collectively, the “Borrowers”), in the
principal amount of $12,000,000 (the “Loan”) pursuant to the terms and conditions of a Loan Agreement of even date herewith (the
“Loan Agreement”) by and among the Borrowers and the Lender. The Loan is evidenced by a Promissory Note of even date
herewith (the “Note”) executed by each Borrower and payable to the order of the Lender. The Note is secured by three separate
Mortgages, Security Agreements, Assignments of Rents and Leases and Fixture Filings dated as of February 25, 2015 (the
“Mortgages”), each executed by a Borrower to and for the benefit of the Lender. All terms used and not otherwise defined herein
shall have the meanings set forth in the Loan Agreement. For the avoidance of doubt, all references in this Guaranty to the “Loan
Documents” include, without limitation, any Bank Product Agreements (as defined in the Loan Agreement) to which the Lender or
any of its Affiliates is a party, including, without limitation, any Hedging Agreements (as defined in the Loan Agreement) to which the
Lender is a party.

B.    As a condition precedent to the making of the Loan to the Borrowers by the Lender and in consideration therefor, the
Lender has required the execution and delivery of this Guaranty by the Guarantor.

C.    The purpose of the Loan is to refinance the existing indebtedness on the Projects described in the Loan Agreement and to
pay loan and loan refinancing costs. The Guarantor is the owner of 100% of the membership interests in the Borrower either directly or
indirectly through one or more intermediary entities, and is also deriving a benefit from the making of the Loan by the Lender.

AGREEMENTS

For good and valuable consideration, the receipt and sufficiency of which hereby are acknowledged, the Guarantor hereby
agrees as follows:

1.    Guaranty of Payment. The Guarantor hereby unconditionally, absolutely and irrevocably guarantees the punctual
payment and performance when due, whether at
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stated maturity or by acceleration or otherwise, of the indebtedness and other obligations of the Borrower to the Lender evidenced by
the Note and any other amounts that may become owing by the Borrower under the Loan Documents (such indebtedness, obligations
and other amounts are hereinafter referred to as the “Payment Obligations”). This Guaranty is a present and continuing guaranty of
payment and not of collectability, and the Lender shall not be required to prosecute collection, enforcement or other remedies against
any Borrower or any other guarantor of the Payment Obligations, or resort to any collateral for the repayment of the Payment
Obligations or other rights or remedies pertaining thereto, before calling on the Guarantor for payment. If for any reason the Borrower
shall fail or be unable to pay, punctually and fully, any of the Payment Obligations, the Guarantor shall jointly and severally pay such
obligations to the Lender in full immediately upon demand. One or more successive actions may be brought against the Guarantor, or
any of them, as often as the Lender deems advisable, until all of the Payment Obligations are paid and performed in full. The Payment
Obligations and the Performance Obligations (as defined below) are referred to herein as the “Guaranteed Obligations.”

2.    Guaranty of Performance. In addition to the guaranty of the Payment Obligations, the Guarantor hereby unconditionally,
absolutely and irrevocably guarantees, (i) the full and prompt performance and observance by each of the Borrowers of each and every
other obligation, undertaking, liability, promise, warranty, covenant and agreement of the Borrowers in and under the terms of the
Loan Documents; and (ii) the truth of each and every representation and warranty made by each of the Borrowers in the Loan
Documents or in other certificates or documents delivered in connection with the Loan (the matters described in (i) and (ii) above being
collectively referred to herein as the “Performance Obligations”).

3.    Representations and Warranties. The following shall constitute representations and warranties of the Guarantor and the
Guarantor hereby acknowledges that the Lender intends to make the Loan in reliance thereon:

(a)    The Guarantor is a corporation duly organized, validly existing and in good standing under the laws of the State of
Georgia. The Guarantor has full power and authority to conduct its business as presently conducted, to execute and deliver the
Loan Documents to which it is a party, and to perform all of its duties and obligations under the Loan Documents to which it is
a party; and such execution and performance have been duly authorized by all necessary Legal Requirements. The articles of
incorporation and bylaws of the Guarantor, each as amended to date, copies of which have been furnished to the Lender, are in
effect, have not been further amended, and are the true, correct and complete documents relating to the Guarantor’s creation
and governance.

(b)    The Guarantor is not in default and no event has occurred that with the passage of time or the giving of notice will
constitute a default under any agreement to which the Guarantor is a party, the effect of which will impair performance by the
Guarantor of its obligations under this Guaranty. Neither the execution and delivery of this Guaranty nor compliance with the
terms and provisions hereof will violate any applicable law, rule, regulation, judgment, decree or order, or will conflict with or
result in any breach of any of the terms, covenants, conditions or provisions of the articles of incorporation or bylaws of the
Guarantor, any indenture, mortgage, deed of trust, instrument, document, agreement or contract of any kind that creates,
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represents, evidences or provides for any lien, charge or encumbrance upon any of the property or assets of the Guarantor, or
any other indenture, mortgage, deed of trust, instrument, document, agreement or contract of any kind to which the Guarantor
is a party or to which the Guarantor or the property of the Guarantor may be subject.

(c)    There is no litigation, arbitration, governmental or administrative proceedings, actions, examinations, claims or
demands pending, or to the Guarantor’s knowledge, threatened that could adversely affect performance by the Guarantor of its
obligations under this Guaranty.

(d)    Neither this Guaranty nor any statement or certification as to facts previously furnished or required herein to be
furnished to the Lender by the Guarantor, contains any material inaccuracy or untruth in any representation, covenant or
warranty or omits to state a fact material to this Guaranty.

4.    Continuing Guaranty. The Guarantor agrees that performance by the Guarantor of its obligations under this Guaranty
shall be a primary obligation, shall not be subject to any counterclaim, set‑off, abatement, deferment or defense based upon any claim
that the Guarantor may have against the Lender, the Borrowers, any other guarantor of the Guaranteed Obligations or any other person
or entity, and shall remain in full force and effect without regard to, and shall not be released, discharged or affected in any way by,
any circumstance or condition (whether or not the Guarantor shall have any knowledge thereof), including without limitation --

(a)    Any lack of validity or enforceability of any of the Loan Documents;

(b)    Any termination, amendment, modification or other change in any of the Loan Documents, including, without
limitation, any modification of the interest rate or rates described therein;

(c)    Any furnishing, exchange, substitution or release of any collateral securing repayment of the Loan, or any failure to
perfect any lien in such collateral;

(d)    Any failure, omission or delay on the part of the Borrowers, the Guarantor, any other guarantor of the Guaranteed
Obligations or the Lender to conform or comply with any term of any of the Loan Documents or any failure of the Lender to
give notice of any Event of Default;

(e)    Any waiver, compromise, release, settlement or extension of time of payment or performance or observance of any
of the obligations or agreements contained in any of the Loan Documents;

(f)    Any action or inaction by the Lender under or in respect of any of the Loan Documents, any failure, lack of
diligence, omission or delay on the part of the Lender to perfect, enforce, assert or exercise any lien, security interest, right,
power or remedy conferred on it in any of the Loan Documents, or any other action or inaction on the part of the Lender;

(g)    Any voluntary or involuntary bankruptcy, insolvency, reorganization, arrangement, readjustment, assignment for
the benefit of creditors, composition, receivership, liquidation, marshalling of assets and liabilities or similar events or
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proceedings with respect to any Borrower, the Guarantor or any other guarantor of the Guaranteed Obligations, as applicable,
or any of their respective property or creditors, or any action taken by any trustee or receiver or by any court in any such
proceeding;

(h)    Any merger or consolidation of any Borrower into or with any entity, or any sale, lease or transfer of any of the
assets of any Borrower, the Guarantor or any other guarantor of the Guaranteed Obligations to any other person or entity;

(i)    Any change in the ownership of any Borrower, or any change in the relationship between any Borrower and the
Guarantor or any other guarantor of the Guaranteed Obligations, or any termination of any such relationship;

(j)    Any release or discharge by operation of law of any Borrower, the Guarantor or any other guarantor of the
Guaranteed Obligations from any obligation or agreement contained in any of the Loan Documents; or

(k)    Any other occurrence, circumstance, happening or event, whether similar or dissimilar to the foregoing and
whether foreseen or unforeseen, which otherwise might constitute a legal or equitable defense or discharge of the liabilities of a
guarantor or surety or which otherwise might limit recourse against any Borrower or the Guarantor to the fullest extent
permitted by law.

5.    Waivers. The Guarantor expressly and unconditionally waives (i) notice of any of the matters referred to in Section 4
above, (ii) all notices which may be required by statute, rule of law or otherwise, now or hereafter in effect, to preserve intact any rights
against the Guarantor, including, without limitation, any demand, presentment and protest, proof of notice of non‑payment under any
of the Loan Documents and notice of any Event of Default or any failure on the part of any Borrower, the Guarantor or any other
guarantor of the Guaranteed Obligations to perform or comply with any covenant, agreement, term or condition of any of the Loan
Documents, (iii) any right to the enforcement, assertion or exercise against any Borrower, the Guarantor or any other guarantor of the
Guaranteed Obligations of any right or remedy conferred under any of the Loan Documents, (iv) any requirement of diligence on the
part of any person or entity, (v) to the fullest extent permitted by law and except as otherwise expressly provided in this Guaranty or
the other Loan Documents, any claims based on allegations that the Lender has failed to act in a commercially reasonable manner or
failed to exercise the Lender’s obligation of good faith and fair dealing, (vi) any requirement to exhaust any remedies or to mitigate the
damages resulting from any default under any of the Loan Documents, and (vii) any notice of any sale, transfer or other disposition of
any right, title or interest of the Lender under any of the Loan Documents. The Guarantor agrees that such Guarantor is a guarantor
and not a “surety” within the meaning of the Illinois Sureties Act, and also waives any and all rights under the Illinois Sureties Act.

6.    Subordination. The Guarantor agrees that any and all present and future debts and obligations of any Borrower to the
Guarantor hereby are subordinated to the claims of the Lender and hereby are assigned by the Guarantor to the Lender as security for
the Guaranteed Obligations and the Guarantor’s obligations under this Guaranty.

7.    Subrogation Waiver. Until the Guaranteed Obligations are paid in full and all periods under applicable bankruptcy law for
the contest of any payment by the Guarantor
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or the Borrowers as a preferential or fraudulent payment have expired, the Guarantor knowingly, and with advice of counsel, waives,
relinquishes, releases and abandons all rights and claims to indemnification, contribution, reimbursement, subrogation and payment
which such Guarantor may now or hereafter have by and from any Borrower and the successors and assigns of any Borrower, for any
payments made by such Guarantor to the Lender, including, without limitation, any rights which might allow any Borrower, any
Borrower’s successors, a creditor of any Borrower, or a trustee in bankruptcy of any Borrower to claim in bankruptcy or any other
similar proceedings that any payment made by any Borrower or any Borrower’s successors and assigns to the Lender was on behalf of
or for the benefit of such Guarantor and that such payment is recoverable by such Borrower, a creditor or trustee in bankruptcy of such
Borrower as a preferential payment, fraudulent conveyance, payment of an insider or any other classification of payment which may
otherwise be recoverable from the Lender.

8.    Reinstatement. The obligations of the Guarantor pursuant to this Guaranty shall continue to be effective or automatically
be reinstated, as the case may be, if at any time payment of any of the Guaranteed Obligations or the Guarantor’s obligations under this
Guaranty is rescinded or otherwise must be restored or returned by the Lender upon the insolvency, bankruptcy, dissolution,
liquidation or reorganization of the Guarantor or any Borrower or otherwise, all as though such payment had not been made.

9.    Financial Statements. The Guarantor represents and warrants to the Lender that (i) the financial statements of the
Guarantor previously submitted to the Lender are true, complete and correct in all material respects, disclose all actual and contingent
liabilities, and fairly present the financial condition of the Guarantor, and do not contain any untrue statement of a material fact or omit
to state a fact material to the financial statements submitted or this Guaranty, and (ii) no material adverse change has occurred in the
financial statements from the dates thereof until the date hereof. The Guarantor shall furnish to the Lender financial statements and
other information as provided in Section 7.4 of the Loan Agreement.

10.    Transfers, Sales, Etc. The Guarantor shall not sell, lease, transfer, convey or assign any of its assets, unless (i) if the
Guarantor is a natural person, such sale, lease, transfer, conveyance or assignment is of a non-material asset of the Guarantor and will
not have a material adverse effect on the Guarantor’s financial condition or (ii) if the Guarantor is a limited liability company,
corporation, partnership or other entity, such sale, lease, transfer, conveyance or assignment will not have a material adverse effect on
the business or financial condition of the Guarantor or its ability to perform its obligations hereunder.

11.    Default; Remedies. An Event of Default shall occur hereunder if the Guarantor shall fail to pay or perform any of its
covenants, agreements and obligations hereunder, or if any representation or warranty contained herein shall prove to be untrue or
incorrect in any material respect. When any Event of Default hereunder has occurred and is continuing, the Lender may exercise any
of the rights and remedies provided for herein or in any of the other Loan Documents, or provided to it by law, including, without
limitation, the right of setoff.

12.    Enforcement Costs and Interest. If: (i) this Guaranty is placed in the hands of one or more attorneys for collection or is
collected through any legal proceeding; (ii) one or more attorneys is retained to represent the Lender in any bankruptcy, reorganization,
receivership or other proceedings affecting creditors’ rights and involving a claim under this
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Guaranty, or (iii) one or more attorneys is retained to represent the Lender in any other proceedings whatsoever in connection with this
Guaranty, then the Guarantor shall pay to the Lender upon demand all fees, costs and expenses incurred by the Lender in connection
therewith, including, without limitation, reasonable attorney’s fees, court costs and filing fees, in addition to all other amounts due
hereunder. Amounts due from the Guarantor under this Guaranty shall bear interest until paid at the Default Rate.

13.    Successors and Assigns; Joint and Several Liability. This Guaranty shall inure to the benefit of the Lender and its
successors and assigns. This Guaranty shall be binding on the Guarantor and the heirs, legatees, successors and assigns of the
Guarantor. If this Guaranty is executed by more than one Guarantor, it shall be the joint and several undertaking of each of the
undersigned. Regardless of whether this Guaranty is executed by more than one Guarantor, it is agreed that the liability of the
undersigned hereunder is several and independent of any other guarantees or other obligations at any time in effect with respect to the
Guaranteed Obligations or any part thereof and that the liability of the Guarantor hereunder may be enforced regardless of the
existence, validity, enforcement or non‑enforcement of any such other guarantees or other obligations.

14.    No Waiver of Rights. No delay or failure on the part of the Lender to exercise any right, power or privilege under this
Guaranty or any of the other Loan Documents shall operate as a waiver thereof, and no single or partial exercise of any right, power or
privilege shall preclude any other or further exercise thereof or the exercise of any other power or right, or be deemed to establish a
custom or course of dealing or performance between the parties hereto. The rights and remedies herein provided are cumulative and
not exclusive of any rights or remedies provided by law. No notice to or demand on the Guarantor in any case shall entitle the
Guarantor to any other or further notice or demand in the same, similar or other circumstance.

15.    Prior Agreements; No Reliance; Modification. This Guaranty shall represent the entire, integrated agreement between
the parties hereto relating to the subject matter hereof, and shall supersede all prior negotiations, representations or agreements
pertaining thereto, either oral or written. The Guarantor acknowledges that it is executing this Guaranty without relying on any
statements, representations or warranties, either oral or written, that are not expressly set forth herein. The terms of this Guaranty may
be waived, discharged, or terminated only by an instrument in writing signed by the party against which enforcement of the change,
waiver, discharge or termination is sought. No amendment, modification, waiver or other change of any of the terms of this Guaranty
shall be effective without the prior written consent of the Lender.

16.    Joinder. Any action to enforce this Guaranty may be brought against the Guarantor without any joinder of the Borrower,
or any other guarantor of the Guaranteed Obligations in such action.

17.    Incorporation of Recitals. The Recitals to this Guaranty are hereby incorporated into and made a part of this Guaranty.

18.    Severability. If any provision of this Guaranty is deemed to be invalid by reason of the operation of law, or by reason of
the interpretation placed thereon by any administrative agency or any court, the Guarantor and the Lender shall negotiate an equitable
adjustment in the provisions of the same in order to effect, to the maximum extent permitted
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by law, the purpose of this Guaranty and the validity and enforceability of the remaining provisions, or portions or applications thereof,
shall not be affected thereby and shall remain in full force and effect.

19.    Applicable Law. This Guaranty is governed as to validity, interpretation, effect and in all other respects by laws and
decisions of the State of Illinois.

20.    Captions. The captions and headings of various Sections of this Guaranty pertaining hereto are for convenience only and
are not to be considered as defining or limiting in any way the scope or intent of the provisions hereof.

21.    Execution of Counterparts; Electronic Signatures. This Guaranty may be executed in any number of counterparts and
by the different parties hereto on separate counterparts and each such counterpart shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same document. Receipt of an executed signature page to this Guaranty by
facsimile or other electronic transmission shall constitute effective delivery thereof. An electronic record of this executed Guaranty
maintained by the Lender shall be deemed to be an original.

22.    Construction. Each party to this Guaranty and legal counsel to each party have participated in the drafting of this
Guaranty, and accordingly the general rule of construction to the effect that any ambiguities in a contract are to be resolved against the
party drafting the contract shall not be employed in the construction and interpretation of this Guaranty.

23.    Notice. All notices and other communications provided for in this Guaranty (“Notices”) shall be in writing. The “Notice
Addresses” of the parties for purposes of this Guaranty are as follows:

Guarantor:  

AdCare Health Systems, Inc.
Two Buckhead Plaza
3050 Peachtree Road NW
Suite 355
Atlanta, Georgia 30305
Attention: William McBride III

With a copy to:  

Holt Ney Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention: Gregory P. Youra
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Lender:  

The PrivateBank and Trust Company
120 South LaSalle Street
Chicago, Illinois 60603
Attention: Amy K. Hallberg

With a copy to:  

Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
Attention: Elizabeth Pfeiler Marriott

or such other address as a party may designate by notice duly given in accordance with this Section to the other parties. A Notice to a
party shall be effective when delivered to such party’s Notice Address by any means, including, without limitation, personal delivery
by the party giving the Notice, delivery by United States regular, certified or registered mail, or delivery by a commercial courier or
delivery service. If the Notice Address of a party includes a facsimile number or electronic mail address, Notice given by facsimile or
electronic mail shall be effective when delivered at such facsimile number or email address. If delivery of a Notice is refused, it shall be
deemed to have been delivered at the time of such refusal of delivery. The party giving a Notice shall have the burden of establishing
the fact and date of delivery or refusal of delivery of a Notice.

24.    Litigation Provisions.

(a)    THE GUARANTOR CONSENTS AND SUBMITS TO THE JURISDICTION OF ANY STATE OR
FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL COURT LOCATED
OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE FACILITY IS LOCATED, IN WHICH ANY LEGAL
PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO THIS GUARANTY.

(b)    THE GUARANTOR AGREES THAT ANY LEGAL PROCEEDING RELATING TO THIS GUARANTY
MAY BE BROUGHT AGAINST THE GUARANTOR IN ANY STATE OR FEDERAL COURT LOCATED IN
CHICAGO, ILLINOIS, OR ANY STATE OR FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE
COUNTY IN WHICH THE FACILITY IS LOCATED. THE GUARANTOR WAIVES ANY OBJECTION TO VENUE
IN ANY SUCH COURT AND WAIVES ANY RIGHT THE GUARANTOR MAY HAVE TO TRANSFER OR CHANGE
THE VENUE FROM ANY SUCH COURT.

(c)    THE GUARANTOR AGREES THAT THE GUARANTOR WILL NOT COMMENCE ANY LEGAL
PROCEEDING AGAINST THE LENDER RELATING IN ANY MANNER TO THIS GUARANTY IN ANY COURT
OTHER THAN A STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL
PROCEEDING IS COMMENCED BY THE LENDER AGAINST THE GUARANTOR IN A COURT IN ANOTHER
LOCATION, BY WAY OF A COUNTERCLAIM IN SUCH LEGAL PROCEEDING.
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(d)    THE GUARANTOR HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL PROCEEDING RELATING
TO THIS GUARANTY.

[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]
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IN WITNESS WHEREOF, the Guarantor has executed this Guaranty as of the date first above written.

ADCARE HEALTH SYSTEMS, INC.

By /s/ William McBride III            
William McBride III, Chief Executive Officer

- AdCare Arkansas 3 Owner Loan Guaranty -
- Signature Page -
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Exhibit 10.391

18985166.2                                         (3.2)
02-24-15

This Document Prepared by
and after Recording Return to:

Elizabeth Pfeiler Marriott
Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
________________________________________________________________________

ABSOLUTE ASSIGNMENT OF RENTS AND LEASES

THIS ABSOLUTE ASSIGNMENT OF RENTS AND LEASES  dated as of February 25, 2015 (this “Assignment”), is
executed by WOODLAND HILLS HC PROPERTY HOLDINGS, LLC, a Georgia limited liability company (the “Assignor”), to
and for the benefit of THE PRIVATEBANK AND TRUST COMPANY, an Illinois banking corporation (the “Assignee”).

RECITALS

A.    Pursuant to the terms of a Loan Agreement of even date herewith (the “Loan Agreement”), by and among the Assignor,
Northridge HC&R Property Holdings, LLC, a Georgia limited liability company, and Woodland Hills HC Property Holdings, LLC, a
Georgia limited liability company (the Assignor together with Northridge HC&R Property Holdings, LLC, and Woodland Hills HC
Property Holdings, LLC, the “Borrowers”) and the Assignee, the Assignee has agreed to make a loan to the Borrowers in the
principal amount of $12,000,000 (the “Loan”). The Borrowers are executing a Promissory Note of even date herewith (the “Note”)
payable to the order of the Assignee to evidence the Loan.

B.    A condition precedent to the Assignee’s making of the Loan by the Assignee to the Borrowers is the execution and
delivery by the Assignor of this Assignment.

AGREEMENTS

FOR GOOD AND VALUABLE CONSIDERATION , the receipt and sufficiency of which are hereby acknowledged, the
parties hereto mutually agree as follows:

1.    Definitions. All capitalized terms which are not defined herein shall have the meanings ascribed thereto in the Loan
Agreement.

2.    Absolute and Present Assignment. The Assignor hereby bargains, grants, sells, transfers, conveys, sets over and assigns
to the Assignee, it successors and assigns, as an Absolute Assignment and not merely one for security, all of the right, title and interest
of
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the Assignor in and to (i) all of the rents, revenues, issues, profits, proceeds, receipts, income, accounts and other receivables arising
out of or from the land legally described in Exhibit A attached hereto and made a part hereof and all buildings and other improvements
located thereon (said land and improvements being hereinafter referred to collectively as the “Premises”), including, without
limitation, lease termination fees, purchase option fees and other fees and expenses payable under any lease; (ii) all leases and subleases
(collectively, “Leases”), now or hereafter existing, of all or any part of the Premises together with all guaranties of any of such Leases
and all security deposits delivered by tenants thereunder, whether in cash or letter of credit; (iii) all rights and claims for damage against
tenants arising out of defaults under the Leases, including rights to termination fees and compensation with respect to rejected Leases
pursuant to Section 365(a) of the Federal Bankruptcy Code or any replacement Section thereof; and (iv) all tenant improvements and
fixtures located on the Premises. This Assignment is an absolute perfected and present transfer and assignment of the foregoing
interests to the Assignee, and not an assignment for security purposes only, which secures:

(a)    Payment by the Borrowers when due of (i) the indebtedness evidenced by the Note and any and all renewals,
extensions, replacements, amendments, modifications and refinancings thereof; (ii) any and all other indebtedness and
obligations that may be due and owing to the Assignee by the Borrowers under or with respect to the “Loan Documents” (as
defined in the Loan Agreement); and (iii) all costs and expenses paid or incurred by the Assignee in enforcing its rights
hereunder, including without limitation, court costs and reasonable attorneys’ fees actually incurred; and

(b)    Observance and performance by the Borrowers of the covenants, conditions, agreements, representations,
warranties and other liabilities and obligations of the Borrowers or any other obligor to or benefiting the Assignee which are
evidenced or secured by or otherwise provided in the Note, this Assignment or any of the other Loan Documents, together with
all amendments and modifications thereof.

3.    Representations and Warranties of Assignor. The Assignor represents and warrants to the Assignee that:

(a)    This Assignment, as executed by the Assignor, constitutes the legal and binding obligation of the Assignor
enforceable in accordance with its terms and provisions;

(b)    The Assignor is the lessor under all Leases;

(c)    There is no other existing assignment of the Assignor’s entire or any part of its interest in or to any of the Leases, or
any of the rents, issues, income or profits assigned hereunder, nor has the Assignor entered into any agreement to subordinate
any of the Leases or the Assignor’s right to receive any of the rents, issues, income or profits assigned hereunder;

(d)    The Assignor has not executed any instrument or performed any act which may prevent the Assignee from
operating under any of the terms and provisions hereof or which would limit the Assignee in such operation; and
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(e)    There are no defaults by the landlord and, to the Assignor’s knowledge, there are no material defaults by tenants
under any Leases.

4.    Covenants of the Assignor. The Assignor covenants and agrees that so long as this Assignment shall be in effect:

(a)    The Assignor shall not enter into any additional Leases, other than Leases which are entered into in the ordinary
course of the Assignor’s business with individual patients under patient agreements;

(b)    The Assignor shall observe and perform all of the covenants, terms, conditions and agreements contained in the
Leases to be observed or performed by the lessor thereunder, and the Assignor shall not do or suffer to be done anything to
impair the security thereof. The Assignor shall not (i) release the liability of any tenant under any Lease, (ii) consent to any
tenant’s withholding of rent or making monetary advances and off setting the same against future rentals, (iii) consent to any
tenant’s claim of a total or partial eviction, (iv) consent to a tenant termination or cancellation of any Lease, except as
specifically provided therein, or (v) enter into any oral leases with respect to all or any portion of the Premises;

(c)    The Assignor shall not collect any of the rents, issues, income or profits assigned hereunder more than 30 days in
advance of the time when the same shall become due, except for security or similar deposits;

(d)    The Assignor shall not make any other assignment of its entire or any part of its interest in or to any or all Leases,
or any or all rents, issues, income or profits assigned hereunder, except as specifically permitted by the Loan Documents;

(e)    The Assignor shall not modify the terms and provisions of any Lease, nor shall the Assignor give any consent
(including, but not limited to, any consent to any assignment of, or subletting under, any Lease, except as expressly permitted
thereby) or approval required or permitted by such terms and provisions, or cancel or terminate any Lease, without the
Assignee’s prior written consent;

(f)    The Assignor shall not accept a surrender of any Lease or convey or transfer, or suffer or permit a conveyance or
transfer, of the premises demised under any Lease or of any interest in any Lease so as to effect, directly or indirectly,
proximately or remotely, a merger of the estates and rights of, or a termination or diminution of the obligations of, any tenant
thereunder; any termination fees payable under a Lease for the early termination or surrender thereof shall be paid jointly to the
Assignor and the Assignee;

(g)    The Assignor shall not alter, modify or change the terms of any guaranty of any Lease, or cancel or terminate any
such guaranty or do or permit to be done anything which would terminate any such guaranty as a matter of law;

(h)    The Assignor shall not waive or excuse the obligation to pay rent under any Lease;

(i)    The Assignor shall, at its sole cost and expense, appear in and defend any and all actions and proceedings arising
under, relating to or in any manner
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connected with any Lease or the obligations, duties or liabilities of the lessor or any tenant or guarantor thereunder, and shall
pay all costs and expenses of the Assignee, including court costs and reasonable attorneys’ fees actually incurred, in any such
action or proceeding in which the Assignee may appear;

(j)    The Assignor shall give prompt notice to the Assignee of any notice of any default by the lessor under any Lease
received from any tenant or guarantor thereunder;

(k)    The Assignor shall enforce the observance and performance of each covenant, term, condition and agreement
contained in each Lease to be observed and performed by the tenants and guarantors thereunder and shall immediately notify
the Assignee of any material breach by the tenant or guarantor under any such Lease;

(l)    The Assignor shall not permit any of the Leases to become subordinate to any lien or liens other than liens securing
the indebtedness secured hereby or liens for general real estate taxes not delinquent;

(m)    The Assignor shall not execute hereafter any Lease unless there shall be included therein a provision providing
that the tenant thereunder acknowledges that such Lease has been assigned pursuant to this Assignment and agrees not to look
to the Assignee as mortgagee, mortgagee in possession or successor in title to the Premises for accountability for any security
deposit required by lessor under such Lease unless such sums have actually been received in cash by the Assignee as security
for tenant’s performance under such Lease; and

(n)    If any tenant under any Lease is or becomes the subject of any proceeding under the Federal Bankruptcy Code, as
amended from time to time, or any other federal, state or local statute which provides for the possible termination or rejection of
the Leases assigned hereby, the Assignor covenants and agrees that if any such Lease is so terminated or rejected, no settlement
for damages shall be made without the prior written consent of the Assignee, and any check in payment of damages for
termination or rejection of any such Lease will be made payable both to the Assignor and the Assignee. The Assignor hereby
assigns any such payment to the Assignee and further covenants and agrees that upon the request of the Assignee, it will duly
endorse to the order of the Assignee any such check, the proceeds of which shall be applied in accordance with the provisions
of Section 8 below.

5.    Rights Prior to Default. Unless or until an “Event of Default” (as defined in Section 6 hereof) shall occur and be
continuing, the Assignor shall have the right and license to collect, at the time (but in no event more than 30 days in advance) provided
for the payment thereof, all rents, issues, income and profits assigned hereunder, and to retain, use and enjoy the same. Upon the
occurrence of an Event of Default, the Assignor’s right and license to collect such rents, issues, income and profits shall immediately
terminate without further notice thereof to the Assignor. The Assignee shall have the right to notify the tenants under the Leases of the
existence of this Assignment at any time.

6.    Events of Default. Each of the following shall constitute an “Event of Default” under this Assignment:
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(a)    The Assignor fails to pay any amount payable under this Assignment when any such payment is due in accordance
with the terms hereof.

(b)    The Assignor fails to perform or observe, or to cause to be performed or observed, any other obligation, covenant,
term, agreement or provision required to be performed or observed by the Assignor under this Assignment; provided, however,
that:

(i)    If such failure can be cured solely by the payment of money, such failure shall not constitute an Event of
Default unless it shall continue for a period of five days after written notice to the Assignor;

(ii)    If such failure cannot be cured solely by the payment of money and does not pose an emergency or
dangerous condition or a material threat to the security for the Loan, such failure shall not constitute an Event of Default
unless it shall continue for a period of 30 days after written notice to the Assignor; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured within such 30-day
period, and if such failure is susceptible of cure, it shall not constitute an Event of Default if corrective action is
instituted by the Assignor within such 30-day period and is diligently pursued and such failure is cured within 90 days
after the occurrence of such failure.

(c)    The occurrence of an Event of Default under the Loan Agreement or any of the other Loan Documents.

7.    Rights and Remedies Upon Default. At any time upon or following the occurrence and during the continuance of any
Event of Default, the Assignee, at its option, may exercise any one or more of the following rights and remedies without any obligation
to do so, without in any way waiving such Event of Default, without further notice or demand on the Assignor, without regard to the
adequacy of the security for the obligations secured hereby, without releasing the Assignor or any guarantor of the Note from any
obligation, and with or without bringing any action or proceeding to foreclose the Mortgage or any other lien or security interest
granted by the Loan Documents:

(a)    The Assignee may declare the unpaid balance of the principal sum of the Note, together with all accrued and
unpaid interest thereon, immediately due and payable, and in the event of the occurrence of certain Events of Default under the
Loan Agreement, the Note shall automatically become due and payable immediately as provided in the Loan Agreement.

(b)    The Assignee may enter upon and take possession of the Premises, either in person or by agent or by a receiver
appointed by a court, and have, hold, manage, lease and operate the same on such terms and for such period of time as the
Assignee may deem necessary or proper, with full power to make from time to time all alterations, renovations, repairs or
replacements thereto or thereof as may seem proper to the Assignee, to make, enforce, modify and accept the surrender of
Leases,
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to obtain and evict tenants, to fix or modify rents, and to do any other act which the Assignee deems necessary or proper.

(c)    The Assignee may either with or without taking possession of the Premises, demand, sue for, settle, compromise,
collect, and give acquittances for all rents, issues, income and profits of and from the Premises and pursue all remedies for
enforcement of the Leases and all the lessor’s rights therein and thereunder. This Assignment shall constitute an authorization
and direction to the tenants under the Leases to pay all rents and other amounts payable under the Leases to the Assignee,
without proof of default hereunder, upon receipt from the Assignee of written notice to thereafter pay all such rents and other
amounts to the Assignee and to comply with any notice or demand by the Assignee for observance or performance of any of
the covenants, terms, conditions and agreements contained in the Leases to be observed or performed by the tenants thereunder,
and the Assignor shall facilitate in all reasonable ways the Assignee’s collection of such rents, issues, income and profits, and
upon request will execute written notices to the tenants under the Leases to thereafter pay all such rents and other amounts to
the Assignee.

(d)    The Assignee may make any payment or do any act required herein of the Assignor in such manner and to such
extent as the Assignee may deem necessary, and any amount so paid by the Assignee shall become immediately due and
payable by the Assignor with interest thereon until paid at the Default Rate and shall be secured by this Assignment.

8.    Application of Funds. Except as otherwise provided in the Mortgage or by applicable law, all sums collected and received
by the Assignee out of the rents, issues, income and profits of the Premises following the occurrence of any one or more Events of
Default shall be applied in such order as the Assignee shall elect in its sole and absolute discretion.

9.    Limitation of the Assignee’s Liability . The Assignee shall not be liable for any loss sustained by the Assignor resulting
from the Assignee’s failure to let the Premises or from any other act or omission of the Assignee in managing, operating or maintaining
the Premises following the occurrence of an Event of Default. The Assignee shall not be obligated to observe, perform or discharge,
nor does the Assignee hereby undertake to observe, perform or discharge any covenant, term, condition or agreement contained in any
Lease to be observed or performed by the lessor thereunder, or any obligation, duty or liability of the Assignor under or by reason of
this Assignment. The Assignor shall and does hereby agree to indemnify, defend (using counsel satisfactory to the Assignee) and hold
the Assignee harmless from and against any and all liability, loss or damage which the Assignee may incur under any Lease or under
or by reason of this Assignment and of and from any and all claims and demands whatsoever which may be asserted against the
Assignee by reason of any alleged obligation or undertaking on the Assignee’s part to observe or perform any of the covenants, terms,
conditions and agreements contained in any Lease; provided, however, in no event shall the Assignor be liable for any liability, loss or
damage which the Assignee incurs as a result of the Assignee’s gross negligence or willful misconduct. Should the Assignee incur any
such liability, loss or damage under any Lease or under or by reason of this Assignment, or in the defense of any such claim or
demand, the amount thereof, including costs, expenses and reasonable attorneys’ fees actually incurred, shall become immediately due
and payable by the Assignor with interest thereon at the Default Rate and shall be secured by this Assignment. This Assignment shall
not operate to place responsibility upon the Assignee for the care,
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control, management or repair of the Premises or for the carrying out of any of the covenants, terms, conditions and agreements
contained in any Lease, nor shall it operate to make the Assignee responsible or liable for any waste committed upon the Premises by
any tenant, occupant or other party, or for any dangerous or defective condition of the Premises, or for any negligence in the
management, upkeep, repair or control of the Premises resulting in loss or injury or death to any tenant, occupant, licensee, employee
or stranger. Nothing set forth herein or in the Mortgage, and no exercise by the Assignee of any of the rights set forth herein or in the
Mortgage shall constitute or be construed as constituting the Assignee a “mortgagee in possession” of the Premises, in the absence of
the taking of actual possession of the Premises by the Assignee pursuant to the provisions hereof or of the Mortgage.

10.    No Waiver. Nothing contained in this Assignment and no act done or omitted to be done by the Assignee pursuant to the
rights and powers granted to it hereunder shall be deemed to be a waiver by the Assignee of its rights and remedies under any of the
Loan Documents. This Assignment is made and accepted without prejudice to any of the rights and remedies of the Assignee under the
terms and provisions of such instruments, and the Assignee may exercise any of its rights and remedies under the terms and provisions
of such instruments either prior to, simultaneously with, or subsequent to any action taken by the Assignee hereunder. The Assignee
may take or release any other security for the performance of the obligations secured hereby, may release any party primarily or
secondarily liable therefor, and may apply any other security held by it for the satisfaction of the obligations secured hereby without
prejudice to any of the Assignee’s rights and powers hereunder.

11.    Further Assurances. The Assignor shall execute or cause to be executed such additional instruments (including, but not
limited to, general or specific assignments of such Leases as the Assignee may designate) and shall do or cause to be done such further
acts, as the Assignee may request, in order to permit the Assignee to perfect, protect, preserve and maintain the assignment made to the
Assignee by this Assignment.

12.    Security Deposits. The Assignor acknowledges that the Assignee has not received for its own account any security
deposited by any tenant pursuant to the terms of the Leases and that the Assignee assumes no responsibility or liability for any security
so deposited.

13.    Compliance with Law of State.

(a)    If any provision in this Assignment shall be inconsistent with any provision of the applicable laws of the State in which the
Premises are located, such laws shall take precedence over the provisions of this Assignment, but shall not invalidate or render
unenforceable any other provision of this Assignment that can be construed in a manner consistent with such laws.

(b)    If any provision of this Assignment shall grant to the Assignee any powers, rights or remedies prior to, upon or following
the occurrence of an Event of Default which are more limited than the powers, rights or remedies that would otherwise be vested in the
Assignee under applicable laws of the State in which the Premises are located in the absence of said provision, the Assignee shall be
vested with the powers, rights and remedies granted by such laws to the full extent permitted by law.
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14.    Severability. If any provision of this Assignment is deemed to be invalid by reason of the operation of law, or by reason
of the interpretation placed thereon by any administrative agency or any court, the Assignee and the Assignor shall negotiate an
equitable adjustment in the provisions of the same in order to effect, to the maximum extent permitted by law, the purpose of this
Assignment and the validity and enforceability of the remaining provisions, or portions or applications thereof, shall not be affected
thereby and shall remain in full force and effect.

15.    Incorporation of Section 12.2 of Loan Agreement. The provisions of Section 12.2 of the Loan Agreement are hereby
incorporated into and made a part of this Assignment.

16.    Successors and Assigns. This Assignment is binding upon the Assignor and its legal representatives, successors and
assigns, and the rights, powers and remedies of the Assignee under this Assignment shall inure to the benefit of the Assignee and its
successors and assigns.

17.    Prior Agreements; No Reliance; Modifications. This Assignment shall represent the entire, integrated agreement
between the parties hereto relating to the subject matter of this Assignment, and shall supersede all prior negotiations, representations or
agreements pertaining thereto, either oral or written. The Assignor acknowledges it is executing this Assignment without relying on
any statements, representations or warranties, either oral or written, that are not expressly set forth herein. This Assignment and any
provision hereof shall not be modified, amended, waived or discharged in any manner other than by a written amendment executed by
all parties to this Assignment.

18.    Duration. This Assignment shall become null and void at such time as the Assignor shall have paid the principal sum of
the Note, together with all interest thereon, and shall have fully paid and performed all of the other obligations secured hereby and by
the other Loan Documents. The recording of a satisfaction of the Mortgage by the Assignee shall terminate this Assignment.

19.    Governing Law. This Assignment shall be governed by and construed in accordance with the laws of the State of
Arkansas.

20.    Notices. All notices, demands, requests and other correspondence which are required or permitted to be given hereunder
shall be deemed sufficiently given when delivered or mailed in the manner and to the addresses of the Assignor and the Assignee, as
the case may be, as specified in the Mortgage.

21.    Captions. The captions and headings of various Sections of this Assignment and exhibits pertaining hereto are for
convenience only and are not to be considered as defining or limiting in any way the scope or intent of the provisions hereof.

22.    Gender and Number. Any word herein which is expressed in the masculine or neuter gender shall be deemed to include
the masculine, feminine and neuter genders. Any word herein which is expressed in the singular or plural number shall be deemed,
whenever appropriate in the context, to include the singular and the plural.
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23.    Counterparts; Electronic Signatures. This Assignment may be executed in any number of counterparts and by the
different parties hereto on separate counterparts and each such counterpart shall be deemed to be an original, but all such counterparts
shall together constitute but one and the same document. Receipt of an executed signature page to this Assignment by facsimile or
other electronic transmission shall constitute effective delivery thereof. An electronic record of this executed Assignment maintained by
the Assignee shall be deemed to be an original.

24.    Construction. Each party to this Assignment and legal counsel to each party have participated in the drafting of this
Assignment, and accordingly the general rule of construction to the effect that any ambiguities in a contract are to be resolved against
the party drafting the contract shall not be employed in the construction and interpretation of this Assignment.

25.    Litigations Provisions.

(a)    Consent to Jurisdiction. THE ASSIGNOR CONSENTS AND SUBMITS TO THE JURISDICTION OF ANY
STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL COURT
LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES ARE LOCATED, IN
WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS ASSIGNMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

(b)    Consent to Venue. THE ASSIGNOR AGREES THAT ANY LEGAL PROCEEDING RELATING TO THIS
ASSIGNMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST THE
ASSIGNOR IN ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY STATE OR
FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES ARE
LOCATED. THE ASSIGNOR WAIVES ANY OBJECTION TO VENUE IN ANY SUCH COURT AND WAIVES ANY
RIGHT IT MAY HAVE TO TRANSFER OR CHANGE THE VENUE FROM ANY SUCH COURT.

(c)    No Proceedings in Other Jurisdictions. THE ASSIGNOR AGREES THAT IT WILL NOT COMMENCE ANY
LEGAL PROCEEDING AGAINST THE ASSIGNEE RELATING IN ANY MANNER TO THIS ASSIGNMENT, THE
LOAN OR ANY OF THE OTHER LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL
COURT LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY THE
ASSIGNEE AGAINST THE ASSIGNOR IN A COURT IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM
IN SUCH LEGAL PROCEEDING.

(d)    Waiver of Jury Trial . THE ASSIGNOR HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL
PROCEEDING RELATING TO THIS ASSIGNMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



IN WITNESS WHEREOF, the Assignor has executed and delivered this Assignment as of the day and year first above
written.

WOODLAND HILLS HC PROPERTY HOLDINGS, LLC

By /s/ William McBride III            
William McBride III, Manager

ACKNOWLEDGMENT

STATE OF GEORGIA    )
) ss:        

COUNTY OF FULTON    )

On this day, before me, the undersigned, a Notary Public, duly commissioned, qualified and acting, within and for said County
and State, appeared in person the within named William McBride III, to me personally well known, who stated that he is the Manager
of Woodland Hills Property Holdings, LLC, a Georgia limited liability company and was duly authorized in that capacity to execute
the foregoing instrument for and in the name and behalf of said company, and further stated and acknowledged that he had so signed,
executed and delivered the foregoing instrument for the consideration, uses and purposes therein mentioned and set forth.

    

- AdCare Arkansas Owner Loan Assignment of Rents (Woodland Hills) -
- Signature/Acknowledgment Page -
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EXHIBIT A

LEGAL DESCRIPTION OF REAL ESTATE

Real property in the City of Little Rock, County of Pulaski, State of Arkansas, described as follows:

Tract C-1-R, Riley’s Replat of Tract C, Kellwood Subdivision, in the City of Little Rock, Arkansas as shown on plat recorded as Plat
No. B-068 and the S1/2 of a strip of land formerly platted as Riley Drive, that is abutting and contiguous to Tract C-1-R, Riley’s
Replat of Tract C, Kellwood, which was closed by Ordinance No. 16,354, a certified copy filed for record February 11, 1993 and
recorded as Instrument No. 93-08724, records of Pulaski County, Arkansas, Less and Except: Part of Tract C-1-R, Riley’s Replat of
Tract C, Kellwood Subdivision, in the City of Little Rock, Pulaski County, Arkansas, more particularly described as follows:
Commencing at a found iron pin for the Southwest corner of said Tract C-1-R for the point of beginning; thence North 0 degrees17
minutes 06 seconds West, 303.41 feet to a set iron pin; thence North 88 degrees 55 minutes 59 seconds East, 656.12 feet to a set iron
pin; thence South 0 degrees 18 minutes 35 seconds East, 319.52 feet to found iron pin; thence North 89 degrees 39 minutes 39 seconds
West, 656.23 feet to the point of beginning.

Easement North Side:

Together with a non exclusive easement for ingress and egress over that portion of Riley Drive which was closed by Ordinance No.
16,354, a certified copy filed for record February 11, 1993 and recorded as Instrument No. 93-08724, records of Pulaski County,
Arkansas.

Easement East Side:

And together with a non exclusive easement for ingress and egress described as: Commencing at the Southwest corner of Tract C-1-R;
thence North 0 degrees 17 minutes 06 seconds West, 303.41 feet; thence North 88 degrees 55 minutes 59 seconds East, 656.12 feet;
thence North 0 degrees 18 minutes 35 seconds West, 86.02 feet to the point of beginning of said road easement; thence North 0
degrees 18 minutes 35 seconds West, 135.0 feet; thence South 30 degrees 43 minutes 21 seconds East, 30.0 feet; thence South 7
degrees 37 minutes West, 110.18 feet to the point of beginning.

Tax Parcel ID: 44L0390100101
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Exhibit 10.392

18985265.2                                         (1.2)
02-24-15

This Document Prepared by
and after Recording Return to:

Elizabeth Pfeiler Marriott
Seyfarth Shaw LLP
131 South Dearborn Street
Suite 2400
Chicago, Illinois 60603
________________________________________________________________________

ABSOLUTE ASSIGNMENT OF RENTS AND LEASES

THIS ABSOLUTE ASSIGNMENT OF RENTS AND LEASES  dated as of February 25, 2015 (this “Assignment”), is
executed by APH&R PROPERTY HOLDINGS, LLC, a Georgia limited liability company (the “Assignor”), to and for the benefit
of THE PRIVATEBANK AND TRUST COMPANY, an Illinois banking corporation (the “Assignee”).

RECITALS

A.    Pursuant to the terms of a Loan Agreement of even date herewith (the “Loan Agreement”), by and among the Assignor,
Northridge HC&R Property Holdings, LLC, a Georgia limited liability company, and Woodland Hills HC Property Holdings, LLC, a
Georgia limited liability company (the Assignor together with Northridge HC&R Property Holdings, LLC, and Woodland Hills HC
Property Holdings, LLC, the “Borrowers”) and the Assignee, the Assignee has agreed to make a loan to the Borrowers in the
principal amount of $12,000,000 (the “Loan”). The Borrowers are executing a Promissory Note of even date herewith (the “Note”)
payable to the order of the Assignee to evidence the Loan.

B.    A condition precedent to the Assignee’s making of the Loan by the Assignee to the Borrowers is the execution and
delivery by the Assignor of this Assignment.

AGREEMENTS

FOR GOOD AND VALUABLE CONSIDERATION , the receipt and sufficiency of which are hereby acknowledged, the
parties hereto mutually agree as follows:

1.    Definitions. All capitalized terms which are not defined herein shall have the meanings ascribed thereto in the Loan
Agreement.

2.    Absolute and Present Assignment. The Assignor hereby bargains, grants, sells, transfers, conveys, sets over and assigns
to the Assignee, it successors and assigns, as an Absolute Assignment and not merely one for security, all of the right, title and interest
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of the Assignor in and to (i) all of the rents, revenues, issues, profits, proceeds, receipts, income, accounts and other receivables arising
out of or from the land legally described in Exhibit A attached hereto and made a part hereof and all buildings and other improvements
located thereon (said land and improvements being hereinafter referred to collectively as the “Premises”), including, without
limitation, lease termination fees, purchase option fees and other fees and expenses payable under any lease; (ii) all leases and subleases
(collectively, “Leases”), now or hereafter existing, of all or any part of the Premises together with all guaranties of any of such Leases
and all security deposits delivered by tenants thereunder, whether in cash or letter of credit; (iii) all rights and claims for damage against
tenants arising out of defaults under the Leases, including rights to termination fees and compensation with respect to rejected Leases
pursuant to Section 365(a) of the Federal Bankruptcy Code or any replacement Section thereof; and (iv) all tenant improvements and
fixtures located on the Premises. This Assignment is an absolute perfected and present transfer and assignment of the foregoing
interests to the Assignee, and not an assignment for security purposes only, which secures:

(a)    Payment by the Borrowers when due of (i) the indebtedness evidenced by the Note and any and all renewals,
extensions, replacements, amendments, modifications and refinancings thereof; (ii) any and all other indebtedness and
obligations that may be due and owing to the Assignee by the Borrowers under or with respect to the “Loan Documents” (as
defined in the Loan Agreement); and (iii) all costs and expenses paid or incurred by the Assignee in enforcing its rights
hereunder, including without limitation, court costs and reasonable attorneys’ fees actually incurred; and

(b)    Observance and performance by the Borrowers of the covenants, conditions, agreements, representations,
warranties and other liabilities and obligations of the Borrowers or any other obligor to or benefiting the Assignee which are
evidenced or secured by or otherwise provided in the Note, this Assignment or any of the other Loan Documents, together with
all amendments and modifications thereof.

3.    Representations and Warranties of Assignor. The Assignor represents and warrants to the Assignee that:

(a)    This Assignment, as executed by the Assignor, constitutes the legal and binding obligation of the Assignor
enforceable in accordance with its terms and provisions;

(b)    The Assignor is the lessor under all Leases;

(c)    There is no other existing assignment of the Assignor’s entire or any part of its interest in or to any of the Leases, or
any of the rents, issues, income or profits assigned hereunder, nor has the Assignor entered into any agreement to subordinate
any of the Leases or the Assignor’s right to receive any of the rents, issues, income or profits assigned hereunder;

(d)    The Assignor has not executed any instrument or performed any act which may prevent the Assignee from
operating under any of the terms and provisions hereof or which would limit the Assignee in such operation; and
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(e)    There are no defaults by the landlord and, to the Assignor’s knowledge, there are no material defaults by tenants
under any Leases.

4.    Covenants of the Assignor. The Assignor covenants and agrees that so long as this Assignment shall be in effect:

(a)    The Assignor shall not enter into any additional Leases, other than Leases which are entered into in the ordinary
course of the Assignor’s business with individual patients under patient agreements;

(b)    The Assignor shall observe and perform all of the covenants, terms, conditions and agreements contained in the
Leases to be observed or performed by the lessor thereunder, and the Assignor shall not do or suffer to be done anything to
impair the security thereof. The Assignor shall not (i) release the liability of any tenant under any Lease, (ii) consent to any
tenant’s withholding of rent or making monetary advances and off setting the same against future rentals, (iii) consent to any
tenant’s claim of a total or partial eviction, (iv) consent to a tenant termination or cancellation of any Lease, except as
specifically provided therein, or (v) enter into any oral leases with respect to all or any portion of the Premises;

(c)    The Assignor shall not collect any of the rents, issues, income or profits assigned hereunder more than 30 days in
advance of the time when the same shall become due, except for security or similar deposits;

(d)    The Assignor shall not make any other assignment of its entire or any part of its interest in or to any or all Leases,
or any or all rents, issues, income or profits assigned hereunder, except as specifically permitted by the Loan Documents;

(e)    The Assignor shall not modify the terms and provisions of any Lease, nor shall the Assignor give any consent
(including, but not limited to, any consent to any assignment of, or subletting under, any Lease, except as expressly permitted
thereby) or approval required or permitted by such terms and provisions, or cancel or terminate any Lease, without the
Assignee’s prior written consent;

(f)    The Assignor shall not accept a surrender of any Lease or convey or transfer, or suffer or permit a conveyance or
transfer, of the premises demised under any Lease or of any interest in any Lease so as to effect, directly or indirectly,
proximately or remotely, a merger of the estates and rights of, or a termination or diminution of the obligations of, any tenant
thereunder; any termination fees payable under a Lease for the early termination or surrender thereof shall be paid jointly to the
Assignor and the Assignee;

(g)    The Assignor shall not alter, modify or change the terms of any guaranty of any Lease, or cancel or terminate any
such guaranty or do or permit to be done anything which would terminate any such guaranty as a matter of law;

(h)    The Assignor shall not waive or excuse the obligation to pay rent under any Lease;

(i)    The Assignor shall, at its sole cost and expense, appear in and defend any and all actions and proceedings arising
under, relating to or in any manner
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connected with any Lease or the obligations, duties or liabilities of the lessor or any tenant or guarantor thereunder, and shall
pay all costs and expenses of the Assignee, including court costs and reasonable attorneys’ fees actually incurred, in any such
action or proceeding in which the Assignee may appear;

(j)    The Assignor shall give prompt notice to the Assignee of any notice of any default by the lessor under any Lease
received from any tenant or guarantor thereunder;

(k)    The Assignor shall enforce the observance and performance of each covenant, term, condition and agreement
contained in each Lease to be observed and performed by the tenants and guarantors thereunder and shall immediately notify
the Assignee of any material breach by the tenant or guarantor under any such Lease;

(l)    The Assignor shall not permit any of the Leases to become subordinate to any lien or liens other than liens securing
the indebtedness secured hereby or liens for general real estate taxes not delinquent;

(m)    The Assignor shall not execute hereafter any Lease unless there shall be included therein a provision providing
that the tenant thereunder acknowledges that such Lease has been assigned pursuant to this Assignment and agrees not to look
to the Assignee as mortgagee, mortgagee in possession or successor in title to the Premises for accountability for any security
deposit required by lessor under such Lease unless such sums have actually been received in cash by the Assignee as security
for tenant’s performance under such Lease; and

(n)    If any tenant under any Lease is or becomes the subject of any proceeding under the Federal Bankruptcy Code, as
amended from time to time, or any other federal, state or local statute which provides for the possible termination or rejection of
the Leases assigned hereby, the Assignor covenants and agrees that if any such Lease is so terminated or rejected, no settlement
for damages shall be made without the prior written consent of the Assignee, and any check in payment of damages for
termination or rejection of any such Lease will be made payable both to the Assignor and the Assignee. The Assignor hereby
assigns any such payment to the Assignee and further covenants and agrees that upon the request of the Assignee, it will duly
endorse to the order of the Assignee any such check, the proceeds of which shall be applied in accordance with the provisions
of Section 8 below.

5.    Rights Prior to Default. Unless or until an “Event of Default” (as defined in Section 6 hereof) shall occur and be
continuing, the Assignor shall have the right and license to collect, at the time (but in no event more than 30 days in advance) provided
for the payment thereof, all rents, issues, income and profits assigned hereunder, and to retain, use and enjoy the same. Upon the
occurrence of an Event of Default, the Assignor’s right and license to collect such rents, issues, income and profits shall immediately
terminate without further notice thereof to the Assignor. The Assignee shall have the right to notify the tenants under the Leases of the
existence of this Assignment at any time.

6.    Events of Default. Each of the following shall constitute an “Event of Default” under this Assignment:
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(a)    The Assignor fails to pay any amount payable under this Assignment when any such payment is due in accordance
with the terms hereof.

(b)    The Assignor fails to perform or observe, or to cause to be performed or observed, any other obligation, covenant,
term, agreement or provision required to be performed or observed by the Assignor under this Assignment; provided, however,
that:

(i)    If such failure can be cured solely by the payment of money, such failure shall not constitute an Event of
Default unless it shall continue for a period of five days after written notice to the Assignor;

(ii)    If such failure cannot be cured solely by the payment of money and does not pose an emergency or
dangerous condition or a material threat to the security for the Loan, such failure shall not constitute an Event of Default
unless it shall continue for a period of 30 days after written notice to the Assignor; and

(iii)    If a failure described in (ii) above is of such a nature that it cannot reasonably be cured within such 30-day
period, and if such failure is susceptible of cure, it shall not constitute an Event of Default if corrective action is
instituted by the Assignor within such 30-day period and is diligently pursued and such failure is cured within 90 days
after the occurrence of such failure.

(c)    The occurrence of an Event of Default under the Loan Agreement or any of the other Loan Documents.

7.    Rights and Remedies Upon Default. At any time upon or following the occurrence and during the continuance of any
Event of Default, the Assignee, at its option, may exercise any one or more of the following rights and remedies without any obligation
to do so, without in any way waiving such Event of Default, without further notice or demand on the Assignor, without regard to the
adequacy of the security for the obligations secured hereby, without releasing the Assignor or any guarantor of the Note from any
obligation, and with or without bringing any action or proceeding to foreclose the Mortgage or any other lien or security interest
granted by the Loan Documents:

(a)    The Assignee may declare the unpaid balance of the principal sum of the Note, together with all accrued and
unpaid interest thereon, immediately due and payable, and in the event of the occurrence of certain Events of Default under the
Loan Agreement, the Note shall automatically become due and payable immediately as provided in the Loan Agreement.

(b)    The Assignee may enter upon and take possession of the Premises, either in person or by agent or by a receiver
appointed by a court, and have, hold, manage, lease and operate the same on such terms and for such period of time as the
Assignee may deem necessary or proper, with full power to make from time to time all alterations, renovations, repairs or
replacements thereto or thereof as may seem proper to the Assignee, to make, enforce, modify and accept the surrender of
Leases,
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to obtain and evict tenants, to fix or modify rents, and to do any other act which the Assignee deems necessary or proper.

(c)    The Assignee may either with or without taking possession of the Premises, demand, sue for, settle, compromise,
collect, and give acquittances for all rents, issues, income and profits of and from the Premises and pursue all remedies for
enforcement of the Leases and all the lessor’s rights therein and thereunder. This Assignment shall constitute an authorization
and direction to the tenants under the Leases to pay all rents and other amounts payable under the Leases to the Assignee,
without proof of default hereunder, upon receipt from the Assignee of written notice to thereafter pay all such rents and other
amounts to the Assignee and to comply with any notice or demand by the Assignee for observance or performance of any of
the covenants, terms, conditions and agreements contained in the Leases to be observed or performed by the tenants thereunder,
and the Assignor shall facilitate in all reasonable ways the Assignee’s collection of such rents, issues, income and profits, and
upon request will execute written notices to the tenants under the Leases to thereafter pay all such rents and other amounts to
the Assignee.

(d)    The Assignee may make any payment or do any act required herein of the Assignor in such manner and to such
extent as the Assignee may deem necessary, and any amount so paid by the Assignee shall become immediately due and
payable by the Assignor with interest thereon until paid at the Default Rate and shall be secured by this Assignment.

8.    Application of Funds. Except as otherwise provided in the Mortgage or by applicable law, all sums collected and received
by the Assignee out of the rents, issues, income and profits of the Premises following the occurrence of any one or more Events of
Default shall be applied in such order as the Assignee shall elect in its sole and absolute discretion.

9.    Limitation of the Assignee’s Liability . The Assignee shall not be liable for any loss sustained by the Assignor resulting
from the Assignee’s failure to let the Premises or from any other act or omission of the Assignee in managing, operating or maintaining
the Premises following the occurrence of an Event of Default. The Assignee shall not be obligated to observe, perform or discharge,
nor does the Assignee hereby undertake to observe, perform or discharge any covenant, term, condition or agreement contained in any
Lease to be observed or performed by the lessor thereunder, or any obligation, duty or liability of the Assignor under or by reason of
this Assignment. The Assignor shall and does hereby agree to indemnify, defend (using counsel satisfactory to the Assignee) and hold
the Assignee harmless from and against any and all liability, loss or damage which the Assignee may incur under any Lease or under
or by reason of this Assignment and of and from any and all claims and demands whatsoever which may be asserted against the
Assignee by reason of any alleged obligation or undertaking on the Assignee’s part to observe or perform any of the covenants, terms,
conditions and agreements contained in any Lease; provided, however, in no event shall the Assignor be liable for any liability, loss or
damage which the Assignee incurs as a result of the Assignee’s gross negligence or willful misconduct. Should the Assignee incur any
such liability, loss or damage under any Lease or under or by reason of this Assignment, or in the defense of any such claim or
demand, the amount thereof, including costs, expenses and reasonable attorneys’ fees actually incurred, shall become immediately due
and payable by the Assignor with interest thereon at the Default Rate and
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shall be secured by this Assignment. This Assignment shall not operate to place responsibility upon the Assignee for the care, control,
management or repair of the Premises or for the carrying out of any of the covenants, terms, conditions and agreements contained in
any Lease, nor shall it operate to make the Assignee responsible or liable for any waste committed upon the Premises by any tenant,
occupant or other party, or for any dangerous or defective condition of the Premises, or for any negligence in the management, upkeep,
repair or control of the Premises resulting in loss or injury or death to any tenant, occupant, licensee, employee or stranger. Nothing set
forth herein or in the Mortgage, and no exercise by the Assignee of any of the rights set forth herein or in the Mortgage shall constitute
or be construed as constituting the Assignee a “mortgagee in possession” of the Premises, in the absence of the taking of actual
possession of the Premises by the Assignee pursuant to the provisions hereof or of the Mortgage.

10.    No Waiver. Nothing contained in this Assignment and no act done or omitted to be done by the Assignee pursuant to the
rights and powers granted to it hereunder shall be deemed to be a waiver by the Assignee of its rights and remedies under any of the
Loan Documents. This Assignment is made and accepted without prejudice to any of the rights and remedies of the Assignee under the
terms and provisions of such instruments, and the Assignee may exercise any of its rights and remedies under the terms and provisions
of such instruments either prior to, simultaneously with, or subsequent to any action taken by the Assignee hereunder. The Assignee
may take or release any other security for the performance of the obligations secured hereby, may release any party primarily or
secondarily liable therefor, and may apply any other security held by it for the satisfaction of the obligations secured hereby without
prejudice to any of the Assignee’s rights and powers hereunder.

11.    Further Assurances. The Assignor shall execute or cause to be executed such additional instruments (including, but not
limited to, general or specific assignments of such Leases as the Assignee may designate) and shall do or cause to be done such further
acts, as the Assignee may request, in order to permit the Assignee to perfect, protect, preserve and maintain the assignment made to the
Assignee by this Assignment.

12.    Security Deposits. The Assignor acknowledges that the Assignee has not received for its own account any security
deposited by any tenant pursuant to the terms of the Leases and that the Assignee assumes no responsibility or liability for any security
so deposited.

13.    Compliance with Law of State.

(a)    If any provision in this Assignment shall be inconsistent with any provision of the applicable laws of the State in which the
Premises are located, such laws shall take precedence over the provisions of this Assignment, but shall not invalidate or render
unenforceable any other provision of this Assignment that can be construed in a manner consistent with such laws.

(b)    If any provision of this Assignment shall grant to the Assignee any powers, rights or remedies prior to, upon or following
the occurrence of an Event of Default which are more limited than the powers, rights or remedies that would otherwise be vested in the
Assignee under applicable laws of the State in which the Premises are located in the absence of said provision, the Assignee shall be
vested with the powers, rights and remedies granted by such laws to the full extent permitted by law.
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14.    Severability. If any provision of this Assignment is deemed to be invalid by reason of the operation of law, or by reason
of the interpretation placed thereon by any administrative agency or any court, the Assignee and the Assignor shall negotiate an
equitable adjustment in the provisions of the same in order to effect, to the maximum extent permitted by law, the purpose of this
Assignment and the validity and enforceability of the remaining provisions, or portions or applications thereof, shall not be affected
thereby and shall remain in full force and effect.

15.    Incorporation of Section 12.2 of Loan Agreement. The provisions of Section 12.2 of the Loan Agreement are hereby
incorporated into and made a part of this Assignment.

16.    Successors and Assigns. This Assignment is binding upon the Assignor and its legal representatives, successors and
assigns, and the rights, powers and remedies of the Assignee under this Assignment shall inure to the benefit of the Assignee and its
successors and assigns.

17.    Prior Agreements; No Reliance; Modifications. This Assignment shall represent the entire, integrated agreement
between the parties hereto relating to the subject matter of this Assignment, and shall supersede all prior negotiations, representations or
agreements pertaining thereto, either oral or written. The Assignor acknowledges it is executing this Assignment without relying on
any statements, representations or warranties, either oral or written, that are not expressly set forth herein. This Assignment and any
provision hereof shall not be modified, amended, waived or discharged in any manner other than by a written amendment executed by
all parties to this Assignment.

18.    Duration. This Assignment shall become null and void at such time as the Assignor shall have paid the principal sum of
the Note, together with all interest thereon, and shall have fully paid and performed all of the other obligations secured hereby and by
the other Loan Documents. The recording of a satisfaction of the Mortgage by the Assignee shall terminate this Assignment.

19.    Governing Law. This Assignment shall be governed by and construed in accordance with the laws of the State of
Arkansas.

20.    Notices. All notices, demands, requests and other correspondence which are required or permitted to be given hereunder
shall be deemed sufficiently given when delivered or mailed in the manner and to the addresses of the Assignor and the Assignee, as
the case may be, as specified in the Mortgage.

21.    Captions. The captions and headings of various Sections of this Assignment and exhibits pertaining hereto are for
convenience only and are not to be considered as defining or limiting in any way the scope or intent of the provisions hereof.

22.    Gender and Number. Any word herein which is expressed in the masculine or neuter gender shall be deemed to include
the masculine, feminine and neuter genders. Any word herein which is expressed in the singular or plural number shall be deemed,
whenever appropriate in the context, to include the singular and the plural.
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23.    Counterparts; Electronic Signatures. This Assignment may be executed in any number of counterparts and by the
different parties hereto on separate counterparts and each such counterpart shall be deemed to be an original, but all such counterparts
shall together constitute but one and the same document. Receipt of an executed signature page to this Assignment by facsimile or
other electronic transmission shall constitute effective delivery thereof. An electronic record of this executed Assignment maintained by
the Assignee shall be deemed to be an original.

24.    Construction. Each party to this Assignment and legal counsel to each party have participated in the drafting of this
Assignment, and accordingly the general rule of construction to the effect that any ambiguities in a contract are to be resolved against
the party drafting the contract shall not be employed in the construction and interpretation of this Assignment.

25.    Litigations Provisions.

(a)    Consent to Jurisdiction. THE ASSIGNOR CONSENTS AND SUBMITS TO THE JURISDICTION OF ANY
STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, AND OF ANY STATE OR FEDERAL COURT
LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES ARE LOCATED, IN
WHICH ANY LEGAL PROCEEDING MAY BE COMMENCED OR PENDING RELATING IN ANY MANNER TO
THIS ASSIGNMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

(b)    Consent to Venue. THE ASSIGNOR AGREES THAT ANY LEGAL PROCEEDING RELATING TO THIS
ASSIGNMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS MAY BE BROUGHT AGAINST THE
ASSIGNOR IN ANY STATE OR FEDERAL COURT LOCATED IN CHICAGO, ILLINOIS, OR ANY STATE OR
FEDERAL COURT LOCATED OR HAVING JURISDICTION IN THE COUNTY IN WHICH THE PREMISES ARE
LOCATED. THE ASSIGNOR WAIVES ANY OBJECTION TO VENUE IN ANY SUCH COURT AND WAIVES ANY
RIGHT IT MAY HAVE TO TRANSFER OR CHANGE THE VENUE FROM ANY SUCH COURT.

(c)    No Proceedings in Other Jurisdictions. THE ASSIGNOR AGREES THAT IT WILL NOT COMMENCE ANY
LEGAL PROCEEDING AGAINST THE ASSIGNEE RELATING IN ANY MANNER TO THIS ASSIGNMENT, THE
LOAN OR ANY OF THE OTHER LOAN DOCUMENTS IN ANY COURT OTHER THAN A STATE OR FEDERAL
COURT LOCATED IN CHICAGO, ILLINOIS, OR IF A LEGAL PROCEEDING IS COMMENCED BY THE
ASSIGNEE AGAINST THE ASSIGNOR IN A COURT IN ANOTHER LOCATION, BY WAY OF A COUNTERCLAIM
IN SUCH LEGAL PROCEEDING.

(d)    Waiver of Jury Trial . THE ASSIGNOR HEREBY WAIVES TRIAL BY JURY IN ANY LEGAL
PROCEEDING RELATING TO THIS ASSIGNMENT, THE LOAN OR ANY OF THE OTHER LOAN DOCUMENTS.

[SIGNATURE PAGE(S) AND EXHIBIT(S),
IF ANY, FOLLOW THIS PAGE]
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IN WITNESS WHEREOF, the Assignor has executed and delivered this Assignment as of the day and year first above
written.

APH&R PROPERTY HOLDINGS, LLC

By /s/ William McBride III            
William McBride III, Manager

ACKNOWLEDGMENT

STATE OF GEORGIA    )
) ss:        

COUNTY OF FULTON    )

On this day, before me, the undersigned, a Notary Public, duly commissioned, qualified and acting, within and for said County
and State, appeared in person the within named William McBride III, to me personally well known, who stated that he is the Manager
of APH&R Property Holdings, LLC, a Georgia limited liability company and was duly authorized in that capacity to execute the
foregoing instrument for and in the name and behalf of said company, and further stated and acknowledged that he had so signed,
executed and delivered the foregoing instrument for the consideration, uses and purposes therein mentioned and set forth.

- AdCare Arkansas Owner Loan Assignment of Rents (Cumberland) -
- Signature/Acknowledgment Page -
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EXHIBIT A

LEGAL DESCRIPTION OF REAL ESTATE

Real property in the City of Little Rock, County of Pulaski, State of Arkansas, described as follows:

All of Block 19, Original City of Little Rock, Pulaski County, Arkansas, Less and Except the West 50 feet of Lots 1, 2 and 3 of said
Block 19, Original City of Little Rock, Pulaski County, Arkansas.

Tax Parcel ID: 34L0200113600
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Exhibit 10.393

AMENDMENT TO PROMISSORY NOTE

THIS AMENDMENT TO PROMISSORY NOTE (this “Amendment”) is made and entered into as of the 25th day of
March, 2015 by and between RIVERCHASE VILLAGE ADK, LLC , a Georgia limited liability company (“Riverchase”) and
ADCARE HEALTH SYSTEMS, INC., a Georgia corporation (“AdCare”). Any capitalized terms not otherwise defined herein
shall have the meaning ascribed to them in the Note (as defined below).

W I T N E S S E T H:

WHEREAS, on October 10, 2014, Riverchase executed and delivered to AdCare that certain Promissory Note in the amount
of $177,323.00 (the “Note”).

WHEREAS, Riverchase and AdCare desire to modify and amend the Note and desire to set forth their agreement in writing.

NOW, THEREFORE , for and in consideration of the foregoing premises, and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, Riverchase and AdCare agree that the Note shall be modified and
amended in the following respects.

1. The Note is hereby amended by deleting the second paragraph in its entirety and by substituting the following in lieu
thereof:

Riverchase acknowledges and agrees that the principal amount of this Note (the “Principal”) shall be increased from
time to time by the amount of any real property tax payments made by AdCare with respect to the Riverchase Facility. The
Principal shall not bear interest.

2. In all other respects, the Note is hereby ratified and confirmed in its entirety.

IN WITNESS WHEREOF, Riverchase and AdCare have caused this Amendment to be executed as of the date first written
hereinabove.

[Intentionally Blank; Signatures on Following Page]
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RIVERCHASE:

RIVERCHASE VILLAGE ADK, LLC,
a Georgia limited liability company

                            

  

By: /s/ Christopher F. Brogdon
Name: Christopher F. Brogdon
Title: Manager

ADCARE:

ADCARE HEALTH SYSTEMS, INC.,
a Georgia corporation

                            

  

By: /s/ William McBride
Name: William McBride
Title: CEO
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AMENDMENT TO SECOND AMENDED AND RESTATED NOTE

THIS AMENDMENT TO SECOND AMENDED AND RESTATED NOTE (this
“Amendment”) is made and entered into as of the 25th day of March, 2015 by and between CHRISTOPHER F. BROGDON
(“Brogdon”) and ADCARE HEALTH SYSTEMS, INC., a
Georgia corporation (“AdCare”). Any capitalized terms not otherwise defined herein shall have the meaning ascribed to them in the
Note (as defined below).

W I T N E S S E T H:

WHEREAS, on October 10, 2014, Brogdon executed and delivered to AdCare that certain Second Amended and Restated
Note in the amount of $268,663.00 (the “Note”).

WHEREAS, Brogdon and AdCare desire to modify and amend the Note and desire to set forth their agreement in writing.

NOW, THEREFORE , for and in consideration of the foregoing premises, and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, Brogdon and AdCare agree that the Note shall be modified and amended
in the following respects.

1. The Note is hereby amended by deleting the third and fourth paragraphs in their entirety and by inserting the following
in lieu thereof:

The Principal balance plus accrued interest (if any) shall be due and payable on the earlier of: (i) December 31, 2015
or (ii) the closing of the sale of the Riverchase Facility (as defined in that certain Agreement dated as of February 28, 2014, as
amended, between Brogdon and his affiliated entities, on the one hand, and AdCare and its affiliated entities on the other
hand).

2. In all other respects, the Note is hereby ratified and confirmed in its entirety.

IN WITNESS WHEREOF, Brogdon and AdCare have caused this Amendment to be executed as of the date first written
hereinabove.

[Intentionally Blank; Signatures on Following Page]

HNZW/502665_1.docx/3583-1

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



BROGDON:

                            

 

/s/ Christopher F. Brogdon

Christopher F. Brogdon
 

                            

ADCARE:

ADCARE HEALTH SYSTEMS, INC.,
a Georgia corporation

                            

  

By: /s/ William McBride
Name: William McBride
Title: CEO
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Exhibit 10.395

THIRD AMENDMENT

THIS THIRD AMENDMENT (this “Amendment”) is made and entered into as of the 25th day of March, 2015 (the
“Effective Date”) by and among the entities listed on the signature page hereto as the “Brogdon Entities” , CHRISTOPHER F.
BROGDON, in his individual capacity (“Brogdon”) , ADCARE OKLAHOMA MANAGEMENT, LLC, a Georgia limited
liability company (“ADK Oklahoma”), ADCARE ADMINISTRATIVE SERVICES , LLC, a Georgia limited liability company
(“ADK Admin”), ADCARE HEALTH SYSTEMS, INC., a Georgia corporation (“ADK”), and HEARTH & HOME OF OHIO,
INC., an Ohio corporation (“Hearth & Home”) (hereinafter ADK Oklahoma, ADK Admin, ADK and Hearth & Home are
sometimes collectively referred to as the “ADK Entities”).

W I T N E S S E T H:

WHEREAS, the Brogdon Entities and Brogdon on one hand and the ADK Entities on the other hand entered into that certain
Agreement dated as of February 28, 2014 as amended by that certain Amendment dated as of May 15, 2014 and that certain Second
Amendment dated as of October 10, 2014 (the “Second Amendment”) (as amended, the “Agreement”); and

WHEREAS, the Parties desire to further amend the Agreement on the terms and conditions set forth herein.

NOW, THEREFORE, for and in consideration of the mutual promises set forth herein and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree to amend the Agreement and the Note
as follows:

I. Amendments to the Agreement.

1. The Ninth (9th) WHEREAS paragraph in the Second Amendment is hereby deleted in its entirety and the
following paragraphs are inserted in lieu thereof:

WHEREAS,    Riverchase has executed in favor of ADK that certain
$177,323.00 promissory note dated October 10, 2014 (the “Riverchase Note”), the initial principal amount of which equals
the sum of the $92,323.00 Tax Obligation and the $85,000.00 Principal Obligation paid by ADK on behalf of Riverchase;
and

WHEREAS, the Riverchase Note was amended by an amendment dated as of March , 2015 (the “Riverchase Note
Amendment”) pursuant to which Riverchase and ADK agreed to increase the principal due under the Riverchase Note by any
additional real property tax payments that may be made by ADK with respect to the Riverchase Facility; and

WHEREAS, for purposes of this Agreement, hereinafter, the defined term “Riverchase Note” shall include all
increases in principal as a result of any real property tax payments made by ADK as described in the Riverchase Note
Amendment;
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2. Section 7 of the Agreement is hereby deleted in its entirety and the following is inserted in lieu thereof:

7. Sale of Riverchase Facility.    Riverchase is the owner of that certain assisted living facility located at
1851 Data Drive, Hoover, Alabama 35244 (the “Riverchase Facility”). Riverchase and Brogdon agree that upon the
closing of the sale of the Riverchase Facility to an arms-length third party purchaser at any time and regardless of
whether Hearth & Home has exercised the Option, the Net Sales Proceeds (as hereinafter defined) shall be distributed
in the following order:

(a) Net Sales Proceeds shall be paid to ADK in an amount sufficient to satisfy all principal and
interest due under the Riverchase Note;

(b) One-half of the Net Sales Proceeds shall be paid to ADK;

(c) The remaining Net Sales Proceeds shall be paid to ADK to satisfy the Outstanding Obligations
and interest (if any) then due under the Note with such payment to be applied in the order of scheduled
amortization under the Note; and

(d) The balance of Net Sales Proceeds shall be paid to ADK.

For purposes hereof, “Net Sales Proceeds” shall mean the gross purchase price for the sale of the Riverchase Facility to an
arms-length third party purchaser minus (i) all secured indebtedness of Riverchase and (ii) usual and customary closing costs required
to deliver good and marketable title to the purchaser of the Facility but specifically excluding any operating or working capital.

II. Miscellaneous.

1. All capitalized but undefined terms used herein shall have the meanings ascribed to them in the Agreement as
amended.

2. Except as modified hereby, all terms and conditions of the Agreement are and shall remain in full force and
effect.

{Signatures on Following Page}
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IN WITNESS WHEREOF, the undersigned have executed this Amendment as of the Effective Date.
BROGDON ENTITIES:

BAN NH, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

SENIOR NH, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

OAK LAKE, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

KENMETAL, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

LIVING CENTER, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

MEEKER NURSING, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager
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MCL NURSING, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

HARRAH WHITES MEADOWS NURSING, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

MEEKER PROPERTY HOLDINGS, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

McLOUD PROPERTY HOLDINGS, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

HARRAH PROPERTY HOLDINGS, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager

GL NURSING, LLC

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, Manager
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BROGDON:

                        

  

By: /s/ Christopher F. Brogdon
 Christopher F. Brogdon, individually

ADK ENTITIES:

ADCARE OKLAHOMA MANAGEMENT, LLC,

                        

  

By: /s/ William McBride
Name: William McBride
Title:  

ADCARE ADMINISTRATIVE SERVICES, LLC,

                        

  

By: /s/ William McBride
Name: William McBride
Title:  

HEARTH & HOME OF OHIO, INC.

                        

  

By: /s/ William McBride
Name: William McBride
Title:  

ADCARE HEALTH SYSTEMS, INC.

                        

  

By: /s/ William McBride
Name: William McBride

Title:  
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Exhibit 10.396

FIRST AMENDMENT TO EXECUTIVE EMPLOYMENT AGREEMENT

THIS FIRST AMENDMENT TO EXECUTIVE EMPLOYMENT AGREEMENT
(this "Amendment") is made and entered into as of the 25th day of March, 2015, by and among ADCARE HEALTH SYSTEMS,
INC., a Georgia corporation (the "Company"), and WILLIAM MCBRIDE, III ("Executive").

W I T N E S S E T H:

WHEREAS, the Company and Executive entered into that certain Employment Agreement dated as of October 10, 2014 (the
"Employment Agreement");

WHEREAS, the Company and Executive desire to amend the Employment Agreement as set forth herein; and

WHEREAS, capitalized terms used herein but not defined herein shall have the meanings ascribed to them in the
Employment Agreement;

NOW, THEREFORE , in consideration of the terms and conditions of this Amendment, and for other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereto each agree as set forth below.

1. Amendments to the Employment Agreement. The Employment Agreement is hereby amended as set forth below.

(a) Amendment to Section 5(a) of the Employment Agreement. The first (1st)
sentence of Section 5(a) of the Employment Agreement is hereby amended and restated as follows:

During the Employment Period, the Company will pay to Executive a base salary at the rate of at least
$300,000 per year less normal withholdings, payable in equal monthly or more frequent installments as are
customary under the Company's payroll procedures from time to time.

(b) Amendment to the 8th and 9th Sentences of Section 5(c) of the Employment Agreement. The eighth (8th) and
ninth (9th) sentences of Section S(c) of the Employment Agreement are hereby amended and restated as follows:

Executive shall make an I.R.C. Section 83(b) election (the "Election") in 2015 with regard to the Subsequent
Restricted Stock Award to accelerate Executive's recognition of the income from the Subsequent Restricted
Stock Award such that it is treated as income to Executive in the year of grant for state and federal income tax
purposes. In addition to all other compensation due to Executive

867098
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hereunder, the Company shall also pay Executive a bonus, with respect to each applicable year, in an amount
equal to the tax liability Executive incurs as a result of the vesting of the Initial Restricted Stock Award and
making the Election with respect to the Subsequent Restricted Stock Award (regardless of whether such
vesting occurs as result of the passage of time or pursuant to Section 7(b)(iii) of this Agreement) (each, a "Tax
Payment Bonus"), which payment shall be "grossed up" to compensate for the additional tax liability
Executive incurs as a result of receiving the Tax Payment Bonus such that the Company fully and completely
reimburses Executive for any state and federal income tax liability Executive incurs as a result of the vesting of
the Initial Restricted Stock Award and making the Election with respect to the Subsequent Restricted Stock
Award.

(c) Amendment to Section 5(c) of the Employment Agreement by Adding a New Final Sentence . The following
sentence is added to the end of Section 5(c) and constitutes Section 5(c)'s final sentence:

Unless required to be paid earlier pursuant to Section 7(d) of this Agreement, the Tax Payment Bonus shall be
payable on the date on which annual bonuses are paid to senior executives generally, but in no event later than
two-and-one-half (2½) months following the end of the fiscal year in which the vesting of the Restricted Stock
Award occurs.

(d) Amendment to Section 7(b)(iii) of the Employment Agreement. Section 7(b)(iii) is hereby amended
and restated as follows:

To the extent any portion of the Restricted Stock Awards and the Common Stock underlying the Warrant are
not fully vested as of the Termination Date: (A) such vesting periods shall automatically accelerate such that the
Restricted Stock Awards and the Warrant shall be fully vested as of the Termination Date; and (B) Executive
shall receive a lump sum amount equal to the Tax Payment Bonus in connection with the vesting of the
Restricted Stock Awards; and

2. Existing Terms. The existing terms and conditions of the Employment Agreement shall remain in full force and effect
except as such terms and conditions are specifically amended by, or in conflict with, the terms of this Amendment.

3. Governing Law. Except to the extent preempted by federal law, the laws of the State of Georgia shall govern this
Amendment in all respects, whether as to its validity, construction, capacity, performance or otherwise.

4. Amendment and Modification. This Amendment may be amended or modified only by a writing signed by all parties
hereto that makes specific reference to this Amendment.

5. Counterparts. This Amendment may be executed in any number of counterparts, each of which shall be an original,
but all of which together shall constitute one and the same
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instrument.

6. Entire Agreement. Except as provided herein, this Amendment contains the entire agreement between the Company
and Executive with respect to the subject matter hereof. No representations, inducements, promises or agreements, oral or otherwise,
which are not embodied herein shall be of any force or effect.

[Signature page follows.]
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' ...

IN WITNESS WHEREOF, the parties hereto have executed this Amendment as of the date first set forth above.

ADCARE HEALTH SYSTEMS, INC.

                            

  

By: /s/ David A. Tenwick
Name: David A. Tenwick
Title: Director

            

 

/s/ William McBride, III
WILLIAM MCBRIDE, III
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Exhibit 10.397

EXECUTIVE EMPLOYMENT AGREEMENT

THIS EXECUTIVE EMPLOYMENT AGREEMENT  (this “Agreement”) is made and entered into as of the 25th day of
March, 2015, by and between ADCARE HEALTH SYSTEMS, INC., a Georgia corporation (the “Company”), and ALLAN J.
RIMLAND (“Executive”).

BACKGROUND

WHEREAS, the Board of Directors of the Company (the “Board”) has determined that it is in the best interests of the
Company and its shareholders to employ Executive as the Company’s President and Chief Financial Officer;

WHEREAS, the Company desires to employ Executive and to enter into an agreement embodying the terms of such
employment; and

WHEREAS, Executive desires to enter into this Agreement and to accept such employment, subject to the terms and
provisions of this Agreement;

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

1. Effective Date. The effective time and date of this Agreement shall be 12:00:01 a.m. on April 1, 2015 (the “Effective
Date”).

2. Employment Period. Unless earlier terminated in accordance with Section 6 of this Agreement, Executive’s
employment hereunder will begin as of the Effective Date and will continue until the third anniversary of the Effective Date (the
“Initial Term”); provided, however, that on the third anniversary of the Effective Date, Executive’s term of employment hereunder will
be automatically extended for consecutive one (1) year terms, unless the Company provides written notice to Executive at least 90 days
prior to the third or any subsequent anniversary that Executive’s employment period shall not be further extended (the Initial Term, as
may be extended, the “Employment Period”). For purposes of this Agreement, “terminate” (and variations and derivatives thereof) will
mean, when used in connection with a cessation of employment, that Executive has incurred a separation from service as defined in
Section 409A of the Internal Revenue Code of 1986, as amended, and guidance and regulations issued thereunder (collectively,
“Section 409A”).

3. Position and Duties.

(a) Position. During the Employment Period, Executive will serve as the Company’s President and Chief
Financial Officer, reporting to the Chief Executive Officer. In such position, Executive will have such duties, authority and
responsibility as shall be determined from time to time by the Chief Executive Officer, which duties, authority and responsibility are
commensurate with such position. Executive will serve as an officer or
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director of any subsidiary or affiliate of the Company, as may be requested by the Chief Executive Officer from time to time, for no
additional compensation. Subject to applicable law, regulations and the Company’s organizational documents, it is the Company’s
intention to cause Executive to be appointed to the Board at such time as such appointment will not cause the Company to violate, or
fail to satisfy, the NYSE MKT regulations, including, without limitation, Part 8 of the NYSE MKT Company Guide.

(b) Duties. During the Employment Period, Executive will devote his best efforts and substantially all of his
business time and attention to the performance of Executive’s duties hereunder and will not engage in any other business, profession or
occupation for compensation or otherwise which would conflict or interfere with the performance of such services, either directly or
indirectly, without the prior written consent of the Chief Executive Officer. Notwithstanding the foregoing, during the Employment
Period, it will not be a violation of this Agreement for Executive, subject to the requirements of Section 11 of this Agreement, to: (i)
serve on civic or charitable boards or committees; (ii) manage personal investments; or (iii) engage in certain other activities or have
such affiliations as may be approved by the Chief Executive Officer, in each case, so long as such activities or affiliations do not
materially interfere with the performance of Executive’s responsibilities to the Company or violate the Company’s conflicts of interest
or other applicable policies.

4. Place of Performance. The principal place of Executive’s employment shall be the Company’s executive office
currently located at 3050 Peachtree Road, NW, Suite 355, Atlanta, Georgia 30305 (the “Corporate Office”); provided, however, that
Executive may work, from time to time, from his home office. Executive agrees to travel to the Corporate Office or otherwise on
Company business during the Employment Period as may be necessary to perform his duties under this Agreement or as otherwise
may be reasonably requested by the Chief Executive Officer.

5. Compensation and Benefits.

(a) Base Salary. During the Employment Period, the Company will pay to Executive a base salary at the rate of
at least $250,000 per year less normal withholdings, payable in equal monthly or more frequent installments as are customary under the
Company’s payroll procedures from time to time. Executive’s base salary shall be reviewed at least annually by the Compensation
Committee of the Board (the “Compensation Committee”) pursuant to its normal performance review policies for senior executives,
and the Compensation Committee may, but shall not be required to, increase Executive’s base salary during the Employment Period;
provided, however, that Executive’s base salary may not be decreased during the Employment Period. Executive’s base salary, as in
effect from time to time, is hereinafter referred to as “Base Salary.” Any increase in Executive’s Base Salary, once granted, shall
automatically amend this Agreement to provide that thereafter Executive’s Base Salary shall not be less than the annual amount to
which such Base Salary has been increased.

(b) Bonus. For each fiscal year during the Employment Period, Executive shall be eligible to receive an annual
bonus based on the achievement of performance goals established by the Compensation Committee up to 100% of his Base Salary (the
“Annual Bonus”); provided, however, that the decision to provide any Annual Bonus and the amount, form and terms of any Annual
Bonus shall be in the sole and absolute discretion of the Compensation Committee.
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(c) Equity Awards. In consideration of Executive entering into this Agreement and as an inducement to join the
Company, on the Effective Date the Company will grant to Executive: (i) pursuant to the Company’s 2011 Stock Incentive Plan (the
“Plan”), 125,000 shares of the Company’s common stock, no par value per share (the “Common Stock”), which will be an Award (as
defined in the Plan) of Restricted Stock (as defined in the Plan) and will vest with respect to one-third of such shares on each of the
first, second and third anniversaries of the Effective Date (the “Restricted Stock Award”); and (ii) a ten-year warrant to purchase
275,000 shares of Common Stock, with an exercise price equal to the closing price of the Common Stock on the NYSE MKT on
March 25, 2015, which will vest as to one third of the underlying shares on each of the first, second and third anniversaries of the
Effective Date (the “Warrant”). The Warrant will be granted as an inducement award in accordance with Section 711(a) of the NYSE
MKT Company Guide and, notwithstanding anything herein to the contrary, may not be exercised until the NYSE MKT approves the
additional listing of the shares of Common Stock underlying the Warrant. If, during the Employment Period, there shall be a
Termination for Cause (as defined in Section 6(a) of this Agreement), then all unvested portions of the Restricted Stock Award and the
Warrant shall be forfeited by Executive. Executive acknowledges and understands that neither the issuance of the Warrant, nor the
issuance of the shares of Common Stock issuable upon exercise of the Warrant, have been, or will be, registered with the Securities
and Exchange Commission (the “SEC”) or the securities commission or agency of any state, and will be issued pursuant to exemptions
from the registration provisions of the Securities Act of 1933, as amended, and applicable exemptions available under state laws. The
Company agrees that, if it proposes to file after the Effective Date a new registration statement with the SEC seeking to register the
resale of Common Stock by selling shareholders named therein, then, upon Executive’s request, the Company will include in such
registration statement the resale by Executive of the shares of Common Stock underlying the Restricted Stock Award and the shares of
Common Stock issuable upon exercise of the Warrant; provided, however, if such registration statement relates to an underwritten
offering, then Executive must accept the terms of such underwriting. In addition to all other compensation due to Executive hereunder,
the Company shall also pay to Executive a bonus, with respect to each applicable year, in an amount equal to the tax liability Executive
incurs as a result of the vesting of the Restricted Stock Award (regardless of whether such vesting occurs as a result of the passage of
time or pursuant to Section 7(b)(iii) of this Agreement) (a “Tax Payment Bonus”), which payment shall be “grossed up” to compensate
for the additional tax liability Executive incurs as a result of receiving the Tax Payment Bonus such that the Company fully and
completely reimburses Executive for any state and federal income tax liability Executive incurs as result of the vesting of the Restricted
Stock Award. The Tax Payment Bonus shall be determined by the Company’s independent auditors (the “Accounting Firm”) in
consultation with the Executive’s tax advisors. Such determination by the Accounting Firm shall be subject to review by the
Executive’s tax advisors and if Executive’s tax advisor does not agree with such determination, the Accounting Firm and Executive’s
tax advisor shall jointly designate a nationally recognized accounting firm to make such determination. All reasonable fees and expense
of the accounting firm and advisors retained by either the Company or Executive shall be paid by the Company. Unless required to be
paid earlier pursuant to Section 7(d) of this Agreement, the Tax Payment Bonus shall be payable on the date on which annual bonuses
are paid to senior executives generally, but in no event later than two-and-one-half (2 ½) months following the end of the fiscal year in
which the vesting of the Restricted Stock Award occurs.
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(d) Incentive Plans. During the Employment Period, Executive will be entitled to participate, as determined by
the Compensation Committee, in all incentive plans of the Company applicable to senior executives of the Company generally,
including, without limitation, short-term and long-term incentive plans and equity compensation plans, including, without limitation,
the Plan.

(e) Benefit Plans. During the Employment Period, Executive and Executive’s dependents will be entitled to
participate in all employee benefit plans, practices, policies and programs provided by the Company which are applicable to senior
executives of the Company generally (the “Benefit Plans”); provided, however, that Executive will not be eligible for severance pay
under any arrangement of the Company other than pursuant to this Agreement. The Company reserves the right to amend or cancel
any Benefit Plan at any time in its sole discretion, subject to the terms of such Benefit Plan and applicable law, provided such
amendment or cancellation affects all senior executives in a proportional and non-discriminatory manner.

(f) Business Expenses. During the Employment Period, Executive will be entitled to receive prompt
reimbursement, in accordance with the policies, practices and procedures of the Company applicable to senior executives of the
Company generally, for all reasonable and necessary out-of-pocket expenses incurred by Executive in the performance of Executive’s
duties hereunder. The expenses eligible for reimbursement under this Section 5(f) in any year shall not affect any expenses eligible for
reimbursement or in-kind benefits in any other year. Executive’s rights under this Section 5(f) are not subject to liquidation or exchange
for any other benefit.

(g) Vacation, Sick and Other Leave . During the Employment Period, Executive will be entitled annually to a
minimum of four weeks of paid vacation and will be entitled to such number of business days of paid disability, sick and other leave
specified in the employment policies of the Company as in effect from time to time.

(h) Indemnification. In the event that Executive is made a party or threatened to be made a party to any action,
suit or proceeding, whether civil, criminal, administrative or investigative (a “Proceeding”), other than any Proceeding initiated by
Executive or the Company related to any contest or dispute between Executive and the Company or any of its subsidiaries or affiliates
with respect to this Agreement or Executive’s employment hereunder, by reason of the fact that Executive is or was a director or
officer of the Company, or any subsidiary or affiliate of the Company, or is or was serving at the request of the Company as a director,
officer, member, employee or agent of another corporation or a partnership, joint venture, trust or other enterprise, Executive will be
indemnified and held harmless by the Company to the maximum extent permitted under applicable law and the Company’s
organizational documents from and against any liabilities, costs, claims and expenses, including, without limitation, all costs and
expenses incurred in defense of any Proceeding.

6. Termination of Employment.

(a) Cause. The Company may terminate Executive’s employment during the Employment Period at any time for
Cause. For purposes of this Agreement, a termination shall be deemed for “Cause,” if and only if, it is based upon: (i) conviction of, or
pleading
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guilty or nolo contendere to, a felony; (ii) material disloyalty to the Company such as embezzlement, misappropriation of corporate
assets or, except as permitted pursuant to Section 3 of this Agreement, breach of Executive’s agreement not to engage in business for
another enterprise of the type engaged in by the Company; or (iii) having engaged in unethical or illegal behavior which is of a public
nature and results in material damage to the Company. The Company shall have the right to suspend Executive with pay, for a
reasonable period, to investigate allegations of conduct which, if proven, would establish a right to terminate Executive’s employment
for Cause, or to permit a felony charge to be tried. Immediately upon the conclusion of such temporary period, unless Cause has been
established, Executive shall be restored to all duties and responsibilities as if such suspension had never occurred.

(b) Good Reason. Executive may terminate Executive’s employment during the Employment Period at any time
for Good Reason. For purposes of this Agreement, “Good Reason” means: (i) a material diminution in Executive’s authority, duties or
responsibilities; (ii) a material change in the geographic location at which Executive must regularly perform the services to be
performed by Executive pursuant to this Agreement (other than a change in such geographic location to an office or other location
which is within 75 miles of Executive’s home residence); (iii) any other action or inaction that constitutes a material breach by the
Company of this Agreement; and (iv) the failure by the Company to continue in effect any material fringe benefit, health benefit or
other plan or benefit in which Executive participates and such failure occurs during the period commencing three months prior to a
Change of Control (as defined in Section 6(f) of this Agreement) and ending one year after a Change of Control; provided, however,
that Executive must provide notice to the Company of the condition Executive contends is Good Reason within 90 days after the initial
existence of the condition, and the Company must have a period of 30 days to remedy the condition. If the condition is not remedied
within such 30-day period, then Executive must provide a Notice of Termination (as defined in Section 6(g) of this Agreement) within
30 days after the end of the Company’s remedy period.

(c) Without Cause. The Company may terminate Executive’s employment during the Employment Period at any
time without Cause (a “Termination Without Cause”).

(d) Voluntary Termination . Executive may voluntarily terminate Executive’s employment during the
Employment Period at any time without Good Reason (a “Voluntary Termination”).

(e) Death or Disability. Executive’s employment with the Company shall terminate automatically upon
Executive’s death during the Employment Period. If the Company determines in good faith that the Disability (as defined below) of
Executive has occurred during the Employment Period, then it may give to Executive written notice in accordance with Sections 6(g)
and 14(h) of this Agreement of its intention to terminate Executive’s employment. In such event, Executive’s employment with the
Company shall terminate effective on the 45th day after receipt of such written notice by Executive (the “Disability Effective Date”),
provided that, within the 30 days after such receipt, Executive shall not have returned to full-time performance of Executive’s material
duties. For purposes of this Agreement, “Disability” shall mean the inability of Executive to perform Executive’s duties with the
Company on a full-time basis for 180 days in any one-year period as a result of incapacity due to mental or physical illness or injury.
Any question as to the existence of the Disability of Executive as to which Executive and the Company cannot agree on shall be
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determined in writing by an independent physician appointed by the Company reasonably acceptable to Executive, which
determination shall be final and conclusive for all purposes hereunder.

(f) Change of Control. If three months prior, or within one year after, a Change of Control, and during the
Employment Period, a Termination Without Cause shall have occurred or Executive terminates Executive’s employment for Good
Reason, then a “Change of Control Termination” shall have occurred. For purposes of this Agreement, a Change of Control shall be
deemed to have occurred if:

(i) Any Person (as defined below) or related group of Persons (other than Executive, his Related Persons
(as defined below), the Company or a Person that directly or indirectly controls, is controlled by, or is under common control
with, the Company) is or becomes the Beneficial Owner (as defined below), directly or indirectly, of securities of the Company
representing a majority of the combined voting power of the Company’s then outstanding securities;

(ii) The Company’s shareholders approve a merger or consolidation of the Company with any other
corporation (or other entity), other than a merger or consolidation which would result in the voting securities of the Company
outstanding immediately prior thereto continuing to represent (either by remaining outstanding or by being converted into
voting securities of the surviving entity) at least a majority of the combined voting power of the voting securities of the
Company or such surviving entity outstanding immediately after such merger or consolidation; provided, however, that a
merger or consolidation effected to implement a recapitalization of the Company (or similar transaction) in which no Person
acquires a majority of the combined voting power of the Company’s then outstanding securities (who didn’t own such majority
immediately prior to such transaction) shall not constitute a Change of Control;

(iii) The Company’s shareholders approve a plan of complete liquidation of the Company or an
agreement for the sale or disposition by the Company of all or substantially all of the Company’s assets; or

(iv) Individuals who, as of the Effective Date, constitute the Board (the “Incumbent Board”) cease for
any reason to constitute at least a majority of the Board; provided, however, that any individual becoming a director subsequent
to the Effective Date whose election, or nomination for election by the Company’s shareholders, was approved by a vote of at
least a majority of the directors then comprising the Incumbent Board shall be considered as though such individual was a
member of the Incumbent Board.

For purposes of this Section 6(f): (i) “Person” means any individual, corporation, partnership, limited liability company, trust,
association or other entity; (ii) “Related Persons” means any immediate family member (meaning a spouse, partner, parent, sibling or
child, whether by birth or adoption) of Executive and any trust, estate or foundation, the beneficiary of which is Executive or an
immediate family member of Executive; and (iii) “Beneficial Owner” has the meaning given to such term in Rule l3d-3 under the
Securities Exchange Act of 1934, as amended.
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(g) Notice of Termination. Any termination (other than for death) shall be communicated by a Notice of
Termination given in accordance with Section 14(h) of this Agreement. For purposes of this Agreement, a “Notice of Termination”
means a written notice that: (i) indicates the specific termination provision in this Agreement relied upon; (ii) to the extent applicable,
sets forth in reasonable detail the facts and circumstances claimed to provide a basis for termination of Executive’s employment under
the provision so indicated; and (iii) if the Termination Date (as defined in Section 6(h) of this Agreement) is other than the date of
receipt of such notice, specifies the Termination Date (which date shall be not more than 30 days after the giving of such notice, except
as otherwise provided in Section 6(e) of this Agreement). The failure to set forth in the Notice of Termination any fact or circumstance
which contributes to a showing of Disability, Cause or Good Reason shall not waive any right of Executive or the Company hereunder
or preclude Executive or the Company from asserting such fact or circumstance in enforcing Executive’s or the Company’s rights
hereunder.

(h) Termination Date. “Termination Date” means: (i) if Executive’s employment is terminated by the Company
for Cause or there shall be a Termination Without Cause, then the date of Executive’s receipt of the Notice of Termination or a later
date specified therein, as the case may be; (ii) if Executive’s employment is terminated by Executive for Good Reason, then the date of
the Company’s receipt of the Notice of Termination; (iii) if Executive’s employment is terminated by Executive as a Voluntary
Termination, then the date of the Company’s receipt of the Notice of Termination or a later date specified therein, as the case may be;
(iv) if Executive’s employment is terminated by reason of death or Disability, then the date of death of Executive or the Disability
Effective Date, as the case may be; (v) if this Agreement is not renewed by the Company in accordance with Section 2 of this
Agreement (a “Nonrenewal”), then the date which is the last date of the Employment Period; (vi) if there is a Change of Control
Termination involving a Termination Without Cause, then the date of Executive’s receipt of the Notice of Termination or a later date
specified therein; and (vii) if there is a Change of Control Termination involving termination of Executive’s employment by Executive
for Good Reason, then the date of the Company’s receipt of the Notice of Termination.

7. Obligations of the Company Upon Termination.

(a) Cause; Voluntary Termination . If during the Employment Period, the Company shall terminate Executive’s
employment for Cause or Executive shall terminate Executive’s employment by a Voluntary Termination, Executive will be entitled to
receive the following (collectively, the “Accrued Amounts”):

(i) Any accrued but unpaid Base Salary and accrued but unused vacation, sick or other leave pay, which
will be paid on the pay date immediately following the Termination Date in accordance with the Company’s customary payroll
procedures;

(ii) Any earned but unpaid Annual Bonus with respect to any completed fiscal year immediately
preceding the Termination Date, which shall be paid on the otherwise applicable payment date; provided, however, that if
Executive’s employment is terminated by the Company for Cause then any such accrued but unpaid Annual Bonus shall be
forfeited;
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(iii) Reimbursement for unreimbursed business expenses properly incurred by Executive, which shall be
subject to and paid in accordance with the Company’s expense reimbursement policies, practices and procedures; and

(iv) Such employee benefits, if any, as to which Executive may be entitled under the Benefit Plans as of
the Termination Date.

(b) Termination Without Cause or for Good Reason; Nonrenewal; Change of Control Termination . If, during the
Employment Period, there shall be a Termination Without Cause, a Nonrenewal or a Change of Control Termination, or Executive
shall terminate Executive’s employment for Good Reason, then Executive will be entitled to receive the Accrued Amounts and the
following:

(i) With respect to a Termination Without Cause, a Change of Control Termination or Executive’s
termination of his employment for Good Reason, a lump sum severance amount equal to two times Executive’s then Base
Salary;

(ii) With respect to a Nonrenewal, a lump sum severance amount equal to two times Executive’s then
Base Salary;

(iii) To the extent any portion of the Restricted Stock Award and the Common Stock underlying the
Warrant are not fully vested as of the Termination Date: (A) such vesting periods shall automatically accelerate such that the
Restricted Stock Award and the Warrant shall be fully vested as of the Termination Date; and (B) Executive shall receive a
lump sum amount equal to the Tax Payment Bonus in connection with the vesting of the Restricted Stock Award; and

(iv) If Executive timely and properly elects continuation coverage under the Consolidated Omnibus
Budget Reconciliation Act of 1985 (“COBRA”), then the Company will reimburse Executive for the monthly COBRA
premium paid by Executive for Executive and Executive’s dependents until the earliest of: (A) the 18- month anniversary of the
Termination Date; (B) the date Executive is no longer eligible to receive COBRA continuation coverage; and (C) the date on
which Executive becomes eligible to receive substantially similar coverage from another Company. Such reimbursement shall
be paid to Executive on the 15th day of the month immediately following the month in which Executive timely remits the
premium payment.

(c) Death or Disability. If Executive’s employment is terminated during the Employment Period on account of
Executive’s death or Disability, then Executive (or Executive’s estate or beneficiaries, as the case may be) will be entitled to receive the
following: (i) the Accrued Amounts; and (ii) a lump sum amount equal to the “Pro-Rata Bonus” (as defined below), if any, that
Executive would have earned for the fiscal year in which the Termination Date occurs based on the achievement of applicable
performance goals for such year, which amount shall be paid in cash on the date that annual bonuses are paid to senior executives of
the Company generally, but in no event later than two-and-one-half (2 1/2) months following the end of the fiscal year in which the
Termination Date occurs. For purposes of this section, the “Pro-Rata Bonus” shall mean a lump sum amount equal to the product of:
(A) the Annual Bonus, if any, that Executive would have earned for the fiscal year in which
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the death or Disability occurs based on the achievement of applicable performance goals for such year; and (B) a fraction, the
numerator of which is the number of days Executive was employed by the Company during the year of termination and the
denominator of which is the number of days in such year. Notwithstanding any other provision contained herein, all payments made in
connection with Executive’s Disability shall be provided in a manner that is consistent with federal and state law.

(d) Release; Payment. In connection with a Nonrenewal or termination of Executive’s employment for any
reason, Executive agrees to execute a full and complete general release of all claims against the Company and each of its subsidiaries
and affiliates and their respective officers, directors, employees and agents in a form provided by the Company (the “Release”) which
is reasonably acceptable to Executive and provided such Release expressly acknowledges and confirms that the Company is obligated
to make all payments and provide the benefits to which Executive is entitled under this Agreement or may be subsequently granted by
the Company. All payments (other than those reimbursement payments pursuant to Section 7(b)(iv) of this Agreement) which
Executive is entitled to receive hereunder as a result of a Nonrenewal or the termination of Executive’s employment for any reason,
shall be payable by the Company no later than the eighth (8th) day following the date on which Executive executes the Release,
provided that Executive has not revoked the Release prior to such eighth (8th) day. Notwithstanding the foregoing, if the eighth (8th)
day following the date on which Executive executes the Release is not a Business Day (as defined below), then such payments shall be
payable by the Company on the next Business Day following such eighth (8th) day. For purposes of this Agreement, “Business Day”
means any day other than a Saturday, Sunday or other day on which commercial banks in Atlanta, Georgia are closed.

8. Non-Exclusivity of Rights. Nothing in this Agreement will prevent or limit Executive’s continuing or future
participation in any plan, program, policy or practice provided by the Company and for which Executive may qualify, nor will
anything herein limit or otherwise affect such rights as Executive may have under any contract or agreement with the Company, except
as expressly provided otherwise in this Agreement. Amounts which are vested benefits or which Executive is otherwise entitled to
receive under any plan, policy, practice or program of or any contract or agreement with the Company at or subsequent to the
Termination Date will be payable in accordance with such plan, policy, practice or program or such contract or agreement, except as
expressly modified by this Agreement.

9. No Mitigation. In no event will Executive be obligated to seek other employment or take any other action by way of
mitigation of the amounts payable to Executive under Section 7 of this Agreement.

10. Resignation from All Positions. Notwithstanding any other provision of this Agreement, upon the termination of
Executive’s employment for any reason, including, without limitation, a Nonrenewal, unless otherwise requested by the Board and
agreed to by Executive, Executive shall immediately resign as of the Termination Date from all positions that he holds or has ever held
with the Company and any of its subsidiaries or affiliates (and with any other entities with respect to which the Company has requested
Executive to perform services). Executive hereby agrees to execute any and all documentation to effectuate such resignations upon
request by the Company, but he will be treated for all purposes as having so resigned upon termination of his employment, regardless
of when or whether he executes
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any such documentation.

11. Restrictive Covenants.

(a) Executive Acknowledgements. Executive acknowledges that: (i) the Company has separately bargained and
paid additional consideration for the restrictive covenants in this Section 11 and (ii) the Company will provide certain benefits to
Executive hereunder in reliance on such covenants in view of the unique and essential nature of the services Executive will perform on
behalf of the Company and the irreparable injury that would befall the Company should Executive breach such covenants. Executive
further acknowledges that Executive’s services are of a special, unique and extraordinary character and that Executive’s position with
the Company will place Executive in a position of confidence and trust with customers, clients, patients, tenants and employees of the
Company and its subsidiaries and affiliates and with the Company’s other constituencies and will allow Executive access to Trade
Secrets and Confidential Information (each as defined in Section 11(c) of this Agreement) concerning the Company and its subsidiaries
and affiliates. Executive further acknowledges that the types and periods of restrictions imposed by the covenants in this Section 11 are
fair and reasonable and that such restrictions will not prevent Executive from earning a livelihood.

(b) Covenants. Having acknowledged the foregoing, Executive covenants and agrees with the Company as
follows:

(i) While Executive is employed by the Company and continuing thereafter, Executive will not disclose
or use any Confidential Information or Trade Secret for so long as such information remains Confidential Information or a
Trade Secret, as applicable, for any purpose other than as may be necessary and appropriate in the ordinary course of
performing Executive’s duties to the Company during the Employment Period.

(ii) While Executive is employed by the Company and for a period of one year after Executive’s
termination or resignation during the Employment Period (other than a Termination Without Cause or a termination of
Executive’s employment by Executive for Good Reason), Executive shall not (except on behalf of or with the prior written
consent of the Company), on Executive’s own behalf or in the service or on behalf of others, solicit or attempt to solicit any
customer, client, patient or tenant of the Company or its subsidiaries or affiliates, including, without limitation, actively sought
prospective customers, clients, patients or tenants, with whom Executive had Material Contact (as defined below) during
Executive’s employment, for the purpose of providing products or services that are Competitive (as defined below) with those
offered or provided by the Company or its subsidiaries or affiliates.

(iii) While Executive is employed by the Company and for a period of one year after Executive’s
termination or resignation during the Employment Period (other than a Termination Without Cause or a termination of
Executive’s employment by Executive for Good Reason), Executive shall not (except on behalf of or with the prior written
consent of the Company), either directly or indirectly, on Executive’s own behalf or in the service or on behalf of others,
perform duties and responsibilities that are the same as or substantially similar to those Executive performs for the
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Company for any business which is the same as or essentially the same as the business conducted by the Company and its
subsidiaries and affiliates, within the Restricted Territory (as defined below).

(iv) While Executive is employed by the Company and for a period of one year after Executive’s
termination or resignation during the Employment Period (other than a Termination Without Cause or a termination of
Executive’s employment by Executive for Good Reason), Executive shall not (except on behalf of or with the prior written
consent of the Company), on Executive’s own behalf or in the service or on behalf of others, solicit or recruit or attempt to
solicit or recruit, directly or by assisting others, any management level employee of the Company or its subsidiaries or affiliates,
whether or not such employee is a full-time employee or a temporary employee of the Company or its subsidiaries or affiliates,
whether or not such employment is pursuant to a written agreement and whether or not such employment is for a determined
period or is at will, to cease working for the Company.

(v) Upon the expiration of the Employment Period, or Executive’s earlier termination or resignation,
Executive will tum over promptly thereafter to the Company all physical items and other property belonging to the Company,
including, without limitation, all business correspondence, letters, papers, reports, customer lists, financial statements, credit
reports or other Confidential Information, data or documents of the Company, in the possession or control of Executive, all of
which are and will continue to be the sole and exclusive property of the Company.

(c) Definitions. For purposes of this Section 11, the following terms shall be defined as set forth below:

(i) “Competitive,” with respect to particular products or services, shall mean products or services that are
the same as or similar to the products or services offered by the Company and its subsidiaries and affiliates.

(ii) “Confidential Information” shall mean data and information: (A) relating to the business of the
Company and its subsidiaries and affiliates, regardless of whether the data or information constitutes a Trade Secret; (B)
disclosed to Executive or of which Executive becomes aware as a consequence of Executive’s relationship with the Company;
(C) having value to the Company; and (D) not generally known to competitors of the Company. Confidential Information shall
include, without limitation, Trade Secrets; methods of operation; names of customers, clients, patients and tenants; financial
information and projections; personnel data and similar information; provided, however, that such term shall not mean data or
information that (x) has been voluntarily disclosed to the public by the Company, except where such public disclosure has been
made by Executive without authorization from the Company, (y) has been independently developed and disclosed by others or
(z) has otherwise entered the public domain through lawful means.

(iii) “Material Contact” shall mean contact between Executive and a customer, client, patient or tenant or
prospective customer, client, patient or tenant: (A) with whom or which Executive dealt on behalf of the Company or its
subsidiaries or affiliates; (B) whose dealings with the Company were coordinated or supervised
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by Executive; (C) about whom Executive obtained Confidential Information in the ordinary course of business as a result of
Executive’s association with the Company; or (D) who receives products or services as authorized by the Company, the sale or
provision of which results or resulted in compensation or earnings for Executive within the two years immediately preceding
the Termination Date.

(iv) “Restricted Territory” shall mean the geographic territory within a 50-mile radius of the Corporate
Office or any healthcare property owned, leased, operated or managed by the Company or any of its subsidiaries or affiliates;
provided, however, that if the physical location of such office or any such healthcare properly shall change during the
Employment Period, then the Restricted Territory shall mean the geographic territory within a 50-mile radius of the physical
locations of such office and healthcare properties at such time and, in the event of the termination of Executive’s employment,
the Restricted Territory shall mean the geographic territory within a 50-mile radius of the physical locations of such office and
healthcare properties on the Termination Date.

(v) “Trade Secret” shall mean information, without regard to form, including, but not limited to, technical
or nontechnical data, a formula, a pattern, a compilation, a program, a device, a method, a technique, a drawing, a process,
financial data, financial plans, product plans or a list of actual or potential customers, client, patients, tenants or suppliers, that is
not commonly known by or available to the public and which information: (A) derives economic value, actual or potential,
from not being generally known to, and not being readily ascertainable by proper means by, other persons who can obtain
economic value from its disclosure or use; and (B) is the subject of efforts that are reasonable under the circumstances to
maintain its secrecy.

(d) Equitable Remedies. Executive acknowledges that irreparable loss and injury would result to the Company
upon the breach of any of the covenants contained in this Section 11 and that damages arising out of such breach would be difficult to
ascertain. Executive hereby agrees that, in addition to all other remedies provided at law or in equity, the Company may petition and
obtain from a court of law or equity, without the necessity of proving actual damages and without posting any bond or other security,
both temporary and permanent injunctive relief to prevent a breach by Executive of any covenant contained in this Section 11.

(e) Nondisparagement. The Company and Executive agree that during the Employment Period and at all times
thereafter: (i) Executive shall not make any disparaging or defamatory comments regarding the Company or its subsidiaries or affiliates,
and the Company agrees to ensure that its officers, directors and senior employees do not make or issue any public statements which
are disparaging or defamatory regarding Executive; and (ii) after termination of Executive’s employment hereunder, Executive shall
not make, and the Company agrees to ensure that its officers, directors and senior employees do not make, any negative or derogatory
comments concerning any aspect of the termination of their relationship. The obligations of the Company or Executive under this
Section 11(e) shall not apply to disclosures required by applicable law, regulation or order of any court or governmental agency nor
affect either party’s right to make allegations against the other in a lawsuit.
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(f) Modification of Covenants. In the event that the provisions of this Section 11 should ever be determined to
exceed the time, geographic or other limitations permitted by applicable law, then such provisions shall be modified so as to be
enforceable to the maximum extent permitted by law. If such provision(s) cannot be modified to be enforceable, the provision(s) shall
be severed from this Agreement to the extent unenforceable. The remaining provisions and any partially enforceable provisions shall
remain in full force and effect.

12. Executive’s Representations. Executive hereby represents to the Company that the execution and delivery of this
Agreement by Executive and the Company and the performance by Executive of Executive’s duties hereunder shall not constitute a
breach of, or otherwise contravene, the terms of any employment agreement or other agreement or policy to which Executive is a party
or otherwise bound. Executive represents and warrants that Executive is not subject to any employment agreement, nondisclosure
agreement, common law nondisclosure obligation, fiduciary duty, noncompetition agreement, restrictive covenant or any other
obligation to any former Company or to any other person or entity that conflicts in any way with Executive’s ability to be employed by
or perform services for the Company.

13. Assignment and Successors.

(a) Executive. This Agreement is personal to Executive and without the prior written consent of the Company
shall not be assignable by Executive otherwise than by will or the laws of descent and distribution. This Agreement shall inure to the
benefit of and be enforceable by Executive’s legal representatives.

(b) The Company. This Agreement shall inure to the benefit of and be binding upon the Company and its
successors and assigns. The Company will require any successor to it (whether direct or indirect, by stock or asset purchase, merger,
consolidation or otherwise) or to all or substantially all of its business or assets to assume expressly and agree to perform this
Agreement in the same manner and to the same extent it would be required to perform it if no such succession had taken place.

14. Miscellaneous.

(a) Waiver. Failure of either party to insist, in one or more instances, on performance by the other in strict
accordance with the terms and conditions of this Agreement shall not be deemed a waiver or relinquishment of any right granted in this
Agreement or of the future performance of any such term or condition or of any other term or condition of this Agreement, unless such
waiver is contained in a writing signed by the party making the waiver.

(b) Severability. If any provision or covenant, or any part thereof, of this Agreement should be held by any court
to be invalid, illegal or unenforceable, either in whole or in part, such invalidity, illegality or unenforceability shall not affect the
validity, legality enforceability of the remaining provisions or covenants, or any part thereof, of this Agreement, all of which shall
remain in full force and effect.

(c) Entire Agreement. Except as provided herein, this Agreement contains the entire agreement between the
Company and Executive with respect to the subject matter hereof and from and after the Effective Date supersedes and invalidates all
previous agreements
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with Executive. No representations, inducements, promises or agreements, oral or otherwise, which are not embodied herein shall be of
any force or effect.

(d) Withholdings. Notwithstanding any other provision of this Agreement, the Company shall withhold from any
amounts payable or benefits provided under this Agreement any federal, state and local taxes as shall be required to be withheld
pursuant to any applicable law or regulation.

(e) Compliance with Section 409A.

(i) It is intended that this Agreement shall conform with all applicable Section 409A requirements to the
extent Section 409A applies to any provisions of the Agreement. Accordingly, in interpreting, construing or applying any
provisions of the Agreement, the same shall be construed in such manner as shall meet and comply with Section 409A, and in
the event of any inconsistency with Section 409A, the same shall be reformed so as to meet the requirements of Section 409A.
For purposes of Section 409A, each payment made under this Agreement shall be treated as a separate payment and the right to
a series of installment payments under this Agreement is to be treated as a right to a series of separate payments. In no event
shall Executive, directly or indirectly, designate the calendar year of payment. Executive acknowledges that the Company has
not made, and does not make, any representation or warranty regarding the treatment of this Agreement or the benefits payable
under this Agreement under federal, state or local income tax laws, including, but not limited to, Section 409A or compliance
with the requirements thereof.

(ii) To the extent Executive is a “specified employee” as defined in Section 409A, notwithstanding the
timing of payment provided in any other Section of this Agreement, no payment, distribution or benefit under this Agreement
that constitutes a distribution of deferred compensation (within the meaning of Section 409A) upon separation from service
(within the meaning of Section 409A), after taking into account all available exemptions, that would otherwise be payable,
distributable or settled during the six-month period after separation from service, will be made during such six-month period,
and any such payment, distribution or benefit will instead be paid, distributed or settled on the first Business Day after such six-
month period; provided, however, that if Executive dies following the Termination Date and prior to the payment, distribution,
settlement or provision of any payments, distributions or benefits delayed on account of Section 409A, then such payments,
distributions or benefits shall be paid or provided to the personal representative of Executive’s estate within 30 days after the
date of Executive’s death. In addition, if Executive is a “specified employee,” on the date that payment is made to Executive or
his estate, the Company will also make an interest payment (at the average rate at which the Company then borrows funds) for
the period from the Termination Date to the date of payment.

(f) Governing Law. Except to the extent preempted by federal law, the laws of the State of Georgia shall govern
this Agreement in all respects, whether as to its validity, construction, capacity, performance or otherwise.

(g) Prevailing Party. In the event either party brings an action to interpret

                            14

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



or enforce the terms of this Agreement, the prevailing party in such action shall be entitled to recover from the other party all of the
prevailing party’s cost and expenses, including, without limitation, reasonable attorneys’ fees, incurred by the prevailing party in
connection with such action.

(h) Notices. Any notice or other communication required or permitted hereunder shall be in writing and shall be
delivered personally, by nationally recognized overnight courier service or sent by certified, registered or express mail, postage prepaid.
Any such notice shall be deemed given when so delivered personally, when delivered by nationally recognized overnight courier
service or, if mailed, five days after the date of deposit in the United States mail, as follows:

To the Company:
AdCare Health Systems, Inc.
1145 Hembree Road
Roswell, Georgia 30076
Attention: Chief Executive Officer

To Executive:
At the most recent address on file for Executive with the Company.

Any party may change the address to which notices, requests, demands and other communications shall be delivered or mailed by
giving notice thereof to the other party in the same manner provided herein.

(i) Survival. Notwithstanding anything in this Agreement to the contrary, the provisions of Sections 7, 11 and
14(e)-(i), the definitions of defined terms used therein and the remaining provisions of this Section 14 (to the extent necessary to
effectuate the survival of the foregoing provisions) shall survive the termination of this Agreement and any termination of Executive’s
employment hereunder. Notwithstanding any other provision of this Agreement to the contrary, Sections 11(b)(ii)-(iv) shall not apply
in the event of a termination of Executive’s employment that occurs upon a Nonrenewal.

(j) Amendments and Modifications. This Agreement may be amended or modified only by a writing signed by
all parties hereto that makes specific reference to this Agreement.

[Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have duly executed and delivered this Executive Employment Agreement as of
the Effective Date.

ADCARE HEALTH SYSTEMS, INC.

    

  

By: /s/ William McBride
Name: William McBride
Title: CEO and Chairman

            

 

/s/ Allan J. Rimland
Alan J. Rimland
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Exhibit 10.398

SETTLEMENT AGREEMENT AND RELEASE

This Settlement Agreement and Release (this "Agreement") is made, entered into and effective as of the 30th day of March,
2015 (the "Effective Date"), by and among Troy Clanton (“Clanton”), Rose Rabon (“Rabon”) and South Star Services, Inc. (“SSSI”,
which together with Clanton and Rabon are referred to collectively as the “Plaintiffs”), and Chris Brogdon (“Brogdon”), Connie
Brogdon, Kenmetal, LLC, Senior NH, LLC, BAN NH, LLC, Living Center, LLC, and Oak Lake, LLC (collectively, the “Brogdon
Parties”), and Adcare Oklahoma Management, LLC, Adcare Health Systems, Inc., Adcare Property Holdings, LLC, and Boyd Gentry
(collectively the “Adcare Parties”, which together with the Brogdon Parties are referred to collectively as the “Defendants”). Clanton,
Rabon, SSSI, Brogdon, Connie Brogdon, Kenmetal, LLC, Senior NH, LLC, BAN NH, LLC, Living Center, LLC, Oak Lake, LLC,
Adcare Oklahoma Management, LLC, Adcare Health Systems, Inc., Adcare Property Holdings, LLC, and Boyd Gentry are
sometimes referred to herein individually as a "Party" and referred to collectively herein as the "Parties".

WITNESSETH

In consideration of the mutual covenants, promises and agreements contained herein, the receipt and sufficiency of which are
hereby acknowledged, the Parties agree as follows:

1.    Recitations

1.1 The Dispute and the Litigation. Plaintiffs allege that in July 2009 they made an oral agreement with Brogdon
whereby Brogdon requested the assistance of Clanton and Rabon and their company, SSSI, in helping Brogdon locate
nursing homes to purchase in Oklahoma. Under the terms of the alleged agreement, if the Plaintiffs located the homes
and they were purchased by Brogdon, then Brogdon would hire SSSI to manage the homes which would result in SSSI
earning five-percent (5%) of the gross revenues of the homes as management fees. Ultimately, the Brogdon Parties and
the Adcare Parties collectively purchased approximately twelve (12) nursing homes located in Oklahoma, consisting of
three (3) portfolios of nursing homes known as the Blue Dolphin Portfolio, the Harty Portfolio and the Independent
Portfolio (collectively, the “Nursing Homes”). SSSI and certain of the Brogdon Parties entered into written
Management Agreements with respect to the management of the Blue Dolphin Portfolio. However, the Plaintiffs
contend that the management agreements and certain oral agreements were breached and that Plaintiffs did not end up
managing the Nursing Homes after they were acquired by certain of the Brogdon Parties and certain of the Adcare
Parties. A dispute arose between Plaintiffs and Defendants relating to the Plaintiffs’ claims for lost management fees
associated with not managing the Nursing Homes, alleged statements and/or omissions alleged to have been made in
connection with a survey conducted by the Oklahoma State Department of Health on one of the Nursing Homes, and
damages that Plaintiffs alleged to have incurred as a result of the foregoing (all of which is collectively referred to herein
as the "Dispute"). A lawsuit was filed relating to the Dispute styled Troy Clanton et al v. Chris Brogdon et al,
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pending in the United States District Court for the Western District of Oklahoma, and assigned Case No. 13-CV-717-M
(the “Litigation”). The Parties desire to adjust, compromise and settle all possible claims among each other now or
hereafter arising in connection with any of the matters related to the Dispute and the Litigation.

1.2 Resolution. It is the intention and desire of Plaintiffs and Defendants to fully settle, compromise and resolve, in good
faith, all of the differences, disagreements and disputes between each other arising from or in any way related to the
Dispute and the Litigation. None of the Parties admit any liability and they are entering into this Agreement solely to
avoid the cost, risk and uncertainty of the Litigation.

2.    Agreement

2.1 Payment to Plaintiffs. The Defendants agree to pay the Plaintiffs the sum of $2,000,000.00 (the “Settlement Amount”)
in full satisfaction of all amounts which may be due and owing to Plaintiffs relating to the Dispute and any and all
claims that were asserted or which could have been asserted in the Litigation. The Settlement Amount shall be paid
within thirty (30) days of the Effective Date of this Agreement. The checks for the Settlement Amount will be made
payable as follows:

1. Check in the amount of $717,892.28 made out to Troy Clanton;
2. Check in the amount of $479,358.52 made out to Rose Rabon; and
3. Check in the amount of $802,749.20 made out to Lester, Loving & Davies, P.C.

        
Any 1099s issued with respect to any portion of the Settlement Amount shall conform with the amounts set forth above.

        
2.2 Mutual Releases. Plaintiffs, and each of them, for themselves and their respective successors and assigns, and all others

acting or claiming by, through, under or in concert with any of the foregoing (“Plaintiff Releasors”), do hereby fully,
finally, completely and forever release each of the Defendants, and each of their officers, directors, employees, agents,
predecessors, attorneys, successors, subsidiaries, affiliates, related entities, heirs, assigns, insurers, and reinsurers and
each of them, collectively and individually, and all others acting or claiming by, through, under or in concert with any
of the foregoing (“Defendant Releasees”), from any and all claims, actions, causes of action, suits, debts, breaches,
damages, losses, disputes, accounts, obligations, agreements, promises, liabilities, duties or any other demand of
whatsoever kind, character or nature, whether legal or equitable, in contract or tort, personal or otherwise, which any of
the Plaintiff Releasors has, or may have, against any of the Defendant Releasees, upon or by any reason, cause or thing
whatsoever, suspected or claimed, known or unknown, asserted or unasserted, including, without limitation, all claims
which relate in any manner to the Dispute and/or the Litigation. Plaintiffs further covenant, agree, consent and stipulate
not to sue, maintain or bring any suit, action, proceeding or application of any type or nature for any claim released
herein.

                            2                    
Settlement Agreement and Release Clanton et al v. Brogdon et al                         2949658

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Defendants, and each of their officers, directors, employees, agents, predecessors, attorneys, successors, subsidiaries,
affiliates, related entities, heirs, assigns, insurers, and reinsurers and each of them, collectively and individually, and all
others acting or claiming by, through, under or in concert with any of the foregoing (“Defendant Releasors”), do hereby
fully, finally, completely and forever release each of the Plaintiffs, and each of them, for themselves and their respective
successors and assigns, and all others acting or claiming by, through, under or in concert with any of the foregoing
(“Plaintiff Releasees”), from any and all claims, actions, causes of action, suits, debts, breaches, damages, losses,
disputes, accounts, obligations, agreements, promises, liabilities, duties or any other demand of whatsoever kind,
character or nature, whether legal or equitable, in contract or tort, personal or otherwise, which any of the Defendant
Releasors has, or may have, against any of the Plaintiff Releasees, upon or by any reason, cause or thing whatsoever,
suspected or claimed, known or unknown, asserted or unasserted, including, without limitation, all claims which relate
in any manner to the Dispute and/or the Litigation. Defendants further covenant, agree, consent and stipulate not to sue,
maintain or bring any suit, action, proceeding or application of any type or nature for any claim released herein.

2.3 Dismissal With Prejudice of the Litigation. Promptly following execution of this Agreement and receipt of the
Settlement Amount by Plaintiffs, the Parties shall file with the Court Clerk a Stipulation for Dismissal With Prejudice, in
the form attached hereto as Exhibit 1, to dismiss with prejudice the Litigation in its entirety, including any and all claims
asserted therein.

2.4 Letter to Oklahoma State Department of Health. Promptly following execution of this Agreement, receipt of the
Settlement Amount by Plaintiffs and dismissal of the Litigation, Defendants shall cause the letter in the form attached
hereto as Exhibit 2 to be sent to the Oklahoma State Department of Health. The Parties shall have no further
communications with the Oklahoma State Department of Health about the Dispute without the express written consent
of the other parties.

3.    Miscellaneous

3.1 Governing Law. This Agreement and any other documents referred to herein shall be governed by, construed and
enforced in accordance with the laws of the State of Oklahoma.

3.2 Benefit and Burden. This Agreement shall be binding upon, and inure to the benefit of, the Parties hereto and their
respective heirs, executors, administrators, representatives, successors, employees, agents and assigns, and any
corporation, partnership or other entity into which any of the Parties may merge, consolidate or reorganize.

3.3 Survival of Provisions of Agreement. Wherever possible, each provision of this Agreement shall be interpreted in
such a manner as to be effective and valid under applicable law. If any provision of this Agreement shall be invalid,
illegal or unenforceable in any respect under any applicable law, the validity, legality and enforceability of the
remaining provisions of this Agreement shall not be affected or impaired thereby.
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3.4 Entire Agreement. All agreements, covenants, representations and warranties, express and implied, oral and written,
of the Parties hereto concerning the subject matter hereof are contained herein. No other agreements, covenants,
representations or warranties, express or implied, oral or written, have been made by any Party hereto to any other Party
concerning the subject matter hereof. All prior and contemporaneous conversations, negotiations, possible and alleged
agreements, representations, covenants and warranties concerning the subject matter hereof are merged herein. This is
an integrated agreement.

3.5 No Assignment. Each Plaintiff warrants that he, she or it has not assigned, sold, transferred or otherwise disposed of
any of the claims, demands, rights or causes of action released in this Agreement, that he, she or it is the current holder
of all such claims, and that no future assignment or transfer will be made.

3.6 Attorneys’ Fees. Each Party hereto shall pay their own attorneys’ fees and costs that have been incurred in this matter,
including, without limitation, all attorneys’ fees and costs that have been incurred in the Litigation.

3.7 Tax Liability. The Parties agree that no Party shall have any responsibility whatsoever to any other Party or to any
federal, state, or local taxing authority for the tax liability or consequences, if any, arising from this Agreement.

    
3.8 Independent Advice of Counsel. All Parties represent and declare that in executing this Agreement they relied solely

upon their own judgment, belief and knowledge, and the advice and recommendations of their own independently
selected counsel, concerning the nature, extent and duration of their rights and claims, and that they have not been
influenced to any extent whatsoever in executing the same by any representations or statements governing any matter
made by any other Parties hereto or by any person representing any of such other Parties hereto.

3.9 Authorization. The Parties represent and warrant that they are duly and lawfully authorized to enter into this
Agreement.

3.10 Voluntary Agreement.  All Parties further represent and declare that they have carefully read this Agreement and
know the contents thereof and that they sign the same freely and voluntarily.

3.11 Captions. Paragraph titles or captions contained in this Agreement are used for convenience or reference only and are
not intended to and shall not in any way enlarge, define, limit, extend or describe the rights or obligations of the Parties
or affect the meaning or construction of this Agreement, or any provision hereof.

3.12 Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original. Such
counterparts, when taken together, shall constitute but one agreement.
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3.13 Execution By Facsimile or E-Mail. Execution of this Agreement via facsimile or by e-mail shall be effective, and
signatures received via facsimile or by e-mail shall be binding upon the Parties hereto and shall be effective as originals.

3.14 No Construction Against Any Party.  Each Party is cooperating in the drafting and preparation of this Agreement.
Hence, in any construction being made of this Agreement, the same shall not be construed either for or against any
Party.

3.15 Confidentiality. The Parties hereto agree that the terms of this Agreement shall be confidential and remain so.
Although the Parties may disclose merely that the case has been settled, the Parties shall not disclose the terms of this
Agreement to any mass media representative or any other third person or entity, other than (a) as required by law or
court order; (b) as necessary to enforce this Agreement; (c) as necessary and in confidence to their respective legal
counsel, officers, directors, employees, agents, auditors, regulators, insurers, reinsurers, accountants, or financial and tax
advisors; or (d) as specifically consented to by all other Parties in writing The Parties further agree to refrain (and to take
reasonable efforts to cause their officers, agents, employees and attorneys to refrain) from making any derogatory or
detrimental comments about or concerning the other Parties to the Litigation, including their officers, directors, agents or
employees.

3.16 Settlement is Final. Each Plaintiff is aware that she, he or it may hereafter discover claims or facts in addition to or
different from those he, she or it now knows or believes to be true with respect to the matters released herein.
Nevertheless, it is the intention of the Plaintiffs, and each of them, to fully, finally and forever settle all such matters and
all claims relative thereto, which now exist or may exist. In furtherance of such intention, the releases referred to in this
Agreement, shall be given and remain in effect as a full release of all such matters notwithstanding the discovery or
existence of any additional or different claims or facts relative thereto. Plaintiffs on their own behalf and on behalf of
Releasors, expressly waive and relinquish, to the fullest extent permitted by law, the provisions, rights and benefits of
any statute, rule, legal doctrine or principle of common law of the United States or any state or other country, which
either narrowly construes releases purporting by their terms to release such unknown or underestimated or
overestimated claims and/or liabilities in whole or in part, or restricts or prohibits the releasing of such claims and/or
liabilities.

THIS AGREEMENT is executed effective the date first above written.

Remainder of Page Intentionally Left Blank --
Signatures on Following Pages
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/s/ Troy Clanton
Troy Clanton
 

                        
                        

 

/s/ Rose Rabon
Rose Rabon
 

                        
    

SOUTH STAR SERVICES, INC.

                                                
                        

  

By: /s/

Name:
Title:  
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/s/ Chris Brogdon
Chris Brogdon
 

 

/s/ Connie Brogdon
Connie Brogdon
 

KENMETAL, LLC

                        

 

/s/ Chris Brogdon
Chris Brogdon, Manager
 

                        
SENIOR NH, LLC

 

/s/ Chris Brogdon
Chris Brogdon, Manager
 

                        
BAN NH, LLC

                        

 

/s/ Chris Brogdon
Chris Brogdon, Manager
 

                        
LIVING CENTER, LLC

                        

 

/s/ Chris Brogdon
Chris Brogdon, Manager
 

                        
OAK LAKE, LLC

                        

 

/s/ Chris Brogdon
Chris Brogdon, Manager
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ADCARE OKLAHOMA MANAGEMENT, LLC

                        

  

By: /s/

Name:
Title:  

                        
                        

    

ADCARE HEALTH SYSTEMS, INC.

                        

  

By: /s/

Name:
Title:  

                        
                        

    

ADCARE PROPERTY HOLDINGS, LLC

                        

  

By: /s/

Name:
Title:  

                        

                        

 

/s/ Boyd Gentry
Boyd Gentry
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Exhibit 1

Stipulation for Dismissal With Prejudice

IN THE UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF OKLAHOMA

TROY CLANTON,    et al.            )
)

Plaintiffs,            )
)

v.                        )        Case No. 13-CV-717-M
)

CHRIS BROGDON, et al.        )
)

Defendants.            )

STIPULATION FOR DISMISSAL WITH PREJUDICE

All Plaintiffs and Defendants, pursuant to Rule 41(a)(1) of the Federal Rules of Civil Procedure, hereby

stipulate that this action, in its entirety, is hereby dismissed with prejudice to the bringing of a future action, and

with each party to bear its own costs and attorney fees and costs incurred herein.

Respectfully submitted,
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 s/R. Scott Thompson

 

Sherman A. Reed, OBA #11971
R. Scott Thompson, OBA #17712
LESTER, LOVING & DAVIES, P.C.
1701 South Kelly Avenue
Edmond, OK 73013
(405) 844-9900
(405) 844-9958 (Facsimile)
sreed@lldlaw.com
sthompson@lldlaw.com
ATTORNEYS FOR TROY CLANTON, ROSE RABON,
AND SOUTH STAR SERVICES, INC.

 s/Michael K. Avery

 

M. Richard Mullins, OBA # 13329
Michael K. Avery, OBA # 22476
MCAFEE & TAFT
A Professional Corporation
10th Floor, Two Leadership Square
211 North Robinson
Oklahoma City, OK 73102
(405) 235-9621
(405) 235-0439 (Facsimile)
richard.mullins@mcafeetaft.com
michael.avery@mcafeetaft.com

ATTORNEYS FOR CHRIS BROGDON, CONNIE
BROGDON, KENMETAL, INC., SENIOR NH, LLC,
BAN NH, LLC, LIVING CENTER, LLC., AND OAK
LAKE, LLC.

 s/John M. Thompson

 

John M. Thompson, OBA #17532
Thomas B. Snyder, OBA #31428
CROWE & DUNLEVY
A Professional Corporation
324 N. Robinson Ave.
Suite 100
Oklahoma City, OK 73102
(405) 235-7700
(405) 239-6651 (Facsimile)
john.thomas@crowedunlevy.com
thomas.snyder@crowedunlevy.com

ATTORNEYS FOR ADCARE OKLAHOMA
MANAGEMENT, LLC, ADCARE HEALTH SYSTEMS,
INC., ADCARE HOLDINGS, LLC AND BOYD GENTRY
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Exhibit 2

February 20, 2015

FOR SETTLEMENT DISCUSSION PURPOSES ONLY

James Joslin
Chief, Health Resource Development
Oklahoma State Department of Health
1000 NE 10th Street
Oklahoma City, OK 73117-1299

Re: Troy Clanton, et al. v. Chris Brogdon, et al., Case No. 13-CV-717-M,
U.S. District Court for the Western District of Oklahoma

Dear Mr. Joslin:

I am writing on behalf of Chris Brogdon, Adcare Health Systems, Inc. and Adcare Oklahoma Management, LLC.
As you are aware, South Star Services, Inc. (“South Star”), which is owned by Troy Clanton and Rose Rabon, has been
in litigation with Chris Brogdon, operating entities owned by Mr. Brogdon, AdCare Health Systems, Inc., AdCare
Oklahoma Management, Inc. and Boyd Gentry. The facilities at issue in that litigation are: Enid Senior Care, Grand Lake
Villa, Betty Ann Nursing Center, The Living Center, Kenwood Manor, Harrah Nursing Center, Meeker Nursing Center,
McCloud Nursing Center, Edwards Redeemer Nursing Center, Northwest Nursing Center, Quailcreek Nursing Center
and Companion Specialized Health Care. The parties have resolved their differences and the litigation is concluded.

In prior correspondence with the Department in April, 2013, the parties communicated with Michael Todd about
the role of South Star, Mr. Clanton and Ms. Rabon in connection with the Enid Senior Care Facility. In part, the
correspondence addressed the $37,000 civil monetary penalty imposed on Enid Senior Care as the result of a
November 10, 2011 survey. Mr. Brogdon seeks to make clear that neither South Star, Mr. Clanton nor Ms. Rabon are or
were responsible in any way for the results of the survey. The results of the survey should not be imputed to South Star,
Mr. Clanton or Ms. Rabon. As set forth in the prior correspondence, many of the deficiencies identified in the survey
occurred prior to Mr. Brogdon’s operating entity acquiring Enid Senior Care, and post-acquisition, Mr. Brogdon relied on
the staff of the facility. Neither South Star,
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Mr. Clanton or Ms. Rabon were ever on staff at the facility and the results of the survey should have no bearing on South
Star, Mr. Clanton or Ms. Rabon being considered and approved for management of facilities in the future. In addition,
although management agreements had been executed for certain of the facilities, neither South Star, Mr. Clanton nor Ms.
Rabon ended up providing management services for any of the other facilities at issue in the litigation.

Please do not hesitate to contact me should you have any questions.

Very truly yours,

S. Gregory Frogge
cc:    Darlene Simmons, Director

Michael Todd, License Review
Sherman Reed
Scott Thompson
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Exhibit 10.399

SETTLEMENT AGREEMENT AND RELEASE

This Settlement Agreement and Release (this "Agreement") is made, entered into and effective as of the 30th day of March,
2015 (the "Effective Date"), by and among Starr Indemnity & Liability Company (“Starr”), Columbia Casualty Company
(“Columbia”), Chris Brogdon (“Brogdon”), Connie Brogdon, Kenmetal, LLC, Senior NH, LLC, BAN NH, LLC, Living Center,
LLC, and Oak Lake, LLC (collectively, the “Brogdon Parties”), and AdCare Oklahoma Management, LLC, AdCare Health Systems,
Inc., AdCare Property Holdings, LLC, and Boyd Gentry (collectively the “AdCare Parties”, which together with the Brogdon Parties
are referred to collectively as the “Defendants”). Starr, Columbia, Brogdon, Connie Brogdon, Kenmetal, LLC, Senior NH, LLC,
BAN NH, LLC, Living Center, LLC, Oak Lake, LLC, AdCare Oklahoma Management, LLC, AdCare Health Systems, Inc., AdCare
Property Holdings, LLC, and Boyd Gentry are sometimes referred to herein individually as a "Party" and referred to collectively
herein as the "Parties".

WITNESSETH

In consideration of the mutual covenants, promises and agreements contained herein, the receipt and sufficiency of which are
hereby acknowledged, the Parties agree as follows:

1.    Recitations

1.1 The Dispute and the Litigation. Plaintiffs, Troy Clanton (“Clanton”), Rose Rabon (“Rabon”) and South Star
Services, Inc. (“SSSI”, which together with Clanton and Rabon are referred to collectively as the “Plaintiffs”) allege
that in July 2009 they made an oral agreement with Brogdon whereby Brogdon requested the assistance of Clanton and
Rabon and their company, SSSI, in helping Brogdon locate nursing homes to purchase in Oklahoma. Under the terms
of the alleged agreement, if the Plaintiffs located the homes and they were purchased by Brogdon, then Brogdon would
hire SSSI to manage the homes which would result in SSSI earning five-percent (5%) of the gross revenues of the
homes as management fees. Ultimately, the Brogdon Parties and the AdCare Parties collectively purchased
approximately twelve (12) nursing homes located in Oklahoma, consisting of three (3) portfolios of nursing homes
known as the Blue Dolphin Portfolio, the Harty Portfolio and the Independent Portfolio (collectively, the “Nursing
Homes”). SSSI and certain of the Brogdon Parties entered into written Management Agreements with respect to the
management of the Blue Dolphin Portfolio. However, the Plaintiffs contend that the management agreements and
certain oral agreements were breached and that Plaintiffs did not end up managing the Nursing Homes after they were
acquired by certain of the Brogdon Parties and certain of the AdCare Parties. A dispute arose between Plaintiffs and
Defendants relating to the Plaintiffs’ claims for lost management fees associated with not managing the Nursing Homes,
alleged statements and/or omissions alleged to have been made in connection with a survey conducted by the
Oklahoma State Department of Health on one of the Nursing Homes, and damages that Plaintiffs alleged to have
incurred as a result of the
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foregoing (all of which is collectively referred to herein as the "Dispute"). A lawsuit was filed relating to the Dispute
styled Troy Clanton et al v. Chris Brogdon et al , pending in the United States District Court for the Western District of
Oklahoma,and assigned Case No. 13-CV-717-M (the Dispute and lawsuit, collectively, the “Litigation”).

1.2 Insurance.

1.2.1.     Starr issued Policy No. SISIFNL20062713 to AdCare Health Systems, Inc. for the January 1, 2013 to
January 1, 2014 policy period (the “Starr Policy”). Brogdon and the AdCare Parties requested coverage under the Starr
Policy for the Litigation. In response, Starr, as more fully set forth in correspondence, including letters dated September
10, 2013, January 8, 2015, February 4, 2015, and February 9, 2015 (which are incorporated herein by reference), (i)
acknowledged potential coverage for Gentry and potential partial coverage for Brogdon under the Starr Policy for the
Litigation, (ii) declined coverage for AdCare Oklahoma Management, LLC, AdCare Health Systems, Inc., and AdCare
Property Holdings, LLC under the Starr Policy for the Litigation, and (iii) reserved all of its rights, defenses, or
privileges under the Starr Policy with respect to the Litigation. AdCare Health Systems, Inc. disputes Starr’s coverage
position (the “Starr Coverage Dispute”).

1.2.2.     Columbia issued Commercial General Liability Policy No. 4034819954 to AdCare Health Systems,
Inc. for the January 1, 2013 to January 1, 2014 policy period (the “Columbia Policy”). Defendants other than Connie
Brogdon (together, the “Columbia Insureds”) sought coverage under the Columbia Policy for the Litigation. Columbia
denied coverage for all counts asserted by plaintiffs in the Litigation except the count for Defamation, which was
asserted against Brogdon, AdCare Oklahoma Management, LLC, and Senior NH, LLC, further reserved its right to
deny coverage for the Litigation in its entirety on several grounds as more fully set forth in correspondence, including
that to Kymberlee Dougherty Tysk dated January 9, 2014 and December 11, 2014 (which are incorporated herein by
reference), and took the position that it had no obligation to contribute toward the Underlying Settlement (as defined
below) because Plaintiffs in the Litigation were not seeking any monetary amounts in the Underlying Settlement for
their Defamation count, and the Columbia Insureds disputed that position and likewise reserved their rights (the
“Columbia Coverage Dispute”) (the Starr Coverage Dispute and the Columbia Coverage Dispute, together, the
“Coverage Disputes”).

1.3 Resolution. The parties to the Litigation have agreed to settle the Litigation (the “Underlying Settlement”) on terms set
forth in a separate settlement agreement (the “Underlying Settlement Agreement”), an executed copy of which is
attached to this Agreement as Exhibit A. The Underlying Settlement and the Underlying Settlement Agreement
contemplate, among other things, a payment to the plaintiffs in the amount of $2 million (the “Underlying Settlement
Payment”). The Parties to this Agreement desire to adjust, compromise and settle all possible claims among each other
now or hereafter arising in connection with any of the matters related to the Litigation and the Coverage Disputes. It is
the intention and desire of the Parties to this Agreement to fully settle, compromise and resolve, in good faith, all of the
differences, disagreements and disputes between each other arising from or in any way related to the Litigation and the
Coverage Disputes, and they have agreed to
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settle and compromise those disputes on the terms, and in consideration of the promises, mutual agreements, covenants,
and other undertakings, set forth in this Agreement.

2. Agreement
   
For full and valuable consideration and on the terms, conditions and covenants contained herein, the receipt and sufficiency of which
are hereby acknowledged, the Parties agree as follows:

2.1 Recitals. The recitals above and the definitions and terms therein contained shall be deemed part of this Agreement.

2.2    No Admissions.

2.2.1.     Brogdon, the AdCare Parties, and Starr agree and acknowledge that this Agreement is entered into for the sole
purpose of resolving the Starr Coverage Dispute as well as avoiding substantial costs, expenses and uncertain fees
associated with such dispute. It is expressly agreed and acknowledged that neither this Agreement, its execution, the
performance of any of its terms nor any of its contents shall constitute or be construed or offered as evidence in any
proceeding as an admission by Starr of any insurance coverage for Brogdon or the AdCare Parties under the Starr
Policy for the Litigation. Any payment made by Starr hereunder shall not be, and shall not be deemed to be, an
admission of any liability under any policy of insurance issued by Starr or any affiliated companies.

Connie Brogdon, Kenmetal, LLC, Senior NH, LLC, BAN NH, LLC, Living Center, LLC, and Oak Lake,
LLC (collectively, the “Starr non-insureds”) agree and acknowledge: that they are not Insureds (as defined in the Starr
Policy) under the Starr Policy; that they have no rights under the Starr Policy; that they have not been assigned any
rights under the Starr Policy; and that neither this Agreement, its execution, the performance of any of its terms nor any
of its contents shall constitute or be construed or offered as evidence in any proceeding as an admission by Starr of any
insurance coverage for the Starr non-insureds under the Starr Policy for the Litigation.

2.2.2. Defendants and Columbia agree and acknowledge that this Agreement is entered into for the sole purpose
of resolving the Columbia Coverage Dispute as well as avoiding substantial costs, expenses and uncertain fees
associated with such dispute. It is expressly agreed and acknowledged that neither this Agreement, its execution, the
performance of any of its terms nor any of its contents shall constitute or be construed or offered as evidence in any
proceeding as an admission by Columbia of any insurance coverage for any Defendant under the Columbia Policy for
the Litigation. Any payment made by Columbia hereunder shall not be, and shall not be deemed to be, an admission of
any liability under any policy of insurance issued by Columbia or any affiliated companies.

Connie Brogdon agrees and acknowledges: that she is not an Insured (as defined in the Columbia Policy) under the
Columbia Policy; that she has no rights under the Columbia Policy; that she has not been assigned any rights under the
Columbia
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Policy; and that neither this Agreement, its execution, the performance of any of its terms nor any of its contents shall
constitute or be construed or offered as evidence in any proceeding as an admission by Columbia of any insurance
coverage for Connie Brogdon under the Columbia Policy for the Litigation.

2.3 The Parties’ Contributions to the Underlying Settlement: The Parties agree that the Underlying Settlement Payment
will be allocated as follows: $700,000.00 paid by Starr (the “Starr Settlement Contribution”); $700,000.00 paid by
Columbia (the “Columbia Settlement Contribution”); and $600,000.00 to be paid by Defendants (the “Defendants’
Settlement Contribution”). Checks for these payments should be issued to Crowe & Dunlevy, P.C. Client Trust
Account and Crowe & Dunlevy, P.C. is authorized to deposit said checks into its Client Trust Account and issue
checks in payment of the Settlement Amount to Plaintiffs and their counsel Lester, Loving & Davies, P.C. as set forth
in the Underlying Settlement Agreement. Starr and Columbia shall pay their respective Settlement Contributions within
fifteen (15) days of: (i) receipt by Starr and Columbia of one fully executed copy of this Agreement; (ii) receipt by Starr
and Columbia of one fully executed copy of the Underlying Settlement Agreement; and (iii) receipt by Starr and
Columbia of written payment instructions, including a W-9. Defendants, jointly and severally, will be fully responsible
for remitting the full amount of the Defendants’ Settlement Contribution. Neither Starr nor Columbia will have
responsibility to fund any part of the Defendants’ Settlement Contribution. The Parties acknowledge and agree that the
Starr Settlement Contribution under the Starr Policy, when paid, will reduce the limit of liability of the Starr Policy. The
Parties also acknowledge and agree that the Columbia Settlement Contribution constitutes damages under the Columbia
Policy, and, when paid, will reduce the limits of liability of the Starr and Columbia Policies. The Parties further
acknowledge and agree that the Starr Settlement Contribution and Columbia Settlement Contribution fully satisfy any
and all of Starr’s and Columbia’s respective obligations to the Insureds under their respective Policies in connection
with the Underlying Settlement.

2.4 Columbia’s Payment of Claim Expenses. Within thirty (30) calendar days after the dismissal with prejudice of the
Litigation, Defendants or Richard Mullins of the law firm McAfee Taft and John Thompson of the law firm Crowe &
Dunlevy (“Defense Counsel”) will submit to Columbia final invoices for services rendered by Defense Counsel in the
Litigation (the “Final Defense Invoices”). Subject to the Policy’s terms and Continental’s reporting and billing
procedures, Continental will review the Final Defense Invoices and will pay all invoiced amounts that constitute “claim
expenses”, as that term is defined in the Policy (the “Columbia Defense Payment”). The Parties agree to use their best
efforts to resolve any disputes that may arise concerning payment of Defense Counsel’s invoices. The Columbia
Insureds acknowledge and agree that the Columbia Defense Payment fully satisfies any and all of Columbia’s
obligations to the Columbia Insureds under the Columbia Policy in connection with the defense of the Litigation.

  
Columbia acknowledges and agrees that it will not seek recoupment, contribution, reimbursement, or any kind of
payment, whether on its own behalf or on behalf of others through assignment, from Starr for the Columbia Defense
Payment or for any payments Columbia has made or will make to Defense Counsel in the Litigation.
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2.5 Failure of the Underlying Settlement. This Agreement, in its entirety, will be null, void and of no further legal effect
if the Underlying Settlement is not completed for any reason, or if the Litigation is not dismissed with prejudice. In that
event, neither Starr nor Columbia will have any obligation under this Agreement to pay the Starr or Columbia
Settlement Contributions described in Paragraph 2.3 of this Agreement, and Columbia will have no obligation to pay
the Columbia Defense Payment described in Paragraph 2.3 of this Agreement, and the Parties will revert to the
positions they were in prior to the execution of this Agreement with all rights and remedies available to them under the
Starr Policy, Columbia Policy and applicable law, as such rights existed prior to this Agreement. If Starr and/or
Columbia already have or has paid the Starr and/or Columbia Settlement Contribution and/or the Columbia Defense
Payment at the time the Underlying Settlement fails to be completed, the Defendants agree to repay such payments to
Starr and/or Columbia, as appropriate, within three (3) business days of receipt by Crowe & Dunlevy, P.C. of Starr’s
and/or Columbia’s written request for return of such payment.

2.6 Mutual Releases.

2.6.1    Subject to Paragraphs 2.5 and 2.6.4 of this Agreement, in consideration of the Starr Settlement Contribution, the
Columbia Settlement Contribution and the Columbia Defense Payment, and the promises and releases contained in this
Agreement, the Defendants, for and on behalf of themselves and any corporation or other business entity in which any
of the Defendants is a principal, partner, or otherwise has a controlling interest, and the Defendants’ or any such
business entity’s predecessors, successors, successors in business or interest, affiliates, subsidiaries, parents, divisions,
partnerships and joint ventures, and all of the Insureds’ and the other foregoing entities’ respective past, present and
future associates, representatives, owners, members, managers, estates, heirs, assigns, insurers, reinsurers, shareholders,
creditors, liquidators, administrators, executors, partners, principals, trustees, directors, officers, executives, employees,
committee members, advisory board members, volunteers, independent contractors, attorneys, and agents, the foregoing
persons’ spouses, and all others acting or claiming by, through, under or in concert with any of the foregoing
(hereinafter, collectively, the “Defendants Related Persons and Entities”), hereby release, remise, acquit and forever
discharge Starr and Columbia, and their respective predecessors, successors, successors in business or interest, affiliates,
subsidiaries, parents, divisions, partnerships and joint ventures, and all of Starr’s or Columbia’s and the other foregoing
entities’ respective past, present and future associates, representatives, owners, members, managers, estates, heirs,
assigns, insurers, reinsurers, shareholders, creditors, liquidators, administrators, executors, partners, principals, trustees,
directors, officers, executives, employees, committee members, volunteers, independent contractors, advisory board
members, attorneys, agents, the foregoing persons’ spouses, and all others acting or claiming by, through, under or in
concert with any of the foregoing (hereinafter, respectively, the “Starr Related Persons and Entities” and the “Columbia
Related Persons and Entities” and, collectively, the “Insurers Related Persons and Entities”), from any and all claims
(including without limitation all rights and claims for fraud or misrepresentation, or pursuant to any applicable statute,
case law, and/
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or doctrine, for any alleged failure by Starr, Columbia, or any of their respective Related Persons and Entities to
effectuate prompt, fair and equitable investigation, defense or settlement of the Litigation or for any actions taken or not
taken in connection therewith, or for breach of statutory duties, or for breach of the covenant of or other alleged duties
of good faith and fair dealing in connection therewith), debts, duties, benefits, costs, expenses, judgments, settlements,
actions, causes of action, demands, obligations, liabilities, promises, acts, agreements, rights, damages (including, but
not limited to, compensatory, contractual, bad faith, punitive, exemplary, statutory or extra-contractual damages, or any
other damages), losses, attorneys’ fees, or other relief of any kind or character, whether known or unknown, suspected
or unsuspected, asserted or unasserted, whether at law or in equity, which the Defendants or any of them, or the
Defendants Related Persons and Entities or any of them, now have or may hereafter accrue against Starr, Columbia, or
any of the Insurers Related Persons and Entities, by reason of, in connection with, based on, arising out of, related to, or
in any way involving, directly or indirectly, (i) the Litigation, (ii) the settlement of the Litigation, (iii) any request(s) for
coverage for the Litigation under the Starr Policy, Columbia Policy, or any insurance policy issued by Starr or
Columbia or any of their respective affiliates, (iv) the Coverage Dispute, or (v) the facts, circumstances, events, or
allegations asserted in or underlying the Litigation. Notwithstanding the foregoing, this release shall not extend to
claims for breach of this Agreement or the warranties or representations contained herein.
 
2.6.2 Subject to Paragraph 2.6.4 of this Agreement, in consideration of the Defendants’ Settlement Contribution and the
promises and releases contained in this Agreement, Starr and Columbia, for and on behalf of themselves and the
Insurers Related Persons and Entities, hereby release, remise, acquit and forever discharge the Defendants and the
Defendants Related Persons and Entities from any and all claims, debts, duties, benefits, costs, expenses, judgments,
settlements, actions, causes of action, demands, obligations, liabilities, promises, acts, agreements, rights, damages
(including, but not limited to, compensatory, contractual, bad faith, punitive, exemplary, statutory or extra-contractual
damages, or any other damages), losses, attorneys’ fees, or other relief of any kind or character, whether known or
unknown, suspected or unsuspected, asserted or unasserted, whether at law or in equity, which Starr, Columbia or any
of the Insurers Related Persons and Entities now has or which may hereafter accrue against the Defendants or any of
them, or the Defendants Related Persons and Entities or any of them, by reason of, in connection with, based on,
arising out of, related to, or in any way involving, directly or indirectly, (i) the Litigation, (ii) the settlement of the
Litigation, (iii) any request(s) for coverage for the Litigation under the Starr Policy, Columbia Policy, or any insurance
policy issued by Starr or Columbia or any of their respective affiliates (iv) the Coverage Dispute, or (iv) the facts,
circumstances, events, or allegations asserted in or underlying the Litigation. Notwithstanding the foregoing, this release
shall not extend to claims for breach of this Agreement or the warranties or representations contained herein.

2.6.3    Subject to Paragraph 2.6.4 of this Agreement, in consideration of the Starr Settlement Contribution, Columbia
Settlement Contribution, Columbia Defense Payment, and the promises and releases contained in this Agreement,
Columbia, for and on behalf of itself and the Columbia Related Persons and Entities, and Starr, for
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and on behalf of itself and the Starr Related Persons and Entities hereby release, remise, acquit and forever discharge
each other and each other’s Related Persons and Entities from any and all claims, (including without limitation all rights
and claims for fraud or misrepresentation, or pursuant to any applicable statute, case law, and/or doctrine, for any
alleged failure by Starr, Columbia, or any of their respective Related Persons and Entities to effectuate prompt, fair and
equitable investigation, defense or settlement of the Litigation or for any actions taken or not taken in connection
therewith, or for breach of statutory duties, or for breach of the covenant of or other alleged duties of good faith and fair
dealing in connection therewith), debts, duties, benefits, costs, expenses, judgments, settlements, actions, causes of
action, demands, obligations, liabilities, promises, acts, agreements, rights, damages (including, but not limited to,
compensatory, contractual, bad faith, punitive, exemplary, statutory or extra-contractual damages, or any other
damages), losses, attorneys’ fees, or other relief of any kind or character, whether known or unknown, suspected or
unsuspected, asserted or unasserted, whether at law or in equity, which Starr or any of its Related Persons and Entities
now has or which may hereafter accrue against Columbia or any of its Related Persons and Entities and which
Columbia or any of its Related Persons and Entities now has or which may hereafter accrued against Starr or any of its
Related Persons and Entities by reason of, in connection with, based on, arising out of, related to, or in any way
involving, directly or indirectly, (i) the Litigation, (ii) the settlement of the Litigation, (iii) any request(s) for coverage for
the Litigation under the Starr Policy, Columbia Policy, or any insurance policy issued by Starr or Columbia or any of
their respective affiliates, (iv) the Coverage Dispute, or (iv) the facts, circumstances, events, or allegations asserted in or
underlying the Litigation. Notwithstanding the foregoing, this release shall not extend to claims for breach of this
Agreement or the warranties or representations contained herein.

2.6.4    The Parties intend that the releases in this Paragraph 2.6 constitute mutual releases. Therefore, notwithstanding
anything that may be to the contrary in this Paragraph, by this Paragraph, no individual or entity releases any individual
or entity that does not release it.
  

2.7 Representation and Release Related to Payment of the Defendants’ Settlement Contribution. The Defendants,
and each of them, hereby agree that they will not seek reimbursement from Starr or Columbia for any part of the
Defendants’ Settlement Contribution, and also hereby agree not to seek coverage for any demand, lawsuit or other
claim alleging that they, or any of them, have not paid the Defendants’ Settlement Contribution, or any part of it. The
Defendants fully release Starr and Columbia from any and all liability related to payment of the Defendants’ Settlement
Contribution or any part of it.

2.8 Confidentiality. The Parties hereto agree that the terms of this Agreement shall be confidential and remain so.
Although the Parties may disclose merely that the case has been settled, the Parties shall not disclose the terms of this
Agreement to any mass media representative or any other third person or entity, other than (a) as required by law or
court order; (b) as necessary to enforce this Agreement; (c) as necessary and in confidence to their respective legal
counsel, officers, directors, employees, agents, auditors, regulators, insurers, reinsurers, accountants, or financial
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and tax advisors; or (d) as specifically consented to by all other Parties in writing.
 
2.9 Unknown Claims. Each Party is aware that it may hereafter discover claims or facts in addition to or different from

those it now knows or believes to be true with respect to the matters related herein. Nevertheless, it is the intention of
the Parties hereto to fully, finally and forever settle all such matters and all claims relative thereto, which now exist or
may exist. In furtherance of such intention, the releases referred to in this Agreement shall be given and remain in effect
as a full release of all such matters notwithstanding the discovery or existence of any additional or different claims or
facts relative thereto. Each Party, on its own behalf and on behalf of its Related Persons and Entities, expressly waives
and relinquishes, to the fullest extent permitted by law, the provisions, rights and benefits of any statute, rule, legal
doctrine or principle of common law of the United States or any state or other country, which either narrowly construes
releases purporting by their terms to release such unknown or underestimated or overestimated claims and/or liabilities
in whole or in part, or restricts or prohibits the releasing of such claims and/or liabilities.

3. Miscellaneous.

3.1 Benefit and Burden. This Agreement shall be binding upon, and inure to the benefit of, the Parties hereto and their
respective heirs, executors, administrators, representatives, successors, employees, agents and assigns, and any
corporation, partnership or other entity into which any of the Parties may merge, consolidate or reorganize.

3.2 Survival of Provisions of Agreement. Wherever possible, each provision of this Agreement shall be interpreted in
such a manner as to be effective and valid under applicable law. If any provision of this Agreement shall be invalid,
illegal or unenforceable in any respect under any applicable law, the validity, legality and enforceability of the
remaining provisions of this Agreement shall not be affected or impaired thereby.

3.3 Entire Agreement. All agreements, covenants, representations and warranties, express and implied, oral and written,
of the Parties hereto concerning the subject matter hereof are contained herein. No other agreements, covenants,
representations or warranties, express or implied, oral or written, have been made by any Party hereto to any other party
concerning the subject matter hereof. All prior and contemporaneous conversations, negotiations, possible and alleged
agreements, representations, covenants and warranties concerning the subject matter hereof are merged herein. This is
an integrated agreement. Notwithstanding the foregoing, except as may expressly be provided herein, nothing herein
modifies the terms and conditions of the Starr Policy or the Columbia Policy.

3.4 No Assignments. Each Party warrants that it has not assigned, sold, transferred or otherwise disposed of any of the
claims, demands, rights or causes of action released in this Agreement, that it is the current holder of all such claims,
and that no future assignment or transfer will be made.

3.5 Attorneys’ Fees. Subject to Section 2.4, each Party hereto shall pay his, her or its

                            8
Settlement Agreement and Release Clanton et al v. Brogdon et al                         2981736

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



own attorneys’ fees and costs that have been or will be incurred in this matter, except that, in any action for breach of
this Agreement, or to enforce the terms of this Agreement, the prevailing party shall be entitled to recover his, her or its
reasonable attorneys’ fees and costs.

3.6 Tax Liability.  The Parties agree that no Party shall have any responsibility whatsoever to any other Party or to any
federal, state, or local taxing authority for the tax liability or consequences, if any, arising from this Agreement.

3.7 Independent Advice of Counsel. All Parties represent and declare that in executing this Agreement they relied solely
upon their own judgment, belief and knowledge, and the advice and recommendations of their own independently
selected counsel, concerning the nature, extent and duration of their rights and claims, and that they have not been
influenced to any extent whatsoever in executing the same by any representations or statements governing any matter
made by any other Parties hereto or by any person representing any of such other Parties hereto.

3.8 Authorization. The Parties represent and warrant that they are duly and lawfully authorized to enter into this
Agreement.

3.9 Voluntary Agreement.  All Parties further represent and declare that they have carefully read this Agreement and
know the contents thereof and that they sign the same freely and voluntarily.

3.10 Captions. Paragraph titles or captions contained in this Agreement are used for convenience or reference only and are
not intended to and shall not in any way enlarge, define, limit, extend or describe the rights or obligations of the Parties
or affect the meaning or construction of this Agreement, or any provision hereof.

3.11 Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original. Such
counterparts, when taken together, shall constitute but one agreement.

3.12 Execution By Facsimile or E-Mail. Execution of this Agreement via facsimile or by e-mail shall be effective, and
signatures received via facsimile or by e-mail shall be binding upon the Parties hereto and shall be effective as originals.

3.13 No Construction Against Any Party.  Each Party is cooperating in the drafting and preparation of this Agreement.
Hence, in any construction being made of this Agreement, the same shall not be construed either for or against any
Party.

THIS AGREEMENT is executed effective the date first above written.
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STARR INDEMNITY & LIABILITY COMPANY

                        

  

By: /s/

Name:
Title:  

                        

COLUMBIA CASUALTY COMPANY

                        

  

By: /s/

Name:
Title:  
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/s/ Chris Brogdon
Chris Brogdon
 

 

/s/ Connie Brogdon
Connie Brogdon
 

                        
KENMETAL, LLC

                        

 

/s/ Chris Brogdon
Chris Brogdon, Manager
 

                        
SENIOR NH, LLC

 

/s/ Chris Brogdon
Chris Brogdon, Manager
 

                        
BAN NH, LLC

                        

 

/s/ Chris Brogdon
Chris Brogdon, Manager
 

                        
LIVING CENTER, LLC

                        

 

/s/ Chris Brogdon
Chris Brogdon, Manager
 

OAK LAKE, LLC

                        

 

/s/ Chris Brogdon
Chris Brogdon, Manager
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ADCARE OKLAHOMA MANAGEMENT, LLC

                        

  

By: /s/

Name:
Title:  

                        
                        

    

ADCARE HEALTH SYSTEMS, INC.

                        

  

By: /s/

Name:
Title:  

                        
                        

    

ADCARE PROPERTY HOLDINGS, LLC

                        

  

By: /s/

Name:
Title:  

                        

                        

 

/s/ Boyd Gentry
Boyd Gentry
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Exhibit 10.400

SETTLEMENT AND INDEMNIFICATION AGREEMENT

This Settlement and Indemnification Agreement (this "Agreement"), is made and entered into as of March 26, 2015,
and is entered into by and between Adcare Health Systems, Inc and its wholly owned subsidiaries and affiliates (collectively,
"Adcare") and Chris Brogdon ("Brogdon") and any affiliates or entities in which Chris Brogdon has an ownership interest
including but not limited to the entities identified on the signature page hereof (such affiliates or entities are hereinafter
collectively referred to as the "Brogdon Entities").

RECITALS

A. Adcare previously operated and provided administration services for Brogdon Entities pursuant to various
management agreements (all such agreements or arrangements are collectively referred to herein as, the "Management
Agreements");

B. Adcare, Boyd Gentry and Brogdon and certain Brogdon Entities are currently co- defendants in the lawsuit
encaptioned Troy Clanton, Rose Baron Rabon, and South Star Services, Inc. v. Chris Brogdon, Connie Brogdon, Kenmetal,
LLC, Senior NH, LLC, Ban NH, LLC, Living Center, LLC, Oak Lake, LLC, Adcare Oklahoma Management, LLC, Adcare
Health Systems, Inc., Adcare Property Holdings, LLC, and Boyd Gentry Case No. 13-CV-717, filed in the United States
District Court for the Western District of Oklahoma (the "Clanton Matter").

C. Adcare and certain Brogdon Entities are currently co-defendants a lawsuit encaptioned Genesis Eldercare
Rehabilitation, Inc. v. Living Center LLC, Senior EN, LLC, Oak Lake LLC, Kenmental LLC and Adcare Oklahoma
Management LLC, case No. 2:14-4255 filed in the United States District Court for the Eastern District of Pennsylvania (the
"Genesis Matter").

D. Adcare and certain Brogdon Entities are currently co-defendants in the lawsuit encaptioned: Aim Business
Capital LLC v. Haskin Health Care, LLC, Angela L. Gibson, Adcare Health Systems, Inc., Adcare Oklahoma Management
LLC, Senior NH, LLC d/b/a/ Enid Senior Care Kenmetal LLC d/b/a Kenwood Manor and Living Center, LLC d/b/a the Living
Center Case, No CJ-2013-260 filed in the District Court of Garfield County, Oklahoma (the "Aim Matter").

E. Adcare and certain Brogdon Entities are currently being threatened by McKesson, Inc. for unpaid accounts
due for products furnished by McKesson to Brogdon Entities facilities in Oklahoma that were managed by Adcare (the
"McKesson Matter").

F. There may be other claims against Adcare arising from the Management Agreements which have not yet been
asserted (the "Unasserted Claims"). The Genesis Matter, the Aim Matter, the McKesson Matter and the Unasserted Claims are
collectively referred to herein as the "Adcare Indemnified Claims").

G. Brogdon has alleged that Adcare has violated the terms of the Management Agreements by requiring certain
Brogdon Entities to take over a line of credit that has cost those entities in excess of $500,000; hiring unauthorized contractors
who were not paid by Adcare and

Clanton_Adcare - Settlement Indemnification Agreement 03 25 2015 (2).docx

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



who are now suing or threatening to sue the Brogdon Entities for unpaid amounts totaling hundreds of thousands of dollars;
and mismanagement of the nursing homes that has seriously impacted profitability. All of those actions by Adcare have caused
Brogdon or the Brogdon Entities to suffer considerable damages. Although Adcare has denied the allegations, Brogdon has
threatened to bring claims against Adcare for such damages accordingly (the "Management Claims").

H. Adcare and Brogdon have reached an agreement pursuant to which Adcare will contribute funds to settle the
Clanton Matter in consideration for Brogdon and Brogdon Entities' agreement to (i) release Adcare from the Management
Claims, and (ii) to indemnify and hold Adcare harmless from the Adcare Indemnified Claims in accordance with the terms and
conditions set forth herein.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual covenants an d agreements contained herein, and for other
valuable consideration, the receipt and adequacy of which is hereby acknowledged, the parties hereto do hereby mutually agree
as follows:

1. SETTLEMENT OF CLANTON MATTER. Adcare agrees to contribute up to $600,000 toward the settlement of
the Clanton Matter on behalf of all defendants to that lawsuit on terms and conditions and in accordance with a payment
schedule to be negotiated between plaintiffs counsel, the insurance carriers for the respective defendants and Adcare. If the
matter can be settled for a contribution of less than $600,000 from the defendants in the matter, Adcare shall only be required to
contribute that lesser amount.

2. RELEASE. In consideration for the payments described in Section 1 above, Brogdon and the Brogdon Entities
hereby irrevocably and unconditionally release, and forever discharge Adcare and each of its current or former officers and
directors, successors, assigns, agents, employees, representatives, subsidiaries and affiliates, and all persons acting by, through,
under or in concert with any of them (collectively, the "Adcare Released Parties"), from any and all charges, complaints,
claims, liabilities, obligations, promises, agreements, controversies, damages, actions, causes of action, suits, rights, demands,
costs, losses, debts and expenses, including attorneys' fees and expense of any nature whatsoever, known or unknown,
suspected or unsuspected arising from or relating to the Management Claims or the Management Agreements.

3. INDEMNITY AND ADVANCEMENT. Brogdon and the Brogdon Entities jointly and severally agree to
indemnify, defend and hold harmless Adcare and each of its directors, officers, successors, assigns, agents, employees,
representatives, subsidiaries and affiliates, from and against any and all claims, demands, losses, costs, expenses, obligations,
liabilities, damages, recoveries, or deficiencies, including interest, penalties, and attorney's fees which any of the Adcare
Indemnified Parties shall incur or suffer, arising out of, in connection with or relating to any of the Adcare Indemnified Claims.
The indemnification obligation in this Section 3 shall include the requirement to advance attorney's fees and other expenses
incurred in settling or defending any claims, actions, threatened actions, or finally adjudicated legal proceedings with regard to
the foregoing. Such advancement shall be made within thirty (30) days of receipt of an invoice from Adcare's counsel.
Notwithstanding the foregoing, provided that Brogdon and
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the Brogdon Entities are not in default of this Agreement, Adcare agrees to use counsel reasonably acceptable to Brogdon. In
no event shall Brogdon or the Brogdon Entities settle any claim in a way that admits fault, harms Adcare's reputation or
imposes any restraints or restrictions on Adcare's business operations without Adcare's written consent.

4. CONTINGENCY. This Agreement is contingent upon all of the defendants in the Clanton Matter reaching a
settlement agreement with the plaintiffs in such matter on or before April 15, 2015. If a definitive settlement agreement has not
been executed by the plaintiffs and all defendants by such date for any reason, then either Adcare, Brogdon or the Brogdon
Entities may terminate this Agreement at any time by providing written notice to the other. In the event that there is a
termination of this Agreement pursuant to this paragraph 4, such termination shall be retroactive to the date of execution of this
Agreement and Brogdon and the Brogdon Entities shall be entitled to recoup any funds spent indemnifying Adcare from the
date of execution to termination.

5. CONFIDENTIALITY. All parties shall keep the existence and the terms of this Agreement strictly confidential
except as may be required by law, the enforcement thereof, or upon the advice of counsel, pursuant to Adcare's reporting
obligations arising under the Securities Exchange Act of 1934, as amended.

6. MISCELLANEOUS

6 . 1 .    This Agreement contains the final and entire settlement understanding of the parties and supersedes all previous
agreements or understandings of the parties, whether written or verbal, and cannot be altered or amended except by a writing
duly executed by all parties hereto. Notwithstanding the foregoing, the Parties agree that the Indemnification Agreements
referenced in Section 10 of the Agreement between Adcare, Brogdon and certain Brogdon Entities dated February 28, 2014
shall remain in full force and effect.

6.2.    This Agreement is made and entered into in the State of Georgia and shall be interpreted and enforced under and
pursuant to the laws of the State of Georgia. This Agreement shall not be construed against or in favor of any party hereto on
the basis of identity of the draftsman.

6.3. In the event that any party to this Agreement institutes a legal action against any other party to this Agreement to enforce
or interpret the terms hereof, the prevailing party or parties shall be entitled, in addition to any and all other relief granted, to
recover attorney's fees reasonably incurred by such prevailing party in instituting or defending and in maintaining or otherwise
pursuing said action or proceeding.

6.4. Each party acknowledges that it has signed this Agreement freely and voluntarily after receiving advice from
independent counsel. Each party acknowledges that it has signed this Agreement without having relied upon or been induced
by any agreement, warranty, or representation of fact or opinion of any person n o t expressly s e t forth herein. All
representations, warranties and agreements of either party contained in this Agreement shall survive its signing and delivery.
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IN WITNESS WHEREOF, the parties hereto have duly executed and delivered this
Agreement as of the date first set forth above.

BROGDON:                            ADCARE HEALTH SYSTEMS, INC.

/s/ Christopher F. Brogdon
Christopher F. Brogdon, individually

            

By: /s/ David A. Tenwick
 David A. Tenwick, Chairman

BROGDON ENTITIES:

MEEKER PROPERTY HOLDINGS, LLC                BAN NH, LLC

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

            

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

McLOUD PROPERTY HOLDINGS, LLC                SENIOR NH, LLC

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

            

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

HARRAH PROPERTY HOLDINGS, LLC                OAK LAKE, LCC

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

            

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

GL NURSING, LLC                        KENMETAL, LLC

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

            

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

MCL NURSING, LLC                        LIVING CENTER, LLC

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

            

/s/ Christopher F. Brogdon
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Christopher F. Brogdon, Manager

HARRAH WHITES MEADOWS NURSING, LLC            MEEKER NURSING, LLC

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

            

/s/ Christopher F. Brogdon
Christopher F. Brogdon, Manager

                            4
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Exhibit 10.401

ASSET PURCHASE AGREEMENT

by and between

CSCC PROPERTY HOLDINGS, LLC,
A Georgia Limited Liability Company,

as Seller,

And

GRACEWOOD MANOR, LLC,
An Oklahoma Limited Liability Company,

as Purchaser.

March 17, 2015

Companions Specialized Care Center
6201 East 36th Street

Tulsa, Oklahoma 74135
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (this “Agreement”) is made and entered into as of March 17, 2015 (the
“Effective Date”), by and between CSCC PROPERTY HOLDINGS, LLC, a Georgia limited liability company (“Seller”), and
GRACEWOOD MANOR, LLC, an Oklahoma limited liability company (“Purchaser”).

RECITALS

A. Seller owns the fee interest in the Land (as hereinafter defined) and Improvements (as hereinafter defined) at which
that certain 121 bed skilled nursing facility commonly known as Companions Specialized Care Center, with an address at 6201 East
36th Street, Tulsa, Oklahoma 74135 (the “Facility), is located.

B. The term “Land” shall mean the land described on Exhibit A , which is attached hereto and made a part hereof,
together with Seller’s interest in all easements, hereditaments, privileges and appurtenances appurtenant thereto; the term
“Improvements” shall mean the buildings and improvements located on the Land, including the Facility, patios, courtyards, fences,
parking areas, storage structures and all other structures or improvements located on the Land; and the term “FF&E” shall mean any
and all furniture, fixtures, equipment and systems located on the Land or used in connection with the operation of the Facility (and,
without limitation, excluding any and all furniture, fixtures, equipment and systems constituting Excluded Property (as hereinafter
defined)).

C. Seller desires to sell and transfer the Property (as hereinafter defined) to Purchaser, and Purchaser desires to purchase
the Property from Seller.

D. Concurrent with the closing of the transaction contemplated herein, Purchaser, as lessor, desires to enter into a lease
agreement for the Property with Gracewood Health & Rehab, LLC, an Oklahoma limited liability company (“New Operator”).

E. As of the Effective Date, the Real Property (as hereinafter defined) is subject to a lease/operating agreement (the
“Lease”) between Seller, as landlord, and CSCC Nursing, LLC, a Georgia limited liability company (“Current Operator”).

F. In connection with the transactions contemplated under this Agreement, Current Operator and New Operator shall
enter into a certain Operations Transfer Agreement dated as of the date hereof (as the same may be amended from time to time, the
“OTA”), which shall govern with respect to the transfer of the operations of the Facility and provide for a closing thereunder
concurrent with the Closing (as hereinafter defined) under this Agreement.

G. Concurrent with the Closing under this Agreement, Seller and Current Operator shall terminate the Lease with
respect to the Facility.
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AGREEMENT

NOW, THEREFORE, in consideration of the purchase price and of other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties, intending to be legally bound hereby, agree as follows:

1. PURCHASE AND SALE . Subject to and in accordance with the terms and conditions set forth herein, Seller shall sell,
assign, transfer, convey and deliver the Property to Purchaser and Purchaser shall purchase the Property from Seller.

2. THE PROPERTY.

a. Real Property. The term “Real Property” shall mean, collectively (i) the Land,
(ii) the Improvements, (iii) the FF&E, and (iv) any of Seller’s interest in real property adjacent to the Land. The term “Property” shall
mean, collectively, the Real Property, the Personal Property (as hereinafter defined) and the Intangible Property (as hereinafter
defined).

b. Personal Property. The term “Personal Property” shall mean any and all fixtures, systems, equipment and other
items of personal property that are owned by Seller or attached or appurtenant to, located on or used in connection with the
ownership, use, operation or maintenance of the Real Property and/or the Facility, expressly excluding all Excluded Property (as
hereinafter defined).

c. Intangible Property. The term “Intangible Property” shall mean, collectively:
(i) any special use permits issued to Seller by the city or other municipality in which the Facility is located, (ii) any certificates of
need issued to Seller, if assignable, (iii) the goodwill associated with the business and the reputation of the Facility, and (iv) Seller’s
interest, if any, in any third party warranties or guaranties associated with the Property, to the extent assignable (the “ Intangible
Property”).

3. EXCLUDED PROPERTY. Notwithstanding those items set forth in Section 2 above, the following shall be excluded from
the sale by Seller to Purchaser hereunder (collectively, the “Excluded Property”): (a) personal property, furniture, fixtures and
equipment owned by Current Operator and not by Seller, (b) personal property owned by residents of the Facility and not by Seller,
and (c) personal property owned by third party vendors and leased to Current Operator for use in connection with the operations of
the Facility (the “Leased Property”). Purchaser and Seller acknowledge and agree that Purchaser shall not be responsible for any
liabilities of Seller associated with the Property or with the ownership or operation of the Facility prior to the Closing Date.

4. CLOSING. Subject to the terms and conditions of this Agreement, the closing of the purchase and sale pursuant to this
Agreement (the “Closing”) shall take place via an escrow closing at a title company agreed to by the parties (the “Title Company”),
and shall take place (a) the first day of the calendar month following the month upon which all conditions to Closing have been
satisfied; and (b) the first day of the calendar month following the month upon which all conditions to the OTA have been satisfied
but no later than July 1, 2015 (the “Closing Date”).
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All FF&E, Personal Property and, to the extent applicable, Intangible Property shall be located at the Facility on the Closing Date.
After the Closing, Purchaser shall be entitled to possession of the Property, subject only to the possessory rights of the Facility’s
residents.

5. PURCHASE PRICE.

a. Purchase Price. The purchase price payable on the Closing Date by Purchaser to Seller for the Property shall be
THREE MILLION FIVE HUNDRED THOUSAND AND NO/100 DOLLARS ($3,500,000.00) (the “Purchase Price”). The
Purchase Price shall be paid on the Closing Date by wire of immediately available funds, plus or minus the credits and prorations set
forth on the Closing Statement (as hereinafter defined), in accordance with the terms and conditions of this Agreement.

b. Earnest Money. Within three (3) business days following the Effective Date,, Purchaser shall deposit with the Title
Company the sum of Fifty Thousand Dollars ($50,000.00) as Earnest Money for the purchase contemplated herein. The Earnest
Money shall be held and disbursed by the Title Company in accordance with the terms hereof.

c. Allocation. Purchaser and Seller shall use best efforts to agree upon a reasonable allocation of the Purchase Price
among the real, personal and intangible property for all tax purposes.

6. EXPENSES.

a. Title insurance premiums for the extended coverage Title Policy (as hereinafter defined) (including, without limitation,
the costs of the endorsements to such Title Policy other than extended coverage), all state of Oklahoma, Tulsa County, and City of
Tulsa transfer taxes, one-half (½) of any recording and escrow fees and all other the fees and expenses incurred by Seller in
connection with this Agreement (including, without limitation, attorneys fees and expenses) shall be borne and paid by the Seller.

b. One-half (½) of any recording and escrow fees respecting the Deed (as hereinafter defined), all costs of updating or
obtaining the Updated Survey (as hereinafter defined) and all other the fees and expenses incurred by Purchaser in connection with
this Agreement (including, without limitation, attorneys fees and expenses), shall be borne and paid by the Purchaser.

c. All other costs, charges, and expenses shall be borne and paid as provided in this Agreement, or in the absence of
such provision, in accordance with applicable law or local custom.

7. PRORATIONS AND ADJUSTMENTS

a. Prorations and Adjustments. Real estate and personal property taxes and assessments will be prorated between
Purchaser and Seller for the period for which such taxes are assessed, regardless of when payable. If the current tax bill is not
available at Closing, then the proration shall be made on the basis of 110% of the most recent ascertainable tax assessment and tax
rate. Any taxes paid at or prior to Closing shall be prorated based upon the amounts actually paid. If taxes and assessments for the
fiscal year in which Closing occurs or any prior years have not been paid before Closing, Purchaser shall be credited by Seller at the
time of
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Closing with an amount equal to that portion of such taxes and assessments which are ratably attributable to the period before the
Closing Date and Purchaser shall pay (or cause to be paid) the taxes and assessments prior to their becoming delinquent. If taxes and
assessments for the fiscal year in which Closing occurs have been paid before Closing (or are paid at Closing with proceeds from the
Purchase Price), Seller shall be credited by Purchaser at the time of Closing with an amount equal to that portion of such taxes and
assessments which are ratably attributable to the period from and after the Closing Date.

b. Operational Prorations. It is acknowledged that the operational prorations, including without limitation, revenues
and expenses pertaining to the Facility, utility charges for the billing period in which the Closing Date occurs, assumed contracts,
utilities, prepaid income and expenses, bed taxes, security deposits, employee accruals, Resident Trust Funds (as defined in the OTA)
and other related items of revenue or expense attributable to the Facility shall be prorated between Current Operator and New
Operator as of the Closing Date pursuant to the terms of the OTA.

c. Other Prorations. All other customary and reasonable expenses of the Property, to the extent not prorated between
Current Operator and New Operator pursuant to the terms of the OTA, shall be prorated between Seller and Purchaser as of the
Closing Date.

d. Closing Statement. The Title Company shall be requested by Seller to prepare and deliver to Seller and Purchaser
not later than three (3) business days prior to the Closing Date an estimated closing statement which shall set forth all costs payable,
and the prorations and credits provided for in this Agreement. Any item which cannot be finally prorated because of the unavailability
of information shall be tentatively prorated on the basis of the best data then available and adjusted when the information is available
in accordance with this subsection. Purchaser shall notify Title Company and Seller within two (2) days after its receipt of such
estimated closing statement of any items which Purchaser disputes and the parties shall attempt in good faith to reconcile any
differences not later than one (1) day before the Closing Date. The estimated closing statement as adjusted as aforesaid and approved
in writing by the parties shall be referred to herein as the “Closing Statement.” If the prorations and credits made under the Closing
Statement shall prove to be incorrect or incomplete for any reason, then either party shall be entitled to an adjustment to correct the
same; provided, however, that any adjustment shall be made, if at all, within sixty (60) days after the Closing Date, except with
respect to taxes and assessments, including real estate and personal property taxes and assessments, in which case such adjustment
shall be made within sixty (60) days after the information necessary to perform such adjustment is available. If a party fails to request
an adjustment to the Closing Statement by a written notice delivered to the other party within the applicable period set forth above
(such notice to specify in reasonable detail the items within the Closing Statement that such party desires to adjust and the reasons for
such adjustment), then the prorations and credits set forth in the Closing Statement shall be binding and conclusive against such party.

e. Survival. The provisions of this Section 7 shall expressly survive the Closing.

8. DUE DILIGENCE; PROPERTY INFORMATION; ACCESS.

a. Due Diligence Period. Purchaser shall have a period (the “Due Diligence Period”) beginning on the date the Due
Diligence Request List is sent to Seller and attached hereto as Exhibit C, is received by Purchaser (the “Delivery Date”), and ending
at 11:59 p.m., local time
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where the Property is located, on the date that is sixty (60) days from the Delivery Date to examine, inspect, and investigate the
Property and, in Purchaser’s sole discretion, to determine whether Purchaser wishes to proceed to purchase the Property. Purchaser
may terminate this Agreement for any reason or for no reason by giving written notice of such termination to Seller on or before the
thirtieth (30th) day of the Due Diligence Period, in which event, the Title Company shall return the Earnest Money to Purchaser and
neither party shall have any further liability or obligation to the other under this Agreement except for the indemnity provisions set
forth herein and any other provision of this Agreement that is expressly intended to survive the termination of this Agreement.

b. Property Information. Seller will promptly provide to Purchaser any materials relating to the Property reasonably
requested by Purchaser and available to Seller and shall provide such information or a statement setting forth the reason why such
information is not available no later than three (3) business days following Purchaser’s request. Seller shall take such further actions as
Purchaser may reasonably request, including, but not limited to, permitting Purchaser and its representatives, employees, New
Operator, contractors, land surveyors, environmental companies and any other agents or consultants of Purchaser or Purchaser’s
lender (“collectively, “Representatives”) access to any information reasonably requested in connection with the Facility or this
Agreement, subject, however, to the provisions of Section 8(c) of this Agreement.

c. Access.

i. Purchaser and its Representatives, at Purchaser’s expense, shall have the right to access the Property with a
representative of Seller present; provided, however, that the unavailability of any such Seller representative shall not
prevent Purchaser and its Representatives from reasonably accessing the Property for the purposes and upon
satisfaction of the notice requirements set forth below. Subject to Section 8(c)(ii) hereof, Purchaser and its
Representatives may enter upon the Property upon not less than two (2) days’ prior notice to Seller for purposes of
examining the terrain, access thereto and physical condition, conducting engineering or feasibility studies, conducting
environmental surveys, conducting site analyses and making any test or inspection Purchaser may deem necessary
related to the Property. Such examination of the physical condition of the Property may include an examination for the
presence or absence of hazardous or toxic materials, substances or wastes, which shall be performed or arranged by the
Purchaser at the Purchaser’s sole expense. Seller shall provide such reasonable access to Purchaser until the Closing
Date, provided that, in all events, Purchaser shall and shall cause its Representatives to use their commercially
reasonable efforts to not interfere with the operations and business located at the Property.

ii. Purchaser shall deliver to Seller any third party reports ordered by Purchaser to the extent the same shall be in
the possession and control of Purchaser (collectively, the “Third Party Reports”). To the extent Purchaser hires any
third party site inspectors, engineers or other parties that will invasively inspect and/or test the Property, Purchaser shall
also ensure that such third party(ies) have adequate insurance, determined in Seller’s and Current Operator’s
reasonable discretion, covering any potential damage to the Property as a result of such inspection/testing (and
certificates evidencing such coverage naming Seller as an
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additional insured shall be made available to Seller prior to such access). Purchaser shall indemnify, defend and hold
Seller and Current Operator harmless from and against any costs, damage, liability, loss, expense, lien or claim
(including, without limitation, reasonable attorney’s fees) arising from physical damage to the Property and injury to
persons asserted against or incurred by Seller or Current Operator as a direct result of entry onto the Property by
Purchaser, its agents, employees and representatives. The foregoing indemnity shall survive the Closing, or if the sale
is not consummated, the termination of this Agreement, for a period of twelve (12) months.

9. TITLE AND SURVEY.

a. Within twenty (20) business days after the Effective Date, Seller, at Seller’s sole cost and expense, shall deliver (or
cause the Title Company to deliver to Purchaser) a commitment or abstract (as applicable) for the Title Policy described in Section
9(b) below dated on or after the Effective Date (the “Title Commitment”), together with legible copies of all of the underlying
documentation described in such Title Commitment (the “Title Documents”) to the extent not already delivered to Purchaser. Seller
has delivered the most recent survey of the Property in Seller’s possession or control (the “Survey”) to Purchaser. Purchaser may
order an updated ALTA survey at Purchaser’s sole cost and expense (the “Updated Survey”).

b. Purchaser shall have a period of thirty (30) days after receipt by Purchaser of the latest of the Survey, the Updated
Survey, if any, the Title Commitment and the Title Documents (“ Title Review Period”) in which to review the Title Commitment, the
Title Documents, the Updated Survey, if any, and the Survey and notify Seller in writing, at Purchaser’s election, of such objections
as Purchaser may have to any matters contained therein (“Purchaser’s Objection Notice”; any of said objections listed on Purchaser’s
Objection Notice are deemed the “Objectionable Exceptions”). If Seller does not notify Purchaser in writing within five (5) business
days after receiving the Purchaser’s Objection Notice, Seller shall conclusively be deemed to have agreed to remove all said
Objectionable Exceptions at or before Closing. On the other hand, if Seller notifies Purchaser in writing within five (5) business days
after receipt of the Purchaser’s Objection Notice that it has elected not to cure one or more of said Objectionable Exceptions (“Seller’s
Notice”) (subject to Seller’s obligation to remove or cure those items referenced in Section 9(e) below, and, if necessary, such Title
Review Period shall be extended to compensate for such timeframe), Purchaser shall have the right to either (a) terminate this
Agreement by delivering written notice to Seller within five (5) business days after receipt of such Seller’s Notice, in which event the
Earnest Money shall be returned to Purchaser and neither party shall have any further rights or obligations under the Agreement,
except for the indemnity provisions set forth in this Agreement and any other provision of this Agreement that is expressly intended to
survive the termination of this Agreement, or (b) Purchaser may consummate the transaction contemplated by this Agreement in
accordance with the terms hereof, in which event, all those Objectionable Exceptions that Seller has so elected not to cure shall
conclusively be deemed to constitute “Permitted Encumbrances”. Notwithstanding the foregoing, prior to Closing, Purchaser may, at
its cost and expense, obtain an update or endorsement to the Title Commitment which updates the effective date of the Title
Commitment. If such update or endorsement adds any previously unlisted title or survey exceptions to Schedule B-II of the Title
Commitment or its equivalent which: (i) renders title to the Property unmarketable, (ii) would materially and adversely affect
Purchaser’s contemplated use(s) of the Property, and/or (iii) may increase the costs to complete any project that Purchaser desires to
construct on the Property by
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more than Fifty Thousand and No/100 Dollars ($50,000.00) in the aggregate, each as determined in Purchaser’s reasonable discretion,
then Purchaser may object to any such new exception(s) by delivering written notice to Seller prior to Closing and any such notice
shall: (x) be treated as a Purchaser’s Objection Notice; (y) the exception(s) objected to in any such notice shall be treated as
Objectionable Exceptions; and (z) the Seller shall have until the earlier to occur of: (1) the time period provided under Section 9(b), or
(2) the Closing, to respond to such Purchaser’s Objection Notice; provided, however, that matters of title or survey created by,
through, or under Purchaser, if any, shall not be objectionable and shall automatically be deemed additional Permitted Encumbrances.

c. Seller, at its sole expense, shall cause to be delivered to the Purchaser at Closing an owner’s title insurance policy with
extended coverage (the “Title Policy”) issued by the Title Company, dated the day of Closing, in the full amount of the Purchase
Price, subject only to the Permitted Exceptions (as defined below).

d. Prior to the expiration of the Title Review Period, Purchaser shall review title to the Property as disclosed by the Title
Commitment, the Survey and the Updated Survey, and satisfy itself as to the availability from the Title Company of all requested
endorsements to such Title Policy. Notwithstanding the foregoing, Seller acknowledges that Purchaser intends to obtain, without
limitation and at Purchaser’s own cost, the following title endorsements: contiguity (if there is more than one parcel); access; tax
parcel; no violation of covenants or restrictions of record; and zoning with parking (3.1).

e. Seller shall have no obligation to remove or cure title objections, except for (1) liens of an ascertainable amount,
which liens the Seller shall cause to be released at the Closing or affirmatively insured over by the Title Company with the
Purchaser’s approval and, (2) any exceptions or encumbrances to title which are created by the Seller after the Effective Date without
the Purchaser’s consent. In addition, the Seller and Purchaser shall provide the Title Company with all affidavits, ALTA statements or
personal undertakings (collectively, the “Owner’s Affidavit”), in form and substance reasonably acceptable to the Title Company, that
will permit the Title Company to provide extended coverage and to remove the standard “mechanics lien” and “GAP” exceptions and
otherwise issue the Title Policy.

f. “Permitted Exceptions” shall mean: (1) any exception arising out of an act of the Purchaser or its representatives,
agents, employees or independent contractors; (2) zoning and subdivision ordinances and regulations; (3) Permitted Encumbrances, as
described in Section 9(b) above; (4) rights of residents of the Facility; (5) other title exceptions pertaining to liens or
encumbrances of a definite or ascertainable amount, which Seller (with the consent of Purchaser) elects to have removed or insured
over by the Title Company by the payment of money and which are removed or insured over at or prior to Closing; and (6) real estate
taxes and assessments not yet due and payable.

10. PRE-CLOSING COVENANTS.

a. Seller’s Covenants.    Seller hereby agrees and covenants that between the Effective Date and the Closing Date or
earlier termination of this Agreement:

i. Seller will provide reasonable cooperation to New Operator with its preparation and submission of
notifications and license applications to the
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Oklahoma State Department of Health (“OSDH”) affecting a change in ownership of the Facility and consent from
OSDH for the operation of the Facility as a skilled nursing facility with the same number of beds as set forth in the
Recitals hereto, including, without limitation, any certificate of need application (the “OSDH License”). Seller agrees
to promptly provide or make available upon request any and all existing documentation requested by OSDH, or
otherwise necessary for the issuance of the OSDH License.

ii. Seller shall obtain any necessary third party consents for the valid conveyance, transfer, assignment or delivery
of the Property to Purchaser per the terms of this Agreement and specifically agrees to provide reasonable cooperation
to Purchaser or New Operator in connection with obtaining, enrolling in or receiving an assignment of any provider
agreement or third party payor contract related to the Facility.

iii. Seller shall order a request for tax clearance from the Oklahoma Tax Commission (“OTC”) thirty (30)
business days prior to Closing.

iv. Seller shall deliver the Property on the Closing Date free and clear of all liens, claims, charges and
encumbrances, other than the Permitted Exceptions, in substantially the same condition and repair as on the Effective
Date, reasonable wear and tear excepted.

v. It is acknowledged that the OTA provides for the transfer by Current Operator to New Operator of the
Resident Trust Funds (as defined in the OTA).

vi. Seller shall not sell or agree to sell any items of machinery, equipment or other assets of the Property or,
except in the ordinary course of business, otherwise enter into an agreement affecting the Property that would survive
the Closing. Seller shall use commercially reasonable efforts to enforce any terms of the Lease available to provide that
Current Operator shall not engage in any of the foregoing.

vii. There will be no change in ownership or control of any of the Property prior to Closing without the prior
approval of Purchaser.

viii. Seller shall use commercially reasonable efforts to enforce any terms of the Lease to ensure that Current
Operator will, maintain in force or renew the existing hazard, liability and workers compensation insurance policies as
are currently maintained by Seller or Current Operator and in effect for all of the Property.

ix. Except in the ordinary course of business, Seller shall not enter into any new contract, commitment, or lease,
or modify or reject any existing contract, commitment, or lease, including, without limitation, the Lease, affecting any
part of the Property that would survive the Closing.

x. Seller will satisfy and discharge or contest in good faith all liens or security interests which constitute a lien or
encumbrance on any of the FF&E, Personal Property or Intangible Property.
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xi. Seller shall use commercially reasonable efforts to enforce any terms and conditions of the Lease pertaining to
the operation of the Property in compliance with all applicable laws, regulations and ordinances as are now in effect.

xii. Seller shall promptly notify Purchaser in writing of any material adverse change of which Seller obtains
knowledge with respect to the condition of the Property, including, without limitation, delivery to Purchaser within
five (5) business days of Seller’s receipt of any the following: (A) copies of all surveys and inspection reports from any
governmental agencies received by Seller after the Effective Date; and (B) written notices received by Seller of any
action pending, threatened or recommended by a state or federal agency having jurisdiction thereof to revoke,
withdraw or suspend any right of Seller or Current Operator to own or operate the Facility, as applicable, to terminate
the participation of the Facility in the Title XVIII or Title XIX of the Social Security Act programs, to terminate or fail
to renew any provider agreement related to the Facility, or to take any action that would reasonably be expected to
have a material adverse effect on Purchaser’s and New Operator’s ability to purchase and operate the Facility as a
skilled nursing facility.

xiii. Seller shall file all returns, reports and filings of any kind or nature required to be filed by Seller on a timely
basis and will timely pay all taxes or other obligations and liabilities which are due and payable by Seller with respect
to the Property in the ordinary course of business. In connection with the foregoing, by execution of this Agreement,
Purchaser has requested, and Seller shall submit, at least thirty (30) days prior to Closing, a request for a Letter of
Good Standing from the Office of the Secretary of State of Oklahoma. Seller shall, within the ten (10) day period
before the Closing Date, (1) obtain either a full release of claims from OTC with respect to all debts owed by Seller or
a statement setting forth all OTC debts owed by Seller; and (2) provide Purchaser with a statement setting forth the
amount owed by Seller with respect to all other Oklahoma and federal payroll, assessment and other taxes and all
license fees, including supporting materials.

xiv. Seller shall not, directly or indirectly, initiate, work on, consider, solicit, encourage, provide any information
with respect to, negotiate or discuss any other offers or enter into any agreements relating to the acquisition of the
equity or assets of Seller relating to the Property, whether through the purchase or sale of assets, merger, stock
acquisition or otherwise. Seller will immediately notify Purchaser regarding any offer or proposed contact between
Seller or its representatives and any other person regarding any such offer or proposal or any related inquiry or
discussion.

b. Purchaser’s Covenants. Purchaser hereby agrees and covenants that between the Effective Date and the Closing
Date, it (i) will use good faith efforts to cooperate with New Operator’s efforts to promptly make all required applications, file such
notices and pay such fees as are necessary with respect to obtaining the OSDH License, and (ii) will cooperate with all reasonable
requests from Seller with respect to obtaining any other consents or authorizations related to the sale of the Facility.
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c. Joint Covenants. Each party hereto agrees and covenants to use its commercially reasonable efforts to cause the
conditions to its obligations and to the other party’s obligations herein set forth to be satisfied at or prior to the Closing Date. Each
party shall promptly notify the other party of any information delivered to or obtained by such party which would prevent the
consummation of the transaction contemplated hereby, or which would indicated a breach of the representations or warranties of any
other party hereto. Each of the parties hereto agrees to execute and deliver any further agreements, documents or instruments
necessary to effectuate this Agreement and the transactions referred to herein or contemplated hereby or reasonably requested by the
other party to perfect or evidence its rights hereunder, whether prior to or following the Closing Date.

11. RESTRICTIVE COVENANTS. Non-Disparagement. Each party agrees that it shall not in any way disparage the
business of Purchaser or New Operator and/or the other party or the other party’s business, owners, officers and/or employees;
provided, that the foregoing shall not apply to truthful statements made in compliance with legal process or governmental inquiry.

12. CONVEYANCES. Conveyance of the Real Property to Purchaser shall be by Limited Warranty Deed in substantially the
form annexed hereto as Exhibit D (the “Deed”), subject only to the Permitted Exceptions. Conveyance of the FF&E and Personal
Property shall be by a Bill of Sale from Seller to Purchaser in substantially the form annexed hereto as Exhibit E (the “Bill of Sale”)
free of all liens, encumbrances and security interests in and to the FF&E and Personal Property, other than Permitted Exceptions.
Conveyance of the Intangible Property shall be by a General Assignment to Purchaser in substantially the form annexed hereto as
Exhibit F.

13. CLOSING DELIVERIES.

a. Purchaser’s Closing Deliveries. On or before the Closing Date, Purchaser agrees that it will deliver (x) the balance
of the Purchase Price as set forth in clause (i) below and
(a) (except as otherwise set forth below) signed originals of the following documents, in form and substance reasonably
satisfactory to counsel for Seller and Purchaser (collectively, “Purchaser’s Closing Deliveries”):

i. Deposit by wire transfer the balance of the Purchase Price (including the Earnest Money), as adjusted pursuant
to the terms and conditions of this Agreement.

ii. Deliver such documents, certifications and statements as may be customarily required of a purchaser by the
Title Company to issue the Title Policy, any endorsements, and any loan title policy to Purchaser’s lender, including,
without limitation, the Closing Statement signed by Purchaser approving each and every one of the payments and
disbursements made on behalf of Purchaser by the Title Company.

iii. Deliver to Seller a Certificate of Good Standing for Purchaser from the Oklahoma Secretary of State,
evidence of Purchaser’s qualification to conduct business in Oklahoma from the Oklahoma Secretary of State, copies
of the articles of organization of Purchaser and copies of the resolutions of Purchaser authorizing the execution,
delivery and consummation of this Agreement and all
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other agreements and documents executed in connection herewith, as adopted and in full force and effect and
unamended as of Closing, each certified by Purchaser as of Closing as true, correct and complete copies.

iv. Deliver to Seller a bring-down certificate dated as of the Closing Date certifying that the representations and
warranties made and given by Purchaser in this Agreement are true and correct in all material respects as of the
Closing Date.

b. Seller’s Closing Deliveries. On or before the Closing Date, Seller will deliver (except as otherwise set forth below)
signed originals of the following documents in form and substance reasonably satisfactory to counsel for Seller and Purchaser
(“Seller’s Closing Deliveries”):

i. The Deed.

ii. The Bill of Sale.

iii. The General Assignment.

iv. Deliver such documents, certifications, affidavits, written undertakings and statements as may be customarily
required of a seller by the Title Company to issue the Title Policy, any endorsements, and a standard lender’s title
insurance policy to Purchaser’s lender, including, without limitation, a copy of the Closing Statement signed by Seller
approving each and every one of the payments and disbursements made on Seller’s behalf by the Title Company and
certified copies of the resolutions of Seller authorizing the execution, delivery and consummation of this Agreement
and all other agreements and documents executed in connection herewith, as adopted and in full force and effect and
unamended as of Closing.

v. State, county and municipal real estate transfer tax declarations for the Real Property.

vi. [Intentionally Omitted].

vii. A Form 1099 identifying Seller’s gross proceeds and Seller’s tax identification numbers, if required by the
Title Company.

viii. A FIRPTA Affidavit reasonably acceptable to Purchaser and the Title Company, in substantially the form
annexed hereto as Exhibit G.

ix. Deliver to Purchaser a bring-down certificate dated as of the Closing Date certifying that the representations
and warranties made and given by Seller in this Agreement are true and correct in all material respects as of the
Closing Date.

x. Originals or copies of all licenses, permits, authorizations and approvals required by law and issued to Seller
with respect to the Facility by all governmental authorities having jurisdiction, if not otherwise available at the Facility.
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xi. Deliver to Purchaser tax clearance certificates for Seller from OTC (or other applicable taxing authority).

xii. Such further instruments and documents as are reasonably necessary to complete the transfer of the Property
to Purchaser in accordance with the terms of this Agreement.

14. SELLER’S REPRESENTATIONS AND WARRANTIES . Seller hereby represents and warrants to Purchaser that the
following statements are true and correct as of the Effective Date:

a. Authority. Seller has full power and authority to execute and to deliver this Agreement and all documents to be
executed and/or delivered by it hereunder, and to carry out the transaction contemplated herein. This Agreement is, and all instruments
and documents delivered pursuant hereto at the Closing will be valid and binding documents enforceable against Seller in accordance
with their terms.

b. Necessary Action. Seller has taken all action required under its organizational documents necessary to enter into this
Agreement and to carry out the terms of this Agreement. This Agreement has been, and the other documents to be executed by Seller
when delivered at Closing will have been, duly executed and delivered by Seller.

c. No Consent Required. No consent, order, approval or authorization of, or declaration, filing or registration with, any
governmental or regulatory authority is required in connection with the execution or delivery by Seller of this Agreement, or the
performance by Seller of this Agreement, prior to, or as of or at the Closing Date, or as a consequence thereof, or for the
consummation by Seller of the transactions contemplated hereby to be consummated prior to, as of or at the Closing Date.

d. Compliance. The execution, delivery and performance of this Agreement and the consummation of the transaction
contemplated herein, and all related documents will not (i) result in a breach of the terms and conditions of, nor constitute a default
under or violation of any law, regulation, court order, any mortgage, note, bond, indenture, agreement, license, organizational
document or other instrument or obligation to which Seller is a party or by which Seller or the Property may be bound or affected and
which will not be paid off or otherwise satisfied in connection with or prior to the Closing or (ii) result in the creation of any
mortgage, pledge, lien, claim, charge, encumbrance or other adverse interest upon the Property. Seller is in compliance with all laws
applicable to Seller’s ownership of the Property.

e. Title. Seller is the fee simple owner of good title to the Property, free and clear of all liens, encumbrances, covenants,
conditions, restrictions, leases, tenancies, licenses, claims and options, except for the Permitted Exceptions. Except for the Lease and
Current Operator’s agreements with residents pursuant to the Lease, Seller does not lease any of the Property. All of the Property is
owned by Seller free and clear of all liens, encumbrances, covenants, conditions, and restrictions or subject to liens and encumbrances
that will be released upon payment of a portion of the sales proceeds on the Closing Date. Purchaser shall be able to obtain the Title
Policy for the full Purchase Price with all title endorsements.

f. Hazardous Substances. To Seller’s knowledge, no part of the Property is contaminated with any Hazardous
Substances and there are no underground storage tanks on the
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Property. Seller has not received written notice of any violation of Environmental Laws with respect to the Property. For purposes of
this Agreement, “Hazardous Substances” means any substance or material which gives rise to liability under any of the
Environmental Laws; but excludes hazardous substances typically used in, and in quantities necessary for, the day-to-day operation of
the Facility and which are commonly used in other similar facilities, including, but not limited to, cleaning fluids, insecticides and
medicines, but in any case used in compliance with all Environmental Laws. For purposes of this Agreement, “Environmental
Laws” means the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901 et seq., the Comprehensive Environmental
Response, Compensation and Liability Act, 42 U.S.C. Sections 9601 et seq., the Clean Water Act, 33 U.S.C. Section 1251 et seq.,
and all other applicable state, county, municipal, administrative or other environmental, hazardous waste or substance, health and/or
safety laws, ordinances, rules, and regulations pertaining to the environmental or ecological conditions on, under or about the Real
Property.

g. Personal Property.    All tangible rights in and to the Property are owned by Seller.

h. Litigation. There are no lawsuits, investigations or other proceedings pending or threatened against the Seller,
including claims, lawsuits, governmental actions or other proceedings, including without limitation, any desk audit or full audit before
any court, agency or other judicial, administrative or other governmental body or auditor. To the best of Seller’s knowledge, no event
has occurred or circumstance exists that is reasonably likely to give rise to or serve as a basis for the commencement of any claim
against Seller.

i. Liens. There are no liens claimed or which may be claimed against any of the Property for work performed or
commenced prior to the Effective Date. This representation and warranty shall be true and correct on the Closing Date with respect to
work performed or commenced prior to the Closing Date.

j. Leases. The Lease is the only lease in force for the Property. Except as otherwise set forth in the Lease and in
connection with Current Operator’s operation of the Facility, (i) there are no occupancy rights, leases, subleases, licenses or tenancies
(either oral or written) affecting the Property other than the Lease, (ii) there are no defaults by Seller with respect to the Lease which
have not been cured, (iii) Current Operator is not in default under the Lease, (iv) the Lease is in full force and effect and has not been
modified, amended or extended, except as stated thereon or as evidenced by modifications, amendments or extensions thereto
delivered to Purchaser, (v) neither Current Operator, nor any other person, entity or association has an option to purchase, right of first
refusal, right of first offer or other similar right in respect of all or any part of the Property, (vi) except as may otherwise be provided
for in the OTA, Current Operator is not entitled to rental concessions, abatements or other documents in connection with the Lease for
any period subsequent to the Closing Date, (vii) all commissions due in connection with the Lease have been paid by Seller, and (viii)
Seller receives no income or payments in connection with its ownership of the Property, except for the rental income Seller receives
from Current Operator pursuant to the Lease.

k. Contracts. Except for the Lease, there are no oral or written contracts (service or otherwise) affecting the Property
(other than the Facility).

l. Owner Deposits. There are no bonds, deposits, letters of credit, set aside letters
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or other similar items that are outstanding with respect to the Property that have been provided by Seller or any of its affiliates, agents
or investment advisors to any governmental agency, public utility or similar entity.

m. Employees. There are no employees retained by Seller in connection with the Property or the Property’s operations.

n. Insurability. Seller has not received any written notice or written request from any insurance company or
underwriters setting forth any defects in the Property which might affect the insurability thereof, requesting the performance of any
work or alteration of the Property, or setting forth any defect or inadequacy in operation of the Property which would materially and
adversely affect the ability of Purchaser and New Operator to insure the Facility with the Licensed Beds following the Closing Date.
The insurance policies related to the Facility are in full force and effect (free from any present exercisable right of termination on the
part of the insurance company issuing such policy prior to the expiration of the terms of such policy). Seller has not received any
written notice of non-renewal or cancellation of any such policies.

o. Rights with Respect to Property. There are no existing agreements, options or commitments granting to any person
or entity the right to acquire Seller’s right, title and interest in or to any of the Property to be acquired hereunder.

p. Tax Returns. All tax returns and reports required by law to be filed by Seller relating to the ownership of the
Property prior to the Closing Date (the “Tax Returns”) have been properly and timely filed (subject to the right to extend or delay the
filing thereof) and correctly reflect the tax position of Seller, and all taxes respectively due under such Tax Returns have been timely
objected to, disputed or paid thereby or will be paid in the ordinary course of business. Purchaser is not assuming under this
Agreement any tax liabilities owed by Seller as a result of the ownership of the Facility prior to the Closing Date.

q. Government Investigations. Seller has not received any written notice of the commencement of any investigation,
proceedings or any governmental investigation or action (including any civil investigative demand or subpoena) under the False
Claims Act (31 U.S.C. Section 3729 et seq.), the Anti-Kickback Act of 1986 (41 U.S.C. Section 51 et seq.), the Federal Health Care
Programs Anti-Kickback statute (42 U.S.C. Section 1320a-7a(b)), the Ethics in Patient Referrals Act of 1989, as amended (Stark
Law) (42 U.S.C. 1395nn), the Civil Money Penalties Law (42 U.S.C. Section 1320a-7a), or Truth in Negotiations (10 U.S.C. Section
2304 et seq.), Health Care Fraud (18 U.S.C. 1347), Wire Fraud (18 U.S.C. 1343), Theft or Embezzlement (18 U.S.C. 669), False
Statements (18 U.S.C. 1001), False Statements (18 U.S.C. 1035), and Patient Inducement Statute and equivalent state statutes or any
rule or regulation promulgated by a governmental authority with respect to any of the foregoing healthcare fraud laws affecting the
Facility.

r. Zoning. To Seller’s knowledge, the Property is in compliance with all zoning requirements to which it is subject.
Seller has not received any written notice of the Property’s non-compliance with any zoning requirements to which it is subject.

s. Violations. To the best of Seller’s knowledge, Current Operator has not been charged or implicated in any violation
of any state or federal statute or regulation involving false, fraudulent or abusive practices relating to its participation in state or
federally sponsored
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reimbursement programs, including but not limited to false or fraudulent billing practices.

t. HIPAA. Seller has not received written notice that it is not in compliance with the Health Insurance Portability and
Accountability Act of 1996.

u. OFAC. To the extent applicable, Seller is in compliance with the requirements of Executive Order No. 13224, 66
Fed. Reg. 49079 (Sept. 25, 2001) (the “Order”) and other similar requirements contained in the rules and regulations of the office of
Foreign Assets Control, Department of the Treasury (“OFAC”) and in any enabling legislation or other Executive Orders or
regulations in respect thereof (the Order and such other rules, regulations, legislation, or orders are collectively called the “Orders”).
Further, Seller covenants and agrees to make its policies, procedures and practices regarding compliance with the Orders, if any,
available to Purchaser for its review and inspection during normal business hours and upon reasonably prior notice.

i. Neither Seller nor any beneficial owner of Seller:

(A) is listed on the Specially Designated Nationals and Blocked Persons List maintained by OFAC
pursuant to the Order and/or on any other list of terrorists or terrorist organizations maintained pursuant to any of the
rules and regulations of OFAC or pursuant to any other applicable Orders (such lists are collectively referred to as the
“Lists”);

(B) is a person who has been determined by competent authority to be subject to the prohibitions
contained in the Orders;

(C) is owned or controlled by, nor acts for or on behalf of, any person or entity on the Lists or any other
person or entity who has been determined by competent authority to be subject to the prohibitions contained in the
Orders; or

(D) shall transfer or permit the transfer of any interest in Seller or any beneficial owner in Seller to any
person or entity who is, or any of whose beneficial owners are, listed on the Lists.

ii. Seller hereby covenants and agrees that if Seller obtains knowledge that Seller or any of its beneficial owners
becomes listed on the Lists or is indicted, arraigned, or custodially detained on charges involving money laundering or
predicate crimes to money laundering, Seller shall immediately notify Purchaser in writing, and in such event,
Purchaser shall have the right to terminate this Agreement without penalty or liability to Seller immediately upon
delivery of written notice thereof to Seller. In such event, neither party shall have any further liability or obligation to
the other under this Agreement, except for the indemnity provisions set forth in herein and any other provision of this
Agreement that is intended to survive the termination of this Agreement.

v. Full Disclosure.

i. No representation or warranty of Seller in this Agreement and no statement in the Schedules omits to state a
material fact necessary to make the statements herein or therein, in light of the circumstances in which they were made,
not
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misleading.

ii. No notice given pursuant to Section 13(a)(x) will contain any untrue statement or omit to state a material fact
necessary to make the statements therein or in this Agreement, in light of the circumstances in which they were made,
not misleading.

iii. There is no fact known to Seller that has specific application to Seller (other than general economic or
industry conditions) and that adversely affects or, as far as Seller can reasonably foresee, threatens, the assets, business,
prospects, financial condition, or results of operations of the Facility that has not been set forth in this Agreement or the
Schedules.

iv. Copies of all agreements, contracts, and documents delivered and to be delivered hereunder by Seller are and
will be true, complete and correct copies of such agreements, contracts, and documents. All written summaries or oral
agreements will be true, complete and correct in all material respects.

w. Survival of Representations and Warranties. The representations and warranties of Seller under this Agreement
shall survive Closing for a period of one (1) year.

15. PURCHASER’S REPRESENTATIONS AND WARRANTIES. Purchaser hereby
warrants and represents to Seller that the following statements are true and correct as of the date hereof:

a. Status of Purchaser. Purchaser is a limited liability company duly formed and validly existing under the laws of the
State of Oklahoma and is duly qualified to own property and conduct business in the State of Oklahoma.

b. Authority. Purchaser has full power and authority to execute and to deliver this Agreement and all documents to be
executed and/or delivered by it hereunder, and to carry out the transaction contemplated herein. This Agreement is, and all instruments
and documents delivered pursuant hereto at the Closing will be valid and binding documents enforceable against Purchaser in
accordance with their terms.

c. Necessary Action. Purchaser has taken all action required under its organizational documents necessary to enter into
this Agreement and to carry out the terms of this Agreement. This Agreement has been, and the other documents to be executed by
Purchaser when delivered at Closing will have been, duly executed and delivered by Purchaser.

d. No Consent Required. No consent, order, approval or authorization of, or declaration, filing or registration with, any
governmental or regulatory authority is required in connection with the execution or delivery by Purchaser of this Agreement, or the
performance by Purchaser of this Agreement, prior to, or as of or at the Closing Date, or as a consequence thereof, or for the
consummation by Purchaser of the transactions contemplated hereby to be consummated prior to, as of or at the Closing Date, except
for the receipt by New Operator of a skilled nursing facility license for the Facility from OSDH for the Licensed Beds.

e. Full Disclosure. No representation or warranty or other statement made by
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Purchaser in this Agreement contains any untrue statement or omits to state a material fact necessary to make any of them, in light of
the circumstances in which it was made, not misleading.

f. Survival of Representations and Warranties. The representations and warranties of Purchaser under this
Agreement shall survive Closing for a period of one (1) year.

16. CONDITIONS TO PURCHASER’S OBLIGATIONS. All obligations of Purchaser under this Agreement, including the
obligation to pay the Purchase Price and close this transaction are contingent and subject to fulfillment (or waiver by Purchaser in
writing), prior to or at Closing, of each of the following conditions:

a. Compliance. Prior to the Closing Date, none of the following notices shall have been received with respect to the
Facility:

i. Any notice stating that the Facility is not in substantial compliance with applicable OSDH, state or local
building, fire safety or health authorities regulations, Life Safety Code, or CMS regulations; provided, however, the
foregoing shall not apply to or include any notice from OSDH or any other authority related to the change of
ownership or the license applications submitted by Purchaser.

ii. Any notice imposing any sanctions upon the Facility under applicable law, rule or regulations, including, but
not limited to, denial of payment for new admissions, civil monetary penalties or termination or suspension of
participation in the Medicare or Medicaid reimbursement program.

b. Seller’s Representations, Warranties and Covenants . Seller’s representations, warranties and covenants contained
in this Agreement or in any certificate or document delivered in connection with this Agreement or the transactions contemplated
herein shall have been true on the Effective Date and be true as of the Closing Date as though such representations, warranties and
covenants were then again made.

c. Seller’s Performance. Seller shall have performed all of its obligations and covenants under this Agreement that are
to be performed prior to or at Closing, including, without limitation, its delivery of all of Seller’s Closing Deliveries.

d. Title Insurance. On the Closing Date, Seller shall deliver fee simple title to the Real Property in accordance with the
requirements of this Agreement, subject only to the Permitted Exceptions, which the Title Company shall insure for the full Purchase
Price under the Title Policy, in accordance with the requirements of this Agreement.

e. No Defaults. Seller shall not be in default under any mortgage, contract, lease or other agreement affecting or relating
to the Property to which Seller is a party which would have any material adverse effect on the ability of Purchaser to acquire the
Property pursuant to this Agreement or the ability of New Operator to operate to Facility for the Purchaser’s intended use, except as
will be terminated or released, as applicable, at or prior to Closing.

f. Change in Ownership. There has been no change in the ownership, operation or control of the Property between the
Effective Date and the Closing Date.
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g. Absence of Litigation. No action or proceeding before any court or governmental body or authority has been
instituted or threatened in writing, the result of which could prevent or make illegal the acquisition by Purchaser of the Property, or the
consummation of the transaction contemplated hereby, or which could materially and adversely affect the ability to operate the Facility
as a skilled nursing facility with the Licensed Beds. There are no orders which are entered prior to Closing and which could result in
the forced closing of the Facility prior to the Closing Date.

h. No Material Change. Since the Effective Date, no material adverse change shall have occurred in the physical
condition or business operations (whether financial or otherwise) of the Facility or the Property, whether financial or otherwise.

i. Removal of Personal Property Liens. The Property shall be free and clear of all liens, claims and encumbrances
other than the Permitted Exceptions or that will be paid or otherwise satisfied by Seller on the Closing Date.

j. New License. Purchaser and New Operator shall have received adequate assurance of obtaining all applicable
governmental and quasi-governmental licenses and approvals to be effective as of the Closing Date, including the OSDH License,
which may occur by receipt of a letter from the OSDH stating that the License shall be issued upon notification of the Closing, and
any other regulatory approvals and assignments of provider agreements needed to own and operate the Facility as a skilled nursing
facility under Oklahoma law.

k. Resident Transfers. There shall have been no transfer of residents from the Facility to a nursing facility owned,
operated or managed in whole or in part by Seller or by any owner, officer, director, manager or affiliate of Seller, directly or
indirectly, nor shall there be any voluntary transfers by Seller of residents from the Facility to any other skilled care facility or other
nursing facility where such transfer is not in the ordinary course of business and not for reasons related to the health and well-being of
the resident transferred or otherwise required by law.

l. Code Violations. There shall be no outstanding Life Safety Code or OSDH violations that have not been corrected as
of 11:59 p.m. on the day prior to the Closing Date, including, without limitation, any physical plant and Life Safety Code violations
cited in a CHOW or physical plant/Life Safety survey conducted prior to the Closing Date.

m. Taxes. Purchaser shall have received from Seller a letter or letters from OTC (or other applicable taxing authority)
certifying that neither Seller nor Current Operator has any tax due to the State of Oklahoma.

n. FF&E. All FF&E and Personal Property shall be located at the Facility on the Closing Date.

o. Operations Transfer Agreement . Current Operator and New Operator shall have entered into the OTA, and the
transactions contemplated therein shall have been consummated.

p. Accuracy of Representation and Warranties of Seller. No representation or warranty by or on behalf of Seller
contained in this Agreement and no statement by or on behalf
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of Seller in any certificate, list, exhibit or other instrument furnished to Purchaser by or on behalf of Seller pursuant hereto contains
any untrue statement of material fact or omits or will omit to state any material facts which are necessary in order to make the
statements contained therein, in light of the circumstances under which they are made, not misleading.

17. CONDITIONS TO SELLER’S OBLIGATIONS. All obligations of Seller under this Agreement are subject to the
fulfillment (or waiver by Seller in writing), prior to or at Closing, of each of the following conditions:

a. Purchaser’s Representations, Warranties and Covenants . Purchaser’s representations, warranties and covenants
contained in this Agreement or in any certificate or document delivered in connection with this Agreement or the transactions
contemplated herein shall be true and correct on the Effective Date and true as of the date of Closing as though such representations,
warranties and covenants were then again made.

b. Purchaser’s Performance. Purchaser shall have performed, in all material respects, its obligations and covenants
under this Agreement that are to be performed prior to or at Closing, including but not limited to, its delivery of all of Purchaser’s
Closing Deliveries.

c. Operations Transfer Agreement . Current Operator and New Operator shall have entered into the OTA, and the
transactions contemplated therein shall have been consummated.

d. Absence of Litigation. No action or proceeding shall have been instituted, nor any judgment, order or decree entered
by any court or governmental body or authority preventing the acquisition by Purchaser of the Property or the consummation of the
transaction contemplated hereby.

e. Accuracy of Representations and Warranties Purchaser. No representation or warranty by or on behalf of
Purchaser contained in this Agreement and no statement by or on behalf of Purchaser in any certificate, list, exhibit or other instrument
furnished to Seller by or on behalf of Purchaser pursuant hereto contains any untrue statement of material fact or omits or will omit to
state any material facts which are necessary in order to make the statements contained therein, in light of the circumstances under
which they are made, not misleading.

18. CASUALTY/CONDEMNATION.

a. Seller shall, within three (3) business days thereafter, notify Purchaser of any casualty damage it becomes aware of or
written notice of condemnation that Seller receives prior to the Closing Date or earlier termination of this Agreement.

b. If, at the time of Closing, the estimated cost of repairing such damage is more than One Hundred Thousand Dollars
($100,000), as determined by an independent adjuster, Purchaser may, at its sole option: (i) terminate this Agreement by notice to
Seller within fifteen (15) days after receipt of notice from Seller of such casualty (which shall be deemed a termination pursuant to
Section 19(a)(ii) of this Agreement); or (ii) proceed to Closing in accordance with Section 18(c).

c. If: (A) any portion of the Property is damaged by fire or casualty after the Effective Date and is not repaired and
restored substantially to its original condition prior to Closing, and
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(B) at the time of Closing the estimated cost of repairs is One Hundred Thousand Dollars ($100,000) or less, as determined by an
independent adjuster, or otherwise should Purchaser opt pursuant to Section 18(b)(ii) to proceed to Closing, Purchaser shall be
required to purchase the Property in accordance with the terms of this Agreement, and at Seller’s option, Purchaser shall either: (x)
receive a credit at Closing for the estimated cost of repairs as determined by the aforesaid independent adjuster; or (y) at Closing Seller
shall: (1) assign to Purchaser, without recourse, the right to all insurance claims and proceeds with respect thereto (less sums
theretofore expended in connection with such fire or casualty, if any, by Seller, including for temporary repairs or barricades) (in
which event Purchaser shall have the right to participate in the adjustment and settlement of any insurance claim relating to said
damage), and
(2) credit Purchaser at Closing with an amount equal to Seller’s insurance deductible. If the parties proceed to Closing pursuant to this
Section 18(c), Seller shall have no liability or obligation with respect to the quantity or condition of the Property with respect to the
portion of the Property damaged by fire or casualty and shall be released from any representation and warranty regarding same as a
result of such fire or casualty.

d. If, prior to Closing, a “material” portion of the Property is taken by eminent domain, then Purchaser shall have the
right within fifteen (15) days after receipt of notice from Seller of such material taking, to terminate this Agreement, (which shall be
deemed a termination pursuant to Section 19(a) of this Agreement). If Purchaser elects to proceed and to consummate the purchase
despite said material taking (such election being deemed to have been made unless Purchaser notifies Seller to the contrary within
such fifteen (15) day period after notice from Seller to Purchaser of such taking), or if there is less than a material taking prior to
Closing, there shall be no reduction in or abatement of the Purchase Price, and Purchaser shall be required to purchase the Property in
accordance with the terms of this Agreement, and Seller shall assign to Purchaser, without recourse, all of Seller’s right, title and
interest in and to any award made or to be made in the eminent domain proceeding (in which event Purchaser shall have the right to
participate in the adjustment and settlement of such eminent domain proceeding). For the purpose of this Section, the term “material”
shall mean any taking in excess of five percent (5%) of the square footage of the Facility or ten percent (10%) of the Real Property
associated with the Facility or which would otherwise: (i) adversely affect the ability, after said taking, to operate the Facility in
compliance with the OSDH License with the Licensed Beds; or (ii) cause the use of the Facility after said taking to no longer be in
compliance with all applicable zoning and building rules, regulations and ordinances.

19. TERMINATION.

a. Termination. This Agreement may be terminated at any time prior to the Closing by:

i. the mutual written consent of Seller and Purchaser (the “Mutual Consent”);

ii. by Purchaser, if Seller is unable to meet a condition precedent prior to the Closing Date (as the same may be
extended) or is in breach of its obligation to consummate the transaction contemplated by this Agreement pursuant to
the terms hereof, and such breach has not been (A) waived in writing by Purchaser or (B) cured by Seller within ten
(10) business days after notice to Seller of such breach or as a result of any Third Party Report deemed unsatisfactory
by Purchaser
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in its reasonable discretion provided that, in such case, notice of termination is delivered to Seller on or before the end
of the Due Diligence Period.

iii. by Seller, if Purchaser is unable to meet a condition precedent prior to the Closing Date (as the same may be
extended) or is in breach of its obligation to consummate the transaction contemplated by this Agreement pursuant to
the terms hereof, and such breach (other than a failure to close hereunder) has not been (A) waived in writing by Seller
or (B) cured by Purchaser within ten (10) business days after notice to Purchaser of such breach; or

iv. by either Purchaser or Seller in the event that New Operator’s application for an OSDH License is denied.

b. Effect of Termination. In the event this Agreement is terminated in accordance with the terms of Section 19(a)(i) or
Section 19(a)(ii), the Earnest Money shall be returned to Purchaser and the provisions of this Agreement shall immediately become
void and of no further force and effect (other than this Section 19(b) and such other provisions of this Agreement which expressly
survive the termination of this Agreement). In the event this Agreement is terminated in accordance with the terms of Section 19(a)
(iii), the Earnest Money shall be disbursed to Seller and the provisions of this Agreement shall immediately become void and of no
further force and effect (other than this Section 19(b) and such other provisions of this Agreement which expressly survive termination
of this Agreement). Unless otherwise provided herein, each party to this Agreement shall be responsible for its own fees and
expenses.

20. INDEMNIFICATION.

a. Seller’s Indemnity. In addition to any other indemnity set forth elsewhere herein, subject to the terms and conditions
of this Section, Seller hereby indemnifies and agrees to defend and hold Purchaser and its successors, assigns, affiliates, managers,
members, agents, servants, employees and its New Operator harmless from and against any and all claims, demands, obligations,
losses, liabilities, damages, recoveries and deficiencies (including interest, penalties and reasonable attorneys’ fees, costs and
expenses) (collectively, “Losses”) which any of them may suffer as a result of any of the following events:

i. the untruth of any of the representations or the breach of any of the warranties of (A) Seller herein or given
pursuant hereto or (B) Current Operator in the OTA or given pursuant thereto;

ii. any default by (A) Seller in the performance of any of its commitments, covenants or obligations under this
Agreement or (B) Current Operator in the performance of any of its commitments, covenants or obligations under the
OTA;

iii. any suits, arbitration proceedings, administrative actions or investigations to the extent relating to the
ownership or use of the Property on or before the Closing Date;

iv. for claims which arise from actions or omissions of Seller (as opposed to Current Operator and/or its affiliates)
prior to the Closing Date with respect to the Resident Trust Funds;

HNZW/502436_2.docx/3583-1                21

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



v. any obligations under any contracts that shall accrue or relate to periods before the Closing Date or for
services or supplies which were performed or rendered before the Closing Date;

vi. any liability which may arise from ownership, operation, use or condition of the Property on or before the
Closing Date to the extent relating to the ownership and use of the Property by Seller on or before the Closing Date; or

vii. any liability of Current Operator to New Operator pursuant to the provisions of the OTA.

Within thirty (30) days after Purchaser’s delivery to Seller of a written notice of an Indemnitee’s Claim (as hereinafter defined)
pursuant to Section 20(d), Seller shall commence to diligently defend, compromise or settle said Indemnitee’s Claim in accordance
with Section 20(d) hereof.

b. Purchaser’s Indemnity. In addition to any other indemnity set forth elsewhere herein, subject to the terms and
conditions of Section 20(d), Purchaser hereby indemnifies and agrees to defend and hold Seller, its successors, assigns, affiliates,
managers, members, directors, officers, agents, servants and employees harmless from and against any and all Losses which Seller
may suffer as a result of:

i. the untruth of the representations or the breach of any of the warranties of Purchaser herein or given pursuant
hereto;

ii. any default by Purchaser in the performance of any of its commitments, covenants or obligations under this
Agreement;

iii. any suits, arbitration proceedings, administrative actions or investigations to the extent relating to the
ownership and use of the Property by Purchaser on or after the Closing Date;

iv. claims which arise from actions or omissions of Purchaser on or after the Closing Date with respect to
Resident Trust Funds; or

v. any liability which may arise from ownership, use or condition of the Property on or after the Closing Date to
the extent it relates to the ownership or use of the Property on or after the Closing Date.

Within thirty (30) days after Seller’s delivery to Purchaser of a written notice of an Indemnitee’s Claim pursuant to Section 20(d),
Purchaser shall commence to diligently defend, compromise or settle said Indemnitee’s Claim in accordance with Section 20(d)
hereof.

c. Indemnification Procedures and Limitations.

i. Non-Third Party Claims.

(A) In the event that any Person entitled to indemnification under this Agreement (an “Indemnified
Party”) asserts a claim for indemnification which
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does not involve a Third Party Claim (as defined in Section 20(c)(ii) (a “Non- Third Party Claim”), against which a
Person is required to provide indemnification under this Agreement (an “Indemnifying Party”), the Indemnified Party
shall give written notice to the Indemnifying Party (the “Non- Third Party Claim Notice”), which Non-Third Party
Claim Notice shall (i) describe the claim in reasonable detail, and (ii) indicate the amount (estimated, if necessary, and
to the extent feasible) of the Losses that have been or may be suffered by the Indemnified Party.

(B) The Indemnifying Party may acknowledge and agree by written notice (the “Non-Third Party
Acknowledgement of Liability”) to the Indemnified Party to satisfy the Non-Third Party Claim within thirty (30) days
of receipt of the Non-Third Party Claim Notice. In the event that the Indemnifying Party disputes the Non-Third Party
Claim, the Indemnifying Party shall provide written notice of such dispute (the “Non-Third Party Dispute Notice”) to
the Indemnified Party within thirty (30) days of receipt of the Non-Third Party Claim Notice (the “Non- Third Party
Dispute Period”), setting forth a reasonable basis of such dispute. In the event that the Indemnifying Party shall fail to
deliver the Non-Third Party Acknowledgement of Liability or Non-Third Party Dispute Notice within the Non-Third
Party Dispute Period, the Indemnifying Party shall be deemed to have acknowledged and agreed to pay the Non-Third
Party Claim in full and to have waived any right to dispute the Non-Third Party Claim. Once the Indemnifying Party
has acknowledged and agreed to pay any Non-Third Party Claim pursuant to this Section 20(c)(i), or once any dispute
under this Section 20(c)(i) has been finally resolved in favor of indemnification by a court or other tribunal of
competent jurisdiction, the Indemnifying Party shall pay the amount of such Non- Third Party Claim to the
Indemnified Party within 10 business days of the date of acknowledgement or resolution, as the case may be, to such
account and in such manner as is designated in writing by the Indemnified Party.

ii. Third-Party Claims.

(A) In the event that any Indemnified Party asserts a claim for indemnification or receives notice of the
assertion of any claim or of the commencement of any action or proceeding by any Person who is not a party to this
Agreement or an Affiliate of a party to this Agreement in respect of which such Indemnified Party is entitled to
indemnification under this Agreement by an Indemnifying Party (a “Third Party Claim”), the Indemnified Party shall
give written notice to the Indemnifying Party (the “Third Party Claim Notice”) within thirty (30) days after asserting
or learning of such Third Party Claim (or within such shorter time as may be necessary to give the Indemnifying Party
a reasonable opportunity to respond to such claim). The Third Party Claim Notice shall (i) describe the claim in
reasonable detail, and (ii) indicate the amount (estimated, if necessary, and to the extent feasible) of the Losses that
have been or may be suffered by the Indemnified Party. The Indemnifying Party must provide written notice to the
Indemnified Party that it is either (i) assuming responsibility for the Third Party Claim or (ii) disputing the claim for
indemnification against it (the “Indemnification Notice”). The Indemnification Notice must be provided by the
Indemnifying Party to the Indemnified Party within thirty (30) days after receipt
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of the Third Party Claim Notice or within such shorter time as may be necessary to give the Indemnified Party a
reasonable opportunity to respond to such Third Party Claim (the “Indemnification Notice Period”).

(B) If the Indemnifying Party provides an Indemnification Notice to the Indemnified Party within the
Indemnification Notice Period that it assumes responsibility for the Third Party Claim, the Indemnifying Party shall
conduct at its expense the defense against such Third Party Claim in its own name, or if necessary in the name of the
Indemnified Party. The Indemnification Notice shall specify the counsel it will appoint to defend such claim (“Defense
Counsel”); provided, however, that the Indemnified Party shall have the right to approve the Defense Counsel, which
approval shall not be unreasonably withheld or delayed. In the event that the Indemnifying Party fails to give the
Indemnification Notice within the Indemnification Notice Period, the Indemnified Party shall have the right to conduct
the defense and to compromise and settle such Third Party Claim without the prior consent of the Indemnifying Party,
the Indemnifying Party will be liable for all Losses paid or incurred in connection therewith.

(C) In the event that the Indemnifying Party provides in the Indemnification Notice that it disputes the
claim for indemnification against it, the Indemnified Party shall have the right to conduct the defense and to
compromise and settle such Third Party Claim, without the prior consent of the Indemnifying Party. Once such dispute
has been finally resolved in favor of indemnification by a court or other tribunal of competent jurisdiction or by mutual
agreement of the Indemnified Party and Indemnifying Party, the Indemnifying Party shall within ten (10) business days
of the date of such resolution or agreement, pay to the Indemnified Party all Losses paid or incurred by the Indemnified
Party in connection therewith.

(D) In the event that the Indemnifying Party delivers an Indemnification Notice pursuant to which it
elects to conduct the defense of the Third Party Claim, the Indemnifying Party shall be entitled to have the exclusive
control over the defense of the Third Party Claim and the Indemnified Party will cooperate in good faith with and
make available to the Indemnifying Party such assistance and materials as it may reasonably request, all at the expense
of the Indemnifying Party. The Indemnified Party shall have the right at its expense to participate in the defense
assisted by counsel of its own choosing. The Indemnifying Party will not settle the Third Party Claim or cease to
defend against any Third Party Claim as to which it has (x) delivered an Indemnification Notice and (y) assumed
responsibility for the Third Party Claim, without the prior written consent of the Indemnified Party, which consent will
not be unreasonably withheld or delayed; provided, however, such consent may be withheld for any reason if, as a
result of such settlement or cessation of defense, (i) injunctive relief or specific performance would be imposed against
the Indemnified Party, or (ii) such settlement or cessation would lead to liability or create any financial or other
obligation on the part of the Indemnified Party for which the Indemnified Party is not entitled to indemnification
hereunder.

(E) If an Indemnified Party refuses to consent to a bona fide offer of
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settlement which the Indemnifying Party wishes to accept, which provides for a full release of the Indemnified Party
and its Affiliates relating to the Third Party Claims underlying the offer of settlement and solely for a monetary
payment, the Indemnified Party may continue to pursue such matter, free of any participation by the Indemnifying
Party, at the sole expense of the Indemnified Party. In such an event, the obligation of the Indemnifying Party shall be
limited to the amount of the offer of settlement which the Indemnified Party refused to accept plus the reasonable costs
and expenses of the Indemnified Party incurred prior to the date the Indemnifying Party notified the Indemnified Party
of the offer of settlement.

(F) Notwithstanding the foregoing, the Indemnifying Party shall not be entitled to control, but may
participate in, and the Indemnified Party shall be entitled to have sole control over, the defense or settlement of (x) that
part of any Third Party Claim (i) that seeks a temporary restraining order, a preliminary or permanent injunction or
specific performance against the Indemnified Party, or
(ii) to the extent such Third Party Claim involves criminal allegations against the Indemnified Party or (y) the
entire Third Party Claim if such Third Party Claim would impose liability on the part of the Indemnified Party in an
amount which is greater than the amount as to which the Indemnified Party is entitled to indemnification under this
Agreement.

(G) A failure by an Indemnified Party to give timely, complete or accurate notice as provided in this
Section will not affect the rights or obligations of any party hereunder except and only to the extent that, as a result of
such failure, any party entitled to receive such notice was deprived of its right to recover any payment under its
applicable insurance coverage or was otherwise directly and materially damaged as a result of such failure to give
timely notice.

d. In the event that any liability, claim, demand or cause of action which is indemnified against pursuant to Section 20(a)
o r Section 20(b), (“Indemnitee’s Claim”) is made against or received by any indemnified party (“Indemnitee”) hereunder, said
Indemnitee shall notify the indemnifying party (“Indemnitor”) in writing within twenty one (21) calendar days of Indemnitee’s receipt
of written notice of said Indemnitee’s Claim; provided, however, that Indemnitee’s failure to timely notify Indemnitor of Indemnitee’s
receipt of an Indemnitee’s Claim shall not impair, void, vitiate or invalidate Indemnitor’s indemnity hereunder nor release Indemnitor
from the same, which duty, obligation and indemnity shall remain valid, binding, enforceable and in full force and effect except to the
extent that Indemnitee’s delay in notifying
Indemnitor directly and materially prejudices Indemnitor’s right or ability to defend the Indemnified Claim. Upon its receipt of any or
all Indemnitee’s Claim(s), Indemnitor shall diligently defend, compromise or settle said Indemnitee’s Claim at Indemnitor’s sole and
exclusive cost and expense and shall promptly provide Indemnitee evidence thereof within fifteen (15) calendar days of the final,
unappealable resolution of said Indemnitee’s Claim. Upon the receipt of the written request of Indemnitee, Indemnitor shall within
fifteen (15) calendar days provide Indemnitee a true, correct, accurate and complete written status report regarding the then current
status of said Indemnitee’s Claim. In the event that Indemnitor fails or refuses to indemnify, save, defend, protect or hold Indemnitee
harmless from and against an Indemnitee’s Claim or to diligently pursue the same to its conclusion, or in the event that Indemnitor
fails to timely report to Indemnitee the status of its efforts to reach a final resolution of an Indemnitee’s Claim on fifteen (15) calendar
days prior written notice to Indemnitor during which time
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Indemnitor may cure any alleged default hereunder, the foregoing shall immediately, automatically and without further notice be an
event of default hereunder and thereafter Indemnitee may, but shall not be obligated to, immediately and upon notice to Indemnitor,
intervene in and defend, settle or compromise said Indemnitee’s Claim at Indemnitor’s sole and exclusive cost and expense, including
but not limited to attorneys’ fees, and, thereafter, within fifteen (15) calendar days of written demand for the same Indemnitor shall
promptly reimburse Indemnitee all said Indemnitee’s Claims and the reasonable costs, expenses and attorneys’ fees incurred by
Indemnitee to defend, settle or compromise said Indemnitee’s Claims plus interest thereon from the date incurred until paid in full at
the then current prime rate of interest (as announced from time to time by the Wall Street Journal). If the Indemnitor defends any
claim, Indemnitee shall make available to the Indemnitor, at reasonable times and upon reasonable notice, any books, records or other
documents within its control that are necessary or appropriate for such defense.

21. LIABILITIES.

a. Other than as specifically set forth in this Agreement, Purchaser shall not assume or be liable for any debts, liabilities
or obligations of Seller including, but not limited to, any (i) liabilities or obligations of Seller to its creditors, (ii) liabilities or
obligations of Seller with respect to any contracts, acts, events or transactions, (iii) liabilities or obligations of Seller for any federal,
state, county or local taxes applicable to or assessed against Seller or the assets or business of Seller, (iv) recapture obligations, (v)
liabilities relating to injury to, or death of, persons or loss of, or damage to, property occurring on or at the Facility or in any manner
growing out of or connected with the use or occupancy of the Facility or the condition thereof, or the use of any adjoining sidewalks,
streets or ways, prior to the Closing Date, or (vi) any contingent liabilities or obligations of Seller, whether known or unknown by
Seller or Purchaser (“Retained Liabilities”).

b. Purchaser shall have no duty whatsoever to take any action or receive or make any payment or credit arising from or
related to any services provided or costs incurred in connection with the management and operation of the Facility prior to the Closing
Date, including, but not limited to any matters relating to contracts, cost reports, collections, audits, hearing, or legal action arising
therefrom.

22. PUBLICITY. Except as otherwise required by applicable law including, without limitation, any required regulatory filings,
or to obtain the OSDH License, neither Purchaser nor Seller shall, and each shall cause its respective affiliates, representatives and
agents not to, issue or cause the publication of any press release, public or private announcement (excluding announcements to
Seller’s investors and lenders) with respect to the transactions contemplated by this Agreement (including an announcement to any
employee of the Facility) without the express prior written approval of the other party. The provisions of this Section 21 shall survive
the Closing or earlier termination of this Agreement.

23. NOTICES. Any notice, request or other communication to be given by any party hereunder shall be in writing and shall be
sent by hand delivery, recognized overnight courier, electronic mail or registered or certified U.S. mail, postage prepaid, return receipt
requested to the following address:
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IF TO THE PURCHASER:

Gracewood Manor, LLC
9 Professional Drive
Bella Vista, Arkansas 72715
Attention: Bradford Montgomery

with copies to:

C. Craig Cole & Associates
317 NW 12th Street
Oklahoma City, Oklahoma 73103
Attention: Carrie L. Burnsed

IF TO THE SELLER:

CSCC Property Holdings, LLC
Two Buckhead Plaza
3050 Peachtree Road, NW
Suite 355
Atlanta, Georgia 30305
Attention: William McBride

with copies to:

Holt Ney Zatcoff & Wasserman, LLP
100 Galleria Parkway, Suite 1800
Atlanta, Georgia 30339
Attention: Gregory P. Youra

or if written notification of a change of address has been sent, to such other party or to such other address as may be designated in that
written notification. Each such notice and other communication under this Agreement shall be effective or deemed delivered or
furnished (a) if
given by mail, on the third business day after such communication is deposited in the mail; (b) if given by electronic mail, effective
upon transmission if before 5:00 p.m. (Central Standard Time) (otherwise effective the next business day); and (c) if given by hand
delivery or overnight courier, when delivered to the address specified above. Notwithstanding anything herein to the contrary, any
notice received by a recipient on a day when the federal banks are closed in Atlanta, Georgia shall automatically be deemed and
construed to be received on the next regular business day following its receipt. Notices from counsel for Seller to counsel for
Purchaser shall for all purposes hereunder constitute notice from Seller to Purchaser. Notices from counsel for Purchaser to counsel
for Seller shall for all purposes hereunder constitute notice from Purchaser to Seller.

24. BROKER. Each of Seller and Purchaser represents and warrants to the other that it has not dealt with any brokers, finders
or agents with respect to the transaction contemplated hereby other than Senior Living Investment Brokerage, Inc. (“Broker”). Seller
shall be responsible for all fees, commissions and other amounts due to Broker as a result of the transactions contemplated herein
pursuant to the terms of a separate agreement. Purchaser agrees to indemnify, defend and hold harmless Seller, its successors, assigns
and agents, from and against the payment of any
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commission, compensation, loss, damages, costs, and expenses (including without limitation reasonable attorneys’ fees and costs)
incurred in connection with, or arising out of, claims for any broker’s, agent’s or finder’s fees of any person claiming by or through
Purchaser other than Broker. Seller agrees to indemnify, defend and hold harmless Purchaser, its successors, assigns and agents, from
and against the payment of any commission, compensation, loss, damages, costs, and expenses (including without limitation
reasonable attorneys’ fees and costs) incurred in connection with, or arising out of, claims for any broker’s, agent’s or finder’s fees of
any person claiming by or through such Seller. The provisions of this Section 23 shall survive the Closing or earlier termination of this
Agreement.

25. ASSIGNMENT BY PURCHASER . This Agreement and all rights and obligations hereunder shall not be assignable by
Purchaser without the prior written consent of Seller.

26. CONSENT. Whenever the consent of a party is required hereunder, such consent shall not be unreasonably withheld,
delayed or conditioned, unless such consent is given at the sole discretion of a party or as otherwise expressly provided for herein to
the contrary.

27. KNOWLEDGE. An individual, and an entity other than an individual, will be deemed to have “knowledge” of a particular
fact or other matter if such individual, or in the case of an entity, any individual who is serving as a director, officer, partner, member,
manager or employee of such person, and in such capacity, has subject matter or oversight responsibility for such areas as directly
encompass that particular fact or other matter, or has actual knowledge of such fact or other matter.

28. UPDATED EXHIBITS AND SCHEDULES . If any exhibits or schedules are not attached hereto or are supplemented
prior to Closing, the Parties agree to attach such exhibits and updated schedules as soon as reasonably practicable but in any event
prior to the Closing Date. This Agreement is subject to each Party approving the other Party’s proposed exhibits and updated
schedules. If such exhibit or updated schedule discloses an issue Purchaser deems material, Purchaser may terminate this Agreement.

29. TIME OF ESSENCE. Time shall be of the essence in this Agreement.

30. AMENDMENTS/SOLE AGREEMENT . This Agreement may not be amended or modified in any respect whatsoever
except by an instrument in writing signed by the parties hereto. This Agreement constitutes the entire agreement between the parties
hereto with respect to the subject matter of this Agreement, and the parties acknowledge and understand that, upon completion, all
Schedules and Exhibits attached hereto shall be deemed to be made a part collectively hereof.

31. WAIVERS. No waiver of any term, provision or condition of this Agreement, in any one or more instances, shall be
deemed to be or be construed as a further or continuing waiver of any such term, provision or condition of this Agreement. No failure
to act shall be construed as a waiver of any term, provision, condition or rights granted hereunder.

32. SUCCESSORS. Subject to the limitations on assignment set forth above, all the terms of this Agreement shall be binding
upon and inure to the benefit of and be enforceable by and against the successors and permitted assigns of the parties hereto.
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33. RECITALS, CAPTIONS AND TABLE OF CONTENTS . The recitals set forth at the beginning of this Agreement are
incorporated herein. The captions and table of contents of this Agreement are for convenience of reference only and shall not define
or limit any of the terms or provisions hereof.

34. GOVERNING LAW . This Agreement shall be governed by and construed in accordance with the laws of the State of
Oklahoma. Each party to this Agreement hereby irrevocably agrees that any legal action or proceeding arising out of or relating to this
Agreement or any agreements or transactions contemplated hereby shall be brought exclusively in any state or federal court located in
Oklahoma County, Oklahoma, and hereby expressly submits to the personal jurisdiction and venue of such courts for the purposes
thereof and expressly waives any claim of improper venue and any claim that such courts are an inconvenient forum. Each party
hereby irrevocably consents to the service of process of any of the aforementioned courts in any such suit, action or proceeding by the
mailing of copies thereof by registered or certified mail, postage prepaid, to the address set forth or referred to in Section 22.

35. WAIVER OF JURY TRIAL . EACH PARTY HERETO WAIVES ANY RIGHT TO A TRIAL BY JURY IN ANY
ACTION OR PROCEEDING TO ENFORCE OR DEFEND ANY RIGHTS UNDER THIS AGREEMENT OR UNDER ANY
AMENDMENT, INSTRUMENT, DOCUMENT OR AGREEMENT DELIVERED IN CONNECTION HEREWITH OR
HEREAFTER AND AGREES THAT ANY SUCH ACTION OR PROCEEDING SHALL BE TRIED BEFORE A COURT
AND NOT BEFORE A JURY.

36. SEVERABILITY. Should any one or more of the provisions of this Agreement be determined to be invalid, unlawful or
unenforceable in any respect, the validity, legality and enforceability of the remaining provisions hereof shall not in any way be
affected or impaired thereby and each such provision shall be valid and remain in full force and effect.

37. USAGE. All nouns and pronouns and any variations thereof shall be deemed to refer to the masculine, feminine, neuter,
singular or plural as the identity of the person or persons, firm or firms, corporation or corporations, entity or entities or any other thing
or things may require. “Any” when used in this Agreement, shall mean “any and all”, “including” shall mean “including, without
limitation”, and “or” shall mean “and/or”.

38. BUSINESS DAYS. The term “business day” means a day on which banks are required to be open for business within the
state where the Property is located, and shall not include (i) any Saturday or Sunday, (ii) any national holiday, or (iii) any holiday
within the state where the Property is located. If the final date of any period which is set out in any paragraph of this Agreement falls
upon a day which is not a business day, then, and in such event, the time of such period will be extended to the next business day.

39. COUNTERPARTS. This Agreement may be executed in any number of counterparts, each of which shall be an original;
but such counterparts shall together constitute but one and the same instrument. Facsimile and electronic mail signatures shall be
treated as original signatures of the parties for the purposes hereto.

40. NO JOINT VENTURE. Nothing contained herein shall be construed as forming a joint venture or partnership between the
parties hereto with respect to the subject matter hereof. The parties hereto do not intend that any third party shall have any rights under
this Agreement.
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41. NO STRICT CONSTRUCTION. The language used in this Agreement is the language chosen by the parties to express
their mutual intent, and no rule of strict construction shall be applied against any of the parties hereto.

[Signature Page Follows]
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IN WITNESS WHEREOF, the undersigned have duly executed this Agreement by persons legally entitled to do so as of the
day and year first set forth above.

SELLER:

CSCC Property Holdings, LLC,
a Georgia limited liability company

                    

  

By: /s/ William McBride
Name: William McBride
Its: Manager

PURCHASER:

Gracewood Manor, LLC,
an Oklahoma limited liability company

                    

  

By: /s/ Bradford Montgomery
Name: Bradford Montgomery
Its: Manager
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EXHIBIT A

Legal Description

All that part of Lots Two (2) and Three (3), Block Two (2), Wilmot Addition, an Addition to the City and County of Tulsa, State of
Oklahoma, according to the recorded Plat No. 2745, being more particularly described as follows, to-wit:

Beginning at the Southwest corner of said Lot 3; Thence North 0°22'30" West along the West boundary of Said Lot 3 a distance of
810.03 feet to the Northwest corner of said Lot 3; Thence South 65°06'15" East along the North boundary of said Lot 3 a distance of
44.80 feet; Thence Southeasterly along the North boundary of said Lots 2 and 3 on a curve to the right having a radius of 3,769.72
feet a distance of 305.25 feet; Thence South 0°22'30" East on a line parallel to and 11.00 feet from the West boundary of said Lot 2 a
distance of 300.72 feet; Thence South 12°43'23" West a distance of 114.73 feet; Thence South 0°23'30" East on a line parallel to and
15.00 feet West of the East boundary of said Lot 3 a distance of 208.00 feet to a point in the South boundary of said Lot 3; Thence
South 89°47'35" West along the South boundary of said Lot 3, a distance of 02.05 feet; Thence South 0°09'00" East along the South
boundary of said Lot 3 a distance of 30.00 feet; Thence South 89°47'35" West along the South boundary of said Lot 3 a distance of
182.83 feet to the Point of Beginning.

Physical Address: 6201 East 36th Street, Tulsa, Oklahoma Tax ID: 47375-93-22-07110
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EXHIBIT B

[Intentionally Omitted]    
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EXHIBIT C

DUE DILIGENCE REQUEST LIST
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EXHIBIT D

FORM OF LIMITED WARRANTY DEED

Grantor, for and in consideration of the sum of Ten and No/100 Dollars ($10.00) paid to Grantor and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, has CONVEYED and does hereby GRANT,
BARGAIN, SELL and CONVEY unto Grantee the real property located in Tulsa County, Tulsa, Oklahoma, and being more
particularly described on Exhibit A attached hereto, together with all improvements thereon and all rights and appurtenances
belonging thereto (the “Property”).

This conveyance is made and accepted subject to the permitted exceptions described on Exhibit B attached hereto
(collectively, the “Permitted Exceptions”).

TO HAVE AND TO HOLD the Property, subject only to the Permitted Exceptions, unto Grantee and Grantee’s successors
and assigns in fee simple forever; and, subject only to the Permitted Exceptions, Grantor does hereby warrant the title to the Property
to be free, clear, and discharged of and from all former grants, claims, charges, taxes, judgments, mortgages, and other liens or
encumbrances of any nature.
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IN WITNESS WHEREOF, Grantor has caused this instrument to be executed and delivered by its duly authorized officer, as
of the day and year first above written.
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Exhibit A

LEGAL DESCRIPTION

All that part of Lots Two (2) and Three (3), Block Two (2), Wilmot Addition, an Addition to the City and County of Tulsa, State of
Oklahoma, according to the recorded Plat No. 2745, being more particularly described as follows, to-wit:

Beginning at the Southwest corner of said Lot 3; Thence North 0°22'30" West along the West boundary of Said Lot 3 a distance of
810.03 feet to the Northwest corner of said Lot 3; Thence South 65°06'15" East along the North boundary of said Lot 3 a distance of
44.80 feet; Thence Southeasterly along the North boundary of said Lots 2 and 3 on a curve to the right having a radius of 3,769.72
feet a distance of 305.25 feet; Thence South 0°22'30" East on a line parallel to and 11.00 feet from the West boundary of said Lot 2 a
distance of 300.72 feet; Thence South 12°43'23" West a distance of 114.73 feet; Thence South 0°23'30" East on a line parallel to and
15.00 feet West of the East boundary of said Lot 3 a distance of 208.00 feet to a point in the South boundary of said Lot 3; Thence
South 89°47'35" West along the South boundary of said Lot 3, a distance of 02.05 feet; Thence South 0°09'00" East along the South
boundary of said Lot 3 a distance of 30.00 feet; Thence South 89°47'35" West along the South boundary of said Lot 3 a distance of
182.83 feet to the Point of Beginning.

Physical Address: 6201 East 36th Street, Tulsa, Oklahoma Tax ID: 47375-93-22-07110
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Exhibit B

PERMITTED EXCEPTIONS
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EXHIBIT E

Form of Bill of Sale

BILL OF SALE

_____________], a [_____________] (“Seller”), in consideration of Ten and No/100 Dollars ($10.00) and other good and
valuable consideration, receipt of which is hereby acknowledged, does hereby sell, assign, transfer and set over to
[_____________________], a [_________________] (“Purchaser”), without representation or warranty by or recourse to Seller,
express or implied, by operation of law or otherwise, except as expressly provided herein or in that certain Asset Purchase Agreement
dated as of _____________, 2015, by and between Seller and Purchaser (the “Purchase Agreement”), all of its right, title and
interest in and to the Personal Property, as defined in the Purchase Agreement (the “Personal Property”).

Seller hereby represents and warrants to Buyer that (a) Seller is the absolute owner of the Personal Property, (b) the Personal
Property is free and clear of all liens, security interests and encumbrances and (c) Seller has the full right, power and authority to sell,
transfer and assign the Personal Property and to make this Bill of Sale.

This Bill of Sale is given pursuant to the Purchase Agreement and is governed by the provisions thereof.

IN WITNESS WHEREOF, Seller has caused this Bill of Sale to be executed as of this
_____day of _____, 2015.

SELLER:

[SIGNATURE BLOCK TO BE INSERTED]
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EXHIBIT F

Form of General Assignment

GENERAL ASSIGNMENT OF INTANGIBLE PROPERTY (APA)

THIS    GENERAL ASSIGNMENT OF INTANGIBLE PROPERTY (this
“Assignment”) is made as of ___________    ,    2015,    by    [____________________] (“Assignor”), to
[___________________________] (“Assignee”).

RECITALS:

A. Assignor and Assignee have entered into that certain Asset Purchase Agreement dated as of _______________    ,
2015 (the “APA”), with respect to the purchase of that certain 121 bed skilled nursing facility commonly known as Companions
Specialized Care Center, located at 6201 East 36th Street, Tulsa, Oklahoma 74135 (the “Facility”).

B. Pursuant to the terms of the APA, Assignor has agreed to transfer to Assignee certain intangible property as
hereinafter set forth.

AGREEMENT:

NOW, THEREFORE, in consideration of the mutual covenants contained herein and within the Asset Purchase Agreement,
and other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, Assignor and Assignee
hereby agree as follows:

1. Assignment.

a. Assignor hereby assigns, sets over, transfers and delivers to Assignee in accordance with the law, all of
Assignor’s right, title and interest in, to and under the Intangible Property (as defined in the APA) owned by Assignee and
used in connection with the ownership or operation of the Facility, including, without limitation, any special use permits issued
to Seller by the city or other municipality in which the Facility is located, any certificates of need issued to Seller, if assignable,
the goodwill associated with the business and the reputation of the Facility, and Seller’s interest, if any, in any third party
warranties or guaranties associated with the Facility, to the extent assignable and for which any third party consents required
for such assignment have been obtained (collectively, the “Assigned Property”), except for the Excluded Property (as
defined in the APA).

b. Assignor represents and warrants that (a) Assignor has valid rights in and to the Assigned Property and is the
absolute owner of the Intangible Property, (b) the Assigned Property is free and clear of all liens, security interests and
encumbrances, (c) Assignor has the full right, power, authority and all approvals necessary to transfer, set over and assign the
Assigned Property to Assignee and to make this General Assignment
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and (d) Assignor covenants and warrants to defend said Assigned Property against the lawful claims of all persons except as
set forth in the APA. Assignor acknowledges and agrees that it remains responsible for any and all obligations or liabilities
arising from or relating to the Assigned Property prior to the date of assignment, subject to the terms and conditions contained
in the APA.

2. Assumption.    Assignee hereby accepts the foregoing assignments set forth in herein, and assumes all obligations
and liabilities thereunder arising from and after the date hereof, subject to the terms and conditions of the APA.

3. Conflict with APA. This Assignment shall in all respects be subject to the terms of the APA with regard to the rights
and obligations of each of the parties hereto with respect to the items assigned hereunder, and in the event that any term of this
Assignment shall contradict the APA, the APA shall control.

4. Survival.    This Assignment and the obligations of Assignor and Assignee hereunder shall survive the closing of the
transactions referred to in the APA, shall be binding upon and inure to the benefit of Assignor and Assignee, and their respective
successors and assigns.

5. Governing Law. This Assignment shall be construed in accordance with and governed by the laws of the State of
Oklahoma and shall be binding upon and inure to the benefit of the parties hereto, their heirs, executors, administrators, successors in
interest and assigns.

6. Counterparts. This Assignment may be executed in two or more counterparts, each of which shall be deemed an
original, but all of which taken together shall constitute one and the same instrument.

[Signature page follows]
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IN WITNESS WHEREOF, Assignor and Assignee have duly executed this Assignment as of the day and year first above
written.

ASSIGNOR:

__________________________________

                        

  

By: /s/
Name:  

Its:  

ASSIGNEE:

__________________________________

                        

  

By: /s/
Name:  

Its:  
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EXHIBIT G

Form of FIRPTA Affidavit
FOREIGN INVESTMENT IN REAL PROPERTY

TAX AFFIDAVIT

PROPERTY ADDRESS: ____________________________    

Permanent Index No. ____________________________    

Section 1445 of the Internal Revenue Code provides that a transferee (Purchaser) of a U.S. real property interest must withhold tax if
a transferor (Seller) is a foreign person. To relieve the transferee of any withholding tax obligation with respect to the sale of the
Property, the transferor (Seller) hereby certifies to the transferee the following:

1. That transferor (Seller): Is not a foreign person, foreign corporation, foreign partnership, foreign trust, or foreign estate (as
those terms are defined in the Internal Revenue Code and Income Tax Regulations).

2. That transferor’s (Seller) tax payer identification number is: _________________    

3. That transferor’s address is:

4. Transferor understands that this certification may be disclosed to the Internal Revenue Service by various parties to the
Closing, including, but not limited to the transferee’s attorney, transferee, brokerage agents, and the title company, their successors or
assigns, and that any false statement contained herein could be punishable by fine, imprisonment or both.

5. The undersigned declares that he has examined this Affidavit and to the best of the undersigned’s knowledge and belief the
Affidavit is true, correct, and complete and further declares that the undersigned has authority to sign this document on behalf of
transferor (Seller).
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Exhibit 10.408

LEASE AGREEMENT

THIS LEASE AGREEMENT  (this “Lease”) is entered into as of the 27th day of February, 2015 (the “Execution Date”) by and between
GEORGETOWN HC&R PROPERTY HOLDINGS, LLC, a Georgia limited liability company (“Lessor”) and BLUE RIDGE IN GEORGETOWN LLC, a
South Carolina limited liability company (“Lessee”), for the improved real property described on Exhibit “A-1” and any and all improvements now or
hereinafter located on such real property, together with all parking and loading areas, all easements, rights of way, and other rights appurtenant thereto
(collectively, the “Premises”), on which Premises is located that certain 84 bed skilled nursing facility located at 2715 South Island Road, Georgetown,
South Carolina 29440 commonly known as “Georgetown Health Care and Rehab Center” (the “Facility”) including the “Lessor Personal Property”
associated therewith described on Exhibit “A-2”. Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS

WHEREAS, Lessor desires to Lease the Premises to Lessee and Lessee desires to Lease the Premises from Lessor on the terms and conditions
hereinafter set forth; and

WHEREAS, Affiliates of Lessor desire to lease other facilities related to this transaction more particularly described in Schedule 1 to Affiliates of
Lessee (collectively, “Related Lease Affiliates”) pursuant to leases substantially similar to this Lease and dated concurrently herewith (collectively, the
“Related Leases”).

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, the parties agree as follows:

1 .    Term. The initial term of this Lease is fifteen (15) years (the “Initial Term”). A “Lease Year” is the twelve (12) month period commencing on
the Commencement Date (as defined below) and each anniversary thereof during each year of the Term. The Initial Term shall commence on the first day of
the month following the month in which Lessor has received copies of all licenses and other approvals issued to Lessee required by the State in which the
Facility is located but no later than April 1, 2015 (the “Commencement Date”) and shall end on the last day of the one hundred eightieth (180th) full calendar
month thereafter, and may be extended for two (2) separate renewal terms of five (5) years each (each a “Renewal Term”) if (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term or the existing Renewal Term, as applicable, Lessee delivers to Lessor a “ Renewal Notice” indicating that
Lessee desires to exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (i) as of the date Lessor receives
the Renewal Notice or (ii) on the last day of the Initial Term or the existing Renewal Term, as applicable and (c) all Related Lease Affiliates concurrently
deliver appropriate Renewal Notices exercising renewal options for all Related Leases which have not been terminated in accordance with the terms set forth
therein. For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or Renewal Term (if any) or the earlier date on which this Lease
may be terminated as provided herein. For purposes hereof, “Term” shall mean the Initial Term together with any Renewal Term if exercised by Lessee.

2 .    Rent. During the Term, Lessee shall pay in advance to Lessor on or before the 1 st day of each month the following amounts (hereinafter Base
Rent and Additional Rent are collectively referred to as “Rent”):

2.1    Base Rent.

( a )    Lease Year One. During first Lease Year, Base Rent shall be Twenty-Four Thousand and 00/100 Dollars ($24,000.00) per
month.

(b)    Lease Years 2-15. Commencing on the first day of the second (2nd) Lease Year and continuing on the first day of each Lease
Year thereafter through the end of the Initial Term, the Base Rent due each Lease Year shall equal one hundred three percent (103%) of the Base Rent payable
for the immediately preceding Lease Year.

2 .2    Additional Rent. In addition to Base Rent, Lessee shall pay to Lessor “Additional Rent” in the amount of Forty-two Thousand and
00/100 Dollars ($42,000.00) per Lease Year (84 total beds x $500/per bed). The Additional Rent shall
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be paid in equal monthly payments of $3,500.00, shall remain the sole property of Lessee and shall be held by Lessor in a segregated interest bearing account
(the “Improvements Account”) and shall be made available by Lessor to Lessee, upon written request by Lessee to Lessor, for capital improvements and
repairs to the Facility on an as-needed basis from time to time during the Term as determined by Lessee. On or prior to the Commencement Date, Lessor shall
deposit the sum of $45,000.00 (the “Lessor Contribution”) into the Improvements Account, which funds shall be available for use by Lessee as provided in
this Section. The funds representing the Lessor Contribution shall be considered the first funds disbursed to Lessee as provided in this Section until the
Lessor Contribution Funds have been fully disbursed to Lessee. On the Termination Date, the balance of any funds in the Improvements Account shall be
delivered by Lessor to Lessee.

2 . 3    Renewal Term Base Rent. To establish a fair market Base Rent for the Premises during a Renewal Term, the Base Rent for the
applicable Renewal Term shall be reset and expressed as an annual amount equal to the lesser of (a) the Fair Market Rental of the Premises as established
pursuant to Exhibit C-1, or (b) one hundred three percent (103%) of the Base Rent due for the immediately preceding Lease Year. Commencing with the
second (2nd) Lease Year of a Renewal Term, the Base Rent due each Lease Year shall equal one hundred three percent (103%) of the Base Rent payable for
the immediately preceding Lease Year. Notwithstanding any provision hereof, Base Rent for the first (1st) Lease Year of a Renewal Term shall not be less than
the Base Rent paid during the final Lease Year of the Initial Term or the final Lease Year of the first Renewal Term, as applicable.

2 .4    Absolute Net Lease. All Rent payments shall be absolutely net to Lessor, free or any and all Taxes (as defined below in Section 5),
Other Charges (as defined below in Section 5), and operating or other expenses of any kind whatsoever, all of which shall be paid by Lessee, except as
otherwise provided in this Lease. Lessee shall at all times during the Term remain obligated under this Lease without any right of set-off, counterclaim,
abatement, deduction, reduction or defense of any kind. Lessee’s sole right to recover damages against Lessor under this Lease shall be to prove such
damages in a separate action.

2 . 5    Payment Terms . All Rent and other payments to Lessor hereunder shall be paid by wire transfer in accordance with Lessor’s wire
transfer instructions attached hereto as Exhibit C, or as otherwise directed by Lessor from time to time.

3 .    Security Deposit. Lessee shall deposit with Lessor and maintain during the Term the cash sum of Twenty-five Thousand and 00/100 Dollars
($25,000.00) as a security deposit (the “Security Deposit”) which Lessor shall hold as security for the full and faithful performance by Lessee of every term,
provision, obligation and covenant under this Lease and subject to the terms and conditions of this Lease. The Security Deposit shall be paid upon execution
of this Lease. The Security Deposit may be deposited by Lessor into an interest-bearing account, which interest shall accrue for the sole benefit of Lessor and
not Lessee. The Security Deposit shall not be considered an advance payment of Rent (or of any other sum payable by Lessee under this Lease) or a measure
of Lessor’s damages in case of a default by Lessee. Lessor shall have no obligation to maintain the Security Deposit separate and apart from Lessor’s general
and/or other funds. If (i) Lessee defaults beyond the applicable notice and/or cure period in respect of any of the terms, provisions, covenants and conditions
of this Lease or (ii) a Related Lease Affiliate defaults beyond the applicable notice and/or cure period in respect of any of the terms, provisions, covenants
and conditions of any Related Lease, Lessor may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to
Lessor, apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Lessor may expend or be required to expend
by reason of such default, including but not limited to, any damages or deficiency in reletting the Premises. Whenever, and as often as, Lessor has applied any
portion of the Security Deposit to cure a default (as described in the preceding sentence), Lessee shall, within ten (10) days after Notice from Lessor, deposit
additional money with Lessor sufficient to restore the Security Deposit to the full amount then required to be deposited with Lessor, and Lessee’s failure to do
so shall constitute an Event of Default without any further Notice. If Lessor transfers or assigns its interest under this Lease, Lessor shall assign the Security
Deposit to the new lessor and thereafter Lessor shall have no further liability for the return of the Security Deposit, and Lessee agrees to look solely to the new
lessor for the return of the Security Deposit. Lessee agrees that it will not assign or encumber or attempt to assign or encumber the Security Deposit and that
Lessor, its successors and assigns may return the Security Deposit to the last lessee in possession of the Premises at the last address for which Notice has given
by such lessee and that Lessor thereafter shall be relieved of any liability therefor, regardless of one or more assignments of this Lease or any such actual or
attempted assignment or encumbrances of the Security Deposit. The Security Deposit shall be returned by Lessor to the last lessee in possession of the
Premises as required by applicable law following the Termination Date.
 

4 .    Late Charges. The late payment of Rent or other amounts due under this Lease will cause Lessor to lose the use of such money and incur
administrative and other expenses not contemplated under this Lease. While the exact amount of the foregoing is difficult to ascertain, the parties agree that
as a reasonable estimate of fair compensation to Lessor, if Rent or any other amount is not paid within (a) five (5) business days after the due date for such
payment, then Lessee shall thereafter pay to Lessor on demand a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) business
days after the
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due date for such payment, such unpaid amount shall accrue interest from such date at the rate of eight percent (8%) per annum (the “Agreed Rate”).

5 .    Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges shall be prorated. Lessor shall
promptly forward to Lessee copies of all bills and payment receipts for Taxes or Other Charges received by it. Throughout the Term, Lessee shall pay and
discharge (including the filing of all required returns), prior to delinquency or imposition of any fine, penalty, interest or other cost (“Penalty”), (a) “Taxes”,
consisting of any real property and other taxes and assessments levied or assessed with respect to the Premises (excluding income taxes, franchise taxes, estate
taxes, transfer taxes and/or gross receipts taxes that may be imposed upon Lessor), and (b) “Other Charges”, consisting of any utilities and other costs and
expenses of the Facility or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the
Term. Lessee shall pay the foregoing prior to delinquency and before any Penalty, but may pay the foregoing in permitted installments (whether or not
interest accrues on the unpaid balance). Within ten (10) days of its receipt of Lessor’s written notice of payment, Lessee shall pay Lessor an amount equal to
any Taxes or Penalty that Lessor at any time is assessed or otherwise becomes responsible and for which Lessee is liable under this Lease. However, nothing
in this Lease shall obligate Lessee to pay penalties incurred as a result of Lessor’s failure to timely forward bills to Lessee.

5.1    Protests. Lessee has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole or in part (a) the amount
or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined in Section 8.1), by appropriate proceedings
sufficient to (i) prevent the collection or other realization of such Taxes, Other Charges or Liens, or (ii) prevent the sale, forfeiture or loss of any portion of the
Premises, or (iii) prevent the forfeiture of Rent to satisfy such Taxes, Other Charges or Liens (so long as it provides Lessor with reasonable security to assure
the foregoing). If Lessee commences a Protest, Lessee shall diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other
Charges or Lien. Lessor shall cooperate in any Protest that involves an amount assessed against the Premises.

5 . 2    Impound. If required by a Facility Mortgagee (as hereinafter defined) or upon Lessor’s written notice to Lessee during the Term,
Lessor may require Lessee to pay with each Rent payment a deposit of one-twelfth (1/12th) of the amount required to discharge the annual amount of real
property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The deposits shall not bear interest nor be held by
Lessor in trust or as an agent of Lessee, but rather shall be applied to the payment of the related obligations. If at any time within thirty (30) days prior to the
due date the deposits shall be insufficient for the payment of the obligation in full, Lessee shall within ten (10) days after demand deposit the deficiency with
Lessor. If deposits are in excess of the actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any
such excess as of the Termination Date shall be refunded to Lessee. Lessee shall forward to Lessor or its designee all Tax bills, bond and assessment
statements promptly upon receipt. If Lessor transfers this Lease, it shall transfer all such deposits to the transferee, and Lessor shall thereafter have no liability
of any kind with respect thereto.

5 .3    Tax Treatment; Reporting . Lessor and Lessee shall treat this transaction as a true lease for state law purposes and shall report this
transaction as a lease for Federal income tax purposes.  For Federal income tax purposes each shall report this lease as a true lease with Lessor as the owner of
the Premises and Lessee as the lessee of such Premises including: (a) treating Lessor as the owner of the property eligible to claim depreciation deductions
under Section 167 or 168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises, (b) Lessee reporting its Rent payments as rent
expense under Section 162 of the Code, and (c) Lessor reporting the Rent payments as rental income. For the avoidance of doubt, nothing in this Lease shall
be deemed to constitute a guaranty, warranty or representation by either Lessor or Lessee as to the actual treatment of this transaction for state law purposes
and for federal income tax purposes.

6 .    Insurance. All insurance provided for in this Lease shall (i) be maintained under valid and enforceable policies issued by insurers licensed and
approved to do business in the state where the Facility is located, (ii) name Lessor as an additional insured (excluding the worker’s compensation coverage)
and, for the property insurance policies, as the owner, (iii) be on an “occurrence” basis, or if claims made, include a provision whereby tail coverage costs are
specified upon policy inception, (iv) cover all of Lessee’s operations at the Facility, (v) provide that the policy may not be canceled except upon not less
than thirty (30) days’ prior written notice to Lessor and (vi) be primary and provide that any insurance with respect to any portion of the Premises maintained
by Lessor is excess and noncontributing with Lessee’s insurance. The property policy(ies) shall also name the Lessor and all Facility Mortgagees as loss
payees. The parties hereby waive as to each other all rights of subrogation which any insurance carrier, or either of them, may have by reason of any provision
in any policy issued to them, provided such waiver does not thereby invalidate such policy. Original policies or satisfactory insurer certificates evidencing
the existence of the insurance required by this Lease and showing the interest of Lessor and all Facility Mortgagees shall be provided to Lessor prior to the
Commencement Date or, for a renewal policy, not less than ten (10) days prior to the expiration date of the insurance policy being renewed. If Lessor is
provided with a certificate, it may demand that Lessee provide a complete copy of the related policy within thirty (30) days. Lessee may satisfy the insurance
requirements hereunder through coverage under so-called blanket policy
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(ies) of insurance carried and maintained by Lessee regarding other operations or facilities; provided, however, that the coverage afforded Lessor will not be
reduced or diminished or otherwise be different from that which would exist under a separate policies of insurance meeting all other requirements of this
Lease by reason of the use of such blanket policies of insurance. During the Term, Lessee shall maintain the following insurance and any claims thereunder
shall be adjudicated by and at the expense of it or its insurance carrier:

(a)    Property Insurance with respect to the Facility against loss or damage from all causes under standard “all risk” property
insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be
no co-insurance penalty), without exclusion for fire, lightning, windstorm, explosion, smoke damage, vehicle damage, sprinkler leakage, flood (if the Facility
is located in a special flood zone for which flood insurance is required), vandalism, earthquake, malicious mischief and any other risks normally covered
under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the Facility and all Lessor and Lessee Personal
Property associated therewith (including the cost of compliance with changes in zoning and building codes and other laws and regulations, demolition and
debris removal and increased cost of construction). Notwithstanding anything contained in this Lease to the contrary, neither Lessor nor any Facility
Mortgagee shall be a loss payee with respect to Lessee Personal Property. Additionally, if the Facility contains steam boilers, steam pipes, steam engines,
steam turbines or other high pressure vessels, insurance with an agreed amount endorsement (such that the insurance carrier has accepted the amount of
coverage and has agreed that there will be no co-insurance penalty), covering the major components of the central heating, air conditioning and ventilating
systems, boilers, other pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure against physical damage
to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b)    Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental value for a period not less
than twelve (12) months, covering perils consistent with the requirements of Section 6(a), and including either an agreed amount endorsement or a waiver of
any co-insurance provisions, so as to prevent Lessee, Lessor and any other insured thereunder from being a co-insurer, and providing that any covered loss
thereunder shall be payable to the Lessor;

(c)    Commercial General Public Liability Coverage with respect to the Facility (including products liability and broad form
coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility, affording the parties protection of not less than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Lessor as additional insured;

(d)    Professional Liability Coverage with respect to the Facility, providing for claims specifically relating to patient care and
services provided by the Facility staff, its’ contractors and all related parties, to include coverage of medical directors with regard to their administrative
duties provided to the Facility, with limits of not less than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Lessor as an additional
insured. If such coverage is purchased on a claims made basis, upon the Termination Date, Lessee must purchase tail coverage extending through the statute
of limitations;

(e)    Worker’s Compensation and Employers Liability Insurance  with respect to the Facility for losses sustained by Lessee’s
employees in the course and scope of their employment, as well as volunteers, and otherwise consistent with all applicable state law and meeting all other
legal requirements;

(g)    Deductibles/Self-Insured Retentions for each of the above policies shall not be greater than One Hundred Thousand Dollars
($100,000.00); provided, however, that if the Facility is located within a high risk area, the deductible for windstorm coverage may be three percent (3%) of
the insured value. If required by a Facility Mortgagee, Lessor shall have the right to require a lower deductible amount or set higher policy limits, to the
extent commercially available.

7.    Use, Regulatory Compliance and Preservation of Business.

7.1    Permitted Use; Qualified Care. Lessee shall continuously use and occupy the Facility during the Term as a skilled nursing facility
with not less than the number of licensed beds set forth in the Recitals hereto and for ancillary services relating thereto, but for no other purpose. Lessee shall
not be in default of the foregoing requirement at any time when Lessee is prevented from use or occupancy of the Facility due to the need to repair damage
from a casualty, or during renovations by Lessee. Lessee shall provide care, treatment and services to all residents of the Facility in a manner consistent with
all applicable laws. Notwithstanding any common law or statutory right, Lessee and Lessor each agree not to transfer, move or otherwise take action that
reduces licensed bed complement of the Facility and Lessee and Lessor each agree not to take any of the licensed beds out of service or move the beds to a
different location.
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7.2    Regulatory Compliance. During the Term, Lessee, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the Facility. To the extent
applicable, Lessee shall comply in all material respects with all Medicare, Medicaid and other third-party payor certification requirements, including timely
filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that the Facility continues to be fully
certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is returned to Lessor, all without any suspension,
revocation, decertification or other material limitation of such certification. Further, Lessee shall not commit any act or omission that would in any way
materially violate any certificate of occupancy affecting the Facility, result in closure of the Facility or result in the sale or transfer of all or any portion of any
related certificate of need (if applicable), bed rights or other similar certificate or license at the Facility. During the Term, all inspection fees, costs and charges
associated with a change of such licensure or certification shall be borne solely by Lessee. Notwithstanding anything to the contrary contained in this Lessee,
Lessee shall have the right to protest or appeal any licensing and other laws and all covenants, conditions, restrictions and other use or maintenance
requirements applicable to the Facility and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements. Lessor
agrees to cooperate with Lessee provided that Lessor does not incur any out-of-pocket expenses in connection therewith that are not reimbursed by Lessee.
During the Term, Lessor shall not have the right to change the licensure or certifications applicable to the Facility, or to assign any such licensure or
certifications to any third party.

8.    Acceptance, Maintenance, Upgrade, Alteration and Environmental.

8.1    Acceptance “AS IS”; No Liens. Lessee acknowledges that it is presently engaged in operations similar to those to be conducted at the
Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied on any representations or warranties, express or implied, of
any kind from Lessor, except as expressly set forth in this Lease. Lessee has investigated the Premises, has selected the Premises to its own specifications, has
concluded that no improvements or modifications to them are required in order to operate the Facility, and accepts the Facility and the Premises on an “AS
IS” basis and assumes all responsibility and cost for the correction of any observed or unobserved deficiencies or violations. Notwithstanding its right to
Protest set forth in Section 5.1, Lessee shall not cause or permit any lien, levy or attachment to be placed or assessed against any portion of the Premises or the
operation thereof (a “Lien”) for any reason, provided that nothing in this Lease shall require Lessee to keep the Premises free of liens that may be filed as a
result of Lessor’s action or omissions.

In order to induce Lessee to enter into this Lease, Lessor warrants and represents to Lessee as of the Commencement Date, that to Lessor’s knowledge
without inquiry or investigation, the following: (i) the Facility is suitable for the operation of the existing use as a skilled nursing facility; (ii) the Facility is
not in violation of the provisions of any applicable building code, zoning code, fire regulation or any other law, ordinance, order or regulation and Lessor has
no knowledge of any facts which would give rise to the same; and (iii) Lessor has good and marketable fee simple title to the Premises.

After the Execution Date of this Lease, Lessee shall be entitled to have the Premises inspected by a third party inspector and to have a property
condition assessment report prepared with respect to the Premises. Lessor and Lessee shall agree upon certain items of deferred maintenance at the Facility
(and the cost to complete such items) that Lessor shall complete at its sole expense prior to the Commencement Date (collectively, the “Deferred
Maintenance Items”). If Lessor does not complete the Deferred Maintenance Items prior to the Commencement Date, at Lessee’s election, either (i) the funds
to complete such Deferred Maintenance Items shall be paid to Lessee by Lessor and used by Lessee to complete such items (and if Lessor fails to deliver such
funds to Lessee within five (5) days after Lessee’s written request for the same, Lessee may advance such funds on behalf of Lessor and thereafter Lessor shall
reimburse Lessee for such funds within five (5) days after Lessee’s written request for reimbursement), or (ii) Lessee may terminate this Lease upon written
notice to Lessor. Notwithstanding any provision of this Lease, if the parties are unable to agree upon the Deferred Maintenance Items prior to the
Commencement Date, either party may terminate this Lease upon written notice to the other party.

8 .2    Lessee’s Maintenance Obligations. Lessee shall (a) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (b) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary and extraordinary,
foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial compliance with all applicable
requirements and laws relating to the business conducted thereon, including if applicable, certification for participation in Medicare and Medicaid, and (c)
keep and maintain all Lessor Personal Property listed in this Lease and Lessee Personal Property in good condition, ordinary wear and tear excepted, and
repair and replace such property consistent with prudent industry practice as required under this Lease. The funds held in escrow in the Improvements
Account shall be made available to Lessee for Lessee’s use in connection with the obligations set forth in this Section.

8 . 3    Alterations by Lessee. Lessee may alter, improve, exchange, replace, modify or expand (collectively, “ Alterations”) the Facility,
equipment or appliances on the Premises from time to time as it may determine is desirable for the
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continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand Dollars ($100,000.00) with
respect to the Facility in any rolling twelve (12) month period shall require Lessor’s prior written consent, which shall not be unreasonably withheld, delayed,
or conditioned. All Alterations shall immediately become a part of the Premises and the property of Lessor subject to this Lease, and the cost of all Alterations
or other purchases, whether undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall be borne solely by
Lessee. All Alterations shall be constructed in a good and workmanlike manner in compliance with all applicable laws and the insurance required under this
Lease. The funds held in escrow in the Improvements Account shall be made available to Lessee for Lessee’s use in connection with any Alterations made by
Lessee. Notwithstanding the foregoing, Lessor consent is not required (but Lessee shall provide notice thereof to Lessor) for any Alteration that is (i) required
by applicable law or by any insurance underwriter, or (ii) necessary for the health, welfare and safety of the residents.

8.4    Hazardous Materials. Lessee’s use of the Premises shall comply with all Hazardous Materials Laws. If any Environmental Activities
occur or are suspected to have occurred in violation of any Hazardous Materials Laws by Lessee during the Term or if Lessee has received notice of any
Hazardous Materials Claim against any portion of the Premises as a result of Lessee’s acts or omissions during the Term, Lessee shall promptly obtain all
permits and approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and upon Lessor’s
approval of the remediation plan, remedy any such problem to the reasonable satisfaction of Lessor and all applicable governmental authorities, in
accordance with all Hazardous Materials Laws and good business practices. During the Term, Lessee shall promptly advise Lessor in writing of (a) any
Environmental Activities in violation of any Hazardous Materials Laws; (b) any Hazardous Materials Claims against Lessee or any portion of the Premises;
(c) any remedial action taken by Lessee in response to any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the
Premises in violation of any Hazardous Materials Laws; (d) Lessee’s discovery of any occurrence or condition on or in the vicinity of any portion of the
Premises that materially increases the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all written communications to or
from Lessee, any governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any portion
of the Premises, including copies thereof. Lessor shall have the right, at Lessee’s sole cost and expense (including, without limitation, Lessor’s reasonable
attorneys’ fees and costs) and with counsel chosen by Lessor, to join and participate in, as a party if it so elects, any legal proceedings or actions initiated in
connection with any Hazardous Materials Claims. Lessor represents and warrants to Lessee that to Lessor’s knowledge, without inquiry or investigation, there
are no pending claims or causes of action arising out or relating to the Facility or the Premises as of the Commencement Date. Lessee shall not have any
obligations or liabilities with respect to any existing conditions or matters relating to the Facility or the Premises as of the Commencement Date.

9 .    Lessee Property. Lessee shall obtain and install all items of furniture, fixtures, supplies and equipment not included as Lessor Personal
Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease (“Lessee Personal Property”, which
collectively with the “Lessee Intangible Property” shall be referred to herein as “Lessee Property”.) As used herein, “Lessee Intangible Property” means all
the following at any time owned by Lessee in connection with its use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds
thereof; rents, profits, income or revenue derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts
with residents, employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges for
periods of time during the Term; and licenses and permits necessary or desirable for Lessee’s use of any portion of the Premises, including licensed Medicaid
beds (if applicable). Except as may be allowed under common law, Lessor shall have no lien or security interest in or to the Lessee Intangible Property, and
any such common law lien or security interest of Lessor shall be subordinate to the lien and security interest of any third party lender providing to Lessee a
working capital line of credit, whether such working capital line of credit exists as of the Commencement Date or future working capital lines of credit, and
no further instrument of subordination shall be required. Notwithstanding the foregoing, Lessor does hereby subordinate any and all lien rights which Lessor
may now have or hereinafter acquire (whether provided under this Lease, applicable statutes, common law, or otherwise) in all furniture, fixtures, equipment,
chattels, inventory, and other personal property of Lessee which may be located in the Premises (including, without limitation, all accounts receivable of
Lessee), to all lien rights, and security interests which may be held by any seller, lessor, or lending institution which (i) provides financing to Lessee secured
by any of such items, or (ii) provides such items or the funds to purchase or lease the same. This subordination provision is hereby declared by Lessor and
Lessee to be self-operative and no further instrument shall be required to effect such subordination of Lessor's lien rights; provided, however, that Lessor
shall promptly execute any and all documentation which may be reasonably requested to confirm the subordination of Lessor's lien rights in relation to said
items.

1 0 .    Financial, Management and Regulatory Reports. Lessee shall provide Lessor with the reports listed in Exhibit “D” at the time described
therein, and such other information about it or the operations of the Facility as Lessor may reasonably request from time to time, including such information
requested in connection with any financing of the Premises sought by Lessor. All financial information provided by Lessee shall be prepared in accordance
with generally accepted accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xlsx”
spreadsheets
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created using Microsoft Excel (2003 or newer editions). If Lessee or any Affiliate becomes subject to any reporting requirements of the Securities and
Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Lessor such reports as are delivered pursuant to applicable securities laws.
Similarly, should Lessor or its parent, AdCare Health Systems, Inc., be subject to any particular reporting requirements of the SEC during the Term for which
it needs reports, documentation or other information from Lessee, Lessee agrees to deliver such reports, documentation and information within ten (10) days
after Lessor’s request for the same. Lessor shall comply with all requirements of applicable law with respect to any such information provided by Lessee,
including, without limitation, the Health Insurance Portability and Accountability Act of 1996 and its implementing regulations as amended by the Health
Information Technology for Economic and Clinical Health Act (“HIPAA”).

11 .    Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other documents executed or to
be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is duly organized, validly existing and in good
standing under the laws of the state of its formation and is duly authorized and qualified to perform this Lease within the state where the Facility is located;
and (c) neither this Lease nor any other document executed or to be executed in connection herewith violates the terms of any other agreement of such party
and will not result in a breach of or default by Lessor under any term or provision of any law, order, writ, decree, contract, agreement or other instrument to
which the party is a party or to which the party or the Facility is subject.

12.    Events of Default. So long as there is no Event of Default, Lessee shall peaceably and quietly have, hold and enjoy the Premises for the Term,
free of any claim or other action not caused or created by Lessee or pursuant to Sections 16 or 17. The occurrence of any of the following events will
constitute an “Event of Default” on the part of Lessee, and there shall be no cure period therefor except as otherwise expressly provided:

(a) Lessee’s failure to pay within ten (10) days of when due any Rent, Taxes, Other Charges or other required payments;
(b) (i) The revocation, suspension or material limitation of any license required for the operation of the Facility or the

certification of the Facility for provider status under Medicare or Medicaid, if applicable, which does not result in the closure of the Facility and which is
not cured within sixty (60) days of the date of such revocation, suspension or limitation ; (ii) the closure of the Facility; (iii) the sale or transfer of all or
any portion of any certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for a skilled nursing facility and for ancillary services relating thereto;

(c) Any other material suspension, termination or restriction placed upon Lessee, the Facility or the ability to admit
residents or patients (e.g., an admissions ban or non-payment for new admissions by Medicare or Medicaid resulting from an inspection survey, if
applicable) which does not result in the closure of the Facility and which is not cured within sixty (60) days of the date of such suspension, termination or
restriction;

(d) Any misrepresentation by Lessee under this Lease or material misstatement or omission of fact in any written report,
notice or communication from Lessee to Lessor which is not remedied within thirty (30) days after written notice from Lessor to Lessee;

(e) The failure to perform or comply with the provisions of Sections 6 or 15;

(f) (i) Lessee shall generally not pay its debts as they become due, or shall admit in writing its inability to pay its debts
generally, or shall make an assignment of all or substantially all of its property for the benefit of creditors; or (ii) a receiver, trustee or liquidator shall be
appointed for Lessee or any of its property, if within five (5) business days of such appointment Lessee does not inform Lessor in writing that they intend
to cause such appointment to be discharged or such discharge is not diligently prosecuted to completion within sixty (60) days after the date of such
appointment; (iii) the filing by Lessee of a voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any
arrangement or other debtor’s relief; or (iv) the involuntary filing of such a petition against Lessee by any other party, unless Lessee within five (5)
business days of such filing informs Lessor in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and such
petition is dismissed within one hundred twenty (120) days after filing; or

(g) The failure to perform or comply with any provision of this Lease not requiring the payment of money unless (i) within
three (3) business days of Lessee’s receipt of a notice of default from Lessor, Lessee gives Lessor notice of its intent to cure such default; and (ii) Lessee
cures it either (x) within thirty (30) days after such notice from Lessor or (y) if such default cannot with due diligence be so cured because of the nature of
the default or delays beyond the control of Lessee and cure after such period will not have a material adverse effect upon the Facility, then such default
shall not constitute an Event of Default if Lessee uses its commercially reasonable efforts to cure such default by promptly commencing and diligently
pursuing such cure to the completion thereof and cures it within ninety (90) days after such notice from Lessor.
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13 .    Remedies. Upon the occurrence of an Event of Default, Lessor may exercise all rights and remedies under this Lease and the laws of the state
where the Facility is located that are available to a Lessor of real and personal property in the event of a default by its Lessee, and as to the Lessee Property,
all remedies granted under the laws of such state to a secured party under its Uniform Commercial Code. Lessor shall have no duty to mitigate damages unless
required by applicable law and Lessor shall not be responsible or liable for any failure to relet the Premises or to collect any rent due upon any such reletting.
Upon the occurrence of an Event of Default, Lessee shall pay Lessor, promptly upon demand, all reasonable expenses incurred by it in obtaining possession
and reletting any of the Premises, including reasonable fees, commissions and costs of attorneys, architects, agents and brokers.

1 3 .1    General. Without limiting the foregoing, Lessor shall have the right (but not the obligation) to do any of the following upon an
Event of Default: (a) sue for the specific performance of any covenant of Lessee as to which it is in breach; (b) enter upon any portion of the Premises,
terminate this Lease, dispossess Lessee from the Premises through appropriate legal procedures and/or collect money damages by reason of Lessee’s breach,
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Lessee under this Lease which
survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money damages as the same come due; and (d) (before or
after repossession of the Premises pursuant to clause (b) above and whether or not this Lease has been terminated) relet any portion of the Premises to such
Lessee(s), for such term(s) (which may be greater or less than the remaining balance of the Term), rent, conditions (which may include concessions or free rent)
and uses as it may determine in its sole discretion and collect and receive any rents payable by reason of such reletting. In the event of an acceleration of
Rent, all Rent which would be due and payable under this Lease as of the date of the Event of Default through the end of the then-current Term shall be
discounted at a rate equal to one (1) percentage point above the discount rate in effect on the date of payment (for a term most closely approximating the
remainder of the then-current Term) at the Federal Reserve Bank nearest the Premises, and which resulting amount shall be payable to Landlord in a lump
sum, it being understood that upon payment of such liquidated and agreed final damages, Lessee shall be released from further liability under this Lease with
respect to the period after the date of such payment. All rent collected by Lessor in connection with such reletting shall be applied against all Rent,
Additional Rent and other sums due from Lessee under this Lease.

1 3 . 2    Remedies Cumulative; No Waiver . No right or remedy herein conferred upon or reserved to Lessor or Lessee is intended to be
exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any other right or remedy given
hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall run concurrently with any provided by applicable
law. No failure of Lessor or Lessee to insist at any time upon the strict performance of any provision of this Lease or to exercise any option, right, power or
remedy contained herein shall be construed as a waiver, modification or relinquishment thereof as to any similar or different breach (future or otherwise) by
Lessee or Lessor, as applicable. Lessor’s receipt of and Lessee’s payment of any Rent or other sum due hereunder (including any late charge) with knowledge
of any breach shall not be deemed a waiver of such breach, and no waiver by Lessor of any provision of this Lease shall be effective unless expressed in a
writing signed by it.

13.3    Performance of Lessee’s Obligations. If Lessee at any time shall fail to make any payment or perform any act on its part required to
be made or performed under this Lease and not remedy the same within the applicable notice and/or cure period, then Lessor may, without waiving or
releasing Lessee from any obligations or default hereunder, make such payment or perform such act for the account and at the expense of Lessee after
delivering Lessee thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all such action as
may be reasonably necessary. No such entry shall be deemed an eviction of Lessee. All sums so paid by Lessor and all necessary and reasonable incidental
costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the performance of any such act by it, together with
interest at the Agreed Rate (as defined in Section 3 hereof) from the date of the making of such payment or the incurring of such costs and expenses, shall be
payable by Lessee to Lessor upon Lessor’s written demand therefor.

13.4    Lessor Default. Lessee may exercise all rights and remedies available under the laws of the state where the Facility is located in the
event of a default by Lessor under the terms of this Lease.

14.    Provisions on Termination.

14 .1    Surrender of Possession. On the Termination Date, Lessee shall deliver to Lessor or its designee possession of (a) the Facility and
associated Lessor Personal Property in a neat and clean condition and in as good a condition as existed at the date of Lessee’s possession and occupancy
pursuant to this Lease, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable) business at the Facility including, at
Lessee’s sole cost, any Alterations necessitated or imposed in connection with a change of ownership inspection survey for the transfer of operation of any
portion of the Premises to Lessor or its designee, provided that such Alterations are necessitated by Lessee’s use, occupancy and operations of the Facility
during the Term, and (c) all patient charts and resident records along with appropriate resident consents if necessary and copies
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of all of its books and records relating to the Facility and the Premises. Accordingly, Lessee shall not at any time during or after the Term seek to transfer,
surrender, allow to lapse, or grant any security interest or any other interest in and to the licenses, permits or certifications relating to the Facility or the
Premises, nor shall Lessee commit or omit any act that would jeopardize the Facility or any licensure or certification of the Facility. Lessee shall, at no cost to
Lessee, cooperate fully with Lessor or its designee in transferring or obtaining all necessary licenses and certifications for Lessor or its designee, and Lessee
shall comply with all reasonable requests for an orderly transfer of the Facility licenses, and Medicare and Medicaid certifications and possession at the time
of its surrender of the Premises to Lessor or its designee to operate the Facility. Subject to all applicable laws, Lessee hereby assigns, to the extent assignable,
effective upon the Termination Date, all rights to operate the Facility to Lessor or its designee, including all required licenses and permits and all rights to
apply for or otherwise obtain them relating to any portion of the Premises.

1 4 . 2    Removal of Lessee Personal Property. Provided that no Event of Default then exists, in connection with the surrender of the
Premises, Lessee may upon at least five (5) business days’ prior notice to Lessor remove from the Premises in a workmanlike manner all Lessee Personal
Property, leaving the Premises in good and presentable condition and appearance, including repair of any damage caused by such removal; provided that
Lessor shall have the right and option to purchase the Lessee Personal Property for its then net book value during such five (5) business day notice period, in
which case Lessee shall so convey the Lessee Personal Property to Lessor by executing a bill of sale in a form reasonably required by Lessor. If there is any
Event of Default then existing, Lessee may not remove any Lessee Personal Property from the Premises and instead will, on demand from Lessor, convey it to
Lessor for no additional consideration by executing a bill of sale in a form reasonably required by Lessor. Title to any Lessee Personal Property which is not
removed by Lessee as permitted above upon the Termination Date shall, at Lessor’s election, vest in Lessor; provided, however, that Lessor may remove and
store or dispose any or all of such Lessee Personal Property which is not so removed by Lessee without obligation or accounting to Lessee.

14.3    Management of Premises. Commencing on the Termination Date, Lessor or its designee, upon written notice to Lessee, may elect to
assume the responsibilities and obligations for the management and operation of the Facility and Lessee agrees to cooperate fully to accomplish the transfer
of such management and operation without interrupting the operation of the Facility. To the extent permitted by applicable law, Lessee agrees that Lessor or
its designee may operate the Facility under Lessee’s licenses and certifications pending the issuance of new licenses and certifications to Lessor or its
designee. Lessee shall not commit any act or be remiss in the undertaking of any act that would directly jeopardize any then existing licensure or certification
of the Facility, and Lessee shall, at no cost to Lessee, comply with all reasonable requests for an orderly transfer to the extent permitted by applicable law, of
any and all Facility and other licenses, Medicare and Medicaid certifications and possession of the Premises at the time of any such surrender. If Lessor or its
designee operates the Facility under the licenses and certifications held by Lessee, Lessor will do so at Lessor’s sole risk and Lessor shall indemnify and hold
Lessee harmless from and against any and all claims, causes of action, liabilities, expenses, and costs related to the operation of the Facility under such
licenses and certifications.

1 4 . 4    Holding Over. If Lessee shall for any reason remain in possession of the Premises after the Termination Date without Lessor’s
consent, such possession shall be a month-to-month tenancy during which time Lessee shall pay as rental on the first (1st) business day of each month one
hundred twenty-five percent (125%) of the monthly Base Rent payable with respect to the last Lease Year, plus all additional charges accruing during the
month and all other sums, if any, payable by Lessee pursuant to this Lease. Nothing contained herein shall constitute the consent, express or implied, of
Lessor to the holding over of Lessee after the Termination Date, nor shall anything contained herein be deemed to limit Lessor’s remedies. Notwithstanding
any provision hereof, if Lessee remains in possession of the Premises following the Termination Date at Lessor’s request, Base Rent due hereunder shall be
the then current Base Rent.

1 4 .5    Survival. All representations, warranties, covenants and other obligations of Lessee and Lessor under this Lease shall survive the
Termination Date.

15.    Certain Lessor Rights.

1 5 . 1    Entry and Examination of Records. Lessor and its representatives may enter any portion of the Premises with a representative
designated by Lessee at any reasonable time after at least forty-eight (48) hours’ notice to Lessee to inspect the Premises for compliance, to exhibit the
Premises for sale, lease or mortgaging, or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanics’ or materialmans’ lien law. No such entry shall unreasonably interfere with residents,
patients, patient care or the Lessee’s operations of the Facility. Lessor and its representatives shall abide by all rules and regulations governing nursing
facilities during any time when they are at the Premises. During normal business hours, Lessee will permit Lessor and its representatives, inspectors and
consultants to examine all contracts, books and financial and other records (wherever kept) relating to Lessee’s operations of the Facility. In consideration of
the time and expense to be incurred by Lessor with respect to its inspections
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of the Premises and the contracts, books and financial and other records relating to Lessee’s operations of the Facility, Lessee agrees to pay Lessor, an asset
management and professional services fee in the amount of $1,000.00 per calendar month during the Term of the Lease (the “Asset Management and
Professional Services Fee”). Such Asset Management and Professional Services Fee shall be in addition to, and not in lieu of, Lessee’s obligation to pay Rent
as set forth in this Lease. Lessor shall have the same remedies for the collection of the Asset Management and Professional Services Fee as Lessor has under
this Lease for the collection of Rent.

15.2    Grant Liens. This Lease shall be subordinate to the right, title, and interest of any lender or other party holding a security interest in
or a lien upon the Premises under any and all mortgage instruments or deeds to secure debt presently encumbering the Premises or the Facility and to any and
all other deeds to secure debt or mortgage instruments hereafter encumbering the Premises or the Facility. Lessee shall at any time hereafter, on demand of
Lessor or the holder of any such deed to secure debt or mortgage instrument, execute any instruments which may reasonably be required by such party for the
purpose of evidencing the subordination of this Lease to the lien or security of such party. Lessee shall, upon demand, at any time or times, execute,
acknowledge, and deliver to Lessor or the holder of any such instruments or deeds to secure debt, without expense, any and all documents that may be
reasonably necessary to make this Lease superior to the lien of any of the same. If the holder of any of said instruments or deeds to secure debt shall hereafter
succeed to the rights of Lessor under this Lease, Lessee shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and
recognize such successor as Lessee’s lessor under this Lease. Lessee shall promptly execute, acknowledge, and deliver any instrument that may be reasonably
necessary to evidence such attornment. Prior to the Commencement Date, Lessor shall obtain from any lender holding a lien on the Premises, a subordination,
non-disturbance and attornment agreement for the benefit of Lessee, in form and substance reasonably acceptable to Lessee (“SNDA”). The foregoing
provisions concerning the subordination of this Lease are subject to Lessee’s receipt of an SNDA.

1 5 .3    Estoppel Certificates. Lessor and Lessee shall, at any time upon not less than ten (10) business days’ prior written request by the
other party, have an authorized representative execute, acknowledge and deliver to Lessor or Lessee, as the case may be, or their designee a written statement
certifying (a) that this Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) to the party’s knowledge, that no default by either party exists or specifying any such default, and (d) as to such other matters as Lessor or
Lessee, as the case may be, may reasonably request.

15.4    Conveyance Release. If Lessor or any successor owner shall sell or transfer any portion of the Premises in accordance with this Lease,
they shall thereafter be released from all future liabilities and obligations hereunder first arising or accruing from and after the date of such conveyance or
other transfer, which instead shall thereupon be binding upon the new owner.

16.    Assignment and Subletting.

16.1    Except as otherwise expressly permitted in this Lease, without Lessor’s prior written consent, Lessee shall not assign this Lease, or
lease all or any part of the Premises, or permit the use of the Premises by any party other than Lessee. This prohibition includes an assignment or subletting to
or by a receiver or trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Lessee or a merger or other combination by Lessee or a sale of all or substantially all of Lessee’s assets in lieu thereof shall
be deemed an assignment or other transfer of this Lease. Notwithstanding any provision hereof, Lessee may assign this Lease to an Affiliate of Lessee
provided that (i) Lessee shall remain liable for all obligations of the lessee hereunder, (ii) Lessee shall provide at least thirty (30) days prior written notice to
Lessor of such assignment and (iii) if approval of such assignment is required by a Facility Mortgagee, such approval shall have been obtained.

1 7 .    Damage by Fire or Other Casualty. Lessee shall promptly notify Lessor of any damage or destruction of any portion of the Premises and
diligently repair or reconstruct such portion of the Premises to a like or better condition than existed prior to such damage or destruction. Any net insurance
proceeds payable with respect to the casualty shall be paid directly to Lessor and, if an Event of Default has not occurred hereunder, may be used for the
repair or reconstruction of the applicable portion of the Premises pursuant to Lessor's reasonable disbursement requirements and subject to the provisions of
the Facility Mortgage Documents and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Lessee shall
provide the required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Lessee.

Except as expressly provided in the last sentence of this paragraph, Lessee shall not have any right under this Lease, and hereby waives all rights
under applicable law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to Lessee, and Lessor does not pay to Lessee up to the
amount of such insurance proceeds in the event of a casualty,
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Lessee shall have no obligation to make any repairs to the Facility and Lessee shall have the right to terminate this Lease. Thereafter, this Lease shall be of no
further force or affect, except for any obligations or liability of any party hereunder that accrued on or prior to the date of the casualty. In the event of a
casualty that does not render the Facility unsuitable for its permitted use, Lessee, subject to Lessee’s receipt of funds as described in this Lease, shall restore
the Facility to substantially the same condition as existed immediately before the partial casualty in accordance with the provisions of this Section 17, and
the Rent shall be reduced on a pro rata basis based upon the number of beds removed from service and otherwise taking into consideration all relevant factors
affecting the Facility resulting from such partial casualty.

If the Facility is damaged and the damage is so extensive that more than fifty percent (50%) of the licensed beds for the Facility is damaged by fire or
other casualty and cannot be used in the opinion of Lessee, then Lessee shall have the right to terminate this Lease upon thirty (30) days written notice to
Lessor. All Rent shall be prorated to the date of such termination.

18.    Condemnation. Except as provided to the contrary in this Section 18, this Lease shall not terminate and shall remain in full force and effect in
the event of a taking or condemnation of the Premises, or any portion thereof, and Lessee hereby waives all rights under applicable law to abate, reduce or
offset rent by reason of such taking. If during the Term all or substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises
is taken or condemned by any competent public or quasi-public authority, then (a) in the case of a Complete Taking, Lessee may at its election made within
thirty (30) days of the effective date of such Taking, terminate this Lease and the current Rent shall be equitably abated as of the effective date of such
termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair Market Value of the
applicable portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a Partial Taking shall be as established pursuant to
Exhibit “E”. Lessor alone shall be entitled to receive and retain any award for a taking or condemnation other than a temporary taking; provided, however,
Lessee shall be entitled to submit its own claim in the event of any such taking or condemnation with respect to the value of Lessee’s leasehold interest in
any portion of the Premises and/or the relocation costs incurred by Lessee as a result thereof. In the event of a temporary taking of less than all or
substantially all of the Premises, Lessee shall be entitled to receive and retain any and all awards for the temporary taking and the Rent due under this Lease
shall be not be abated during the period of such temporary taking.

1 9 .    Indemnification. Lessee agrees to protect, indemnify, defend and save harmless Lessor, its members, managers, Affiliates, directors, officers,
shareholders, agents and employees from and against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or
damage (including consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any suits, claims or demands, on
account of any matter or thing, action or failure to act arising out of or in connection with this Lease, the Premises or the operations of Lessee on any portion
of the Premises, including, without limitation, (a) the breach by Lessee or any of its representations, warranties, covenants or other obligations hereunder, (b)
any Protest, (c) all known and unknown Environmental Activities on any portion of the Premises, Hazardous Materials Claims or violations by Lessee of a
Hazardous Materials Law with respect to any portion of the Premises, and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical nature identified by, and any liability assessed or asserted by, any government agency or Medicare or Medicaid as a result of or arising out of or in
connection with this Lease or the related change in ownership inspection and audit provided, that such liabilities resulted from Lessee’s use, occupancy and
operations of the Facility during the Term (including any refunds or overpayments to Medicare, Medicaid or any other third party payor).Upon receiving
knowledge of any suit, claim or demand asserted by a third party that Lessor believes is covered by this indemnity, it shall give Lessee notice of this matter.
Lessee shall then defend Lessor at Lessee’s expense (including Lessor’s reasonable attorneys’ fees and costs) with legal counsel satisfactory to Lessor. The
foregoing indemnity shall exclude any liability, expense, loss, cost, deficiency, fine, penalty or damage (including consequential or punitive damages) of
any kind or nature resulting due to acts or omissions of Lessor, its members, managers, Affiliates, directors, officers, shareholders, agents and employees.

Lessor agrees to protect, indemnify, defend and save harmless Lessee, its members, managers, Affiliates, directors, officers, shareholders, agents and
employees from and against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any suits, claims or demands, on account of any matter
or thing, action or failure to act arising out of or in connection with this Lease, the Premises or the operations of Lessor on any portion of the Premises prior to
the Commencement Date, including, without limitation, (a) the breach by Lessor or any of its representations, warranties, covenants or other obligations
hereunder, and (b) all known and unknown Environmental Activities on any portion of the Premises prior to the Commencement Date, Hazardous Materials
Claims or violations by Lessor of a Hazardous Materials Law with respect to any portion of the Premises. Upon receiving knowledge of any suit, claim or
demand asserted by a third party that Lessee believes is covered by this indemnity, it shall give Lessor notice of this matter. Lessor shall then defend Lessee
at Lessor’s expense (including Lessee’s reasonable attorneys’ fees and costs) with legal counsel satisfactory to Lessee. The foregoing indemnity shall exclude
any liability, expense, loss, cost, deficiency, fine, penalty or damage (including consequential or punitive damages) of any kind or nature resulting due to
acts or omissions of Lessee, its members, managers, Affiliates, directors, officers, shareholders, agents and employees.
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20 .    Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the prevailing party shall be
entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery, damages and costs, at all trial and appellate levels.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM BROUGHT BY
EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER WHATSOEVER ARISING OUT OF OR IN ANY WAY
CONNECTED WITH THIS LEASE, INCLUDING RELATIONSHIP OF THE PARTIES, LESSEE’S USE AND OCCUPANCY OF ANY PORTION OF
THE PREMISES, OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY REMEDY.

21 .    Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this Lease shall be in writing
and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or FedEx or similar generally recognized overnight
carrier regularly providing proof of delivery, addressed as follows:

If to Lessee:  If to Lessor:
   

Blue Ridge of Sumter LLC  AdCare Health Systems, Inc.
c/o Symmetry Healthcare Management  Two Buckhead Plaza
10800 Biscayne Boulevard, #200  3050 Peachtree Road NW, Suite 355
Miami, Florida 33161  Atlanta, Georgia 30305
Attention: Levi Rudd  Attention: CEO
   

With a copy to   
McDermott Will & Emery LLP   
333 Avenue of the Americas, Suite 4500   
Miami, Florida 33131-4336   
Attention: Gregg H. Fierman, Esq.   

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether accepted or refused)
shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return receipt or the carrier’s proof of delivery or, if
not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a party shall be deemed delivery to such party. Notice to any one co-
Lessee shall be deemed notice to all co-Lessees.

22.    Compliance with Facility Mortgage Documents

(a)    From time to time during the Term, Lessee agrees that to deliver to Lessor and its then current lender and/or a prospective
lender, any and all documentation reasonably required to obtain such lender’s approval of this Lease. Lessee further acknowledges and agrees that if (i) the
entering into of this Lease results in the Lessor’s lender as of the Commencement Date giving notice of default or (ii) such lender shall withhold its consent to
and approval of this Lease, then in either such event Lessor shall have the right to terminate this Lease immediately. Lessor agrees to seek such lender
approval promptly following the Execution Date and to use its commercially reasonable efforts to obtain such approval within thirty (30) days of the
Execution Date. Lessee agrees to promptly provide all information reasonably requested by such lender, including, without limitation, Lessee’s financial
information. If Lessor’s lender does not approve this Lease on or prior to the Commencement Date, then either party hereto shall have the right to terminate
this Lease and Lessor shall reimburse Lessee for the costs of a property condition report initiated by Lessee with respect to the Premises within five (5) days
after written request from Lessee to Lessor.
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(b)    If the Facility is at any time encumbered with a loan that is insured by the United States Department of Housing and Urban
Development (“HUD”; such loan being a “HUD Loan”), Lessee acknowledges that it shall deliver to Lessor, lender and HUD any and all documentation
required to obtain the approval of lender and HUD of this Lease.

(c)    Lessee acknowledges that any Facility Mortgage Documents executed by Lessor or any Affiliate of Lessor may impose
certain obligations on the “borrower” or other counterparty thereunder to comply with or cause the operator and/or lessee of a Facility to comply with all
representations, covenants and warranties contained therein relating to such Facility and the operator and/or lessee of such Facility, including, covenants
relating to (i) the maintenance and repair of such Facility; (ii) maintenance and submission of financial records and accounts of the operation of such
Facility and related financial and other information regarding the operator and/or lessee of such Facilities and such Facility itself; (iii) the procurement of
insurance policies with respect to such Facility; (iv) minimum occupancy, fixed coverage ratio or other Facility-related financial and/or performance
requirements, and (v) without limiting the foregoing, compliance with all applicable legal requirements relating to such Facility and the operation of the
business thereof. For so long as any Facility Mortgages encumber the Premises or any portion thereof or interest therein, Lessee covenants and agrees, at its
sole cost and expense and for the express benefit of Lessor, to operate the applicable Facility in strict compliance with the terms and conditions of the
Facility Mortgage Documents (other than payment of any indebtedness evidenced or secured thereby) and to timely perform all of the obligations of Lessor
relating thereto, or to the extent that any of such duties and obligations may not properly be performed by Lessee, Lessee shall cooperate with and assist
Lessor in the performance thereof (other than payment of any indebtedness evidenced or secured thereby); provided, however, notwithstanding any to the
contrary contained in this Lease, this Section 22(b) shall not (i) increase Lessee’s monetary obligations under this Lease, (ii) increase Lessee’s non-
monetary obligations under this Lease or (iii) diminish Lessee’s rights under this Lease. If any new Facility Mortgage Documents to be executed by Lessor
or any Affiliate of Lessor would impose on Lessee any obligations under this Section 22(b) (provided that all such obligations shall comply with the
restrictions set forth in the immediately preceding sentence), Lessor shall provide copies of the same to Lessee for informational purposes (but not for
Lessee’s approval) prior to the execution and delivery thereof by Lessor or any Affiliate of Lessor. Any obligations under the Facility Mortgage Documents
which are not required to be performed by Lessee as provided in this Lease shall be performed by Lessor. Lessor represents and warrants to Lessee that, prior
to the Commencement Date, Lessor has delivered to Lessee true, correct and complete copies of all existing Facility Mortgage Documents. During the
Term, Lessee acknowledges and agrees that, except as expressly provided elsewhere in this Lease, it shall undertake at its own cost and expense the
performance of any and all repairs, replacements, capital improvements, maintenance items and all other requirements relating to the condition of a
Facilities that are required by any Facility Mortgage Documents, and Lessee shall be solely responsible and hereby covenants to fund and maintain any
and all impound, escrow or other reserve or similar accounts required under any Facility Mortgage Documents as security for or otherwise relating to any
operating expenses of the Facilities including any capital repair or replacement reserves and/or impounds or escrow accounts for Taxes or insurance
premiums (each a “Facility Mortgage Reserve Account”); provided, however, notwithstanding any to the contrary contained in this Lease, this Section
22(c) shall not (i) increase Lessee’s monetary obligations under this Lease, (ii) increase Lessee’s non-monetary obligations under this Lease, or (iii)
diminish Lessee’s rights under this Lease. During the Term of this Lease and provided that no Event of Default shall have occurred and be continuing
hereunder, Lessee shall, subject to the terms and conditions of such Facility Mortgage Reserve Account and the requirements of the Facility Mortgagee(s)
thereunder, have access to and the right to apply or use (including for reimbursement) to the same extent of Lessor all monies held in each such Facility
Mortgage Reserve Account for the purposes and subject to the limitations for which such Facility Mortgage Reserve Account is maintained, and Lessor
agrees to reasonably cooperate with Lessee in connection therewith. Any amounts required to be funded in to the Facility Mortgage Reserve Account that
Lessee is not required to fund as provided in this Lease shall be funded by Lessor. If a Facility Mortgage Reserve Account is required with respect to any
capital repair or replacement reserves and/or impounds or escrow accounts, then Lessor shall immediately deliver to Lessee the balance of any funds in the
Improvements Account (excluding any funds in the Improvements Account representing the Lessor Contribution that has not previously been disbursed to
Lessee as provided in this Lease). Any initial required deposits to the Facility Mortgage Reserve Account shall be funded solely by Lessor at Lessor’s sole
expense.

2 3 .    Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to their fair meaning and
shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or construed to constitute an extension of credit
by Lessor to Lessee, if a portion of any payment made to Lessor is deemed to violate any applicable laws regarding usury, such portion shall be held by
Lessor to pay the future obligations of Lessee as such obligations arise and if Lessee discharges and performs all obligations hereunder, such funds will be
reimbursed (without interest) to Lessee on the Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder
shall nevertheless continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the delivery
of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or federal holiday, then such period
or date shall be extended until the immediately following business day. Whenever the words “ including”, “include” or “includes” are used in this Lease,
they shall be interpreted in a non-exclusive manner as though the words “without limitation” immediately followed. Whenever the words day or days are
used in this Lease,
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they shall mean “calendar day” or “calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of
reference only and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to any
“Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached hereto or to
“Medicare” or “Medicaid” include any successor program. If more than one Person is Lessee hereunder, their liability and obligations hereunder shall be
joint and several. Promptly upon the request of either party and at its expense, the parties shall prepare, enter into and record a suitable short form
memorandum of this Lease. This Lease (a) contains the entire agreement of the parties as to the subject matter hereof and supersedes all prior or
contemporaneous verbal or written agreements or understandings, (b) may be executed in several counterparts, (including electronically mailed copies in
portable document format (PDF)), each of which shall be deemed an original, but all of which shall constitute one and the same document, (c) may only be
amended by a writing executed by the parties, (d) shall inure to the benefit of and be binding upon the successors and permitted assigns of the parties, (e)
shall be governed by and construed and enforced in accordance with the internal laws of the State of South Carolina, (f) venue of any legal action arising
under or pursuant to this Lease shall be in the county where the premises are located, and (g) incorporates by this reference any Exhibits and Schedules
attached hereto.

24.    Intentionally Deleted.

25.    Intentionally Omitted.

2 6 .    Lessor’s Consent. Lessor agrees that all consents which are required for Lessee’s use and occupancy of the Premises in accordance with the
terms of this Lease shall be provided to Lessee in order to carry out the terms and the purpose of this Lease. In all instances in this Lease where consent of
this Lessor is required, Lessor shall not unreasonably withhold, condition or delay such consent.

2 7 .    Notice or Memorandum of Lease. Lessor agrees that upon the execution of this Lease, Lessee shall have the right to record a notice in the
public records of the counties where the Premise is located of the Lessee’s rights provided for herein, in the form attached hereto as Exhibit “F”, and
simultaneously with the execution of this Lease, Lessor shall execute and deliver an original of said notice to Lessee for recording.

28.    Cooperation by Lessor. Lessor agrees, at no cost to Lessor, to cooperate with Lessee in connection with all of Lessee’s applications for all
licenses, permits, certificates, and approvals necessary or required under applicable law for Lessee to use and operate the Facility as a skilled nursing facility.

29.    Brokers. Lessor and Lessee represent and warrant to each other that no brokerage commissions are due to any real estate broker in relation to
this Lease, and agree to indemnify and hold each other harmless for any damages, costs or legal fees which may be incurred as a result of any claims for such
commissions in contravention of the representations in this Section.

30.    Signs. Lessee may affix or place signs on the Premises, so long as the signs are authorized by applicable ordinances. The cost of installation of
such signs shall be at the sole expense of Lessee.

31.    Relationship of Parties. Nothing contained in this Lease shall be deemed or construed as creating the relationship of principal and agent or of
partnership or joint venture between the parties hereto, it being understood and agreed that neither the method of computing Rent nor any other provision
contained herein nor any acts of the parties hereto shall be deemed to create any relationship between the parties hereto other than that of landlord and
tenant.

[Signatures on Following Page]
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IN WITNESS WHEREOF, this Lease has been executed by Lessor and Lessee as of the date first written above.

                    

LESSOR:  
  

GEORGETOWN HC&R PROPERTY HOLDINGS, LLC
a Georgia limited liability company
  

By: /s/ William McBride
Name: William McBride
Title: Manager

                    

LESSEE:  
  

BLUE RIDGE IN GEORGETOWN LLC,
a South Carolina limited liability company
  

By: /s/ Levi Rudd
Name: Levi Rudd
Title: Blue Ridge in Georgetown LLC CEO
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EXHIBIT “A-1”
LEGAL DESCRIPTION
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EXHIBIT A-2
Lessor personal property

“Lessor Personal Property” means: (i) all personal property used in the operation or management of the Facilities, including machinery, equipment, furniture,

furnishings, beds, computers, signage, trade fixtures or other personal property and consumable inventory and supplies, including any and all such personal

property replaced by Lessee as set forth in the Lease, and (ii) all site plans, surveys, soil and substrata studies, architectural drawings, plans and specifications,

engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to the Facilities; provided, however, that Lessor Personal

Property shall not include: (a) any vehicles or computer software used in connection with the operation of the Facilities, or (b) any equipment Leased by

Lessee from third parties, which equipment is not a replacement of what would otherwise be Lessor Personal Property. Lessor’s Personal Property as of the

Execution Date shall include, without limitation, the items listed on the attached Schedule A-2.

EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common Control with the first
Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management and policies of that
Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage, release or disposal of
any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or any portion thereof and
securing an indebtedness of Lessor or any Affiliate of Lessor or any ground, building or similar Lease or other title retention agreement to which the Premises
or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit party or lessor under the
applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable Facility Mortgage, loan
or credit agreement, Lease, note, collateral assignment instruments, guarantees, indemnity agreements and other documents or instruments evidencing,
securing or otherwise relating to the loan made, credit extended, Lease or other financing vehicle pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable substances,
explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other materials, contaminants or pollutants
which pose a hazard to any portion of the Premises or to Persons on or about any portion of the Premises or cause any portion of the Premises to be in
violation of any Hazardous Materials Laws; (b) asbestos in any form which is friable; (c) urea formaldehyde in foam insulation or any other form; (d)
transformers or other equipment which contain dielectric fluid containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any
other more restrictive standard then prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law;
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(f) radon gas; and (g) any other chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may
or could pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property adjacent to or
surrounding any portion of the Premises, including, without limitation, any materials or substances that are listed in the United States Department of
Transportation Hazardous Materials Table (49 CFR 172.101) as amended from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory actions or orders
threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or threatened by any third party against any
portion of the Premises, Lessor or Lessee relating to damage, contribution, cost recovery compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the environment, health
and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.

 
EXHIBIT C

[LESSOR’S WIRE INSTRUCTIONS]
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EXHIBIT “C-1”
FAIR MARKET RENTAL

“Fair Market Rental” means, as of the date of determination, the fair market rental of the Premises at its highest and best use, operated as a business
consistent with the business to be operated pursuant to the terms of this Lease, that a willing, comparable, non‑equity Lessee (excluding release and
assignment transactions) would pay, and a willing, comparable Lessor of a comparable building located in the area in applicable geographical areas would
accept, at arm’s length, for buildings of comparable size and quality as the Premises, taking into account the age, quality and layout of the existing
improvements in the Premises and taking into account items that professional real estate appraisers customarily consider, including, but not limited to, rental
rates, availability of competing facilities, Lessee size and any Lease concessions, if any, then being charged or granted by Lessor or the lessors of such similar
facilities. The Fair Market Rental shall be in such amount as agreed to by the parties, or failing such agreement within ten (10) days of such date, as
established pursuant to the following appraisal process.

Each party shall within ten (10) days after written demand by the other select one MAI Appraiser to participate in the determination of Fair Market
Rental. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall select a third (3 rd) MAI Appraiser. The three (3) selected
MAI Appraisers shall each determine the Fair Market Rental of the Premises or applicable portion thereof within thirty (30) days of the selection of the third
appraiser. Lessee shall pay the fees and expenses of any MAI Appraiser retained pursuant to this Exhibit.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser selected by the other
party shall alone determine the Fair Market Rental of the Premises in accordance with the provisions of this Exhibit and the Fair Market Rental so determined
shall be binding upon the parties. If the MAI Appraisers selected by the parties are unable to agree upon a third (3 rd) MAI Appraiser within the time period set
forth in the foregoing paragraph, either party shall have the right to apply at their own expense to the presiding judge of the court of original trial jurisdiction
in the county in which the Premises or applicable portion thereof are located to name the third (3rd) MAI Appraiser.

Within five (5) days after completion of the third (3rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a majority of the MAI
Appraisers shall attempt to determine the Fair Market Rental of the Premises or applicable portion thereof. If a majority are unable to determine the fair
market value at such meeting, the three (3) appraisals shall be added together and their total divided by three (3). The resulting quotient shall be the Fair
Market Rental. If, however, either or both of the low appraisal or the high appraisal are more than ten percent (10%) lower or higher than the middle
appraisal, any such lower or higher appraisal shall be disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added
together and their total divided by two (2), and the resulting quotient shall be the Fair Market Rental. If both the lower appraisal and higher appraisal are
disregarded as provided herein, the middle appraisal shall be the Fair Market Rental. In any event, the result of the foregoing appraisal process shall be final
and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or applicable portion
thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or applicable portion thereof and holds the
Appraisal Institute’s MAI designation, or, if such organization no longer exists or certifies appraisers, such successor organization or such other organization
as is reasonably agreed upon by Lessee and Lessor.

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



EXHIBIT “D”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facilities consisting of:

(1)a reasonably detailed income statement showing, among other things, gross revenues;
(2)total patient days;
(3)occupancy; and
(4)payor mix.

(All via e-mail to _______________________) Thirty (30) days after the end of each calendar month

Quarterly consolidated or combined financial statements

of Lessee

(via e-mail to financials@adcarehealth.com)

Thirty (30) days after the end of each of the first three
quarters of the fiscal year of Lessee and such
Guarantor

Annual consolidated or combined financial statements

of Lessee audited by a reputable certified public accounting firm

(via e-mail to financials@adcarehealth.com)
Ninety (90) days after the fiscal year end of Lessee
and such Guarantor

Regulatory reports with respect to the Facilities, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection and
other reports received by Lessee as to any portion of the Premises and any portion of the Business,
including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations,

by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute or
regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Lessee or any portion of the Premises, the
operation of any portion of the Business or the ability to admit residents or patients; or
(3)any violation of any other permit, approval or certification in connection with any portion of the
Premises or any portion of the Business, by any federal, state or local authority, including Medicare
or Medicaid. Two(2) business days after  receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “E”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises and/or Facilities or applicable portion thereof on a specified date as agreed to by
the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each party shall within ten
(10) days after written demand by the other party select one MAI Appraiser to participate in the determination of Fair Market Value. For all purposes under
this Lease, the Fair Market Value shall be the fair market value of the Premises and/or Facilities or applicable portion thereof unencumbered by this Lease.
Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall select a third (3 rd) MAI Appraiser. The three (3) selected MAI
Appraisers shall each determine the Fair Market Value of the Premises and/or Facilities or applicable portion thereof within thirty (30) days of the selection of
the third appraiser. Lessee shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Lessor shall pay the fees and expenses of
any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI Appraiser selected by the respective
MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser selected by the other
party shall alone determine the fair market value of the Premises and/or Facilities or applicable portion thereof in accordance with the provisions of this
Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected by the parties are unable to agree upon a
third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either party shall have the right to apply to the presiding judge of the
court of original trial jurisdiction in the county in which the Premises and/or Facilities or applicable portion thereof are located to name the third (3rd) MAI
Appraiser. The cost of such application to the presiding judge shall be equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a majority of the MAI
Appraisers shall attempt to determine the fair market value of the Premises and/or Facilities or applicable portion thereof. If a majority are unable to determine
the fair market value at such meeting, the three (3) appraisals shall be added together and their total divided by three (3). The resulting quotient shall be the
Fair Market Value. If, however, either or both of the low appraisal or the high appraisal are more than ten percent (10%) lower or higher than the middle
appraisal, any such lower or higher appraisal shall be disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added
together and their total divided by two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are
disregarded as provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall be final
and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or applicable portion
thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or applicable portion thereof and is
certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the Society of Real Estate Appraisers, or, if such
organizations no longer exist or certify appraisers, such successor organization or such other organization as is approved by Lessor.

EXHIBIT “F”
MEMORANDUM OF LEASE

[TO BE ATTACHED]

SCHEDULE 1
RELATED LEASES

1. 1761 Pinewood Road
Sumter, South Carolina 29154
96 beds

2. 417 Mountain Trace Road
Sylva, North Carolina 28779
106 beds
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Exhibit 10.409

FIRST AMENDMENT TO LEASE AGREEMENT

THIS FIRST AMENDMENT TO LEASE AGREEMENT (the “Amendment”) is made and entered into as of the 20th day of March, 2015, by and
between GEORGETOWN HC&R PROPERTY HOLDINGS, LLC, a Georgia limited liability company (“Lessor”) and BLUE RIDGE IN
GEORGETOWN, LLC, a South Carolina limited liability company (“Tenant”).

W I T N E S S E T H:

WHEREAS, Lessor and Tenant are parties to that certain lease dated February 27, 2015 (the “Lease”), whereby Tenant leased certain improved
property located at 2175 South Island Road, Georgetown, South Carolina 29440; and

WHEREAS, Lessor and Tenant desire to amend the Lease as hereinafter set forth.
    
NOW, THEREFORE, for and in consideration of the sum of Ten and No/100 Dollars ($10.00) and other good and valuable consideration, paid by

each party to the other, the receipt and sufficiency of which are hereby acknowledged, and the mutual covenants and benefits flowing between the parties,
Lessor and Tenant, intending to be legally bound, do hereby covenant and agree as follows:

1 .    Capitalized Terms. Unless otherwise defined herein, all capitalized words and phrases used herein shall have the same meanings ascribed to
them in the Lease.

2.    Base Rent. Section 2.1 of the Lease is hereby deleted in its entirety and the following is inserted in lieu thereof:

2.1     Base Rent.

(a) Lease Year One. During first Lease Year, Base Rent shall be Twenty-Four Thousand and 00/100 Dollars ($24,000.00)
per month.

(b) Lease Years 2-15. Commencing on the first day of the second (2nd) Lease Year and continuing on the first day of each
Lease Year thereafter through the end of the Initial Term, the Base Rent due each Lease Year shall equal one hundred three percent (103%) of the Base
Rent payable for the immediately preceding Lease Year.

(c) Related Lease for Mountain Trace Facility . Notwithstanding the provisions of Section 2.1(a) and 2.1(b) above, if the
Related Lease for the facility located at 417 Mountain Trace Road, Sylva, North Carolina 28779 (the “Mountain Trace Facility”) does not commence on
or before June 1, 2015, the Base Rent due under this Lease shall increase by twenty percent (20%) over the Base Rent stated in Sections 2.1(a) and 2.1(b)
above and shall continue at such increased rate until the Related Lease for the Mountain Trace Facility commences.

3    Asset Management and Professional Services Fee. Section 15.1 of the Lease is hereby deleted in its entirety and the following is inserted in lieu
thereof:

15.1    Entry and Examination of Records. Lessor and its representatives may enter any portion of the Premises with a representative
designated by Lessee at any reasonable time after at least forty-eight (48) hours’ notice to Lessee to inspect the Premises for compliance, to exhibit
the Premises for sale, lease or mortgaging, or for any other reason; provided that no such notice shall be required in the event of an emergency, upon
an Event of Default or to post notices of non-responsibility under any mechanics’ or materialmans’ lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Lessee’s operations of the Facility. Lessor and its representatives shall abide by all rules and
regulations governing nursing facilities during any time when they are at the Premises. During normal business hours, Lessee will permit Lessor and
its representatives, inspectors and consultants to examine all contracts, books and financial and other records (wherever kept) relating to Lessee’s
operations of the Facility. In consideration of the time and expense to be incurred by Lessor with respect to its inspections of the Premises and the
contracts, books and financial and other records relating to Lessee’s operations of the Facility, Lessee agrees to pay Lessor, an asset management and
professional services fee in the amount of $1,000.00 per calendar month during the Term of the Lease (the “Asset Management and Professional
Services Fee”). Such Asset Management and Professional Services Fee
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shall be in addition to, and not in lieu of, Lessee’s obligation to pay Rent as set forth in this Lease. Lessor shall have the same remedies for the
collection of the Asset Management and Professional Services Fee as Lessor has under this Lease for the collection of Rent. Notwithstanding any
provision hereof, if the Related Lease for the Mountain Trace Facility does not commence on or before June 1, 2015, the Asset Management and
Professional Services Fee due under this Lease shall increase by twenty percent (20%) over that stated above and shall continue at such increased
rate until the Related Lease for the Mountain Trace Facility commences.

4 .    Agreement in Effect. Except as herein specifically provided, all other terms and provisions of the Lease shall remain in full force and effect, and
are hereby ratified and reaffirmed by the parties.

[SIGNATURES COMMENCE ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the undersigned have executed this Amendment as of the date first above written.

                    

LESSOR:  
  

GEORGETOWN HC&R PROPERTY HOLDINGS, LLC
a Georgia limited liability company
  

By: /s/ William McBride
Name: William McBride
Title: Manager

                    

LESSEE:  
  

BLUE RIDGE IN GEORGETOWN LLC,
a South Carolina limited liability company
  

By: /s/ Levi Rudd
Name: Levi Rudd
Title: Blue Ridge in Georgetown LLC CEO
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Exhibit 10.410

        
LEASE AGREEMENT

THIS LEASE AGREEMENT (this “Lease”) is entered into as of the 27th day of February, 2015 (the “Execution Date”) by and between SUMTER
VALLEY PROPERTY HOLDINGS, LLC, a Georgia limited liability company (“Lessor”) and BLUE RIDGE OF SUMTER LLC, a South Carolina limited
liability company (“Lessee”), for the improved real property described on Exhibit “A-1” and any and all improvements now or hereinafter located on such
real property, together with all parking and loading areas, all easements, rights of way, and other rights appurtenant thereto (collectively, the “ Premises”), on
which Premises is located that certain 96 bed skilled nursing facility located at 1761 Pinewood Road, Sumter, South Carolina 29154 commonly known as
“Sumter Valley Nursing and Rehab” (the “Facility”) including the “Lessor Personal Property” associated therewith described on Exhibit “A-2”. Certain
capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS

WHEREAS, Lessor desires to Lease the Premises to Lessee and Lessee desires to Lease the Premises from Lessor on the terms and conditions
hereinafter set forth; and

WHEREAS, Affiliates of Lessor desire to lease other facilities related to this transaction more particularly described in Schedule 1 to Affiliates of
Lessee (collectively, “Related Lease Affiliates”) pursuant to leases substantially similar to this Lease and dated concurrently herewith (collectively, the
“Related Leases”).

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Term. The initial term of this Lease is fifteen (15) years (the “Initial Term” ). A “Lease Year” is the twelve (12) month period
commencing on the Commencement Date (as defined below) and each anniversary thereof during each year of the Term. The Initial Term shall commence on
the first day of the month following the month in which Lessor has received copies of all licenses and other approvals issued to Lessee required by the State
in which the Facility is located but no later than April 1, 2015 (the “Commencement Date”) and shall end on the last day of the one hundred eightieth (180th)
full calendar month thereafter, and may be extended for two (2) separate renewal terms of five (5) years each (each a “Renewal Term”) if (a) at least one-
hundred eighty (180) days prior to the end of the Initial Term or the existing Renewal Term, as applicable, Lessee delivers to Lessor a “ Renewal Notice”
indicating that Lessee desires to exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (i) as of the date
Lessor receives the Renewal Notice or (ii) on the last day of the Initial Term or the existing Renewal Term, as applicable and (c) all Related Lease Affiliates
concurrently deliver appropriate Renewal Notices exercising renewal options for all Related Leases which have not been terminated in accordance with the
terms set forth therein. For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or Renewal Term (if any) or the earlier date on
which this Lease may be terminated as provided herein. For purposes hereof, “Term” shall mean the Initial Term together with any Renewal Term if exercised
by Lessee.

2. Rent. During the Term, Lessee shall pay in advance to Lessor on or before the 1 st day of each month the following amounts (hereinafter
Base Rent and Additional Rent are collectively referred to as “Rent”):

2.1    Base Rent.
(a) Lease Year One. During first Lease Year, Base Rent shall be Sixty-Four Thousand One Hundred Ninety-Three and

50/100 Dollars ($64,193.50) per month.
(b) Lease Years 2-15. Commencing on the first day of the second (2nd) Lease Year and continuing on the first day of each

Lease Year thereafter through the end of the Initial Term, the Base Rent due each Lease Year shall equal one hundred three percent (103%) of the Base
Rent payable for the immediately preceding Lease Year.

2 .2    Additional Rent. In addition to Base Rent, Lessee shall pay to Lessor “Additional Rent” in the amount of Forty-eight Thousand and
00/100 Dollars ($48,000.00) per Lease Year (96 total beds x $500/per bed). The Additional Rent shall be paid in equal monthly payments of $4,000.00, shall
remain the sole property of Lessee and shall be held by Lessor in a segregated interest bearing account (the “Improvements Account”) and shall be made
available by Lessor to Lessee, upon written request by Lessee to Lessor, for capital improvements and repairs to the Facility on an as-needed basis from time
to time during the Term as determined by Lessee. On or prior to the Commencement Date, Lessor shall deposit the sum of $75,000.00 (the “Lessor
Contribution”) into the Improvements Account, which funds shall be available for use by Lessee as provided in this Section. The
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funds representing the Lessor Contribution shall be considered the first funds disbursed to Lessee as provided in this Section until the Lessor Contribution
Funds have been fully disbursed to Lessee. On the Termination Date, the balance of any funds in the Improvements Account shall be delivered by Lessor to
Lessee.

2 . 3    Renewal Term Base Rent. To establish a fair market Base Rent for the Premises during a Renewal Term, the Base Rent for the
applicable Renewal Term shall be reset and expressed as an annual amount equal to the lesser of (a) the Fair Market Rental of the Premises as established
pursuant to Exhibit C-1, or (b) one hundred three percent (103%) of the Base Rent due for the immediately preceding Lease Year. Commencing with the
second (2nd) Lease Year of a Renewal Term, the Base Rent due each Lease Year shall equal one hundred three percent (103%) of the Base Rent payable for
the immediately preceding Lease Year. Notwithstanding any provision hereof, Base Rent for the first (1st) Lease Year of a Renewal Term shall not be less than
the Base Rent paid during the final Lease Year of the Initial Term or the final Lease Year of the first Renewal Term, as applicable.

2 .4    Absolute Net Lease. All Rent payments shall be absolutely net to Lessor, free or any and all Taxes (as defined below in Section 5),
Other Charges (as defined below in Section 5), and operating or other expenses of any kind whatsoever, all of which shall be paid by Lessee, except as
otherwise provided in this Lease. Lessee shall at all times during the Term remain obligated under this Lease without any right of set-off, counterclaim,
abatement, deduction, reduction or defense of any kind. Lessee’s sole right to recover damages against Lessor under this Lease shall be to prove such
damages in a separate action.

2 . 5    Payment Terms . All Rent and other payments to Lessor hereunder shall be paid by wire transfer in accordance with Lessor’s wire
transfer instructions attached hereto as Exhibit C, or as otherwise directed by Lessor from time to time.

3.    Security Deposit. Lessee shall deposit with Lessor and maintain during the Term the cash sum of Sixty-five Thousand and 00/100 Dollars
($65,000.00) as a security deposit (the “Security Deposit”) which Lessor shall hold as security for the full and faithful performance by Lessee of every term,
provision, obligation and covenant under this Lease and subject to the terms and conditions of this Lease. The Security Deposit shall be paid upon execution
of this Lease. The Security Deposit may be deposited by Lessor into an interest-bearing account, which interest shall accrue for the sole benefit of Lessor and
not Lessee. The Security Deposit shall not be considered an advance payment of Rent (or of any other sum payable by Lessee under this Lease) or a measure
of Lessor’s damages in case of a default by Lessee. Lessor shall have no obligation to maintain the Security Deposit separate and apart from Lessor’s general
and/or other funds. If (i) Lessee defaults beyond the applicable notice and/or cure period in respect of any of the terms, provisions, covenants and conditions
of this Lease or (ii) a Related Lease Affiliate defaults beyond the applicable notice and/or cure period in respect of any of the terms, provisions, covenants
and conditions of any Related Lease, Lessor may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to
Lessor, apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Lessor may expend or be required to expend
by reason of such default, including but not limited to, any damages or deficiency in reletting the Premises. Whenever, and as often as, Lessor has applied any
portion of the Security Deposit to cure a default (as described in the preceding sentence), Lessee shall, within ten (10) days after Notice from Lessor, deposit
additional money with Lessor sufficient to restore the Security Deposit to the full amount then required to be deposited with Lessor, and Lessee’s failure to do
so shall constitute an Event of Default without any further Notice. If Lessor transfers or assigns its interest under this Lease, Lessor shall assign the Security
Deposit to the new lessor and thereafter Lessor shall have no further liability for the return of the Security Deposit, and Lessee agrees to look solely to the new
lessor for the return of the Security Deposit. Lessee agrees that it will not assign or encumber or attempt to assign or encumber the Security Deposit and that
Lessor, its successors and assigns may return the Security Deposit to the last lessee in possession of the Premises at the last address for which Notice has given
by such lessee and that Lessor thereafter shall be relieved of any liability therefor, regardless of one or more assignments of this Lease or any such actual or
attempted assignment or encumbrances of the Security Deposit. The Security Deposit shall be returned by Lessor to the last lessee in possession of the
Premises as required by applicable law following the Termination Date.

4 .    Late Charges. The late payment of Rent or other amounts due under this Lease will cause Lessor to lose the use of such money and incur
administrative and other expenses not contemplated under this Lease. While the exact amount of the foregoing is difficult to ascertain, the parties agree that
as a reasonable estimate of fair compensation to Lessor, if Rent or any other amount is not paid within (a) five (5) business days after the due date for such
payment, then Lessee shall thereafter pay to Lessor on demand a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) business
days after the due date for such payment, such unpaid amount shall accrue interest from such date at the rate of eight percent (8%) per annum (the “Agreed
Rate”).

5 .    Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges shall be prorated. Lessor shall
promptly forward to Lessee copies of all bills and payment receipts for Taxes or Other Charges
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received by it. Throughout the Term, Lessee shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition of any
fine, penalty, interest or other cost (“Penalty”), (a) “Taxes”, consisting of any real property and other taxes and assessments levied or assessed with respect to
the Premises (excluding income taxes, franchise taxes, estate taxes, transfer taxes and/or gross receipts taxes that may be imposed upon Lessor), and (b)
“Other Charges”, consisting of any utilities and other costs and expenses of the Facility or any portion of the Premises and all other charges, obligations or
deposits assessed against any portion of the Premises during the Term. Lessee shall pay the foregoing prior to delinquency and before any Penalty, but may
pay the foregoing in permitted installments (whether or not interest accrues on the unpaid balance). Within ten (10) days of its receipt of Lessor’s written
notice of payment, Lessee shall pay Lessor an amount equal to any Taxes or Penalty that Lessor at any time is assessed or otherwise becomes responsible and
for which Lessee is liable under this Lease. However, nothing in this Lease shall obligate Lessee to pay penalties incurred as a result of Lessor’s failure to
timely forward bills to Lessee.

5.1    Protests. Lessee has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole or in part (a) the amount
or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined in Section 8.1), by appropriate proceedings
sufficient to (i) prevent the collection or other realization of such Taxes, Other Charges or Liens, or (ii) prevent the sale, forfeiture or loss of any portion of the
Premises, or (iii) prevent the forfeiture of Rent to satisfy such Taxes, Other Charges or Liens (so long as it provides Lessor with reasonable security to assure
the foregoing). If Lessee commences a Protest, Lessee shall diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other
Charges or Lien. Lessor shall cooperate in any Protest that involves an amount assessed against the Premises.

5 . 2    Impound. If required by a Facility Mortgagee (as hereinafter defined) or upon Lessor’s written notice to Lessee during the Term,
Lessor may require Lessee to pay with each Rent payment a deposit of one-twelfth (1/12th) of the amount required to discharge the annual amount of real
property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The deposits shall not bear interest nor be held by
Lessor in trust or as an agent of Lessee, but rather shall be applied to the payment of the related obligations. If at any time within thirty (30) days prior to the
due date the deposits shall be insufficient for the payment of the obligation in full, Lessee shall within ten (10) days after demand deposit the deficiency with
Lessor. If deposits are in excess of the actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any
such excess as of the Termination Date shall be refunded to Lessee. Lessee shall forward to Lessor or its designee all Tax bills, bond and assessment
statements promptly upon receipt. If Lessor transfers this Lease, it shall transfer all such deposits to the transferee, and Lessor shall thereafter have no liability
of any kind with respect thereto.

5 .3    Tax Treatment; Reporting . Lessor and Lessee shall treat this transaction as a true lease for state law purposes and shall report this
transaction as a lease for Federal income tax purposes.  For Federal income tax purposes each shall report this lease as a true lease with Lessor as the owner of
the Premises and Lessee as the lessee of such Premises including: (a) treating Lessor as the owner of the property eligible to claim depreciation deductions
under Section 167 or 168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises, (b) Lessee reporting its Rent payments as rent
expense under Section 162 of the Code, and (c) Lessor reporting the Rent payments as rental income. For the avoidance of doubt, nothing in this Lease shall
be deemed to constitute a guaranty, warranty or representation by either Lessor or Lessee as to the actual treatment of this transaction for state law purposes
and for federal income tax purposes.

6 .    Insurance. All insurance provided for in this Lease shall (i) be maintained under valid and enforceable policies issued by insurers licensed and
approved to do business in the state where the Facility is located, (ii) name Lessor as an additional insured (excluding the worker’s compensation coverage)
and, for the property insurance policies, as the owner, (iii) be on an “occurrence” basis, or if claims made, include a provision whereby tail coverage costs are
specified upon policy inception, (iv) cover all of Lessee’s operations at the Facility, (v) provide that the policy may not be canceled except upon not less
than thirty (30) days’ prior written notice to Lessor and (vi) be primary and provide that any insurance with respect to any portion of the Premises maintained
by Lessor is excess and noncontributing with Lessee’s insurance. The property policy(ies) shall also name the Lessor and all Facility Mortgagees as loss
payees. The parties hereby waive as to each other all rights of subrogation which any insurance carrier, or either of them, may have by reason of any provision
in any policy issued to them, provided such waiver does not thereby invalidate such policy. Original policies or satisfactory insurer certificates evidencing
the existence of the insurance required by this Lease and showing the interest of Lessor and all Facility Mortgagees shall be provided to Lessor prior to the
Commencement Date or, for a renewal policy, not less than ten (10) days prior to the expiration date of the insurance policy being renewed. If Lessor is
provided with a certificate, it may demand that Lessee provide a complete copy of the related policy within thirty (30) days. Lessee may satisfy the insurance
requirements hereunder through coverage under so-called blanket policy(ies) of insurance carried and maintained by Lessee regarding other operations or
facilities; provided, however, that the coverage afforded Lessor will not be reduced or diminished or otherwise be different from that which would exist under
a separate policies of insurance meeting all other requirements of this Lease by reason of the use of such blanket policies of insurance. During the Term,
Lessee shall maintain the following insurance and any claims thereunder shall be adjudicated by and at the expense of it or its insurance carrier:

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



(a)    Property Insurance with respect to the Facility against loss or damage from all causes under standard “all risk” property
insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will
be no co-insurance penalty), without exclusion for fire, lightning, windstorm, explosion, smoke damage, vehicle damage, sprinkler leakage, flood (if the
Facility is located in a special flood zone for which flood insurance is required), vandalism, earthquake, malicious mischief and any other risks normally
covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the Facility and all Lessor and Lessee
Personal Property associated therewith (including the cost of compliance with changes in zoning and building codes and other laws and regulations,
demolition and debris removal and increased cost of construction). Notwithstanding anything contained in this Lease to the contrary, neither Lessor nor
any Facility Mortgagee shall be a loss payee with respect to Lessee Personal Property. Additionally, if the Facility contains steam boilers, steam pipes,
steam engines, steam turbines or other high pressure vessels, insurance with an agreed amount endorsement (such that the insurance carrier has accepted
the amount of coverage and has agreed that there will be no co-insurance penalty), covering the major components of the central heating, air conditioning
and ventilating systems, boilers, other pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment
installed in the Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure against
physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b)    Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental value for a period not less
than twelve (12) months, covering perils consistent with the requirements of Section 6(a), and including either an agreed amount endorsement or a waiver of
any co-insurance provisions, so as to prevent Lessee, Lessor and any other insured thereunder from being a co-insurer, and providing that any covered loss
thereunder shall be payable to the Lessor;

(c)    Commercial General Public Liability Coverage with respect to the Facility (including products liability and broad form
coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility, affording the parties protection of not less than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Lessor as additional insured;

(d)    Professional Liability Coverage with respect to the Facility, providing for claims specifically relating to patient care and
services provided by the Facility staff, its’ contractors and all related parties, to include coverage of medical directors with regard to their administrative
duties provided to the Facility, with limits of not less than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Lessor as an additional
insured. If such coverage is purchased on a claims made basis, upon the Termination Date, Lessee must purchase tail coverage extending through the statute
of limitations;

(e)    Worker’s Compensation and Employers Liability Insurance  with respect to the Facility for losses sustained by Lessee’s
employees in the course and scope of their employment, as well as volunteers, and otherwise consistent with all applicable state law and meeting all other
legal requirements;

(g)    Deductibles/Self-Insured Retentions for each of the above policies shall not be greater than One Hundred Thousand Dollars
($100,000.00); provided, however, that if the Facility is located within a high risk area, the deductible for windstorm coverage may be three percent (3%) of
the insured value. If required by a Facility Mortgagee, Lessor shall have the right to require a lower deductible amount or set higher policy limits, to the
extent commercially available.

7.    Use, Regulatory Compliance and Preservation of Business.

7.1    Permitted Use; Qualified Care. Lessee shall continuously use and occupy the Facility during the Term as a skilled nursing facility
with not less than the number of licensed beds set forth in the Recitals hereto and for ancillary services relating thereto, but for no other purpose. Lessee shall
not be in default of the foregoing requirement at any time when Lessee is prevented from use or occupancy of the Facility due to the need to repair damage
from a casualty, or during renovations by Lessee. Lessee shall provide care, treatment and services to all residents of the Facility in a manner consistent with
all applicable laws. Notwithstanding any common law or statutory right, Lessee and Lessor each agree not to transfer, move or otherwise take action that
reduces licensed bed complement of the Facility and Lessee and Lessor each agree not to take any of the licensed beds out of service or move the beds to a
different location.

7.2    Regulatory Compliance. During the Term, Lessee, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the Facility. To the extent
applicable, Lessee shall comply in all material respects with all Medicare, Medicaid and other third-party payor certification requirements, including timely
filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that the Facility continues to be fully
certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is returned to Lessor, all without any suspension,
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revocation, decertification or other material limitation of such certification. Further, Lessee shall not commit any act or omission that would in any way
materially violate any certificate of occupancy affecting the Facility, result in closure of the Facility or result in the sale or transfer of all or any portion of any
related certificate of need (if applicable), bed rights or other similar certificate or license at the Facility. During the Term, all inspection fees, costs and charges
associated with a change of such licensure or certification shall be borne solely by Lessee. Notwithstanding anything to the contrary contained in this Lessee,
Lessee shall have the right to protest or appeal any licensing and other laws and all covenants, conditions, restrictions and other use or maintenance
requirements applicable to the Facility and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements. Lessor
agrees to cooperate with Lessee provided that Lessor does not incur any out-of-pocket expenses in connection therewith that are not reimbursed by Lessee.
During the Term, Lessor shall not have the right to change the licensure or certifications applicable to the Facility, or to assign any such licensure or
certifications to any third party.

8.    Acceptance, Maintenance, Upgrade, Alteration and Environmental.

8.1    Acceptance “AS IS”; No Liens. Lessee acknowledges that it is presently engaged in operations similar to those to be conducted at the
Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied on any representations or warranties, express or implied, of
any kind from Lessor, except as expressly set forth in this Lease. Lessee has investigated the Premises, has selected the Premises to its own specifications, has
concluded that no improvements or modifications to them are required in order to operate the Facility, and accepts the Facility and the Premises on an “AS
IS” basis and assumes all responsibility and cost for the correction of any observed or unobserved deficiencies or violations. Notwithstanding its right to
Protest set forth in Section 5.1, Lessee shall not cause or permit any lien, levy or attachment to be placed or assessed against any portion of the Premises or the
operation thereof (a “Lien”) for any reason, provided that nothing in this Lease shall require Lessee to keep the Premises free of liens that may be filed as a
result of Lessor’s action or omissions.

In order to induce Lessee to enter into this Lease, Lessor warrants and represents to Lessee as of the Commencement Date, that to Lessor’s knowledge
without inquiry or investigation, the following: (i) the Facility is suitable for the operation of the existing use as a skilled nursing facility; (ii) the Facility is
not in violation of the provisions of any applicable building code, zoning code, fire regulation or any other law, ordinance, order or regulation and Lessor has
no knowledge of any facts which would give rise to the same; and (iii) Lessor has good and marketable fee simple title to the Premises.

After the Execution Date of this Lease, Lessee shall be entitled to have the Premises inspected by a third party inspector and to have a property
condition assessment report prepared with respect to the Premises. Lessor and Lessee shall agree upon certain items of deferred maintenance at the Facility
(and the cost to complete such items) that Lessor shall complete at its sole expense prior to the Commencement Date (collectively, the “Deferred
Maintenance Items”). If Lessor does not complete the Deferred Maintenance Items prior to the Commencement Date, at Lessee’s election, either (i) the funds
to complete such Deferred Maintenance Items shall be paid to Lessee by Lessor and used by Lessee to complete such items (and if Lessor fails to deliver such
funds to Lessee within five (5) days after Lessee’s written request for the same, Lessee may advance such funds on behalf of Lessor and thereafter Lessor shall
reimburse Lessee for such funds within five (5) days after Lessee’s written request for reimbursement), or (ii) Lessee may terminate this Lease upon written
notice to Lessor. Notwithstanding any provision of this Lease, if the parties are unable to agree upon the Deferred Maintenance Items prior to the
Commencement Date, either party may terminate this Lease upon written notice to the other party.

8 .2    Lessee’s Maintenance Obligations. Lessee shall (a) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (b) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary and extraordinary,
foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial compliance with all applicable
requirements and laws relating to the business conducted thereon, including if applicable, certification for participation in Medicare and Medicaid, and (c)
keep and maintain all Lessor Personal Property listed in this Lease and Lessee Personal Property in good condition, ordinary wear and tear excepted, and
repair and replace such property consistent with prudent industry practice as required under this Lease. The funds held in escrow in the Improvements
Account shall be made available to Lessee for Lessee’s use in connection with the obligations set forth in this Section.

8 . 3    Alterations by Lessee. Lessee may alter, improve, exchange, replace, modify or expand (collectively, “ Alterations”) the Facility,
equipment or appliances on the Premises from time to time as it may determine is desirable for the continuing and proper use and maintenance of the
Premises; provided, that any Alterations in excess of One Hundred Thousand Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12)
month period shall require Lessor’s prior written consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall
immediately become a part of the Premises and the property of Lessor subject to this Lease, and the cost of all Alterations or other purchases, whether
undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall be borne solely by Lessee. All Alterations shall
be constructed in a good and workmanlike manner in compliance with all applicable laws and the insurance
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required under this Lease. The funds held in escrow in the Improvements Account shall be made available to Lessee for Lessee’s use in connection with any
Alterations made by Lessee. Notwithstanding the foregoing, Lessor consent is not required (but Lessee shall provide notice thereof to Lessor) for any
Alteration that is (i) required by applicable law or by any insurance underwriter, or (ii) necessary for the health, welfare and safety of the residents.

8.4    Hazardous Materials. Lessee’s use of the Premises shall comply with all Hazardous Materials Laws. If any Environmental Activities
occur or are suspected to have occurred in violation of any Hazardous Materials Laws by Lessee during the Term or if Lessee has received notice of any
Hazardous Materials Claim against any portion of the Premises as a result of Lessee’s acts or omissions during the Term, Lessee shall promptly obtain all
permits and approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and upon Lessor’s
approval of the remediation plan, remedy any such problem to the reasonable satisfaction of Lessor and all applicable governmental authorities, in
accordance with all Hazardous Materials Laws and good business practices. During the Term, Lessee shall promptly advise Lessor in writing of (a) any
Environmental Activities in violation of any Hazardous Materials Laws; (b) any Hazardous Materials Claims against Lessee or any portion of the Premises;
(c) any remedial action taken by Lessee in response to any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the
Premises in violation of any Hazardous Materials Laws; (d) Lessee’s discovery of any occurrence or condition on or in the vicinity of any portion of the
Premises that materially increases the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all written communications to or
from Lessee, any governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any portion
of the Premises, including copies thereof. Lessor shall have the right, at Lessee’s sole cost and expense (including, without limitation, Lessor’s reasonable
attorneys’ fees and costs) and with counsel chosen by Lessor, to join and participate in, as a party if it so elects, any legal proceedings or actions initiated in
connection with any Hazardous Materials Claims. Lessor represents and warrants to Lessee that to Lessor’s knowledge, without inquiry or investigation, there
are no pending claims or causes of action arising out or relating to the Facility or the Premises as of the Commencement Date. Lessee shall not have any
obligations or liabilities with respect to any existing conditions or matters relating to the Facility or the Premises as of the Commencement Date.

9 .    Lessee Property. Lessee shall obtain and install all items of furniture, fixtures, supplies and equipment not included as Lessor Personal
Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease (“Lessee Personal Property”, which
collectively with the “Lessee Intangible Property” shall be referred to herein as “Lessee Property”.) As used herein, “Lessee Intangible Property” means all
the following at any time owned by Lessee in connection with its use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds
thereof; rents, profits, income or revenue derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts
with residents, employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges for
periods of time during the Term; and licenses and permits necessary or desirable for Lessee’s use of any portion of the Premises, including licensed Medicaid
beds (if applicable). Except as may be allowed under common law, Lessor shall have no lien or security interest in or to the Lessee Intangible Property, and
any such common law lien or security interest of Lessor shall be subordinate to the lien and security interest of any third party lender providing to Lessee a
working capital line of credit, whether such working capital line of credit exists as of the Commencement Date or future working capital lines of credit, and
no further instrument of subordination shall be required. Notwithstanding the foregoing, Lessor does hereby subordinate any and all lien rights which Lessor
may now have or hereinafter acquire (whether provided under this Lease, applicable statutes, common law, or otherwise) in all furniture, fixtures, equipment,
chattels, inventory, and other personal property of Lessee which may be located in the Premises (including, without limitation, all accounts receivable of
Lessee), to all lien rights, and security interests which may be held by any seller, lessor, or lending institution which (i) provides financing to Lessee secured
by any of such items, or (ii) provides such items or the funds to purchase or lease the same. This subordination provision is hereby declared by Lessor and
Lessee to be self-operative and no further instrument shall be required to effect such subordination of Lessor's lien rights; provided, however, that Lessor
shall promptly execute any and all documentation which may be reasonably requested to confirm the subordination of Lessor's lien rights in relation to said
items.

1 0 .    Financial, Management and Regulatory Reports. Lessee shall provide Lessor with the reports listed in Exhibit “D” at the time described
therein, and such other information about it or the operations of the Facility as Lessor may reasonably request from time to time, including such information
requested in connection with any financing of the Premises sought by Lessor. All financial information provided by Lessee shall be prepared in accordance
with generally accepted accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xlsx”
spreadsheets created using Microsoft Excel (2003 or newer editions). If Lessee or any Affiliate becomes subject to any reporting requirements of the
Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Lessor such reports as are delivered pursuant to applicable
securities laws. Similarly, should Lessor or its parent, AdCare Health Systems, Inc., be subject to any particular reporting requirements of the SEC during the
Term for which it needs reports, documentation or other information from Lessee, Lessee agrees to deliver such reports, documentation and information
within ten (10) days after Lessor’s request for the same. Lessor shall comply with all requirements of applicable law with respect to any such information
provided by
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Lessee, including, without limitation, the Health Insurance Portability and Accountability Act of 1996 and its implementing regulations as amended by the
Health Information Technology for Economic and Clinical Health Act (“HIPAA”).

11 .    Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other documents executed or to
be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is duly organized, validly existing and in good
standing under the laws of the state of its formation and is duly authorized and qualified to perform this Lease within the state where the Facility is located;
and (c) neither this Lease nor any other document executed or to be executed in connection herewith violates the terms of any other agreement of such party
and will not result in a breach of or default by Lessor under any term or provision of any law, order, writ, decree, contract, agreement or other instrument to
which the party is a party or to which the party or the Facility is subject.

12.    Events of Default. So long as there is no Event of Default, Lessee shall peaceably and quietly have, hold and enjoy the Premises for the Term,
free of any claim or other action not caused or created by Lessee or pursuant to Sections 16 or 17. The occurrence of any of the following events will
constitute an “Event of Default” on the part of Lessee, and there shall be no cure period therefor except as otherwise expressly provided:

(a)    Lessee’s failure to pay within ten (10) days of when due any Rent, Taxes, Other Charges or other required payments;
(b)    (i) The revocation, suspension or material limitation of any license required for the operation of the Facility or the certification of the

Facility for provider status under Medicare or Medicaid, if applicable, which does not result in the closure of the Facility and which is not cured within sixty
(60) days of the date of such revocation, suspension or limitation ; (ii) the closure of the Facility; (iii) the sale or transfer of all or any portion of any certificate
of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility other than for a skilled nursing
facility and for ancillary services relating thereto;

(c)    Any other material suspension, termination or restriction placed upon Lessee, the Facility or the ability to admit residents or patients
(e.g., an admissions ban or non-payment for new admissions by Medicare or Medicaid resulting from an inspection survey, if applicable) which does not
result in the closure of the Facility and which is not cured within sixty (60) days of the date of such suspension, termination or restriction;

(d)    Any misrepresentation by Lessee under this Lease or material misstatement or omission of fact in any written report, notice or
communication from Lessee to Lessor which is not remedied within thirty (30) days after written notice from Lessor to Lessee;

(e)    The failure to perform or comply with the provisions of Sections 6 or 15;

(f)    (i) Lessee shall generally not pay its debts as they become due, or shall admit in writing its inability to pay its debts generally, or shall
make an assignment of all or substantially all of its property for the benefit of creditors; or (ii) a receiver, trustee or liquidator shall be appointed for Lessee or
any of its property, if within five (5) business days of such appointment Lessee does not inform Lessor in writing that they intend to cause such appointment
to be discharged or such discharge is not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by
Lessee of a voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or other debtor’s relief; or (iv)
the involuntary filing of such a petition against Lessee by any other party, unless Lessee within five (5) business days of such filing informs Lessor in writing
of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and such petition is dismissed within one hundred twenty (120)
days after filing; or

(g)    The failure to perform or comply with any provision of this Lease not requiring the payment of money unless (i) within three (3)
business days of Lessee’s receipt of a notice of default from Lessor, Lessee gives Lessor notice of its intent to cure such default; and (ii) Lessee cures it either
(x) within thirty (30) days after such notice from Lessor or (y) if such default cannot with due diligence be so cured because of the nature of the default or
delays beyond the control of Lessee and cure after such period will not have a material adverse effect upon the Facility, then such default shall not constitute
an Event of Default if Lessee uses its commercially reasonable efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Lessor.

13 .    Remedies. Upon the occurrence of an Event of Default, Lessor may exercise all rights and remedies under this Lease and the laws of the state
where the Facility is located that are available to a Lessor of real and personal property in the event of a default by its Lessee, and as to the Lessee Property,
all remedies granted under the laws of such state to a secured party under its Uniform Commercial Code. Lessor shall have no duty to mitigate damages unless
required by applicable law and Lessor shall not be responsible or liable for any failure to relet the Premises or to collect any rent due upon any such reletting.
Upon the
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occurrence of an Event of Default, Lessee shall pay Lessor, promptly upon demand, all reasonable expenses incurred by it in obtaining possession and
reletting any of the Premises, including reasonable fees, commissions and costs of attorneys, architects, agents and brokers.

1 3 .1    General. Without limiting the foregoing, Lessor shall have the right (but not the obligation) to do any of the following upon an
Event of Default: (a) sue for the specific performance of any covenant of Lessee as to which it is in breach; (b) enter upon any portion of the Premises,
terminate this Lease, dispossess Lessee from the Premises through appropriate legal procedures and/or collect money damages by reason of Lessee’s breach,
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Lessee under this Lease which
survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money damages as the same come due; and (d) (before or
after repossession of the Premises pursuant to clause (b) above and whether or not this Lease has been terminated) relet any portion of the Premises to such
Lessee(s), for such term(s) (which may be greater or less than the remaining balance of the Term), rent, conditions (which may include concessions or free rent)
and uses as it may determine in its sole discretion and collect and receive any rents payable by reason of such reletting. In the event of an acceleration of
Rent, all Rent which would be due and payable under this Lease as of the date of the Event of Default through the end of the then-current Term shall be
discounted at a rate equal to one (1) percentage point above the discount rate in effect on the date of payment (for a term most closely approximating the
remainder of the then-current Term) at the Federal Reserve Bank nearest the Premises, and which resulting amount shall be payable to Landlord in a lump
sum, it being understood that upon payment of such liquidated and agreed final damages, Lessee shall be released from further liability under this Lease with
respect to the period after the date of such payment. All rent collected by Lessor in connection with such reletting shall be applied against all Rent,
Additional Rent and other sums due from Lessee under this Lease.

1 3 . 2    Remedies Cumulative; No Waiver . No right or remedy herein conferred upon or reserved to Lessor or Lessee is intended to be
exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any other right or remedy given
hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall run concurrently with any provided by applicable
law. No failure of Lessor or Lessee to insist at any time upon the strict performance of any provision of this Lease or to exercise any option, right, power or
remedy contained herein shall be construed as a waiver, modification or relinquishment thereof as to any similar or different breach (future or otherwise) by
Lessee or Lessor, as applicable. Lessor’s receipt of and Lessee’s payment of any Rent or other sum due hereunder (including any late charge) with knowledge
of any breach shall not be deemed a waiver of such breach, and no waiver by Lessor of any provision of this Lease shall be effective unless expressed in a
writing signed by it.

13.3    Performance of Lessee’s Obligations. If Lessee at any time shall fail to make any payment or perform any act on its part required to
be made or performed under this Lease and not remedy the same within the applicable notice and/or cure period, then Lessor may, without waiving or
releasing Lessee from any obligations or default hereunder, make such payment or perform such act for the account and at the expense of Lessee after
delivering Lessee thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all such action as
may be reasonably necessary. No such entry shall be deemed an eviction of Lessee. All sums so paid by Lessor and all necessary and reasonable incidental
costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the performance of any such act by it, together with
interest at the Agreed Rate (as defined in Section 3 hereof) from the date of the making of such payment or the incurring of such costs and expenses, shall be
payable by Lessee to Lessor upon Lessor’s written demand therefor.

13.4    Lessor Default. Lessee may exercise all rights and remedies available under the laws of the state where the Facility is located in the
event of a default by Lessor under the terms of this Lease.

14.    Provisions on Termination.

14 .1    Surrender of Possession. On the Termination Date, Lessee shall deliver to Lessor or its designee possession of (a) the Facility and
associated Lessor Personal Property in a neat and clean condition and in as good a condition as existed at the date of Lessee’s possession and occupancy
pursuant to this Lease, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable) business at the Facility including, at
Lessee’s sole cost, any Alterations necessitated or imposed in connection with a change of ownership inspection survey for the transfer of operation of any
portion of the Premises to Lessor or its designee, provided that such Alterations are necessitated by Lessee’s use, occupancy and operations of the Facility
during the Term, and (c) all patient charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records
relating to the Facility and the Premises. Accordingly, Lessee shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or grant
any security interest or any other interest in and to the licenses, permits or certifications relating to the Facility or the Premises, nor shall Lessee commit or
omit any act that would jeopardize the Facility or any licensure or certification of the Facility. Lessee shall, at no cost to Lessee, cooperate fully with Lessor
or its designee in transferring or obtaining all necessary licenses and certifications for Lessor or its designee, and Lessee shall comply with all
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reasonable requests for an orderly transfer of the Facility licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the
Premises to Lessor or its designee to operate the Facility. Subject to all applicable laws, Lessee hereby assigns, to the extent assignable, effective upon the
Termination Date, all rights to operate the Facility to Lessor or its designee, including all required licenses and permits and all rights to apply for or otherwise
obtain them relating to any portion of the Premises.

1 4 . 2    Removal of Lessee Personal Property. Provided that no Event of Default then exists, in connection with the surrender of the
Premises, Lessee may upon at least five (5) business days’ prior notice to Lessor remove from the Premises in a workmanlike manner all Lessee Personal
Property, leaving the Premises in good and presentable condition and appearance, including repair of any damage caused by such removal; provided that
Lessor shall have the right and option to purchase the Lessee Personal Property for its then net book value during such five (5) business day notice period, in
which case Lessee shall so convey the Lessee Personal Property to Lessor by executing a bill of sale in a form reasonably required by Lessor. If there is any
Event of Default then existing, Lessee may not remove any Lessee Personal Property from the Premises and instead will, on demand from Lessor, convey it to
Lessor for no additional consideration by executing a bill of sale in a form reasonably required by Lessor. Title to any Lessee Personal Property which is not
removed by Lessee as permitted above upon the Termination Date shall, at Lessor’s election, vest in Lessor; provided, however, that Lessor may remove and
store or dispose any or all of such Lessee Personal Property which is not so removed by Lessee without obligation or accounting to Lessee.

14.3    Management of Premises. Commencing on the Termination Date, Lessor or its designee, upon written notice to Lessee, may elect to
assume the responsibilities and obligations for the management and operation of the Facility and Lessee agrees to cooperate fully to accomplish the transfer
of such management and operation without interrupting the operation of the Facility. To the extent permitted by applicable law, Lessee agrees that Lessor or
its designee may operate the Facility under Lessee’s licenses and certifications pending the issuance of new licenses and certifications to Lessor or its
designee. Lessee shall not commit any act or be remiss in the undertaking of any act that would directly jeopardize any then existing licensure or certification
of the Facility, and Lessee shall, at no cost to Lessee, comply with all reasonable requests for an orderly transfer to the extent permitted by applicable law, of
any and all Facility and other licenses, Medicare and Medicaid certifications and possession of the Premises at the time of any such surrender. If Lessor or its
designee operates the Facility under the licenses and certifications held by Lessee, Lessor will do so at Lessor’s sole risk and Lessor shall indemnify and hold
Lessee harmless from and against any and all claims, causes of action, liabilities, expenses, and costs related to the operation of the Facility under such
licenses and certifications.

1 4 . 4    Holding Over. If Lessee shall for any reason remain in possession of the Premises after the Termination Date without Lessor’s
consent, such possession shall be a month-to-month tenancy during which time Lessee shall pay as rental on the first (1st) business day of each month one
hundred twenty-five percent (125%) of the monthly Base Rent payable with respect to the last Lease Year, plus all additional charges accruing during the
month and all other sums, if any, payable by Lessee pursuant to this Lease. Nothing contained herein shall constitute the consent, express or implied, of
Lessor to the holding over of Lessee after the Termination Date, nor shall anything contained herein be deemed to limit Lessor’s remedies. Notwithstanding
any provision hereof, if Lessee remains in possession of the Premises following the Termination Date at Lessor’s request, Base Rent due hereunder shall be
the then current Base Rent.

1 4 .5    Survival. All representations, warranties, covenants and other obligations of Lessee and Lessor under this Lease shall survive the
Termination Date.

15.    Certain Lessor Rights.

15.1    Entry and Examination of Records. Lessor and its representatives may enter any portion of the Premises with a representative
designated by Lessee at any reasonable time after at least forty-eight (48) hours’ notice to Lessee to inspect the Premises for compliance, to exhibit the
Premises for sale, lease or mortgaging, or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanics’ or materialmans’ lien law. No such entry shall unreasonably interfere with residents,
patients, patient care or the Lessee’s operations of the Facility. Lessor and its representatives shall abide by all rules and regulations governing nursing
facilities during any time when they are at the Premises. During normal business hours, Lessee will permit Lessor and its representatives, inspectors and
consultants to examine all contracts, books and financial and other records (wherever kept) relating to Lessee’s operations of the Facility. In consideration of
the time and expense to be incurred by Lessor with respect to its inspections of the Premises and the contracts, books and financial and other records relating
to Lessee’s operations of the Facility, Lessee agrees to pay Lessor, an asset management and professional services fee in the amount of $1,000.00 per calendar
month during the Term of the Lease (the “Asset Management and Professional Services Fee”). Such Asset Management and Professional Services Fee shall
be in addition to, and not in lieu of, Lessee’s obligation to pay Rent as set forth in this Lease. Lessor shall have
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the same remedies for the collection of the Asset Management and Professional Services Fee as Lessor has under this Lease for the collection of Rent.

15.2    Grant Liens. This Lease shall be subordinate to the right, title, and interest of any lender or other party holding a security interest in
or a lien upon the Premises under any and all mortgage instruments or deeds to secure debt presently encumbering the Premises or the Facility and to any and
all other deeds to secure debt or mortgage instruments hereafter encumbering the Premises or the Facility. Lessee shall at any time hereafter, on demand of
Lessor or the holder of any such deed to secure debt or mortgage instrument, execute any instruments which may reasonably be required by such party for the
purpose of evidencing the subordination of this Lease to the lien or security of such party. Lessee shall, upon demand, at any time or times, execute,
acknowledge, and deliver to Lessor or the holder of any such instruments or deeds to secure debt, without expense, any and all documents that may be
reasonably necessary to make this Lease superior to the lien of any of the same. If the holder of any of said instruments or deeds to secure debt shall hereafter
succeed to the rights of Lessor under this Lease, Lessee shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and
recognize such successor as Lessee’s lessor under this Lease. Lessee shall promptly execute, acknowledge, and deliver any instrument that may be reasonably
necessary to evidence such attornment. Prior to the Commencement Date, Lessor shall obtain from any lender holding a lien on the Premises, a subordination,
non-disturbance and attornment agreement for the benefit of Lessee, in form and substance reasonably acceptable to Lessee (“SNDA”). The foregoing
provisions concerning the subordination of this Lease are subject to Lessee’s receipt of an SNDA.

1 5 .3    Estoppel Certificates. Lessor and Lessee shall, at any time upon not less than ten (10) business days’ prior written request by the
other party, have an authorized representative execute, acknowledge and deliver to Lessor or Lessee, as the case may be, or their designee a written statement
certifying (a) that this Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) to the party’s knowledge, that no default by either party exists or specifying any such default, and (d) as to such other matters as Lessor or
Lessee, as the case may be, may reasonably request.

15.4    Conveyance Release. If Lessor or any successor owner shall sell or transfer any portion of the Premises in accordance with this Lease,
they shall thereafter be released from all future liabilities and obligations hereunder first arising or accruing from and after the date of such conveyance or
other transfer, which instead shall thereupon be binding upon the new owner.

16.    Assignment and Subletting.

16 .1    Except as otherwise expressly permitted in this Lease, without Lessor’s prior written consent, Lessee shall not assign this Lease, or
lease all or any part of the Premises, or permit the use of the Premises by any party other than Lessee. This prohibition includes an assignment or subletting to
or by a receiver or trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Lessee or a merger or other combination by Lessee or a sale of all or substantially all of Lessee’s assets in lieu thereof shall
be deemed an assignment or other transfer of this Lease. Notwithstanding any provision hereof, Lessee may assign this Lease to an Affiliate of Lessee
provided that (i) Lessee shall remain liable for all obligations of the lessee hereunder, (ii) Lessee shall provide at least thirty (30) days prior written notice to
Lessor of such assignment and (iii) if approval of such assignment is required by a Facility Mortgagee, such approval shall have been obtained.

1 7 .    Damage by Fire or Other Casualty. Lessee shall promptly notify Lessor of any damage or destruction of any portion of the Premises and
diligently repair or reconstruct such portion of the Premises to a like or better condition than existed prior to such damage or destruction. Any net insurance
proceeds payable with respect to the casualty shall be paid directly to Lessor and, if an Event of Default has not occurred hereunder, may be used for the
repair or reconstruction of the applicable portion of the Premises pursuant to Lessor's reasonable disbursement requirements and subject to the provisions of
the Facility Mortgage Documents and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Lessee shall
provide the required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Lessee.

Except as expressly provided in the last sentence of this paragraph, Lessee shall not have any right under this Lease, and hereby waives all rights
under applicable law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to Lessee, and Lessor does not pay to Lessee up to the
amount of such insurance proceeds in the event of a casualty, Lessee shall have no obligation to make any repairs to the Facility and Lessee shall have the
right to terminate this Lease. Thereafter, this Lease shall be of no further force or affect, except for any obligations or liability of any party hereunder that
accrued on or prior to the date of the casualty. In the event of a casualty that does not render the Facility unsuitable for its permitted use, Lessee, subject to
Lessee’s receipt of funds as described in this Lease, shall restore the Facility to substantially the same condition as
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existed immediately before the partial casualty in accordance with the provisions of this Section 17, and the Rent shall be reduced on a pro rata basis based
upon the number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility resulting from such partial
casualty.

If the Facility is damaged and the damage is so extensive that more than fifty percent (50%) of the licensed beds for the Facility is damaged by fire or
other casualty and cannot be used in the opinion of Lessee, then Lessee shall have the right to terminate this Lease upon thirty (30) days written notice to
Lessor. All Rent shall be prorated to the date of such termination.

18.    Condemnation. Except as provided to the contrary in this Section 18, this Lease shall not terminate and shall remain in full force and effect in
the event of a taking or condemnation of the Premises, or any portion thereof, and Lessee hereby waives all rights under applicable law to abate, reduce or
offset rent by reason of such taking. If during the Term all or substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises
is taken or condemned by any competent public or quasi-public authority, then (a) in the case of a Complete Taking, Lessee may at its election made within
thirty (30) days of the effective date of such Taking, terminate this Lease and the current Rent shall be equitably abated as of the effective date of such
termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair Market Value of the
applicable portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a Partial Taking shall be as established pursuant to
Exhibit “E”. Lessor alone shall be entitled to receive and retain any award for a taking or condemnation other than a temporary taking; provided, however,
Lessee shall be entitled to submit its own claim in the event of any such taking or condemnation with respect to the value of Lessee’s leasehold interest in
any portion of the Premises and/or the relocation costs incurred by Lessee as a result thereof. In the event of a temporary taking of less than all or
substantially all of the Premises, Lessee shall be entitled to receive and retain any and all awards for the temporary taking and the Rent due under this Lease
shall be not be abated during the period of such temporary taking.

1 9 .    Indemnification. Lessee agrees to protect, indemnify, defend and save harmless Lessor, its members, managers, Affiliates, directors, officers,
shareholders, agents and employees from and against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or
damage (including consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any suits, claims or demands, on
account of any matter or thing, action or failure to act arising out of or in connection with this Lease, the Premises or the operations of Lessee on any portion
of the Premises, including, without limitation, (a) the breach by Lessee or any of its representations, warranties, covenants or other obligations hereunder, (b)
any Protest, (c) all known and unknown Environmental Activities on any portion of the Premises, Hazardous Materials Claims or violations by Lessee of a
Hazardous Materials Law with respect to any portion of the Premises, and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical nature identified by, and any liability assessed or asserted by, any government agency or Medicare or Medicaid as a result of or arising out of or in
connection with this Lease or the related change in ownership inspection and audit provided, that such liabilities resulted from Lessee’s use, occupancy and
operations of the Facility during the Term (including any refunds or overpayments to Medicare, Medicaid or any other third party payor).Upon receiving
knowledge of any suit, claim or demand asserted by a third party that Lessor believes is covered by this indemnity, it shall give Lessee notice of this matter.
Lessee shall then defend Lessor at Lessee’s expense (including Lessor’s reasonable attorneys’ fees and costs) with legal counsel satisfactory to Lessor. The
foregoing indemnity shall exclude any liability, expense, loss, cost, deficiency, fine, penalty or damage (including consequential or punitive damages) of
any kind or nature resulting due to acts or omissions of Lessor, its members, managers, Affiliates, directors, officers, shareholders, agents and employees.

Lessor agrees to protect, indemnify, defend and save harmless Lessee, its members, managers, Affiliates, directors, officers, shareholders, agents and
employees from and against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any suits, claims or demands, on account of any matter
or thing, action or failure to act arising out of or in connection with this Lease, the Premises or the operations of Lessor on any portion of the Premises prior to
the Commencement Date, including, without limitation, (a) the breach by Lessor or any of its representations, warranties, covenants or other obligations
hereunder, and (b) all known and unknown Environmental Activities on any portion of the Premises prior to the Commencement Date, Hazardous Materials
Claims or violations by Lessor of a Hazardous Materials Law with respect to any portion of the Premises. Upon receiving knowledge of any suit, claim or
demand asserted by a third party that Lessee believes is covered by this indemnity, it shall give Lessor notice of this matter. Lessor shall then defend Lessee
at Lessor’s expense (including Lessee’s reasonable attorneys’ fees and costs) with legal counsel satisfactory to Lessee. The foregoing indemnity shall exclude
any liability, expense, loss, cost, deficiency, fine, penalty or damage (including consequential or punitive damages) of any kind or nature resulting due to
acts or omissions of Lessee, its members, managers, Affiliates, directors, officers, shareholders, agents and employees.

20 .    Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the prevailing party shall be
entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery, damages and costs, at all trial and appellate levels.
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EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM BROUGHT BY
EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER WHATSOEVER ARISING OUT OF OR IN ANY WAY
CONNECTED WITH THIS LEASE, INCLUDING RELATIONSHIP OF THE PARTIES, LESSEE’S USE AND OCCUPANCY OF ANY PORTION OF
THE PREMISES, OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY REMEDY.

21 .    Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this Lease shall be in writing
and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or FedEx or similar generally recognized overnight
carrier regularly providing proof of delivery, addressed as follows:

If to Lessee:  If to Lessor:
   

Blue Ridge of Sumter LLC  AdCare Health Systems, Inc.
c/o Symmetry Healthcare Management  Two Buckhead Plaza
10800 Biscayne Boulevard, #200  3050 Peachtree Road NW, Suite 355
Miami, Florida 33161  Atlanta, Georgia 30305
Attention: Levi Rudd  Attention: CEO
   

With a copy to   
McDermott Will & Emery LLP   
333 Avenue of the Americas, Suite 4500   
Miami, Florida 33131-4336   
Attention: Gregg H. Fierman, Esq.   

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether accepted or refused)
shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return receipt or the carrier’s proof of delivery or, if
not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a party shall be deemed delivery to such party. Notice to any one co-
Lessee shall be deemed notice to all co-Lessees.

22.    Compliance with Facility Mortgage Documents

(a)    From time to time during the Term, Lessee agrees that to deliver to Lessor and its then current lender and/or a prospective lender, any
and all documentation reasonably required to obtain such lender’s approval of this Lease. Lessee further acknowledges and agrees that if (i) the entering into
of this Lease results in the Lessor’s lender as of the Commencement Date giving notice of default or (ii) such lender shall withhold its consent to and approval
of this Lease, then in either such event Lessor shall have the right to terminate this Lease immediately. Lessor agrees to seek such lender approval promptly
following the Execution Date and to use its commercially reasonable efforts to obtain such approval within thirty (30) days of the Execution Date. Lessee
agrees to promptly provide all information reasonably requested by such lender, including, without limitation, Lessee’s financial information. If Lessor’s
lender does not approve this Lease on or prior to the Commencement Date, then either party hereto shall have the right to terminate this Lease and Lessor
shall reimburse Lessee for the costs of a property condition report initiated by Lessee with respect to the Premises within five (5) days after written request
from Lessee to Lessor.

( b )    If the Facility is at any time encumbered with a loan that is insured by the United States Department of Housing and Urban
Development (“HUD”; such loan being a “HUD Loan”), Lessee acknowledges that it shall deliver to Lessor, lender and HUD any and all documentation
required to obtain the approval of lender and HUD of this Lease.
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( c )    Lessee acknowledges that any Facility Mortgage Documents executed by Lessor or any Affiliate of Lessor may impose certain
obligations on the “borrower” or other counterparty thereunder to comply with or cause the operator and/or lessee of a Facility to comply with all
representations, covenants and warranties contained therein relating to such Facility and the operator and/or lessee of such Facility, including, covenants
relating to (i) the maintenance and repair of such Facility; (ii) maintenance and submission of financial records and accounts of the operation of such Facility
and related financial and other information regarding the operator and/or lessee of such Facilities and such Facility itself; (iii) the procurement of insurance
policies with respect to such Facility; (iv) minimum occupancy, fixed coverage ratio or other Facility-related financial and/or performance requirements, and
(v) without limiting the foregoing, compliance with all applicable legal requirements relating to such Facility and the operation of the business thereof. For
so long as any Facility Mortgages encumber the Premises or any portion thereof or interest therein, Lessee covenants and agrees, at its sole cost and expense
and for the express benefit of Lessor, to operate the applicable Facility in strict compliance with the terms and conditions of the Facility Mortgage
Documents (other than payment of any indebtedness evidenced or secured thereby) and to timely perform all of the obligations of Lessor relating thereto, or
to the extent that any of such duties and obligations may not properly be performed by Lessee, Lessee shall cooperate with and assist Lessor in the
performance thereof (other than payment of any indebtedness evidenced or secured thereby); provided, however, notwithstanding any to the contrary
contained in this Lease, this Section 22(b) shall not (i) increase Lessee’s monetary obligations under this Lease, (ii) increase Lessee’s non-monetary
obligations under this Lease or (iii) diminish Lessee’s rights under this Lease. If any new Facility Mortgage Documents to be executed by Lessor or any
Affiliate of Lessor would impose on Lessee any obligations under this Section 22(b) (provided that all such obligations shall comply with the restrictions set
forth in the immediately preceding sentence), Lessor shall provide copies of the same to Lessee for informational purposes (but not for Lessee’s approval)
prior to the execution and delivery thereof by Lessor or any Affiliate of Lessor. Any obligations under the Facility Mortgage Documents which are not
required to be performed by Lessee as provided in this Lease shall be performed by Lessor. Lessor represents and warrants to Lessee that, prior to the
Commencement Date, Lessor has delivered to Lessee true, correct and complete copies of all existing Facility Mortgage Documents. During the Term, Lessee
acknowledges and agrees that, except as expressly provided elsewhere in this Lease, it shall undertake at its own cost and expense the performance of any and
all repairs, replacements, capital improvements, maintenance items and all other requirements relating to the condition of a Facilities that are required by any
Facility Mortgage Documents, and Lessee shall be solely responsible and hereby covenants to fund and maintain any and all impound, escrow or other
reserve or similar accounts required under any Facility Mortgage Documents as security for or otherwise relating to any operating expenses of the Facilities
including any capital repair or replacement reserves and/or impounds or escrow accounts for Taxes or insurance premiums (each a “Facility Mortgage
Reserve Account”); provided, however, notwithstanding any to the contrary contained in this Lease, this Section 22(c) shall not (i) increase Lessee’s
monetary obligations under this Lease, (ii) increase Lessee’s non-monetary obligations under this Lease, or (iii) diminish Lessee’s rights under this Lease.
During the Term of this Lease and provided that no Event of Default shall have occurred and be continuing hereunder, Lessee shall, subject to the terms and
conditions of such Facility Mortgage Reserve Account and the requirements of the Facility Mortgagee(s) thereunder, have access to and the right to apply or
use (including for reimbursement) to the same extent of Lessor all monies held in each such Facility Mortgage Reserve Account for the purposes and subject
to the limitations for which such Facility Mortgage Reserve Account is maintained, and Lessor agrees to reasonably cooperate with Lessee in connection
therewith. Any amounts required to be funded in to the Facility Mortgage Reserve Account that Lessee is not required to fund as provided in this Lease shall
be funded by Lessor. If a Facility Mortgage Reserve Account is required with respect to any capital repair or replacement reserves and/or impounds or escrow
accounts, then Lessor shall immediately deliver to Lessee the balance of any funds in the Improvements Account (excluding any funds in the Improvements
Account representing the Lessor Contribution that has not previously been disbursed to Lessee as provided in this Lease). Any initial required deposits to the
Facility Mortgage Reserve Account shall be funded solely by Lessor at Lessor’s sole expense.

2 3 .    Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to their fair meaning and
shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or construed to constitute an extension of credit
by Lessor to Lessee, if a portion of any payment made to Lessor is deemed to violate any applicable laws regarding usury, such portion shall be held by
Lessor to pay the future obligations of Lessee as such obligations arise and if Lessee discharges and performs all obligations hereunder, such funds will be
reimbursed (without interest) to Lessee on the Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder
shall nevertheless continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the delivery
of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or federal holiday, then such period
or date shall be extended until the immediately following business day. Whenever the words “ including”, “include” or “includes” are used in this Lease,
they shall be interpreted in a non-exclusive manner as though the words “without limitation” immediately followed. Whenever the words day or days are
used in this Lease, they shall mean “calendar day” or “calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for
convenience of reference only and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references
to any “Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached hereto or to
“Medicare” or “Medicaid” include any successor program. If more than one Person is Lessee hereunder, their liability and obligations hereunder shall be
joint and several. Promptly upon the
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request of either party and at its expense, the parties shall prepare, enter into and record a suitable short form memorandum of this Lease. This Lease (a)
contains the entire agreement of the parties as to the subject matter hereof and supersedes all prior or contemporaneous verbal or written agreements or
understandings, (b) may be executed in several counterparts, (including electronically mailed copies in portable document format (PDF)), each of which
shall be deemed an original, but all of which shall constitute one and the same document, (c) may only be amended by a writing executed by the parties, (d)
shall inure to the benefit of and be binding upon the successors and permitted assigns of the parties, (e) shall be governed by and construed and enforced in
accordance with the internal laws of the State of South Carolina, (f) venue of any legal action arising under or pursuant to this Lease shall be in the county
where the premises are located, and (g) incorporates by this reference any Exhibits and Schedules attached hereto.

24.    Intentionally Deleted.

25.    Intentionally Omitted.

2 6 .    Lessor’s Consent. Lessor agrees that all consents which are required for Lessee’s use and occupancy of the Premises in accordance with the
terms of this Lease shall be provided to Lessee in order to carry out the terms and the purpose of this Lease. In all instances in this Lease where consent of this
Lessor is required, Lessor shall not unreasonably withhold, condition or delay such consent.

2 7 .    Notice or Memorandum of Lease. Lessor agrees that upon the execution of this Lease, Lessee shall have the right to record a notice in the
public records of the counties where the Premise is located of the Lessee’s rights provided for herein, in the form attached hereto as Exhibit “F”, and
simultaneously with the execution of this Lease, Lessor shall execute and deliver an original of said notice to Lessee for recording.

2 8 .    Cooperation by Lessor. Lessor agrees, at no cost to Lessor, to cooperate with Lessee in connection with all of Lessee’s applications for all
licenses, permits, certificates, and approvals necessary or required under applicable law for Lessee to use and operate the Facility as a skilled nursing facility.

29.    Brokers. Lessor and Lessee represent and warrant to each other that no brokerage commissions are due to any real estate broker in relation to
this Lease, and agree to indemnify and hold each other harmless for any damages, costs or legal fees which may be incurred as a result of any claims for such
commissions in contravention of the representations in this Section.

30.    Signs. Lessee may affix or place signs on the Premises, so long as the signs are authorized by applicable ordinances. The cost of installation of
such signs shall be at the sole expense of Lessee.

31.    Relationship of Parties. Nothing contained in this Lease shall be deemed or construed as creating the relationship of principal and agent or of
partnership or joint venture between the parties hereto, it being understood and agreed that neither the method of computing Rent nor any other provision
contained herein nor any acts of the parties hereto shall be deemed to create any relationship between the parties hereto other than that of landlord and
tenant.

[Signatures on Following Page]
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IN WITNESS WHEREOF, this Lease has been executed by Lessor and Lessee as of the date first written above.

                    

LESSOR:  
  

SUMTER VALLEY PROPERTY HOLDINGS, LLC
a Georgia limited liability company
  

By: /s/ William McBride
Name: William McBride
Title: Manager

                    

LESSEE:  
  

BLUE RIDGE OF SUMTER LLC,
a South Carolina limited liability company
  

By: /s/ Levi Rudd
Name: Levi Rudd
Title: Blue Ridge of Sumter LLC CEO
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EXHIBIT “A-1”
LEGAL DESCRIPTION
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EXHIBIT A-2
Lessor personal property

“Lessor Personal Property” means: (i) all personal property used in the operation or management of the Facilities, including machinery, equipment, furniture,

furnishings, beds, computers, signage, trade fixtures or other personal property and consumable inventory and supplies, including any and all such personal

property replaced by Lessee as set forth in the Lease, and (ii) all site plans, surveys, soil and substrata studies, architectural drawings, plans and specifications,

engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to the Facilities; provided, however, that Lessor Personal

Property shall not include: (a) any vehicles or computer software used in connection with the operation of the Facilities, or (b) any equipment Leased by

Lessee from third parties, which equipment is not a replacement of what would otherwise be Lessor Personal Property. Lessor’s Personal Property as of the

Execution Date shall include, without limitation, the items listed on the attached Schedule A-2.

EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common Control with the first
Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management and policies of that
Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage, release or disposal of
any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or any portion thereof and
securing an indebtedness of Lessor or any Affiliate of Lessor or any ground, building or similar Lease or other title retention agreement to which the Premises
or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit party or lessor under the
applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable Facility Mortgage, loan
or credit agreement, Lease, note, collateral assignment instruments, guarantees, indemnity agreements and other documents or instruments evidencing,
securing or otherwise relating to the loan made, credit extended, Lease or other financing vehicle pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable substances,
explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other materials, contaminants or pollutants
which pose a hazard to any portion of the Premises or to Persons on or about any portion of the Premises or cause any portion of the Premises to be in
violation of any Hazardous Materials Laws; (b) asbestos in any form which is friable; (c) urea formaldehyde in foam insulation or any other form; (d)
transformers or other equipment which contain dielectric fluid containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any
other more restrictive standard then prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g)
any other chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could pose a hazard
to the health and safety of the occupants of any portion of the Premises or
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the owners and/or occupants of property adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or substances
that are listed in the United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory actions or orders
threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or threatened by any third party against any
portion of the Premises, Lessor or Lessee relating to damage, contribution, cost recovery compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the environment, health
and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.

 
EXHIBIT C

[LESSOR’S WIRE INSTRUCTIONS]

EXHIBIT “C-1”
FAIR MARKET RENTAL

“Fair Market Rental” means, as of the date of determination, the fair market rental of the Premises at its highest and best use, operated as a business
consistent with the business to be operated pursuant to the terms of this Lease, that a willing, comparable, non‑equity Lessee (excluding release and
assignment transactions) would pay, and a willing, comparable Lessor of a comparable building located in the area in applicable geographical areas would
accept, at arm’s length, for buildings of comparable size and quality as the Premises, taking into account the age, quality and layout of the existing
improvements in the Premises and taking into account items that professional real estate appraisers customarily consider, including, but not limited to, rental
rates, availability of competing facilities, Lessee size and any Lease concessions, if any, then being charged or granted by Lessor or the lessors of such similar
facilities. The Fair Market Rental shall be in such amount as agreed to by the parties, or failing such agreement within ten (10) days of such date, as
established pursuant to the following appraisal process.
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Each party shall within ten (10) days after written demand by the other select one MAI Appraiser to participate in the determination of Fair Market
Rental. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall select a third (3 rd) MAI Appraiser. The three (3) selected
MAI Appraisers shall each determine the Fair Market Rental of the Premises or applicable portion thereof within thirty (30) days of the selection of the third
appraiser. Lessee shall pay the fees and expenses of any MAI Appraiser retained pursuant to this Exhibit.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser selected by the other
party shall alone determine the Fair Market Rental of the Premises in accordance with the provisions of this Exhibit and the Fair Market Rental so determined
shall be binding upon the parties. If the MAI Appraisers selected by the parties are unable to agree upon a third (3 rd) MAI Appraiser within the time period set
forth in the foregoing paragraph, either party shall have the right to apply at their own expense to the presiding judge of the court of original trial jurisdiction
in the county in which the Premises or applicable portion thereof are located to name the third (3rd) MAI Appraiser.

Within five (5) days after completion of the third (3rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a majority of the MAI
Appraisers shall attempt to determine the Fair Market Rental of the Premises or applicable portion thereof. If a majority are unable to determine the fair
market value at such meeting, the three (3) appraisals shall be added together and their total divided by three (3). The resulting quotient shall be the Fair
Market Rental. If, however, either or both of the low appraisal or the high appraisal are more than ten percent (10%) lower or higher than the middle
appraisal, any such lower or higher appraisal shall be disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added
together and their total divided by two (2), and the resulting quotient shall be the Fair Market Rental. If both the lower appraisal and higher appraisal are
disregarded as provided herein, the middle appraisal shall be the Fair Market Rental. In any event, the result of the foregoing appraisal process shall be final
and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or applicable portion
thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or applicable portion thereof and holds the
Appraisal Institute’s MAI designation, or, if such organization no longer exists or certifies appraisers, such successor organization or such other organization
as is reasonably agreed upon by Lessee and Lessor.
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EXHIBIT “D”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facilities consisting of:

(1)a reasonably detailed income statement showing, among other things, gross revenues;
(2)total patient days;
(3)occupancy; and
(4)payor mix.

(All via e-mail to _______________________) Thirty (30) days after the end of each calendar month

Quarterly consolidated or combined financial statements

of Lessee

(via e-mail to financials@adcarehealth.com)

Thirty (30) days after the end of each of the first three
quarters of the fiscal year of Lessee and such
Guarantor

Annual consolidated or combined financial statements

of Lessee audited by a reputable certified public accounting firm

(via e-mail to financials@adcarehealth.com)
Ninety (90) days after the fiscal year end of Lessee
and such Guarantor

Regulatory reports with respect to the Facilities, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection and
other reports received by Lessee as to any portion of the Premises and any portion of the Business,
including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations,

by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute or
regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Lessee or any portion of the Premises, the
operation of any portion of the Business or the ability to admit residents or patients; or
(3)any violation of any other permit, approval or certification in connection with any portion of the
Premises or any portion of the Business, by any federal, state or local authority, including Medicare
or Medicaid. Two(2) business days after  receipt

Cost Reports Fifteen (15) days after filing

EXHIBIT “E”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises and/or Facilities or applicable portion thereof on a specified date as agreed to by
the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each party shall within ten
(10) days after written demand by the other party select one MAI Appraiser to participate in the determination of Fair Market Value. For all purposes under
this Lease, the Fair Market Value shall be the fair market value of the Premises and/or Facilities or applicable portion thereof unencumbered by this Lease.
Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall select a third (3 rd) MAI Appraiser. The three (3) selected MAI
Appraisers shall each determine the Fair Market Value of the Premises and/or Facilities or applicable portion thereof within thirty (30) days of the selection of
the third appraiser. Lessee shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Lessor shall pay the fees and expenses of
any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI Appraiser selected by the respective
MAI Appraisers selected by each of the parties.
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If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser selected by the other
party shall alone determine the fair market value of the Premises and/or Facilities or applicable portion thereof in accordance with the provisions of this
Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected by the parties are unable to agree upon a
third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either party shall have the right to apply to the presiding judge of the
court of original trial jurisdiction in the county in which the Premises and/or Facilities or applicable portion thereof are located to name the third (3rd) MAI
Appraiser. The cost of such application to the presiding judge shall be equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a majority of the MAI
Appraisers shall attempt to determine the fair market value of the Premises and/or Facilities or applicable portion thereof. If a majority are unable to determine
the fair market value at such meeting, the three (3) appraisals shall be added together and their total divided by three (3). The resulting quotient shall be the
Fair Market Value. If, however, either or both of the low appraisal or the high appraisal are more than ten percent (10%) lower or higher than the middle
appraisal, any such lower or higher appraisal shall be disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added
together and their total divided by two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are
disregarded as provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall be final
and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or applicable portion
thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or applicable portion thereof and is
certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the Society of Real Estate Appraisers, or, if such
organizations no longer exist or certify appraisers, such successor organization or such other organization as is approved by Lessor.

EXHIBIT “F”
MEMORANDUM OF LEASE

[TO BE ATTACHED]

SCHEDULE 1
RELATED LEASES

1. 2715 South Island Road
Georgetown, South Carolina 29440
84 beds

2. 417 Mountain Trace Road
Sylva, North Carolina 28779
106 beds
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Exhibit 10.411

FIRST AMENDMENT TO LEASE AGREEMENT

THIS FIRST AMENDMENT TO LEASE AGREEMENT (the “Amendment”) is made and entered into as of the __ day of March, 2015, by and
between SUMTER VALLEY PROPERTY HOLDINGS, LLC, a Georgia limited liability company (“Lessor”) and BLUE RIDGE OF SUMTER, LLC, a
South Carolina limited liability company (“Tenant”).

W I T N E S S E T H:

WHEREAS, Lessor and Tenant are parties to that certain lease dated February 27, 2015 (the “Lease”), whereby Tenant leased certain improved
property located at 1761 Pinewood Road, Sumter, South Carolina 29514; and

WHEREAS, Lessor and Tenant desire to amend the Lease as hereinafter set forth.
    
NOW, THEREFORE, for and in consideration of the sum of Ten and No/100 Dollars ($10.00) and other good and valuable consideration, paid by

each party to the other, the receipt and sufficiency of which are hereby acknowledged, and the mutual covenants and benefits flowing between the parties,
Lessor and Tenant, intending to be legally bound, do hereby covenant and agree as follows:

1 .    Capitalized Terms. Unless otherwise defined herein, all capitalized words and phrases used herein shall have the same meanings ascribed to
them in the Lease.

2.    Base Rent. Section 2.1 of the Lease is hereby deleted in its entirety and the following is inserted in lieu thereof:

2.1     Base Rent.

(a) Lease Year One. During first Lease Year, Base Rent shall be Sixty-Four Thousand One Hundred Ninety-Three and
50/100 Dollars ($64,193.50) per month.

(b) Lease Years 2-15. Commencing on the first day of the second (2nd) Lease Year and continuing on the first day of each
Lease Year thereafter through the end of the Initial Term, the Base Rent due each Lease Year shall equal one hundred three percent (103%) of the Base
Rent payable for the immediately preceding Lease Year.

(c) Related Lease for Mountain Trace Facility . Notwithstanding the provisions of Section 2.1(a) and 2.1(b) above, if the
Related Lease for the facility located at 417 Mountain Trace Road, Sylva, North Carolina 28779 (the “Mountain Trace Facility”) does not commence on
or before June 1, 2015, the Base Rent due under this Lease shall increase by twenty percent (20%) over the Base Rent stated in Sections 2.1(a) and 2.1(b)
above and shall continue at such increased rate until the Related Lease for the Mountain Trace Facility commences.

3 .    Asset Management and Professional Services Fee. Section 15.1 of the Lease is hereby deleted in its entirety and the following is inserted in lieu
thereof:

15.1    Entry and Examination of Records. Lessor and its representatives may enter any portion of the Premises with a representative
designated by Lessee at any reasonable time after at least forty-eight (48) hours’ notice to Lessee to inspect the Premises for compliance, to exhibit
the Premises for sale, lease or mortgaging, or for any other reason; provided that no such notice shall be required in the event of an emergency, upon
an Event of Default or to post notices of non-responsibility under any mechanics’ or materialmans’ lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Lessee’s operations of the Facility. Lessor and its representatives shall abide by all rules and
regulations governing nursing facilities during any time when they are at the Premises. During normal business hours, Lessee will permit Lessor and
its representatives, inspectors and consultants to examine all contracts, books and financial and other records (wherever kept) relating to Lessee’s
operations of the Facility. In consideration of the time and expense to be incurred by Lessor with respect to its inspections of the Premises and the
contracts, books and financial and other records relating to Lessee’s operations of the Facility, Lessee agrees to pay Lessor, an asset management and
professional services fee in the amount of $1,000.00 per calendar month during the Term of the Lease (the
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“Asset Management and Professional Services Fee”). Such Asset Management and Professional Services Fee shall be in addition to, and not in lieu
of, Lessee’s obligation to pay Rent as set forth in this Lease. Lessor shall have the same remedies for the collection of the Asset Management and
Professional Services Fee as Lessor has under this Lease for the collection of Rent. Notwithstanding any provision hereof, if the Related Lease for the
Mountain Trace Facility does not commence on or before June 1, 2015, the Asset Management and Professional Services Fee due under this Lease
shall increase by twenty percent (20%) over that stated above and shall continue at such increased rate until the Related Lease for the Mountain
Trace Facility commences.

4 .    Agreement in Effect. Except as herein specifically provided, all other terms and provisions of the Lease shall remain in full force and effect, and
are hereby ratified and reaffirmed by the parties.

[SIGNATURES COMMENCE ON THE FOLLOWING PAGE]

IN WITNESS WHEREOF, the undersigned have executed this Amendment as of the date first above written.

                    

LESSOR:  
  

SUMTER VALLEY PROPERTY HOLDINGS, LLC
a Georgia limited liability company
  

By: /s/ William McBride
Name: William McBride
Title: Manager

                    

LESSEE:  
  

BLUE RIDGE OF SUMTER LLC,
a South Carolina limited liability company
  

By: /s/ Levi Rudd
Name: Levi Rudd
Title: Blue Ridge of Sumter LLC CEO
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Exhibit 10.412

LEASE AGREEMENT

THIS LEASE AGREEMENT  (this “Lease”) is entered into as of the 27th day of February, 2015 (the “Execution Date”) by and between
MOUNTAIN TRACE NURSING ADK, LLC, an Ohio limited liability company (“Lessor”) and BLUE RIDGE ON THE MOUNTAIN LLC, a North
Carolina limited liability company (“Lessee”), for the improved real property described on Exhibit “A-1” and any and all improvements now or hereinafter
located on such real property, together with all parking and loading areas, all easements, rights of way, and other rights appurtenant thereto (collectively, the
“Premises”), on which Premises is located that certain 106 bed skilled nursing facility located at 417 Mountain Trace Road, Sylva, North Carolina 28779
commonly known as “Mountain Trace Nursing Center” (the “Facility”) including the “Lessor Personal Property” associated therewith described on
Exhibit “A-2”. Certain capitalized terms used in this Lease are defined on Exhibit “B”.

RECITALS

WHEREAS, Lessor desires to Lease the Premises to Lessee and Lessee desires to Lease the Premises from Lessor on the terms and conditions
hereinafter set forth; and

WHEREAS, Affiliates of Lessor desire to lease other facilities related to this transaction more particularly described in Schedule 1 to Affiliates of
Lessee (collectively, “Related Lease Affiliates”) pursuant to leases substantially similar to this Lease and dated concurrently herewith (collectively, the
“Related Leases”).

NOW, THEREFORE, in consideration of the mutual promises set forth herein and other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, the parties agree as follows:

1 .    Term. The initial term of this Lease is fifteen (15) years (the “Initial Term”). A “Lease Year” is the twelve (12) month period commencing on
the Commencement Date (as defined below) and each anniversary thereof during each year of the Term. The Initial Term shall commence on the first day of
the month following the month in which Lessor has received copies of all licenses and other approvals issued to Lessee required by the State in which the
Facility is located but no later than April 1, 2015 (the “Commencement Date”) and shall end on the last day of the one hundred eightieth (180th) full calendar
month thereafter, and may be extended for two (2) separate renewal terms of five (5) years each (each a “Renewal Term”) if (a) at least one-hundred eighty
(180) days prior to the end of the Initial Term or the existing Renewal Term, as applicable, Lessee delivers to Lessor a “ Renewal Notice” indicating that
Lessee desires to exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (i) as of the date Lessor receives
the Renewal Notice or (ii) on the last day of the Initial Term or the existing Renewal Term, as applicable and (c) all Related Lease Affiliates concurrently
deliver appropriate Renewal Notices exercising renewal options for all Related Leases which have not been terminated in accordance with the terms set forth
therein. For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or Renewal Term (if any) or the earlier date on which this Lease
may be terminated as provided herein. For purposes hereof, “Term” shall mean the Initial Term together with any Renewal Term if exercised by Lessee.

2 .    Rent. During the Term, Lessee shall pay in advance to Lessor on or before the 1 st day of each month the following amounts (hereinafter Base
Rent and Additional Rent are collectively referred to as “Rent”):

2.1    Base Rent.

(a)    Lease Year One. During first Lease Year, Base Rent shall be Fifty-nine Thousand and 00/100 Dollars ($59,000.00) per
month.

( b )    Lease Years 2-15 . Commencing on the first day of the second (2nd) Lease Year and continuing on the first day of each
Lease Year thereafter through the end of the Initial Term, the Base Rent due each Lease Year shall equal one hundred three percent (103%) of the Base
Rent payable for the immediately preceding Lease Year.

2 .2    Additional Rent. In addition to Base Rent, Lessee shall pay to Lessor “Additional Rent” in the amount of Fifty-three Thousand and
00/100 Dollars ($53,000.00) per Lease Year (106 total beds x $500/per bed). The Additional Rent shall be paid in equal monthly payments of $4,417.00,
shall remain the sole property of Lessee and shall be held by Lessor in a segregated interest bearing account (the “Improvements Account”) and shall be made
available by Lessor to Lessee, upon written request by Lessee to Lessor, for capital improvements and repairs to the Facility on an as-needed basis from time
to time during the Term as determined by Lessee. On or prior to the Commencement Date, Lessor shall deposit the sum of $30,000.00 (the “Lessor
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Contribution”) into the Improvements Account, which funds shall be available for use by Lessee as provided in this Section. The funds representing the
Lessor Contribution shall be considered the first funds disbursed to Lessee as provided in this Section until the Lessor Contribution Funds have been fully
disbursed to Lessee. On the Termination Date, the balance of any funds in the Improvements Account shall be delivered by Lessor to Lessee.

2 . 3    Renewal Term Base Rent. To establish a fair market Base Rent for the Premises during a Renewal Term, the Base Rent for the
applicable Renewal Term shall be reset and expressed as an annual amount equal to the lesser of (a) the Fair Market Rental of the Premises as established
pursuant to Exhibit C-1, or (b) one hundred three percent (103%) of the Base Rent due for the immediately preceding Lease Year. Commencing with the
second (2nd) Lease Year of a Renewal Term, the Base Rent due each Lease Year shall equal one hundred three percent (103%) of the Base Rent payable for
the immediately preceding Lease Year. Notwithstanding any provision hereof, Base Rent for the first (1st) Lease Year of a Renewal Term shall not be less than
the Base Rent paid during the final Lease Year of the Initial Term or the final Lease Year of the first Renewal Term, as applicable.

2 .4    Absolute Net Lease. All Rent payments shall be absolutely net to Lessor, free or any and all Taxes (as defined below in Section 5),
Other Charges (as defined below in Section 5), and operating or other expenses of any kind whatsoever, all of which shall be paid by Lessee, except as
otherwise provided in this Lease. Lessee shall at all times during the Term remain obligated under this Lease without any right of set-off, counterclaim,
abatement, deduction, reduction or defense of any kind. Lessee’s sole right to recover damages against Lessor under this Lease shall be to prove such
damages in a separate action.

2 . 5    Payment Terms . All Rent and other payments to Lessor hereunder shall be paid by wire transfer in accordance with Lessor’s wire
transfer instructions attached hereto as Exhibit C, or as otherwise directed by Lessor from time to time.

3.    Security Deposit. Lessee shall deposit with Lessor and maintain during the Term the cash sum of Sixty Thousand and 00/100 Dollars
($60,000.00) as a security deposit (the “Security Deposit”) which Lessor shall hold as security for the full and faithful performance by Lessee of every term,
provision, obligation and covenant under this Lease and subject to the terms and conditions of this Lease. The Security Deposit shall be paid upon execution
of this Lease. The Security Deposit may be deposited by Lessor into an interest-bearing account, which interest shall accrue for the sole benefit of Lessor and
not Lessee. The Security Deposit shall not be considered an advance payment of Rent (or of any other sum payable by Lessee under this Lease) or a measure
of Lessor’s damages in case of a default by Lessee. Lessor shall have no obligation to maintain the Security Deposit separate and apart from Lessor’s general
and/or other funds. If (i) Lessee defaults beyond the applicable notice and/or cure period in respect of any of the terms, provisions, covenants and conditions
of this Lease or (ii) a Related Lease Affiliate defaults beyond the applicable notice and/or cure period in respect of any of the terms, provisions, covenants
and conditions of any Related Lease, Lessor may, but shall not be required to, in addition to and not in lieu of any other rights and remedies available to
Lessor, apply all or any part of the Security Deposit to the payment of any sum in default, or any other sum that Lessor may expend or be required to expend
by reason of such default, including but not limited to, any damages or deficiency in reletting the Premises. Whenever, and as often as, Lessor has applied any
portion of the Security Deposit to cure a default (as described in the preceding sentence), Lessee shall, within ten (10) days after Notice from Lessor, deposit
additional money with Lessor sufficient to restore the Security Deposit to the full amount then required to be deposited with Lessor, and Lessee’s failure to do
so shall constitute an Event of Default without any further Notice. If Lessor transfers or assigns its interest under this Lease, Lessor shall assign the Security
Deposit to the new lessor and thereafter Lessor shall have no further liability for the return of the Security Deposit, and Lessee agrees to look solely to the new
lessor for the return of the Security Deposit. Lessee agrees that it will not assign or encumber or attempt to assign or encumber the Security Deposit and that
Lessor, its successors and assigns may return the Security Deposit to the last lessee in possession of the Premises at the last address for which Notice has given
by such lessee and that Lessor thereafter shall be relieved of any liability therefor, regardless of one or more assignments of this Lease or any such actual or
attempted assignment or encumbrances of the Security Deposit. The Security Deposit shall be returned by Lessor to the last lessee in possession of the
Premises as required by applicable law following the Termination Date.
 

4 .    Late Charges. The late payment of Rent or other amounts due under this Lease will cause Lessor to lose the use of such money and incur
administrative and other expenses not contemplated under this Lease. While the exact amount of the foregoing is difficult to ascertain, the parties agree that
as a reasonable estimate of fair compensation to Lessor, if Rent or any other amount is not paid within (a) five (5) business days after the due date for such
payment, then Lessee shall thereafter pay to Lessor on demand a late charge equal to three percent (3%) of such delinquent amounts, and (b) ten (10) business
days after the due date for such payment, such unpaid amount shall accrue interest from such date at the rate of eight percent (8%) per annum (the “Agreed
Rate”).

5 .    Taxes and Other Charges. At the commencement and at the expiration of the Term, all Taxes and Other Charges shall be prorated. Lessor shall
promptly forward to Lessee copies of all bills and payment receipts for Taxes or Other Charges received by it. Throughout the Term, Lessee shall pay and
discharge (including the filing of all required returns), prior to delinquency or imposition of any fine, penalty, interest or other cost (“Penalty”), (a) “Taxes”,
consisting of any real property and other taxes
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and assessments levied or assessed with respect to the Premises (excluding income taxes, franchise taxes, estate taxes, transfer taxes and/or gross receipts taxes
that may be imposed upon Lessor), and (b) “Other Charges”, consisting of any utilities and other costs and expenses of the Facility or any portion of the
Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the Term. Lessee shall pay the foregoing prior to
delinquency and before any Penalty, but may pay the foregoing in permitted installments (whether or not interest accrues on the unpaid balance). Within ten
(10) days of its receipt of Lessor’s written notice of payment, Lessee shall pay Lessor an amount equal to any Taxes or Penalty that Lessor at any time is
assessed or otherwise becomes responsible and for which Lessee is liable under this Lease. However, nothing in this Lease shall obligate Lessee to pay
penalties incurred as a result of Lessor’s failure to timely forward bills to Lessee.

5.1    Protests. Lessee has the right, but not the obligation, in good faith to protest or contest (a “Protest”) in whole or in part (a) the amount
or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined in Section 8.1), by appropriate proceedings
sufficient to (i) prevent the collection or other realization of such Taxes, Other Charges or Liens, or (ii) prevent the sale, forfeiture or loss of any portion of the
Premises, or (iii) prevent the forfeiture of Rent to satisfy such Taxes, Other Charges or Liens (so long as it provides Lessor with reasonable security to assure
the foregoing). If Lessee commences a Protest, Lessee shall diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other
Charges or Lien. Lessor shall cooperate in any Protest that involves an amount assessed against the Premises.

5 . 2    Impound. If required by a Facility Mortgagee (as hereinafter defined) or upon Lessor’s written notice to Lessee during the Term,
Lessor may require Lessee to pay with each Rent payment a deposit of one-twelfth (1/12th) of the amount required to discharge the annual amount of real
property Taxes secured by a Lien encumbering any portion of the Premises as and when they become due. The deposits shall not bear interest nor be held by
Lessor in trust or as an agent of Lessee, but rather shall be applied to the payment of the related obligations. If at any time within thirty (30) days prior to the
due date the deposits shall be insufficient for the payment of the obligation in full, Lessee shall within ten (10) days after demand deposit the deficiency with
Lessor. If deposits are in excess of the actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced proportionately and any
such excess as of the Termination Date shall be refunded to Lessee. Lessee shall forward to Lessor or its designee all Tax bills, bond and assessment
statements promptly upon receipt. If Lessor transfers this Lease, it shall transfer all such deposits to the transferee, and Lessor shall thereafter have no liability
of any kind with respect thereto.

5 .3    Tax Treatment; Reporting . Lessor and Lessee shall treat this transaction as a true lease for state law purposes and shall report this
transaction as a lease for Federal income tax purposes.  For Federal income tax purposes each shall report this lease as a true lease with Lessor as the owner of
the Premises and Lessee as the lessee of such Premises including: (a) treating Lessor as the owner of the property eligible to claim depreciation deductions
under Section 167 or 168 of the Internal Revenue Code of 1986 (the “Code”) with respect to the Premises, (b) Lessee reporting its Rent payments as rent
expense under Section 162 of the Code, and (c) Lessor reporting the Rent payments as rental income. For the avoidance of doubt, nothing in this Lease shall
be deemed to constitute a guaranty, warranty or representation by either Lessor or Lessee as to the actual treatment of this transaction for state law purposes
and for federal income tax purposes.

6 .    Insurance. All insurance provided for in this Lease shall (i) be maintained under valid and enforceable policies issued by insurers licensed and
approved to do business in the state where the Facility is located, (ii) name Lessor as an additional insured (excluding the worker’s compensation coverage)
and, for the property insurance policies, as the owner, (iii) be on an “occurrence” basis, or if claims made, include a provision whereby tail coverage costs are
specified upon policy inception, (iv) cover all of Lessee’s operations at the Facility, (v) provide that the policy may not be canceled except upon not less
than thirty (30) days’ prior written notice to Lessor and (vi) be primary and provide that any insurance with respect to any portion of the Premises maintained
by Lessor is excess and noncontributing with Lessee’s insurance. The property policy(ies) shall also name the Lessor and all Facility Mortgagees as loss
payees. The parties hereby waive as to each other all rights of subrogation which any insurance carrier, or either of them, may have by reason of any provision
in any policy issued to them, provided such waiver does not thereby invalidate such policy. Original policies or satisfactory insurer certificates evidencing
the existence of the insurance required by this Lease and showing the interest of Lessor and all Facility Mortgagees shall be provided to Lessor prior to the
Commencement Date or, for a renewal policy, not less than ten (10) days prior to the expiration date of the insurance policy being renewed. If Lessor is
provided with a certificate, it may demand that Lessee provide a complete copy of the related policy within thirty (30) days. Lessee may satisfy the insurance
requirements hereunder through coverage under so-called blanket policy(ies) of insurance carried and maintained by Lessee regarding other operations or
facilities; provided, however, that the coverage afforded Lessor will not be reduced or diminished or otherwise be different from that which would exist under
a separate policies of insurance meeting all other requirements of this Lease by reason of the use of such blanket policies of insurance. During the Term,
Lessee shall maintain the following insurance and any claims thereunder shall be adjudicated by and at the expense of it or its insurance carrier:

(a)    Property Insurance with respect to the Facility against loss or damage from all causes under standard “all risk” property
insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted
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the amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm, explosion, smoke
damage, vehicle damage, sprinkler leakage, flood (if the Facility is located in a special flood zone for which flood insurance is required), vandalism,
earthquake, malicious mischief and any other risks normally covered under an extended coverage endorsement, in amounts that are not less than the actual
replacement value of the Facility and all Lessor and Lessee Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Notwithstanding anything contained
in this Lease to the contrary, neither Lessor nor any Facility Mortgagee shall be a loss payee with respect to Lessee Personal Property. Additionally, if the
Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed amount endorsement (such
that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-insurance penalty), covering the major components of
the central heating, air conditioning and ventilating systems, boilers, other pressure vessels, high pressure piping and machinery, elevators and escalators, if
any, and other similar equipment installed in the Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility,
which policies shall insure against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered
thereunder;

(b)    Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental value for a period not less
than twelve (12) months, covering perils consistent with the requirements of Section 6(a), and including either an agreed amount endorsement or a waiver of
any co-insurance provisions, so as to prevent Lessee, Lessor and any other insured thereunder from being a co-insurer, and providing that any covered loss
thereunder shall be payable to the Lessor;

(c)    Commercial General Public Liability Coverage with respect to the Facility (including products liability and broad form
coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility, affording the parties protection of not less than
$1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Lessor as additional insured;

(d)    Professional Liability Coverage with respect to the Facility, providing for claims specifically relating to patient care and
services provided by the Facility staff, its’ contractors and all related parties, to include coverage of medical directors with regard to their administrative
duties provided to the Facility, with limits of not less than $1,000,000.00 per occurrence/$3,000,000.00 in the aggregate, naming Lessor as an additional
insured. If such coverage is purchased on a claims made basis, upon the Termination Date, Lessee must purchase tail coverage extending through the statute
of limitations;

(e)    Worker’s Compensation and Employers Liability Insurance  with respect to the Facility for losses sustained by Lessee’s
employees in the course and scope of their employment, as well as volunteers, and otherwise consistent with all applicable state law and meeting all other
legal requirements;

(g)     Deductibles/Self-Insured Retentions for each of the above policies shall not be greater than One Hundred Thousand Dollars
($100,000.00); provided, however, that if the Facility is located within a high risk area, the deductible for windstorm coverage may be three percent (3%) of
the insured value. If required by a Facility Mortgagee, Lessor shall have the right to require a lower deductible amount or set higher policy limits, to the
extent commercially available.

7.    Use, Regulatory Compliance and Preservation of Business.

7.1    Permitted Use; Qualified Care. Lessee shall continuously use and occupy the Facility during the Term as a skilled nursing facility
with not less than the number of licensed beds set forth in the Recitals hereto and for ancillary services relating thereto, but for no other purpose. Lessee shall
not be in default of the foregoing requirement at any time when Lessee is prevented from use or occupancy of the Facility due to the need to repair damage
from a casualty, or during renovations by Lessee. Lessee shall provide care, treatment and services to all residents of the Facility in a manner consistent with
all applicable laws. Notwithstanding any common law or statutory right, Lessee and Lessor each agree not to transfer, move or otherwise take action that
reduces licensed bed complement of the Facility and Lessee and Lessor each agree not to take any of the licensed beds out of service or move the beds to a
different location.

7.2    Regulatory Compliance. During the Term, Lessee, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the Facility. To the extent
applicable, Lessee shall comply in all material respects with all Medicare, Medicaid and other third-party payor certification requirements, including timely
filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that the Facility continues to be fully
certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when it is returned to Lessor, all without any suspension,
revocation, decertification or other material limitation of such certification. Further, Lessee shall not commit any act or omission that would in any way
materially violate any certificate of occupancy affecting the Facility, result in closure of the Facility or
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result in the sale or transfer of all or any portion of any related certificate of need (if applicable), bed rights or other similar certificate or license at the Facility.
During the Term, all inspection fees, costs and charges associated with a change of such licensure or certification shall be borne solely by Lessee.
Notwithstanding anything to the contrary contained in this Lessee, Lessee shall have the right to protest or appeal any licensing and other laws and all
covenants, conditions, restrictions and other use or maintenance requirements applicable to the Facility and, to the extent applicable, all Medicare, Medicaid
and other third-party payor certification requirements. Lessor agrees to cooperate with Lessee provided that Lessor does not incur any out-of-pocket expenses
in connection therewith that are not reimbursed by Lessee. During the Term, Lessor shall not have the right to change the licensure or certifications
applicable to the Facility, or to assign any such licensure or certifications to any third party.

8.    Acceptance, Maintenance, Upgrade, Alteration and Environmental.

8.1    Acceptance “AS IS”; No Liens. Lessee acknowledges that it is presently engaged in operations similar to those to be conducted at the
Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied on any representations or warranties, express or implied, of
any kind from Lessor, except as expressly set forth in this Lease. Lessee has investigated the Premises, has selected the Premises to its own specifications, has
concluded that no improvements or modifications to them are required in order to operate the Facility, and accepts the Facility and the Premises on an “AS
IS” basis and assumes all responsibility and cost for the correction of any observed or unobserved deficiencies or violations. Notwithstanding its right to
Protest set forth in Section 5.1, Lessee shall not cause or permit any lien, levy or attachment to be placed or assessed against any portion of the Premises or the
operation thereof (a “Lien”) for any reason, provided that nothing in this Lease shall require Lessee to keep the Premises free of liens that may be filed as a
result of Lessor’s action or omissions.

In order to induce Lessee to enter into this Lease, Lessor warrants and represents to Lessee as of the Commencement Date, that to Lessor’s knowledge
without inquiry or investigation, the following: (i) the Facility is suitable for the operation of the existing use as a skilled nursing facility; (ii) the Facility is
not in violation of the provisions of any applicable building code, zoning code, fire regulation or any other law, ordinance, order or regulation and Lessor has
no knowledge of any facts which would give rise to the same; and (iii) Lessor has good and marketable fee simple title to the Premises.

After the Execution Date of this Lease, Lessee shall be entitled to have the Premises inspected by a third party inspector and to have a property
condition assessment report prepared with respect to the Premises. Lessor and Lessee shall agree upon certain items of deferred maintenance at the Facility
(and the cost to complete such items) that Lessor shall complete at its sole expense prior to the Commencement Date (collectively, the “Deferred
Maintenance Items”). If Lessor does not complete the Deferred Maintenance Items prior to the Commencement Date, at Lessee’s election, either (i) the funds
to complete such Deferred Maintenance Items shall be paid to Lessee by Lessor and used by Lessee to complete such items (and if Lessor fails to deliver such
funds to Lessee within five (5) days after Lessee’s written request for the same, Lessee may advance such funds on behalf of Lessor and thereafter Lessor shall
reimburse Lessee for such funds within five (5) days after Lessee’s written request for reimbursement), or (ii) Lessee may terminate this Lease upon written
notice to Lessor. Notwithstanding any provision of this Lease, if the parties are unable to agree upon the Deferred Maintenance Items prior to the
Commencement Date, either party may terminate this Lease upon written notice to the other party.

8 .2    Lessee’s Maintenance Obligations. Lessee shall (a) keep and maintain the Premises and the Facility in good appearance, repair and
condition and maintain proper housekeeping, (b) promptly make all repairs (interior and exterior, structural and nonstructural, ordinary and extraordinary,
foreseen and unforeseen) necessary to keep the Facility in good and working order and condition and in substantial compliance with all applicable
requirements and laws relating to the business conducted thereon, including if applicable, certification for participation in Medicare and Medicaid, and (c)
keep and maintain all Lessor Personal Property listed in this Lease and Lessee Personal Property in good condition, ordinary wear and tear excepted, and
repair and replace such property consistent with prudent industry practice as required under this Lease. The funds held in escrow in the Improvements
Account shall be made available to Lessee for Lessee’s use in connection with the obligations set forth in this Section.

8 . 3    Alterations by Lessee. Lessee may alter, improve, exchange, replace, modify or expand (collectively, “ Alterations”) the Facility,
equipment or appliances on the Premises from time to time as it may determine is desirable for the continuing and proper use and maintenance of the
Premises; provided, that any Alterations in excess of One Hundred Thousand Dollars ($100,000.00) with respect to the Facility in any rolling twelve (12)
month period shall require Lessor’s prior written consent, which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall
immediately become a part of the Premises and the property of Lessor subject to this Lease, and the cost of all Alterations or other purchases, whether
undertaken as an on-going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall be borne solely by Lessee. All Alterations shall
be constructed in a good and workmanlike manner in compliance with all applicable laws and the insurance required under this Lease. The funds held in
escrow in the Improvements Account shall be made available to Lessee for Lessee’s use in connection with any Alterations made by Lessee. Notwithstanding
the foregoing, Lessor consent is not required (but Lessee
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shall provide notice thereof to Lessor) for any Alteration that is (i) required by applicable law or by any insurance underwriter, or (ii) necessary for the health,
welfare and safety of the residents.

8.4    Hazardous Materials. Lessee’s use of the Premises shall comply with all Hazardous Materials Laws. If any Environmental Activities
occur or are suspected to have occurred in violation of any Hazardous Materials Laws by Lessee during the Term or if Lessee has received notice of any
Hazardous Materials Claim against any portion of the Premises as a result of Lessee’s acts or omissions during the Term, Lessee shall promptly obtain all
permits and approvals necessary to remedy any such actual or suspected problem through the removal of Hazardous Materials or otherwise, and upon Lessor’s
approval of the remediation plan, remedy any such problem to the reasonable satisfaction of Lessor and all applicable governmental authorities, in
accordance with all Hazardous Materials Laws and good business practices. During the Term, Lessee shall promptly advise Lessor in writing of (a) any
Environmental Activities in violation of any Hazardous Materials Laws; (b) any Hazardous Materials Claims against Lessee or any portion of the Premises;
(c) any remedial action taken by Lessee in response to any Hazardous Materials Claims or any Hazardous Materials on, under or about any portion of the
Premises in violation of any Hazardous Materials Laws; (d) Lessee’s discovery of any occurrence or condition on or in the vicinity of any portion of the
Premises that materially increases the risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all written communications to or
from Lessee, any governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any portion
of the Premises, including copies thereof. Lessor shall have the right, at Lessee’s sole cost and expense (including, without limitation, Lessor’s reasonable
attorneys’ fees and costs) and with counsel chosen by Lessor, to join and participate in, as a party if it so elects, any legal proceedings or actions initiated in
connection with any Hazardous Materials Claims. Lessor represents and warrants to Lessee that to Lessor’s knowledge, without inquiry or investigation, there
are no pending claims or causes of action arising out or relating to the Facility or the Premises as of the Commencement Date. Lessee shall not have any
obligations or liabilities with respect to any existing conditions or matters relating to the Facility or the Premises as of the Commencement Date.

9 .    Lessee Property. Lessee shall obtain and install all items of furniture, fixtures, supplies and equipment not included as Lessor Personal
Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease (“Lessee Personal Property”, which
collectively with the “Lessee Intangible Property” shall be referred to herein as “Lessee Property”.) As used herein, “Lessee Intangible Property” means all
the following at any time owned by Lessee in connection with its use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds
thereof; rents, profits, income or revenue derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts
with residents, employees and third-party payors), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or Other Charges for
periods of time during the Term; and licenses and permits necessary or desirable for Lessee’s use of any portion of the Premises, including licensed Medicaid
beds (if applicable). Except as may be allowed under common law, Lessor shall have no lien or security interest in or to the Lessee Intangible Property, and
any such common law lien or security interest of Lessor shall be subordinate to the lien and security interest of any third party lender providing to Lessee a
working capital line of credit, whether such working capital line of credit exists as of the Commencement Date or future working capital lines of credit, and
no further instrument of subordination shall be required. Notwithstanding the foregoing, Lessor does hereby subordinate any and all lien rights which Lessor
may now have or hereinafter acquire (whether provided under this Lease, applicable statutes, common law, or otherwise) in all furniture, fixtures, equipment,
chattels, inventory, and other personal property of Lessee which may be located in the Premises (including, without limitation, all accounts receivable of
Lessee), to all lien rights, and security interests which may be held by any seller, lessor, or lending institution which (i) provides financing to Lessee secured
by any of such items, or (ii) provides such items or the funds to purchase or lease the same. This subordination provision is hereby declared by Lessor and
Lessee to be self-operative and no further instrument shall be required to effect such subordination of Lessor's lien rights; provided, however, that Lessor
shall promptly execute any and all documentation which may be reasonably requested to confirm the subordination of Lessor's lien rights in relation to said
items.

1 0 .    Financial, Management and Regulatory Reports. Lessee shall provide Lessor with the reports listed in Exhibit “D” at the time described
therein, and such other information about it or the operations of the Facility as Lessor may reasonably request from time to time, including such information
requested in connection with any financing of the Premises sought by Lessor. All financial information provided by Lessee shall be prepared in accordance
with generally accepted accounting principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked “.xlsx”
spreadsheets created using Microsoft Excel (2003 or newer editions). If Lessee or any Affiliate becomes subject to any reporting requirements of the
Securities and Exchange Commission (“SEC”) during the Term, it shall concurrently deliver to Lessor such reports as are delivered pursuant to applicable
securities laws. Similarly, should Lessor or its parent, AdCare Health Systems, Inc., be subject to any particular reporting requirements of the SEC during the
Term for which it needs reports, documentation or other information from Lessee, Lessee agrees to deliver such reports, documentation and information
within ten (10) days after Lessor’s request for the same. Lessor shall comply with all requirements of applicable law with respect to any such information
provided by Lessee, including, without limitation, the Health Insurance Portability and Accountability Act of 1996 and its implementing regulations as
amended by the Health Information Technology for Economic and Clinical Health Act (“HIPAA”).
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11 .    Representations and Warranties. Each party represents and warrants to the other that: (a) this Lease and all other documents executed or to
be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it is duly organized, validly existing and in good
standing under the laws of the state of its formation and is duly authorized and qualified to perform this Lease within the state where the Facility is located;
and (c) neither this Lease nor any other document executed or to be executed in connection herewith violates the terms of any other agreement of such party
and will not result in a breach of or default by Lessor under any term or provision of any law, order, writ, decree, contract, agreement or other instrument to
which the party is a party or to which the party or the Facility is subject.

12.    Events of Default. So long as there is no Event of Default, Lessee shall peaceably and quietly have, hold and enjoy the Premises for the Term,
free of any claim or other action not caused or created by Lessee or pursuant to Sections 16 or 17. The occurrence of any of the following events will
constitute an “Event of Default” on the part of Lessee, and there shall be no cure period therefor except as otherwise expressly provided:

(a) Lessee’s failure to pay within ten (10) days of when due any Rent, Taxes, Other Charges or other required payments;
(b) (i) The revocation, suspension or material limitation of any license required for the operation of the Facility or the

certification of the Facility for provider status under Medicare or Medicaid, if applicable, which does not result in the closure of the Facility and which is
not cured within sixty (60) days of the date of such revocation, suspension or limitation ; (ii) the closure of the Facility; (iii) the sale or transfer of all or
any portion of any certificate of need, bed rights or other similar certificate or license relating to the Facility; or (iv) the use of any portion of the Facility
other than for a skilled nursing facility and for ancillary services relating thereto;

(c) Any other material suspension, termination or restriction placed upon Lessee, the Facility or the ability to admit
residents or patients (e.g., an admissions ban or non-payment for new admissions by Medicare or Medicaid resulting from an inspection survey, if
applicable) which does not result in the closure of the Facility and which is not cured within sixty (60) days of the date of such suspension, termination or
restriction;

(d) Any misrepresentation by Lessee under this Lease or material misstatement or omission of fact in any written report,
notice or communication from Lessee to Lessor which is not remedied within thirty (30) days after written notice from Lessor to Lessee;

(e) The failure to perform or comply with the provisions of Sections 6 or 15;

(f) (i) Lessee shall generally not pay its debts as they become due, or shall admit in writing its inability to pay its debts
generally, or shall make an assignment of all or substantially all of its property for the benefit of creditors; or (ii) a receiver, trustee or liquidator shall be
appointed for Lessee or any of its property, if within five (5) business days of such appointment Lessee does not inform Lessor in writing that they intend
to cause such appointment to be discharged or such discharge is not diligently prosecuted to completion within sixty (60) days after the date of such
appointment; (iii) the filing by Lessee of a voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any
arrangement or other debtor’s relief; or (iv) the involuntary filing of such a petition against Lessee by any other party, unless Lessee within five (5)
business days of such filing informs Lessor in writing of its intent to cause such petition to be dismissed, such dismissal is diligently prosecuted and such
petition is dismissed within one hundred twenty (120) days after filing; or

(g) The failure to perform or comply with any provision of this Lease not requiring the payment of money unless (i) within
three (3) business days of Lessee’s receipt of a notice of default from Lessor, Lessee gives Lessor notice of its intent to cure such default; and (ii) Lessee
cures it either (x) within thirty (30) days after such notice from Lessor or (y) if such default cannot with due diligence be so cured because of the nature of
the default or delays beyond the control of Lessee and cure after such period will not have a material adverse effect upon the Facility, then such default
shall not constitute an Event of Default if Lessee uses its commercially reasonable efforts to cure such default by promptly commencing and diligently
pursuing such cure to the completion thereof and cures it within ninety (90) days after such notice from Lessor.

13 .    Remedies. Upon the occurrence of an Event of Default, Lessor may exercise all rights and remedies under this Lease and the laws of the state
where the Facility is located that are available to a Lessor of real and personal property in the event of a default by its Lessee, and as to the Lessee Property,
all remedies granted under the laws of such state to a secured party under its Uniform Commercial Code. Lessor shall have no duty to mitigate damages unless
required by applicable law and Lessor shall not be responsible or liable for any failure to relet the Premises or to collect any rent due upon any such reletting.
Upon the occurrence of an Event of Default, Lessee shall pay Lessor, promptly upon demand, all reasonable expenses incurred by it in obtaining possession
and reletting any of the Premises, including reasonable fees, commissions and costs of attorneys, architects, agents and brokers.
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1 3 .1    General. Without limiting the foregoing, Lessor shall have the right (but not the obligation) to do any of the following upon an
Event of Default: (a) sue for the specific performance of any covenant of Lessee as to which it is in breach; (b) enter upon any portion of the Premises,
terminate this Lease, dispossess Lessee from the Premises through appropriate legal procedures and/or collect money damages by reason of Lessee’s breach,
including the acceleration of all Rent which would have accrued after such termination and all obligations and liabilities of Lessee under this Lease which
survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money damages as the same come due; and (d) (before or
after repossession of the Premises pursuant to clause (b) above and whether or not this Lease has been terminated) relet any portion of the Premises to such
Lessee(s), for such term(s) (which may be greater or less than the remaining balance of the Term), rent, conditions (which may include concessions or free rent)
and uses as it may determine in its sole discretion and collect and receive any rents payable by reason of such reletting. In the event of an acceleration of
Rent, all Rent which would be due and payable under this Lease as of the date of the Event of Default through the end of the then-current Term shall be
discounted at a rate equal to one (1) percentage point above the discount rate in effect on the date of payment (for a term most closely approximating the
remainder of the then-current Term) at the Federal Reserve Bank nearest the Premises, and which resulting amount shall be payable to Landlord in a lump
sum, it being understood that upon payment of such liquidated and agreed final damages, Lessee shall be released from further liability under this Lease with
respect to the period after the date of such payment. All rent collected by Lessor in connection with such reletting shall be applied against all Rent,
Additional Rent and other sums due from Lessee under this Lease.

1 3 . 2    Remedies Cumulative; No Waiver . No right or remedy herein conferred upon or reserved to Lessor or Lessee is intended to be
exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any other right or remedy given
hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall run concurrently with any provided by applicable
law. No failure of Lessor or Lessee to insist at any time upon the strict performance of any provision of this Lease or to exercise any option, right, power or
remedy contained herein shall be construed as a waiver, modification or relinquishment thereof as to any similar or different breach (future or otherwise) by
Lessee or Lessor, as applicable. Lessor’s receipt of and Lessee’s payment of any Rent or other sum due hereunder (including any late charge) with knowledge
of any breach shall not be deemed a waiver of such breach, and no waiver by Lessor of any provision of this Lease shall be effective unless expressed in a
writing signed by it.

13.3    Performance of Lessee’s Obligations. If Lessee at any time shall fail to make any payment or perform any act on its part required to
be made or performed under this Lease and not remedy the same within the applicable notice and/or cure period, then Lessor may, without waiving or
releasing Lessee from any obligations or default hereunder, make such payment or perform such act for the account and at the expense of Lessee after
delivering Lessee thirty (30) days’ notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all such action as
may be reasonably necessary. No such entry shall be deemed an eviction of Lessee. All sums so paid by Lessor and all necessary and reasonable incidental
costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection with the performance of any such act by it, together with
interest at the Agreed Rate (as defined in Section 3 hereof) from the date of the making of such payment or the incurring of such costs and expenses, shall be
payable by Lessee to Lessor upon Lessor’s written demand therefor.

13.4    Lessor Default. Lessee may exercise all rights and remedies available under the laws of the state where the Facility is located in the
event of a default by Lessor under the terms of this Lease.

14.    Provisions on Termination.

14 .1    Surrender of Possession. On the Termination Date, Lessee shall deliver to Lessor or its designee possession of (a) the Facility and
associated Lessor Personal Property in a neat and clean condition and in as good a condition as existed at the date of Lessee’s possession and occupancy
pursuant to this Lease, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable) business at the Facility including, at
Lessee’s sole cost, any Alterations necessitated or imposed in connection with a change of ownership inspection survey for the transfer of operation of any
portion of the Premises to Lessor or its designee, provided that such Alterations are necessitated by Lessee’s use, occupancy and operations of the Facility
during the Term, and (c) all patient charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records
relating to the Facility and the Premises. Accordingly, Lessee shall not at any time during or after the Term seek to transfer, surrender, allow to lapse, or grant
any security interest or any other interest in and to the licenses, permits or certifications relating to the Facility or the Premises, nor shall Lessee commit or
omit any act that would jeopardize the Facility or any licensure or certification of the Facility. Lessee shall, at no cost to Lessee, cooperate fully with Lessor
or its designee in transferring or obtaining all necessary licenses and certifications for Lessor or its designee, and Lessee shall comply with all reasonable
requests for an orderly transfer of the Facility licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to
Lessor or its designee to operate the Facility. Subject to all applicable laws, Lessee hereby assigns, to the extent assignable, effective upon the Termination
Date, all rights to operate the Facility to Lessor or its designee,
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including all required licenses and permits and all rights to apply for or otherwise obtain them relating to any portion of the Premises.

1 4 . 2    Removal of Lessee Personal Property. Provided that no Event of Default then exists, in connection with the surrender of the
Premises, Lessee may upon at least five (5) business days’ prior notice to Lessor remove from the Premises in a workmanlike manner all Lessee Personal
Property, leaving the Premises in good and presentable condition and appearance, including repair of any damage caused by such removal; provided that
Lessor shall have the right and option to purchase the Lessee Personal Property for its then net book value during such five (5) business day notice period, in
which case Lessee shall so convey the Lessee Personal Property to Lessor by executing a bill of sale in a form reasonably required by Lessor. If there is any
Event of Default then existing, Lessee may not remove any Lessee Personal Property from the Premises and instead will, on demand from Lessor, convey it to
Lessor for no additional consideration by executing a bill of sale in a form reasonably required by Lessor. Title to any Lessee Personal Property which is not
removed by Lessee as permitted above upon the Termination Date shall, at Lessor’s election, vest in Lessor; provided, however, that Lessor may remove and
store or dispose any or all of such Lessee Personal Property which is not so removed by Lessee without obligation or accounting to Lessee.

14.3    Management of Premises. Commencing on the Termination Date, Lessor or its designee, upon written notice to Lessee, may elect to
assume the responsibilities and obligations for the management and operation of the Facility and Lessee agrees to cooperate fully to accomplish the transfer
of such management and operation without interrupting the operation of the Facility. To the extent permitted by applicable law, Lessee agrees that Lessor or
its designee may operate the Facility under Lessee’s licenses and certifications pending the issuance of new licenses and certifications to Lessor or its
designee. Lessee shall not commit any act or be remiss in the undertaking of any act that would directly jeopardize any then existing licensure or certification
of the Facility, and Lessee shall, at no cost to Lessee, comply with all reasonable requests for an orderly transfer to the extent permitted by applicable law, of
any and all Facility and other licenses, Medicare and Medicaid certifications and possession of the Premises at the time of any such surrender. If Lessor or its
designee operates the Facility under the licenses and certifications held by Lessee, Lessor will do so at Lessor’s sole risk and Lessor shall indemnify and hold
Lessee harmless from and against any and all claims, causes of action, liabilities, expenses, and costs related to the operation of the Facility under such
licenses and certifications.

1 4 . 4    Holding Over. If Lessee shall for any reason remain in possession of the Premises after the Termination Date without Lessor’s
consent, such possession shall be a month-to-month tenancy during which time Lessee shall pay as rental on the first (1st) business day of each month one
hundred twenty-five percent (125%) of the monthly Base Rent payable with respect to the last Lease Year, plus all additional charges accruing during the
month and all other sums, if any, payable by Lessee pursuant to this Lease. Nothing contained herein shall constitute the consent, express or implied, of
Lessor to the holding over of Lessee after the Termination Date, nor shall anything contained herein be deemed to limit Lessor’s remedies. Notwithstanding
any provision hereof, if Lessee remains in possession of the Premises following the Termination Date at Lessor’s request, Base Rent due hereunder shall be
the then current Base Rent.

1 4 .5    Survival. All representations, warranties, covenants and other obligations of Lessee and Lessor under this Lease shall survive the
Termination Date.

15.    Certain Lessor Rights.

1 5 . 1    Entry and Examination of Records. Lessor and its representatives may enter any portion of the Premises with a representative
designated by Lessee at any reasonable time after at least forty-eight (48) hours’ notice to Lessee to inspect the Premises for compliance, to exhibit the
Premises for sale, lease or mortgaging, or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanics’ or materialmans’ lien law. No such entry shall unreasonably interfere with residents,
patients, patient care or the Lessee’s operations of the Facility. Lessor and its representatives shall abide by all rules and regulations governing nursing
facilities during any time when they are at the Premises. During normal business hours, Lessee will permit Lessor and its representatives, inspectors and
consultants to examine all contracts, books and financial and other records (wherever kept) relating to Lessee’s operations of the Facility. In consideration of
the time and expense to be incurred by Lessor with respect to its inspections of the Premises and the contracts, books and financial and other records relating
to Lessee’s operations of the Facility, Lessee agrees to pay Lessor, an asset management and professional services fee in the amount of $1,000.00 per calendar
month during the Term of the Lease (the “Asset Management and Professional Services Fee”). Such Asset Management and Professional Services Fee shall
be in addition to, and not in lieu of, Lessee’s obligation to pay Rent as set forth in this Lease. Lessor shall have the same remedies for the collection of the
Asset Management and Professional Services Fee as Lessor has under this Lease for the collection of Rent.
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15.2    Grant Liens. This Lease shall be subordinate to the right, title, and interest of any lender or other party holding a security interest in
or a lien upon the Premises under any and all mortgage instruments or deeds to secure debt presently encumbering the Premises or the Facility and to any and
all other deeds to secure debt or mortgage instruments hereafter encumbering the Premises or the Facility. Lessee shall at any time hereafter, on demand of
Lessor or the holder of any such deed to secure debt or mortgage instrument, execute any instruments which may reasonably be required by such party for the
purpose of evidencing the subordination of this Lease to the lien or security of such party. Lessee shall, upon demand, at any time or times, execute,
acknowledge, and deliver to Lessor or the holder of any such instruments or deeds to secure debt, without expense, any and all documents that may be
reasonably necessary to make this Lease superior to the lien of any of the same. If the holder of any of said instruments or deeds to secure debt shall hereafter
succeed to the rights of Lessor under this Lease, Lessee shall, at the option of such holder or a purchaser at any foreclosure or sale under power, attorn to and
recognize such successor as Lessee’s lessor under this Lease. Lessee shall promptly execute, acknowledge, and deliver any instrument that may be reasonably
necessary to evidence such attornment. Prior to the Commencement Date, Lessor shall obtain from any lender holding a lien on the Premises, a subordination,
non-disturbance and attornment agreement for the benefit of Lessee, in form and substance reasonably acceptable to Lessee (“SNDA”). The foregoing
provisions concerning the subordination of this Lease are subject to Lessee’s receipt of an SNDA.

1 5 .3    Estoppel Certificates. Lessor and Lessee shall, at any time upon not less than ten (10) business days’ prior written request by the
other party, have an authorized representative execute, acknowledge and deliver to Lessor or Lessee, as the case may be, or their designee a written statement
certifying (a) that this Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and additional charges have
been paid, (c) to the party’s knowledge, that no default by either party exists or specifying any such default, and (d) as to such other matters as Lessor or
Lessee, as the case may be, may reasonably request.

15.4    Conveyance Release. If Lessor or any successor owner shall sell or transfer any portion of the Premises in accordance with this Lease,
they shall thereafter be released from all future liabilities and obligations hereunder first arising or accruing from and after the date of such conveyance or
other transfer, which instead shall thereupon be binding upon the new owner.

16.    Assignment and Subletting.

16 .1    Except as otherwise expressly permitted in this Lease, without Lessor’s prior written consent, Lessee shall not assign this Lease, or
lease all or any part of the Premises, or permit the use of the Premises by any party other than Lessee. This prohibition includes an assignment or subletting to
or by a receiver or trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Lessee or a merger or other combination by Lessee or a sale of all or substantially all of Lessee’s assets in lieu thereof shall
be deemed an assignment or other transfer of this Lease. Notwithstanding any provision hereof, Lessee may assign this Lease to an Affiliate of Lessee
provided that (i) Lessee shall remain liable for all obligations of the lessee hereunder, (ii) Lessee shall provide at least thirty (30) days prior written notice to
Lessor of such assignment and (iii) if approval of such assignment is required by a Facility Mortgagee, such approval shall have been obtained.

1 7 .    Damage by Fire or Other Casualty. Lessee shall promptly notify Lessor of any damage or destruction of any portion of the Premises and
diligently repair or reconstruct such portion of the Premises to a like or better condition than existed prior to such damage or destruction. Any net insurance
proceeds payable with respect to the casualty shall be paid directly to Lessor and, if an Event of Default has not occurred hereunder, may be used for the
repair or reconstruction of the applicable portion of the Premises pursuant to Lessor's reasonable disbursement requirements and subject to the provisions of
the Facility Mortgage Documents and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Lessee shall
provide the required additional funds; if they are more than sufficient, the surplus shall belong and be paid to Lessee.

Except as expressly provided in the last sentence of this paragraph, Lessee shall not have any right under this Lease, and hereby waives all rights
under applicable law, to abate, reduce or offset Rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or
uninsured casualty. If the Facility Mortgagee does not agree to release all of the insurance proceeds to Lessee, and Lessor does not pay to Lessee up to the
amount of such insurance proceeds in the event of a casualty, Lessee shall have no obligation to make any repairs to the Facility and Lessee shall have the
right to terminate this Lease. Thereafter, this Lease shall be of no further force or affect, except for any obligations or liability of any party hereunder that
accrued on or prior to the date of the casualty. In the event of a casualty that does not render the Facility unsuitable for its permitted use, Lessee, subject to
Lessee’s receipt of funds as described in this Lease, shall restore the Facility to substantially the same condition as existed immediately before the partial
casualty in accordance with the provisions of this Section 17, and the Rent shall be reduced
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on a pro rata basis based upon the number of beds removed from service and otherwise taking into consideration all relevant factors affecting the Facility
resulting from such partial casualty.

If the Facility is damaged and the damage is so extensive that more than fifty percent (50%) of the licensed beds for the Facility is damaged by fire or
other casualty and cannot be used in the opinion of Lessee, then Lessee shall have the right to terminate this Lease upon thirty (30) days written notice to
Lessor. All Rent shall be prorated to the date of such termination.

18.    Condemnation. Except as provided to the contrary in this Section 18, this Lease shall not terminate and shall remain in full force and effect in
the event of a taking or condemnation of the Premises, or any portion thereof, and Lessee hereby waives all rights under applicable law to abate, reduce or
offset rent by reason of such taking. If during the Term all or substantially all (a “Complete Taking”) or a smaller portion (a “Partial Taking”) of the Premises
is taken or condemned by any competent public or quasi-public authority, then (a) in the case of a Complete Taking, Lessee may at its election made within
thirty (30) days of the effective date of such Taking, terminate this Lease and the current Rent shall be equitably abated as of the effective date of such
termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair Market Value of the
applicable portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a Partial Taking shall be as established pursuant to
Exhibit “E”. Lessor alone shall be entitled to receive and retain any award for a taking or condemnation other than a temporary taking; provided, however,
Lessee shall be entitled to submit its own claim in the event of any such taking or condemnation with respect to the value of Lessee’s leasehold interest in
any portion of the Premises and/or the relocation costs incurred by Lessee as a result thereof. In the event of a temporary taking of less than all or
substantially all of the Premises, Lessee shall be entitled to receive and retain any and all awards for the temporary taking and the Rent due under this Lease
shall be not be abated during the period of such temporary taking.

1 9 .    Indemnification. Lessee agrees to protect, indemnify, defend and save harmless Lessor, its members, managers, Affiliates, directors, officers,
shareholders, agents and employees from and against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or
damage (including consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any suits, claims or demands, on
account of any matter or thing, action or failure to act arising out of or in connection with this Lease, the Premises or the operations of Lessee on any portion
of the Premises, including, without limitation, (a) the breach by Lessee or any of its representations, warranties, covenants or other obligations hereunder, (b)
any Protest, (c) all known and unknown Environmental Activities on any portion of the Premises, Hazardous Materials Claims or violations by Lessee of a
Hazardous Materials Law with respect to any portion of the Premises, and (d) upon or following the Termination Date, the correction of all deficiencies of a
physical nature identified by, and any liability assessed or asserted by, any government agency or Medicare or Medicaid as a result of or arising out of or in
connection with this Lease or the related change in ownership inspection and audit provided, that such liabilities resulted from Lessee’s use, occupancy and
operations of the Facility during the Term (including any refunds or overpayments to Medicare, Medicaid or any other third party payor).Upon receiving
knowledge of any suit, claim or demand asserted by a third party that Lessor believes is covered by this indemnity, it shall give Lessee notice of this matter.
Lessee shall then defend Lessor at Lessee’s expense (including Lessor’s reasonable attorneys’ fees and costs) with legal counsel satisfactory to Lessor. The
foregoing indemnity shall exclude any liability, expense, loss, cost, deficiency, fine, penalty or damage (including consequential or punitive damages) of
any kind or nature resulting due to acts or omissions of Lessor, its members, managers, Affiliates, directors, officers, shareholders, agents and employees.

Lessor agrees to protect, indemnify, defend and save harmless Lessee, its members, managers, Affiliates, directors, officers, shareholders, agents and
employees from and against any and all foreseeable or unforeseeable liability, expense, loss, cost, deficiency, fine, penalty or damage (including
consequential or punitive damages) of any kind or nature, including reasonable attorneys’ fees, from any suits, claims or demands, on account of any matter
or thing, action or failure to act arising out of or in connection with this Lease, the Premises or the operations of Lessor on any portion of the Premises prior to
the Commencement Date, including, without limitation, (a) the breach by Lessor or any of its representations, warranties, covenants or other obligations
hereunder, and (b) all known and unknown Environmental Activities on any portion of the Premises prior to the Commencement Date, Hazardous Materials
Claims or violations by Lessor of a Hazardous Materials Law with respect to any portion of the Premises. Upon receiving knowledge of any suit, claim or
demand asserted by a third party that Lessee believes is covered by this indemnity, it shall give Lessor notice of this matter. Lessor shall then defend Lessee
at Lessor’s expense (including Lessee’s reasonable attorneys’ fees and costs) with legal counsel satisfactory to Lessee. The foregoing indemnity shall exclude
any liability, expense, loss, cost, deficiency, fine, penalty or damage (including consequential or punitive damages) of any kind or nature resulting due to
acts or omissions of Lessee, its members, managers, Affiliates, directors, officers, shareholders, agents and employees.

20 .    Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the prevailing party shall be
entitled to reasonable attorneys’ fees and costs as awarded by the court in addition to all other recovery, damages and costs, at all trial and appellate levels.
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EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM BROUGHT BY
EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY MATTER WHATSOEVER ARISING OUT OF OR IN ANY WAY
CONNECTED WITH THIS LEASE, INCLUDING RELATIONSHIP OF THE PARTIES, LESSEE’S USE AND OCCUPANCY OF ANY PORTION OF
THE PREMISES, OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR THE ENFORCEMENT OF ANY REMEDY.

21.    Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this Lease shall be in writing
and sent by personal delivery, U. S. certified or registered mail (return receipt requested, postage prepaid) or FedEx or similar generally recognized overnight
carrier regularly providing proof of delivery, addressed as follows:

If to Lessee:  If to Lessor:
   

Blue Ridge on the Mountain LLC  AdCare Health Systems, Inc.
c/o Symmetry Healthcare Management  Two Buckhead Plaza
10800 Biscayne Boulevard, #200  3050 Peachtree Road NW, Suite 355
Miami, Florida 33161  Atlanta, Georgia 30305
Attention: Levi Rudd  Attention: CEO
   

With a copy to   
McDermott Will & Emery LLP   
333 Avenue of the Americas, Suite 4500   
Miami, Florida 33131-4336   
Attention: Gregg H. Fierman, Esq.   

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether accepted or refused)
shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return receipt or the carrier’s proof of delivery or, if
not so delivered, upon its receipt. Delivery to any officer, general partner or principal of a party shall be deemed delivery to such party. Notice to any one co-
Lessee shall be deemed notice to all co-Lessees.

22.    Compliance with Facility Mortgage Documents

(a)    From time to time during the Term, Lessee agrees that to deliver to Lessor and its then current lender and/or a prospective
lender, any and all documentation reasonably required to obtain such lender’s approval of this Lease. Lessee further acknowledges and agrees that if (i) the
entering into of this Lease results in the Lessor’s lender as of the Commencement Date giving notice of default or (ii) such lender shall withhold its consent to
and approval of this Lease, then in either such event Lessor shall have the right to terminate this Lease immediately. Lessor agrees to seek such lender
approval promptly following the Execution Date and to use its commercially reasonable efforts to obtain such approval within thirty (30) days of the
Execution Date. Lessee agrees to promptly provide all information reasonably requested by such lender, including, without limitation, Lessee’s financial
information. If Lessor’s lender does not approve this Lease on or prior to the Commencement Date, then either party hereto shall have the right to terminate
this Lease and Lessor shall reimburse Lessee for the costs of a property condition report initiated by Lessee with respect to the Premises within five (5) days
after written request from Lessee to Lessor.

(b)    If the Facility is at any time encumbered with a loan that is insured by the United States Department of Housing and Urban
Development (“HUD”; such loan being a “HUD Loan”), Lessee acknowledges that it shall deliver to Lessor, lender and HUD any and all documentation
required to obtain the approval of lender and HUD of this Lease.

(c)    Lessee acknowledges that any Facility Mortgage Documents executed by Lessor or any Affiliate of Lessor may impose certain
obligations on the “borrower” or other counterparty thereunder to comply with or cause the operator and/or lessee of a Facility to comply with all
representations, covenants and warranties contained therein relating to
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such Facility and the operator and/or lessee of such Facility, including, covenants relating to (i) the maintenance and repair of such Facility; (ii) maintenance
and submission of financial records and accounts of the operation of such Facility and related financial and other information regarding the operator and/or
lessee of such Facilities and such Facility itself; (iii) the procurement of insurance policies with respect to such Facility; (iv) minimum occupancy, fixed
coverage ratio or other Facility-related financial and/or performance requirements, and (v) without limiting the foregoing, compliance with all applicable
legal requirements relating to such Facility and the operation of the business thereof. For so long as any Facility Mortgages encumber the Premises or any
portion thereof or interest therein, Lessee covenants and agrees, at its sole cost and expense and for the express benefit of Lessor, to operate the applicable
Facility in strict compliance with the terms and conditions of the Facility Mortgage Documents (other than payment of any indebtedness evidenced or
secured thereby) and to timely perform all of the obligations of Lessor relating thereto, or to the extent that any of such duties and obligations may not
properly be performed by Lessee, Lessee shall cooperate with and assist Lessor in the performance thereof (other than payment of any indebtedness evidenced
or secured thereby); provided, however, notwithstanding any to the contrary contained in this Lease, this Section 22(b) shall not (i) increase Lessee’s
monetary obligations under this Lease, (ii) increase Lessee’s non-monetary obligations under this Lease or (iii) diminish Lessee’s rights under this Lease. If
any new Facility Mortgage Documents to be executed by Lessor or any Affiliate of Lessor would impose on Lessee any obligations under this Section 22(b)
(provided that all such obligations shall comply with the restrictions set forth in the immediately preceding sentence), Lessor shall provide copies of the same
to Lessee for informational purposes (but not for Lessee’s approval) prior to the execution and delivery thereof by Lessor or any Affiliate of Lessor. Any
obligations under the Facility Mortgage Documents which are not required to be performed by Lessee as provided in this Lease shall be performed by Lessor.
Lessor represents and warrants to Lessee that, prior to the Commencement Date, Lessor has delivered to Lessee true, correct and complete copies of all
existing Facility Mortgage Documents. During the Term, Lessee acknowledges and agrees that, except as expressly provided elsewhere in this Lease, it shall
undertake at its own cost and expense the performance of any and all repairs, replacements, capital improvements, maintenance items and all other
requirements relating to the condition of a Facilities that are required by any Facility Mortgage Documents, and Lessee shall be solely responsible and
hereby covenants to fund and maintain any and all impound, escrow or other reserve or similar accounts required under any Facility Mortgage Documents as
security for or otherwise relating to any operating expenses of the Facilities including any capital repair or replacement reserves and/or impounds or escrow
accounts for Taxes or insurance premiums (each a “Facility Mortgage Reserve Account”); provided, however, notwithstanding any to the contrary contained
in this Lease, this Section 22(c) shall not (i) increase Lessee’s monetary obligations under this Lease, (ii) increase Lessee’s non-monetary obligations under
this Lease, or (iii) diminish Lessee’s rights under this Lease. During the Term of this Lease and provided that no Event of Default shall have occurred and be
continuing hereunder, Lessee shall, subject to the terms and conditions of such Facility Mortgage Reserve Account and the requirements of the Facility
Mortgagee(s) thereunder, have access to and the right to apply or use (including for reimbursement) to the same extent of Lessor all monies held in each such
Facility Mortgage Reserve Account for the purposes and subject to the limitations for which such Facility Mortgage Reserve Account is maintained, and
Lessor agrees to reasonably cooperate with Lessee in connection therewith. Any amounts required to be funded in to the Facility Mortgage Reserve Account
that Lessee is not required to fund as provided in this Lease shall be funded by Lessor. If a Facility Mortgage Reserve Account is required with respect to any
capital repair or replacement reserves and/or impounds or escrow accounts, then Lessor shall immediately deliver to Lessee the balance of any funds in the
Improvements Account (excluding any funds in the Improvements Account representing the Lessor Contribution that has not previously been disbursed to
Lessee as provided in this Lease). Any initial required deposits to the Facility Mortgage Reserve Account shall be funded solely by Lessor at Lessor’s sole
expense.

2 3 .    Miscellaneous. This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according to their fair meaning and
shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or construed to constitute an extension of credit by
Lessor to Lessee, if a portion of any payment made to Lessor is deemed to violate any applicable laws regarding usury, such portion shall be held by Lessor to
pay the future obligations of Lessee as such obligations arise and if Lessee discharges and performs all obligations hereunder, such funds will be reimbursed
(without interest) to Lessee on the Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall
nevertheless continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the delivery of
documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or federal holiday, then such period or
date shall be extended until the immediately following business day. Whenever the words “ including”, “include” or “includes” are used in this Lease, they
shall be interpreted in a non-exclusive manner as though the words “without limitation” immediately followed. Whenever the words day or days are used in
this Lease, they shall mean “calendar day” or “calendar days” unless expressly provided to the contrary. The titles and headings in this Lease are for
convenience of reference only and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references
to any “Section” mean a section of this Lease (including all subsections), to any “Exhibit” or “Schedule” mean an exhibit or schedule attached hereto or to
“Medicare” or “Medicaid” include any successor program. If more than one Person is Lessee hereunder, their liability and obligations hereunder shall be
joint and several. Promptly upon the request of either party and at its expense, the parties shall prepare, enter into and record a suitable short form
memorandum of this Lease. This Lease (a) contains the entire agreement of the parties as to the subject matter hereof and supersedes all prior or
contemporaneous verbal or written agreements or understandings, (b) may be executed in several counterparts, (including electronically mailed
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copies in portable document format (PDF)), each of which shall be deemed an original, but all of which shall constitute one and the same document, (c) may
only be amended by a writing executed by the parties, (d) shall inure to the benefit of and be binding upon the successors and permitted assigns of the parties,
(e) shall be governed by and construed and enforced in accordance with the internal laws of the State of South Carolina, (f) venue of any legal action arising
under or pursuant to this Lease shall be in the county where the premises are located, and (g) incorporates by this reference any Exhibits and Schedules
attached hereto.

24.    Intentionally Deleted.

25.    Intentionally Omitted.

2 6 .    Lessor’s Consent. Lessor agrees that all consents which are required for Lessee’s use and occupancy of the Premises in accordance with the
terms of this Lease shall be provided to Lessee in order to carry out the terms and the purpose of this Lease. In all instances in this Lease where consent of this
Lessor is required, Lessor shall not unreasonably withhold, condition or delay such consent.

2 7 .    Notice or Memorandum of Lease. Lessor agrees that upon the execution of this Lease, Lessee shall have the right to record a notice in the
public records of the counties where the Premise is located of the Lessee’s rights provided for herein, in the form attached hereto as Exhibit “F”, and
simultaneously with the execution of this Lease, Lessor shall execute and deliver an original of said notice to Lessee for recording.

2 8 .    Cooperation by Lessor. Lessor agrees, at no cost to Lessor, to cooperate with Lessee in connection with all of Lessee’s applications for all
licenses, permits, certificates, and approvals necessary or required under applicable law for Lessee to use and operate the Facility as a skilled nursing facility.

29.    Brokers. Lessor and Lessee represent and warrant to each other that no brokerage commissions are due to any real estate broker in relation to
this Lease, and agree to indemnify and hold each other harmless for any damages, costs or legal fees which may be incurred as a result of any claims for such
commissions in contravention of the representations in this Section.

30.    Signs. Lessee may affix or place signs on the Premises, so long as the signs are authorized by applicable ordinances. The cost of installation of
such signs shall be at the sole expense of Lessee.

31.    Relationship of Parties. Nothing contained in this Lease shall be deemed or construed as creating the relationship of principal and agent or of
partnership or joint venture between the parties hereto, it being understood and agreed that neither the method of computing Rent nor any other provision
contained herein nor any acts of the parties hereto shall be deemed to create any relationship between the parties hereto other than that of landlord and
tenant.

[Signatures on Following Page]
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IN WITNESS WHEREOF, this Lease has been executed by Lessor and Lessee as of the date first written above.

                    

LESSOR:  
  

MOUNTAIN TRACE NURSING ADK, LLC
an Ohio limited liability company
  

By: /s/ William McBride
Name: William McBride
Title: Manager

                    

LESSEE:  
  

BLUE RIDGE ON THE MOUNTAIN LLC
a North Carolina limited liability company
  

By: /s/ Levi Rudd
Name: Levi Rudd
Title: CEO
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EXHIBIT “A-1”
LEGAL DESCRIPTION

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



EXHIBIT A-2
Lessor personal property

“Lessor Personal Property” means: (i) all personal property used in the operation or management of the Facilities, including machinery, equipment, furniture,

furnishings, beds, computers, signage, trade fixtures or other personal property and consumable inventory and supplies, including any and all such personal

property replaced by Lessee as set forth in the Lease, and (ii) all site plans, surveys, soil and substrata studies, architectural drawings, plans and specifications,

engineering plans and studies, floor plans, landscape plans, and other plans and studies that relate to the Facilities; provided, however, that Lessor Personal

Property shall not include: (a) any vehicles or computer software used in connection with the operation of the Facilities, or (b) any equipment Leased by

Lessee from third parties, which equipment is not a replacement of what would otherwise be Lessor Personal Property. Lessor’s Personal Property as of the

Execution Date shall include, without limitation, the items listed on the attached Schedule A-2.
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EXHIBIT “B”
CERTAIN DEFINITIONS

For purposes of this Lease, the following terms and words shall have the specified meanings:

“Affiliate” shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common Control with the first
Person.

“Control” shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management and policies of that
Person, whether through ownership, voting control, by contract or otherwise.

“Environmental Activities” shall mean the use, generation, transportation, handling, discharge, production, treatment, storage, release or disposal of
any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under any portion of the Premises.

“Facility Mortgage” shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or any portion thereof and
securing an indebtedness of Lessor or any Affiliate of Lessor or any ground, building or similar Lease or other title retention agreement to which the Premises
or any portion thereof is subject from time to time.

“Facility Mortgagee” shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit party or lessor under the
applicable Facility Mortgage Documents.

“Facility Mortgage Documents” shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable Facility Mortgage, loan
or credit agreement, Lease, note, collateral assignment instruments, guarantees, indemnity agreements and other documents or instruments evidencing,
securing or otherwise relating to the loan made, credit extended, Lease or other financing vehicle pursuant thereto.

“Hazardous Materials” shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable substances,
explosives, radioactive materials, hazardous or toxic wastes, substances or materials, known carcinogens or any other materials, contaminants or pollutants
which pose a hazard to any portion of the Premises or to Persons on or about any portion of the Premises or cause any portion of the Premises to be in
violation of any Hazardous Materials Laws; (b) asbestos in any form which is friable; (c) urea formaldehyde in foam insulation or any other form; (d)
transformers or other equipment which contain dielectric fluid containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any
other more restrictive standard then prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (f) radon gas; and (g)
any other chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could pose a hazard
to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property adjacent to or surrounding any portion of
the Premises, including, without limitation, any materials or substances that are listed in the United States Department of Transportation Hazardous Materials
Table (49 CFR 172.101) as amended from time to time.

“Hazardous Materials Claims” shall mean any and all enforcement, clean up, removal or other governmental or regulatory actions or orders
threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or threatened by any third party against any
portion of the Premises, Lessor or Lessee relating to damage, contribution, cost recovery compensation, loss or injury resulting from any Hazardous Materials.

“Hazardous Materials Laws” shall mean any laws, ordinances, regulations, rules, orders, guidelines or policies relating to the environment, health
and safety, Environmental Activities, Hazardous Materials, air and water quality, waste disposal and other environmental matters.

“Person” shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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EXHIBIT C

[LESSOR’S WIRE INSTRUCTIONS]
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EXHIBIT “C-1”
FAIR MARKET RENTAL

“Fair Market Rental” means, as of the date of determination, the fair market rental of the Premises at its highest and best use, operated as a business
consistent with the business to be operated pursuant to the terms of this Lease, that a willing, comparable, non‑equity Lessee (excluding release and
assignment transactions) would pay, and a willing, comparable Lessor of a comparable building located in the area in applicable geographical areas would
accept, at arm’s length, for buildings of comparable size and quality as the Premises, taking into account the age, quality and layout of the existing
improvements in the Premises and taking into account items that professional real estate appraisers customarily consider, including, but not limited to, rental
rates, availability of competing facilities, Lessee size and any Lease concessions, if any, then being charged or granted by Lessor or the lessors of such similar
facilities. The Fair Market Rental shall be in such amount as agreed to by the parties, or failing such agreement within ten (10) days of such date, as
established pursuant to the following appraisal process.

Each party shall within ten (10) days after written demand by the other select one MAI Appraiser to participate in the determination of Fair Market
Rental. Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall select a third (3 rd) MAI Appraiser. The three (3) selected
MAI Appraisers shall each determine the Fair Market Rental of the Premises or applicable portion thereof within thirty (30) days of the selection of the third
appraiser. Lessee shall pay the fees and expenses of any MAI Appraiser retained pursuant to this Exhibit.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser selected by the other
party shall alone determine the Fair Market Rental of the Premises in accordance with the provisions of this Exhibit and the Fair Market Rental so determined
shall be binding upon the parties. If the MAI Appraisers selected by the parties are unable to agree upon a third (3 rd) MAI Appraiser within the time period set
forth in the foregoing paragraph, either party shall have the right to apply at their own expense to the presiding judge of the court of original trial jurisdiction
in the county in which the Premises or applicable portion thereof are located to name the third (3rd) MAI Appraiser.

Within five (5) days after completion of the third (3rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a majority of the MAI
Appraisers shall attempt to determine the Fair Market Rental of the Premises or applicable portion thereof. If a majority are unable to determine the fair
market value at such meeting, the three (3) appraisals shall be added together and their total divided by three (3). The resulting quotient shall be the Fair
Market Rental. If, however, either or both of the low appraisal or the high appraisal are more than ten percent (10%) lower or higher than the middle
appraisal, any such lower or higher appraisal shall be disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added
together and their total divided by two (2), and the resulting quotient shall be the Fair Market Rental. If both the lower appraisal and higher appraisal are
disregarded as provided herein, the middle appraisal shall be the Fair Market Rental. In any event, the result of the foregoing appraisal process shall be final
and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or applicable portion
thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or applicable portion thereof and holds the
Appraisal Institute’s MAI designation, or, if such organization no longer exists or certifies appraisers, such successor organization or such other organization
as is reasonably agreed upon by Lessee and Lessor.
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EXHIBIT “D”
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE

Monthly financial reports concerning the Business at the Facilities consisting of:

(1)a reasonably detailed income statement showing, among other things, gross revenues;
(2)total patient days;
(3)occupancy; and
(4)payor mix.

(All via e-mail to _______________________) Thirty (30) days after the end of each calendar month

Quarterly consolidated or combined financial statements

of Lessee

(via e-mail to financials@adcarehealth.com)

Thirty (30) days after the end of each of the first three
quarters of the fiscal year of Lessee and such
Guarantor

Annual consolidated or combined financial statements

of Lessee audited by a reputable certified public accounting firm

(via e-mail to financials@adcarehealth.com)
Ninety (90) days after the fiscal year end of Lessee
and such Guarantor

Regulatory reports with respect to the Facilities, as follows:

(1)all federal, state and local licensing and reimbursement certification surveys, inspection and
other reports received by Lessee as to any portion of the Premises and any portion of the Business,
including state department of health licensing surveys;
(2)Medicare and Medicaid certification surveys; and
(3)life safety code reports. Five (5) business days after receipt

Reports of regulatory violations,

by written notice of the following:

(1)any violation of any federal, state or local licensing or reimbursement certification statute or
regulation, including Medicare or Medicaid;
(2)any suspension, termination or restriction placed upon Lessee or any portion of the Premises, the
operation of any portion of the Business or the ability to admit residents or patients; or
(3)any violation of any other permit, approval or certification in connection with any portion of the
Premises or any portion of the Business, by any federal, state or local authority, including Medicare
or Medicaid. Two(2) business days after  receipt

Cost Reports Fifteen (15) days after filing
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EXHIBIT “E”
FAIR MARKET VALUE

“Fair Market Value” means the fair market value of the Premises and/or Facilities or applicable portion thereof on a specified date as agreed to by
the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following appraisal process. Each party shall within ten
(10) days after written demand by the other party select one MAI Appraiser to participate in the determination of Fair Market Value. For all purposes under
this Lease, the Fair Market Value shall be the fair market value of the Premises and/or Facilities or applicable portion thereof unencumbered by this Lease.
Within ten (10) days of such selection, the MAI Appraisers so selected by the parties shall select a third (3 rd) MAI Appraiser. The three (3) selected MAI
Appraisers shall each determine the Fair Market Value of the Premises and/or Facilities or applicable portion thereof within thirty (30) days of the selection of
the third appraiser. Lessee shall pay the fees and expenses of any MAI Appraiser it retains pursuant to this Exhibit. Lessor shall pay the fees and expenses of
any MAI Appraiser it retains pursuant to this Exhibit. Each party shall pay half the fees and expenses of the third MAI Appraiser selected by the respective
MAI Appraisers selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser selected by the other
party shall alone determine the fair market value of the Premises and/or Facilities or applicable portion thereof in accordance with the provisions of this
Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI Appraisers selected by the parties are unable to agree upon a
third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either party shall have the right to apply to the presiding judge of the
court of original trial jurisdiction in the county in which the Premises and/or Facilities or applicable portion thereof are located to name the third (3rd) MAI
Appraiser. The cost of such application to the presiding judge shall be equally shared by the parties.

Within five (5) days after completion of the third (3 rd) MAI Appraiser’s appraisal, all three (3) MAI Appraisers shall meet and a majority of the MAI
Appraisers shall attempt to determine the fair market value of the Premises and/or Facilities or applicable portion thereof. If a majority are unable to determine
the fair market value at such meeting, the three (3) appraisals shall be added together and their total divided by three (3). The resulting quotient shall be the
Fair Market Value. If, however, either or both of the low appraisal or the high appraisal are more than ten percent (10%) lower or higher than the middle
appraisal, any such lower or higher appraisal shall be disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added
together and their total divided by two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are
disregarded as provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process shall be final
and binding.

“MAI Appraiser” shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or applicable portion
thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or applicable portion thereof and is
certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the Society of Real Estate Appraisers, or, if such
organizations no longer exist or certify appraisers, such successor organization or such other organization as is approved by Lessor.
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EXHIBIT “F”
MEMORANDUM OF LEASE

[TO BE ATTACHED]

SCHEDULE 1
RELATED LEASES

1. 2715 South Island Road
Georgetown, South Carolina 29440
84 beds

2. 1761 Pinewood Road
Sumter, South Carolina 29154
96 beds
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Exhibit 10.413

FIRST AMENDMENT TO LEASE AGREEMENT

THIS FIRST AMENDMENT TO LEASE AGREEMENT (the “Amendment”) is made and entered into as of the 20th day of March, 2015, by and
between MOUNTAIN TRACE NURSING ADK, LLC, an Ohio limited liability company (“Lessor”) and BLUE RIDGE ON THE MOUNTAIN, LLC, a
North Carolina limited liability company (“Lessee”).

W I T N E S S E T H:

WHEREAS, Lessor and Lessee are parties to that certain lease dated February 27, 2015 (the “Lease”), whereby Lessee leased certain improved
property located at 417 Mountain Trace Road, Sylva, North Carolina 28779; and

WHEREAS, Lessor and Lessee desire to amend the Lease as hereinafter set forth.
    
NOW, THEREFORE, for and in consideration of the sum of Ten and No/100 Dollars ($10.00) and other good and valuable consideration, paid by

each party to the other, the receipt and sufficiency of which are hereby acknowledged, and the mutual covenants and benefits flowing between the parties,
Lessor and Lessee, intending to be legally bound, do hereby covenant and agree as follows:

1 .    Capitalized Terms. Unless otherwise defined herein, all capitalized words and phrases used herein shall have the same meanings ascribed to
them in the Lease.

2.    Term. Section 1 of the Lease is hereby deleted in its entirety and the following is inserted in lieu thereof:

1. Term. The initial term of this Lease is fifteen (15) years (the “Initial Term”). A “Lease Year” is the twelve (12) month period
commencing on the Commencement Date (as defined below) and each anniversary thereof during each year of the Term. The Initial Term shall
commence on the first day of the month following the month in which Lessor has received copies of all licenses and other approvals issued to Lessee
required by the State in which the Facility is located but no later than June 1, 2015 (the “Commencement Date”) and shall end on the last day of the
initial term of the Related Leases, and may be extended for two (2) separate renewal terms of five (5) years each (each a “Renewal Term”) if (a) at
least one-hundred eighty (180) days prior to the end of the Initial Term or the existing Renewal Term, as applicable, Lessee delivers to Lessor a
“Renewal Notice” indicating that Lessee desires to exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of
Default (i) as of the date Lessor receives the Renewal Notice or (ii) on the last day of the Initial Term or the existing Renewal Term, as applicable and
(c) all Related Lease Affiliates concurrently deliver appropriate Renewal Notices exercising renewal options for all Related Leases which have not
been terminated in accordance with the terms set forth therein. For purposes hereof, “Termination Date” shall mean the last day of the Initial Term or
Renewal Term (if any) or the earlier date on which this Lease may be terminated as provided herein. For purposes hereof, “Term” shall mean the
Initial Term together with any Renewal Term if exercised by Lessee.

3 .    Agreement in Effect. Except as herein specifically provided, all other terms and provisions of the Lease shall remain in full force and effect, and
are hereby ratified and reaffirmed by the parties.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the undersigned have executed this Amendment as of the date first above written.

                    

LESSOR:  
  

MOUNTAIN TRACE NURSING ADK, LLC
an Ohio limited liability company
  

By: /s/ William McBride
Name: William McBride
Title: Manager

                    

LESSEE:  
  

BLUE RIDGE ON THE MOUNTAIN LLC
a North Carolina limited liability company
  

By: /s/ Levi Rudd
Name: Levi Rudd
Title: CEO
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Exhibit 10.414
SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this "Sublease") is made and entered into as of July 1, 2014 by and between ADK
GEORGIA, LLC, a Georgia limited liability company ("Sublessor") and C.R. OF THOMASVILLE, LLC, a Georgia limited
liability company ("Sublessee").

WITNESSETH:

WHEREAS, pursuant to that certain Lease ("Master Lease") dated August 1, 2010, Sublessor leased from William M. Foster
("Lessor") the premises described and defined in the Master Lease as the Property (the "Property"); and

WHEREAS, Sublessee desires to sublease that portion of the Property located at 120 Skyline Drive, Thomasville, Thomas
County, Georgia consisting of 52 licensed beds (the "Premises") on the terms and conditions set forth herein.

NOW, THEREFORE, for and in consideration of Ten Dollars and no/100 ($10.00), and the mutual covenants and
agreements hereinafter set forth, and other good and valuable consideration paid by each party to the other, the receipt and adequacy
of which are hereby acknowledged, the parties hereto agree as follows:

1. Premises. Sublessor does hereby lease to Sublessee, and Sublessee does hereby lease from Sublessor, for the term
and upon the conditions hereinafter provided, the Premises.

2. Terms and Conditions. The term of this Sublease shall be for the same term as the Master Lease. This Sublease is
subject to the Master Lease and all of the terms, covenants, and conditions in the Master Lease are applicable to this Sublease with the
same force and effect as if Sublessor were the lessor under the Master Lease and Sublessee were the Sublessor thereunder.

3. Base Rent. During the Term, Sublessee shall pay in advance to Sublessor on or before the 1st day of each month
(except for the first payment, which shall be made on the Commencement Date) the following amounts as Base Rent (as defined
below):

Lease Year    Base Rent Per Month

Year 1 $27,000.00
  

Year 2 $27,500.00
  

Year 3 $28,000.00
  

Year 4 $28,500.00
  

Year 5 $29,000.00
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Commencing on the first day of year six (6) and continuing on the first day of each year thereafter, Base Rent shall increase by two
percent (2%) over the Base Rent for the previous year.

4. Additional Rent and Other Charges. In addition to Base Rent, Sublessee shall pay to Sublessor, all other charges
and additional rent payable by Sublessee under the Master Lease with respect to the Premises.

5. Absolute Net Lease. All rent payments shall be absolutely net to Sublessor, free of any and all taxes, other charges,
and operating or other expenses of any kind whatsoever, all of which shall be paid by Sublessee. Sublessee shall continue to perform
its obligations under this Agreement even if Sublessee claims it has been damaged by Sublessor. Thus, Sublessee shall at all times
remain obligated under this Agreement without any right of set-off, counterclaim, abatement, deduction, reduction or defense of any
kind. Sublessee's sole right to recover damages against Sublessor under this Agreement shall be to prove such damages in a separate
action.

6. Payment Terms. All Base Rent and other payments to Sublessor hereunder shall be paid by wire transfer in
accordance with Sublessor's wire transfer instructions attached hereto as Exhibit "A", or as otherwise directed by Sublessor from time
to time.

7. Security Deposit. Sublessee shall deposit with Sublessor and maintain during the Term the sum of Twenty-Five
Thousand and 001100 Dollars ($25,000.00) as a security deposit (the "Security Deposit") against the faithful performance by
Sublessee of its obligations under this Agreement. The Security Deposit shall be paid upon execution of this Agreement.

8. Late Charges. The late payment of Base Rent or other amounts due under this Sublease will cause Sublessor to lose
the use of such money and incur administrative and other expenses not contemplated under this Agreement. While the exact amount
of the foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Sublessor, if Base Rent
or any other amount is not paid within (a) five (5) days after the due date for such payment, then Sublessee shall thereafter pay to
Sublessor on demand a late charge equal to five percent (5%) of such delinquent amounts, and (b) ten ( 10) days after the due date for
such payment, such unpaid amount shall accrue interest from such date at the rate of ten percent ( 10%) per annum.

9. Assignment and Subletting. Sublessee shall not, either voluntarily or by operation of law, assign this Agreement or
further sublet all or any part of the Premises without the prior written consent of Sublessor. Any purported assignment or sublease
without such consent shall be null and void and constitute a material breach of this Agreement.

10. Attorney Fees. If there is any legal or arbitration action or proceeding between Sublessor and Sublessee to enforce
any provision of this Agreement or to protect or establish any right or remedy of either Sublessor or Sublessee hereunder, the
unsuccessful party to such action or proceeding will pay to the prevailing party all costs and expenses, including reasonable attorneys'
fees incurred b y such prevailing party in such action o r proceeding and in any appearance in connection therewith, and if such
prevailing party recovers a judgment
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in any such action, proceeding or appeal, such costs and expenses will be determined by the court or arbitration panel handling the
proceeding and will be included in and as a part of such judgment.

11. Notices. All notices and demands that may be required or permitted by either party to the other shall be in writing.
All notices, payments and demands hereunder shall be sent by overnight courier or by certified United States Mail, postage prepaid,
addressed as provided below, or to any other place that one party may from time to time designate in a notice to the other party, and
shall be deemed to have been received on the date when actually delivered to the addressee or delivery has been rejected.

If to Sublessor:            If to Sublessee:

ADK Georgia, LLC            c/o Michael E. Winget, Sr.
________________            P.O. Box 1277
________________            Forsyth, GA 31029

12. Personal Property. Sublessee may bring his own articles of personal property to the Premises for use and Sublessee
shall have the right to remove any such personal property from the Premises provided that Sublessee, at his expense, shall repair any
damages to the Premises caused by such removal or by the original installation thereof.

13. Repairs & Improvements. Sublessor shall not be required to make any repairs or improvements to the Premises.
Sublessee shall make no alterations in, or additions to, the Premises without first obtaining, in writing, Sublessor's consent for such
alterations or additions. All such alterations or additions shall be at the sole cost and expense of Sublessee and shall become a part of
the Premises and shall be the property of Sublessor. Sublessee covenants and agrees that it will take good care of the Premises, its
fixtures and appurtenances, and suffer no waste or injury thereto and keep and maintain same in good and clean condition, reasonable
wear and tear excepted. Sublessee shall be liable for and shall indemnify and hold Sublessor harmless in respect of any claims,
liabilities, actions, damage, or injury to Sublessor, the Premises, and property or persons of anyone else, if due to wrongful act or
negligence of Sublessee, or Sublessee's agents, employees, licensees or invitees. ·with respect to work, services, repairs, repainting,
restoration, the provision of utilities or HVAC services, or the performance of other obligations required of Lessor under the Master
Lease, Sublessor shall, at the written request of Sublessee, request the same from Lessor and use reasonable efforts to obtain the same
from Lessor at Sublessee's expense. Sublessee shall cooperate with Sublessor as may be required to obtain from Lessor any such
work, services, repairs, repainting restoration, the provision of utilities or HVAC services, or the performance of any of Lessor's other
obligations under the Master Lease with respect to the Premises.

14. Default.

(a) The following shall be deemed to be events of default by Sublessee: (i) Sublessee shall fail to pay when due any
installment of Base Rent or any other charge or assessment against Sublessee pursuant to the terms of this Agreement and such
failure shall continue for a period of five (5) days after Sublessor's notice to Sublessee thereof; (ii) Sublessee shall fail to comply in
every respect with any term, provision, covenant, or warranty made under this Agreement by Sublessee and shall not cure such
failure within thirty (30) days after notice
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thereof to Sublessee; provided that if any such failure is not curable by its nature within such thirty-day period, then Sublessee shall
have such additional time as necessary to cure the same; (iii) Sublessee shall fail to comply in any respect with any term, provision,
covenant or warranty under the Master Lease; or (iv) Sublessee shall do, or permit to be done anything which creates a lien upon the
Premises which lien is not removed by payment or bond within twenty (20) days after Sublessee receives notice thereof.

(b) Upon the occurrence of an aforesaid events of default, Sublessor shall have the option to pursue any one or more of
the following remedies without any notice or demand whatsoever: (i) terminate this Agreement, in which event Sublessee shall
immediately surrender the Premises to Sublessor, and if Sublessee fails to do so, Sublessor may without prejudice to any other remedy
which it may have for possession or arrearage in Base Rent, enter upon and take possession of the Premises and expel or remove
Sublessee and any other person who may be occupying the Premises or any part thereof, by force, if necessary, as permitted by
Georgia law without being liable for prosecution or any claim of damages therefor; Sublessee hereby agreeing to pay to Sublessor on
demand the amount of all Base Rent and other charges accrued through the date of termination; (ii) enter upon and take possession of
the Premises and expel or remove Sublessee and any other person who may be occupying the Premises or any part thereof, by force,
if necessary, as permitted by Georgia law, without being liable for prosecution or any claim of damages thereof and, if Sublessor so
elects, relet the Premises on such terms as Sublessor may deem advisable, in its sole discretion, without advertisement, and by private
negotiations provided that if Sublessor succeeds in re-1etting the Premises and receives the rent therefor, Sublessee hereby agrees to
pay to Sublessor the deficiency, if any, between all Rent reserved hereunder and the total rental applicable to the Term hereof
obtained by Sublessor through such re-letting, and Sublessee shall be liable for Sublessor's expenses in restoring the Premises and all
costs incident to such re-letting; (iii) enter upon the Premises by force if necessary as permitted by Georgia law, without being liable
for prosecution or any claim of damages therefor, and do whatever Sublessee is obligated to do under the terms of this Agreement;
and Sublessee agrees to reimburse Sublessor on demand for any expenses including, without limitation, reasonable attorney's fees
which Sublessor may incur in thus effecting compliance with Sublessee's obligations under this Agreement and Sublessee further
agrees that Sublessor shall not be liable for any damages resulting to Sublessee from such action.

(c) Notwithstanding any provision hereof, in the event (i) Sublessee defaults under this Agreement and/or the Master
Lease or (ii) the entering into of this Agreement results in Lessor giving notice of default under the Master Lease, Sublessor shall
have the right to terminate this Agreement immediately.

(d) The remedies provided for herein are cumulative and in addition to any other remedy provided by law or at equity.
No action taken by or on behalf of Sublessor shall be construed to be an acceptance of a surrender of this Agreement. Forbearance by
Sublessor to enforce one or more of the remedies herein provided upon an event of default shall not be deemed or construed to
constitute a waiver of such default.

15. Holding Over. If Sublessee remains in possession of any portion of the Premises after expiration or termination of
the Term with or without Sublessor's written consent, Sublessee shall become a Sublessee-at-sufferance, and there shall be no renewal
of this Sublease by operation of law. During the period of any such holding over, all provisions of
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this Sublease shall be and remain in effect except that the monthly rental shall be 150% of the amount of Base Rent payable for the
last full calendar month of the Term including renewals or extensions. The inclusion of the preceding sentence in this Sublease shall
not be construed as Sublessor's consent for Sublessee to hold over.

16. Surrender o f Premises.    Upon the expiration or other termination of this Sublease, Sublessee shall quit and
surrender to Sublessor the Premises broom clean in substantially the same condition as at the commencement of the Sublease,
reasonable wear and tear only excepted. Sublessee's obligation to observe or perform this covenant shall survive the expiration or
other termination of this Sublease.

17. Successors and Assigns. This Sublease shall be binding upon and shall inure to the benefit of the parties hereto and
their respective heirs, executors, administrators, successors and assigns.

18. Entire Sublease. This Sublease sets forth all the Subleases between Sublessor and Sublessee concerning the
Premises, and there are no other Subleases either oral or written other than as set forth in this Sublease.

19. Governing Law. This Sublease shall be governed by and construed in accordance with the laws of the State of
Georgia.

20. Other Provisions of Master Lease. This Sublease is subject and subordinate to the Master Lease. As and to the
extent hereinafter provided, all applicable terms and conditions of the Master Lease are incorporated into and made a part of this
Sublease as if Sublessee were the lessee under the Master Lease. Unless expressly provided for in this Sublease to the contrary,
Sublessee assumes and agrees to perform the Sublessor's obligations under the Master Lease during the term of this Sublease, except
that the obligation to pay rent to Lessor under the Master Lease shall be considered performed by Sublessee by virtue of its payments
and reimbursements to Sublessor pursuant to this Sublease. Sublessee shall not cause or suffer any act of negligence that will violate
any of the provisions of the Master Lease. If the Master Lease terminates for any reason, this Sublease shall terminate and the parties
shall be relieved from all liabilities and obligations under this Sublease; provided, however, that if this Sublease is terminated by
Lessor due to a default of Sublessor or Sublessee under the Master Lease or under this Sublease, the defaulting party shall be liable to
the non-defaulting party for all damage suffered by the non-defaulting party as a result of the termination. Sublessee shall provide
copies of all reports required under the Master Lease to Sublessor and to Lessor. In addition, if the entering into of this Sublease
results in Lessor giving notice of default under the Master Lease, Sublessor shall have the right to terminate this Sublease
immediately.

21. Governing Law and Venue.    This Sublease is made pursuant to, and shall be construed and enforced in
accordance with, the laws in force in the State of Georgia, and any dispute arising hereunder shall be brought in the courts of Thomas
County, Georgia.

22. Entire Agreement. The parties hereby understand and agree that this Sublease contains the entire agreement
between the parties and cannot be changed or modified except by a written instrument subsequently executed by the parties hereto.
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IN WITNESS WHEREOF, the parties hereto have caused this Sublease to be duly executed and delivered as of the day and
year first written above.

SUBLESSEE:                    SUBLESSOR:

C.R. OF THOMASVILLE LLC,            ADK GEORGIA, LLC,
a Georgia limited liability company            a Georgia limited liability company

  

By: /s/ Michael E. Winget Sr
Name: Michael E. Winget Sr
Its: Manager

        

  

By: /s/ David A. Tenwick
Name: David A. Tenwick
Its: CEO, President, Chairman
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    Exhibit 10.415

  LEASE AGREEMENT   

THIS LEASE AGREEMENT (this "Lease") is entered into as of the 22nd day of September, 2014 (the "Execution Date")
by and between COOSA NURSING ADK, LLC , a Georgia limited liability company ("Landlord' ') and C.R. OF COOSA
VALLEY, LLC , a Georgia limited liability company ("Tenant'), for the improved real property described on Exhibit "A-1" (the
"Premises"), on which Premises is located that certain 124-bed senior living facility located at 513 Pine View Avenue, Glencoe,
Alabama 35905, including the "Landlord Personal Property" associated therewith described on Exhibit "A-2" (the Landlord
Personal Property together with the Premises, being collectively the "Facility"). Certain capitalized terms used in this Lease are
defined on Exhibit "B".

RECITALS

WHEREAS, Landlord desires to Lease the Premises to Tenant, and Tenant desires to lease the Premises from Landlord on
the terms and conditions hereinafter set forth.

NOW, THEREFORE , in consideration of the mutual promises set forth herein and other good and valuable consideration,
the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Term. The "Term" of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A "Lease Year"
is the twelve (12) month period commencing on the Commencement Date (as defined below) and each anniversary thereof during
each year of the Term. The "Initial Term" commences on the day that Tenant receives all licenses and other approvals from the State
of Alabama to operate the Facility (the "Commencement Date") and ends on the last day of the sixtieth (60th) full calendar month
thereafter, and may be extended for one (1) separate renewal term of five (5) years ("Renewal Term" if: (a) at least one hundred
eighty (180) days prior to the end of the Initial Term, Tenant delivers to Landlord a "Renewal Notice" indicating that Tenant desires
to exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (i) as of the date
Landlord receives the Renewal Notice (the "Exercise Date"), or (ii) on the last day of the Initial Term; and (c) Tenant and any
Affiliate of Tenant that leases any additional facility from Landlord or Landlord's Affiliates concurrently deliver appropriate Renewal
Notice(s) exercising all renewal options for all such facilities. For purposes hereof, "Termination Date" shall mean the last day of the
Initial Term or the Renewal Term (if any) or the earlier date on which this Lease may be terminated as provided herein.

2. Rent.     During the Term, Tenant shall pay in advance to Landlord on or before the 1st day of each month (except
for the first Rent payment, which shall be made on the Commencement Date) the following amounts as Rent (as defined below):

2.1 Initial Term Rent.    During the Initial Term, "Rent" shall be as follows:

Lease Year Rent Per Month

 Year 1 $75,000.00
Year 2 $76,000.00
Year 3 $77,000.00
Year 4 $78,000.00
Year 5 $79,000.00
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2.2    Renewal Term Rent.        To establish a fair market Rent for the Premises during the Renewal Term, the Rent for
the Renewal Term shall be reset and expressed as an annual amount equal to the greater of (a) the Fair Market Rental of the Premises
as established pursuant to Exhibit C-1, o r (b) one hundred two percent (102%) of the Rent due for the immediately preceding
Lease Year. Commencing with the second (2nd) Lease Year of a Renewal Term, the Rent due each Lease Year shall equal the
amount of the Rent payable for the immediately preceding Lease Year as increased by two percent (2%).

2 . 3    Absolute Net Lease.        All Rent payments shall be absolutely net to Landlord, free or any and all Taxes (as
defined below in Section 5), Other Charges (as defined below in Section 5), and operating or other expenses of any kind whatsoever,
all of which shall be paid by Tenant. Tenant shall continue to perform its obligations under this Lease even if Tenant claims it has
been damaged by Landlord. Thus, Tenant shall at all times remain obligated under this Lease without any right of set-off,
counterclaim, abatement, deduction, reduction or defense of any kind. Tenant's sole right to recover damages against Landlord under
this Lease shall be to prove such damages in a separate action.

2 . 4    Payment Terms.    All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord's wire transfer instructions attached hereto as Exhibit C-2, or as otherwise directed by Landlord from time
to time.

3.    Security Deposit.    Tenant shall deposit with Landlord and maintain during the Term the cash sum of Seventy Thousand
and 001100 Dollars ($70,000.00) as a security deposit (the "Security Deposit") which Landlord shall hold as security for the full and
faithful performance by Tenant of every term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord on the Execution Date. The Security Deposit may be
deposited by Landlord into an interest bearing account, which interest shall accrue for the sole benefit of Landlord and not Tenant.
The Security Deposit shall not be considered an advance payment of Rent (or of any other sum payable by Tenant under this Lease)
or a measure of Landlord's damages in case of a default by Tenant. The Security Deposit shall not be considered a trust fund, and
Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or in any fiduciary capacity in controlling or using
the Security Deposit. Landlord shall have no obligation to maintain the Security Deposit separate and apart from Landlord's general
and/or other funds. If Tenant defaults in respect of any of the terms, provisions, covenants and conditions of this Lease (or if there is a
default under any agreement or instrument with which this Lease is cross-defaulted), Landlord may, but shall not be required to, in
addition to and not in lieu of any other rights and remedies available to Landlord, apply all or any part of the Security Deposit to the
payment of any sum in default, or any other sum that Landlord may expend or be required to expend by reason of Tenant's default,
including but not limited to, any damages or deficiency in reletting the Premises. Whenever, and as often as, Landlord has applied any
portion of the Security Deposit to cure Tenant's default hereunder or under any agreement with which this Lease is cross-defaulted,
Tenant shall, within ten (10) days after Notice from Landlord, deposit additional money with Landlord sufficient to restore the
Security Deposit to the full amount then required to be deposited with Landlord, and Tenant's failure to do so shall constitute an Event
of Default without any further Notice. If Landlord
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transfers or assigns its interest under this Lease, Landlord shall assign the Security Deposit to the new landlord and thereafter
Landlord shall have no further liability for the return of the Security Deposit, and Tenant agrees to look solely to the new landlord for
the return of the Security Deposit. Tenant agrees that it will not assign or encumber or attempt to assign or encumber the Security
Deposit and that Landlord, its successors and assigns may return the Security Deposit to the last tenant in possession of the Premises
at the last address for which Notice has given by such tenant and that Landlord thereafter shall be relieved of any liability therefor,
regardless of one or more assignments of this Lease or any such actual or attempted assignment or encumbrances of the Security
Deposit

4. Late Charges.        The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the
use of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on
demand a late charge equal to five percent (5%) of such delinquent amounts, and (b) ten ( 10) days after the due date for such
payment, such unpaid amount shall accrue interest from such date at the rate of ten percent (10%) per annum (the "Agreed Rate").

5. Taxes and Other Charges.        At the commencement and at the expiration of the Term, all Taxes and Other
Charges shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other
Charges received by it. Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition
of any fine, penalty, interest or other cost ("Penalty"), (a) "Taxes", consisting of any real property and other taxes and assessments
levied or assessed with respect to the Premises (excluding income taxes and/or gross receipts taxes that may be imposed upon
Landlord), and (b) "Other Charges" , consisting of any utilities and other costs and expenses of the Facility or any portion of the
Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the Term. Tenant shall pay
the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether or not interest accrues
on the unpaid balance). Within ten (10) days of its receipt of Landlord's written notice of payment, Tenant shall pay Landlord an
amount equal to any Taxes or Penalty that Landlord at any time is assessed or otherwise becomes responsible and for which Tenant is
liable under this Lease. However, nothing in this Lease shall obligate Tenant to pay penalties incurred as a result of Landlord's failure
to timely forward bills to Tenant.

5.1    Protests.    Tenant has the right, but not the obligation, in good faith to protest or contest (a "Protest") in whole or
in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined in
Section 7.1), by appropriate proceedings sufficient to (i) prevent the collection or other realization of such Taxes, Other Charges or
Liens, or (ii) prevent the sale, forfeiture or loss of any portion of the Premises, or (iii) prevent the forfeiture of Rent to satisfy such
Taxes, Other Charges or Liens long as it provides Landlord with reasonable security to assure the foregoing). Tenant shall diligently
prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Landlord shall cooperate in any
Protest that involves an amount assessed against it.

5.2    Impound.    If required by the Facility Mortgagee or upon Landlord's written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one twelfth (l/12th) of the amount required to discharge the
annual amount of real property
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Taxes by a Lien encumbering any portion of the Premises as and when they become due. The deposits shall not bear interest nor be
held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of the related obligations. If at any time
within thirty (30) days prior to the due date the deposits shall be insufficient for the payment of the obligation in full, Tenant shall
within ten ( 10) days after demand deposit the deficiency with Landlord. If deposits are in excess of the actual obligation, the required
monthly deposits for the ensuing Lease Year shall be reduced proportionately and any such excess at the end of the final Lease Year
shall be refunded to Tenant within thirty calendar (30) days. Tenant shall forward to Landlord or its designee all Tax bills, bond and
assessment statements as soon as they are received. If Landlord transfers this Lease, it shall transfer all such deposits to the transferee,
and Landlord shall thereafter have no liability of any kind with respect thereto.

5.3    Tax Treatment; Reporting.        Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes. For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the "Code") with respect to the Premises, (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code, and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

6. Insurance.     All insurance provided for in this Lease shall (i) be maintained under valid and enforceable policies
issued by insurers licensed and approved to do business in the state where the Facility is located, (ii) name Landlord as an additional
insured and, for the property insurance policies, as the owner, (iii) be on an ''occurrence" basis, or if claims made, include a provision
whereby tail coverage costs are specified upon policy inception, (iv) cover all of Tenant's operations at the Facility, (v) provide that
the policy may not be canceled except upon not less than thirty (30) days prior written notice to Landlord and (vi) be primary and
provide that any insurance with respect to any portion of the Premises maintained by Landlord is excess and noncontributing with
Tenant's insurance. The property policy(ies) shall also name the Landlord and Facility Mortgagee as loss payee. The parties hereby
waive as to each other all rights of subrogation which any insurance carrier, or either of them, may have by reason of any provision in
any policy issued to them, provided such waiver does not thereby invalidate such policy. Original policies or satisfactory insurer
certificates evidencing the existence of the insurance required by this Lease and showing the interest of Landlord and Facility
Mortgagee shall be provided to Landlord prior to the commencement of the Term or, for a renewal policy, not less than ten (10) days
prior to the expiration date of the insurance policy being renewed. If Landlord is provided with a certificate, it may demand that
Tenant provide a complete copy of the related policy within ten (10) days. Tenant may satisfy the insurance requirements hereunder
through coverage under so-called blanket policy(ies) of insurance carried and maintained by Tenant regarding other operations or
facilities; provided, however, that the coverage afforded Landlord will not be reduced or diminished or otherwise be different from
that which would exist under a separate policies of insurance meeting all other requirements of this Lease by reason of the use of such
blanket policies of insurance. During the Term, Tenant shall maintain the following insurance and any claims thereunder shall be
adjudicated by and at the expense of it or its insurance carrier:
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(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard "all risk" property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief and any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 6(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to the Landlord;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection of not less than $1,000,000.00 per occurrence/$1,000,000.00 per location in the aggregate, naming
Landlord as additional insured;

(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically relating to
patient care and services provided by the Facility staff, its' contractors and all related parties, to include coverage or medical directors
with regard to their administrative duties provided to the facility, with limits of not less than $1m per occurrence/$3m per location in
the aggregate, naming Landlord as additional insured. If such coverage is purchased on a claims made basis, Tenant must show proof
of the ability to purchase tail coverage to last through the statute of limitations, upon the end of the Lease Term;

(d) Worker's Compensation and Employers Liability Insurance with respect to the Facility for losses
sustained by Tenant's employees in the course and scope of their employment, as well as volunteers, and otherwise consistent with all
applicable state law and meeting all other legal requirements;
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(e) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than one (1) year, covering perils consistent with the requirements of Section 4(a), and including either an
agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other insured
thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to the Landlord; and

(f) Deductibles/Self-Insured Retentions for the above policies shall not be greater than Fifty Thousand
Dollars ($50,000), and Landlord shall have the right at any time to require a lower amount or set higher policy limits, to the extent
commercially available and reasonable and customary for similar operations and properties to those of the Facility.

6. Use, Regulatory Compliance and Preservation of Business.

6 . 1    Permitted Use; Qualified Care. Tenant shall continuously use and occupy the Facility during the Term as a
skilled nursing facility with not less than 124 beds and for ancillary services relating thereto, but for no other purpose. Tenant shall
provide care, treatment and services to all residents of the Facility in a manner consistent with all applicable laws. Notwithstanding
any common law or statutory right, Tenant agrees not to transfer, move or otherwise take action that reduces licensed bed complement
of the Facility and Tenant agrees not to take any of the licensed beds out of service or move the beds to a different location.

6 . 2    Regulatory Compliance.    Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Facility and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements, including timely
filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that the Facility
continues to be fully certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when they are
returned to Landlord, all without any suspension, revocation, decertification or other material limitation of such certification. Further,
Tenant shall not commit any act or omission that would in any way violate any certificate of occupancy affecting the Facility, result in
closure of the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if applicable), bed rights or
other similar certificate or license at any of the Facility. All inspection fees, costs and charges associated with a change of such
licensure or certification shall be borne solely by Landlord.

6 . 3    Preservation o f Business.    Tenant acknowledges that a fair return to Landlord on and protection of its
investment in the Premises depends, in part, on Tenant's dedication to the Business and the concentration of similar businesses of
Tenant and its Affiliates in the geographical area of each Facility. Tenant further acknowledges that the diversion of residents or
patient care activities from any Facility to other facilities owned or operated by Tenant or its Affiliates at any time during the Term
will have a material adverse effect on the value and utility of such Facility. Therefore, Tenant agrees that during the Term and for a
period of two (2) years thereafter,
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neither Tenant nor any of its Affiliates shall, without the prior written consent of Landlord: (i) operate, own, participate in or
otherwise receive revenues from any other business providing services similar to those of the business of the Facility within a ten
(10)-mile geographical radius of the Facility, (ii) except as is necessary to provide residents or patients with an alternative level of
care, recommend or solicit the removal or transfer of any resident or patient from any Facility to any other nursing, health care, senior
housing or retirement housing facility or divert actual or potential residents, patients or care activities of the business conducted at the
Facility to any other facilities owned or operated by Tenant or its Affiliates or from which they receive any type of referral fees or
other compensation for transfers, or (iii) employ for other businesses any management or supervisory personnel working on or in
connection with any portion of the business or the Facility; provided, however, that if Tenant or an Affiliate leases additional facilities
from Landlord or Landlord's Affiliates, the parties agree that Tenant may move employees among those Affiliated Facilities.

7. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

7 . 1    Acceptance "AS IS"; No Liens.    Tenant acknowledges that it is presently engaged in operations similar to
those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied on any
representations or warranties, express or implied, of any kind from Landlord. Tenant has investigated the Premises, has selected the
Premises to its own specifications, has concluded that no improvements or modifications to them are required in order to operate the
Facility, and accepts the Facility and the Premises on an "AS IS" basis and assumes all responsibility and cost for the correction of
any observed or unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 5.1, Tenant shall not
cause or permit any lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a
"Lien") for any reason, provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as
a result of Landlord's action or omissions.

7 . 2    Tenant's Maintenance Obligations.        Tenant shall (a) keep and maintain the Premises and the Facility in
good appearance, repair and condition and maintain proper housekeeping, (b) promptly make all repairs (interior and exterior,
structural and nonstructural, ordinary and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working
order and condition and in substantial compliance with all applicable requirements and laws relating to the business conducted
thereon, including if applicable, certification for participation in Medicare and Medicaid, and (c) keep and maintain all Landlord and
Tenant Personal Property in good condition, ordinary wear and tear excepted, and repair and replace such property consistent with
prudent industry practice as required under this Lease.

7 . 3    Alterations b y Tenant.    Tenant may alter, improve, exchange, replace, modify or expand (collectively,
"Alterations") the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of Fifty Thousand Dollars
($50,000) with respect to the Facility in any rolling twelve (12) month period shall require Landlord's prior written consent, which
shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the Premises and the
property of Landlord subject to this Lease, and the cost of all Alterations or other purchases, whether undertaken as an on-going
licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall be borne solely by Tenant. All
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Alterations shall be constructed in a good and workmanlike manner in compliance with all applicable laws and the insurance required
under this Lease.

7 . 4    Hazardous Materials.    Tenant's use of the Premises shall comply with all Hazardous Materials Laws. If any
Environmental Activities occur or are suspected to have occurred in violation of any Hazardous Materials Laws by Tenant during the
Term or if Tenant has received notice of any Hazardous Materials Claim against any portion of the Premises as a result of Tenant's
acts or omissions during the Term, Tenant shall promptly obtain all permits and approvals necessary to remedy any such actual or
suspected problem through the removal of Hazardous Materials or otherwise, and upon Landlord's approval of the remediation plan,
remedy any such problem to the satisfaction of Landlord and all applicable governmental authorities, in accordance with all
Hazardous Materials Laws and good business practices. During the Term, Tenant shall immediately advise Landlord in writing of (a)
any Environmental Activities in violation of any Hazardous Materials Laws; (b) any Hazardous Materials Claims against Tenant or
any portion of the Premises; (c) any remedial action taken by Tenant in response to any Hazardous Materials Claims or any
Hazardous Materials on, under or about any portion of the Premises in violation of any Hazardous Materials Laws; (d) Tenant's
discovery of any occurrence or condition on or in the vicinity of any portion of the Premises that materially increase the risk that any
portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to or from Tenant, any governmental
authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any portion of the
Premises, including copies thereof. Landlord shall have the right, at Tenant's sole cost and expense (including, without limitation,
Landlord's reasonable attorneys' fees and costs) and with counsel chosen by Landlord, to join and participate in, as a party if it so
elects, any legal proceedings or actions initiated in connection with any Hazardous Materials Claims. Landlord represents and
warrants to Tenant that to Landlord's knowledge, there are not pending claims or causes of action arising out or relating to the Facility
or the Premises as of the commencement of the Term.

8. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
("Tenant Personal Property", which collectively with the "Tenant Intangible Property" shall be referred to herein as "Tenant
Property".) As used herein, "Tenant Intangible Property" means all the following at any time owned by Tenant in connection
with its use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or
revenue derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with
residents, employees and third-party payors ), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or
Other Charges for periods of time during the Term; and licenses and permits necessary or desirable for Tenant's use of any portion
of the Premises, including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall
have no lien or security interest in or to the Tenant Intangible Property, and any such common law lien or security interest of
Landlord shall be subordinate to the lien and security interest of any third party lender providing to Tenant a working capital line of
credit, whether such working capital line of credit exists as of the Commencement Date or future working capital lines of credit, and
no further instrument of subordination shall be required.
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9. Financial, Management and Regulatory Reports.    Tenant shall provide Landlord with the reports listed in
Exhibit "D" at the time described therein, and such other information about it or the operations of the Facility as Landlord may
reasonably request from time to time, including such information requested in connection with any financing of the Premises sought
by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted accounting
principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked ".xls" spreadsheets created
using Microsoft Excel (2003 or newer editions). If Tenant or any Affiliate becomes subject to any reporting requirements of the
Securities and Exchange Commission ("SEC") during the Term, it shall concurrently deliver to Landlord such reports as are delivered
pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc., be subject to any
particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other information from
Tenant, Tenant agrees to deliver such reports, documentation and information within ten (10) days after Landlord's request for the
same.

10. Representations and Warranties.    Each party represents and warrants to the other that: (a) this Lease and all
other documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it
is duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and
qualified to perform this Lease within the state where the Premises is located; and (c) neither this Lease nor any other document
executed or to be executed in connection herewith violates the terms of any other agreement of such party.

11. Events of Default.        So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and
enjoy the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 16 or 17.
The occurrence of any of the following events will constitute an "Event of Default" on the part of Tenant, and there shall be no cure
period therefor except as otherwise expressly provided:

(a) Tenant's failure to pay when due any Rent, Taxes, Other Charges or other required payments;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; (ii) the closure of the Facility;
(iii) the sale or transfer of all or any portion of any certificate of need, bed rights or other similar certificate or license relating to the
Facility; (iv) the use of any portion of the Facility other than for a skilled nursing facility and for ancillary services relating thereto; or
(v) any act or omission of Tenant that in the judgment of Landlord will more likely than not result in any of the foregoing;

(c) Any other material suspension, termination or restriction placed upon Tenant, the Facility or the
ability to admit residents or patients (e.g., an admissions ban or non-payment for new admissions by Medicare or Medicaid resulting
from an inspection survey, if applicable);

(d) A material default by Tenant or any Affiliate under any other lease, agreement or obligation between
it and Landlord or any Landlord's Affiliates which is not cured within any applicable cure period specified therein;
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(e) Any misrepresentation by Tenant under this Lease or material misstatement or omission of fact in any
written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 6 or 15;

(g) (i) Tenant shall generally not pay its debts as they become due, or shall admit in writing its inability to pay
its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of creditors; or (ii) a receiver,
trustee or liquidator shall be appointed for either or them or any of their property, if within three (3) business days of such
appointment Tenant does not inform Landlord in writing that they intend to cause such appointment to be discharged or such
discharge is not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by
Tenant of a voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or
other debtor's relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within three (3)
business days of such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal IS
diligently prosecuted and such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within three (3) business days of Tenant's receipt of a notice of default from Landlord, Tenant gives Landlord
notice of its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y)
if such default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and
cure after such period will not have a materially adverse effect upon the Facility, then such default shall not constitute an Event of
Default if Tenant uses its best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within sixty (60) days after such notice from Landlord.

12. Remedies.    Upon the occurrence of an Event of Default, Landlord may exercise all rights and remedies under this
Lease and the laws of the state where the Premises is located that are available to a Landlord of real and personal property in the
event of a default by its Tenant, and as to the Tenant Property, all remedies granted under the laws of such state(s) to a secured party
under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by applicable law and shall
not be responsible or liable for any failure to relet the Premises or to collect any rent due upon any such reletting. Tenant shall pay
Landlord, immediately upon demand, all expenses incurred by it in obtaining possession and reletting any of the Premises, including
fees, commissions and costs of attorneys, architects, agents and brokers.

12.1    General.    Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following upon an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach; (b)
enter upon any portion of the Premises, terminate this Lease, dispossess Tenant from the Premises through appropriate legal
procedures and/or collect money damages by reason of Tenant's breach, including the acceleration of all Rent which would have
accrued after such termination and all obligations and liabilities of
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Tenant under this Lease which survive the termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other
money damages as the same come due; and (d) (before or after repossession of the Premises pursuant to clause (b) above and whether
or not this Lease has been terminated) relet any portion of the Premises to such tenant(s), for such term(s) (which may be greater or
less than the remaining balance of the Term), rent, conditions (which may include concessions or free rent) and uses as it may
determine in its sole discretion and collect and receive any rents payable by reason of such reletting.

12.2    Remedies Cumulative; No Waiver.      No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord's receipt of and Tenant's
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing
signed by it.

12.3    Performance of Tenant's Obligations.     If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days' notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys' fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 3 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord's written
demand therefor.

13. Provisions on Termination.

13.1    Surrender of Possession.    On the expiration of the Term or earlier termination or cancellation of this Lease
(the "Termination Date"), Tenant shall deliver to Landlord or its designee possession of (a) the Facility and associated Landlord
Personal Property in a neat and clean condition and in as good a condition as existed at the date of Tenant's possession and
occupancy pursuant to this Lease, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant's sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Premises to Landlord or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Facility and the Premises. Accordingly, Tenant shall not at any time during or after the Term seek to transfer, surrender, allow to
lapse, or grant any security interest or any other interest in and to the licenses, permits or certifications relating to the Facility or the
Premises, nor shall Tenant commit or omit any act that would jeopardize the Facility or any licensure or certification of the Facility.
Tenant shall cooperate fully with Landlord or its designee in transferring or obtaining
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all necessary licenses and certifications for Landlord or its designee, and Tenant shall comply with all requests for an orderly transfer
of the Facility licenses, and Medicare and Medicaid certifications and possession at the time of its surrender of the Premises to
Landlord or its designee to operate the Facility. Subject to all applicable laws, Tenant hereby assigns, effective upon the Termination
Date, all rights to operate the Facility to Landlord or its designee, including all required licenses and permits and all rights to apply for
or otherwise obtain them, and all other nonproprietary Tenant Intangible Property relating to any portion of the Premises.

13.2    Removal of Tenant Personal Property.        Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to
any Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord's
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

13.3    Management of Premises.        Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Facility and Tenant
agrees to cooperate fully to accomplish the transfer of such management and operation without interrupting the operation of the
Facility. Tenant agrees that Landlord or its designee may operate the Facility under Tenant's licenses and certifications pending the
issuance of new licenses and certifications to Landlord or its designee. Tenant shall not commit any act or be remiss in the
undertaking of any act that would jeopardize any licensure or certification of the Facility, and Tenant shall comply with all requests
for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid certifications and possession of the Premises
at the time of any such surrender.

13.4    Holding Over.    If Tenant shall for any reason remain in possession of the Premises after the Termination Date,
such possession shall be a mo.nth-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of
each month one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional
charges accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein
shall constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall
anything contained herein be deemed to limit Landlord's remedies.

13.5    Survival.    All representations, warranties, covenants and other obligations of Tenant under this Lease shall
survive the Termination Date.
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14. Certain Landlord Rights.

14.1    Entry and Examination of Records.    Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance, to exhibit the Premises for sale, Lease
or mortgaging, or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic's or materialman's lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant's operations of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant's operations of the Facility.

14.2    Grant Liens.    This Lease shall be subordinate to the right, title, and interest of any lender or other party
holding a security interest in or a lien upon the Premises under any and all mortgage instruments or deeds to secure debt presently
encumbering the Premises or the Building and to any and all other deeds to secure debt or mortgage instruments hereafter
encumbering the Premises or the Building. Tenant shall at any time hereafter, on demand of Landlord or the holder of any such deed
to secure debt or mortgage instrument, execute any instruments which may reasonably be required by such party for the purpose of
evidencing the subordination of this Lease to the lien or security of such party. Tenant shall, upon demand, at any time or times,
execute, acknowledge, and deliver to Landlord or the holder of any such instruments or deeds to secure debt, without expense, any
and all documents that may be necessary to make this Lease superior to the lien of any of the same. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease, Tenant shall, at the option of
such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize such successor as Tenant's landlord under
this Lease. Tenant shall promptly execute, acknowledge, and deliver any instrument that may be necessary to evidence such
attornment.

14.3    Estoppel Certificates. Tenant shall, at any time upon not less than five (5) business days prior written request
by Landlord, have an authorized    representative execute, acknowledge and deliver to Landlord or its designee a written statement
certifying (a) that this Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and
additional charges have been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other
matters as Landlord may reasonably request.

14.4    Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing
from and after the date of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

15. Assignment and Subletting. Except as otherwise expressly permitted in this lease, without Landlord's prior written
consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit the
use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or trustee
i n any federal o r state bankruptcy, insolvency, o r other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant's
assets lieu thereof shall be deemed an assignment or other transfer of this Lease.
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16. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises and diligently repair or reconstruct such portion of the Premises to a like or better condition than existed prior
to such damage or destruction. Any net insurance proceeds payable with respect to the casualty shall be paid directly to Landlord and,
if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion of the
Premises pursuant to Landlord's disbursement requirements and subject to the provisions of the Facility Mortgage Documents and the
release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the required
additional funds if they are more than sufficient, the surplus shall belong and be paid to Tenant. Tenant shall not have any right under
this Lease, and hereby waives all rights under applicable law, to abate, reduce or offset rent by reason of any damage or destruction of
any portion of the Premises by reason of an insured or uninsured casualty.

17. Condemnation. Except as provided to the contrary in this Section 18, this Lease shall not terminate and shall remain
in full force and effect in the event of a taking or condemnation of the Premises, or any portion thereof, and Tenant hereby waives all
rights under applicable law to abate, reduce or offset rent by reason of such taking. If during the Term all or substantially all (a
"Complete Taking") or a smaller portion (a "Partial Taking") of the Premises is taken or condemned by any competent public or
quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty (30) days of the
effective date of such Taking, terminate this Lease and the current Rent shall be equitably abated as of the effective date of such
termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair
Market Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a
Partial Taking shall be as established pursuant to Exhibit "E". Landlord alone shall be entitled to receive and retain any award for a
taking or condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its own claim in the
event of any such taking or condemnation with respect to the value of Tenant's leasehold interest in any portion of the Premises
and/or the relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or substantially all
of the Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent due under this
Lease shall be not be abated during the period of such temporary taking.

18. Indemnification.    Tenant agrees to protect, indemnify, defend and save harmless Landlord, its members,
managers, Affiliates, directors, officers, shareholders, agents and employees from and against any and all foreseeable or unforeseeable
liability, expense, loss, cost, deficiency, fine, penalty or damage (including consequential or punitive damages) of any kind or nature,
including reasonable attorneys' fees, from any suits, claims or demands, on account of any matter or thing, action or failure to act
arising out of or in connection with this Lease, the Premises or the operations of Tenant on any portion of the Premises, including,
without limitation, (a) the breach by Tenant or any of its representations, warranties, covenants or other obligations hereunder, (b) any
Protest, (c) all known and unknown Environmental Activities on any portion of the Premises, Hazardous Materials Claims or
violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises, and (d) upon or following the
Termination Date, the correction of all deficiencies of a physical matter identified by, and any liability assessed or asserted by, any
governmental agency or Medicare or Medicaid providers as a result of or arising out of or in connection with this Lease or the related
change in ownership inspection and audit (including any overpayment to any Medicare, Medicaid or other third party payor). Upon
receiving knowledge of any suit, claim or demand asserted
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by a third party that Landlord believes is covered by this indemnity, it shall give Tenant notice of this matter. If Landlord does not
elect to defend the matter with its own counsel at Tenant's expense, Tenant shall then defend Landlord at Tenant's expense (including
Landlord's reasonable attorneys' fees and costs) with legal counsel satisfactory to Landlord.

19. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys' fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY
MATTER WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE,
INCLUDING RELATIONSHIP OF THE PARTIES, TENANT'S USE AND OCCUPANCY OF ANY PORTION
OF THE PREMISES, OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR
THE ENFORCEMENT OF ANY REMEDY.

20. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U.S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

If to
Tenant: If to Tenant:   If to Landlord:  

      

    c/o AdCare Health Systems, Inc.
    Two Buckhead Plaza
    3050 Peachtree Road NW, Suite 355
 Attention:   Atlanta, Georgia 30305
    Attention: Chief Executive Officer

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier's proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of
a party shall be deemed delivery to such party. Notice to any one co-Tenant shall be deemed notice to all co-Tenants.

21. Compliance with Facility Mortgage Documents.

(a) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord or any Affiliate
of Landlord may impose certain obligations on the "borrower" or other counterparty thereunder to comply with or cause the operator
and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such Facility and
the operator and/or lessee of such Facility, including, covenants relating to (i) the maintenance and repair of such Facility; (ii)
maintenance and submission of financial records and accounts of the operation of such Facility and related financial and other
information regarding the operator and/or lessee of
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such Facility and such Facility itself; (iii) the procurement of insurance policies with respect to such Facility; (iv) minimum
occupancy, fixed coverage ratio o r other Facility-related financial and/or performance requirements, and (v) without limiting the
foregoing, compliance with all applicable legal requirements relating to such Facility and the operation of the business thereof. For so
long as any Facility Mortgages encumber the Premises or any portion thereof or interest therein, Tenant covenants and agrees, at its
sole cost and expense and for the express benefit of Landlord, to operate the applicable Facility in strict compliance with the terms
and conditions of the Facility Mortgage Documents (other than payment of any indebtedness evidenced or secured thereby) and to
timely perform all of the obligations of Landlord relating thereto, or to the extent that any of such duties and obligations may not
properly be performed by Tenant, Tenant shall cooperate with and assist Landlord in the performance thereof (other than payment of
any indebtedness evidenced or secured thereby); provided, however, this Section shall not be deemed to impose on Tenant
obligations materially more burdensome than Tenant's obligations otherwise under this Lease. If any new Facility Mortgage
Documents to be executed by Landlord or any Affiliate of Landlord would impose on Tenant any obligations under this Section,
Landlord shall provide copies of the same to Tenant for informational purposes (but not for Tenant's approval) prior to the execution
and delivery thereof by Landlord or any Affiliate of Landlord.

(b) Without limiting Tenant's obligations pursuant to this Section, during the Term, Tenant
acknowledges and agrees that, except as expressly provided elsewhere in this Lease, it shall undertake at its own cost and expense the
performance of any and all repairs, replacements, capital improvements, maintenance items and all other requirements relating to the
condition of a Facility that are required by any Facility Mortgage Documents, and Tenant shall be solely responsible and hereby
covenants to fund and maintain any and all impound, escrow or other reserve or similar accounts required under any Facility
Mortgage Documents as security for or otherwise relating to any operating expenses of a Facility, including any capital repair or
replacement reserves and/or impounds or escrow accounts for Taxes or insurance premiums (each a "Facility Mortgage Reserve
Account"); provided, however, this Section shall not (i) increase Tenant's monetary obligations under this Lease, (ii) materially and
adversely increase Tenant's non-monetary obligations under this Lease, or (iii) materially diminish Tenant's rights under this Lease.
During the Term of this Lease and provided that no Event of Default shall have occurred and be continuing hereunder, Tenant shall,
subject to the terms and conditions of such Facility Mortgage Reserve Account and the requirements of the Facility Mortgagee(s)
thereunder, have access to and the right to apply or use (including for reimbursement) to the same extent of Landlord all monies held
in each such Facility Mortgage Reserve Account for the purposes and subject to the limitations for which such Facility Mortgage
Reserve Account is maintained, and Landlord agrees to reasonably cooperate with Tenant in connection therewith.

21. Cooperation.        Tenant agrees that should Landlord and Landlord's Affiliates desire to consolidate all of their
leases with Tenant and Tenant's Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord's Affiliates in so
documenting such consolidation.

22. Miscellaneous.    This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according
to their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is
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deemed to violate any applicable laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant
as such obligations arise and if Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without
interest) to Tenant on the Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder
shall nevertheless continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of
notice or the delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a
Saturday, Sunday or federal holiday, then such period or date shall be extended until the immediately following business day.
Whenever the words "including", "include" or "includes" are used in this Lease, they shall be interpreted in a non-exclusive manner
as though the words "without limitation" immediately followed. Whenever the words day or days are used in this Lease, they shall
mean "calendar day" o r "calendar days" unless expressly provided to the contrary. The titles and headings in this Lease are for
convenience of reference only and shall not in any way affect the meaning or construction of any provision. Unless otherwise
expressly provided, references to any "Section" mean a section of this Lease (including all subsections), to any "Exhibit" or
"Schedule" mean an exhibit or schedule attached hereto or to "Medicare" or "Medicaid'"include any successor program. If more than
one Person is Tenant hereunder, their liability and obligations hereunder shall be joint and several. Promptly upon the request of
either party and at its expense, the parties shall prepare, enter into and record a suitable short form memorandum of this Lease. This
Lease (a) contains the entire agreement of the parties as to the subject matter hereof and supersedes all prior or contemporaneous
verbal or written agreements or understandings, (b) may be executed in several counterparts, each of which shall be deemed an
original, but all of which shall constitute one and the same document, (c) may only be amended by a writing executed by the parties,
(d) shall inure to the benefit of and be binding upon the successors and permitted assigns of the parties, (e) shall be governed by and
construed and enforced in accordance with the internal laws of the State of Georgia, and (f) incorporates by this reference any
Exhibits and Schedules attached hereto.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Landlord and Tenant as of the date first written above.

                        
                        

LANDLORD:
  

COOSA NURSING ADK, LLC,
a Georgia limited liability company
  

  

  

By: /s/ David A. Tenwick
Name: David A. Tenwick
Its: Manager

    

                        

TENANT:
  

C.R. of Coosa Valley, LLC
a _____________________
  

  

  

By: /s/ Michael E. Winget Sr
Name: Michael E. Winget Sr
Its: Manager
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EXHIBIT "A-1" LEGAL DESCRIPTION

LEGAL DESCRIPTION:

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

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

THENCE S 54°19'50" W A DISTANCE OF 511.44' TO A CRIMP TOP PIPE FOUND; THENCE S 35°47'11" E A
DISTANCE OF 511.24' TO AN IRON PIN FOUND; THENCE N 54°20'50" E A DISTANCE OF 235.62' TO AN
IRON PIN FOUND; THENCE S 35°43'58" E A DISTANCE OF 412.44' TO AN IRON PIN FOUND; THENCE N
54°13'55" E A DISTANCE OF 39.89' TO AN IRON PIN FOUND; THENCE N 35°43'19" W A DISTANCE OF
412.58' TO AN IRON PIN FOUND; THENCE N 54°14'57" E A DISTANCE OF 235.7l' TO AN IRON PIN FOUND;
THENCE N 35°46'15" W A DISTANCE OF 510.99' TO AN IRON PIN FOUND WHICH IS THE TRUE POINT OF
BEGINNING.
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EXHIBIT A-2
LANDLORD PERSONAL PROPERTY

"Landlord Personal Property" means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility

is located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies,

architectural drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and

studies that relate to the Facilities; provided, however, that Landlord Personal Property shall not include: (a) any vehicles or computer

software used in connection with the operation of the Facilities, or (b) any equipment leased by Tenant from third parties, which

equipment is not a replacement of what would otherwise be Landlord Personal Property.
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  EXHIBIT "B"   

  CERTAIN DEFINITIONS   
For purposes of this Lease, the following terms and words shall have the specified meanings:
"Affiliate" shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common Control

with the first Person.

"Control" shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management and
policies of that Person, whether through ownership, voting control by contract or otherwise.

"Environmental Activities" shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

"Facility Mortgage" shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or any
portion thereof and securing an indebtedness of Landlord or any Affiliate of Landlord or any ground, building or similar lease or other
title retention agreement to which the Premises or any portion thereof is subject from time to time.

"Facility Mortgagee" shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit party or
lessor under the applicable Facility Mortgage Documents.

"Facility Mortgage Documents" shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable Facility
Mortgage, loan o r credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

"Hazardous Materials" shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous o r toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (t) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or substances that are listed in the
United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended from time to time.

"Hazardous Materials Claims" shall mean any and all enforcement, clean u p , removal o r other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

"Hazardous Materials Laws" shall mean a n y ordinances, regulations, ru les, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste and other environmental
matters.

"Person" shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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  EXHIBIT C-1   

  FAIR MARKET RENTAL   

"Fair Market Rental" means, as of the date of determination, the fair market rental of the Premises at its highest and best use,
operated as a business consistent with the Business to be operated pursuant to the terms of this Lease, that a willing, comparable, non-
equity tenant (excluding sublease and assignment transactions) would pay, and a willing, comparable landlord of a comparable building
located in the area in applicable geographical areas would accept, at arm's length (including what Landlord is accepting in current
similar transactions), for buildings of comparable size and quality as the Premises, taking into account the age, quality and layout of the
existing improvements in the Premises and taking into account items that professional real estate appraisers customarily consider,
including, but not limited to, rental rates, availability of competing facilities, tenant size and any lease concessions, if any, then being
charged or granted by Landlord or the lessors of such similar facilities. The Fair Market Rental shall be in such amount as agreed to by
the parties, or failing such agreement within ten ( 10) days of such date, as established pursuant to the following appraisal process.

Each party shall within ten ( 10) days after written demand by the other select one MAI Appraiser to participate in the determination
of Fair Market Rental. Within ten ( 10) days of such selection, the MAI Appraisers so selected by the parties shall select a third (3rd)
MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Rental of the Premises or applicable portion
thereof within thirty (30) days of the selection of the third appraiser. Tenant shall pay the fees and expenses of any MAI Appraiser
retained pursuant to this Exhibit.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser selected
by the other party shall alone determine the Fair Market Rental of the Premises in accordance with the provisions of this Exhibit and the
Fair Market Rental so determined shall be binding upon the parties. If the MAI Appraisers selected by the parties are unable to agree
upon a third (3rd) MAl Appraiser within the time period set forth in the foregoing paragraph, either party shall have the right to apply at
Tenant's expense to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or applicable
portion thereof are located to name the third (3rd) MAI Appraiser.

Within five (5) days after completion of the third (3rd) MAI Appraiser's appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the Fair Market Rental of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Rental. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be the Fair Market Rental. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be the Fair Market Rental. In any event, the result of the foregoing appraisal process shall be
final and binding.

"MAI Appraiser" shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and holds the Appraisal Institute's MAI designation, or, if such organization no longer exists or certifies
appraisers, such successor organization or such other organization as is approved by Landlord.
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EXHIBIT C-2
[LANDLORD'S WIRE INSTRUCTIONS]

      

 Wiring Instructions for Adcare:
      

  The Private Bank
  120 S. LaSalle St.
  Chicago, IL 60603
  Acct Name: AdCare Health Systems, Inc.
  ABA # 071006486
  Acct # 2273617
      

  Attention:
   Ron Fleming   

   Chief Financial Officer   

   Office 678-869-5116   

   Ron.Fleming@adcarehealth.com
      

   Cheryl Baldwin   

   Treasury Manager   

   Office 678-869-5116 Ext. 108
   Cheryl.Baldwin@adcarehealth.com
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EXHIBIT "D"
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE
Monthly financial reports concerning the Business at the Facility consisting of:

Thirty (30) days after the end of each calendar
month

(1) a balance sheet;
(2) a reasonably detailed income statement showing, among other things, gross

revenues;
(3) total patient days;
(4) occupancy; and
(5) payor mix (All via email to [suggest:

financials@adcarehealth.com])  

Quarterly consolidated or combined financial statements of Tenant and any
Guarantor (via email to )

Thirty-Five (35) days after the end of each of
the first three quarters of the fiscal year of
Tenant and such Guarantor

Annual consolidated or combined financial statements     of Tenant and any
Guarantor audited by a reputable certified public accounting firm (via email to )

Seventy-five (75) days after the fiscal year end
of Tenant and such Guarantor

Regulatory reports with respect to the Facility, as follows:

Five (5) business days after receipt

(1) all federal, state and local licensing and reimbursement certification surveys,
inspection and other reports received by Tenant as to any portion of the
Premises and any portion of the Business, including state department of
health licensing surveys;

(2) Medicare and Medicaid certification surveys; and
(3) life safety code reports.  

Reports of regulatory violations,
by written notice of the following:

Two (2) business days after receipt

(1) any violation of any federal, state or local licensing or reimbursement
certification statute or regulation, including Medicare or Medicaid;

(2) any suspension, termination or restriction placed upon Tenant or any portion
of the Premises, the operation of any portion of the Business or the ability to
admit residents or patients; or

(3) any violation of any other permit, approval or certification in connection
with any portion of the Premises or any portion of the Business, by any
federal, state or local authority, including Medicare or Medicaid.

Cost Reports Fifteen (15) days after filing
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EXHIBIT "E"
FAIR MARKET VALUE

"Fair Market Value" means the fair market value of the Premises and/or Facility or applicable portion thereof on a specified
date as agreed to by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following
appraisal process. Each party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate
in the determination of Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the
Premises and/or Facility or applicable portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI
Appraisers so selected by the parties shall select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each
determine the Fair Market Value of the Premises and/or Facility or applicable portion thereof within thirty (30) days of the selection of
the third appraiser. To the extent consistent with sound appraisal practices as then existing at the time of any such appraisal, and if
requested by Landlord, such appraisal shall be made on a basis consistent with the basis on which the Premises and/or Facility or
applicable portion thereof were appraised at the time of their acquisition by Landlord. Tenant shall pay the fees and expenses of any
MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and expenses of any MAI Appraiser it retains pursuant to
this Exhibit. Each party shall pay half the fees and expenses of the third MAI Appraiser selected by the respective MAI Appraisers
selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises and/or Facility or applicable portion thereof in
accordance with the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI
Appraisers selected by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing
paragraph, either party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in
which the Premises and/or Facility or applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such
application to the presiding judge shall be equally shared by the parties.

Within five (5) days after completion of the third (3rd) MAI Appraiser's appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises and/or Facility or applicable portion
thereof. If a majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and
their total divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or
the high appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall
be disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided
by two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded
as provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process
shall be final and binding.

"MAI Appraiser" shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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    Exhibit 10.416

  LEASE AGREEMENT   

THIS LEASE AGREEMENT (this "Lease") is entered into as of the 22nd day of September, 2014 (the "Execution Date")
by and between ATTALLA NURSING ADK, LLC, a Georgia limited liability company ("Landlord'') and C.R. OF ATTALLA,
LLC, a Georgia limited liability company ("Tenant'), for the improved real property described on Exhibit "A-1" (the "Premises"),
on which Premises is located that certain 182-bed senior living facility located at 915 Stewart Avenue, Attalla, Alabama 35954,
including the "Landlord Personal Property" associated therewith described on Exhibit "A-2" (the Landlord Personal Property
together with the Premises, being collectively the "Facility"). Certain capitalized terms used in this Lease are defined on Exhibit "B".

RECITALS

WHEREAS, Landlord desires to Lease the Premises to Tenant, and Tenant desires to lease the Premises from Landlord on
the terms and conditions hereinafter set forth.

NOW, THEREFORE , in consideration of the mutual promises set forth herein and other good and valuable consideration,
the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Term. The "Term" of this Lease is the Initial Term of five (5) years plus the Renewal Term (if any). A "Lease Year"
is the twelve (12) month period commencing on the Commencement Date (as defined below) and each anniversary thereof during
each year of the Term. The "Initial Term" commences on the day that Tenant receives all licenses and other approvals from the State
of Alabama to operate the Facility (the "Commencement Date") and ends on the last day of the sixtieth (60th) full calendar month
thereafter, and may be extended for one (1) separate renewal term of five (5) years ("Renewal Term" if: (a) at least one hundred
eighty (180) days prior to the end of the Initial Term, Tenant delivers to Landlord a "Renewal Notice" indicating that Tenant desires
to exercise its right to extend this Lease for the Renewal Term; (b) there is no then uncured Event of Default (i) as of the date
Landlord receives the Renewal Notice (the "Exercise Date"), or (ii) on the last day of the Initial Term; and (c) Tenant and any
Affiliate of Tenant that leases any additional facility from Landlord or Landlord's Affiliates concurrently deliver appropriate Renewal
Notice(s) exercising all renewal options for all such facilities. For purposes hereof, "Termination Date" shall mean the last day of the
Initial Term or the Renewal Term (if any) or the earlier date on which this Lease may be terminated as provided herein.

2. Rent.     During the Term, Tenant shall pay in advance to Landlord on or before the 1st day of each month (except
for the first Rent payment, which shall be made on the Commencement Date) the following amounts as Rent (as defined below):

2.1 Initial Term Rent.    During the Initial Term, "Rent" shall be as follows:

Lease Year Rent Per Month

 Year 1 $90,000.00
Year 2 $91,000.00
Year 3 $92,000.00
Year 4 $93,000.00
Year 5 $94,000.00
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2.2    Renewal Term Rent.        To establish a fair market Rent for the Premises during the Renewal Term, the Rent for
the Renewal Term shall be reset and expressed as an annual amount equal to the greater of (a) the Fair Market Rental of the Premises
as established pursuant to Exhibit C-1, o r (b) one hundred two percent (102%) of the Rent due for the immediately preceding
Lease Year. Commencing with the second (2nd) Lease Year of a Renewal Term, the Rent due each Lease Year shall equal the
amount of the Rent payable for the immediately preceding Lease Year as increased by two percent (2%).

2 . 3    Absolute Net Lease.        All Rent payments shall be absolutely net to Landlord, free or any and all Taxes (as
defined below in Section 5), Other Charges (as defined below in Section 5), and operating or other expenses of any kind whatsoever,
all of which shall be paid by Tenant. Tenant shall continue to perform its obligations under this Lease even if Tenant claims it has
been damaged by Landlord. Thus, Tenant shall at all times remain obligated under this Lease without any right of set-off,
counterclaim, abatement, deduction, reduction or defense of any kind. Tenant's sole right to recover damages against Landlord under
this Lease shall be to prove such damages in a separate action.

2 . 4    Payment Terms.    All Rent and other payments to Landlord hereunder shall be paid by wire transfer in
accordance with Landlord's wire transfer instructions attached hereto as Exhibit C-2, or as otherwise directed by Landlord from time
to time.

3.    Security Deposit.    Tenant shall deposit with Landlord and maintain during the Term the cash sum of Ninety Thousand
and 00/100 Dollars ($90,000.00) as a security deposit (the "Security Deposit") which Landlord shall hold as security for the full and
faithful performance by Tenant of every term, provision, obligation and covenant under this Lease and subject to the terms and
conditions of this Lease. The Security Deposit shall be paid to Landlord on the Execution Date. The Security Deposit may be
deposited by Landlord into an interest bearing account, which interest shall accrue for the sole benefit of Landlord and not Tenant.
The Security Deposit shall not be considered an advance payment of Rent (or of any other sum payable by Tenant under this Lease)
or a measure of Landlord's damages in case of a default by Tenant. The Security Deposit shall not be considered a trust fund, and
Tenant expressly acknowledges and agrees that Landlord is not acting as a trustee or in any fiduciary capacity in controlling or using
the Security Deposit. Landlord shall have no obligation to maintain the Security Deposit separate and apart from Landlord's general
and/or other funds. If Tenant defaults in respect of any of the terms, provisions, covenants and conditions of this Lease (or if there is a
default under any agreement or instrument with which this Lease is cross-defaulted), Landlord may, but shall not be required to, in
addition to and not in lieu of any other rights and remedies available to Landlord, apply all or any part of the Security Deposit to the
payment of any sum in default, or any other sum that Landlord may expend or be required to expend by reason of Tenant's default,
including but not limited to, any damages or deficiency in reletting the Premises. Whenever, and as often as, Landlord has applied any
portion of the Security Deposit to cure Tenant's default hereunder or under any agreement with which this Lease is cross-defaulted,
Tenant shall, within ten (10) days after Notice from Landlord, deposit additional money with Landlord sufficient to restore the
Security Deposit to the full amount then required to be deposited with Landlord, and Tenant's failure to do so shall constitute an Event
of Default without any further Notice. If Landlord transfers or assigns its interest under this Lease, Landlord shall assign the Security
Deposit to the new landlord and thereafter Landlord shall have no further liability for the return of the Security Deposit, and Tenant
agrees to look solely to the new landlord for the return of the Security Deposit. Tenant agrees that it will not assign
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or encumber or attempt to assign or encumber the Security Deposit and that Landlord, its successors and assigns may return the
Security Deposit to the last tenant in possession of the Premises at the last address for which Notice has given by such tenant and that
Landlord thereafter shall be relieved of any liability therefor, regardless of one or more assignments of this Lease or any such actual or
attempted assignment or encumbrances of the Security Deposit

4. Late Charges.        The late payment of Rent or other amounts due under this Lease will cause Landlord to lose the
use of such money and incur administrative and other expenses not contemplated under this Lease. While the exact amount of the
foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Landlord, if Rent or any other
amount is not paid within (a) five (5) days after the due date for such payment, then Tenant shall thereafter pay to Landlord on
demand a late charge equal to five percent (5%) of such delinquent amounts, and (b) ten ( 10) days after the due date for such
payment, such unpaid amount shall accrue interest from such date at the rate of ten percent (10%) per annum (the "Agreed Rate").

5. Taxes and Other Charges.        At the commencement and at the expiration of the Term, all Taxes and Other
Charges shall be prorated. Landlord shall promptly forward to Tenant copies of all bills and payment receipts for Taxes or Other
Charges received by it. Tenant shall pay and discharge (including the filing of all required returns), prior to delinquency or imposition
of any fine, penalty, interest or other cost ("Penalty"), (a) "Taxes", consisting of any real property and other taxes and assessments
levied or assessed with respect to the Premises (excluding income taxes and/or gross receipts taxes that may be imposed upon
Landlord), and (b) "Other Charges" , consisting of any utilities and other costs and expenses of the Facility or any portion of the
Premises and all other charges, obligations or deposits assessed against any portion of the Premises during the Term. Tenant shall pay
the foregoing when due and before any Penalty, but may pay the foregoing in permitted installments (whether or not interest accrues
on the unpaid balance). Within ten (10) days of its receipt of Landlord's written notice of payment, Tenant shall pay Landlord an
amount equal to any Taxes or Penalty that Landlord at any time is assessed or otherwise becomes responsible and for which Tenant is
liable under this Lease. However, nothing in this Lease shall obligate Tenant to pay penalties incurred as a result of Landlord's failure
to timely forward bills to Tenant.

5.1    Protests.    Tenant has the right, but not the obligation, in good faith to protest or contest (a "Protest") in whole or
in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined in
Section 7.1), by appropriate proceedings sufficient to (i) prevent the collection or other realization of such Taxes, Other Charges or
Liens, or (ii) prevent the sale, forfeiture or loss of any portion of the Premises, or (iii) prevent the forfeiture of Rent to satisfy such
Taxes, Other Charges or Liens long as it provides Landlord with reasonable security to assure the foregoing). Tenant shall diligently
prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Landlord shall cooperate in any
Protest that involves an amount assessed against it.

5.2    Impound.    If required by the Facility Mortgagee or upon Landlord's written notice to Tenant during the Term,
Landlord may require Tenant to pay with each Rent payment a deposit of one twelfth (l/12th) of the amount required to discharge the
annual amount of real property Taxes by a Lien encumbering any portion of the Premises as and when they become due. The deposits
shall not bear interest nor be held by Landlord in trust or as an agent of Tenant, but rather shall be applied to the payment of the
related obligations. If at any time within thirty (30) days prior to the due date the deposits shall be insufficient
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for the payment of the obligation in full, Tenant shall within ten ( 10) days after demand deposit the deficiency with Landlord. If
deposits are in excess of the actual obligation, the required monthly deposits for the ensuing Lease Year shall be reduced
proportionately and any such excess at the end of the final Lease Year shall be refunded to Tenant within thirty calendar (30) days.
Tenant shall forward to Landlord or its designee all Tax bills, bond and assessment statements as soon as they are received. If
Landlord transfers this Lease, it shall transfer all such deposits to the transferee, and Landlord shall thereafter have no liability of any
kind with respect thereto.

5.3    Tax Treatment; Reporting.        Landlord and Tenant each acknowledges that each shall treat this transaction as
a true lease for state law purposes and shall report this transaction as a lease for Federal income tax purposes. For Federal income tax
purposes each shall report this Lease as a true lease with Landlord as the owner of the Premises and Tenant as the lessee of such
Premises including: (a) treating Landlord as the owner of the property eligible to claim depreciation deductions under Section 167 or
168 of the Internal Revenue Code of 1986 (the "Code") with respect to the Premises, (b) Tenant reporting its Rent payments as rent
expense under Section 162 of the Code, and (c) Landlord reporting the Rent payments as rental income. For the avoidance of doubt,
nothing in this Lease shall be deemed to constitute a guaranty, warranty or representation by either Landlord or Tenant as to the actual
treatment of this transaction for state law purposes and for federal income tax purposes.

6. Insurance.     All insurance provided for in this Lease shall (i) be maintained under valid and enforceable policies
issued by insurers licensed and approved to do business in the state where the Facility is located, (ii) name Landlord as an additional
insured and, for the property insurance policies, as the owner, (iii) be on an ''occurrence" basis, or if claims made, include a provision
whereby tail coverage costs are specified upon policy inception, (iv) cover all of Tenant's operations at the Facility, (v) provide that
the policy may not be canceled except upon not less than thirty (30) days prior written notice to Landlord and (vi) be primary and
provide that any insurance with respect to any portion of the Premises maintained by Landlord is excess and noncontributing with
Tenant's insurance. The property policy(ies) shall also name the Landlord and Facility Mortgagee as loss payee. The parties hereby
waive as to each other all rights of subrogation which any insurance carrier, or either of them, may have by reason of any provision in
any policy issued to them, provided such waiver does not thereby invalidate such policy. Original policies or satisfactory insurer
certificates evidencing the existence of the insurance required by this Lease and showing the interest of Landlord and Facility
Mortgagee shall be provided to Landlord prior to the commencement of the Term or, for a renewal policy, not less than ten (10) days
prior to the expiration date of the insurance policy being renewed. If Landlord is provided with a certificate, it may demand that
Tenant provide a complete copy of the related policy within ten (10) days. Tenant may satisfy the insurance requirements hereunder
through coverage under so-called blanket policy(ies) of insurance carried and maintained by Tenant regarding other operations or
facilities; provided, however, that the coverage afforded Landlord will not be reduced or diminished or otherwise be different from
that which would exist under a separate policies of insurance meeting all other requirements of this Lease by reason of the use of such
blanket policies of insurance. During the Term, Tenant shall maintain the following insurance and any claims thereunder shall be
adjudicated by and at the expense of it or its insurance carrier:
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(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard "all risk" property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief and any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Landlord and Tenant Personal Property associated therewith (including the cost of compliance with changes in zoning
and building codes and other laws and regulations, demolition and debris removal and increased cost of construction). Additionally, if
the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance with an agreed
amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there will be no co-
insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems, boilers, other
pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment installed in the
Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies shall insure
against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than eighteen (18) months, covering perils consistent with the requirements of Section 6(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to the Landlord;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection of not less than $1,000,000.00 per occurrence/$1,000,000.00 per location in the aggregate, naming
Landlord as additional insured;

(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically relating to
patient care and services provided by the Facility staff, its' contractors and all related parties, to include coverage or medical directors
with regard to their administrative duties provided to the facility, with limits of not less than $1m per occurrence/$3m per location in
the aggregate, naming Landlord as additional insured. If such coverage is purchased on a claims made basis, Tenant must show proof
of the ability to purchase tail coverage to last through the statute of limitations, upon the end of the Lease Term;

(d) Worker's Compensation and Employers Liability Insurance with respect to the Facility for losses
sustained by Tenant's employees in the course and scope of their employment, as well as volunteers, and otherwise consistent with all
applicable state law and meeting all other legal requirements;
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(e) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than one (1) year, covering perils consistent with the requirements of Section 4(a), and including either an
agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Tenant, Landlord and any other insured
thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to the Landlord; and

(f) Deductibles/Self-Insured Retentions for the above policies shall not be greater than Fifty Thousand
Dollars ($50,000), and Landlord shall have the right at any time to require a lower amount or set higher policy limits, to the extent
commercially available and reasonable and customary for similar operations and properties to those of the Facility.

6. Use, Regulatory Compliance and Preservation of Business.

6 . 1    Permitted Use; Qualified Care. Tenant shall continuously use and occupy the Facility during the Term as a
skilled nursing facility with not less than 182 beds and for ancillary services relating thereto, but for no other purpose. Tenant shall
provide care, treatment and services to all residents of the Facility in a manner consistent with all applicable laws. Notwithstanding
any common law or statutory right, Tenant agrees not to transfer, move or otherwise take action that reduces licensed bed complement
of the Facility and Tenant agrees not to take any of the licensed beds out of service or move the beds to a different location.

6 . 2    Regulatory Compliance.    Tenant, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Facility and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements, including timely
filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that the Facility
continues to be fully certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when they are
returned to Landlord, all without any suspension, revocation, decertification or other material limitation of such certification. Further,
Tenant shall not commit any act or omission that would in any way violate any certificate of occupancy affecting the Facility, result in
closure of the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if applicable), bed rights or
other similar certificate or license at any of the Facility. All inspection fees, costs and charges associated with a change of such
licensure or certification shall be borne solely by Landlord.

6 . 3    Preservation o f Business.    Tenant acknowledges that a fair return to Landlord on and protection of its
investment in the Premises depends, in part, on Tenant's dedication to the Business and the concentration of similar businesses of
Tenant and its Affiliates in the geographical area of each Facility. Tenant further acknowledges that the diversion of residents or
patient care activities from any Facility to other facilities owned or operated by Tenant or its Affiliates at any time during the Term
will have a material adverse effect on the value and utility of such Facility. Therefore, Tenant agrees that during the Term and for a
period of two (2) years thereafter, neither Tenant nor any of its Affiliates shall, without the prior written consent of Landlord: (i)
operate, own, participate in or otherwise receive revenues from any other business providing services similar to those of the business
of the Facility within a ten (10)-mile
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geographical radius of the Facility, (ii) except as is necessary to provide residents or patients with an alternative level of care,
recommend or solicit the removal or transfer of any resident or patient from any Facility to any other nursing, health care, senior
housing or retirement housing facility or divert actual or potential residents, patients or care activities of the business conducted at the
Facility to any other facilities owned or operated by Tenant or its Affiliates or from which they receive any type of referral fees or
other compensation for transfers, or (iii) employ for other businesses any management or supervisory personnel working on or in
connection with any portion of the business or the Facility; provided, however, that if Tenant or an Affiliate leases additional facilities
from Landlord or Landlord's Affiliates, the parties agree that Tenant may move employees among those Affiliated Facilities.

7. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

7 . 1    Acceptance "AS IS"; No Liens.    Tenant acknowledges that it is presently engaged in operations similar to
those to be conducted at the Facility and has expertise in such industry and, in deciding to enter into this Lease, has not relied on any
representations or warranties, express or implied, of any kind from Landlord. Tenant has investigated the Premises, has selected the
Premises to its own specifications, has concluded that no improvements or modifications to them are required in order to operate the
Facility, and accepts the Facility and the Premises on an "AS IS" basis and assumes all responsibility and cost for the correction of
any observed or unobserved deficiencies or violations. Notwithstanding its right to Protest set forth in Section 5.1, Tenant shall not
cause or permit any lien, levy or attachment to be placed or assessed against any portion of the Premises or the operation thereof (a
"Lien") for any reason, provided that nothing in this Lease shall require Tenant to keep the Premises free of liens that may be filed as
a result of Landlord's action or omissions.

7 . 2    Tenant's Maintenance Obligations.        Tenant shall (a) keep and maintain the Premises and the Facility in
good appearance, repair and condition and maintain proper housekeeping, (b) promptly make all repairs (interior and exterior,
structural and nonstructural, ordinary and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working
order and condition and in substantial compliance with all applicable requirements and laws relating to the business conducted
thereon, including if applicable, certification for participation in Medicare and Medicaid, and (c) keep and maintain all Landlord and
Tenant Personal Property in good condition, ordinary wear and tear excepted, and repair and replace such property consistent with
prudent industry practice as required under this Lease.

7 . 3    Alterations b y Tenant.    Tenant may alter, improve, exchange, replace, modify or expand (collectively,
"Alterations") the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of Fifty Thousand Dollars
($50,000) with respect to the Facility in any rolling twelve (12) month period shall require Landlord's prior written consent, which
shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the Premises and the
property of Landlord subject to this Lease, and the cost of all Alterations or other purchases, whether undertaken as an on-going
licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall be borne solely by Tenant. All Alterations shall be
constructed in a good and workmanlike manner in compliance with all applicable laws and the insurance required under this Lease.
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7 . 4    Hazardous Materials.    Tenant's use of the Premises shall comply with all Hazardous Materials Laws. If any
Environmental Activities occur or are suspected to have occurred in violation of any Hazardous Materials Laws by Tenant during the
Term or if Tenant has received notice of any Hazardous Materials Claim against any portion of the Premises as a result of Tenant's
acts or omissions during the Term, Tenant shall promptly obtain all permits and approvals necessary to remedy any such actual or
suspected problem through the removal of Hazardous Materials or otherwise, and upon Landlord's approval of the remediation plan,
remedy any such problem to the satisfaction of Landlord and all applicable governmental authorities, in accordance with all
Hazardous Materials Laws and good business practices. During the Term, Tenant shall immediately advise Landlord in writing of (a)
any Environmental Activities in violation of any Hazardous Materials Laws; (b) any Hazardous Materials Claims against Tenant or
any portion of the Premises; (c) any remedial action taken by Tenant in response to any Hazardous Materials Claims or any
Hazardous Materials on, under or about any portion of the Premises in violation of any Hazardous Materials Laws; (d) Tenant's
discovery of any occurrence or condition on or in the vicinity of any portion of the Premises that materially increase the risk that any
portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to or from Tenant, any governmental
authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any portion of the
Premises, including copies thereof. Landlord shall have the right, at Tenant's sole cost and expense (including, without limitation,
Landlord's reasonable attorneys' fees and costs) and with counsel chosen by Landlord, to join and participate in, as a party if it so
elects, any legal proceedings or actions initiated in connection with any Hazardous Materials Claims. Landlord represents and
warrants to Tenant that to Landlord's knowledge, there are not pending claims or causes of action arising out or relating to the Facility
or the Premises as of the commencement of the Term.

8. Tenant Property. Tenant shall obtain and install all items of furniture, fixtures, supplies and equipment not included
as Landlord Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with this Lease
("Tenant Personal Property", which collectively with the "Tenant Intangible Property" shall be referred to herein as "Tenant
Property".) As used herein, "Tenant Intangible Property" means all the following at any time owned by Tenant in connection
with its use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof; rents, profits, income or
revenue derived from such operation or use; all documents, chattel paper, instruments, contract rights (including contracts with
residents, employees and third-party payors ), deposit accounts, general intangibles and chooses in action; refunds of any Taxes or
Other Charges for periods of time during the Term; and licenses and permits necessary or desirable for Tenant's use of any portion
of the Premises, including licensed Medicaid beds (if applicable). Except as may be allowed under common law, Landlord shall
have no lien or security interest in or to the Tenant Intangible Property, and any such common law lien or security interest of
Landlord shall be subordinate to the lien and security interest of any third party lender providing to Tenant a working capital line of
credit, whether such working capital line of credit exists as of the Commencement Date or future working capital lines of credit, and
no further instrument of subordination shall be required.
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9. Financial, Management and Regulatory Reports.    Tenant shall provide Landlord with the reports listed in
Exhibit "D" at the time described therein, and such other information about it or the operations of the Facility as Landlord may
reasonably request from time to time, including such information requested in connection with any financing of the Premises sought
by Landlord. All financial information provided by Tenant shall be prepared in accordance with generally accepted accounting
principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked ".xls" spreadsheets created
using Microsoft Excel (2003 or newer editions). If Tenant or any Affiliate becomes subject to any reporting requirements of the
Securities and Exchange Commission ("SEC") during the Term, it shall concurrently deliver to Landlord such reports as are delivered
pursuant to applicable securities laws. Similarly, should Landlord or its parent, AdCare Health Systems, Inc., be subject to any
particular reporting requirements of the SEC during the Term for which it needs reports, documentation or other information from
Tenant, Tenant agrees to deliver such reports, documentation and information within ten (10) days after Landlord's request for the
same.

10. Representations and Warranties.    Each party represents and warrants to the other that: (a) this Lease and all
other documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it
is duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and
qualified to perform this Lease within the state where the Premises is located; and (c) neither this Lease nor any other document
executed or to be executed in connection herewith violates the terms of any other agreement of such party.

11. Events of Default.        So long as there is no Event of Default, Tenant shall peaceably and quietly have, hold and
enjoy the Premises for the Term, free of any claim or other action not caused or created by Tenant or pursuant to Sections 16 or 17.
The occurrence of any of the following events will constitute an "Event of Default" on the part of Tenant, and there shall be no cure
period therefor except as otherwise expressly provided:

(a) Tenant's failure to pay when due any Rent, Taxes, Other Charges or other required payments;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; (ii) the closure of the Facility;
(iii) the sale or transfer of all or any portion of any certificate of need, bed rights or other similar certificate or license relating to the
Facility; (iv) the use of any portion of the Facility other than for a skilled nursing facility and for ancillary services relating thereto; or
(v) any act or omission of Tenant that in the judgment of Landlord will more likely than not result in any of the foregoing;

(c) Any other material suspension, termination or restriction placed upon Tenant, the Facility or the
ability to admit residents or patients (e.g., an admissions ban or non-payment for new admissions by Medicare or Medicaid resulting
from an inspection survey, if applicable);

(d) A material default by Tenant or any Affiliate under any other lease, agreement or obligation between
it and Landlord or any Landlord's Affiliates which is not cured within any applicable cure period specified therein;
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(e) Any misrepresentation by Tenant under this Lease or material misstatement or omission of fact in any
written report, notice or communication from Tenant to Landlord;

(f) The failure to perform or comply with the provisions of Sections 6 or 15;

(g) (i) Tenant shall generally not pay its debts as they become due, or shall admit in writing its inability to pay
its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of creditors; or (ii) a receiver,
trustee or liquidator shall be appointed for either or them or any of their property, if within three (3) business days of such
appointment Tenant does not inform Landlord in writing that they intend to cause such appointment to be discharged or such
discharge is not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by
Tenant of a voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or
other debtor's relief; or (iv) the involuntary filing of such a petition against Tenant by any other party, unless Tenant within three (3)
business days of such filing informs Landlord in writing of its intent to cause such petition to be dismissed, such dismissal IS
diligently prosecuted and such petition is dismissed within ninety (90) days after filing; or

(h) The failure to perform or comply with any other provision of this Lease not requiring the payment of
money unless (i) within three (3) business days of Tenant's receipt of a notice of default from Landlord, Tenant gives Landlord
notice of its intent to cure such default; and (ii) Tenant cures it either (x) within thirty (30) days after such notice from Landlord or (y)
if such default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Tenant and
cure after such period will not have a materially adverse effect upon the Facility, then such default shall not constitute an Event of
Default if Tenant uses its best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within sixty (60) days after such notice from Landlord.

12. Remedies.    Upon the occurrence of an Event of Default, Landlord may exercise all rights and remedies under this
Lease and the laws of the state where the Premises is located that are available to a Landlord of real and personal property in the
event of a default by its Tenant, and as to the Tenant Property, all remedies granted under the laws of such state(s) to a secured party
under its Uniform Commercial Code. Landlord shall have no duty to mitigate damages unless required by applicable law and shall
not be responsible or liable for any failure to relet the Premises or to collect any rent due upon any such reletting. Tenant shall pay
Landlord, immediately upon demand, all expenses incurred by it in obtaining possession and reletting any of the Premises, including
fees, commissions and costs of attorneys, architects, agents and brokers.

12.1    General.    Without limiting the foregoing, Landlord shall have the right (but not the obligation) to do any of the
following upon an Event of Default: (a) sue for the specific performance of any covenant of Tenant as to which it is in breach; (b)
enter upon any portion of the Premises, terminate this Lease, dispossess Tenant from the Premises through appropriate legal
procedures and/or collect money damages by reason of Tenant's breach, including the acceleration of all Rent which would have
accrued after such termination and all obligations and liabilities of Tenant under this Lease which survive the
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termination of the Term; (c) elect to leave this Lease in place and sue for Rent and other money damages as the same come due; and
(d) (before or after repossession of the Premises pursuant to clause (b) above and whether or not this Lease has been terminated) relet
any portion of the Premises to such tenant(s), for such term(s) (which may be greater or less than the remaining balance of the Term),
rent, conditions (which may include concessions or free rent) and uses as it may determine in its sole discretion and collect and receive
any rents payable by reason of such reletting.

12.2    Remedies Cumulative; No Waiver.      No right or remedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Landlord to insist at any time upon the strict performance of any
provision of this Lease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver, modification
or relinquishment thereof as to any similar or different breach (future or otherwise) by Tenant. Landlord's receipt of and Tenant's
payment of any rent or other sum due hereunder (including any late charge) with knowledge of any breach shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision of this Lease shall be effective unless expressed in a writing
signed by it.

12.3    Performance of Tenant's Obligations.     If Tenant at any time shall fail to make any payment or perform any
act on its part required to be made or performed under this Lease, then Landlord may, without waiving or releasing Tenant from any
obligations or default hereunder, make such payment or perform such act for the account and at the expense of Tenant after delivering
Tenant thirty (30) days' notice with an opportunity to cure, and enter upon any portion of the Premises for the purpose of taking all
such action as may be reasonably necessary. No such entry shall be deemed an eviction of Tenant. All sums so paid by Landlord and
all necessary and incidental costs and expenses (including reasonable attorneys' fees and expenses) incurred in connection with the
performance of any such act by it, together with interest at the Agreed Rate (as defined in Section 3 hereof) from the date of the
making of such payment or the incurring of such costs and expenses, shall be payable by Tenant to Landlord upon Landlord's written
demand therefor.

13. Provisions on Termination.

13.1    Surrender of Possession.    On the expiration of the Term or earlier termination or cancellation of this Lease
(the "Termination Date"), Tenant shall deliver to Landlord or its designee possession of (a) the Facility and associated Landlord
Personal Property in a neat and clean condition and in as good a condition as existed at the date of Tenant's possession and
occupancy pursuant to this Lease, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Tenant's sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Premises to Landlord or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Facility and the Premises. Accordingly, Tenant shall not at any time during or after the Term seek to transfer, surrender, allow to
lapse, or grant any security interest or any other interest in and to the licenses, permits or certifications relating to the Facility or the
Premises, nor shall Tenant commit or omit any act that would jeopardize the Facility or any licensure or certification of the Facility.
Tenant shall cooperate fully with Landlord or its
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designee in transferring or obtaining all necessary licenses and certifications for Landlord or its designee, and Tenant shall comply
with all requests for an orderly transfer of the Facility licenses, and Medicare and Medicaid certifications and possession at the time of
its surrender of the Premises to Landlord or its designee to operate the Facility. Subject to all applicable laws, Tenant hereby assigns,
effective upon the Termination Date, all rights to operate the Facility to Landlord or its designee, including all required licenses and
permits and all rights to apply for or otherwise obtain them, and all other nonproprietary Tenant Intangible Property relating to any
portion of the Premises.

13.2    Removal of Tenant Personal Property.        Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Tenant may upon at least five (5) business days prior notice to Landlord remove from the Premises in a
workmanlike manner all Tenant Personal Property, leaving the Premises in good and presentable condition and appearance, including
repair of any damage caused by such removal; provided that Landlord shall have the right and option to purchase the Tenant Personal
Property for its then net book value during such five (5) business day notice period, in which case Tenant shall so convey the Tenant
Personal Property to Landlord by executing a bill of sale in a form reasonably required by Landlord. If there is any Event of Default
then existing, Tenant may not remove any Tenant Personal Property from the Premises and instead will, on demand from Landlord,
convey it to Landlord for no additional consideration by executing a bill of sale in a form reasonably required by Landlord. Title to
any Tenant Personal Property which is not removed by Tenant as permitted above upon the expiration of the Term shall, at Landlord's
election, vest in Landlord; provided, however, that Landlord may remove and store or dispose any or all of such Tenant Personal
Property which is not so removed by Tenant without obligation or accounting to Tenant.

13.3    Management of Premises.        Commencing on the Termination Date, Landlord or its designee, upon written
notice to Tenant, may elect to assume the responsibilities and obligations for the management and operation of the Facility and Tenant
agrees to cooperate fully to accomplish the transfer of such management and operation without interrupting the operation of the
Facility. Tenant agrees that Landlord or its designee may operate the Facility under Tenant's licenses and certifications pending the
issuance of new licenses and certifications to Landlord or its designee. Tenant shall not commit any act or be remiss in the
undertaking of any act that would jeopardize any licensure or certification of the Facility, and Tenant shall comply with all requests
for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid certifications and possession of the Premises
at the time of any such surrender.

13.4    Holding Over.    If Tenant shall for any reason remain in possession of the Premises after the Termination Date,
such possession shall be a mo.nth-to-month tenancy during which time Tenant shall pay as rental on the first (1st) business day of
each month one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Lease Year, all additional
charges accruing during the month and all other sums, if any, payable by Tenant pursuant to this Lease. Nothing contained herein
shall constitute the consent, express or implied, of Landlord to the holding over of Tenant after the Termination Date, nor shall
anything contained herein be deemed to limit Landlord's remedies.

13.5    Survival.    All representations, warranties, covenants and other obligations of Tenant under this Lease shall
survive the Termination Date.
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14. Certain Landlord Rights.

14.1    Entry and Examination of Records.    Landlord and its representatives may enter any portion of the Premises
at any reasonable time after reasonable notice to Tenant to inspect the Premises for compliance, to exhibit the Premises for sale, Lease
or mortgaging, or for any other reason; provided that no such notice shall be required in the event of an emergency, upon an Event of
Default or to post notices of non-responsibility under any mechanic's or materialman's lien law. No such entry shall unreasonably
interfere with residents, patients, patient care or the Tenant's operations of the Facility. During normal business hours, Tenant will
permit Landlord and its representatives, inspectors and consultants to examine all contracts, books and financial and other records
(wherever kept) relating to Tenant's operations of the Facility.

14.2    Grant Liens.    This Lease shall be subordinate to the right, title, and interest of any lender or other party
holding a security interest in or a lien upon the Premises under any and all mortgage instruments or deeds to secure debt presently
encumbering the Premises or the Building and to any and all other deeds to secure debt or mortgage instruments hereafter
encumbering the Premises or the Building. Tenant shall at any time hereafter, on demand of Landlord or the holder of any such deed
to secure debt or mortgage instrument, execute any instruments which may reasonably be required by such party for the purpose of
evidencing the subordination of this Lease to the lien or security of such party. Tenant shall, upon demand, at any time or times,
execute, acknowledge, and deliver to Landlord or the holder of any such instruments or deeds to secure debt, without expense, any
and all documents that may be necessary to make this Lease superior to the lien of any of the same. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Landlord under this Lease, Tenant shall, at the option of
such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize such successor as Tenant's landlord under
this Lease. Tenant shall promptly execute, acknowledge, and deliver any instrument that may be necessary to evidence such
attornment.

14.3    Estoppel Certificates. Tenant shall, at any time upon not less than five (5) business days prior written request
by Landlord, have an authorized    representative execute, acknowledge and deliver to Landlord or its designee a written statement
certifying (a) that this Lease, together with any specified modifications, is in full force and effect, (b) the dates to which Rent and
additional charges have been paid, (c) that no default by either party exists or specifying any such default, and (d) as to such other
matters as Landlord may reasonably request.

14.4    Conveyance Release. If Landlord or any successor owner shall transfer any portion of the Premises in
accordance with this Lease, they shall thereupon be released from all future liabilities and obligations hereunder arising or accruing
from and after the date of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

15. Assignment and Subletting. Except as otherwise expressly permitted in this lease, without Landlord's prior written
consent, in its sole and absolute discretion, Tenant shall not assign this Lease, or Lease all or any part of the Premises, or permit the
use of the Premises by any party other than Tenant. This prohibition includes an assignment or subletting to or by a receiver or trustee
i n any federal o r state bankruptcy, insolvency, o r other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Tenant or a merger or other combination by Tenant or a sale of all or substantially all of Tenant's
assets lieu thereof shall be deemed an assignment or other transfer of this Lease.
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16. Damage by Fire or Other Casualty. Tenant shall promptly notify Landlord of any damage or destruction of any
portion of the Premises and diligently repair or reconstruct such portion of the Premises to a like or better condition than existed prior
to such damage or destruction. Any net insurance proceeds payable with respect to the casualty shall be paid directly to Landlord and,
if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable portion of the
Premises pursuant to Landlord's disbursement requirements and subject to the provisions of the Facility Mortgage Documents and the
release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient, Tenant shall provide the required
additional funds if they are more than sufficient, the surplus shall belong and be paid to Tenant. Tenant shall not have any right under
this Lease, and hereby waives all rights under applicable law, to abate, reduce or offset rent by reason of any damage or destruction of
any portion of the Premises by reason of an insured or uninsured casualty.

17. Condemnation. Except as provided to the contrary in this Section 18, this Lease shall not terminate and shall remain
in full force and effect in the event of a taking or condemnation of the Premises, or any portion thereof, and Tenant hereby waives all
rights under applicable law to abate, reduce or offset rent by reason of such taking. If during the Term all or substantially all (a
"Complete Taking") or a smaller portion (a "Partial Taking") of the Premises is taken or condemned by any competent public or
quasi-public authority, then (a) in the case of a Complete Taking, Tenant may at its election made within thirty (30) days of the
effective date of such Taking, terminate this Lease and the current Rent shall be equitably abated as of the effective date of such
termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair
Market Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a
Partial Taking shall be as established pursuant to Exhibit "E". Landlord alone shall be entitled to receive and retain any award for a
taking or condemnation other than a temporary taking; provided, however, Tenant shall be entitled to submit its own claim in the
event of any such taking or condemnation with respect to the value of Tenant's leasehold interest in any portion of the Premises
and/or the relocation costs incurred by Tenant as a result thereof. In the event of a temporary taking of less than all or substantially all
of the Premises, Tenant shall be entitled to receive and retain any and all awards for the temporary taking and the Rent due under this
Lease shall be not be abated during the period of such temporary taking.

18. Indemnification.    Tenant agrees to protect, indemnify, defend and save harmless Landlord, its members,
managers, Affiliates, directors, officers, shareholders, agents and employees from and against any and all foreseeable or unforeseeable
liability, expense, loss, cost, deficiency, fine, penalty or damage (including consequential or punitive damages) of any kind or nature,
including reasonable attorneys' fees, from any suits, claims or demands, on account of any matter or thing, action or failure to act
arising out of or in connection with this Lease, the Premises or the operations of Tenant on any portion of the Premises, including,
without limitation, (a) the breach by Tenant or any of its representations, warranties, covenants or other obligations hereunder, (b) any
Protest, (c) all known and unknown Environmental Activities on any portion of the Premises, Hazardous Materials Claims or
violations by Tenant of a Hazardous Materials Law with respect to any portion of the Premises, and (d) upon or following the
Termination Date, the correction of all deficiencies of a physical matter identified by, and any liability assessed or asserted by, any
governmental agency or Medicare or Medicaid providers as a result of or arising out of or in connection with this Lease or the related
change in ownership inspection and audit (including any overpayment to any Medicare, Medicaid or other third party payor). Upon
receiving
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knowledge of any suit, claim or demand asserted by a third party that Landlord believes is covered by this indemnity, it shall give
Tenant notice of this matter. If Landlord does not elect to defend the matter with its own counsel at Tenant's expense, Tenant shall
then defend Landlord at Tenant's expense (including Landlord's reasonable attorneys' fees and costs) with legal counsel satisfactory to
Landlord.

19. Disputes. If any party brings any action to interpret or enforce this Lease, or for damages for any alleged breach, the
prevailing party shall be entitled to reasonable attorneys' fees and costs as awarded by the court in addition to all other recovery,
damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY
MATTER WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS LEASE,
INCLUDING RELATIONSHIP OF THE PARTIES, TENANT'S USE AND OCCUPANCY OF ANY PORTION
OF THE PREMISES, OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE FOREGOING OR
THE ENFORCEMENT OF ANY REMEDY.

20. Notices. All notices and demands, certificates, requests, consents, approvals and other similar instruments under this
Lease shall be in writing and sent by personal delivery, U.S. certified or registered mail (return receipt requested, postage prepaid) or
FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

 If to Tenant:   If to Landlord:  
      

    c/o AdCare Health Systems, Inc.
    Two Buckhead Plaza
    3050 Peachtree Road NW, Suite 355
 Attention:   Atlanta, Georgia 30305
    Attention: Chief Executive Officer

A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier's proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of
a party shall be deemed delivery to such party. Notice to any one co-Tenant shall be deemed notice to all co-Tenants.

21. Compliance with Facility Mortgage Documents.

(a) Tenant acknowledges that any Facility Mortgage Documents executed by Landlord or any Affiliate
of Landlord may impose certain obligations on the "borrower" or other counterparty thereunder to comply with or cause the operator
and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such Facility and
the operator and/or lessee of such Facility, including, covenants relating to (i) the maintenance and repair of such Facility; (ii)
maintenance and submission of financial records and accounts of the operation of such Facility and related financial and other
information regarding the operator and/or lessee of such Facility and such Facility itself; (iii) the procurement of insurance policies
with respect to such Facility; (iv) minimum
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occupancy, fixed coverage ratio o r other Facility-related financial and/or performance requirements, and (v) without limiting the
foregoing, compliance with all applicable legal requirements relating to such Facility and the operation of the business thereof. For so
long as any Facility Mortgages encumber the Premises or any portion thereof or interest therein, Tenant covenants and agrees, at its
sole cost and expense and for the express benefit of Landlord, to operate the applicable Facility in strict compliance with the terms
and conditions of the Facility Mortgage Documents (other than payment of any indebtedness evidenced or secured thereby) and to
timely perform all of the obligations of Landlord relating thereto, or to the extent that any of such duties and obligations may not
properly be performed by Tenant, Tenant shall cooperate with and assist Landlord in the performance thereof (other than payment of
any indebtedness evidenced or secured thereby); provided, however, this Section shall not be deemed to impose on Tenant
obligations materially more burdensome than Tenant's obligations otherwise under this Lease. If any new Facility Mortgage
Documents to be executed by Landlord or any Affiliate of Landlord would impose on Tenant any obligations under this Section,
Landlord shall provide copies of the same to Tenant for informational purposes (but not for Tenant's approval) prior to the execution
and delivery thereof by Landlord or any Affiliate of Landlord.

(b) Without limiting Tenant's obligations pursuant to this Section, during the Term, Tenant
acknowledges and agrees that, except as expressly provided elsewhere in this Lease, it shall undertake at its own cost and expense the
performance of any and all repairs, replacements, capital improvements, maintenance items and all other requirements relating to the
condition of a Facility that are required by any Facility Mortgage Documents, and Tenant shall be solely responsible and hereby
covenants to fund and maintain any and all impound, escrow or other reserve or similar accounts required under any Facility
Mortgage Documents as security for or otherwise relating to any operating expenses of a Facility, including any capital repair or
replacement reserves and/or impounds or escrow accounts for Taxes or insurance premiums (each a "Facility Mortgage Reserve
Account"); provided, however, this Section shall not (i) increase Tenant's monetary obligations under this Lease, (ii) materially and
adversely increase Tenant's non-monetary obligations under this Lease, or (iii) materially diminish Tenant's rights under this Lease.
During the Term of this Lease and provided that no Event of Default shall have occurred and be continuing hereunder, Tenant shall,
subject to the terms and conditions of such Facility Mortgage Reserve Account and the requirements of the Facility Mortgagee(s)
thereunder, have access to and the right to apply or use (including for reimbursement) to the same extent of Landlord all monies held
in each such Facility Mortgage Reserve Account for the purposes and subject to the limitations for which such Facility Mortgage
Reserve Account is maintained, and Landlord agrees to reasonably cooperate with Tenant in connection therewith.

21. Cooperation.        Tenant agrees that should Landlord and Landlord's Affiliates desire to consolidate all of their
leases with Tenant and Tenant's Affiliates into one master Lease, Tenant shall cooperate with Landlord and Landlord's Affiliates in so
documenting such consolidation.

22. Miscellaneous.    This Lease has been freely and fairly negotiated, and all provisions shall be interpreted according
to their fair meaning and shall not be strictly construed against any party. While nothing contained in this Lease should be deemed or
construed to constitute an extension of credit by Landlord to Tenant, if a portion of any payment made to Landlord is deemed to
violate any applicable
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laws regarding usury, such portion shall be held by Landlord to pay the future obligations of Tenant as such obligations arise and if
Tenant discharges and performs all obligations hereunder, such funds will be reimbursed (without interest) to Tenant on the
Termination Date. If any part of this Lease shall be determined to be invalid or unenforceable, the remainder shall nevertheless
continue in full force and effect. Time is of the essence, and whenever action must be taken (including the giving of notice or the
delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday or
federal holiday, then such period or date shall be extended until the immediately following business day. Whenever the words
"including", "include" or "includes" are used in this Lease, they shall be interpreted in a non-exclusive manner as though the words
"without limitation" immediately followed. Whenever the words day or days are used in this Lease, they shall mean "calendar day"
or "calendar days" unless expressly provided to the contrary. The titles and headings in this Lease are for convenience of reference
only and shall not in any way affect the meaning or construction of any provision. Unless otherwise expressly provided, references to
any "Section" mean a section of this Lease (including all subsections), to any "Exhibit" or "Schedule" mean an exhibit or schedule
attached hereto or to "Medicare" or "Medicaid'"include any successor program. If more than one Person is Tenant hereunder, their
liability and obligations hereunder shall be joint and several. Promptly upon the request of either party and at its expense, the parties
shall prepare, enter into and record a suitable short form memorandum of this Lease. This Lease (a) contains the entire agreement of
the parties as to the subject matter hereof and supersedes all prior or contemporaneous verbal or written agreements or
understandings, (b) may be executed in several counterparts, each of which shall be deemed an original, but all of which shall
constitute one and the same document, (c) may only be amended by a writing executed by the parties, (d) shall inure to the benefit of
and be binding upon the successors and permitted assigns of the parties, (e) shall be governed by and construed and enforced in
accordance with the internal laws of the State of Georgia, and (f) incorporates by this reference any Exhibits and Schedules attached
hereto.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, this Lease has been executed by Landlord and Tenant as of the date first written above.

                        
                        

LANDLORD:
  

ATTALLA NURSING ADK, LLC,
a Georgia limited liability company
  

  

  

By: /s/ David A. Tenwick
Name: David A. Tenwick
Its: Manager

    

                        

TENANT:
  

C.R. of Attalla, LLC
a _____________________
  

  

  

By: /s/ Michael E. Winget Sr
Name: Michael E. Winget Sr
Its: Manager
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EXHIBIT "A-1" LEGAL DESCRIPTION

LEGAL DESCRIPTION:

ALL THAT TRACT OR PARCEL OF LAND LYING IN AND BEING A PORTION OF THE SOUTHEAST
QUARTER OF THE SOUTHWEST QUARTER, SECTION FIFTEEN (15), TOWNSHIP TWELVE (l2) SOUTH,
RANGE FIVE (5) EAST OF THE HUNTSVILLE MERIDIAN, CITY OF ATTALLA OF ETOWAH COUNTY,
ALABAMA AND BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT THE SOUTHWEST CORNER OF SOUTHEAST QUARTER OF THE SOUTHWEST
QUARTER RUNNING THENCE N 08°34'09" E A DISTANCE OF 213.62' TO A CRIMP TOP PIPE FOUND,
WHICH IS THE TRUE POINT OF BEGINNING.

THENCE N 00°29'45" E A DISTANCE OF 900.78' TO AN IRON PIN SET; THENCE S 88°01'00" E A DISTANCE
OF 147.15' TO A CRJMP TOP PIPE FOUND; HENCE S 01°54'33" W A DISTANCE OF 899.97' TO AN IRON PIN
SET; THENCE N 88°05'06" W A DISTANCE OF 424.93' TO A CRIMP TOP PIPE FOUND, WHICH IS THE TRUE
POINT OF BEGINNING.

SAID TRACT OR PARCEL OF LAND CONTAINS 9.011 ACRES AND JS DEPICTED ON AN ALTA/ACSM
PLAT OF SURVEY PREPARED BY LANDPRO SURVEYING AND MAPPING, INC, DATED JULY 27,2010.
AND IS THE SAME AS SHOWN ON A SUBDIVISION PLAT FOR SOUTH MONT ADDITION TO THE CITY OF
ATTALLA RECORDED IN PLAT BOOK E PAGES 230-233 AND BEING LOTS 9-44 AND 62-97 OF BLOCK H.
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EXHIBIT A-2
LANDLORD PERSONAL PROPERTY

"Landlord Personal Property" means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Tenant or required by the state in which the Facility

is located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies,

architectural drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and

studies that relate to the Facilities; provided, however, that Landlord Personal Property shall not include: (a) any vehicles or computer

software used in connection with the operation of the Facilities, or (b) any equipment leased by Tenant from third parties, which

equipment is not a replacement of what would otherwise be Landlord Personal Property.
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  EXHIBIT "B"   

  CERTAIN DEFINITIONS   
For purposes of this Lease, the following terms and words shall have the specified meanings:
"Affiliate" shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common Control

with the first Person.

"Control" shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management and
policies of that Person, whether through ownership, voting control by contract or otherwise.

"Environmental Activities" shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
release or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or under
any portion of the Premises.

"Facility Mortgage" shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or any
portion thereof and securing an indebtedness of Landlord or any Affiliate of Landlord or any ground, building or similar lease or other
title retention agreement to which the Premises or any portion thereof is subject from time to time.

"Facility Mortgagee" shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit party or
lessor under the applicable Facility Mortgage Documents.

"Facility Mortgage Documents" shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable Facility
Mortgage, loan o r credit agreement, lease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, lease or other financing vehicle
pursuant thereto.

"Hazardous Materials" shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous o r toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (t) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or substances that are listed in the
United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended from time to time.

"Hazardous Materials Claims" shall mean any and all enforcement, clean u p , removal o r other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Landlord or Tenant relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

"Hazardous Materials Laws" shall mean a n y ordinances, regulations, ru les, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste and other environmental
matters.

"Person" shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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  EXHIBIT C-1   

  FAIR MARKET RENTAL   

"Fair Market Rental" means, as of the date of determination, the fair market rental of the Premises at its highest and best use,
operated as a business consistent with the Business to be operated pursuant to the terms of this Lease, that a willing, comparable, non-
equity tenant (excluding sublease and assignment transactions) would pay, and a willing, comparable landlord of a comparable building
located in the area in applicable geographical areas would accept, at arm's length (including what Landlord is accepting in current
similar transactions), for buildings of comparable size and quality as the Premises, taking into account the age, quality and layout of the
existing improvements in the Premises and taking into account items that professional real estate appraisers customarily consider,
including, but not limited to, rental rates, availability of competing facilities, tenant size and any lease concessions, if any, then being
charged or granted by Landlord or the lessors of such similar facilities. The Fair Market Rental shall be in such amount as agreed to by
the parties, or failing such agreement within ten ( 10) days of such date, as established pursuant to the following appraisal process.

Each party shall within ten ( 10) days after written demand by the other select one MAI Appraiser to participate in the determination
of Fair Market Rental. Within ten ( 10) days of such selection, the MAI Appraisers so selected by the parties shall select a third (3rd)
MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Rental of the Premises or applicable portion
thereof within thirty (30) days of the selection of the third appraiser. Tenant shall pay the fees and expenses of any MAI Appraiser
retained pursuant to this Exhibit.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser selected
by the other party shall alone determine the Fair Market Rental of the Premises in accordance with the provisions of this Exhibit and the
Fair Market Rental so determined shall be binding upon the parties. If the MAI Appraisers selected by the parties are unable to agree
upon a third (3rd) MAl Appraiser within the time period set forth in the foregoing paragraph, either party shall have the right to apply at
Tenant's expense to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or applicable
portion thereof are located to name the third (31d) MAI Appraiser.

Within five (5) days after completion of the third (3rd) MAI Appraiser's appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the Fair Market Rental of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Rental. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be the Fair Market Rental. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be the Fair Market Rental. In any event, the result of the foregoing appraisal process shall be
final and binding.

"MAI Appraiser" shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and holds the Appraisal Institute's MAI designation, or, if such organization no longer exists or certifies
appraisers, such successor organization or such other organization as is approved by Landlord.
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EXHIBIT C-2
[LANDLORD'S WIRE INSTRUCTIONS]

      

 Wiring Instructions for Adcare:
      

  The Private Bank
  120 S. LaSalle St.
  Chicago, IL 60603
  Acct Name: AdCare Health Systems, Inc.
  ABA # 071006486
  Acct # 2273617
      

  Attention:
   Ron Fleming   

   Chief Financial Officer   

   Office 678-869-5116   

   Ron.Fleming@adcarehealth.com
      

   Cheryl Baldwin   

   Treasury Manager   

   Office 678-869-5116 Ext. 108
   Cheryl.Baldwin@adcarehealth.com
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EXHIBIT "D"
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE
Monthly financial reports concerning the Business at the Facility consisting
of:

Thirty (30) days after the end of each
calendar month

(1) a balance sheet;
(2) a reasonably detailed income statement showing, among other things,

gross revenues;
(3) total patient days;
(4) occupancy; and
(5) payor mix (All via email to [suggest:

financials@adcarehealth.com])  

Quarterly consolidated or combined financial statements of Tenant and any
Guarantor (via email to )

Thirty-Five (35) days after the end of each
of the first three quarters of the fiscal year of
Tenant and such Guarantor

Annual consolidated or combined financial statements     of Tenant and any
Guarantor audited by a reputable certified public accounting firm (via email to )

Seventy-five (75) days after the fiscal year
end of Tenant and such Guarantor

Regulatory reports with respect to the Facility, as follows:

Five (5) business days after receipt

(1) all federal, state and local licensing and reimbursement certification
surveys, inspection and other reports received by Tenant as to any
portion of the Premises and any portion of the Business, including state
department of health licensing surveys;

(2) Medicare and Medicaid certification surveys; and
(3) life safety code reports.  

Reports of regulatory violations,
by written notice of the following:

Two (2) business days after receipt

(1) any violation of any federal, state or local licensing or reimbursement
certification statute or regulation, including Medicare or Medicaid;

(2) any suspension, termination or restriction placed upon Tenant or any
portion of the Premises, the operation of any portion of the Business or
the ability to admit residents or patients; or

(3) any violation of any other permit, approval or certification in connection
with any portion of the Premises or any portion of the Business, by any
federal, state or local authority, including Medicare or Medicaid.

Cost Reports Fifteen (15) days after filing
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EXHIBIT "E"
FAIR MARKET VALUE

"Fair Market Value" means the fair market value of the Premises and/or Facility or applicable portion thereof on a specified
date as agreed to by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following
appraisal process. Each party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate
in the determination of Fair Market Value. For all purposes under this Lease, the Fair Market Value shall be the fair market value of the
Premises and/or Facility or applicable portion thereof unencumbered by this Lease. Within ten (10) days of such selection, the MAI
Appraisers so selected by the parties shall select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each
determine the Fair Market Value of the Premises and/or Facility or applicable portion thereof within thirty (30) days of the selection of
the third appraiser. To the extent consistent with sound appraisal practices as then existing at the time of any such appraisal, and if
requested by Landlord, such appraisal shall be made on a basis consistent with the basis on which the Premises and/or Facility or
applicable portion thereof were appraised at the time of their acquisition by Landlord. Tenant shall pay the fees and expenses of any
MAI Appraiser it retains pursuant to this Exhibit. Landlord shall pay the fees and expenses of any MAI Appraiser it retains pursuant to
this Exhibit. Each party shall pay half the fees and expenses of the third MAI Appraiser selected by the respective MAI Appraisers
selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises and/or Facility or applicable portion thereof in
accordance with the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI
Appraisers selected by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing
paragraph, either party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in
which the Premises and/or Facility or applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such
application to the presiding judge shall be equally shared by the parties.

Within five (5) days after completion of the third (3rd) MAI Appraiser's appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises and/or Facility or applicable portion
thereof. If a majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and
their total divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or
the high appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall
be disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided
by two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded
as provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process
shall be final and binding.

"MAI Appraiser" shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Landlord.
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    Exhibit 10.417

  SUBLEASE AGREEMENT   

THIS SUBLEASE AGREEMENT  (this "Sublease") is entered into as of the 18th day of February, 2015 (the "Execution
Date" ) by and between CP NURSING, LLC , a Georgia limited liability company ("Sublessor'') and C.R. OF COLLEGE
PARK, LLC , a Georgia limited liability company ("Sublessee"), for the improved real property described on Exhibit "A-1" (the
"Premises"), on which Premises is located that certain 100-bed skilled nursing facility located at 1765 Temple Avenue, College Park,
Georgia 30337, including the "Sublessor Personal Property" associated therewith described on Exhibit "A-2" (the Sublessor
Personal Property together with the Premises, being collectively the "Facility"). Certain capitalized terms used in this Sublease are
defined on Exhibit "B".

RECITALS

WHEREAS, Sublessor is the tenant under that certain Facility Lease Agreement dated as of June 1, 2011 herewith (the
"Lease Agreement") pursuant to which Sublessor leases the Premises from CP Property Holdings, LLC, a Georgia limited liability
company (the "Landlord"); and

WHEREAS, this Sublease is subject and subordinate to the Lease Agreement. Sublessor shall remain responsible for all
obligations under the Lease Agreement not agreed to be performed by Sublessee under this Sublease. Sublessor shall exercise due
diligence in attempting to cause the Landlord to perform its obligations under the Lease Agreement for the benefit of the Sublessee.

NOW, THEREFORE , in consideration of the mutual promises set forth herein and other good and valuable consideration,
the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Term. The "Term" of this Sublease is the Initial Term of five (5) years plus the Renewal Term (if any). A "Sublease
Year" is the twelve (12) month period commencing on the Commencement Date (as defined below) and each anniversary thereof
during each year of the Term. The "Initial Term" commences on April 1, 2015 (the "Commencement Date") and ends on the last
day of the sixtieth (60th) full calendar month thereafter, and may be extended for one (1) separate renewal term of five (5) years (the
"Renewal Term") if: (a) at least one hundred eighty (180) days prior to the end of the Initial Term, Sublessee delivers to Sublessor the
"Renewal Notice" indicating that Sublessee desires to exercise its right to extend this Sublease for the Renewal Term and (b) there is
no then uncured Event of Default (i) as of the date Sublessor receives the Renewal Notice (the "Exercise Date"), or (ii) on the last
day of the Initial Term and (c) Tenant and any Affiliate of Tenant that leases any additional facility from Landlord or Landlord's
Affiliates concurrently deliver appropriate Renewal Notice(s) exercising all renewal options for all such facilities. For purposes hereof,
"Termination Date" shall mean the last day of the Initial Term or the Renewal Term (if any) or the earlier date on which this Sublease
may be terminated as provided herein.
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2. Rent.     During the Term, Sublessee shall pay in advance to Sublessor on or before the 1st day of each month the
following amounts as Rent (as defined below):

2.1 Initial Term Rent.    During the Initial Term, "Rent" shall be as follows:

Sublease Year Rent Per Month

 Year 1 $50,000.00
Year 2 $51,000.00
Year 3 $52,000.00
Year 4 $53,000.00
Year 5 $54,000.00

2.2    Renewal Term Rent.        To establish a fair market Rent for the Premises during the Renewal Term, the Rent for
the Renewal Term shall be reset and expressed as an annual amount equal to the greater of (a) the Fair Market Rental of the Premises
as established pursuant to Exhibit C-1, o r (b) one hundred two percent (102%) of the Rent due for the immediately preceding
Sublease Year. Commencing with the second (2nd) Sublease Year of a Renewal Term, the Rent due each Sublease Year shall equal
the amount of the Rent payable for the immediately preceding Sublease Year as increased by two percent (2%).

2.3    Absolute Net Sublease.        All Rent payments shall be absolutely net to Sublessor, free or any and all Taxes (as
defined below in Section 5), Other Charges (as defined below in Section 5), and operating or other expenses of any kind whatsoever,
all of which shall be paid by Sublessee. Sublessee shall at all times during the Term remain obligated under this Sublease without any
right of set-off, counterclaim, abatement, deduction, reduction or defense of any kind. Sublessee's sole right to recover damages
against Sublessor under this Sublease shall be to prove such damages in a separate action.

2 . 4    Payment Terms.    All Rent and other payments to Sublessor hereunder shall be paid by wire transfer in
accordance with Sublessor's wire transfer instructions attached hereto as Exhibit C-2, or as otherwise directed by Sublessor from time
to time.

3.    Security Deposit.    Sublessee shall deposit with Sublessor and maintain during the Term the cash sum of Fifty Thousand
and 00/100 Dollars ($50,000.00) as a security deposit (the "Security Deposit") which Sublessor shall hold as security for the full and
faithful performance by Sublessee of every term, provision, obligation and covenant under this Sublease and subject to the terms and
conditions of this Sublease. The Security Deposit shall be paid to Sublessor as follows: (i) $12,500.00 on the Commencement Date,
(ii) $12,500.00 on the 30th day after the Commencement Date, (iii) $12,500.00 on the 60th day after the Commencement Date and
(iv) $12,500.00 on the 90th day after the Commencement Date. The Security Deposit may be deposited by Sublessor into an interest-
bearing account, which interest shall accrue for the sole benefit of Sublessor and not Sublessee. The Security Deposit shall not be
considered an advance payment of Rent (or of any other sum payable by Sublessee under this Sublease) or a measure of Sublessor's
damages in case of a default by Sublessee. Sublessor shalt have no obligation to maintain the Security Deposit separate and apart from
Sublessor's general and/or other funds. If Sublessee defaults
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in respect of any of the terms, provisions, covenants and conditions of this Sublease (or if there is a default under any agreement or
instrument with which this Sublease is cross-defaulted), Sublessor may, but shall not be required to, in addition to and not in lieu of
any other rights and remedies available to Sublessor, apply all or any part of the Security Deposit to the payment of any sum in
default, or any other sum that Sublessor may expend or be required to expend by reason of Sublessee's default, including but not
limited to, any damages or deficiency in reletting the Premises. Whenever, and as often as, Sublessor has applied any portion of the
Security Deposit to cure Sublessee's default hereunder or under any agreement with which this Sublease is cross-defaulted, Sublessee
shall, within ten (10) days after Notice from Sublessor, deposit additional money with Sublessor sufficient to restore the Security
Deposit to the full amount then required to be deposited with Sublessor, and Sublessee's failure to do so shall constitute an Event of
Default without any further Notice. If Sublessor transfers or assigns its interest under this Sublease, Sublessor shall assign the Security
Deposit to the new Sublessor and thereafter Sublessor shall have no further liability for the return of the Security Deposit, and
Sublessee agrees to look solely to the new Sublessor for the return of the Security Deposit. Sublessee agrees that it will not assign or
encumber or attempt to assign or encumber the Security Deposit and that Sublessor, its successors and assigns may return the Security
Deposit to the last Sublessee in possession of the Premises at the last address for which Notice has given by such Sublessee and that
Sublessor thereafter shall be relieved of any liability therefor, regardless of one or more assignments of this Sublease or any such
actual or attempted assignment or encumbrances of the Security Deposit

4. Late Charges.        The late payment of Rent or other amounts due under this Sublease will cause Sublessor to lose
the use of such money and incur administrative and other expenses not contemplated under this Sublease. While the exact amount of
the foregoing is difficult to ascertain, the parties agree that as a reasonable estimate of fair compensation to Sublessor, if Rent or any
other amount is not paid within (a) five (5) days after the due date for such payment, then Sublessee shall thereafter pay to Sublessor
on demand a late charge equal to five percent (5%) of such delinquent amounts, and (b) ten (10) days after the due date for such
payment, such unpaid amount shall accrue interest from such date at the rate of ten percent (10%) per annum (the "Agreed Rate").

5. Taxes and Other Charges.        At the commencement and at the expiration of the Term, all Taxes and Other
Charges shall be prorated. Sublessor shall promptly forward to Sublessee copies of all bills and payment receipts for Taxes or Other
Charges received by it. Sublessee shall pay and discharge (including the filing o f all required returns), prior to delinquency or
imposition of any fine, penalty, interest or other cost ("Penalty"), (a) "Taxes", consisting of any real property and other taxes and
assessments levied or assessed with respect to the Premises (excluding income taxes, franchise taxes, estate taxes, transfer taxes and/or
gross receipts taxes that may be imposed upon Sublessor), and (b) "Other Charges", consisting of any utilities and other costs and
expenses of the Facility or any portion of the Premises and all other charges, obligations or deposits assessed against any portion of
the Premises during the Term. Sublessee shall pay the foregoing when due and before any Penalty, but may pay the foregoing in
permitted instal1ments (whether or not interest accrues on the unpaid balance). Within ten (10) days of its receipt of Sublessor's
written notice of payment, Sublessee shall pay Sublessor an amount equal to any Taxes or Penalty that Sublessor at any time is
assessed or otherwise becomes responsible and for which Sublessee is liable under this Sublease. However, nothing in this Sublease
shall obligate Sublessee to pay penalties incurred as a result of Sublessor's failure to timely forward bills to Sublessee.
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5.1    Protests.    Sublessee has the right, but not the obligation, in good faith to protest or contest (a "Protest") in whole
or in part (a) the amount or payment of any Taxes or Other Charges, and (b) the existence, amount or validity of any Lien (as defined
in Section 8.1), by appropriate proceedings sufficient to (i) prevent the collection or other realization of such Taxes, Other Charges or
Liens, or (ii) prevent the sale, forfeiture or loss of any portion of the Premises, or (iii) prevent the forfeiture of Rent to satisfy such
Taxes, Other Charges or Liens (so long as it provides Sublessor with reasonable security to assure the foregoing). Sublessee shall
diligently prosecute any such Protest at its sole cost and expense and pay such Taxes, Other Charges or Lien. Sublessor shall
cooperate in any Protest that involves an amount assessed against it.

5.2    Impound.    If required by the Facility Mortgagee or upon Sublessor's written notice to Sublessee during the
Term, Sublessor may require Sublessee to pay with each Rent payment a deposit of one-twelfth (l/12th) of the amount required to
discharge the annual amount of real property Taxes secured by a Lien encumbering any portion of the Premises as and when they
become due. The deposits shall not bear interest nor be held by Sublessor in trust or as an agent of Sublessee, but rather shall be
applied to the payment of the related obligations. If at any time within thirty (30) days prior to the due date the deposits shall be
insufficient for the payment of the obligation in full, Sublessee shall within ten (10) days after demand deposit the deficiency with
Sublessor. If deposits are in excess of the actual obligation, the required monthly deposits for the ensuing Sublease Year shall be
reduced proportionately and any such excess at the end of the final Sublease Year shall be refunded to Sublessee within thirty
calendar (30) days. Sublessee shall forward to Sublessor or its designee all Tax bills, bond and assessment statements as soon as they
are received. If Sublessor transfers this Sublease, it shall transfer all such deposits to the transferee, and Sublessor shall thereafter have
no liability of any kind with respect thereto.

5.3    Tax Treatment; Reporting.        Sublessor and Sublessee each acknowledges that each shall treat this
transaction as a true Sublease for state law purposes and shall report this transaction as a Sublease for Federal income tax purposes.
For Federal income tax purposes each shall report this Sublease as a true Sublease with Sublessor as the owner of the Premises and
Sublessee as the lessee of such Premises including: (a) treating Sublessor as the owner of the property eligible to claim depreciation
deductions under Section 167 or 168 of the Internal Revenue Code of 1986 (the "Code") with respect to the Premises, (b) Sublessee
reporting its Rent payments as rent expense under Section 162 of the Code, and (c) Sublessor reporting the Rent payments as rental
income. For the avoidance of doubt, nothing in this Sublease shall be deemed to constitute a guaranty, warranty or representation by
either Sublessor or Sublessee as to the actual treatment of this transaction for state law purposes and for federal income tax purposes.

6. Insurance.     All insurance provided for in this Sublease shall (i) be maintained under valid and enforceable policies
issued by insurers licensed and approved to do business in the state where the Facility is located, (ii) name Sublessor as an additional
insured and, for the property insurance policies, as the owner, (iii) be on an "occurrence" basis, or if claims made, include a provision
whereby tail coverage costs are specified upon policy inception, (iv) cover all of Sublessee's operations at the Facility, (v) provide that
the policy may not be canceled except upon not less than thirty (30) days' prior written notice to Sublessor and (vi) be primary and
provide that any insurance with respect to any portion of the Premises
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maintained by Sublessor is excess and noncontributing with Sublessee's insurance. The property policy(ies) shall also name the
Sublessor and Facility Mortgagee as loss payee. The parties hereby waive as to each other all rights of subrogation which any
insurance carrier, or either of them, may have by reason of any provision in any policy issued to them, provided such waiver does not
thereby invalidate such policy. Original policies or satisfactory insurer certificates evidencing the existence of the insurance required
by this Sublease and showing the interest of Sublessor and Facility Mortgagee shall be provided to Sublessor prior to the
commencement of the Term or, for a renewal policy, not less than ten (I0) days prior to the expiration date of the insurance policy
being renewed. If Sublessor is provided with a certificate, it may demand that Sublessee provide a complete copy of the related policy
within ten (l0) days. Sublessee may satisfy the insurance requirements hereunder through coverage under so-called blanket policy(ies)
of insurance carried and maintained by Sublessee regarding other operations or facilities; provided, however, that the coverage
afforded Sublessor will not be reduced or diminished or otherwise be different from that which would exist under a separate policies
of insurance meeting all other requirements of this Sublease by reason of the use of such blanket policies of insurance. During the
Term, Sublessee shall maintain the following insurance and any claims thereunder shall be adjudicated by and at the expense of it or
its insurance carrier:

(a) Property Insurance with respect to the Facility against loss or damage from all causes under
standard "all risk" property insurance coverage with an agreed amount endorsement (such that the insurance carrier has accepted the
amount of coverage and has agreed that there will be no co-insurance penalty), without exclusion for fire, lightning, windstorm,
explosion, smoke damage, vehicle damage, sprinkler leakage, flood, vandalism, earthquake, malicious mischief and any other risks
normally covered under an extended coverage endorsement, in amounts that are not less than the actual replacement value of the
Facility and all Sublessor and Sublessee Personal Property associated therewith (including the cost of compliance with changes in
zoning and building codes and other laws and regulations, demolition and debris removal and increased cost of construction).
Additionally, if the Facility contains steam boilers, steam pipes, steam engines, steam turbines or other high pressure vessels, insurance
with an agreed amount endorsement (such that the insurance carrier has accepted the amount of coverage and has agreed that there
will be no co-insurance penalty), covering the major components of the central heating, air conditioning and ventilating systems,
boilers, other pressure vessels, high pressure piping and machinery, elevators and escalators, if any, and other similar equipment
installed in the Facility, in an amount equal to one hundred percent (100%) of the full replacement cost of the Facility, which policies
shall insure against physical damage to and loss of occupancy and use of the Facility arising out of an accident or breakdown covered
thereunder;

(b) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than twelve (12) months, covering perils consistent with the requirements of Section 6(a), and including
either an agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Sublessee, Sublessor and any other
insured thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to the Sublessor;

(c) Commercial General Public Liability Coverage with respect to the Facility (including products
liability and broad form coverage) against claims for bodily injury, death or property damage occurring on, in or about the Facility,
affording the parties protection of not less than $1m per occurrence/$3m per location in the aggregate, naming Sublessor as additional
insured;
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(d) Professional Liability Coverage with respect to the Facility, providing for claims specifically
relating to patient care and services provided by the Facility staff, its' contractors and all related parties, to include coverage or medical
directors with regard to their administrative duties provided to the facility, with limits of not less than $1,000,000.00 per
occurrence/$3,000,000.00 per location in the aggregate, naming Sublessor as additional insured. If such coverage is purchased on a
claims made basis, Sublessee must show proof of the ability to purchase tail coverage to last through the statute of limitations, upon
the end of the Sublease Term;

(e) Worker's Compensation and Employers Liability Insurance with respect to the Facility for losses
sustained by Sublessee's employees in the course and scope of their employment, as well as volunteers, and otherwise consistent with
all applicable state law and meeting all other legal requirements;

(f) Business Interruption and Extra Expense Coverage with respect to the Facility for loss of rental
value for a period not less than one (1) year, covering perils consistent with the requirements of Section 4(a), and including either an
agreed amount endorsement or a waiver of any co-insurance provisions, so as to prevent Sublessee, Sublessor and any other insured
thereunder from being a co-insurer, and providing that any covered loss thereunder shall be payable to the Sublessor; and

(g) Deductibles/Self-Insured Retentions for the above policies shall not be greater than One Hundred
Thousand Dollars ($100,000), and Sublessor shall have the right at any time to require a lower amount or set higher policy limits, to
the extent commercially available and reasonable and customary for similar operations and properties to those of the Facility.

7. Use, Regulatory Compliance and Preservation of Business.

7.1    Permitted Use; Qualified Care. Sublessee shall continuously use and occupy the Facility during the Term as a
skilled nursing facility with not less than 113 beds and for ancillary services relating thereto, but for no other purpose. Sublessee shall
provide care, treatment and services to all residents of the Facility in a manner consistent with all applicable laws. Notwithstanding
any common law or statutory right, Sublessee agrees not to transfer, move or otherwise take action that reduces licensed bed
complement of the Facility and Sublessee agrees not to take any of the licensed beds out of service or move the beds to a different
location.

7.2    Regulatory Compliance.    Sublessee, the Facility and the Premises shall comply in all material respects with all
licensing and other laws and all covenants, conditions, restrictions and other use or maintenance requirements applicable to the
Facility and, to the extent applicable, all Medicare, Medicaid and other third-party payor certification requirements, including timely
filing properly completed cost and other required reports, timely paying all expenses shown thereon, and ensuring that the Facility
continues to be fully certified for participation in Medicare and Medicaid (if applicable) throughout the Term and when they are
returned to Sublessor, all without any suspension, revocation, decertification or other material limitation of such certification. Further,
Sublessee shall not commit any act or omission that would in any way violate any certificate of occupancy affecting the Facility, result
in closure of the Facility or result in the sale or transfer of all or any portion of any related certificate of need (if applicable), bed
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rights or other similar certificate or license at any of the Facility. All inspection fees, costs and charges associated with a change of
such licensure or certification shall be borne solely by Sublessor.

7 . 3    Preservation of Business.    Sublessee acknowledges that a fair return to Sublessor on and protection of its
investment in the Premises depends, in part, on Sublessee's dedication to the Business and the concentration of similar businesses of
Sublessee and its Affiliates in the geographical area of each Facility. Sublessee further acknowledges that the diversion of residents or
patient care activities (except as is necessary to provide residents or patients with an alternative level of care) from any Facility to
other facilities owned or operated by Sublessee or its Affiliates at any time during the Term will have a material adverse effect on the
value and utility of such Facility. Therefore, Sublessee agrees that during the Term and for a period of two (2) years thereafter, neither
Sublessee nor any of its Affiliates shall, without the prior written consent of Sublessor: (i) operate, own, participate in or otherwise
receive revenues from any other business providing services similar to those of the business of the Facility within a ten (10)-rnile
geographical radius of the Facility, (ii) except as is necessary to provide residents or patients with an alternative level of care,
recommend or solicit the removal or transfer of any resident or patient from any Facility to any other nursing, health care, senior
housing or retirement housing facility or divert actual or potential residents, patients or care activities of the business conducted at the
Facility to any other facilities owned or operated by Sublessee or its Affiliates or from which they receive any type of referral fees or
other compensation for transfers, or (iii) employ for other businesses any management or supervisory personnel working on or in
connection with any portion of the business or the Facility; provided, however, that if Sublessee or an Affiliate Subleases additional
facilities from Sublessor or Sublessor's Affiliates, the parties agree that Sublessee may move employees among those Affiliated
Facilities.

8. Acceptance, Maintenance, Upgrade, Alteration and Environmental.

8.1    Acceptance "AS IS"; No Liens.    

(a)    Sublessee acknowledges that it is presently engaged in operations similar to those to be conducted at the Facility and has
expertise in such industry and, in deciding to enter into this Sublease, has not relied on any representations or warranties, express or
implied, of any kind from Sublessor. Sublessee has investigated the Premises, has selected the Premises to its own specifications, has
concluded that no improvements or modifications to them are required in order to operate the Facility, and accepts the Facility and the
Premises on an "AS IS" basis and assumes all responsibility and cost for the correction of any observed or unobserved deficiencies or
violations. Notwithstanding its right to Protest set forth in Section 5.1, Sublessee shall not cause or permit any lien, levy or attachment
to be placed or assessed against any portion of the Premises or the operation thereof (a "Lien") for any reason, provided that nothing
in this Sublease shall require Sublessee to keep the Premises free of liens that may be filed as a result of Sublessor's action or
omissions.

8.2    Sublessee's Maintenance Obligations.    Sublessee shall (a) keep and maintain the Premises and the Facility in
good appearance, repair and condition and maintain proper housekeeping, (b) promptly make all repairs (interior and exterior,
structural and nonstructural, ordinary and extraordinary, foreseen and unforeseen) necessary to keep the Facility in good and working
order and condition and in substantial compliance with all applicable requirements and laws relating to the business conducted
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thereon, including if applicable, certification for participation in Medicare and Medicaid, and (c) keep and maintain all Sublessor and
Sublessee Personal Property in good condition, ordinary wear and tear excepted, and repair and replace such property consistent with
prudent industry practice as required under this Sublease.

8 . 3    Alterations by Sublessee.    Sublessee may alter, improve, exchange, replace, modify or expand (collectively,
"Alterations") the Facility, equipment or appliances on the Premises from time to time as it may determine is desirable for the
continuing and proper use and maintenance of the Premises; provided, that any Alterations in excess of One Hundred Thousand
Dollars ($100,000) with respect to the Facility in any rolling twelve (12) month period shall require Sublessor's prior written consent,
which shall not be unreasonably withheld, delayed, or conditioned. All Alterations shall immediately become a part of the Premises
and the property of Sublessor subject to this Sublease, and the cost of all Alterations or other purchases, whether undertaken as an on-
going licensing, Medicare, Medicaid or other regulatory requirement, or otherwise, shall be borne solely by Sublessee. All Alterations
shall be constructed in a good and workmanlike manner in compliance with all applicable laws and the insurance required under this
Sublease.

8.4    Hazardous Materials.    Sublessee's use of the Premises shall comply with all Hazardous Materials Laws. If any
Environmental Activities occur or are suspected to have occurred in violation of any Hazardous Materials Laws by Sublessee during
the Term or if Sublessee has received notice of any Hazardous Materials Claim against any portion of the Premises as a result of
Sublessee's acts or omissions during the Term, Sublessee shall promptly obtain all permits and approvals necessary to remedy any
such actual or suspected problem through the removal of Hazardous Materials or otherwise, and upon Sublessor's approval of the
remediation plan, remedy any such problem to the satisfaction of Sublessor and all applicable governmental authorities, in accordance
with all Hazardous Materials Laws and good business practices. During the Term, Sublessee shall promptly advise Sublessor in
writing of (a) any Environmental Activities in violation of any Hazardous Materials Laws; (b) any Hazardous Materials Claims
against Sublessee or any portion of the Premises; (c) any remedial action taken by Sublessee in response to any Hazardous Materials
Claims or any Hazardous Materials on, under or about any portion of the Premises in violation of any Hazardous Materials Laws; (d)
Sublessee's discovery of any occurrence or condition on or in the vicinity of any portion of the Premises that materially increase the
risk that any portion of the Premises will be exposed to Hazardous Materials; and (e) all communications to or from Sublessee, any
governmental authority or any other Person relating to Hazardous Materials Laws or Hazardous Materials Claims with respect to any
portion of the Premises, including copies thereof. Sublessor shall have the right, at Sublessee's sole cost and expense (including,
without limitation, Sublessor's reasonable attorneys' fees and costs) and with counsel chosen by Sublessor, to join and participate in,
as a party if it so elects, any legal proceedings or actions initiated in connection with any Hazardous Materials Claims. Sublessor
represents and warrants to Sublessee that to Sublessor's knowledge, there are not pending claims or causes of action arising out or
relating to the Facility or the Premises as of the commencement of the Term.
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9. Sublessee Property.     Sublessee shall obtain and install all items of furniture, fixtures, supplies and equipment not
included as Sublessor Personal Property as shall be necessary or reasonably appropriate to operate the Facility in compliance with
this Sublease ("Sublessee Personal Property", which collectively with the "Sublessee Intangible Property" shall be referred to
herein as "Sublessee Property".) As used herein, "Sublessee Intangible Property" means all the following at any time owned by
Sublessee in connection with its use of any portion of the Premises: Medicare, Medicaid and other accounts and proceeds thereof;
rents, profits, income or revenue derived from such operation or use; all documents, chattel paper, instruments, contract rights
(including contracts with residents, employees and third party payors), deposit accounts, general intangibles and chooses in action;
refunds of any Taxes or Other Charges for periods of time during the Tenn; and licenses and pennits necessary or desirable for
Sublessee's use of any portion of the Premises, including licensed Medicaid beds (if applicable). Except as may be allowed under
common law, Sublessor shall have no lien or security interest in or to the Sublessee Intangible Property, and any such common law
lien or security interest of Sublessor shall be subordinate to the lien and security interest of any third party lender providing to
Sublessee a working capital line of credit, whether such working capital line of credit exists as of the Commencement Date or future
working capital lines of credit, and no further instrument of subordination shall be required.

10. Financial, Management and Regulatory Reports.    Sublessee shall provide Sublessor with the reports listed in
Exhibit "D" at the time described therein, and such other information about it or the operations of the Facility as Sublessor may
reasonably request from time to time, including such information requested in connection with any financing of the Premises sought
by Sublessor. All financial information provided by Sublessee shall be prepared in accordance with generally accepted accounting
principles consistently applied and shall be submitted electronically in the form of unrestricted, unlocked ".xls" spreadsheets created
using Microsoft Excel (2003 or newer editions). If Sublessee or any Affiliate becomes subject to any reporting requirements of the
Securities and Exchange Commission ("SEC") during the Term, it shall concurrently deliver to Sublessor such reports as are delivered
pursuant to applicable securities laws. Similarly, should Sublessor or its parent, AdCare Health Systems, Inc., be subject to any
particular reporting requirements of the SEC during the Tenn for which it needs reports, documentation or other information from
Sublessee, Sublessee agrees to deliver such reports, documentation and information within ten (10) days after Sublessor's request for
the same.

11. Representations and Warranties.    Each party represents and warrants to the other that: (a) this Sublease and all
other documents executed or to be executed by it in connection herewith have been duly authorized and shall be binding upon it; (b) it
is duly organized, validly existing and in good standing under the laws of the state of its formation and is duly authorized and
qualified to perform this Sublease within the state where the Premises is located; and (c) neither this Sublease nor any other document
executed or to be executed in connection herewith violates the terms of any other agreement of such party.
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12. Events of Default.        So long as there is no Event of Default, Sublessee shall peaceably and quietly have, hold
and enjoy the Premises for the Term, free of any claim or other action not caused or created by Sublessee or pursuant to Sections 16
or 17. The occurrence of any of the following events will constitute an "Event of Default" on the part of Sublessee, and there shall be
no cure period therefor except as otherwise expressly provided:

(a) Sublessee's failure to pay within five (5) business days of when due any Rent, Taxes, Other Charges
or other required payments;

(b) (i) The revocation, suspension or material limitation of any license required for the operation of the
Facility or the certification of the Facility for provider status under Medicare or Medicaid, if applicable; (ii) the closure of the Facility;
(iii) the sale or transfer of all or any portion of any certificate of need, bed rights or other similar certificate or license relating to the
Facility; (iv) the use of any portion of the Facility other than for a skilled nursing facility and for ancillary services relating thereto; or
(v) any act or omission of Sublessee that in the judgment of Sublessor will more likely than not result in any of the foregoing;

(c) Any other material suspension, termination or restriction placed upon Sublessee, the Facility or the
ability to admit residents or patients (e.g., an admissions ban or non-payment for new admissions by Medicare or Medicaid resulting
from an inspection survey, if applicable);

(d) A material default by Sublessee or any Affiliate under any other Sublease, agreement or obligation
between it and Sublessor or any Sublessor's Affiliates which is not cured within any applicable cure period specified therein;

(e) Any misrepresentation by Sublessee under this Sublease or material misstatement or omission of fact in
any written report, notice or communication from Sublessee to Sublessor;

(f) The failure to perform or comply with the provisions of Sections 6 or 15;

(g) (i) Sublessee shall generally not pay its debts as they become due, or shall admit in writing its inability to
pay its debts generally, or shall make an assignment of all or substantially all of its property for the benefit of creditors; or (ii) a
receiver, trustee or liquidator shall be appointed for either or them or any of their property, if within three (3) business days of such
appointment Sublessee does not inform Sublessor in writing that they intend to cause such appointment to be discharged or such
discharge is not diligently prosecuted to completion within sixty (60) days after the date of such appointment; (iii) the filing by
Sublessee of a voluntary petition under any federal bankruptcy or state law to be adjudicated as bankrupt or for any arrangement or
other debtor's relief; or (iv) the involuntary filing of such a petition against Sublessee by any other party, unless Sublessee within
three (3) business days of such filing informs Sublessor in writing of its intent to cause such petition to be dismissed, such dismissal is
diligently prosecuted and such petition is dismissed within one hundred twenty (120) days after filing; or
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(h) The failure to perform or comply with any provision of this Sublease not requiring the payment of money
unless (i) within three (3) business days of Sublessee's receipt of a notice of default from Sublessor, Sublessee gives Sublessor notice
of its intent to cure such default; and (ii) Sublessee cures it either (x) within thirty (30) days after such notice from Sublessor or (y) if
such default cannot with due diligence be so cured because of the nature of the default or delays beyond the control of Sublessee and
cure after such period will not have a materially adverse effect upon the Facility, then such default shall not constitute an Event of
Default if Sublessee uses its best efforts to cure such default by promptly commencing and diligently pursuing such cure to the
completion thereof and cures it within ninety (90) days after such notice from Sublessor.

13. Remedies.    Upon the occurrence of an Event of Default, Sublessor may exercise all rights and remedies under this
Sublease and the laws of the state where the Premises is located that are available to a Sublessor of real and personal property in the
event of a default by its Sublessee, and as to the Sublessee Property, all remedies granted under the laws of such state(s) to a secured
party under its Uniform Commercial Code. Sublessor shall have no duty to mitigate damages unless required by applicable law and
shall not be responsible or liable for any failure to relet the Premises or to collect any rent due upon any such reletting. Sublessee
shall pay Sublessor, promptly upon demand, all expenses incurred by it in obtaining possession and reletting any of the Premises,
including fees, commissions and costs of attorneys, architects, agents and brokers.

13.1    General.    Without limiting the foregoing, Sublessor shall have the right (but not the obligation) to do any of the
following upon an Event of Default: (a) sue for the specific performance of any covenant of Sublessee as to which it is in breach; (b)
enter upon any portion of the Premises, terminate this Sublease, dispossess Sublessee from the Premises through appropriate legal
procedures and/or collect money damages by reason of Sublessee's breach, including the acceleration of all Rent which would have
accrued after such termination and all obligations and liabilities of Sublessee under this Sublease which survive the termination of the
Term; (c) elect to leave this Sublease in place and sue for Rent and other money damages as the same come due; and (d) (before or
after repossession of the Premises pursuant to clause (b) above and whether or not this Sublease has been terminated) relet any portion
of the Premises to such Sublessee(s), for such term(s) (which may be greater or less than the remaining balance of the Term), rent,
conditions (which may include concessions or free rent) and uses as it may determine in its sole discretion and collect and receive any
rents payable by reason of such reletting.

13.2    Remedies Cumulative; No Waiver.      No right or remedy herein conferred upon or reserved to Sublessor is
intended to be exclusive of any other right or remedy, and each and every right and remedy shall be cumulative and in addition to any
other right or remedy given hereunder or now or hereafter existing at law or in equity. Any notice or cure period provided herein shall
run concurrently with any provided by applicable law. No failure of Sublessor to insist at any time upon the strict performance of any
provision of this Sublease or to exercise any option, right, power or remedy contained herein shall be construed as a waiver,
modification or relinquishment thereof as to any similar or different breach (future or otherwise) by Sublessee. Sublessor's receipt of
and Sublessee's payment of any rent or other sum
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due hereunder (including any late charge) with knowledge of any breach shall not be deemed a waiver of such breach, and no waiver
by Sublessor of any provision of this Sublease shall be effective unless expressed in a writing signed by it.

13.3    Performance of Sublessee's Obligations.     If Sublessee at any time shall fail to make any payment or perform
any act on its part required to be made or performed under this Sublease, then Sublessor may, without waiving or releasing Sublessee
from any obligations or default hereunder, make such payment or perform such act for the account and at the expense of Sublessee
after delivering Sublessee thirty (30) days' notice with an opportunity to cure, and enter upon any portion of the Premises for the
purpose of taking all such action as may be reasonably necessary. No such entry shall be deemed an eviction of Sublessee. All sums
so paid by Sublessor and all necessary and reasonable incidental costs and expenses (including reasonable attorneys' fees and
expenses) incurred in connection with the performance of any such act by it, together with interest at the Agreed Rate (as defined in
Section 3 hereof) from the date of the making of such payment or the incurring of such costs and expenses, shall be payable by
Sublessee to Sublessor upon Sublessor's written demand therefor.

14. Provisions on Termination.

14.1    Surrender of Possession.    On the expiration of the Term or earlier termination or cancellation of this Sublease
(the "Termination Date"), Sublessee shall deliver to Sublessor or its designee possession of (a) the Facility and associated Sublessor
Personal Property in a neat and clean condition and in as good a condition as existed at the date of Sublessee's possession and
occupancy pursuant to this Sublease, ordinary wear and tear excepted, (b) a fully operational, licensed and certified (if applicable)
business at the Facility including, at Sublessee's sole cost, any Alterations necessitated by, or imposed in connection with, a change of
ownership inspection survey for the transfer of operation of any portion of the Premises to Sublessor or its designee, and (c) all patient
charts and resident records along with appropriate resident consents if necessary and copies of all of its books and records relating to
the Facility and the Premises. Accordingly, Sublessee shall not at any time during or after the Term seek to transfer, surrender, allow
to lapse, or grant any security interest or any other interest in and to the licenses, permits or certifications relating to the Facility or the
Premises, nor shall Sublessee commit or omit any act that would jeopardize the Facility or any licensure or certification of the Facility.
Sublessee shall cooperate fully with Sublessor or its designee in transferring or obtaining all necessary licenses and certifications for
Sublessor or its designee, and Sublessee shall comply with all requests for an orderly transfer of the Facility licenses, and Medicare
and Medicaid certifications and possession at the time of its surrender of the Premises to Sublessor or its designee to operate the
Facility. Subject to all applicable laws, Sublessee hereby assigns, effective upon the Termination Date, all rights to operate the Facility
to Sublessor or its designee, inc1uding all required licenses and permits and all rights to apply for or otherwise obtain them, and all
other nonproprietary Sublessee Intangible Property relating to any portion of the Premises.

14.2    Removal of Sublessee Personal Property.    Provided that no Event of Default then exists, in connection with
the surrender of the Premises, Sublessee may upon at least five (5) business days' prior notice to Sublessor remove from the Premises
in a workmanlike manner all Sublessee Personal Property, leaving the Premises in good and presentable condition and appearance,
including repair of any damage caused by such removal; provided that Sublessor shall have the right and option to purchase the
Sublessee Personal Property for its then net book value during such five (5) business day notice period,
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in which case Sublessee shall so convey the Sublessee Personal Property to Sublessor by executing a bill of sale in a form reasonably
required by Sublessor. If there is any Event of Default then existing, Sublessee may not remove any Sublessee Personal Property from
the Premises and instead will, on demand from Sublessor, convey it to Sublessor for no additional consideration by executing a bill of
sale in a form reasonably required by Sublessor. Title to any Sublessee Personal Property which is not removed by Sublessee as
permitted above upon the expiration of the Term shall, at Sublessor's election, vest in Sublessor; provided, however, that Sublessor
may remove and store or dispose any or all of such Sublessee Personal Property which is not so removed by Sublessee without
obligation or accounting to Sublessee.

14.3    Management of Premises.        Commencing on the Termination Date, Sublessor or its designee, upon written
notice to Sublessee, may elect to assume the responsibilities and obligations for the management and operation of the Facility and
Sublessee agrees to cooperate fully to accomplish the transfer of such management and operation without interrupting the operation of
the Facility. Sublessee agrees that Sublessor or its designee may operate the Facility under Sublessee's licenses and certifications
pending the issuance of new licenses and certifications to Sublessor or its designee. Sublessee shall not commit any act or be remiss in
the undertaking of any act that would jeopardize any licensure or certification of the Facility, and Sublessee shall comply with all
requests for an orderly transfer of any and all Facility and other licenses, Medicare and Medicaid certifications and possession of the
Premises at the time of any such surrender.

14.4    Holding Over.    If Sublessee shall for any reason remain in possession of the Premises after the Termination
Date, such possession shall be a month-to-month tenancy during which time Sublessee shall pay as rental on the first (lst) business
day of each month one hundred twenty-five percent (125%) of the monthly Rent payable with respect to the last Sublease Year, all
additional charges accruing during the month and all other sums, if any, payable by Sublessee pursuant to this Sublease. Nothing
contained herein shall constitute the consent, express or implied, of Sublessor to the holding over of Sublessee after the Termination
Date, nor shall anything contained herein be deemed to limit Sublessor's remedies.

14.5    Survival.    All representations, warranties, covenants and other obligations of Sublessee under this Sublease
shall survive the Termination Date.

15. Certain Sublessor Rights.

15.1    Entry and Examination of Records.    Sublessor and its representatives may enter any portion of the Premises
at any reasonable time after at least forty-eight (48) hours' notice to Sublessee to inspect the Premises for compliance, to exhibit the
Premises for sale, Sublease or mortgaging, or for any other reason; provided that no such notice shall be required in the event of an
emergency, upon an Event of Default or to post notices of non-responsibility under any mechanics' or materialmans' lien law. No such
entry shall unreasonably interfere with residents, patients, patient care or the Sublessee's operations of the Facility. During normal
business hours, Sublessee will permit Sublessor and its representatives, inspectors and consultants to examine all contracts, books and
fmancial and other records (wherever kept) relating to Sublessee's operations of the Facility.
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15.2    Grant Liens.        This Sublease shall be subordinate to the right, title, and interest of any lender or other party
holding a security interest in or a lien upon the Premises under any and all mortgage instruments or deeds to secure debt presently
encumbering the Premises or the Building and to any and all other deeds to secure debt or mortgage instruments hereafter
encumbering the Premises or the Building. Sublessee shall at any time hereafter, on demand of Sublessor or the holder of any such
deed to secure debt or mortgage instrument, execute any instruments which may reasonably be required by such party for the purpose
of evidencing the subordination of this Sublease to the lien or security of such party. Sublessee shall, upon demand, at any time or
times, execute, acknowledge, and deliver to Sublessor or the holder of any such instruments or deeds to secure debt, without expense,
any and all documents that may be necessary to make this Sublease superior to the lien of any of the same. If the holder of any of said
instruments or deeds to secure debt shall hereafter succeed to the rights of Sublessor under this Sublease, Sublessee shall, at the option
of such holder or a purchaser at any foreclosure or sale under power, attorn to and recognize such successor as Sublessee's Sublessor
under this Sublease. Sublessee shall promptly execute, acknowledge, and deliver any instrument that may be necessary to evidence
such attornment. Sublessor will use commercially reasonably efforts to obtain from any lender holding a lien on the Premises, a
subordination, non-disturbance and attornment agreement for the benefit of Sublessee.

15.3    Estoppel Certificates.     Sublessor and Sublessee shall, at any time upon not less than five (5) business days'
prior written request by the other party, have an authorized representative execute, acknowledge and deliver to Sublessor or
Sublessee, as the case may be, or their designee a written statement certifying (a) that this Sublease, together with any specified
modifications, is in full force and effect, (b) the dates to which Rent and additional charges have been paid, (c) that no default by
either party exists or specifying any such default, and (d) as to such other matters as Sublessor or Sublessee, as the case may be, may
reasonably request.

15.4    Conveyance Release.     If Sublessor or any successor owner shall sell or transfer any portion of the Premises in
accordance with this Sublease, they shall thereafter be released from all future liabilities and obligations hereunder arising or accruing
from and after the date of such conveyance or other transfer, which instead shall thereupon be binding upon the new owner.

16. Assignment and Subletting.

16.1    Except as otherwise expressly permitted in this Sublease, without Sublessor's prior written consent, not to be
unreasonably withheld or delayed, Sublessee shall not assign this Sublease, or Sublease all or any part of the Premises, or permit the
use of the Premises by any party other than Sublessee. This prohibition includes an assignment or subletting to or by a receiver or
trustee in any federal or state bankruptcy, insolvency, or other proceeding. For purposes of this Section, a sale or transfer of all or a
controlling ownership interest in Sublessee or a merger or other combination by Sublessee or a sale of all or substantially all of
Sublessee's assets in lieu thereof shall be deemed an assignment or other transfer of this Sublease. Notwithstanding any provision
hereof, Sublessee may assign this Sublease to an entity in which Bruce Wertheim owns a majority equity interest.
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17. Damage by Fire or Other Casualty.

17.1    Damage by Fire or Other Casualty.     Sublessee shall promptly notify Sublessor of any damage or destruction
of any portion of the Premises and diligently repair or reconstruct such portion of the Premises to a like or better condition than
existed prior to such damage or destruction. Any net insurance proceeds payable with respect to the casualty shall be paid directly to
Sublessor and, if an Event of Default has not occurred hereunder, may be used for the repair or reconstruction of the applicable
portion of the Premises pursuant to Sublessor's reasonable disbursement requirements and subject to the provisions of the Facility
Mortgage Documents and the release of insurance proceeds by the Facility Mortgagee, if any. If such proceeds are insufficient,
Sublessee shall provide the required additional funds; if they are more than sufficient, the surplus shall belong and be paid to
Sublessee. Sublessee shall not have any right under this Sublease, and hereby waives all rights under applicable law, to abate, reduce
or offset rent by reason of any damage or destruction of any portion of the Premises by reason of an insured or uninsured casualty.

18. Condemnation.     Except as provided to the contrary in this Section 18, this Sublease shall not terminate and shall
remain in full force and effect in the event of a taking or condemnation of the Premises, or any portion thereof, and Sublessee hereby
waives all rights under applicable law to abate, reduce or offset rent by reason of such taking. If during the Term all or substantially
all (a "Complete Taking") or a smaller portion (a "Partial Taking") of the Premises is taken or condemned by any competent public
or quasi-public authority, then (a) in the case of a Complete Taking, Sublessee may at its election made within thirty (30) days of the
effective date of such Taking, terminate this Sublease and the current Rent shall be equitably abated as of the effective date of such
termination, or (b) in the case of a Partial Taking, the Rent shall be abated to the same extent as the resulting diminution in Fair
Market Value of the applicable portion of the Premises. The resulting diminution in Fair Market Value on the effective date of a
Partial Taking shall be as established pursuant to Exhibit "E". Sublessor alone shall be entitled to receive and retain any award for a
taking or condemnation other than a temporary taking; provided, however, Sublessee shall be entitled to submit its own claim in the
event of any such taking or condemnation with respect to the value of Sublessee's Subleasehold interest in any portion of the Premises
and/or the relocation costs incurred by Sublessee as a result thereof. In the event of a temporary taking of less than all or substantially
all of the Premises, Sublessee shall be entitled to receive and retain any and all awards for the temporary taking and the Rent due
under this Sublease shall be not be abated during the period of such temporary taking.

19. Indemnification.    Sublessee agrees to protect, indemnify, defend and save harmless Sublessor, its members,
managers, Affiliates, directors, officers, shareholders, agents and employees from and against any and all foreseeable or unforeseeable
liability, expense, loss, cost, deficiency, fine, penalty or damage (including consequential or punitive damages) of any kind or nature,
including reasonable attorneys' fees, from any suits, claims or demands, on account of any matter or thing, action or failure to act
arising out of or in connection with this Sublease, the Premises or the operations of Sublessee on any portion of the Premises,
including, without limitation, (a) the breach by Sublessee or any of its representations, warranties, covenants or other obligations
hereunder, (b) any Protest, (c) all known and
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unknown Environmental Activities o n any portion o f the Premises, Hazardous Materials Claims or violations by Sublessee of a
Hazardous Materials Law with respect to any portion of the Premises, and (d) upon or following the Termination Date, the correction
of all deficiencies of a physical matter identified by, and any liability assessed or asserted by, any governmental agency or Medicare
or Medicaid providers as a result of or arising out of or in connection with this Sublease or the related change in ownership inspection
and audit (including any overpayment to any Medicare, Medicaid or other third party payor). Upon receiving knowledge of any suit,
claim or demand asserted by a third party that Sublessor believes is covered by this indemnity, it shall give Sublessee notice of this
matter. If Sublessor does not elect to defend the matter with its own counsel at Sublessee's expense, Sublessee shall then defend
Sublessor at Sublessee's expense (including Sublessor's reasonable attorneys' fees and costs) with legal counsel satisfactory to
Sublessor.

20. Disputes.     If any party brings any action to interpret or enforce this Sublease, or for damages for any alleged
breach, the prevailing party shall be entitled to reasonable attorneys' fees and costs as awarded by the court in addition to all other
recovery, damages and costs.

EACH PARTY HEREBY WAIVES ANY RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT BY EITHER PARTY AGAINST THE OTHER IN CONNECTION WITH ANY
MATTER WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS SUBLEASE,
INCLUDING RELATIONSHIP OF THE PARTIES, SUBLESSEE'S USE AND OCCUPANCY OF ANY
PORTION OF THE PREMISES, OR ANY CLAIM OF INJURY OR DAMAGE RELATING TO THE
FOREGOING OR THE ENFORCEMENT OF ANY REMEDY.

21. Notices.     All notices and demands, certificates, requests, consents, approvals and other similar instruments under
this Sublease shall be in writing and sent by personal delivery, U.S. certified or registered mail (return receipt requested, postage
prepaid) or FedEx or similar generally recognized overnight carrier regularly providing proof of delivery, addressed as follows:

 If to Sublessee:  If to Sublessor:  
      

 Michael E. Winget, Sr.  c/o AdCare Health Systems, Inc.
 105 Patrol Rd., Ste D  Two Buckhead Plaza
 Forsyth, GA 31029  3050 Peachtree Road NW, Suite 355
   Atlanta, Georgia 30305
   Attention: CEO
 With a copy to:    

 David A. Pope, Esq.    

 Spivey, Pope, Green & Greer, LLC    

 438 Cotton Ave.    

 Macon, GA 31202    
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A party may designate a different address by notice as provided above. Any notice or other instrument so delivered (whether
accepted or refused) shall be deemed to have been given and received on the date of delivery established by U.S. Post Office return
receipt or the carrier's proof of delivery or, if not so delivered, upon its receipt. Delivery to any officer, general partner or principal of
a party shall be deemed delivery to such party. Notice to any one co-Sublessee shall be deemed notice to all co-Sublessees.

22. Compliance with Facility Mortgage Documents.

(a) The Facility is encumbered with a loan that is insured by the United States Department of Housing
and Urban Development ("HUD"; such loan being a "HUD Loan"), Sublessee acknowledges that it shall deliver to Sublessor,
lender and HUD any and all documentation required to obtain the approval of lender and HUD of this Sublease. Sublessee further
acknowledges and agrees that if (i) the entering into of this Sublease results in the Facility Mortgagee giving notice of default or (ii)
lender or HUD shall withhold its consent to and approval of this Sublease, then in either such event Sublessor shall have the right to
terminate this Sublease immediately.

(b) Sublessee acknowledges that any Facility Mortgage Documents executed by Sublessor or any
Affiliate of Sublessor may impose certain obligations on the "borrower" or other counterparty thereunder to comply with or cause the
operator and/or lessee of a Facility to comply with all representations, covenants and warranties contained therein relating to such
Facility and the operator and/or lessee of such Facility, including, covenants relating to (i) the maintenance and repair of such Facility;
(ii) maintenance and submission of financial records and accounts of the operation of such Facility and related financial and other
information regarding the operator and/or lessee of such Facility and such Facility itself; (iii) the procurement of insurance policies
with respect to such Facility; (iv) minimum occupancy, fixed coverage ratio o r other Facility-related financial and/or performance
requirements, and(v) without limiting the foregoing, compliance with all applicable legal requirements relating to such Facility and the
operation of the business thereof. For so long as any Facility Mortgages encumber the Premises or any portion thereof or interest
therein, Sublessee covenants and agrees, at its sole cost and expense and for the express benefit of Sublessor, to operate the applicable
Facility in strict compliance with the terms and conditions of the Facility Mortgage Documents (other than payment of any
indebtedness evidenced or secured thereby) and to timely perform all of the obligations of Sublessor relating thereto, or to the extent
that any of such duties and obligations may not properly be performed by Sublessee, Sublessee shall cooperate with and assist
Sublessor in the performance thereof (other than payment of any indebtedness evidenced or secured thereby); provided, however, this
Section 22(a) shall not (i) increase Sublessee's monetary obligations under this Sublease, (ii) increase Sublessee's non-monetary
obligations under this Sublease or (iii) diminish Sublessee's rights under this Sublease. If any new Facility Mortgage Documents to be
executed by Sublessor or any Affiliate of Sublessor would impose on Sublessee any obligations under this Section 22(a) (provided
that all such obligations shall comply with the restrictions set forth in the immediately preceding sentence), Sublessor shall provide
copies of the same to Sublessee for informational purposes (but not for Sublessee's approval) prior to the execution and delivery
thereof by Sublessor or any Affiliate of Sublessor.

HZNW/493788_2.doc/3583-1
17

Source: ADCARE HEALTH SYSTEMS, INC, 10-K, March 31, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



(c) During the Term, Sublessee acknowledges and agrees that, except as expressly provided elsewhere in
this Sublease, it shall undertake at its own cost and expense the performance of any and all repairs, replacements, capital
improvements, maintenance items and all other requirements relating to the condition of a Facility that are required by any Facility
Mortgage Documents, and Sublessee shall be solely responsible and hereby covenants to fund and maintain any and all impound,
escrow or other reserve or similar accounts required under any Facility Mortgage Documents as security for or otherwise relating to
any operating expenses of a Facility, including any capital repair or replacement reserves and/or impounds or escrow accounts for
Taxes or insurance premiums (each a "Facility Mortgage Reserve Account"); provided, however, this Section 22(b) shall not (i)
increase Sublessee's monetary obligations under this Sublease, (ii) increase Sublessee's non-monetary obligations under this Sublease,
or (iii) diminish Sublessee's rights under this Sublease. During the Term of this Sublease and provided that no Event of Default shall
have occurred and be continuing hereunder, Sublessee shall, subject to the terms and conditions of such Facility Mortgage Reserve
Account and the requirements of the Facility Mortgagee(s) thereunder, have access to and the right to apply or use (including for
reimbursement) to the same extent of Sublessor all monies held in each such Facility Mortgage Reserve Account for the purposes and
subject to the limitations for which such Facility Mortgage Reserve Account is maintained, and Sublessor agrees to reasonably
cooperate with Sublessee in connection therewith.

23. Cooperation.        Sublessee agrees that should Sublessor and Sublessor's Affiliates desire to consolidate all of their
Subleases with Sublessee and Sublessee's Affiliates into one master Sublease, Sublessee shall cooperate with Sublessor and
Sublessor's Affiliates in so documenting such consolidation.

24. Miscellaneous.    This Sublease has been freely and fairly negotiated, and all provisions shall be interpreted
according to their fair meaning and shall not be strictly construed against any party. While nothing contained in this Sublease should
be deemed or construed to constitute an extension of credit by Sublessor to Sublessee, if a portion of any payment made to Sublessor
is deemed to violate any applicable laws regarding usury, such portion shall be held by Sublessor to pay the future obligations of
Sublessee as such obligations arise and if Sublessee discharges and performs all obligations hereunder, such funds will be reimbursed
(without interest) to Sublessee on the Termination Date. If any part of this Sublease shall be determined to be invalid or
unenforceable, the remainder shall nevertheless continue in full force and effect. Time is of the essence, and whenever action must be
taken (including the giving of notice or the delivery of documents) hereunder during a certain period of time or by a particular date
that ends or occurs on a Saturday, Sunday or federal holiday, then such period or date shall be extended until the immediately
following business day. Whenever the words "including", "include" or "includes" are used in this Sublease, they shall be interpreted
in a non-exclusive manner as though the words "without limitation" immediately followed. Whenever the words day or days are used
in this Sublease, they shall mean "calendar day" o r "calendar days" unless expressly provided to the contrary. The titles and
headings in this Sublease are for convenience of reference only and shall not in any way affect the meaning or construction of any
provision. Unless otherwise expressly provided, references to any "Section" mean a section of this Sublease (including all
subsections), to any "Exhibit" or "Schedule" mean an exhibit or schedule attached hereto or to "Medicare" or "Medicaid'"include any
successor program. If more than one Person is Sublessee hereunder, their liability and obligations hereunder shall be joint and several.
Promptly upon the request of either party and at its expense, the parties shall prepare, enter into and record
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a suitable short form memorandum of this Sublease. This Sublease (a) contains the entire agreement of the parties as to the subject
matter hereof and supersedes all prior or contemporaneous verbal or written agreements or understandings, (b) may be executed in
several counterparts, each of which shall be deemed an original, but all of which shall constitute one and the same document, (c) may
only be amended by a writing executed by the parties, (d) shall inure to the benefit of and be binding upon the successors and
permitted assigns of the parties, (e) shall be governed by and construed and enforced in accordance with the internal laws of the State
of Georgia, and (f) incorporates by this reference any Exhibits and Schedules attached hereto.

25. Non-Disturbance and Attornment.    If the Lease Agreement shall expire or terminate during the term of this
Sublease for any reason other than condemnation or destruction by fire or other casualty, or if Sublessor shall surrender the Lease
Agreement to Landlord during the term of this Sublease, Landlord shall continue this Sublease with the same force and effect as if
Landlord as lessor and Sublessee as lessee had entered into a lease as of such effective date for a term equal to the then unexpired
term of this Sublease and containing the same provisions as those contained in this Sublease, provided that (i) the Lease Agreement
was terminated pursuant to Sublessor's default under the Lease Agreement, (ii) the default is of such a type that Sublessee can cure,
and (iii) Sublessee in fact cures such default within thirty (30) days, where possible, or within a reasonable amount of time. In such
event, Sublessor shall promptly transfer the security deposit described in Section 3 of this Sublease to Landlord prior to this Sublease
continuing as a direct lease. If Landlord continues this Sublease, Sublessee shall attorn to Landlord and Landlord and Sublessee shall
have the same rights, obligations and remedies thereunder as were had by Sublessor and Sublessee hereunder prior to such effective
date, respectively, except that in no event shall Landlord be (i) liable for any act or omission by Sublessor, (ii) subject to any offsets or
defenses which Sublessee had or might have against Sublessor, or (iii) bound by (A) any previous modification of the Sublease not
consented to in writing by Landlord or (B) by any Rent, Taxes, Other Charges and/or additional rent or other payment paid by
Sublessee to Sublessor in advance.

26. Lease Agreement.        This Sublease is subject and subordinate to the Lease Agreement. As and to the extent
hereinbefore provided, all applicable terms and conditions of the Lease Agreement are incorporated into and made a part of this
Sublease as if Sublessee were the lessee under the Lease Agreement. Unless expressly provided for in this Sublease to the contrary,
Sublessee assumes and agrees to perform the Sublessor's obligations under the Lease Agreement during the term of this Sublease,
except that the obligation to pay rent to Landlord under the Lease Agreement shall remain the obligation of Sublessor. Sublessee shall
not cause or suffer any act of negligence that will violate any of the provisions of the Lease Agreement. If the Lease Agreement
terminates for any reason, this Sublease shall terminate and the parties shall be relieved from all liabilities and obligations under this
Sublease; provided, however, that if this Sublease is terminated by Landlord due to a default of Sublessor or Sublessee under the
Lease Agreement or under this Sublease, the defaulting party shall be liable to the non defaulting party for all damage suffered by the
non-defaulting party as a result of the termination. Sublessee shall provide copies of all reports required under the Lease Agreement
and the Facility Mortgage Documents to Sublessor and to Landlord.
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IN WITNESS WHEREOF, this Sublease has been executed by Sublessor and Sublessee as of the date first written above.

                        
                        

Sublessor:
  

CP NURSING, LLC
a Georgia limited liability company
  

  

  

By: /s/ William McBride, III
Name: William McBride, III
Its: Manager

    
                        

Sublessee:
  

C.R. OF COLLEGE PARK, LLC
a Georgia limited liability company
  

  

  

By: /s/ Michael E. Winget Sr
Name: Michael E. Winget Sr
Its: Manager

     

     

THE UNDERSIGNED AGREES TO BE BOUND BY ARTICLE 25:
     

  CP PROPERTY HOLDINGS, LLC,
  a Georgia limited liability company
     

  By: /s/ William McBride, III  

  Name: William McBride, III  

  Its: Manager  
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EXHIBIT "A-1"

[Survey Legal]

ALL THAT TRACT OR PARCEL OF LAND LYING IN AND BEING IN LAND LOT 160 OF THE 14TH DISTRICT OF
FULTON COUNTY, CITY OF COLLEGE PARK GEORGIA AND BEING MORE PARTICULARLY DESCRIBED AS
FOLLOWS;

BEGINNING AT A NAIL SET AT THE INTERSECTION OF THE NORTHERLY RIGHT OF WAY OF TEMPLE AVENUE
(HAVING A 40 FOOT PUBLIC RIGHT OF WAY) AND THE WESTERLY RIGHT OF WAY OF JEFFERSON STREET
(HAVING A 40 FOOT PUBLIC RIGHT OF WAY), SAID POINT BEING THE TRUE POINT OF BEGINNING:

THENCE ALONG THE SAID RIGHT OF WAY OF TEMPLE AVENUE N 88°10'14' W A DISTANCE OF
243.35' TO AN IRON PIN SET, THENCE LEAVING THE SAID RIGHT OF WAY AND CONTINUING N 00°55’10” E A
DISTANCE OF 189.37’ TO AN IRON PIN SET, THENCE S 87°59’00” E A DISTANCE OF 245.71’ TO AN IRON PIN SET
AT THE RIGHT OF WAY OF JEFFERSON STREET; THENCE ALONG THE SAID RIGHT OF WAY S 01°37’54” W A
DISTANCE OF 188.55’ TO A NAIL SET, WHICH IS THE TRUWE POINT OF BEGINNING.

SAID TRACT OR PARCEL Of LAND CONTAINS 1.081 ACRES AND IS DEPICTED AS TRACT l ON A PLAT OF
SURVEY PREPARED BY LANDPRO SURVEYING AND MAPPING, INC, DATED FEBRUARY 14, 2011.
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EXHIBIT A-2
SUBLESSOR PERSONAL PROPERTY

"Sublessor Personal Property" means: (i) all personal property used in the operation or management of the Facility, including

machinery, equipment, furniture, furnishings, beds, computers, signage, trade fixtures or other personal property and consumable

inventory and supplies, including any and all such personal property replaced by Sublessee or required by the state in which the

Facility is located or any other governmental entity to operate the Facility, and (ii) all site plans, surveys, soil and substrata studies,

architectural drawings, plans and specifications, engineering plans and studies, floor plans, landscape plans, and other plans and

studies that relate to the Facilities; provided, however, that Sublessor Personal Property shall not include: (a) any vehicles or

computer software used in connection with the operation of the Facilities, or (b) any equipment Subleased by Sublessee from third

parties, which equipment is not a replacement of what would otherwise be Sublessor Personal Property.
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  EXHIBIT "B"   

  CERTAIN DEFINITIONS   
For purposes of this Sublease, the following terms and words shall have the specified meanings:
"Affiliate" shall mean with respect to any Person, any other Person which Controls, is Controlled by or is under common Control

with the first Person.

"Control" shall mean, as applied to any Person, the possession, directly or indirectly, of the power to direct the management and
policies of that Person, whether through ownership, voting control by contract or otherwise.

"Environmental Activities" shall mean the use, generation, transportation, handling, discharge, production, treatment, storage,
reSublease or disposal of any Hazardous Materials at any time to or from any portion of the Premises or located on or present on or
under any portion of the Premises.

"Facility Mortgage" shall mean any mortgage, deed of trust or other security agreement or lien encumbering the Premises or any
portion thereof and securing an indebtedness of Sublessor or any Affiliate of Sublessor or any ground, building or similar Sublease or
other title retention agreement to which the Premises or any portion thereof is subject from time to time.

"Facility Mortgagee" shall mean the holder or beneficiary of a Facility Mortgage and any other rights of the lender, credit party or
lessor under the applicable Facility Mortgage Documents.

"Facility Mortgage Documents" shall mean with respect to each Facility Mortgage and Facility Mortgagee, the applicable Facility
Mortgage, loan o r credit agreement, Sublease, note, collateral assignment instruments, guarantees, indemnity agreements and other
documents or instruments evidencing, securing or otherwise relating to the loan made, credit extended, Sublease or other financing
vehicle pursuant thereto.

"Hazardous Materials" shall mean (a) any petroleum products and/or by-products (including any fraction thereof), flammable
substances, explosives, radioactive materials, hazardous o r toxic wastes, substances or materials, known carcinogens or any other
materials, contaminants or pollutants which pose a hazard to any portion of the Premises or to Persons on or about any portion of the
Premises or cause any portion of the Premises to be in violation of any Hazardous Materials Laws; (b) asbestos in any form which is
friable; (c) urea formaldehyde in foam insulation or any other form; (d) transformers or other equipment which contain dielectric fluid
containing levels of polychlorinated biphenyls in excess of fifty (50) parts per million or any other more restrictive standard then
prevailing; (e) medical wastes and biohazards not disposed of in accordance with applicable law; (t) radon gas; and (g) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by any governmental authority or may or could
pose a hazard to the health and safety of the occupants of any portion of the Premises or the owners and/or occupants of property
adjacent to or surrounding any portion of the Premises, including, without limitation, any materials or substances that are listed in the
United States Department of Transportation Hazardous Materials Table (49 CFR 172.101) as amended from time to time.

"Hazardous Materials Claims" shall mean any and all enforcement, clean u p , removal o r other governmental or regulatory
actions or orders threatened, instituted or completed pursuant to any Hazardous Material Laws, together with all claims made or
threatened by any third party against any portion of the Premises, Sublessor or Sublessee relating to damage, contribution, cost recovery
compensation, loss or injury resulting from any Hazardous Materials.

"Hazardous Materials Laws" shall mean a n y ordinances, regulations, ru les, orders, guidelines or policies relating to the
environment, health and safety, Environmental Activities, Hazardous Materials, air and water quality, waste and other environmental
matters.

"Person" shall mean any individual, partnership, association, corporation, limited liability company or other entity.
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  EXHIBIT C-1   

  FAIR MARKET RENTAL   

"Fair Market Rental"means, as of the date of determination, the fair market rental of the Premises at its highest and best use,
operated as a business consistent with the business to be operated pursuant to the terms of this Sublease, that a willing, comparable,
non-equity Sublessee (excluding release and assignment transactions) would pay, and a willing, comparable Sublessor of a comparable
building located in the area in applicable geographical areas would accept, at arm's length, for buildings of comparable size and quality
as the Premises, taking into account the age, quality and layout of the existing improvements in the Premises and taking into account
items that professional real estate appraisers customarily consider, including, but not limited to, rental rates, availability of competing
facilities, Sublessee size and any Sublease concessions, if any, then being charged or granted by Sublessor or the lessors of such similar
facilities. The Fair Market Rental shall be in such amount as agreed to by the parties, or failing such agreement within ten (10) days of
such date, as established pursuant to the following appraisal process.

Each party shall within ten ( 10) days after written demand by the other select one MAI Appraiser to participate in the determination
of Fair Market Rental. Within ten ( 10) days of such selection, the MAI Appraisers so selected by the parties shall select a third (3rd)
MAI Appraiser. The three (3) selected MAI Appraisers shall each determine the Fair Market Rental of the Premises or applicable portion
thereof within thirty (30) days of the selection of the third appraiser. Sublessee shall pay the fees and expenses of any MAI Appraiser
retained pursuant to this Exhibit.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser selected
by the other party shall alone determine the Fair Market Rental of the Premises in accordance with the provisions of this Exhibit and the
Fair Market Rental so determined shall be binding upon the parties. If the MAI Appraisers selected by the parties are unable to agree
upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing paragraph, either party shall have the right to apply at
Sublessee's expense to the presiding judge of the court of original trial jurisdiction in the county in which the Premises or applicable
portion thereof are located to name the third (3rd) MAI Appraiser.

Within five (5) days after completion of the third (3rd) MAI Appraiser's appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the Fair Market Rental of the Premises or applicable portion thereof. If a
majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and their total
divided by three (3). The resulting quotient shall be the Fair Market Rental. If, however, either or both of the low appraisal or the high
appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall be
disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided by
two (2), and the resulting quotient shall be the Fair Market Rental. If both the lower appraisal and higher appraisal are disregarded as
provided herein, the middle appraisal shall be the Fair Market Rental. In any event, the result of the foregoing appraisal process shall be
final and binding.

"MAI Appraiser" shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and holds the Appraisal Institute's MAI designation, or, if such organization no longer exists or certifies
appraisers, such successor organization or such other organization as is approved by Sublessor.
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EXHIBIT C-2
[SUBLESSOR'S WIRE INSTRUCTIONS]
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EXHIBIT "D"
FINANCIAL, MANAGEMENT AND REGULATORY REPORTS

REPORT DUE DATE
Monthly financial reports concerning the Business at the Facility consisting
of:

Thirty (30) days after the end of each
calendar month

(1) a reasonably detailed income statement showing, among other things,
gross revenues;

(2) total patient days;
(3) occupancy; and
(4) payor mix
(All via email to financials@adcarehealth.com)
Quarterly consolidated or combined financial statements of Sublessee and any
Guarantor

Thirty (30) days after the end of each of the
first three quarters of the fiscal year of
Sublessee and such Guarantor(via email to financials@adcarehealth.com)

Annual consolidated or combined financial statements of Sublessee and any
Guarantor audited by a reputable certified public accounting firm (via email to
financials@adcarehealth.com)

Ninety (90) days after the fiscal year end of
Sublessee and such Guarantor

Regulatory reports with respect to the Facility, as follows:

Five (5) business days after receipt

(1) all federal, state and local licensing and reimbursement certification
surveys, inspection and other reports received by Sublessee as to any
portion of the Premises and any portion of the Business, including state
department of health licensing surveys;

(2) Medicare and Medicaid certification surveys; and
(3) life safety code reports.  

Reports of regulatory violations,
by written notice of the following:

Two (2) business days after receipt

(1) any violation of any federal, state or local licensing or reimbursement
certification statute or regulation, including Medicare or Medicaid;

(2) any suspension, termination or restriction placed upon Sublessee or any
portion of the Premises, the operation of any portion of the Business or
the ability to admit residents or patients; or

(3) any violation of any other permit, approval or certification in connection
with any portion of the Premises or any portion of the Business, by any
federal, state or local authority, including Medicare or Medicaid.

Cost Reports Fifteen (15) days after filing
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EXHIBIT "E"
FAIR MARKET VALUE

"Fair Market Value" means the fair market value of the Premises and/or Facility or applicable portion thereof on a specified
date as agreed to by the parties, or failing such agreement within ten (10) days of such date, as established pursuant the following
appraisal process. Each party shall within ten (10) days after written demand by the other party select one MAI Appraiser to participate
in the determination of Fair Market Value. For all purposes under this Sublease, the Fair Market Value shall be the fair market value of
the Premises and/or Facility or applicable portion thereof unencumbered by this Sublease. Within ten (10) days of such selection, the
MAI Appraisers so selected by the parties shall select a third (3rd) MAI Appraiser. The three (3) selected MAI Appraisers shall each
determine the Fair Market Value of the Premises and/or Facility or applicable portion thereof within thirty (30) days of the selection of
the third appraiser. To the extent consistent with sound appraisal practices as then existing at the time of any such appraisal, and if
requested by Sublessor, such appraisal shall be made on a basis consistent with the basis on which the Premises and/or Facility or
applicable portion thereof were appraised at the time of their acquisition by Sublessor. Sublessee shall pay the fees and expenses of any
MAI Appraiser it retains pursuant to this Exhibit. Sublessor shall pay the fees and expenses of any MAI Appraiser it retains pursuant to
this Exhibit. Each party shall pay half the fees and expenses of the third MAI Appraiser selected by the respective MAI Appraisers
selected by each of the parties.

If either party fails to select a MAI Appraiser within the time period set forth in the foregoing paragraph, the MAI Appraiser
selected by the other party shall alone determine the fair market value of the Premises and/or Facility or applicable portion thereof in
accordance with the provisions of this Exhibit and the Fair Market Value so determined shall be binding upon the parties. If the MAI
Appraisers selected by the parties are unable to agree upon a third (3rd) MAI Appraiser within the time period set forth in the foregoing
paragraph, either party shall have the right to apply to the presiding judge of the court of original trial jurisdiction in the county in
which the Premises and/or Facility or applicable portion thereof are located to name the third (3rd) MAI Appraiser. The cost of such
application to the presiding judge shall be equally shared by the parties.

Within five (5) days after completion of the third (3rd) MAI Appraiser's appraisal, all three (3) MAI Appraisers shall meet and a
majority of the MAI Appraisers shall attempt to determine the fair market value of the Premises and/or Facility or applicable portion
thereof. If a majority are unable to determine the fair market value at such meeting, the three (3) appraisals shall be added together and
their total divided by three (3). The resulting quotient shall be the Fair Market Value. If, however, either or both of the low appraisal or
the high appraisal are more than ten percent (10%) lower or higher than the middle appraisal, any such lower or higher appraisal shall
be disregarded. If only one (1) appraisal is disregarded, the remaining two (2) appraisals shall be added together and their total divided
by two (2), and the resulting quotient shall be such Fair Market Value. If both the lower appraisal and higher appraisal are disregarded
as provided herein, the middle appraisal shall be such Fair Market Value. In any event, the result of the foregoing appraisal process
shall be final and binding.

"MAI Appraiser" shall mean an appraiser licensed or otherwise qualified to do business in the state(s) where the Premises or
applicable portion thereof are located and who has substantial experience in performing appraisals of facilities similar to the Premises or
applicable portion thereof and is certified as a member of the American Institute of Real Estate Appraisers or certified as a SRPA by the
Society of Real Estate Appraisers, or, if such organizations no longer exist or certify appraisers, such successor organization or such
other organization as is approved by Sublessor.
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EXHIBIT 21.1

Entity  Jurisdiction of Organization

1155 Hembree II, LLC  Georgia
2014 HUD Master Tenant, LLC  Georgia
ADK Administrative Property, LLC  Georgia
ADK Bonterra/Parkview, LLC  Georgia
ADK Georgia, LLC  Georgia
ADK Hembree Road Property, LLC  Georgia
ADK LaGrange Operator, LLC  Georgia
ADK Lumber City Operator, LLC  Georgia
ADK Oceanside Operator, LLC  Georgia
ADK Powder Springs Operator, LLC  Georgia
ADK Savannah Beach Operator, LLC  Georgia
ADK Thomasville Operator, LLC  Georgia
ADK Thunderbolt Operator, LLC  Georgia
APH&R Nursing, LLC  Georgia
APH&R Property Holdings, LLC  Georgia
AdCare Administrative Services, LLC  Georgia
AdCare Consulting, LLC  Georgia
AdCare Employee Leasing, LLC  Georgia
AdCare Financial Management, LLC  Georgia
AdCare Health Systems, Inc.  Georgia
AdCare Oklahoma Management, LLC  Georgia
AdCare Operations, LLC  Georgia
AdCare Property Holdings, LLC  Ohio
Attalla Nursing ADK, LLC  Georgia
Attalla Property Holdings, LLC  Georgia
Benton Nursing, LLC  Georgia
Benton Property Holdings, LLC  Georgia
CP Nursing, LLC  Georgia
CP Property Holdings, LLC  Georgia
CSCC Nursing, LLC  Georgia
CSCC Property Holdings, LLC  Georgia
Coosa Nursing ADK, LLC  Georgia
Eaglewood Property Holdings, LLC  Georgia
Erin Nursing, LLC  Georgia
Erin Property Holdings, LLC  Georgia
Georgetown HC&R Nursing, LLC  Georgia
Georgetown HC&R Property Holdings, LLC  Georgia
Glenvue H&R Nursing, LLC  Georgia
Glenvue H&R Property Holdings, LLC  Georgia
Hearth & Care of Greenfield, LLC  Ohio
Hearth & Home of Ohio, Inc.  Ohio
Home Office Property Holdings, LLC  Georgia
Homestead Nursing, LLC  Georgia
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Homestead Property Holdings, LLC  Georgia
KD HUD Master Tenant 2014, LLC  Georgia
Little Rock HC&R Nursing, LLC  Georgia
Little Rock HC&R Property Holdings, LLC  Georgia
Mountain Top Property Holdings, LLC  Georgia
Mountain Trace Nursing ADK, LLC  Ohio
Mountain View Nursing, LLC  Georgia
Mt. Kenn Nursing, LLC  Georgia
Mt. Kenn Property Holdings, LLC  Georgia
Mt. V Property Holdings, LLC  Georgia
NW 61st Nursing, LLC  Georgia
Northridge HC&R Nursing, LLC  Georgia
Northridge HC&R Property Holdings, LLC  Georgia
Northwest Property Holdings, LLC  Georgia
Park Heritage Nursing, LLC  Georgia
Park Heritage Property Holdings, LLC  Georgia
QC Nursing, LLC  Georgia
QC Property Holdings, LLC  Georgia
Rose Missouri Nursing, LLC  Georgia
Sumter N&R, LLC  Georgia
Sumter Valley Property Holdings, LLC  Georgia
The Pavilion Care Center, LLC  Ohio
Valley River Nursing, LLC  Georgia
Valley River Property Holdings, LLC  Georgia
Woodland Hills HC Nursing, LLC  Georgia
Woodland Hills HC Property Holdings, LLC  Georgia
Woodland Manor Nursing, LLC  Georgia
Woodland Manor Property Holdings, LLC  Georgia
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EXHIBIT 23.1

Consent of Independent Registered Public Accounting Firm

The Board of Directors

AdCare Health Systems, Inc. and subsidiaries:

We consent to the incorporation by reference in the registration statements (No. 333-184462 and 333-177531 on Form S-8 and No.
333-184534, 333-201462, 333-196670, 333-193155, 333-183912, 333-171184, 333-
166488, and 333-175541 on Form S-3) of AdCare Health Systems, Inc. and subsidiaries of our report dated March 31, 2015, with
respect to the consolidated balance sheets of AdCare Health Systems, Inc. and subsidiaries as of December 31, 2014 and 2013, and the
related consolidated statements of operations, stockholders’ equity, and cash flows, for the years then ended, which report appears in
the December 31, 2014 annual report on Form 10-K of AdCare Health Systems, Inc. and subsidiaries.

/s/ KPMG LLP

Atlanta, Georgia

March 31, 2015
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Exhibit 31.1
 

CERTIFICATIONS
 

I, William McBride III, certify that:
 
1.              I have reviewed this annual report on Form 10-K of AdCare Health Systems, Inc.;
 
2.              Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3.              Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4.              The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15 d-15(f)) for
the registrant and have:
 

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
 
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
 
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting.
 

5.              The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
 

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

 

March 31, 2015 By /s/ William McBride III
Chief Executive Officer
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Exhibit 31.2
 

CERTIFICATIONS
 

I, Sheryl A. Wolf, certify that:
 
1.              I have reviewed this annual report on Form 10-K of AdCare Health Systems, Inc.;
 
2.              Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3.              Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4.              The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15 d-15(f)) for
the registrant and have:
 

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
 
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
 
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting.
 

5.              The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
 

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

 

March 31, 2015 By /s/ Sheryl A. Wolf
Chief Accounting Officer (Principal Financial Officer)
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Exhibit 32.1
 

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADDED BY

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

In connection with the Annual Report of AdCare Health Systems, Inc. (the “Company”) on Form 10-K for the year ended December 31, 2014 as filed
with the Securities and Exchange Commission (the “Report”), I, William McBride III, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
§ 1350, as added by § 906 of the Sarbanes-Oxley Act of 2002, that:
 

1.              The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2.              To my knowledge, the information contained in the Report fairly presents, in all material respects, the financial condition and results of

operations of the Company as of and for the period covered by the Report.
 
 

March 31, 2015 By: /s/ WILLIAM MCBRIDE III
William McBride III
Chief Executive Officer
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Exhibit 32.2
 

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADDED BY

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

In connection with the Annual Report of AdCare Health Systems, Inc. (the “Company”) on Form 10-K for the period ended December 31, 2014 as filed
with the Securities and Exchange Commission (the “Report”), I, Sheryl A. Wolf, Chief Accounting Officer (principal financial officer) of the Company,
certify, pursuant to 18 U.S.C. § 1350, as added by § 906 of the Sarbanes-Oxley Act of 2002, that:
 

1.              The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2.              To my knowledge, the information contained in the Report fairly presents, in all material respects, the financial condition and results of

operations of the Company as of and for the period covered by the Report.
 
 

March 31, 2015 By: /s/ SHERYL A. WOLF
Sheryl A. Wolf
Chief Accounting Officer (Principal Financial Officer)
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