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The Illinois Finance Authority (the “Authority”) is issuing its $122,550,000 Revenue Bonds, Series 2017 
(Friendship Village of Schaumburg) (the “Series 2017 Bonds”).  The Series 2017 Bonds are issuable in authorized 
denominations of $100,000 or any integral multiple of $5,000 in excess thereof.  Principal of and interest on the Series 
2017 Bonds will be paid from moneys available therefor under the Bond Trust Indenture dated as of December 1, 2017 
(the “Bond Indenture”) between UMB Bank, National Association, as Bond Trustee, and the Authority.  Principal of 
and interest on the Series 2017 Bonds are payable on each February 15 and August 15, commencing February 15, 2018.

The Series 2017 Bonds are subject to redemption prior to maturity as described herein.

The Series 2017 Bonds are limited obligations of the Authority, secured under the provisions of the Master 
Indenture and Bond Indenture as further described herein, and will be equally and ratably payable from payments to 
be made by the Corporation named herein under the Loan Agreement described herein and certain funds held under 
the Bond Indenture.
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MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, YIELDS, PRICES AND CUSIPS* 
 

Maturity Date 
(February 15) Principal Amount Interest Rate Yield Price CUSIP 

2019 $2,360,000 4.000% 3.190% 100.889 45204EA81 
2020 2,455,000 4.000 3.460 101.096 45204EA99 
2021 2,555,000 5.000 3.590 104.135 45204EB23 
2022 2,680,000 5.000 3.710 104.893 45204EB31 

 

$15,550,000 5.000% Term Bonds Due February 15, 2027, Yield: 4.500%, Price: 103.704%, CUSIP: 45204EA57 

$45,185,000 5.000% Term Bonds Due February 15, 2037, Yield: 5.125%, Price: 98.481%, CUSIP: 45204EA65 

$51,765,000 5.125% Term Bonds Due February 15, 2045, Yield: 5.250%, Price: 98.196%, CUSIP: 45204EA73 

                                                 
* CUSIP is a registered trademark of American Bankers Association. CUSIP data herein is provided by CUSIP Global Services, which is managed on 

behalf of the American Bankers Association by S&P Capital IQ, a division of McGraw-Hill Financial, Inc. Neither the Authority, the Obligated 
Group nor the Underwriter is responsible for the selection or correctness of the CUSIP numbers set forth above. 



REGARDING USE OF THIS OFFICIAL STATEMENT 

No dealer, broker, sales representative or other person has been authorized by the Authority, the 
Corporation or the Underwriter to give any information or to make any representations, other than those 
contained in this Official Statement, and, if given or made, such other information or representations must not be 
relied upon as having been authorized by any of the foregoing.  Statements contained in this Official Statement 
which involve estimates, forecasts or matters of opinion, whether or not expressly so described herein, are 
intended solely as such and are not to be construed as a representation of fact.  The information and expressions 
of opinion contained herein are subject to change without notice and neither the delivery of this Official 
Statement nor any sale made hereunder shall under any circumstances create any implication that there has been 
no change in the affairs of the Authority or the Corporation since the date hereof. 

This Official Statement does not constitute an offer to sell or a solicitation of an offer to buy nor shall 
there be any sale of the Series 2017 Bonds by any person in any jurisdiction in which it is unlawful to make such 
offer, solicitation or sale.  This Official Statement is not to be construed as a contract with the purchasers of the 
Series 2017 Bonds. 

The information set forth herein relating to the Authority under the headings “THE AUTHORITY” 
and “LITIGATION - The Authority” has been obtained from the Authority.  All other information herein has 
been provided by the Corporation or obtained by the Corporation from sources deemed by the Corporation to be 
reliable, and is not to be construed as a representation by the Authority or Underwriter.  The Authority has not 
reviewed or approved any information in this Official Statement except information relating to the Authority 
under the headings “THE AUTHORITY” and “LITIGATION – The Authority.” 

The Underwriter has provided the following sentence for inclusion in this Official Statement:  The 
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its 
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this 
transaction, but the Underwriter does not guarantee the accuracy or completeness of such information. 

IN CONNECTION WITH THE OFFERING OF THE SERIES 2017 BONDS, THE UNDERWRITER 
MAY OVER ALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET 
PRICE OF THE SERIES 2017 BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE 
PREVAIL IN THE OPEN MARKET.  SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED 
AT ANY TIME. 

THE SERIES 2017 BONDS HAVE NOT BEEN REGISTERED WITH THE UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES ACT OF 1933, AS 
AMENDED, NOR HAS THE BOND INDENTURE OR THE MASTER INDENTURE BEEN QUALIFIED 
UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON EXEMPTIONS 
CONTAINED IN SUCH ACTS.  IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY 
ON THEIR OWN EXAMINATION OF THE OBLIGATED GROUP AND THE TERMS OF THE 
OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED.  THE SERIES 2017 BONDS HAVE 
NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR 
REGULATORY AUTHORITY.  FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT 
CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT.  ANY 
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

References to web site addresses herein are for informational purposes only and may be in the form of a 
hyperlink solely for the reader’s convenience.  Unless specified otherwise, such web sites and the information or 
links contained therein are not incorporated into and are not a part of this Official Statement. 

CUSIP numbers are included in this Official Statement for the convenience of the holders and potential 
holders of the Bonds.  No assurance can be given that the CUSIP numbers will remain the same after the date of 
issuance and delivery of the Series 2017 Bonds. 
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CAUTIONARY STATEMENTS REGARDING FORWARD-LOOKING STATEMENTS IN THIS 
OFFICIAL STATEMENT 

 
Certain statements included or incorporated by reference in this Official Statement constitute 

“forward-looking” statements within the meaning of the United States Private Securities Litigation 
Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and 
Section 27A of the United States Securities Act of 1933, as amended.  Such statements are generally 
identifiable by the terminology used such as “plan,” “expect,” “estimate,” “budget” or other similar 
words.  Such forward-looking statements include, but are not limited to, certain statements contained in 
Appendix A herein. 

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED 
IN SUCH FORWARD-LOOKING STATEMENTS INVOLVES KNOWN AND UNKNOWN RISKS, 
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, 
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM 
ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY 
SUCH FORWARD-LOOKING STATEMENTS.  INCLUDED IN SUCH RISKS AND 
UNCERTAINTIES ARE (i) THOSE RELATING TO THE POSSIBLE INVALIDITY OF THE 
UNDERLYING ASSUMPTIONS AND ESTIMATES, (ii) POSSIBLE CHANGES OR 
DEVELOPMENTS IN SOCIAL, ECONOMIC, BUSINESS, INDUSTRY, MARKET, LEGAL AND 
REGULATORY CIRCUMSTANCES, (iii) CONDITIONS AND ACTIONS TAKEN OR OMITTED TO 
BE TAKEN BY THIRD PARTIES, INCLUDING CUSTOMERS, SUPPLIERS, BUSINESS 
PARTNERS AND COMPETITORS, AND LEGISLATIVE, JUDICIAL AND OTHER 
GOVERNMENTAL AUTHORITIES AND OFFICIALS AND (iv) THE RISKS SET FORTH UNDER 
THE CAPTION “BONDHOLDERS’ RISKS.”  ASSUMPTIONS RELATED TO THE FOREGOING 
INVOLVE JUDGMENTS WITH RESPECT TO, AMONG OTHER THINGS, FUTURE ECONOMIC, 
COMPETITIVE, AND MARKET CONDITIONS AND FUTURE BUSINESS DECISIONS, ALL OF 
WHICH ARE DIFFICULT OR IMPOSSIBLE TO PREDICT ACCURATELY.  FOR THESE 
REASONS, THERE CAN BE NO ASSURANCE THAT THE FORWARD-LOOKING STATEMENTS 
INCLUDED IN THIS OFFICIAL STATEMENT WILL PROVE TO BE ACCURATE. 

UNDUE RELIANCE SHOULD NOT BE PLACED ON FORWARD-LOOKING 
STATEMENTS.  ALL FORWARD-LOOKING STATEMENTS INCLUDED IN THIS OFFICIAL 
STATEMENT ARE BASED ON INFORMATION AVAILABLE TO THE MEMBERS OF THE 
OBLIGATED GROUP ON THE DATE HEREOF, AND THE OBLIGATED GROUP DOES NOT 
ASSUME ANY OBLIGATION TO UPDATE ANY SUCH FORWARD-LOOKING 
STATEMENTS IF OR WHEN THE EXPECTATIONS OR EVENTS, CONDITIONS OR 
CIRCUMSTANCES ON WHICH SUCH STATEMENTS ARE BASED OCCUR OR FAIL TO 
OCCUR, OTHER THAN AS INDICATED UNDER THE CAPTION “FINANCIAL REPORTING 
AND CONTINUING DISCLOSURE – Continuing Disclosure.”  
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SUMMARY STATEMENT 

The information set forth in this Summary Statement is subject in all respects to more complete 
information set forth elsewhere in this Official Statement, which should be read in its entirety.  The 
offering of the Series 2017 Bonds to potential investors is made only by means of this entire Official 
Statement.  No person is authorized to detach this Summary Statement from this Official Statement or 
otherwise to use it without this entire Official Statement.  For the definitions of certain words and terms 
used in this Summary Statement, see “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE AND THE MORTGAGE – Definitions of Certain Terms” in Appendix C and 
“SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE AND THE LOAN 
AGREEMENT – Definitions of Certain Terms” in Appendix D. 

The Authority 

The Illinois Finance Authority (the “Authority”) is a body politic and corporate of the State of 
Illinois.  The Authority was created under the Illinois Finance Authority Act, as amended (the “Act”). 

The Corporation and the Obligated Group 

Evangelical Retirement Homes of Greater Chicago, Incorporated, doing business as Friendship 
Village of Schaumburg, an Illinois not for profit corporation (the “Corporation”), is the sole member of 
the Obligated Group (as described below) and is an Illinois not for profit corporation.  The Corporation 
has received a determination letter from the Internal Revenue Service stating that it is an organization 
described in Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Code”), and is 
exempt from federal income taxation under Section 501(a) of the Code.  The Corporation was organized 
in 1974 by a group of Christian ministers and business people to fulfill the community’s moral and social 
obligation to the elderly. The Corporation operates a continuing care retirement community consisting of 
approximately 28 independent living garden homes, 574 independent living apartments, 87 assisted living 
units, 25 memory support assisted living units and a 248-bed skilled nursing facility located on a 60-acre 
campus in suburban Schaumburg, approximately 32 miles from downtown Chicago (the “Community”).   

Further information regarding the Corporation and the Community is included in Appendix A 
hereto.  The Authority makes no warranty or representation, whether express or implied, with respect to 
the Community or the location, use, operation, design, workmanship, merchantability, fitness, suitability 
or use for particular purpose, condition or durability thereof or title thereto.   

The Series 2017 Bonds 

The Authority proposes to issue its Revenue Bonds, Series 2017 (Friendship Village of 
Schaumburg) in the aggregate principal amount of $122,550,000 (the “Series 2017 Bonds”). 

The Series 2017 Bonds will be issued and secured under a Bond Trust Indenture dated as of 
December 1, 2017 (the “Bond Indenture”) between the Authority and UMB Bank, National Association, 
as bond trustee (the “Bond Trustee”).  The Authority will loan the proceeds of the Series 2017 Bonds to 
the Corporation pursuant to a Loan Agreement dated as of December 1, 2017 (the “Loan Agreement”) 
between the Authority and the Corporation. 

Purpose of the Series 2017 Bonds 

The Corporation will use the proceeds of the Series 2017 Bonds, together with certain other 
funds, (i) to refund the Refunded Bonds (as hereinafter defined), (ii) to pay or reimburse the Corporation 
for the payment of certain costs of constructing, renovating, remodeling and equipping the Community, 
(iii) to fund a debt service reserve fund with respect to the Series 2017 Bonds, and (iv) to pay certain 
expenses incurred in connection with the issuance of the Series 2017 Bonds and the refunding of the 
Refunded Bonds, all as permitted by the Act.  See “PLAN OF FINANCE” for a description of the plan 
of finance relating to the Series 2017 Bonds, including a further description of the Refunded Bonds. 
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Security for the Series 2017 Bonds 

General.  The Authority is obligated to pay the principal of and interest on the Series 2017 Bonds 
and other costs incidental thereto only from the sources specified in the Bond Indenture, and except to 
such limited extent, the Series 2017 Bonds and the interest thereon do not constitute an indebtedness or an 
obligation, general or moral, or a pledge of the full faith or a loan of credit of the Authority, the State of 
Illinois or any political subdivision thereof, within the purview of any constitutional or statutory 
limitation or provision.  The Series 2017 Bonds and the interest thereon are special, limited obligations of 
the Authority payable solely out of the receipts, revenues and income specified in the Bond Indenture.  
Neither the full faith and credit nor the taxing powers of the State of Illinois or any political subdivision 
thereof is pledged to the payment of the principal of, premium, if any, and interest on the Series 2017 
Bonds or other costs incidental thereto.  No owner of any Series 2017 Bond shall have the right to compel 
the taxing power, if any, of the State of Illinois or any political subdivision thereof to pay the principal of, 
premium, if any, or interest on the Series 2017 Bonds.  The Authority does not have the power to levy 
taxes for any purposes whatsoever. 

The Bond Indenture.  The Series 2017 Bonds will be issued by the Authority pursuant to the 
Bond Indenture.  Under the Bond Indenture, the Authority will pledge and assign to the Bond Trustee as 
security for the payment of principal of, premium, if any, and interest on the Series 2017 Bonds, all of its 
right, title and interest in and to (i) the Loan Agreement and all payments derived by the Authority from 
the Corporation under the Loan Agreement (excluding the Authority’s Unassigned Rights), (ii) the Series 
2017 Obligation described herein, and (iii) the funds created under the Bond Indenture and amounts held 
therein, including investment earnings (but excluding amounts on deposit in the Rebate Fund).  See 
“SECURITY FOR THE SERIES 2017 BONDS – The Bond Indenture.”  

The Loan Agreement.  The Loan Agreement will provide that the Corporation shall make 
designated payments to the Bond Trustee in amounts sufficient to pay the principal of, premium, if any, 
and interest on the Series 2017 Bonds when due.  The Obligated Group’s obligation to make payments on 
the Series 2017 Obligation shall be satisfied to the extent payments are made by the Corporation under 
the Loan Agreement.  The Loan Agreement will also impose certain restrictions on the actions of the 
Corporation for the benefit of the Authority and the holders of the Series 2017 Bonds.  See “SECURITY 
FOR THE SERIES 2017 BONDS – The Loan Agreement.” 

The Master Indenture and the Series 2017 Obligation.  The Series 2017 Bonds will be secured 
by the Corporation’s Direct Note Obligation, Series 2017-2 (Illinois Finance Authority) in the principal 
amount of $122,550,000 (the “Series 2017 Obligation”) to be issued pursuant to a Master Trust Indenture 
dated as of July 15, 2005, as heretofore supplemented and amended (the “Original Master Indenture”), 
and as supplemented and amended by a Third Supplemental Master Indenture dated as of December 1, 
2017 (the “Third Supplemental Master Indenture” and collectively with the Original Master Indenture, 
the “Master Indenture”) between the Corporation and Wells Fargo Bank, National Association, as 
Master Trustee (the “Master Trustee”). 

The Series 2017 Obligation will entitle the Bond Trustee, as the holder thereof, to the protection 
of the covenants, restrictions and other obligations imposed upon the Corporation and any future member 
of the Obligated Group by the Master Indenture. Each Member of the Obligated Group will be jointly and 
severally obligated on all Obligations, including the Series 2017 Obligation, which are issued pursuant to 
the Master Indenture. All Obligations issued by the Members of the Obligated Group will be equally and 
ratably secured by (i) a mortgage on the hereinafter described Mortgaged Property of the Corporation and 
(ii) a security interest in the Gross Revenues of the Obligated Group, subject in each case only to 
Permitted Encumbrances. See “SECURITY FOR THE SERIES 2017 BONDS – The Master 
Indenture and the Mortgage.” 

The Corporation has previously issued its Direct Note Obligation, Series 2017 (UMB Bank, 
National Association – Friendship Senior Options, NFP Guaranty) (the “FSO Guaranty Obligation”).  
The FSO Guaranty Obligation secures the Corporation’s obligations under a Guaranty Agreement 
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pursuant to which the Corporation guarantees amounts owed by Friendship Senior Options, NFP 
(“FSO”), the sole member of the Corporation, on FSO’s $5,700,000 original principal amount of Taxable 
Bonds (GreenFields of Geneva Project), Series 2017A, $2,350,000 original principal amount of Taxable 
Bonds (GreenFields of Geneva Project), Series 2017B and $5,700,000 original principal amount of 
Taxable Bonds (GreenFields of Geneva Project), Series 2017C (collectively, the “FSO Bonds”).  The 
Obligations securing the Refunded Bonds will be cancelled when the Refunded Bonds are refunded or 
defeased, as the case may be.  As of the date of the issuance of the Series 2017 Bonds, the FSO Guaranty 
Obligation and the Series 2017 Obligation will be the only Obligations outstanding under the Master 
Indenture. 

The Third Supplemental Master Indenture contains certain amendments to the Original Master 
Indenture (the “2017 Master Indenture Amendments”).  The holder of the FSO Guaranty Obligation has 
consented to the 2017 Master Indenture Amendments.  By purchasing the Series 2017 Bonds, the owners 
of the Series 2017 Bonds will be deemed to have consented to the 2017 Master Indenture Amendments. 
Since all of the owners of the Obligations issued under the Master Indenture will have consented to the 
2017 Master Indenture Amendments, the amendments will become effective upon the issuance of the 
Series 2017 Bonds.  See “SECURITY FOR THE SERIES 2017 OBLIGATION” herein. The 
information in Appendix C “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE AND THE MORTGAGE” reflects the 2017 Master Indenture Amendments. 

In certain circumstances, the Members of the Obligated Group may issue Additional Obligations 
under the Master Indenture: (i) that may be equally and ratably secured with the Obligations, including the 
Series 2017 Obligation and the FSO Guaranty Obligation, outstanding under the Master Indenture or; (ii) 
that may be entitled to the benefit of security in addition to that securing the Obligations outstanding under 
the Master Indenture, which security need not be extended to any other Obligations. See “SECURITY 
FOR THE SERIES 2017 OBLIGATION — Additional Indebtedness.” 

Redemption Prior to Maturity 

Pursuant to the terms of the Bond Indenture, the Series 2017 Bonds are subject to redemption 
prior to maturity.  See “THE SERIES 2017 BONDS – Redemption of the Series 2017 Bonds.” 

Certain Covenants of the Obligated Group 

Rate Covenant.  If the Historical Debt Service Coverage Ratio of the Obligated Group Fiscal 
Year is less than 1.20:1 for any Fiscal Year (the “Required Coverage Level”), the Master Trustee shall 
require the Obligated Group, at the Obligated Group’s expense, to retain a Consultant to make 
recommendations with respect to the rates, fees and charges of the Obligated Group’s methods of 
operation and other factors affecting its financial condition in order to increase such Historical Debt 
Service Coverage Ratio to at least the Required Coverage Level for the following Fiscal Year.   

See “SECURITY FOR THE SERIES 2017 OBLIGATION – Certain Covenants of the 
Obligated Group – Rate Covenant” herein and “SUMMARY OF CERTAIN PROVISIONS OF THE 
MASTER INDENTURE AND THE MORTGAGE — Summary of Certain Provisions of the Master 
Indenture — Rates and Charges” in Appendix C for more detail (including the requirement to retain a 
Consultant if the Obligated Group fails to meet this test). 

Liquidity Covenant.  The Obligated Group covenants that it will calculate the Days Cash on 
Hand of the Obligated Group as of March 31 and September 30 of each calendar year (each such date 
being a “Testing Date”), commencing with March 31, 2018. The Obligated Group shall deliver an 
Officer’s Certificate setting forth such calculation as of September 30 to the Master Trustee not less than 
60 days after such September 30, and include such calculation as of March 31 in the Officer’s Certificate 
delivered pursuant to the Master Indenture and described under the heading “FINANCIAL 
REPORTING AND CONTINUING DISCLOSURE” herein. 
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Each Obligated Group Member is required to conduct its business so that on each Testing Date 
the Obligated Group shall have not less than the number of 150 Days Cash on Hand on each Testing Date 
(such required level of Days Cash on Hand is referred to as the “Liquidity Requirement”).   

See “SECURITY FOR THE SERIES 2017 OBLIGATION – Certain Covenants of the 
Obligated Group – Liquidity Covenant” herein for more detail (including the requirement to retain a 
Consultant if the Obligated Group fails to meet this test). 

Application for Rating.  The Master Indenture provides that not later than 150 days after receipt 
by the Obligated Group Representative of the audited financial statements of the Obligated Group for 
each Fiscal Year commencing with March 31, 2019, and thereafter, the Obligated Group will approach 
any Rating Agency to obtain a credit rating until the Obligated Group obtains a credit rating of “BBB-” 
(or an equivalent rating) or better from any Rating Agency.   

See “SECURITY FOR THE SERIES 2017 OBLIGATION – Certain Covenants of the 
Obligated Group – Application for Rating” herein for more detail (including the circumstances under 
which the Obligated Group is not required to approach a Rating Agency). 

Actuarial Study.  Every three Fiscal Years commencing with the Fiscal Year ending March 31, 
2020, the Obligated Group will obtain an actuarial report regarding the obligations of the Members of the 
Obligated Group to provide life care services to residents of the Members’ communities.  An executive 
summary of such actuarial report (which may exclude or be redacted to exclude confidential information) 
will be filed with the annual financial information required to be provided to the Master Trustee and 
described under the heading “FINANCIAL REPORTING AND CONTINUING DISCLOSURE— 
Financial Reporting” herein.   

See “SECURITY FOR THE SERIES 2017 OBLIGATION – Certain Covenants of the 
Obligated Group – Actuarial Study” herein for more detail (including the requirement provide an 
executive summary of such actuarial report to the Master Trustee). 

The Master Indenture imposes limitations on, among other things, the Corporation’s ability to 
place liens on its assets and incur additional indebtedness. For more information, see “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE — 
Summary of Certain Provisions of the Master Indenture — Liens on Property,” “— Permitted 
Additional Indebtedness” in Appendix C.  See “SECURITY FOR THE SERIES 2017 
OBLIGATION – Certain Covenants of the Obligated Group – Disposition of Property” herein for 
more detail.  

Financial Statements 

The financial statements of the Corporation as of and for the year ended March 31, 2017 and 
2016 have been audited by CliftonLarsonAllen LLP, independent auditors, as set forth in their report 
appearing herein.   

Historical Debt Service Coverage Ratios and Liquidity Ratios 

The following table sets forth, for the fiscal years ended March 31, 2015, 2016 and 2017, the 
historical debt service coverage ratios and days’ cash on hand for the Corporation.  The historical 
calculations set forth below were made in accordance with the provisions of the Master Indenture.  The 
pro forma maximum annual debt service provides for an adjustment to give effect to the issuance of the 
Series 2017 Bonds and the refunding of the Refunded Bonds, as if such events had happened on the first 
day the respective fiscal years.  The table has been prepared by management of the Corporation with 
information derived from its financial statements.  See the information under the title “FINANCIAL 
INFORMATION — Historical Debt Service Coverage Ratios and Liquidity Ratios” in Appendix A, 
and the audited financial statements in Appendix B. 
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 Year Ended March 31, 

Debt Service Coverage Ratio: 2015 2016 2017 

 Income Available for Debt Service    
  Net Income from Operations $(3,520,793) $(4,973,009) $(4,100,196) 
  Less: Contributions (61,103) -- -- 
  Less: Entrance Fees Amortized (4,842,176) (4,550,960) (4,335,891) 
  Add: Interest Expense 6,483,067 6,396,543 6,414,290 
  Add: Depreciation/Amortization 7,870,644 8,142,301 8,212,714 
  Income from Operations Available for Debt Service $5,929,639 $5,014,875 $6,190,917 
      
 Entrance Fees    
  Proceeds from Refundable Entrance Fees $18,039,681 $20,202,186 $18,522,374 
  Refunds Paid on Entrance Fees (10,298,602) (10,568,867) (10,152,704) 
  Net Entrance Fees 7,741,079 9,633,319 8,369,670 
      
 Funds Available for Debt Service  13,670,718  14,648,194 14,560,587 
      
 Debt Service:    
  Principal Payments $1,560,000 $1,640,000 $1,730,000 
  Interest Payments 6,483,066 6,407,170 6,308,327 
  Total Debt Service $8,043,066 $8,047,170 $8,038,327 
      
 Debt Service Coverage Ratio (DSCR) 1.70x 1.82x 1.81x 
  Minimum DSCR Requirement 1.20x 1.20x 1.20x 
      
 Pro forma max annual debt service $8,507,456 $8,507,456 $8,507,456 
 Pro forma max annual debt service coverage 1.61x 1.72x 1.71x 
      

Days Cash on Hand:    
      
  Total Cash and Investments $27,864,923 $24,640,790 $28,047,751 
      
 Adjusted Operating Expenses:    
  Operating Expenses $55,124,523 $57,536,261 $58,799,747 
  Less: Depreciation & Amortization (7,870,644) (8,142,301) (8,212,714) 
  Less: Bad Debts (509,984) (361,053) (199,551) 
  Adjusted Operating Expenses (a) $46,743,895 $49,032,907 $50,387,482 
  Number of Calendar Days (b) 365 366 365 
  Average Cost per Day (a)/(b) $128,065 $134,337 $138,048 
      
  Days Cash on Hand (DCOH) 218 183 203 
____________________________ 
Based upon estimated maximum annual debt service of Series 2017 Bonds only using an assumed true interest cost of 5.27% per 
annum and excluding debt service related to the FSO Guaranty Obligation.  Assuming amortization of (i) the FSO Guaranty 
Obligation, with the Corporation paying debt service thereon, and (ii) the Series 2017 Bonds, each in accordance with the 
provisions of the Master Indenture, pro forma maximum annual debt service would be equal to $9,930,731. 
Source: FSO 
Note: Columns may not add due to rounding. 
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Financial Reporting and Disclosure 

Financial Reporting. The Master Indenture requires that the Obligated Group Representative 
provide to the Master Trustee, each Related Bond Trustee, EMMA and the Authority (the “Required 
Information Recipients”): (i) Beginning with the fiscal quarter ending December 31, 2017, (A) quarterly 
unaudited financial statements of the Obligated Group and (B) a quarterly unaudited financial report 
showing consolidated financial information for the Corporation and each Affiliate of the Corporation (on 
an aggregate basis), in each case, as soon as practicable after they are available but in no event more 
than 45 days after the completion of the first three fiscal quarters of each Fiscal Year and in no event 
more than 60 days after the completion of the fourth fiscal quarter of each Fiscal Year, including a 
combined or combining statement of revenues and expenses and statement of cash flows of the 
Obligated Group during such period, a combined or combining balance sheet as of the end of each such 
fiscal quarter, and a calculation of Days Cash on Hand and Historical Debt Service Coverage Ratio, if 
required to be calculated or submitted for such fiscal quarter by the Master Indenture, all prepared in 
reasonable detail and certified, subject to year-end adjustment, by an officer of the Obligated Group 
Representative; (ii) if the Historical Debt Service Coverage Ratio of the Obligated Group for any Fiscal 
Year is less than 1.00:1 and the Days Cash on Hand of the Obligated Group is less than the Liquidity 
Requirement for any Testing Date as provided in the Master Indenture, the Obligated Group will deliver 
the financial information and the calculations described in paragraph (i) above on a monthly basis until 
the Historical Debt Service Coverage Ratio of the Obligated Group is at least 1.00:1 and the Days Cash 
on Hand of the Obligated Group is at least equal to the Liquidity Requirement; (iii) within 150 days of 
the end of each Fiscal Year, (A) an annual audited financial report of the Obligated Group and (B) an 
annual audited financial report showing consolidating financial information for all other Affiliates of the 
Corporation, in each case, prepared by a firm of certified public accountants, including a combined and 
an unaudited combining balance sheet as of the end of such Fiscal Year and a combined and an 
unaudited combining statement of changes in fund balances for such Fiscal Year and a combined and an 
unaudited combining statement of revenues and expenses for such Fiscal Year, showing in each case in 
comparative form the financial figures for the preceding Fiscal Year, together with a separate written 
statement of the accountants preparing such report containing calculations of the Obligated Group’s 
Historical Debt Service Coverage Ratio for said Fiscal Year and the Obligated Group’s Days Cash on 
Hand as of the last day of such Fiscal Year if required to be calculated under the Master Indenture and a 
statement that such accountants have no knowledge of any default under the Master Indenture, or if such 
accountants shall have obtained knowledge of any such default or defaults under the Master Indenture, 
they shall disclose in such statement the default or defaults and the nature thereof; (iv) on or before the 
date of delivery of the financial reports referred to in subsection (iii) above, an Officer’s Certificate of 
the Obligated Group Representative (A) stating that the Obligated Group is in compliance with all of the 
terms, provisions and conditions of the Master Indenture, or, if not, specifying all such defaults and the 
nature thereof, (B) and calculating and certifying the Days Cash on Hand and the Historical Debt Service 
Coverage Ratio as of the end of such fiscal period or Fiscal Year, as appropriate; and (v) within 45 days 
of the end of each Fiscal Year, the Obligated Group Representative shall deliver a summary of the 
operating and capital budgets for the Fiscal Year and copies of (A) any board-approved revisions to the 
annual budgets provided pursuant to the preceding sentence or (B) any correspondence to or from the 
Internal Revenue Service questioning or contesting the status of a Member as an organization described 
in Section 501(c)(3) of the Code or with respect to the tax-exempt status of the Series 2017 Bonds or any 
Related Bonds the interest on which is excludable from the gross income of the owners thereof for 
federal income tax purposes, promptly upon receipt. See “FINANCIAL REPORTING AND 
CONTINUING DISCLOSURE — Financial Reporting” herein for further information. 

Continuing Disclosure. Given the sources of repayment for the Series 2017 Bonds and the 
Authority’s limited obligation in respect thereof, the Authority has determined that its financial and 
operating data is not material to a decision to purchase, hold or sell the Series 2017 Bonds. Consequently, 
the Authority will not provide any such information. However, the Corporation has agreed to make 
certain financial information with respect to it and certain operating data available to holders of the Series 
2017 Bonds through information repositories during the time that the Series 2017 Bonds are outstanding. 
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The Corporation is solely responsible for providing such disclosure, and the Authority shall have no 
responsibility or liability to the holders of the Series 2017 Bonds or any other person for the making, 
monitoring or content of such disclosures. In addition, the Corporation will provide the Dissemination 
Agent, as defined in the Continuing Disclosure Agreement, a copy of any information provided to 
Bondholders pursuant to the Master Indenture as described above. See “FINANCIAL REPORTING 
AND CONTINUING DISCLOSURE – Continuing Disclosure.” 

Bondholders’ Risks 

An investment in the Series 2017 Bonds involves a certain degree of risk.  See 
“BONDHOLDERS’ RISKS” for a discussion of certain of these risks. 

Definitions and Summaries of Legal Documents 

Definitions of certain words and terms used in this Official Statement are set forth in Appendix C 
and Appendix D of this Official Statement.  Summaries of the Master Indenture, the Bond Indenture, the 
Loan Agreement and the Mortgage are also included in this Official Statement in Appendix C and 
Appendix D.  Such definitions and summaries do not purport to be comprehensive or definitive.  All 
references herein to the specified documents are qualified in their entirety by reference to the definitive 
forms of such documents, copies of which may be viewed at the offices of BB&T Capital Markets, at 227 
W. Monroe Street, Suite 2480, Chicago, Illinois 60606, and will be provided without charge to any 
prospective purchaser requesting the same.  After the issuance of the Series 2017 Bonds, copies of such 
documents will be available at the offices of the Bond Trustee. 
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OFFICIAL STATEMENT 
 

$122,550,000 
ILLINOIS FINANCE AUTHORITY 
REVENUE BONDS, SERIES 2017 

(Friendship Village of Schaumburg) 

INTRODUCTION 

Purpose of this Official Statement 
The purpose of this Official Statement, including the inside cover page and the Appendices hereto, is to 

set forth information relating to the offering by the Illinois Finance Authority (the “Authority”) of $122,550,000 

aggregate principal amount of its Revenue Bonds, Series 2017 (Friendship Village of Schaumburg) (the “Series 
2017 Bonds”).  Certain capitalized terms used in this Official Statement and not otherwise defined herein are 
defined in Appendix A, Appendix C and Appendix D.  The Official Statement speaks only as of its date, and the 
information contained herein is subject to change. 

The Authority 
The Authority is a body politic and corporate of the State of Illinois.  The Authority was created under 

the Illinois Finance Authority Act, as amended (the “Act”).  For further information concerning the Authority, 
see the information under the caption “THE AUTHORITY” herein. 

The Corporation and the Obligated Group 
Evangelical Retirement Homes of Greater Chicago, Incorporated, doing business as Friendship Village 

of Schaumburg, an Illinois not for profit corporation (the “Corporation”), is the sole member of the Obligated 
Group (as described below) and is an Illinois not for profit corporation.  The Corporation has received a 
determination letter from the Internal Revenue Service stating that it is an organization described in 
Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Code”), and is exempt from federal 
income taxation under Section 501(a) of the Code.  The Corporation was organized in 1974 by a group of 
Christian ministers and business people to fulfill the community’s moral and social obligation to the elderly.  

The Corporation operates a continuing care retirement community consisting of approximately 28 
independent living garden homes, 574 independent living apartments, 87 assisted living units, 25 memory 
support assisted living units and a 248-bed skilled nursing facility located on a 60-acre campus in suburban 
Schaumburg, approximately 32 miles from downtown Chicago (the “Community”). 

Further information regarding the Corporation and the Community is included in Appendix A hereto.  
The Authority makes no warranty or representation, whether express or implied, with respect to the Community 
or the location, use, operation, design, workmanship, merchantability, fitness, suitability or use for particular 
purpose, condition or durability thereof or title thereto.   

The Series 2017 Bonds 
The Series 2017 Bonds will be issued and secured under a Bond Trust Indenture dated as of December 

1, 2017 (the “Bond Indenture”) between the Authority and UMB Bank, National Association, as bond trustee 
(the “Bond Trustee”).  The Authority will loan the proceeds of the Series 2017 Bonds to the Corporation 
pursuant to a Loan Agreement dated as of December 1, 2017 (the “Loan Agreement”) between the Authority 
and the Corporation. 

The Corporation will use the proceeds of the Series 2017 Bonds, together with certain other funds (i) to 
refund the Refunded Bonds (as hereinafter defined), (ii) to pay or reimburse the Corporation for the payment of 
certain costs of constructing, renovating, remodeling and equipping the Community, (iii) to fund a debt service 
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reserve fund with respect to the Series 2017 Bonds, and (iv) to pay certain expenses incurred in connection with 
the issuance of the Series 2017 Bonds and the refunding of the Refunded Bonds, all as permitted by the Act.  
See “PLAN OF FINANCE” herein for a description of the plan of finance relating to the Series 2017 Bonds, 
including a further description of the Refunded Bonds. 

Security for the Series 2017 Bonds 
The Series 2017 Bonds will be limited obligations of the Authority and will be secured by the 

Corporation’s Direct Note Obligation, Series 2017-2 (Illinois Finance Authority) in the principal amount of 
$122,550,000 (the “Series 2017 Obligation”) to be issued pursuant to Master Trust Indenture dated as of July 
15, 2005, as heretofore supplemented and amended (the “Original Master Indenture”), and as supplemented 
and amended by a Third Supplemental Master Indenture dated as of December 1, 2017 (the “Third 
Supplemental Master Indenture” and collectively with the Original Master Indenture, the “Master Indenture”) 
between the Corporation and Wells Fargo Bank, as Master Trustee (the “Master Trustee”).   

The Corporation has previously issued its Direct Note Obligation, Series 2017 (UMB Bank, National 
Association – Friendship Senior Options, NFP Guaranty) (the “FSO Guaranty Obligation”).  The FSO 
Guaranty Obligation secures the Corporation’s obligations under a Guaranty Agreement pursuant to which the 
Corporation guarantees amounts owed by Friendship Senior Options, NFP, the sole member of the Corporation 
(“FSO”) on FSO’s $5,700,000 original principal amount of Taxable Bonds (GreenFields of Geneva Project), 
Series 2017A, $2,350,000 original principal amount of Taxable Bonds (GreenFields of Geneva Project), Series 
2017B and $5,700,000 original principal amount of Taxable Bonds (GreenFields of Geneva Project), Series 
2017C (collectively, the “FSO Bonds”).  The Obligations securing the Refunded Bonds will be cancelled when 
the Refunded Bonds are refunded or defeased, as the case may be.  The Series 2017 Obligation, the FSO 
Guaranty Obligation and any Additional Obligations issued under the Master Indenture are equally and ratably 
secured by the gross revenues of the Corporation.  As of the date of the issuance of the Series 2017 Bonds, the 
FSO Guaranty Obligation and the Series 2017 Obligation will be the only Obligations outstanding under the 
Master Indenture. 

The Third Supplemental Master Indenture contains certain amendments to the Original Master 
Indenture (the “2017 Master Indenture Amendments”).  The holder of the FSO Guaranty Obligation has 
consented to the 2017 Master Indenture Amendments.  By purchasing the Series 2017 Bonds, the owners of the 
Series 2017 Bonds will be deemed to have consented to the 2017 Master Indenture Amendments. Since all of 
the owners of the Obligations issued under the Master Indenture will have consented to the 2017 Master 
Indenture Amendments, the amendments will become effective upon the issuance of the Series 2017 Bonds.  
See “SECURITY FOR THE SERIES 2017 OBLIGATION” herein. The information in Appendix C 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE” 
reflects the 2017 Master Indenture Amendments. 

Payment of the principal of and interest on the Series 2017 Bonds will be additionally secured by 
moneys deposited to the credit of the Debt Service Reserve Fund created under the Bond Indenture. See 
“SECURITY FOR THE SERIES 2017 BONDS” herein and “SUMMARY OF CERTAIN PROVISIONS 
OF THE BOND INDENTURE AND LOAN AGREEMENT — Summary of Certain Provisions of the 
Bond Indenture — Funds; Disposition of Revenues — 4. Debt Service Reserve Fund” in Appendix D. 

Security for the Obligations. The Corporation has executed and delivered a Mortgage and Security 
Agreement dated as of July 15, 2005, as amended and supplemented (as amended and supplemented from time 
to time, including by a Third Supplemental Mortgage and Security Agreement dated as of December 1, 2017, 
the “Mortgage”) to the Master Trustee. The Mortgage grants a security interest in the real estate described in the 
Mortgage and all buildings, structures, improvements and appurtenances standing or thereafter placed upon the 
real estate, all machinery, equipment, furniture, spare parts and other personal property on such real estate, all 
judgments, awards of damages, settlements and other compensation heretofore or hereafter made resulting from 
condemnation proceeds or the taking of the real estate subject to the Mortgage, and any and all other property of 
every kind and nature owned by the mortgagor conveyed, pledged, assigned or transferred as additional security 
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to the Master Trustee (collectively the “Mortgaged Property”), subject only to Permitted Encumbrances. The 
Mortgaged Property includes all of the facilities in which the principal operations of the Corporation are 
currently located, including the Community. 

The Authority will pledge and assign the Series 2017 Obligation and certain of its rights under the Loan 
Agreement to the Bond Trustee as security for the Series 2017 Bonds. The terms of the Series 2017 Obligation 
will require payments by the Corporation and any future member of the Obligated Group which, together with 
other moneys available therefor (and interest earned thereon), will be sufficient to provide for the payment of the 
principal of and interest on the Series 2017 Bonds. 

The Series 2017 Obligation will entitle the Bond Trustee, as the holder thereof, to the protection of the 
covenants, restrictions and other obligations imposed upon the Corporation and any future member of the 
Obligated Group by the Master Indenture. Each Member of the Obligated Group will be jointly and severally 
obligated on all Obligations, including the Series 2017 Obligation, which are issued pursuant to the Master 
Indenture. All Obligations issued by the Members of the Obligated Group will be equally and ratably secured by 
(i) the Mortgage and (ii) a security interest in the Gross Revenues of the Obligated Group, subject in each case 
only to Permitted Encumbrances. See “SECURITY FOR THE SERIES 2017 OBLIGATION.” 

Additional Obligations and Additional Indebtedness.  The Master Indenture permits the Obligated 
Group to issue Additional Indebtedness (including Guaranties) which may, but need not, be evidenced or 
secured by an Additional Obligation issued under the Master Indenture. In certain circumstances, the Obligated 
Group may issue Additional Obligations under the Master Indenture to the Authority or to persons other than the 
Authority that will not be pledged under the Bond Indenture but will be equally and ratably (except as described 
herein) secured with the Series 2017 Obligation. Under the terms of the Master Indenture, Additional 
Obligations may also be entitled to the benefit of security in addition to that securing the Obligations 
outstanding under the Master Indenture (including the Series 2017 Obligation and the FSO Guaranty 
Obligation). See “SECURITY FOR THE SERIES 2017 OBLIGATION — Additional Indebtedness.”  The 
Series 2017 Obligation, the FSO Guaranty Obligation and any Additional Obligations to be issued by the 
Obligated Group under the Master Indenture (whether or not pledged under the Bond Indenture or any Related 
Bond Indentures) are collectively referred to herein as the “Obligations.” 

THE AUTHORITY 

Description of the Authority 
The Authority is a body politic and corporate of the State of Illinois (the “State”).  The Authority was 

created under the Illinois Finance Authority Act, as amended from time to time (the “Act”), which consolidated 
seven of the State’s previously existing financing authorities (the “Predecessor Authorities”).  All bonds, notes 
or other evidences of indebtedness of the Predecessor Authorities were assumed by the Authority effective 
January 1, 2004.  Under the Act, the Authority may not have outstanding at any one time bonds for any of its 
corporate purposes in an aggregate principal amount exceeding $28,150,000,000 (subject to change, from time 
to time, by acts of the State Legislature), excluding bonds issued to refund bonds of the Authority or bonds of 
the Predecessor Authorities.  Pursuant to the Act, the Authority is governed by a 15-member board appointed by 
the Governor of the State with the advice and consent of the State Senate.  The members receive no 
compensation for the performance of their duties but are entitled to reimbursement for all necessary expenses 
incurred in connection with the performance of such duties. 

The offices of the Authority are located at 160 North LaSalle Street, Suite S-1000, Chicago, Illinois 
60601, and its telephone number is (312) 651-1300. 

Bonds of the Authority 
The Authority may from time to time issue bonds as provided in the Act for the purposes set forth in the 

Act.  The Series 2017 Bonds of the Authority as described herein are special, limited obligations of the 
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Authority payable solely from the specific sources and revenues of the Authority specified in the resolution and 
the Bond Indenture authorizing the issuance of such Series 2017 Bonds.  The Series 2017 Bonds (and any 
premium or interest thereon) do not constitute indebtedness or an obligation, general or moral, or a pledge of the 
full faith or a loan of credit of the State of Illinois or any political subdivision thereof, within the purview of any 
constitutional or statutory limitation or provision.  No owner of any Series 2017 Bond shall have the right to 
compel any taxing power of the State of Illinois or any political subdivision thereof to pay the principal of, 
premium, if any or interest on the Series 2017 Bonds.  The Authority has no taxing power. 

The Authority makes no warranty or representation, whether express or implied, with respect to the 
Community or the use thereof.  Further, the Authority has not prepared any material for inclusion in this Official 
Statement, except that material under the headings “THE AUTHORITY” and “LITIGATION – The 
Authority.”  The distribution of this Official Statement has been duly approved and authorized by the 
Authority.  Such approval and authorization does not, however, constitute a representation or approval by the 
Authority of the accuracy or sufficiency of any information contained herein except to the extent of the material 
under the headings referenced in this paragraph. 

Authority Counsel 
Certain legal matters with respect to the Series 2017 Bonds will be passed upon for the Authority by its 

special counsel, Schiff Hardin LLP, Chicago, Illinois. 

PLAN OF FINANCE 

The Corporation will use the proceeds of the Series 2017 Bonds, together with certain other funds (i) to 
refund the Refunded Bonds (as hereinafter defined), (ii) to pay or reimburse the Corporation for the payment of 
certain costs of constructing, renovating, remodeling and equipping the Community, (iii) to fund a debt service 
reserve fund with respect to the Series 2017 Bonds, and (iv) to pay certain expenses incurred in connection with 
the issuance of the Series 2017 Bonds and the refunding of the Refunded Bonds, all as permitted by the Act. 

The Refunded Bonds 
The Authority previously issued its Revenue Bonds, Series 2005A (Friendship Village of Schaumburg) 

in the original aggregate principal amount of $75,500,000 (the “Series 2005A Bonds”), $63,815,000 of which 
are currently outstanding, its Revenue Bonds, Series 2005B (Friendship Village of Schaumburg) Extendable 
Rate Adjustable SecuritiesSM (EXTRASSM) in the original aggregate principal amount of $5,000,000 (the “Series 
2005B Bonds” and together with the Series 2005A Bonds, the “Series 2005 Bonds”), $5,000,000 of which are 
currently outstanding, and its Revenue Bonds, Series 2010 (Friendship Village of Schaumburg) in the original 
aggregate principal amount of $33,610,000 (the “Series 2010 Bonds” and together with the Series 2005A Bonds 
and the Series 2005B Bonds, “Refunded Bonds”), $33,610,000 of which are currently outstanding. 

The Refunded Bonds will be refunded with a portion of the proceeds of the Series 2017 Bonds and other 
funds currently held by the bond trustee for the Refunded Bonds at a redemption price equal to the principal 
amount thereof, plus accrued and unpaid interest thereon through the redemption dates.  The Series 2005 Bonds 
will be called for redemption on or about January 19, 2018.  The Series 2010 Bonds maturing on February 15, 
2038 will be called for redemption on or about January 19, 2018.  The Series 2010 Bonds maturing on or after 
February 15, 2039 will be called for redemption on February 15, 2020 (the “2010 Redemption Date”). 

Concurrently with the issuance and delivery of the Series 2017 Bonds, a portion of the proceeds thereof 
will be deposited into an escrow account in an amount sufficient to redeem the Series 2010 Bonds maturing on 
or after February 15, 2039 on the 2010 Redemption Date.  See “VERIFICATION REPORT” herein.    
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Sources and Uses of Funds 
The following is a summary of the estimated sources of funds, including the proceeds of the Series 2017 

Bonds and excluding certain de minimis amounts held by the trustee for the Refunded Bonds, and the uses of 
such funds in connection with the plan of financing:   

Sources of Funds:  
Principal amount $  122,550,000 
Less net original issue discount (759,560) 
Equity Contribution 186,266 
Funds held by Trustee for Refunded Bonds 11,672,227 

Total sources of funds $  133,648,933 
Use of Funds: 

Redemption of Refunded Bonds $  108,502,404 
Capital Expenditures 14,017,000 
Deposit to Debt Service Reserve Fund 8,507,456 
Costs of Issuance1 2,622,073 

Total uses of funds  $  133,648,933 
  

  
1 Includes underwriter’s discount, accountings, administrative and miscellaneous fees and expenses.
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DEBT SERVICE REQUIREMENTS 
The following table sets forth the annual amounts (rounded to the nearest dollar) required to pay 

scheduled principal, including mandatory sinking fund payments, and interest on the Series 2017 Bonds and the 
FSO Bonds. 

 Series 2017 Bonds FSO Bonds 

Period Ending 
February 15, 

 
Principal 

 
Interest (Principal and Interest)* 

 
Total 

2018 - $       802,141 - $       802,141 
2019 $    2,360,000 6,144,056 $   1,112,280 9,616,336  
2020 2,455,000 6,049,656 1,157,370 9,662,026  
2021 2,555,000 5,951,456 1,156,593 9,663,049  
2022 2,680,000 5,823,706 1,160,070 9,663,776  
2023 2,815,000 5,689,706 8,747,435 17,252,141  
2024 2,955,000 5,548,956 486,190 8,990,146  
2025 3,100,000 5,401,206 485,150 8,986,356  
2026 3,260,000 5,246,206 483,733 8,989,939  
2027 3,420,000 5,083,206 486,938 8,990,144  
2028 3,595,000 4,912,206 484,388 8,991,594  
2029 3,775,000 4,732,456 486,460 8,993,916  
2030 3,960,000 4,543,706 482,778 8,986,484  
2031 4,160,000 4,345,706 483,718 8,989,424  
2032 4,365,000 4,137,706 483,903 8,986,609  
2033 4,585,000 3,919,456 483,333 8,987,789  
2034 4,815,000 3,690,206 487,008 8,992,214  
2035 5,050,000 3,449,456 484,550 8,984,006  
2036 5,305,000 3,196,956 486,338 8,988,294  
2037 5,575,000 2,931,706 481,993 8,988,699  
2038 5,395,000 2,652,956 486,893 8,534,849  
2039 5,675,000 2,376,463 485,283 8,536,745  
2040 5,965,000 2,085,619 482,540 8,533,159  
2041 6,270,000 1,779,913 483,665 8,533,578  
2042 6,590,000 1,458,575 483,280 8,531,855  
2043 6,930,000 1,120,838 486,385 8,537,223  
2044 7,285,000 765,675 482,603 8,533,278  
2045 7,655,000 392,319 482,310 8,529,629  
2046 - - 485,130 485,130  
2047 - - 485,685 485,685  
2048 - - 483,975 483,975  

   Total $122,550,000 $104,232,216 $25,447,970 $252,230,186 
 

                                                 
* Guaranteed by the Corporation.  
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THE SERIES 2017 BONDS 

The following is a summary of certain terms and provisions of the Series 2017 Bonds.  Reference is 
hereby made to the Series 2017 Bonds and the provisions with respect thereto in the Bond Indenture and the 
Loan Agreement for the detailed terms and provisions thereof.  See “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE AND THE LOAN AGREEMENT” in Appendix D hereto. 

The Series 2017 Bonds will be issued pursuant to the Bond Indenture and the proceeds of the Series 
2017 Bonds will be loaned to the Corporation pursuant to the Loan Agreement.  Contemporaneously with the 
issuance of the Series 2017 Bonds and to secure repayment of the loan made by the Authority to the Corporation 
under the Loan Agreement, the Corporation will issue and deliver to the Authority the Series 2017 Obligation. 

General 

The Series 2017 Bonds will be issued only in fully registered form in denominations of $100,000 or any 
integral multiple of $5,000 in excess thereof (“Authorized Denominations”).  The Authorized Denominations of 
the Bonds may be changed to $5,000 and any integral multiple thereof if (A) the Bonds are given an investment 
grade credit rating of “BBB-“ or “BBa3” or its equivalent by a Rating Agency, (B) the Authority approves the 
change of the denominations of the Bonds to $5,000 and any integral multiple thereof, and (C) the Corporation, 
the Authority and the Bond Trustee receive an Opinion of Bond Counsel to the effect that such change to the 
denominations of the Bonds will not affect the validity of the Bonds or any exemption from Federal Income 
taxation to which the interest on the Series 2017 Bonds would otherwise be entitled.  The Series 2017 Bonds 
will bear interest (based on a 360-day year of twelve 30-day months) at the respective rates per annum and will 
mature, subject to earlier redemption, on February 15 in the years and in the amounts set forth on the inside 
cover page of this Official Statement.  The Series 2017 Bonds will bear interest from their dated date, payable 
on February 15 and August 15 (the “Interest Payment Dates”) of each year, commencing February 15, 2018.  
The Series 2017 Bonds, as initially issued, will be dated their date of issuance. 

Redemption of the Series 2017 Bonds 

The Series 2017 Bonds will be subject to redemption prior to maturity, all as described below. 
 
Optional Redemption.  Outstanding Series 2017 Bonds maturing on or after February 15, 2037 are 

subject to redemption prior to maturity on or after February 15, 2027 at the option of the Authority upon the 
direction of the Corporation out of amounts prepaid on the Series 2017 Obligation and deposited in the Optional 
Redemption Fund established under the Bond Indenture, in whole or in part at any time, and if in part, by 
maturities or portions thereof designated by the Corporation (and if less than all of a single maturity is being 
redeemed, in such random manner as the Bond Trustee shall deem appropriate), at a redemption price equal to 
100% of the principal amount thereof and accrued interest to the redemption date. 

Bond Sinking Fund Redemption.  The Series 2017 Bonds maturing February 15, 2027 are subject to 
mandatory bond sinking fund redemption at a redemption price equal to 100% of the principal amount thereof 
and accrued interest to the redemption date, without premium, as follows: 

Redemption Date Principal Amount 

February 15, 2023 $2,815,000 
February 15, 2024 2,955,000 
February 15, 2025 3,100,000 
February 15, 2026 3,260,000 
February 15, 2027† 3,420,000 

 __________________________  
†Maturity. 
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The Series 2017 Bonds maturing February 15, 2037 are subject to mandatory bond sinking fund 
redemption at a redemption price equal to 100% of the principal amount thereof and accrued interest to the 
redemption date, without premium, as follows: 

Redemption Date Principal Amount 

February 15, 2028 $3,595,000 
February 15, 2029 3,775,000 
February 15, 2030 3,960,000 
February 15, 2031 4,160,000 
February 15, 2032 4,365,000 
February 15, 2033 4,585,000 
February 15, 2034 4,815,000 
February 15, 2035 5,050,000 
February 15, 2036 5,305,000 
February 15, 2037† 5,575,000 

 __________________________  
†Maturity. 

The Series 2017 Bonds maturing February 15, 2045 are subject to mandatory bond sinking fund 
redemption at a redemption price equal to 100% of the principal amount thereof and accrued interest to the 
redemption date, without premium, as follows: 

Redemption Date Principal Amount 

February 15, 2038 $5,395,000 
February 15, 2039 5,675,000 
February 15, 2040 5,965,000 
February 15, 2041 6,270,000 
February 15, 2042 6,590,000 
February 15, 2043 6,930,000 
February 15, 2044 7,285,000 
February 15, 2045† 7,655,000 

 __________________________  
†Maturity. 

 
The deposits described above shall be reduced (i) by the amount of Series 2017 Bonds acquired and 

delivered in the open market at a price not exceeding the redemption price in accordance with the provisions of 
the Bond Indenture in satisfaction of such Bond Sinking Fund requirements and (ii) in connection with a partial 
redemption of Series 2017 Bonds if the Corporation elects to reduce mandatory Bond Sinking Fund redemptions 
for the Series 2017 Bonds in the manner provided in the Bond Indenture. 

Purchase in Lieu of Redemption.  In lieu of redeeming Series 2017 Bonds, the Bond Trustee may, at 
the request of the Corporation, use such funds otherwise available under the Bond Indenture for redemption of 
Series 2017 Bonds to purchase for cancellation an equal principal amount of Series 2017 Bonds of the maturity 
to be redeemed in the open market at prices not exceeding the redemption price then applicable under the Bond 
Indenture.  In the case of any optional or extraordinary redemption or any purchase and cancellation of Series 
2017 Bonds with serial maturities, the Authority shall receive credit against the required Bond Sinking Fund 
deposits with respect to the Series 2017 Bonds of such serial maturity.  In the case of any optional or 
extraordinary redemption or any purchase and cancellation of term Series 2017 Bonds, the Authority shall 
receive credit against its required Bond Sinking Fund deposits with respect to such term Series 2017 Bonds in 
such order as the Corporation elects in writing prior to such optional or extraordinary redemption or purchase 
and cancellation or, if no such election is made, in the inverse order thereof. 
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Extraordinary Redemption.  The Series 2017 Bonds are callable for redemption prior to maturity (i) in 
the event of damage to or destruction of, or the condemnation of, or sale consummated under threat of 
condemnation of, the Facilities of any Member or any part thereof, if the Net Proceeds of insurance, 
condemnation or sale received in connection therewith and applied to make prepayments on the Series 2017 
Obligation exceeds $1,000,000 but only to the extent of the funds provided for in the Master Indenture and (ii) 
from and after any Determination of Taxability (as hereinafter defined).  If called for redemption in the events 
referred to in (i) above, the Series 2017 Bonds shall be subject to redemption by the Authority at any time, in 
whole or in part, and if in part by maturities or portions thereof designated by the Corporation (and if less than 
all of a maturity is being redeemed, in such random manner as the Bond Trustee shall deem appropriate) at the 
principal amount thereof plus accrued interest to the redemption date and without premium from the Net 
Proceeds of such insurance or condemnation award but not in excess of the amount of such Net Proceeds 
applied to such purpose.  If called for redemption in the event referred to in (ii) above, all of the Series 2017 
Bonds shall be subject to redemption by the Authority at any time at 103% of the principal amount thereof plus 
accrued interest to the redemption date and without premium.   

“Determination of Taxability” means any determination, decision or decree by the Commissioner of the 
Internal Revenue Service, any District Director of the Internal Revenue Service, the Director of Tax-Exempt 
Bonds of the Tax-Exempt and Government Entities Division of the Internal Revenue Service (or any other 
government official exercising the same or a substantially similar function from time to time) or any court of 
competent jurisdiction, that an Event of Taxability (as defined below) shall have occurred.  A Determination of 
Taxability also shall be deemed to have occurred on the first to occur of the following: (a) the date when the 
Authority, the Corporation or any Member files any statement, supplemental statement, or other tax schedule, 
return or document, which discloses that an Event of Taxability shall have occurred; or  (b) the effective date of 
any federal legislation enacted after the date of execution of the Bond Indenture or promulgation of any income 
tax regulation or ruling by the Internal Revenue Service that causes an Event of Taxability after the date of 
execution of the Bond Indenture; or (c) on the date when the Authority, the Corporation or any Member shall be 
advised in writing by the Commissioner, any District Director of the Internal Revenue Service or the Director of 
Tax-Exempt Bonds of the Tax-Exempt and Government Entities Division of the Internal Revenue Service (or 
any other government official or agent exercising the same or a substantially similar function from time to time) 
that, based upon filings of the Authority, the Corporation or any Member, or upon any review or audit of the 
Authority, the Corporation or any Member or upon any other ground whatsoever, an Event of Taxability shall 
have occurred; or (d) on that date when the Corporation shall receive notice from any holder of the Series 
2017 Bonds that the Internal Revenue Service (or any other government official or agency exercising the same 
or a substantially similar function from time to time) has assessed as includable in the gross income of such 
holder of the Series 2017 Bonds the interest on the Series 2017 Bond due to the occurrence of an Event of 
Taxability, provided, however, that such notice shall not be deemed a Determination of Taxability unless the 
Corporation and the Authority are afforded a reasonable opportunity (at the expense of the Corporation) to 
pursue any judicial or administrative remedy available to the Corporation or the Authority with respect to such 
notice and such judicial or administrative actions have resulted in a final determination by the Internal Revenue 
Service. 

“Event of Taxability” means if as the result of (a) any act, failure to act or use of the proceeds of the 
Series 2017 Bonds or any misrepresentation or inaccuracy in any of the representations, warranties or covenants 
contained in the Bond Indenture, the Project Certificate or the Tax Agreement by the Authority, the Corporation 
or any other Member, (b) the enactment of any federal legislation after the date of execution of the Bond 
Indenture or the promulgation of any income tax regulation or ruling by the Internal Revenue Service after the 
date of execution of the Bond Indenture, (c) the entry of any decree or judgment by a court of competent 
jurisdiction, or the taking of any official action by the Internal Revenue Service or the Department of the 
Treasury, which decree, judgment or action shall be final under applicable procedural law or (d) a change in any 
law or fact or the interpretation thereof, or the occurrence or existence of any other fact, event or circumstance 
or any other reason, which has the effect of causing the interest paid or payable on the Series 2017 Bonds to 
become includable, in whole or in part, in the gross income of the holders of the Series 2017 Bonds or any 
former holder of the Series 2017 Bonds for purposes of federal income taxation. 
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Selection for Redemption.  No optional or extraordinary redemption of less than all of the Series 2017 
Bonds at the time outstanding shall be made unless the aggregate principal amount of Series 2017 Bonds to be 
redeemed is equal to or more than $100,000 and is an Authorized Denomination and the aggregate principal 
amount of Series 2017 Bonds outstanding after the redemption is an Authorized Denomination. 

Notice of Redemption; Effect.  Notice of the redemption of Series 2017 Bonds pursuant to the 
provisions summarized above will be given by mailing a copy of such notice of redemption by first-class mail, 
postage prepaid, not less than 30 nor more than 60 days prior to the redemption date to the registered owners of 
the Series 2017 Bonds to be redeemed at the address shown on the registration books of the Authority kept by 
the Bond Trustee to evidence the registration and transfer of the Series 2017 Bonds (the “Bond Register”); 
provided, however, that failure to give such notice by mailing, or any defect therein or in the mailing as to any 
Series 2017 Bonds, will not affect the validity of any proceedings for the redemption of any other Series 2017 
Bonds as to which notice has been properly given.  Except for mandatory bond sinking fund redemptions as 
described under “Bond Sinking Fund Redemption” above, prior to the date that a redemption notice is first 
mailed, funds shall be placed with the Bond Trustee to pay the Series 2017 Bonds to be redeemed and the 
accrued interest thereon to the redemption date and the premium, if any, or such notice shall state that the 
redemption is conditional on such funds being deposited on the redemption date and that failure to make such a 
deposit shall not constitute an event of default under the Bond Indenture.  Upon the happening of the above 
conditions, the Series 2017 Bonds, or portions thereof, thus called for redemption will not bear interest after 
such redemption date, will no longer be protected by the Bond Indenture and will not be deemed to be 
outstanding under the Bond Indenture. 

Mandatory Tender for Purchase.  The Authority and, by their acceptance of the Series 2017 Bonds, the 
Bondholders, irrevocably grant to the Corporation and any assigns of the Corporation with respect to this right, 
the option to purchase, at any time and from time to time, any Series 2017 Bond which is subject to optional 
redemption as described under “Optional Redemption” above at a purchase price equal to the optional 
redemption price therefor.  To exercise such option, the Corporation shall give the Bond Trustee a Written 
Request exercising such option within the time period specified in the Bond Indenture as though such Written 
Request were a written request of the Authority for redemption, and the Bond Trustee shall thereupon give the 
holders of the Series 2017 Bonds to be purchased notice of such mandatory tender and purchase in the same 
manner as a notice of redemption as described above under “Notice of Redemption; Effect.”  The purchase of 
such Series 2017 Bonds shall be mandatory and enforceable against the Bondholders and the Bondholders will 
not have the right to retain their Series 2017 Bonds.  On the date fixed for purchase pursuant to any exercise of 
such option, the Corporation shall pay or cause to be paid the purchase price of the Series 2017 Bonds then 
being purchased to the Bond Trustee in immediately available funds not later than 10:00 a.m. Chicago time on 
the purchase date, and the Bond Trustee shall pay the same to the sellers of such Series 2017 Bonds against 
delivery thereof.  Following such purchase, the Bond Trustee shall cause such Series 2017 Bonds to be 
registered in the name of the Corporation or its nominee or as otherwise directed by the Corporation and shall 
deliver them to the Corporation or its nominee or as otherwise directed by the Corporation.  In the case of the 
purchase of less than all of the Series 2017 Bonds, the particular Series 2017 Bonds to be purchased shall be 
selected in accordance with the selection process for redemption of Series 2017 Bonds as described above under 
“Selection for Redemption.”  No purchase of the Series 2017 Bonds as described in this paragraph shall operate 
to extinguish the indebtedness of the Authority evidenced thereby.  Notwithstanding the foregoing, no such 
purchase of the Series 2017 Bonds pursuant to the terms of the Bond Indenture summarized under this 
subheading shall be made unless the Corporation shall have delivered to the Bond Trustee and the Authority 
concurrently with such purchase an Opinion of Bond Counsel to the effect that such purchase and any resale 
thereof will not affect the validity of the Series 2017 Bonds or any exemption from federal income taxation to 
which the interest on the Series 2017 Bonds would otherwise be entitled. 

General Provisions 
The Series 2017 Bonds will be issued in fully registered form and, when issued, will be registered in the 

name of Cede & Co., as nominee of The Depository Trust Company (“DTC”).  DTC will act as securities 
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depository (the “Securities Depository”) for the Series 2017 Bonds.  So long as Cede & Co. is the registered 
owner, the Bond Trustee will pay such principal of and redemption price, if any, and interest on the Series 2017 
Bonds to DTC, which will remit such principal, redemption price, if any, and interest to the Beneficial Owners 
(as hereinafter defined) of the Series 2017 Bonds, as described under the heading “BOOK-ENTRY-ONLY 
SYSTEM.”  Individual purchases of interests in the Series 2017 Bonds will be made in book-entry form only, in 
Authorized Denominations.  Purchasers of such interests will not receive certificates representing their interest 
in the Series 2017 Bonds.  For a description of the method of payment of principal, premium, if any, redemption 
price, if any, and interest on the Series 2017 Bonds and matters pertaining to transfers and exchanges while in 
the book-entry only system, see the information herein under the heading “BOOK-ENTRY-ONLY SYSTEM.” 

In the event the book-entry only system is discontinued, the following provisions would apply.  The 
principal of, premium, if any, and interest on the Series 2017 Bonds shall be payable in any currency of the 
United States of America which, at the respective dates of payment thereof, is legal tender for the payment of 
public and private debts.  The principal and premium, if any, and interest on the Series 2017 Bonds at maturity 
or upon redemption shall be payable (i) upon presentment at the designated corporate trust office of the Bond 
Trustee or its agent or successor as Bond Trustee, or at the office of any alternate Paying Agent, if any, named in 
any such Series 2017 Bond or (ii) as to any registered owner of $500,000 or more in aggregate principal amount 
of Series 2017 Bonds who so elects by wire transfer of funds to such wire transfer address within the continental 
United States as such registered owner shall have furnished to the Bond Trustee in writing on or prior to the 
Record Date and upon compliance with the reasonable requirements of the Bond Trustee.  Except as provided 
below with respect to Defaulted Interest, payment of the interest on the Series 2017 Bonds shall be made to the 
person appearing on the Bond Register as the registered owner thereof at the close of business of the Bond 
Trustee on the Record Date for such interest payment and shall be paid (i) by check or draft mailed to such 
registered owner on the applicable Interest Payment Date at such owner’s address as it appears on the Bond 
Register or at such other address as is furnished to the Bond Trustee in writing by the applicable Record Date by 
such owner, or (ii) as to any registered owner of $500,000 or more in aggregate principal amount of Series 2017 
Bonds who so elects, by wire transfer of funds to such wire transfer address within the continental United States 
as such registered owner shall have furnished to the Bond Trustee in writing by the Record Date and upon 
compliance with the reasonable requirements of the Bond Trustee.  The “Record Date” means the February 1 or 
August 1 (whether or not a Business Day) next preceding an Interest Payment Date.  In the event of default in 
the payment of interest due on such Interest Payment Date, Defaulted Interest will be payable to the person in 
whose name such Series 2017 Bond is registered at the close of business on a special record date established by 
the Bond Trustee which special record date must not be more than 15 days nor less than 10 days preceding the 
date of the proposed payment and not less than 10 days after the receipt by the Bond Trustee of the notice of the 
proposed payment (the “Special Record Date”).  The Bond Trustee is required to cause notice of the proposed 
payment to be delivered to each registered owner of Series 2017 Bonds, as of the Special Record Date, not less 
than 10 days prior to such Special Record Date. 

Exchange and Transfer 
Upon surrender for transfer of any Series 2017 Bond at the designated corporate trust office of the Bond 

Trustee, the Authority shall execute and the Bond Trustee shall authenticate and deliver in the name of the 
transferee or transferees a new fully registered Series 2017 Bond or Series 2017 Bonds in Authorized 
Denominations of the same maturity for the aggregate principal amount which the registered owner is entitled to 
receive.  Any Series 2017 Bond or Series 2017 Bonds may be exchanged at said office of the Bond Trustee for a 
like aggregate principal amount of registered Series 2017 Bond or Series 2017 Bonds of the same maturity of 
other Authorized Denominations.  All Series 2017 Bonds presented for transfer or exchange shall be 
accompanied by a written instrument or instruments of transfer or authorization for exchange, in form and with 
guaranty of signature satisfactory to the Bond Trustee, duly executed by the registered owner or by such owner’s 
duly authorized attorney. 

No service charge shall be imposed upon the owner of any Series 2017 Bond requesting an exchange or 
transfer of any Series 2017 Bond.  The Authority and the Bond Trustee may, however, require the payment by 
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the person requesting an exchange or transfer of Series 2017 Bonds of a sum sufficient to cover any tax, fee or 
other governmental charge that may be imposed in relation thereto, except in the case of the issuance of a Series 
2017 Bond or Series 2017 Bonds for the unredeemed portion of a Series 2017 Bond surrendered for redemption 
in part. 

The Authority and the Bond Trustee shall not be required to register the transfer of or exchange of any 
Series 2017 Bond after notice calling such Series 2017 Bond or portion thereof for redemption has been mailed 
or during the period of 15 days next preceding the mailing of a notice of redemption of any Series 2017 Bonds 
of the same maturity. 

The Authority and the Bond Trustee may treat the registered owner of any Series 2017 Bond as the 
absolute owner thereof for all purposes, whether or not such Series 2017 Bond shall be overdue, and shall not be 
bound by any notice to the contrary.  All payments of or on account of the principal of and premium, if any, and 
interest on any such Series 2017 Bond shall be made only to or upon the written order of the registered owner 
thereof or such owner’s legal representative, but such registration may be changed only as described in the Bond 
Indenture.  All such payments shall be valid and effectual to satisfy and discharge the liability upon such Series 
2017 Bond to the extent of the sum or sums so paid. 

Advance Refunding of the Series 2017 Bonds 
Subject to any changes in federal tax laws, all or any portion of the Series 2017 Bonds may be advance 

refunded through the deposit in escrow of cash or noncallable Government Obligations for the benefit of the 
holders of such refunded Series 2017 Bonds.  See “SUMMARY OF CERTAIN PROVISIONS OF THE 
BOND INDENTURE AND THE LOAN AGREEMENT – Summary of Certain Provisions of the Bond 
Indenture – Defeasance” in Appendix D. 

BOOK-ENTRY-ONLY SYSTEM 

The information provided immediately below concerning DTC and the Book-Entry-Only System, as it 
currently exists, has been obtained from DTC and is not guaranteed as to accuracy or completeness by, and is 
not to be construed as a representation by, the Underwriter, the Authority, the Corporation or any future Member 
of the Obligated Group. 

General 
The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the Series 

2017 Bonds.  The Series 2017 Bonds will be issued as fully-registered securities registered in the name of Cede 
& Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative of 
DTC.  One fully-registered bond certificate will be issued for each maturity of the Series 2017 Bonds, each in 
the aggregate principal amount of such maturity, and will be deposited with DTC. 

 
DTC and its Participants 

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the 
New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a 
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform 
Commercial Code and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities 
Exchange Act of 1934, as amended.  DTC holds and provides asset servicing for over 3.6 million issues of U.S. 
and non-U.S. equity, corporate and municipal debt issues, and money market instruments (from over 100 
countries) that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also facilitates the post-trade 
settlement among Direct Participants of sales and other securities transactions in deposited securities, through 
electronic computerized book-entry transfers and pledges between Direct Participants’ accounts.  This 
eliminates the need for physical movement of securities certificates.  Direct Participants include both U.S. and 
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non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations and certain other 
organizations.  DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing 
Corporation, all of which are registered clearing agencies.  DTCC is owned by the users of its regulated 
subsidiaries.  Access to the DTC system is also available to others such as both U.S. and non-U.S. securities 
brokers and dealers, banks, trust companies and clearing corporations that clear through or maintain a custodial 
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants” and, together with the 
Direct Participants, the “Participants”).  DTC has a Standard & Poor’s rating of AA+.  The DTC Rules 
applicable to its Participants are on file with the Securities and Exchange Commission.  More information about 
DTC can be found at www.dtcc.com. 

Purchase of Ownership Interests 
Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will 

receive a credit for the Series 2017 Bonds on DTC’s records.  The ownership interest of each actual purchaser of 
each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.  
Beneficial Owners will not receive written confirmation from DTC of their purchase.  Beneficial Owners are, 
however, expected to receive written confirmations providing details of the transaction, as well as periodic 
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered 
into the transaction.  Transfers of ownership interests in the Series 2017 Bonds are to be accomplished by entries 
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial Owners 
will not receive certificates representing their ownership interests in Series 2017 Bonds, except in the event that 
use of the book-entry system for the Series 2017 Bonds is discontinued. 

Transfers 
To facilitate subsequent transfers, all Series 2017 Bonds deposited by Direct Participants with DTC are 

registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by 
an authorized representative of DTC.  The deposit of Bonds with DTC and their registration in the name of Cede 
& Co. or such other DTC nominee do not effect any change in beneficial ownership.  DTC has no knowledge of 
the actual Beneficial Owners of the Series 2017 Bonds; DTC’s records reflect only the identity of the Direct 
Participants to whose accounts such Series 2017 Bonds are credited, which may or may not be the Beneficial 
Owners.  The Direct and Indirect Participants will remain responsible for keeping account of their holdings on 
behalf of their customers. 

Notices 
Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants 

to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be 
governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect 
from time to time.  Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to 
them of notices of significant events with respect to the Series 2017 Bonds, such as redemptions, tenders, 
defaults, and proposed amendments to the security documents.  For example, Beneficial Owners of Bonds may 
wish to ascertain that the nominee holding the Series 2017 Bonds for their benefit has agreed to obtain and 
transmit notices to Beneficial Owners.  In the alternative, Beneficial Owners may wish to provide their names 
and addresses to the registrar and request that copies of notices be provided directly to them. 

Redemption notices shall be sent to DTC.  If less than all of the Series 2017 Bonds within an issue are 
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in 
such issue to be redeemed. 

Voting 
Neither DTC nor Cede & Co. nor any other DTC nominee will consent or vote with respect to Bonds 

unless authorized by a Direct Participant in accordance with DTC’s Procedures.  Under its usual procedures, 
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DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date.  The Omnibus Proxy 
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts Bonds are 
credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Payments of Principal and Interest 
Redemption proceeds, distributions, and dividend payments on the Series 2017 Bonds will be made to 

Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s 
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail 
information from the Authority or the Bond Trustee, on payable date in accordance with their respective 
holdings shown on DTC’s records.  Payments by Participants to Beneficial Owners will be governed by 
standing instructions and customary practices, as is the case with securities held for the accounts of customers in 
bearer form or registered in “street name,” and will be the responsibility of such Participant and not of DTC nor 
its nominee, the Bond Trustee, or the Authority, subject to any statutory or regulatory requirements as may be in 
effect from time to time.  Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. 
(or such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the 
Authority or the Bond Trustee, disbursement of such payments to Direct Participants will be the responsibility 
of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and 
Indirect Participants. 

Discontinuation of Book-Entry-Only System 
DTC may discontinue providing its services as depository with respect to the Series 2017 Bonds at any 

time by giving reasonable notice to the Authority or the Bond Trustee.  Under such circumstances, in the event 
that a successor depository is not obtained, Bond certificates are required to be printed and delivered. 

Under the Bond Indenture, the Authority or the Corporation may determine that (a) DTC is incapable of 
discharging its responsibilities described in the Bond Indenture or (b) that it is in the best interest of the 
beneficial owners of the Series 2017 Bonds that they be able to obtain certificated Bonds.  In that event, the use 
of the system of book-entry transfers through DTC (or a successor securities depository) will be discontinued 
and Bond certificates will be printed and delivered. 

The information in this Section concerning DTC and DTC’s book-entry system has been obtained from 
sources that the Authority and the Members of the Obligated Group believe to be reliable, but neither the 
Authority nor any Member of the Obligated Group takes any responsibility for the accuracy thereof. 

Neither the Authority, the Underwriter, the Corporation, nor any future Member of the Obligated Group 
will have any responsibility or obligations to any Direct Participants or Indirect Participants or the persons for 
whom they act with respect to (i) the accuracy of any records maintained by DTC or any such Direct 
Participant or Indirect Participant; (ii) the payment by any Participant of any amount due to any Beneficial 
Owner in respect of the principal of, premium, if any, or interest on the Series 2017 Bonds; (iii) the delivery by 
any such Direct Participant or Indirect Participant of any notice to any Beneficial Owner that is required or 
permitted under the terms of the Bond Indenture to be given to Bondholders; (iv) the selection of the Beneficial 
Owners to receive payment in the event of any partial redemption of the Series 2017 Bonds; or (v) any consent 
given or other action taken by DTC as Bondholder. 

SECURITY FOR THE SERIES 2017 BONDS 

General 
The Series 2017 Bonds will be special, limited obligations of the Authority and will be payable solely 

from (i) payments or prepayments on the Series 2017 Obligation; (ii) payments or prepayments made under the 
Loan Agreement (other than payments with respect to Unassigned Rights); (iii) monies held by the Bond 
Trustee under, and to the extent provided in, the Bond Indenture; (iv) in certain circumstances, proceeds from 
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insurance and condemnation awards or proceeds of sales made under the threat of condemnation and (v) income 
from the temporary investment of any of the foregoing.  Certain investment earnings on monies held by the 
Bond Trustee under the Bond Indenture may be transferred to a Rebate Fund established pursuant to the Tax 
Exemption Agreement related to the Series 2017 Bonds.  Amounts held in such Rebate Fund will not be part of 
the “trust estate” pledged to secure the Series 2017 Bonds, and consequently will not be available to make 
payments on the Series 2017 Bonds. 

The Series 2017 Bonds, any premium thereon and the interest thereon constitute special, limited 
obligations of the Authority and, except to such limited extent, do not constitute indebtedness or an 
obligation, general or moral, or a pledge of the full faith or loan of credit of the Authority, the State of 
Illinois or any political subdivision thereof, within the purview of any constitutional or statutory 
limitation or provision.  The Authority is obligated to pay the principal of, premium, if any, and interest 
on the Series 2017 Bonds and other costs incidental thereto only from the sources specified in the Bond 
Indenture.  Neither the full faith and credit nor the taxing powers of the State of Illinois or any political 
subdivision thereof is pledged to the payment of the principal of, premium, if any, and interest on the 
Series 2017 Bonds.  No owner of any Series 2017 Bond shall have the right to compel the taxing power of 
the State of Illinois or any political subdivision thereof to pay the principal of, premium, if any, or interest 
on the Series 2017 Bonds.  The Authority does not have the power to levy taxes for any purposes 
whatsoever. 

The Bond Indenture 
The Series 2017 Bonds will be issued by the Authority pursuant to the Bond Indenture.  Under the Bond 

Indenture, the Authority will pledge and assign to the Bond Trustee as security for the payment of principal of, 
premium, if any, and interest on the Series 2017 Bonds, all of its right, title and interest in and to (i) the Loan 
Agreement and all payments derived by the Authority from the Corporation under the Loan Agreement 
(excluding the Authority’s Unassigned Rights), (ii) the Series 2017 Obligation, and (iii) the funds created under 
the Bond Indenture and amounts held therein, including investment earnings (but excluding amounts on deposit 
in the Rebate Fund).  See “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE AND 
THE LOAN AGREEMENT – Summary of Certain Provisions of the Bond Indenture” in Appendix D. 

The Loan Agreement 
The Loan Agreement will provide that the Corporation shall make designated payments to the Bond 

Trustee in amounts sufficient to pay the principal of, premium, if any, and interest on the Series 2017 Bonds 
when due.  The Obligated Group’s obligation to make payments on the Series 2017 Obligation shall be satisfied 
to the extent payments are made by the Corporation under the Loan Agreement.  The Loan Agreement will also 
impose certain restrictions on the actions of the Corporation for the benefit of the Authority and the holders of 
the Series 2017 Bonds.  See “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE 
AND THE LOAN AGREEMENT – Summary of Certain Provisions of the Loan Agreement” in Appendix 
D. 

The Master Indenture and the Mortgage 
The Corporation’s obligations under the Loan Agreement will be secured by the Series 2017 Obligation, 

which will be issued and secured under the Master Indenture.  The Series 2017 Obligation will entitle the Bond 
Trustee, as the holder of the Series 2017 Obligation, to the protection and benefit of the covenants, restrictions 
and other obligations imposed on the Obligated Group by the Master Indenture.  The Series 2017 Obligation 
will also be secured by the Mortgage.  See “SECURITY FOR THE SERIES 2017 OBLIGATION – 
General” herein. 

Debt Service Reserve Fund 
The Bond Indenture provides for a Debt Service Reserve Fund (the “Debt Service Reserve Fund”) to be 

maintained for the benefit of the Series 2017 Bonds.  Moneys in the Debt Service Reserve Fund shall at all times 
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be maintained in an amount equal to the hereinafter defined Debt Service Reserve Fund Requirement.  Monies 
on deposit in the Debt Service Reserve Fund will be used by the Bond Trustee to make up any deficiencies in 
the Interest Fund and the Bond Sinking Fund (in that order).  “Debt Service Reserve Fund Requirement” means 
initially, $8,507,456.26 and, upon the maturity or redemption of any Series 2017 Bonds (by mandatory Bond 
Sinking Fund redemptions or otherwise), an amount equal to the lesser of (i) the Maximum Annual Debt Service 
Requirement during any Fiscal Year on the Series 2017 Bonds then Outstanding, (ii) an amount equal to 10% of 
the outstanding principal amount of the Series 2017 Bonds (determined in accordance with the provisions of 
U.S. Treasury Regulation Section 1.148-1(b)) or (iii) an amount equal to 125% of the average annual debt 
service requirements during any then current or future Fiscal Year on the Series 2017 Bonds, provided that the 
Maximum Annual Debt Service Requirement and the Debt Service Requirement for any of the Series 2017 
Bonds will be calculated in accordance with the provisions of the Master Indenture.   

Moneys in the Debt Service Reserve Fund shall be invested in Qualified Investments.  Qualified 
Investments in the Debt Service Reserve Fund shall be valued by the Bond Trustee on February 1 of each Fiscal 
Year (the “Valuation Date”) on the basis of fair market value (which valuation shall take into account any 
accrued and unpaid interest).  If on any Valuation Date the amount on deposit in the Debt Service Reserve Fund 
is less than 90% of the Debt Service Reserve Fund Requirement as a result of a decline in the market value of 
investments in the Debt Service Reserve Fund, the Loan Agreement requires the Corporation to deposit in the 
Debt Service Reserve Fund the amount necessary to restore the amount on deposit in the Debt Service Reserve 
Fund to the Debt Service Reserve Fund Requirement within 120 days following the date on which the 
Corporation receives notice of such deficiency.  If at any time the amount on deposit in the Debt Service 
Reserve Fund is less than 100% of the Debt Service Reserve Fund Requirement as a result of the Debt Service 
Reserve Fund having been drawn upon as provided in the Bond Indenture, the Loan Agreement requires the 
Corporation to restore the amount on deposit in the Debt Service Reserve Fund to an amount equal to the Debt 
Service Reserve Fund Requirement by the deposit therein of an amount equal to such deficiency in not more 
than 12 substantially equal monthly payments commencing with the first day of the seventh month after the 
month in which such deficiency occurs.  For more information concerning the Series 2010 Debt Service Reserve 
Fund, see “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE AND THE LOAN 
AGREEMENT — Summary of Certain Provisions of the Bond Indenture — Funds; Disposition of 
Revenues — 4. Debt Service Reserve Fund” in Appendix D. 

SECURITY FOR THE SERIES 2017 OBLIGATION 

General 
The Corporation’s obligations under the Loan Agreement will be secured by the Series 2017 Obligation, 

which will be issued and secured under the Master Indenture. The Series 2017 Obligation will entitle the Bond 
Trustee, as the holder of the Series 2017 Obligation, to the protection and benefit of the covenants, restrictions 
and other obligations imposed on the Obligated Group by the Master Indenture.  As of the date of issuance of 
the Series 2017 Bonds, the FSO Guaranty Obligation and the Series 2017 Obligation will be the only 
Obligations outstanding under the Master Indenture. 

The Master Indenture provides that payments on the Series 2017 Obligation, the FSO Guaranty 
Obligation and any Additional Obligations issued under the Master Indenture will be the joint and several 
obligations of the Corporation and any future Members of the Obligated Group.  Any person may become or 
cease being a Member of the Obligated Group in accordance with the provisions of the Master Indenture. See 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE 
— Summary of Certain Provisions of the Master Indenture - Entrance into the Obligated Group” and “— 
Cessation of Status as a Member of the Obligated Group” in Appendix C.  The accounts of the Corporation 
and any future Members of the Obligated Group will be combined for financial reporting purposes and will be 
used in determining whether various covenants and tests contained in the Master Indenture (including tests 
relating to the issuance of Additional Indebtedness) are satisfied. See “BONDHOLDERS’ RISKS — Certain 
Matters Relating to Enforceability of the Master Indenture.” 
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The Obligations, including the Series 2017 Obligation, will be secured by the Mortgage. The Mortgage 
grants a security interest in the Mortgaged Property, subject only to Permitted Encumbrances. The Mortgaged 
Property includes all of the facilities in which the principal operations of the Corporation are located, including 
the Community. For a summary of certain provisions of the Mortgage, see “SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE — Summary of Certain 
Provisions of the Mortgage” in Appendix C. 

The Corporation has previously delivered or will deliver a mortgagee title insurance policy or policies 
for the Mortgaged Property, with the Master Trustee being the named insured. The title policies will provide 
title insurance in an aggregate amount at least equal to the initial aggregate principal amount of the Outstanding 
Series 2017 Bonds. 

The Obligations, including the Series 2017 Obligation, will also be secured by a security interest in the 
Gross Revenues of the Corporation, subject only to Permitted Encumbrances. See “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE — Definitions of 
Certain Terms — Gross Revenues” in Appendix C. 

Additional Indebtedness 
The Master Indenture permits the Obligated Group to incur Additional Indebtedness (including 

Guaranties) which may, but need not, be evidenced or secured by an Additional Obligation issued under the 
Master Indenture.  Under certain conditions specified therein, the Master Indenture will permit the Members of 
the Obligated Group to issue Additional Obligations that will not be pledged under the Bond Indenture, but will 
be equally and ratably secured by the Master Indenture with the Series 2017 Obligation.  In addition, the Master 
Indenture will permit such Additional Obligations to be secured by security (including Liens on the Property), 
including life care facilities, of the Members of the Obligated Group and letters and lines of credit and 
insurance), which additional security of Liens need not be extended to secure any other Obligations (including 
the Series 2017 Obligation). See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE AND THE MORTGAGE — Summary of Certain Provisions of the Master Indenture — 
Liens on Property” and “— Permitted Additional Indebtedness” in Appendix C. 

In determining compliance with a number of provisions of the Master Indenture, including provisions 
governing the incurrence of Additional Indebtedness, the Obligated Group may assume that certain types of 
Indebtedness which bear interest at varying rates and which may not be payable over an extended term will bear 
interest over time at interest rates approximating current or recent long term fixed rates, will remain outstanding 
for a term longer than the actual term of such Indebtedness and will be amortized on a level debt service basis.  
The actual interest rates and payments on such Indebtedness may vary from such assumptions, and such 
variance may be material. See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE AND THE MORTGAGE — Summary of Certain Provisions of the Master Indenture — 
Permitted Additional Indebtedness” and “ — Calculation of Debt Service and Debt Service Coverage” in 
Appendix C. 

Amendments to the Master Indenture 
The Third Supplemental Master Indenture contains certain amendments to the Original Master 

Indenture (the “2017 Master Indenture Amendments”).  The holder of the FSO Guaranty Obligation has 
consented to the 2017 Master Indenture Amendments.  By purchasing the Series 2017 Bonds, the owners of the 
Series 2017 Bonds will be deemed to have consented to the 2017 Master Indenture Amendments. Since all of 
the owners of the Obligations issued under the Master Indenture will have consented to the 2017 Master 
Indenture Amendments, the amendments will become effective upon the issuance of the Series 2017 Bonds.  
The information in Appendix C “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE AND THE MORTGAGE” reflects the 2017 Master Indenture Amendments. 
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The Master Indenture provides that certain other amendments may be made to the Master Indenture 
with the consent of the holders of not less than a majority in aggregate principal amount of the Obligations 
which are Outstanding under the Master Indenture.  See “SUMMARY OF CERTAIN PROVISIONS OF 
THE MASTER INDENTURE AND THE MORTGAGE – Summary of Certain Provisions of the Master 
Indenture – Supplemental Master Indentures and Amendments of the Mortgage Requiring Consent of 
Obligation Holders” in Appendix C.  

Certain Covenants of the Obligated Group 
For the definitions of certain words and terms used in this section, see “SUMMARY OF 

CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE – DEFINITIONS 
OF CERTAIN TERMS” in Appendix C.  For a description of other operational and financial restrictions 
imposed on the Obligated Group, See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE AND THE MORTGAGE” in Appendix C. 

Rate Covenant.  If the Historical Debt Service Coverage Ratio of the Obligated Group is less than 
1.20:1 for any Fiscal Year (the “Required Coverage Level”), the Master Trustee shall require the Obligated 
Group, at the Obligated Group’s expense, to retain a Consultant to make recommendations with respect to the 
rates, fees and charges of the Obligated Group’s methods of operation and other factors affecting its financial 
condition in order to increase such Historical Debt Service Coverage Ratio to at least the Required Coverage 
Level for the following Fiscal Year. 

If the Obligated Group is required to retain a Consultant pursuant to the provisions of the preceding 
paragraph, such Consultant shall be retained as set forth in this paragraph.  Within 30 days of delivering the 
report to the Master Trustee stating the Historical Debt Service Coverage Ratio is below the Required Coverage 
Level, the Obligated Group shall select a Consultant, will cause a notice of the selection of such Consultant, 
including the name of such Consultant and a brief description of the Consultant, to be filed with EMMA and 
will cause the Master Trustee to send such notice to the holders of all Outstanding Obligations.  Such notice 
shall also state that the holders of the Obligations Outstanding will be deemed to have consented to the selection 
of the Consultant named in such notice unless such Obligation holder submits an objection to the selected 
Consultant in writing (in a manner acceptable to the Master Trustee) to the Master Trustee within 30 days of the 
date that the notice is sent to EMMA.  No later than two Business Days after the end of the 30-day objection 
period, the Master Trustee shall notify the Obligated Group Representative of the number of objections.  If a 
majority of the aggregate principal amount of the holders of the Outstanding Obligations has been deemed to 
have consented to the selection of the Consultant or have not responded to the request for consent, the Obligated 
Group Representative shall engage the Consultant within three Business Days.  If a majority of the aggregate 
principal amount of the holders of the Outstanding Obligations has objected to the Consultant selected, the 
Obligated Group Representative shall select another Consultant in the same manner provided in this paragraph. 

A copy of the Consultant’s report and recommendations, if any, shall be filed with each Member, the 
Master Trustee, each Related Bond Trustee and EMMA (in each case, with confidential material redacted as 
determined by the Obligated Group) within 60 days of retaining the Consultant. Each Member shall follow each 
recommendation of the Consultant applicable to it to the extent feasible (as determined in the reasonable 
judgment of the Governing Body of such Member) and permitted by law. The provisions of the Master 
Indenture summarized above shall not be construed to prohibit any Member from serving indigent patients to the 
extent required for such Member to continue its qualification as a Tax-Exempt Organization or from serving any 
other class or classes of patients without charge or at reduced rates so long as such service does not prevent the 
Obligated Group from satisfying the other requirements of the Master Indenture. 

The foregoing provisions notwithstanding, if the Historical Debt Service Coverage Ratio of the 
Obligated Group for any Fiscal Year does not meet the Required Coverage Level, the Master Trustee shall not 
be obligated to require the Obligated Group to retain a Consultant to make such recommendations if: (a) there is 
filed with the Master Trustee (who shall provide a copy to each Related Bond Trustee) a written report 
addressed to them of a Consultant (which Consultant and report, including without limitation the scope, form, 
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substance and other aspects of such report, are acceptable to the Master Trustee) which contains an opinion of 
such Consultant that applicable laws or regulations have prevented the Obligated Group from generating Income 
Available for Debt Service during such Fiscal Year sufficient to meet the requirements described herein, and, if 
requested by the Master Trustee, such report is accompanied by a concurring opinion of Independent Counsel 
(which Counsel and opinion, including without limitation the scope, form, substance and other aspects thereof, 
are acceptable to the Master Trustee) as to any conclusions of law supporting the opinion of such Consultant; 
(b) the report of such Consultant indicates that the rates charged by the Obligated Group are such that, in the 
opinion of the Consultant, the Obligated Group has generated the maximum amount of Revenues reasonably 
practicable given such laws or regulations; and (c) the Historical Debt Service Coverage Ratio of the Obligated 
Group for such Fiscal Year was at least 1.00:1.  The Obligated Group shall not be required to cause the 
Consultant’s report referred to in the preceding sentence to be prepared more frequently than once every two 
Fiscal Years if at the end of the first of such two Fiscal Years the Obligated Group provides to the Master 
Trustee (who shall provide a copy to each Related Bond Trustee) an opinion of Independent Counsel (which 
Counsel and opinion, including without limitation the scope, form, substance and other aspects thereof, are 
acceptable to the Master Trustee) to the effect that the applicable laws and regulations underlying the 
Consultant’s report delivered in respect of the previous Fiscal Year have not changed in any material way. 

An Event of Default arising from the Historical Debt Service Coverage Ratio shall only occur under the 
Master Indenture if one or more of the following conditions applies: (i) the Obligated Group fails to achieve a 
Historical Debt Service Coverage Ratio of at least 1.20:1 and fails to take all necessary action to comply with 
the procedures described herein for obtaining a Consultant’s report and following all recommendations 
contained in such report to the extent feasible (as determined by the Governing Body of the Obligated Group 
Representative) and permitted by law, (ii) the Obligated Group fails to achieve a Historical Debt Service 
Coverage Ratio of at least 1.00:1 for any Fiscal Year and the Days Cash on Hand of the Obligated Group as of 
the last day of such Fiscal Year is less than 180 Days Cash on Hand for such Fiscal Year or (iii) the Obligated 
Group fails to achieve Historical Debt Service Coverage Ratio of at least 1.00:1 for two consecutive Fiscal 
Years. 

In the event that any Member of the Obligated Group incurs Additional Indebtedness to finance any 
acquisition, construction, renovation or replacement project, the Debt Service Requirements on such Additional 
Indebtedness and the Revenues and Expenses relating to the project or projects financed with the proceeds of 
such Additional Indebtedness shall be excluded from the calculation of the Historical Debt Service Coverage 
Ratio of the Obligated Group as described under this caption for the purposes of complying with the provisions 
of the Master Indenture described under this subheading if certain conditions set forth in the Master Indenture 
are satisfied. 

See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE 
MORTGAGE — Summary of Certain Provisions of the Master Indenture — Rates and Charges” in 
Appendix C. 

Liquidity Covenant. The Obligated Group covenants that it will calculate the Days Cash on Hand of the 
Obligated Group as of March 31 and September 30 of each calendar year (each such date being a “Testing 
Date”), commencing with March 31, 2018. The Obligated Group shall deliver an Officer’s Certificate setting 
forth such calculation as of September 30 to the Master Trustee not less than 60 days after such September 30, 
and include such calculation as of March 31 in the Officer’s Certificate delivered pursuant to the Master 
Indenture and described under the heading “FINANCIAL REPORTING AND CONTINUING 
DISCLOSURE” herein. 

Each Obligated Group Member is required to conduct its business so that on each Testing Date the 
Obligated Group shall have not less than 150 Days Cash on Hand on each Testing Date (such required level of 
Days Cash on Hand is referred to as the “Liquidity Requirement”). 
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If the amount of Days Cash on Hand as of any Testing Date is less than the Liquidity Requirement, the 
Obligated Group Representative shall, within 30 days after receipt of the Officer’s Certificate disclosing such 
deficiency, deliver an Officer’s Certificate approved by a resolution of the Governing Body of the Obligated 
Group Representative to the Master Trustee setting forth in reasonable detail the reasons for such deficiency and 
adopting a specific plan setting forth steps to be taken designed to achieve the Liquidity Requirement for future 
periods. 

If the Obligated Group has not achieved the Liquidity Requirement by the next Testing Date following 
delivery of the Officer’s Certificate required in the preceding paragraph, the Obligated Group Representative 
shall retain a Consultant to make recommendations with respect to the rates, fees and charges of the Obligated 
Group and the Obligated Group’s methods of operation and other factors affecting its financial condition in 
order to increase the Days Cash on Hand to the Liquidity Requirement for future periods. A copy of the 
Consultant’s report and recommendations, if any, shall be filed with each Member, the Master Trustee, each 
Related Bond Trustee and EMMA (in each case, with confidential material redacted as determined by the 
Obligated Group) within 60 days of the date such Consultant is retained. Each Member of the Obligated Group 
shall follow each recommendation of the Consultant applicable to it to the extent feasible (as determined in the 
reasonable judgment of the Governing Body of the Member) and permitted by law. 

If the Obligated Group is required to retain a Consultant pursuant to the provisions of the preceding 
paragraph, such Consultant shall be retained as set forth in this paragraph.  Within 30 days of delivering the 
report to the Master Trustee stating the Liquidity Requirement has not been satisfied, the Obligated Group shall 
select a Consultant, will cause a notice of the selection of such Consultant, including the name of such 
Consultant and a brief description of the Consultant, to be filed with EMMA and will cause the Master Trustee 
to send such notice to the holders of all Outstanding Obligations.  Such notice shall also state that the holders of 
the Obligations Outstanding will be deemed to have consented to the selection of the Consultant named in such 
notice unless such Obligation holder submits an objection to the selected Consultant in writing (in a manner 
acceptable to the Master Trustee) to the Master Trustee within 30 days of the date that the notice is sent to 
EMMA.  No later than two Business Days after the end of the 30-day objection period, the Master Trustee shall 
notify the Obligated Group Representative of the number of objections.  If a majority of the aggregate principal 
amount of the holders of the Outstanding Obligations has been deemed to have consented to the selection of the 
Consultant or have not responded to the request for consent, the Obligated Group Representative shall engage 
the Consultant within three Business Days.  If a majority of the aggregate principal amount of the holders of the 
Outstanding Obligations has objected to the Consultant selected, the Obligated Group Representative shall select 
another Consultant in the same manner provided in this paragraph. 

Notwithstanding any other provision of the Master Indenture, failure of the Obligated Group to achieve 
the Liquidity Requirement for any Fiscal Year shall not constitute an event of default under the Master 
Indenture if the Obligated Group takes all action necessary to comply with the procedures set forth above for 
preparing a report and adopting a plan and follows each recommendation contained in such report to the extent 
feasible (as determined by the Governing Body of the Obligated Group Representative) and permitted by law. 

See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE 
MORTGAGE — Summary of Certain Provisions of the Master Indenture — Liquidity Covenant” in 
Appendix C. 

Application for Rating.  The Master Indenture provides that not later than 150 days after receipt by the 
Obligated Group Representative of the audited financial statements of the Obligated Group for each Fiscal Year 
commencing with March 31, 2019, and thereafter, the Obligated Group will approach any Rating Agency to 
obtain a credit rating until the Obligated Group obtains a credit rating of “BBB-” (or an equivalent rating) or 
better from any Rating Agency (an “Investment Grade Credit Rating”).  Notwithstanding the foregoing, (a) the 
requirement to annually approach a Rating Agency shall be suspended for so long time as the Obligated Group 
maintains an Investment Grade Credit Rating; and (b) the Obligated Group shall not be required to approach a 
Rating Agency to obtain a credit rating if the Obligated Group Representative reasonably believes (after 
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consultation with its financial advisors) that the Obligated Group will not meet the criteria of any Rating Agency 
for an Investment Grade Credit Rating based on the then-existing published rating criteria of the Rating 
Agencies.  See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE 
MORTGAGE – Summary of Certain Provisions of the Master Indenture – Application for Rating” in 
Appendix C. 

Actuarial Study.  Every three Fiscal Years commencing with the Fiscal Year ending March 31, 2020, 
the Obligated Group will obtain an actuarial report regarding the obligations of the Members of the Obligated 
Group to provide life care services to residents of the Members’ communities.  An executive summary of such 
actuarial report (which may exclude or be redacted to exclude confidential information) will be filed with the 
annual financial information required to be provided to the Master Trustee and described under the heading 
“FINANCIAL REPORTING AND CONTINUING DISCLOSURE— Financial Reporting” herein.   

Disposition of Property.  The Master Indenture imposes limitations on the Corporation’s ability to 
dispose of its property, including the Mortgaged Property. For more information, see “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE — Summary of 
Certain Provisions of the Master Indenture — Sale, Lease or Other Disposition of Property” in Appendix 
C. 

BONDHOLDERS’ RISKS 

Set forth below are certain risk factors which should be considered before any investment in the Series 
2017 Bonds is made.  Certain risks are inherent in the successful operation of the Community facilities.  This 
section discusses some of these risks but is not intended to be a comprehensive listing of all risks associated 
with the operation of the Community or the payment of the Series 2017 Bonds. 

General  
The Series 2017 Bonds are limited obligations of the Authority payable by the Authority solely from 

amounts payable by the Corporation under the Loan Agreement or the Obligated Group under the Master 
Indenture.  No representation or assurance is given or can be made that revenues will be realized by the 
Corporation or any future Members of the Obligated Group in amounts sufficient to pay debt service on the 
Series 2017 Bonds when due and other payments necessary to meet the obligations of the Corporation.  The 
bondholders’ risks discussed below should be considered in evaluating the ability of the Corporation to make 
payments in amounts sufficient to provide for the payment of the principal of, the premium, if any, and interest 
on the Series 2017 Bonds. 

The receipt of future revenues by the Corporation will be subject to, among other factors, federal and 
state policies affecting the senior housing and health care industries (including changes in reimbursement rates 
and policies), increased competition from other senior housing and health care providers, the capability of the 
management of the Corporation and future economic and other conditions that are impossible to predict.  The 
extent of the ability of the Corporation to generate future revenues has a direct effect upon the payment of, 
principal of, premium, if any, and interest on the Series 2017 Bonds.  Neither the Underwriter nor the Authority 
has made any independent investigation of the extent to which any such factors may have an adverse effect on 
the revenues of the Corporation. 

Additions to the Obligated Group 
The Corporation is the sole member of the Obligated Group.  Upon satisfaction of certain conditions in 

the Master Indenture, other entities can become members of the Obligated Group.  See  “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE AND MORTGAGE – Summary of Certain 
Provisions of the Master Trust Indenture – Entrance into the Obligated Group” in Appendix C hereto.  
Management of the Corporation currently has no plans to add additional members to the Obligated Group.  
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However, if and when new members are added, the Obligated Group’s financial situation and operations will 
likely be altered from that of the Corporation alone. 

Management of the Community 
The successful operation of the Community is heavily dependent upon the efforts of its management. 

Day-to-day management is provided by officers and employees of the Corporation. For more information, see 
Appendix A — “CORPORATE STRUCTURE AND GOVERNANCE — Management of FSO and the 
Borrower.” 

Uncertainty of Revenues 
The ability of the Corporation to make payments under the Loan Agreement and the Series 2017 

Obligation is dependent upon the generation of revenues by the Corporation in amounts necessary to pay the 
principal, premium, if any, and interest thereon, and to pay other operating and capital expenses.  The success of 
the Corporation depends upon: the impact of government regulations; the maintenance of high occupancy levels 
at the Community by eligible residents who are able to pay the entrance fees, monthly service fees and health 
care fees; the capabilities of the management of the Community; and unpredictable future economic and other 
conditions.  Any of these factors may affect revenues and payment of debt service on the Series 2017 Bonds.  
No representation or assurance can be made that revenues will be realized by the Corporation in amounts 
sufficient to make the required payments on the Series 2017 Bonds. 

Failure to Achieve and Maintain Occupancy and Turnover 
The economic feasibility of the Community depends in large part upon the ability of the Corporation to 

maintain substantial occupancy and turnover of residents throughout the term of the Series 2017 Bonds. This 
depends to some extent on factors outside management’s control, such as the residents’ right to terminate their 
residency agreements, subject to the condition provided in the residency agreements. Moreover, if a substantial 
number of residents live beyond the anticipated life expectancies assumed by the Corporation or if the 
permanent transfers to the health care facility are substantially less than assumed by the Corporation as the 
nursing beds are filled only from independent living residents, or if market changes require a reduction in the 
amount of the entrance fees payable by new residents, the receipt of additional entrance fees would be curtailed, 
with a consequent impairment of the revenues of the Community. Such impairment would also result if the 
Corporation is unable to remarket units becoming available when residents die, withdraw, or are permanently 
transferred to the health care center or any other facility. If the Community fails to achieve and maintain 
occupancy levels and turnover of residents as management forecasted, there may be insufficient funds to pay the 
debt service on the Series 2017 Bonds. 

Utilization Demand 
Several factors could, if implemented, affect demand for services of the Community, including:  

(i) efforts by insurers and governmental agencies to reduce utilization of skilled nursing home and long-term 
care facilities by such means as preventive medicine and home health care programs; (ii) advances in scientific 
and medical technology; and (iii) increased or more effective competition from nursing home, assisted living 
facilities and long-term care facilities now or hereafter located in the service area of the Community.  Decreased 
demand for the services of the Community may adversely affect the Obligated Group’s ability to generate 
sufficient revenues to make the required payments on the Series 2017 Bonds.  

Competition 
The Corporation provides services in areas where other competitive facilities exist and may face 

additional competition in the future as a result of the construction or renovation of competitive facilities in the 
primary or secondary market area of the Corporation.  There may also arise in the future competition from other 
continuing care facilities, some of which may offer similar facilities, but not necessarily similar services, at 
lower prices.  See Appendix A hereto. 
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Nature of Facilities 
The Community is not comprised of general purpose buildings and generally would not be suitable for 

industrial or commercial use. Consequently, it could be difficult to find a buyer or lessee for such facilities and, 
upon any default, the Master Trustee may not realize the amount of the outstanding Series 2017 Bonds or any 
other Additional Indebtedness outstanding from the sale or lease of such facilities if it were necessary to proceed 
against such facilities, whether pursuant to a judgment, if any, against the Corporation including in the event of 
foreclosure under the Mortgage. 

Rights of Residents 
The Corporation enters into residency agreements with its residents.  For more information about the 

residency agreements, see “RESIDENCY AGREEMENT - Life Care Agreements” and “Fee-For-Service 
Agreements” in Appendix A hereto.  Although these agreements give to each resident a contractual right to use 
space and not any ownership rights in the Community, in the event that the Bond Trustee or the holders of the 
Series 2017 Bonds seek to enforce any of the remedies provided by the Bond Indenture upon the occurrence of a 
default or the Master Trustee seeks to enforce remedies under the Mortgage, it is impossible to predict the 
resolution that a court might make of competing claims between the Master Trustee, the Bond Trustee, the 
Authority or the holders of the Series 2017 Bonds and a resident of the Community who has fully complied with 
all the terms and conditions of his or her Residency Agreement. 

Sale of Personal Residences 
Many prospective residents of the Community are required to sell their homes to pay the entrance fee 

prior to occupancy or to meet other financial obligations under the Residency Agreements.  If prospective 
residents encounter difficulties in selling their homes due to local or national economic conditions affecting the 
sale of residential real estate, such prospective resident may not have sufficient funds to pay any required 
entrance fee or to meet other financial obligations under the Residency Agreements, thereby causing a delay in 
remarketing of vacated units, which would have an adverse impact on the occupancy of the Corporation and the 
revenues of the Corporation. 

Nature of Income of the Elderly 
A large percentage of the monthly income of some of the residents and prospective residents of the 

Community is fixed income, derived from pensions and social security. In addition, some residents may 
liquidate assets in order to pay entrance fees or to meet other financial obligations under the Residency 
Agreements. If the Corporation is required to increase such fees to cover increases in operating costs and other 
expenses, some residents and prospective residents may have difficulty paying, or be unable to pay, the 
increased entrance fees and monthly fees. 

Regulation of Health Care and Long-Term Care Industries 
General.  The health care industry is highly dependent on a number of factors which may limit the 

ability of the Corporation to meet its obligations under the Loan Agreement, the Master Indenture and the Series 
2017 Obligation.  Among other things, participants in the health care industry (such as the Corporation) are 
subject to significant regulatory requirements of federal, state and local governmental agencies and independent 
professional organizations and accrediting bodies, technological advances and changes in treatment modes, 
various competitive factors and changes in third-party reimbursement programs.  Discussed below are certain of 
these factors which could have a significant effect on the future operations and financial condition of the 
Corporation.  The Corporation is and will continue to be subject to certain governmental regulation.  Illinois has 
enacted comprehensive legislation which regulates the Corporation.  See “REGULATIONS AND 
LICENSES” in Appendix A hereto. 

Health Care Reform.  The Patient Protection and Affordable Care Act of 2010 and the Health Care and 
Education Affordability Reconciliation Act of 2010 (collectively referred to as the “Health Care Reform Law”) 
was designed to overhaul the United States health care system and addresses almost all aspects of healthcare 
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facility and provider operations, including the delivery of health care services, the financing of health care costs, 
healthcare provider reimbursement and the legal obligations of healthcare providers, insurers, employers and 
consumers.  Several attempts have been made to repeal and replace the Health Care Reform Law, but to date, 
none have been successful.  It is unclear whether any legislative action will entail a full repeal of the Health 
Care Reform Law or the amendment, replacement or modification of particular aspects of the Health Care 
Reform Law, the timing of enactment and implementation of alternative provisions, and the impact of 
alternative provisions on health care industry participants.  The Congressional Budget Office forecasts that 
repealing the Health Care Reform Law could cause the number of uninsured to grow by approximately 24 
million by 2026.  The ultimate outcome of any legislative efforts to repeal, amend or reduce funding for the 
Health Care Reform Law is currently unknown. 

To date, substantial changes have already occurred in the United States health care system as a result of 
the Health Care Reform Law.  Changes include new payment models which may result in lower health care 
provider reimbursement from Medicare, utilization changes, increased government enforcement and the 
necessity for health care providers to assess, and potentially alter, their business strategy and practices, among 
other consequences.  While many providers may receive reduced payments for care, millions of previously 
uninsured Americans have obtained health insurance coverage as a result of the Health Care Reform Law.  Cost 
containment measures and federal deficit reduction efforts will likely curb federal Medicare and Medicaid 
spending further to the detriment of health care providers. 

The Health Care Reform Law includes a number of initiatives that impact skilled nursing facility 
reimbursement.  There is no assurance that payments made by the Centers for Medicare and Medicaid Services 
(“CMS”) as a result of reimbursement reform measures will be sufficient to cover a facility’s costs.  In addition, 
any future Congressional action related to value-based purchasing or adjustments to market basket updates could 
negatively affect the Corporation’s revenues. 

While management of the Corporation is currently operating within the framework of the Health Care 
Reform Law, management cannot predict with any reasonable degree of certainty or reliability any ultimate 
effects of the enacted legislation or promulgated regulations, or the legislative efforts to repeal and/or replace 
current legislation or promulgated regulations, on the Corporation’s operations or financial condition. 

Federal Tax Reform.  The U.S. House of Representatives (the “House”) has passed a tax reform bill 
and the U.S. Senate (the “Senate”) recently introduced and passed its tax reform bill.  Both the House and 
Senate bills make sweeping changes to many areas of the tax law, including dramatically reducing the ability of 
state and local governments to issue tax-exempt bonds by eliminating advance refundings.  In addition, the 
House proposal would eliminate the federal tax-exemption of qualified private activity bonds, including bonds 
issued for the benefit of organizations, such as the Corporation, that are tax-exempt organizations under Section 
501(c)(3) of the Code.  If enacted, the changes to the Code would apply to all bonds issued after December 31, 
2017, and would not allow for refundings of bonds issued prior to the effective dates of the rules, including the 
Series 2017 Bonds.  It is unknown when Congress will complete this process or what, if any, legislation will 
result from such process.  The adoption of any such legislation could increase the cost to the Corporation of 
financing future capital needs.     

Medicare and Medicaid Programs.  Medicare provides certain health care benefits to beneficiaries who 
are 65 years of age or older, blind, disabled, or qualify for the end stage renal disease program.  Medicaid is a 
program of financial assistance, funded jointly by the federal government and each of the various states, 
primarily for medical assistance to certain needy individuals and their dependents.  Due to health care reform as 
well as continuing political and financial pressures, the legal and regulatory environment surrounding the 
Medicaid and Medicare programs has been changing and is expected to continue to change.  Future changes to 
Medicare and Medicaid may alter features including:  (1) services eligible for payment; (2) rates of payment; (3) 
eligibility requirements to participate or qualify for different levels of payment/reimbursement; (4) 
consequences of violations; (5) rates and requirements relating to additional payments unrelated to services 
offered to patients; (6) guidelines relating to interactions between the participating healthcare providers, third 
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party payors and the federal and state governments; and (7) payment methodologies.  Past federal budgets have 
contained cuts to the Medicare program budget.  In addition, due to the sequestration required by the Budget 
Control Act of 2011, annual cuts to the Medicare program of 2% of total program costs are expected to continue 
through 2023.  While it is uncertain whether future federal budgets will propose additional cuts to these 
programs, any reduction in the level of Medicare spending or a reduction in the rate of increase of Medicare 
spending may have an adverse impact on the revenues of the Corporation derived from the Medicare program.  
For a description of the Corporation’s payor mix related to its skilled nursing units, including Medicare 
reimbursement, see “FINANCIAL INFORMATION - Management’s Discussion and Analysis” in Appendix 
A hereto. 

Skilled Nursing Facility (“SNF”) services are covered by the Medicare program only if the patient 
spends at least three consecutive days as a hospital inpatient for a related condition prior to admission to the 
SNF and if the patient was admitted to the SNF within 30 days of discharge from the hospital.  Medicare 
reimburses for such post hospital inpatient nursing services provided by the SNF for up to 100 days for each 
spell of illness, subject to coinsurance and deductible payments from the patient. 

SNFs are paid pursuant to a prospective payment system (“PPS”).  Pursuant to this PPS, SNFs are paid 
a case mix adjusted federal per diem rate for Medicare covered SNF services.  The per diem rate is calculated to 
cover routine service costs, ancillary costs, and capital related costs.  The PPS rates are adjusted annually using 
a SNF market basket index.  The rates are also adjusted by the hospital wage index to account for geographic 
variations in wages.  There is no assurance that payments made by CMS will be sufficient to cover the facility’s 
costs.  In addition, any future Congressional action to decrease the SNF PPS per diem rates or establishment of 
an alternative classification system could negatively affect the Corporation’s revenues. 

Illinois Medicaid.  In Illinois, Medicaid is administered by the Illinois Department of Healthcare and 
Family Services (“IDHFS”).  The State of Illinois continues to be adversely affected by fiscal considerations 
that affect the budget for programs such as Medicaid.  Historically, federal payments and the amount 
appropriated by the Illinois General Assembly for payment of Medicaid claims have not been sufficient to 
reimburse hospitals for their actual costs in providing services to Medicaid patients.  Also, the state has routinely 
failed to pay Medicaid claims on a timely basis.  Since 2012, Illinois has cut approximately $1.6 billion from the 
state’s Medicaid funding, representing approximately $1.36 billion in program reductions and $240 million in 
reimbursement rate cuts.  Illinois also limits the maximum amount of unpaid Medicaid Assistance bills received 
and recorded by IDHFS on or before June 30 of a particular fiscal year that may be paid by IDHFS from future 
fiscal year Medicaid Assistance appropriations to $100 million each fiscal year after 2014.  The reduction in 
Medicaid services and programs, as well as any failure by the State to pay Medicaid claims on a timely basis, 
may have an adverse effect on the Corporation’s cash flow and financial condition. 

In July 2013, Illinois enacted the Expanded Medicaid Act, expanding Medicaid health coverage to 
adults under the age of 65 with incomes under 138% of the federal poverty level.  The federal government paid 
100% of the cost of the newly eligible Medicaid recipients in 2014, 2015 and 2016, with the matching level 
phasing down (beginning in 2014, by about 2% per year) to 90% by 2020 and subsequent years.  It is unclear if 
and to what extent any federal legislative efforts to repeal, amend or reduce funding for the Health Care Reform 
Law will have on Medicaid expansion in Illinois. 

Illinois Regulations Governing Assisted Living Facilities and Life Care Facilities.  Illinois assisted 
living facilities tend to provide residential living accommodations, communal meals and concierge services.  In 
addition, assisted living facilities usually offer or arrange for some personal care assistance, including bathing, 
dressing and ambulating.  Assisted living facilities in Illinois are subject to licensure as described below. 

Illinois life care facilities require a permit from The Illinois Department of Public Health (“IDPH”).  
Residents must execute a life care contact whereby the facility provides to a person for the duration of such 
person’s life or for a term in excess of one (1) year, nursing services, medical services or personal care services, 
in addition to maintenance services.  
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The Assisted Living and Shared Housing Act (the “ALSH Act”) establishes a licensing and regulatory 
framework for “assisted living establishments” in Illinois.  Failure to comply with the ALSH Act and other 
regulations governing life care and assisted living facilities could have a material adverse effect on the 
operations of the Corporation and any future Member of the Obligated Group. 

Illinois Licensure of Long-Term Care Facilities.  IDPH licenses, regulates and inspects at least 
annually all long-term care facilities within the state.  IDPH also assists CMS with certifying these facilities for 
participation in federal payment reimbursement programs.  IDPH’s Bureau of Long-term Care is responsible for 
ensuring that nursing homes comply with the provisions of the Illinois Nursing Home Care Act.  In addition, 
under a cooperative agreement with CMS, IDPH conducts certification surveys to ensure facilities receiving 
Medicare money for resident payment abide by applicable federal regulations.  According to IDPH, IDPH 
conducts about 10,000 surveys each year, including annual licensure inspections, complaint investigations and 
re-inspections. 

Nursing homes in Illinois are licensed, regulated, inspected and certified by a number of public and 
private agencies at the state and federal levels, including IDPH and CMS.  Failure to obtain and maintain 
licensure with IDPH would have a material adverse effect upon the Corporation and any future Member of the 
Obligated Group’s ability to operate its facilities. 

Medicare and Medicaid Anti-Fraud and Abuse Provisions.  The Medicare and Medicaid anti-fraud and 
abuse provisions of the Social Security Act (the “Anti-Kickback Law”) make it a felony, subject to certain 
exceptions, to engage in illegal remuneration arrangements with physicians and other health care providers for 
the referral of Medicare beneficiaries.  Violation of these provisions constitutes a felony and may result in 
imprisonment for up to five years and fines of up to $25,000.  In addition, the U.S. Department of Health and 
Human Services (“HHS”) has the authority to impose civil assessments and fines, and may exclude providers 
engaged in prohibited activities from participation in the Medicare and Medicaid programs, as well as certain 
other state and federal health care programs.  The Secretary of HHS is required to exclude from such programs 
any providers convicted of a criminal offense relating to the delivery of Medicare or Medicaid services, for not 
less than five years.  Exclusion from these programs would have a material adverse effect on the operations and 
financial condition of the Corporation.  The scope of prohibited payments in the Anti-Kickback Law is broad.  
HHS has published regulations which describe certain arrangements that will not be deemed to constitute 
violations of the Anti-Kickback Law.  The safe harbors described in the regulations are narrow and do not cover 
a wide range of economic relationships which many hospitals, physicians and other health care providers 
consider to be legitimate business arrangements not prohibited by the statute.  Because the regulations describe 
safe harbors and do not purport to describe comprehensively all lawful or unlawful economic arrangements or 
other relationships between health care providers and referral sources, health care providers having these 
arrangements or relationships may be required to alter them in order to ensure compliance with the Anti-
Kickback Law. 

Restrictions on Referrals.  Current federal law (known as the “Stark” law provisions) prohibits 
providers of “designated health services” from billing Medicare or Medicaid when the patient is referred by a 
physician or an immediate family member with a financial relationship with the provider, with limited 
exceptions.  “Designated health services” include the following:  clinical laboratory services; physical therapy 
services; occupational therapy services; radiology services, including magnetic resonance imaging, 
computerized axial tomography scans, and ultrasound services; radiation therapy services and supplies; durable 
medical equipment and services; parenteral and enteral nutrients, equipment and supplies; prosthetics, orthotics, 
and prosthetic devices and supplies; home health services; outpatient prescription drugs; and inpatient and 
outpatient hospital services.  The sanctions under the Stark law include denial and refund of payments, civil 
monetary penalties and exclusions from the Medicare and Medicaid programs. 

False Claims Act/Qui Tam Actions.  Medicare requires that extensive financial information be reported 
on a periodic basis and in a specific format or content.  These requirements are numerous, technical and 
complex and may not be fully understood or implemented by billing or reporting personnel.  With respect to 
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certain types of required information, the False Claims Act and the Social Security Act may be violated by mere 
negligence or recklessness in the submission of information to the government even without any intent to 
defraud.  New billing systems, new medical procedures and procedures for which there is not clear guidance 
may all result in liability.  The penalties for violation include criminal or civil liability and may include, for 
serious or repeated violations, exclusion from participation in the Medicare program. 

The False Claims Act provides that an individual may bring a civil action for a violation of the Act.  
These actions are referred to as Qui Tam actions.  In this way, an employee would be able to sue on behalf of the 
U.S. government if he or she believes that the health care entity has committed fraud.  If the government 
proceeds with an action brought by this individual, then he or she could receive as much as 25% of any money 
recovered. 

Certain Matters Relating to Enforceability of the Master Indenture 
The obligation of the Members of the Obligated Group to make payments on the Series 2017 Obligation 

will be limited to the same extent as the obligations of debtors typically are affected by bankruptcy, insolvency 
and the application of general principles of creditors’ rights and as additionally described below. 

The accounts of the Obligated Group will be combined for financial reporting purposes and will be used 
in determining whether various covenants and tests contained in the Master Indenture (including tests relating to 
the incurrence of Additional Indebtedness) are met, notwithstanding the uncertainties as to the enforceability of 
certain obligations of the Obligated Group contained in the Master Indenture which bear on the availability of 
the assets and revenues of the Obligated Group to pay debt service on Obligations, including the Series 2017 
Obligation pledged under the Bond Indenture as security for the Series 2017 Bonds.  The obligations described 
herein of the Obligated Group to make payments of debt service on Obligations issued under the Master 
Indenture (including transfers in connection with voluntary dissolution or liquidation) may not be enforceable to 
the extent (1) enforceability may be limited by applicable bankruptcy, moratorium, reorganization or similar 
laws affecting the enforcement of creditors’ rights and by general equitable principles, (2) such payments (i) are 
requested with respect to payments on any Obligations issued by a Member other than the Member from which 
such payment is requested, issued for a purpose which is inconsistent with the charitable purposes of the 
Member of the Obligated Group from which such payment is requested or issued for the benefit of a Member of 
the Obligated Group which is not a Tax-Exempt Organization; (ii) are requested to be made from any moneys or 
assets that are donor-restricted or that are subject to a direct or express trust that does not permit the use of such 
moneys or assets for such a payment; (iii) would result in the cessation or discontinuation of any material 
portion of the health care or related services previously provided by the Member of the Obligated Group from 
which such payment is requested; or (iv) are requested to be made pursuant to any loan violating applicable 
usury laws and (3) specific enforcement or injunctive relief is not available.  The extent to which the assets of 
any future Member of the Obligated Group may fall within the categories (ii) and (iii) above with respect to the 
Series 2017 Obligation cannot now be determined.  The amount of such assets which could fall within such 
categories could be substantial. 

A Member of the Obligated Group may not be required to make any payment on any Obligation, or 
portion thereof, the proceeds of which were not loaned or otherwise disbursed to such Member of the Obligated 
Group to the extent that such payment would render such Member of the Obligated Group insolvent or which 
would conflict with or not be permitted by or which is subject to recovery for the benefit of other creditors of 
such Member of the Obligated Group under applicable laws.  There is no clear precedent in the law as to 
whether such payments from a Member of the Obligated Group in order to pay debt service on the Series 2017 
Obligation may be voided by a trustee in bankruptcy in the event of bankruptcy of a Member of the Obligated 
Group, or by third-party creditors in an action brought pursuant to Illinois fraudulent conveyance statutes.  
Under the United States Bankruptcy Code, a trustee in bankruptcy and, under Illinois fraudulent conveyance 
statutes and common law, a creditor of a related guarantor, may avoid any obligation incurred by a related 
guarantor if, among other bases therefor, (1) the guarantor has not received fair consideration or reasonably 
equivalent value in exchange for the guaranty and (2) the guaranty renders the guarantor insolvent, as defined in 
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the United States Bankruptcy Code or Illinois fraudulent conveyance statutes, or the guarantor is 
undercapitalized. 

Application by courts of the tests of “insolvency,” “reasonably equivalent value” and “fair 
consideration” has resulted in a conflicting body of case law.  It is possible that, in an action to force a Member 
of the Obligated Group to pay debt service on an Obligation for which it was not the direct beneficiary, a court 
might not enforce such a payment in the event it is determined that the Member of the Obligated Group is 
analogous to a guarantor of the debt of the Member of the Obligated Group who directly benefited from the 
borrowing and that sufficient consideration for such Member’s guaranty was not received and that the 
incurrence of such Obligation has rendered or will render the Member of the Obligated Group insolvent. 

The effectiveness of the security interest in the Obligated Group’s Gross Revenues granted in the 
Master Indenture may be limited by a number of factors, including without limitation: (i) present or future 
prohibitions against assignment contained in any applicable statutes or regulations; (ii) certain judicial decisions 
that cast doubt upon the right of the Master Trustee, in the event of the bankruptcy of any Member of the 
Obligated Group, to collect and retain accounts receivable from Medicare, Medicaid, General Assistance and 
other governmental programs; (iii) commingling of the proceeds of Gross Revenues with other moneys of a 
Member of the Obligated Group not subject to the security interest in Gross Revenues; (iv) statutory liens; (v) 
rights arising in favor of the United States of America or any agency thereof; (vi) constructive trusts, equitable 
or other rights impressed or conferred by a federal or state court in the exercise of its equitable jurisdiction; (vii) 
federal bankruptcy laws which may affect the enforceability of the Mortgage (if granted as required by the 
Master Indenture under certain circumstances), or the security interest in the Gross Revenues of the Obligated 
Group which are earned by the Obligated Group within 90 days preceding or, in certain circumstances with 
respect to related corporations, within one year preceding and after any effectual institution of bankruptcy 
proceedings by or against a Member of the Obligated Group; (viii) rights of third parties in Gross Revenues 
converted to cash and not in the possession of the Master Trustee; and (ix) claims that might arise if appropriate 
financing or continuation statements are not filed in accordance with the Illinois Uniform Commercial Code as 
from time to time in effect. 

Pursuant to the Master Indenture, each Member of the Obligated Group who pledges its Gross Revenues 
under the Master Indenture covenants and agrees that, if an event of default should occur and be continuing, it 
will, upon the direction of the Master Trustee, deposit the proceeds of its Gross Revenues with the Master 
Trustee. 

There exists, in addition to the foregoing, common law authority and authority under Illinois statutes 
pursuant to which the related state courts may terminate the existence of a not for profit corporation or undertake 
supervision of its affairs on various grounds, including a finding that such corporation has insufficient assets to 
carry out its stated charitable purposes or has taken some action which renders it unable to carry out such 
purposes.  Such court action may arise on the court’s own motion pursuant to a petition of the Illinois Attorney 
General or such other persons who have interests different from those of the general public, pursuant to the 
common law and statutory power to enforce charitable trusts and to see to the application of their funds to their 
intended charitable uses. 

Additional Indebtedness 
The Master Indenture permits the Members of the Obligated Group to issue or incur Indebtedness, 

which may be secured by Obligations on a parity with the Series 2017 Obligation.  See “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE – Summary of 
Certain Provisions of the Master Indenture – Permitted Additional Indebtedness” in Appendix C.  In the 
future, the issuance or incurrence of such obligations could increase the debt service and repayment 
requirements of the Obligated Group in a manner which would adversely affect debt service coverage on the 
Series 2017 Bonds. 
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Environmental Laws and Regulations 
Health care providers are subject to a wide variety of federal, state and local environmental and 

occupational health and safety laws and regulations, which address, among other things, health care operations 
and facilities and properties owned or operated by health care providers.  Among the type of regulatory 
requirements faced by health care providers are (a) air and water quality control requirements, (b) waste 
management requirements, (c) specific regulatory requirements applicable to asbestos, polychlorinated 
biphenyls and radioactive substances, (d) requirements for providing notice to employees and members of the 
public about hazardous materials handled by or located at the health care facility, (e) requirements for training 
employees in the proper handling and management of hazardous materials and wastes, and (f) other 
requirements. 

In its role as the owner and operator of properties or facilities, the Corporation may be subject to 
liability for investigating and remedying any hazardous substances that may have migrated off of its property.  
Typical health care operations include, but are not limited to, in various combinations, the handling, use, 
storage, transportation, disposal and discharge of hazardous, infectious, toxic, radioactive, flammable and other 
hazardous materials, wastes, pollutants or contaminants.  As such, health care operations are particularly 
susceptible to the practical, financial and legal risks associated with compliance with such laws and regulations.  
Such risks may (a) result in damage to individuals, property or the environment, (b) interrupt operations and 
increase their cost, (c) result in legal liability, damages, injunctions or fines and (d) result in investigations, 
administrative proceedings, penalties or other governmental agency actions.  There is no assurance that the 
Corporation will not encounter such risks in the future, and such risks may result in adverse consequences to the 
operation or financial condition of the Corporation. 

Intermediate Sanctions 
The Taxpayers Bill of Rights, referred to for purposes of this Official Statement as the Intermediate 

Sanctions Law, allows the Internal Revenue Service (the “IRS”) to impose “intermediate sanctions” against 
certain individuals in circumstances involving the violation by tax-exempt organizations of the prohibition 
against private inurement.  Prior to the enactment of the Intermediate Sanctions Law, the only sanction available 
to the IRS was revocation of an organization’s tax-exempt status.  Intermediate sanctions may be imposed in 
situations in which a “disqualified person” (such as an “insider”) (i) engages in a transaction with a tax-exempt 
organization on other than a fair market value basis, (ii) receives unreasonable compensation from a tax-exempt 
organization or (iii) receives payment in an arrangement that violates the prohibition against private inurement.  
These transactions are referred to as “excess benefit transactions.”  A disqualified person who benefits from an 
excess benefit transaction will be subject to an excise tax equal to 25% of the amount of the excess benefit.  
Organizational managers who participate in the excess benefit transaction knowing it to be improper are subject 
to an excise tax equal to 10% of the amount of the excess benefit, subject to a maximum penalty of $20,000.  A 
second penalty, in the amount of 200% of the excess benefit, may be imposed on the disqualified person (but not 
upon the organizational manager) if the excess benefit is not corrected within a specified period of time. 

Risks Related to Tax-Exempt Status 
Tax Exemption for Nonprofit Health Care Providers.  The possible modification or repeal of certain 

existing federal income or state tax laws or other loss by the Corporation of the present advantages of certain 
provisions of the federal income or state tax laws could materially and adversely affect the status of the 
Corporation and thereby the revenues of the Corporation.  As a Tax-Exempt Organization, the Corporation is 
subject to a number of requirements affecting its operations.  The failure of the Corporation to remain a 
qualified Tax-Exempt Organization would affect the funds available to the Obligated Group for payments to be 
made under the Obligations issued under the Master Indenture.  Failure of the Corporation or the Authority to 
comply with certain requirements of the Code, or adoption of amendments to the Code to restrict the use of 
facilities financed with tax-exempt bond proceeds, could cause interest on the Series 2017 Bonds to be included 
in the gross income of owners or former owners for federal income tax purposes. 
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It is not possible to predict the scope or effect of future legislative or regulatory actions with respect to 
taxation of nonprofit organizations.  There can be, however, no assurance that future changes in the laws and 
regulations of the federal, state or local governments will not materially and adversely affect the operations and 
revenues of the Corporation or any future Member of the Obligated Group by requiring it to pay income or real 
estate taxes. 

The IRS has issued revenue rulings dealing specifically with the manner in which an organization 
providing residential services to the elderly must operate in order to maintain its exemption as an organization 
described in Section 501(c)(3).  Revenue Ruling 61-72 holds that an organization providing residential services 
to the elderly qualified for exemption under Section 501(c)(3) where the organization: (1) was dedicated to 
providing care and housing to aged individuals who otherwise would be unable to provide for themselves 
without hardship; (2) rendered, to the extent of its financial ability, services to all or a reasonable proportion of 
its residents at rates substantially below actual cost; and (3) rendered services that ministered to the needs and 
the relief of hardship or distress among the elderly.  Revenue Ruling 72-124 holds that an organization will 
qualify for exemption under Section 501(c)(3) if it meets the elderly’s special needs for housing, health care, 
and financial security.  The need for housing will be met if the facility is specifically designed to meet some 
combination of the physical, emotional, social, religious, and recreational needs of the elderly.  The need for 
health care will be met if the organization provides or arranges for some form of health care.  The need for 
financial security will be met if the organization is committed to an established policy of maintaining in 
residence any persons who become unable to pay their charges, and the organization provides its services at the 
lowest feasible cost.  Revenue Ruling 79-18 holds that an organization providing residential services to the 
elderly may admit only those tenants who are able to pay full rental charges, provided that those charges are set 
at a level that is within the financial reach of a significant segment of the organization’s elderly persons and that 
the organization maintains in residence those tenants who become unable to pay their monthly charges. 

The IRS has audit guidelines which implement a policy to scrutinize more closely the activities of health 
care providers to ensure that they satisfy the requirements for tax-exempt status.  Given these audit guidelines 
and other related pronouncements by the IRS, it may be more difficult for health care providers to maintain their 
tax-exempt status.  Health care providers, such as the Corporation, may be forced to forgo otherwise favorable 
opportunities for certain joint ventures, recruitment and other arrangements to maintain its status as a Tax-
Exempt Organization or to avoid other sanctions. 

It is not possible to predict the scope or effect of future legislative or regulatory actions with respect to 
taxation of 501(c)(3) organizations.  Thus, there can be no assurance that future changes in the laws and 
regulations of the federal, state or local governments will not materially and adversely affect the operations and 
revenues of the Corporation or future Members of the Obligated Group by requiring them to pay income or real 
estate taxes. 

Internal Revenue Service Examination Program.  In recent years, the IRS has increased the frequency 
and scope of its examination and other enforcement activity regarding tax-exempt organizations and tax-exempt 
bonds.  Currently, the primary penalties available to the IRS under the Code are the revocation of tax-exempt 
status of an organization and a determination that interest on tax-exempt bonds is subject to federal income 
taxation.  Although the IRS has not frequently revoked the 501(c)(3) tax-exempt status of nonprofit 
organizations, it could do so in the future.  Loss of tax-exempt status by the Corporation or improper use of 
property financed with proceeds of the Series 2017 Bonds could potentially result in loss of the tax exemption of 
the interest on the Series 2017 Bonds, and defaults in covenants regarding the Series 2017 Bonds could be 
triggered.  Loss of such tax-exempt status could also result in substantial tax liabilities on income of the 
Corporation.  In addition, although the IRS has only infrequently taxed the interest received by holders of bonds 
that were represented to be tax-exempt, the IRS has examined a number of bond issues and concluded that such 
bond issues did not comply with applicable provisions of the Code and related regulations.  No assurance can be 
given that the IRS will not examine a purchaser, a Bondholder, the Corporation or the Series 2017 Bonds.  If the 
Series 2017 Bonds are examined, it may have an adverse impact on their price and marketability.  Based upon 
covenants, representations and warranties of the Authority and the Corporation as to the use of the proceeds of 
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the Series 2017 Bonds and as to certain factual matters, Bond Counsel will deliver its opinion in the form 
attached as Appendix E.  See the captions “TAX EXEMPTION” and “LEGAL MATTERS” herein.  

Tax-Exempt Status of the Series 2017 Bonds.  The tax-exempt status of the Series 2017 Bonds is based 
on the continued compliance by the Authority and the Corporation with certain covenants relating generally to 
restrictions on the use of the facilities financed or refinanced with the proceeds of the Series 2017 Bonds, 
arbitrage limitations and rebate of certain excess investment earnings to the federal government.  Failure to 
comply with such covenants with respect to the Series 2017 Bonds could cause interest on the Series 2017 
Bonds to become subject to federal income taxation retroactive to the original date of issue of the Series 2017 
Bonds.  In such event, the Series 2017 Bonds are not subject to redemption solely as a consequence thereof, and 
the principal thereof is not required to be accelerated by the Bond Trustee.  No additional interest or penalty is 
payable in the event of the taxability of interest on the Series 2017 Bonds. 

It is not possible to predict the scope or effect of future legislative or regulatory actions with respect to 
taxation of 501(c)(3) organizations.  Thus, there can be no assurance that future changes in the laws and 
regulations of the federal, state or local governments will not materially and adversely affect the operations and 
revenues of the Corporation or any other future Obligated Group Members by requiring them to pay income or 
real estate taxes. 

Possible Future Federal Tax Legislation.  There are or may be pending in the Congress of the United 
States legislative proposals, including some that carry retroactive effective dates, that, if enacted, could alter or 
amend the federal tax matters referred to above or affect the market value of the Series 2017 Bonds.  It cannot 
be predicted whether or in what form any such proposal might be enacted or whether, if enacted, it would apply 
to bonds issued prior to enactment.  Prospective purchasers of the Series 2017 Bonds should consult their own 
tax advisors regarding any pending or proposed federal tax legislation.  Bond Counsel expresses no opinion 
regarding any pending or proposed federal tax legislation. 

Nursing Shortage 
The health care industry has experienced a shortage of nursing staff, which has resulted in increased 

costs for health care providers due to the need to hire agency personnel at higher rates.  If the nursing shortage 
continues, it could adversely affect the Corporation’s operations or financial condition. 

Cybersecurity 
Like many organizations, the Corporation is highly dependent upon digital technologies.  These systems 

necessarily hold large quantities of highly sensitive protected health information that is highly valued on the 
black market for such information. As a result, the electronic systems and networks of organizations like the 
Corporation are considered likely targets for cyberattacks and other potential breaches of their systems. In 
addition to regulatory fines and penalties, the healthcare entities subject to the breaches may be liable for the 
costs of remediating the breaches, damages to individuals (or classes) whose information has been breached, 
reputational damage and business loss, and damage to the information technology infrastructure. The 
Corporation has taken, and continues to take, measures to protect its information technology system against such 
cyberattacks, but there can be no assurance that the Corporation will not experience a significant breach. If such 
a breach occurs, the financial consequences of such a breach could have a materially adverse impact on the 
Corporation. 

Nursing Home Star Ratings 
CMS implemented an online reporting system that allows consumers to compare ratings information of 

Medicare and Medicaid participating nursing homes.  The ratings are a composite metric consisting of one to 
five stars (five being the best) and intended to convey the overall performance of over 15,000 nursing homes in 
the U.S.  Ratings are posted to CMS’s website, Nursing Home Compare.  Each nursing home is rated on three 
components: health inspection results, quality measures, and staffing levels, and also as to overall quality.  CMS 
maintains its star ratings will provide consumers with an important tool for comparing nursing homes both 
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locally and nationwide.  The nursing home located within the Community has been assigned an overall quality 
rating of five stars.  The Corporation is unable to determine what impact such rating may have on the demand 
for services of the Community or the financial condition of the Corporation. 

Other Legislation 
Section 7872 of the Code (Treatment of Loans with Below-Market Interest Rates) provides for, in 

certain circumstances, the imputation of interest income to a lender when the rate of interest charged by the 
lender is below prevailing market rates (as determined under a formula) or, even if the below-market interest 
rate loan would otherwise be exempt from the provisions of Section 7872, when one of the principal purposes 
for such below-market rate loan is the avoidance of federal income taxation. 

A refundable entrance fee payment made by a resident to certain continuing care facilities has been 
determined under Section 7872 to constitute a below-market interest rate loan by the resident to the facility to 
the extent that the resident is not receiving a market rate of interest on the refundable portion of the entrance fee.  
Section 7872(h) provides a “safe harbor” exemption for certain types of refundable entrance fees.  The statutory 
language of Section 7872 does not permit a conclusive determination as to whether certain Continuing Care 
Contracts come within the scope of the continuing care facility safe harbor or within the statute itself.  It will 
have to be determined whether the Continuing Care Contracts involve a “loan” for purposes of Section 7872.  
Any determination of applicability of Section 7872 could have an adverse effect on the willingness of residents 
to enter into the Continuing Care Contracts. 

Amendments, Changes and Modifications to the Principal Financing Documents 
Certain amendments to the Bond Indenture and the Loan Agreement may be made with the consent of 

the holders of a majority of the outstanding principal amount of the Series 2017 Bonds and certain amendments 
to the Master Indenture and the Mortgage may be made with the consent of the holders of a majority of the 
outstanding principal amount of the Obligations.  Such amendments may adversely affect the security of the 
Bondholders and, with respect to the Master Indenture, such percentage may be composed wholly or partially of 
the holders of Additional Obligations. 

See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE 
MORTGAGE – Summary of Certain Provisions of the Master Indenture – Supplemental Master 
Indentures and Amendments of the Mortgage Requiring Consent of Obligation Holders” in Appendix C 
and “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE AND THE LOAN 
AGREEMENT – Summary of Certain Provisions of the Bond Indenture – Supplemental Bond 
Indentures,” and “Summary of Certain Provisions of the Loan Agreement – Supplements and 
Amendments to the Loan Agreement” in Appendix D. 

Interest Rate Swap and Other Hedge Risk 
Currently, the Corporation is not a party to any interest rate swap or other hedge agreement; however, 

any Member of the Obligated Group may enter into such agreements in the future. 

Any interest rate swap or other hedge agreement to which either Member of the Obligated Group is a 
party may, at any time, have a negative value to the Obligated Group.  If either a swap or other hedge 
counterparty or a Member of the Obligated Group terminates such an agreement when the agreement has a 
negative value to the Obligated Group, the Obligated Group would be obligated to make a termination payment 
to the counterparty in the amount of such negative value, and such payment could be substantial and potentially 
materially adverse to the financial condition of the Obligated Group.  A counterparty generally may only 
terminate such an agreement upon the occurrence of defined termination events such as nonpayment by the 
Obligated Group, a bankruptcy type event, cross-default to specified indebtedness or other swaps, other 
breaches of covenants in such agreements or the downgrade or withdrawal of the ratings assigned to the 
Obligated Group’s indebtedness. 
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Many swap agreements require each party to provide additional security for its obligations in certain 
circumstances including without limitation a downgrade of the rating assigned to the long-term indebtedness 
issued on its behalf and the occurrence of certain other events.  The Master Indenture permits the Obligated 
Group to grant a security interest and lien on collateral for this purpose.  

Redemption Prior to Maturity 
Pursuant to the terms of the Bond Indenture, the Series 2017 Bonds are subject to optional redemption 

prior to maturity.  In addition, upon the occurrence of certain events, including damage to or condemnation of 
all or a part of the Community, the Series 2017 Bonds may be subject to redemption in whole or in part at a 
price equal to 100% of the principal amount thereof (without premium), plus accrued interest, in accordance 
with the terms of the Bond Indenture and Loan Agreement.  See “THE SERIES 2017 BONDS – Redemption 
of the Series 2017 Bonds - Extraordinary Redemption” herein.  

The default by the Corporation of its obligations under the Loan Agreement or the Master Indenture, 
including a default with respect to Obligations other than the Series 2017 Obligation, may result in acceleration 
of the Series 2017 Obligation and, as a result, the Series 2017 Bonds.  See “SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE – Summary of Certain 
Provisions of the Master Indenture – Acceleration” in Appendix C. 

Secondary Market 
If and when an owner of a Series 2017 Bond elects to sell a Series 2017 Bond prior to its maturity, there 

is no assurance that a market will be in existence for the purchase and sale of the Series 2017 Bonds.  Subject to 
prevailing market conditions, the Underwriter intends, but is not obligated, to make a market in the Series 2017 
Bonds.  There is presently no secondary market for the Series 2017 Bonds, and there is no assurance that a 
secondary market will develop. 

No Rating 
The Series 2017 Bonds are unrated.  When any Bondholder attempts to sell his or her Series 2017 

Bonds, this absence of rating could adversely affect the market price and marketability thereof. 

Other Considerations 
The occurrence of any of the following events, or other unanticipated events, could adversely affect the 

operations of the Corporation or any future Member of the Obligated Group: 

(1) Inability to control increases in operating costs, including salaries, wages and fringe benefits, 
supplies and other expenses, given an inability to obtain corresponding increases in revenues from residents 
whose incomes will largely be fixed; 

(2) Unionization, employee strikes and other adverse labor actions which could result in a 
substantial increase in expenditures without a corresponding increase in revenues; 

(3) Adoption of other federal, state or local legislation or regulations having an adverse effect on 
the future operating or financial performance of the Corporation or any future member of the Obligated Group; 

(4) A decline in the population, a change in the age composition of the population or a decline in 
the economic conditions of the Community’s market area; 

(5) The cost and availability of energy; 
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(6) Increased unemployment or other adverse economic conditions in the service area of the 
Corporation and any future Member of the Obligated Group which would increase the proportion of patients 
who are unable to pay fully for the cost of their care; 

(7) Any increase in the quantity of indigent care provided which is mandated by law or required 
due to increased needs of the Community in order to maintain the charitable status of the Corporation or any 
future Member of the Obligated Group; 

(8) Inflation or other adverse economic conditions; 

(9) Changes in tax, pension, social security or other laws and regulations affecting the provisions of 
health care and other services to the elderly; 

(10) Inability to control the diminution of patients’ assets or insurance coverage with the result that 
the patients’ charges are reimbursed from government reimbursement programs rather than private payments or 
funded from assets of the Corporation or any future Member of the Obligated Group; 

(11) The occurrence of natural disasters, including floods and earthquakes, which may damage the 
facilities of the Obligated Group, interrupt utility service to the facilities, or otherwise impair the operation and 
generation of revenues from said facilities; 

(12) Cost and availability of any insurance, such as malpractice, fire, automobile and general 
comprehensive liability, that organizations such as the Corporation generally carry; 

(13) Loss of property tax exemption; or 

(14) Changes in key management personnel. 

TAX EXEMPTION 

Federal tax law contains a number of requirements and restrictions which apply to the Series 2017 
Bonds, including investment restrictions, periodic payments of arbitrage profits to the United States, 
requirements regarding the proper use of bond proceeds and the facilities financed therewith, and certain other 
matters.  The Authority and the Corporation have covenanted to comply with all requirements that must be 
satisfied in order for the interest on the Series 2017 Bonds to be excludable from gross income for federal 
income tax purposes.  Failure to comply with certain of such covenants could cause interest on the Series 2017 
Bonds to become includible in gross income for federal income tax purposes retroactively to the date of issuance 
of the Series 2017 Bonds. 

Subject to compliance by the Authority and the Corporation with the above-referenced covenants, under 
present law, in the opinion of Bond Counsel, interest on the Series 2017 Bonds is excludable from the gross 
income of the owners thereof for federal income tax purposes, and is not included as an item of tax preference in 
computing the federal alternative minimum tax for individuals and corporations, but Bond Counsel expresses no 
opinion as to whether interest on the Series 2017 Bonds is taken into account in computing adjusted current 
earnings, which is used in determining the federal alternative minimum tax for certain corporations. 

In rendering its opinion, Bond Counsel will rely upon certifications of the Authority and the Corporation 
with respect to certain material facts within the Authority’s and the Corporation’s knowledge, will rely on an 
opinion of Smith, Hemmesch, Burke & Kaczynski, special counsel to the Corporation, that the Corporation is a 
501(c)(3) organization and certain other matters and will rely upon the computations of the yield on the Series 
2017 Bonds and the yield on certain investments by The Arbitrage Group, Inc., certified public accountants.  
Bond Counsel’s opinion represents its legal judgment based upon its review of the law and the facts that it 
deems relevant to render such opinion and is not a guarantee of a result. 
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Ownership of the Series 2017 Bonds may result in collateral federal income tax consequences to certain 
taxpayers, including, without limitation, corporations subject to the alternative minimum tax, corporations 
subject to the branch profits tax, financial institutions, certain insurance companies, certain S corporations, 
individual recipients of Social Security or Railroad Retirement benefits and taxpayers who may be deemed to 
have incurred (or continued) indebtedness to purchase or carry tax-exempt obligations.  Prospective purchasers 
of the Series 2017 Bonds should consult their tax advisors as to the applicability of any such collateral 
consequences. 

The issue price for original issue discount (as further discussed below) and market discount purposes 
(the “OID Issue Price”) for each maturity of the Series 2017 Bonds is the price at which a substantial amount of 
such maturity of the Series 2017 Bonds is first sold to the public (excluding bond houses and brokers and similar 
persons or organizations acting in the capacity of underwriters, placement agents or wholesalers).  The OID 
Issue Price of a maturity of the Series 2017 Bonds may be different from the price set forth, or the price 
corresponding to the yield set forth, on the inside cover page hereof.  

If the OID Issue Price of a maturity of the Series 2017 Bonds is less than the principal amount payable 
at maturity, the difference between the OID Issue Price of each such maturity of the Series 2017 Bonds (the 
“OID Bonds”) and the principal amount payable at maturity is original issue discount. 

For an investor who purchases an OID Bond in the initial public offering at the OID Issue Price for such 
maturity and who holds such OID Bond to its stated maturity, subject to the condition that the Authority and the 
Corporation comply with the covenants discussed above, (a) the full amount of original issue discount with 
respect to such OID Bond constitutes interest which is excludable from the gross income of the owner thereof 
for federal income tax purposes; (b) such owner will not realize taxable capital gain or market discount upon 
payment of such OID Bond at its stated maturity; (c) such original issue discount is not included as an item of 
tax preference in computing the alternative minimum tax for individuals and corporations under the Code, but 
owners of OID Bonds should consult their own tax advisors as to whether such original issue discount is taken 
into account in computing an adjustment used in determining the alternative minimum tax for certain 
corporations under the Code; and (d) the accretion of original issue discount in each year may result in an 
alternative minimum tax liability for corporations or certain other collateral federal income tax consequences in 
each year even though a corresponding cash payment may not be received until a later year.  Based upon the 
stated position of the Illinois Department of Revenue, under Illinois income tax law, accreted original issue 
discount on such Series 2017 Bonds is subject to taxation as it accretes, even though there may not be a 
corresponding cash payment until a later year. Owners of OID Bonds should consult their own tax advisors with 
respect to the state and local tax consequences of original issue discount on such OID Bonds. 

Owners of Series 2017 Bonds who dispose of Series 2017 Bonds prior to the stated maturity (whether 
by sale, redemption or otherwise), purchase Series 2017 Bonds in the public offering, but at a price different 
from the OID Issue Price or purchase Series 2017 Bonds subsequent to the initial public offering should consult 
their own tax advisors. 

If a Series 2017 Bond is purchased at any time for a price that is less than the Series 2017 Bond’s stated 
redemption price at maturity (the “Revised Issue Price”), the purchaser will be treated as having purchased a 
Series 2017 Bond with market discount subject to the market discount rules of the Code (unless a statutory de 
minimis rule applies).  Accrued market discount is treated as taxable ordinary income and is recognized when a 
Series 2017 Bond is disposed of (to the extent such accrued discount does not exceed gain realized) or, at the 
purchaser’s election, as it accrues.  Such treatment would apply to any purchaser who purchases an OID Bond 
for a price that is less than its Revised Issue Price.  The applicability of the market discount rules may adversely 
affect the liquidity or secondary market price of such Series 2017 Bond.  Purchasers should consult their own 
tax advisors regarding the potential implications of market discount with respect to the Series 2017 Bonds. 

An investor may purchase a Series 2017 Bond at a price in excess of its stated principal amount.  Such 
excess is characterized for federal income tax purposes as “bond premium” and must be amortized by an 
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investor on a constant yield basis over the remaining term of the Series 2017 Bond in a manner that takes into 
account potential call dates and call prices.  An investor cannot deduct amortized bond premium relating to a 
tax-exempt bond.  The amortized bond premium is treated as a reduction in the tax-exempt interest received.  As 
bond premium is amortized, it reduces the investor’s basis in the Series 2017 Bond.  Investors who purchase a 
Series 2017 Bond at a premium should consult their own tax advisors regarding the amortization of bond 
premium and its effect on the Series 2017 Bond’s basis for purposes of computing gain or loss in connection 
with the sale, exchange, redemption or early retirement of the Series 2017 Bond. 

There are or may be pending in the Congress of the United States legislative proposals, including some 
that carry retroactive effective dates, that, if enacted, could alter or amend the federal tax matters referred to 
above or affect the market value of the Series 2017 Bonds.  For example, the United States House of 
Representatives and the United States Senate have passed an act known as the Tax Cuts and Jobs Act (together, 
the “Tax Cuts and Jobs Act”) that must be signed by the President of the United States to become law.  If 
enacted, the Tax Cuts and Jobs Act will change the income tax rates for individuals and corporations, repeal the 
federal alternative minimum tax for corporations and prohibit the advance refunding of tax-exempt bonds such 
as the Series 2017 Bonds.  Prospective purchasers of the Series 2017 Bonds should consult their own tax 
advisors regarding any pending or proposed federal tax legislation.  Bond Counsel expresses no opinion 
regarding any pending or proposed federal tax legislation. 

The IRS has an ongoing program of auditing tax-exempt obligations to determine whether, in the view 
of the IRS, interest on such tax-exempt obligations is includible in the gross income of the owners thereof for 
federal income tax purposes.  It cannot be predicted whether or not the IRS will commence an audit of the Series 
2017 Bonds.  If an audit is commenced, under current procedures the IRS may treat the Authority as a taxpayer 
and the Bondholders may have no right to participate in such procedure.  The commencement of an audit could 
adversely affect the market value and liquidity of the Series 2017 Bonds until the audit is concluded, regardless 
of the ultimate outcome. 

Payments of interest on, and proceeds of the sale, redemption or maturity of, tax-exempt obligations, 
including the Series 2017 Bonds, are in certain cases required to be reported to the IRS.  Additionally, backup 
withholding may apply to any such payments to any Series 2017 Bond owner who fails to provide an accurate 
Form W-9 Request for Taxpayer Identification Number and Certification, or a substantially identical form, or to 
any Series 2017 Bond owner who is notified by the IRS of a failure to report any interest or dividends required 
to be shown on federal income tax returns.  The reporting and backup withholding requirements do not affect 
the excludability of such interest from gross income for federal tax purposes. 

Bond Counsel expresses no opinion as to the treatment of interest expense for financial institutions 
owning the Series 2017 Bonds for purposes of Section 265(b)(7) of the Code.  Financial institutions should 
consult their tax advisors concerning such treatment 

The interest on the Series 2017 Bonds is not exempt from present Illinois income taxes. Ownership of 
the Series 2017 Bonds may result in other state and local tax consequences to certain taxpayers.  Bond Counsel 
expresses no opinion regarding any such collateral consequences arising with respect to the Series 2017 Bonds.  
Prospective purchasers of the Series 2017 Bonds should consult their tax advisors regarding the applicability of 
any such state and local taxes. 

LITIGATION 

The Authority 
There is not now pending (as to which the Authority has received service of process) or, to the actual 

knowledge of the Authority, threatened, any litigation against the Authority restraining or enjoining the issuance 
or delivery of the Series 2017 Bonds or questioning or affecting the validity of the Series 2017 Bonds or the 
proceedings or authority under which the Series 2017 Bonds are to be issued.  Neither the creation, organization 
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or existence of the Authority nor the title of any of the present members or other officials of the Authority to 
their respective offices is being contested.  There is no litigation against the Authority pending (as to which the 
Authority has received service of process) or, to the Authority’s actual knowledge, threatened, which in any 
manner questions the right of the Authority to enter into the Bond Indenture, the Bond Purchase Agreement or 
the Loan Agreement or to secure the Series 2017 Bonds in the manner provided in the Bond Indenture, the 
Resolution and the Act. 

The Corporation 
The Corporation has advised that no litigation, proceedings or investigations are pending or, to its 

knowledge, threatened against it except (i) litigation, proceedings or investigations in which the probable 
ultimate recoveries and the estimated costs and expenses of defense, in the opinion of management, will be 
entirely within the applicable insurance policy limits (subject to applicable deductibles) or are not in excess of 
the total reserves held under the applicable self-insurance program, or (ii) litigation, proceedings or 
investigations which if adversely determined will not, in the opinion of management, have a material adverse 
effect on the operations or condition, financial or otherwise, of the Corporation.  The Corporation also has 
advised that there is no litigation pending or, to the knowledge of the Corporation, threatened, which in any 
manner questions the right of the Corporation to enter into the financing described herein. 

LEGAL MATTERS 

Certain legal matters incident to the authorization, issuance and sale of the Series 2017 Bonds are 
subject to the approving legal opinion of Chapman and Cutler LLP, Chicago, Illinois, as Bond Counsel (“Bond 
Counsel”), who has been retained by the Corporation.  Bond Counsel has not been retained or consulted on 
disclosure matters and has not undertaken to review or verify the accuracy, completeness or sufficiency of this 
Official Statement or other offering material relating to the Series 2017 Bonds and assumes no responsibility for 
the statements or information contained in or incorporated by reference in this Official Statement, except that in 
its capacity as Bond Counsel, Chapman and Cutler LLP has, at the request of the Corporation, reviewed only 
those sections of this Official Statement involving the description of the Series 2017 Bonds, the security for the 
Series 2017 Bonds and the description of the federal tax exemption of interest on the Series 2017 Bonds.  This 
review was undertaken solely at the request and for the benefit of the Corporation and did not include any 
obligation to establish or confirm factual matters set forth herein.  Certain legal matters with respect to the 
Series 2017 Bonds will be passed upon for the Authority by its special counsel, Schiff Hardin LLP, Chicago, 
Illinois, for the Obligated Group by its special counsel, Smith, Hemmesch, Burke & Kaczynski, Chicago, 
Illinois, and for the Underwriter by its counsel, Dentons US LLP, Chicago, Illinois. 

FINANCIAL ADVISOR 

Hamlin Capital Advisors LLC (“HCA”) is acting as financial advisor to the Corporation with respect to 
the Series 2017 Bonds.  HCA has not prepared any portion of the Official Statement and is not obligated to 
undertake, and has not undertaken, either to make an independent verification of or to assume responsibility for, 
the accuracy, completeness or fairness of the information contained in this Official Statement.  HCA is a 
financial advisory firm and is not engaged in the business of underwriting, creating or distributing securities.   

VERIFICATION REPORT 

Upon delivery of the Series 2017 Bonds, the arithmetical accuracy of certain computations included in 
the schedules provided by the Underwriter relating to (a) computation of forecasted receipts of principal and 
interest on the Series 2010 Bonds and the forecasted payments of principal and interest to redeem a portion of 
the Series 2010 Bonds, and (b) computation of the yields on the Series 2017 Bonds and the Series 2010 Bonds 
was examined by The Arbitrage Group, Inc., independent certified public accountants (“Verification Agent”).  
Such computations were based solely upon assumptions and information supplied by the Underwriter on behalf 
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of the Authority.  Such verification shall be based solely upon information and assumptions supplied to the 
Verification Agent by the Underwriter.   

The Verification Agent has not made a study or evaluation of the information and assumptions on which 
such computations are based and, accordingly, has not expressed an opinion on the data used, the reasonableness 
of the assumptions, or the achievability of the forecasted outcome. 

FINANCIAL STATEMENTS 

The financial statements of the Corporation for the years ended March 31, 2017 and 2016 appearing in 
Appendix B to this Official Statement have been audited by CliftonLarsonAllen LLP, independent auditors, as 
set forth in their report appearing herein.   

FINANCIAL REPORTING AND CONTINUING DISCLOSURE 

Financial Reporting 
The Master Indenture requires that the Obligated Group Representative provide to the Master Trustee, 

each Related Bond Trustee, EMMA and the Authority (the “Required Information Recipients”): 

(i) Beginning with the fiscal quarter ending December 31, 2017, (A) quarterly unaudited 
financial statements of the Obligated Group and (B) a quarterly unaudited financial report showing 
consolidated financial information for the Corporation and each Affiliate of the Corporation (on an 
aggregate basis), in each case, as soon as practicable after they are available but in no event more than 
45 days after the completion of the first three fiscal quarters of each Fiscal Year and in no event more 
than 60 days after the completion of the fourth fiscal quarter of each Fiscal Year, including a combined 
or combining statement of revenues and expenses and statement of cash flows of the Obligated Group 
during such period, a combined or combining balance sheet as of the end of each such fiscal quarter, and 
a calculation of Days Cash on Hand and Historical Debt Service Coverage Ratio, if required to be 
calculated or submitted for such fiscal quarter by the Master Indenture, all prepared in reasonable detail 
and certified, subject to year-end adjustment, by an officer of the Obligated Group Representative; 

(ii) if the Historical Debt Service Coverage Ratio of the Obligated Group for any Fiscal 
Year is less than 1.00:1 and the Days Cash on Hand of the Obligated Group is less than the Liquidity 
Requirement for any Testing Date as provided in the Master Indenture, the Obligated Group will deliver 
the financial information and the calculations described in paragraph (i) above on a monthly basis until 
the Historical Debt Service Coverage Ratio of the Obligated Group is at least 1.00:1 and the Days Cash 
on Hand of the Obligated Group is at least equal to the Liquidity Requirement; 

(iii) within 150 days of the end of each Fiscal Year, (A) an annual audited financial report of 
the Obligated Group and (B) an annual audited financial report showing consolidating financial 
information for all other Affiliates of the Corporation, in each case, prepared by a firm of certified 
public accountants, including a combined and an unaudited combining balance sheet as of the end of 
such Fiscal Year and a combined and an unaudited combining statement of changes in fund balances for 
such Fiscal Year and a combined and an unaudited combining statement of revenues and expenses for 
such Fiscal Year, showing in each case in comparative form the financial figures for the preceding 
Fiscal Year, together with a separate written statement of the accountants preparing such report 
containing calculations of the Obligated Group’s Historical Debt Service Coverage Ratio for said Fiscal 
Year and the Obligated Group’s Days Cash on Hand as of the last day of such Fiscal Year if required to 
be calculated under the Master Indenture and a statement that such accountants have no knowledge of 
any default under the Master Indenture, or if such accountants shall have obtained knowledge of any 
such default or defaults under the Master Indenture, they shall disclose in such statement the default or 
defaults and the nature thereof; 



  
 

39 
 

(iv) on or before the date of delivery of the financial reports referred to in subsection (iii) 
above, an Officer’s Certificate of the Obligated Group Representative (A) stating that the Obligated 
Group is in compliance with all of the terms, provisions and conditions of the Master Indenture, or, if 
not, specifying all such defaults and the nature thereof, (B) and calculating and certifying the Days Cash 
on Hand and the Historical Debt Service Coverage Ratio as of the end of such fiscal period or Fiscal 
Year, as appropriate; and 

(v) within 45 days of the end of each Fiscal Year, the Obligated Group Representative shall 
deliver a summary of the operating and capital budgets for the Fiscal Year and copies of (A) any 
board-approved revisions to the annual budgets provided pursuant to the preceding sentence or (B) any 
correspondence to or from the Internal Revenue Service questioning or contesting the status of a 
Member as an organization described in Section 501(c)(3) of the Code or with respect to the tax-exempt 
status of the Series 2017 Bonds or  any Related Bonds the interest on which is excludable from the gross 
income of the owners thereof for federal income tax purposes, promptly upon receipt. 

Continuing Disclosure 
The Corporation, as Obligated Group Representative, and Digital Assurance Certification LLC 

(“DAC”), as dissemination agent, will enter into a Continuing Disclosure Agreement dated as of December 1, 
2017 (the “Continuing Disclosure Agreement”) for the benefit of the holders and Beneficial Owners of the 
Series 2017 Bonds and in order to assist the Underwriter in complying with Rule 15c2-12 of the Securities and 
Exchange Commission (the “Rule”).  The Members of the Obligated Group are the only “obligated persons” 
with responsibility for continuing disclosure, and the Authority has undertaken no responsibility with respect to 
any reports, notices or disclosures provided or required under the Continuing Disclosure Agreement, and has no 
liability to any person, including any owner or Beneficial Owner of the Series 2017 Bonds, with respect to the 
Rule.  Pursuant to the Continuing Disclosure Agreement, DAC has been appointed dissemination agent.  Only 
the Obligated Group is required to provide any reports, notices or disclosures under the Continuing 
Disclosure Agreement or with respect to the Series 2017 Bonds.  Neither the Authority nor the 
Underwriter has any obligation with respect to such continuing disclosure.   

Annual Reports.  Pursuant to the Continuing Disclosure Agreement, the Corporation shall, or, upon 
delivery to the Dissemination Agent (initially DAC), the Dissemination Agent shall, not later than 150 days after 
the end of the Obligated Group’s fiscal year, commencing with the fiscal year ended March 31, 2018, provide to 
the Municipal Securities Rulemaking Board (“MSRB”), through its Electronic Municipal Market Access system 
(“EMMA”), the following financial information and operating data (the “Annual Report”): 

 (1) Audited financial statements of each Member of the Obligated Group or audited 
consolidated or combined financial statements including the Members of the Obligated Group for the 
prior fiscal year, prepared in accordance with generally accepted accounting principles.  If audited 
financial statements for or including the Members of the Obligated Group are not available by the 
deadline for filing the Annual Report, they shall be promptly provided when and if available and 
unaudited consolidated financial statements shall be included in the Annual Report; and 

 (2) Operating data with respect to the Obligated Group substantially similar in form and 
scope to the financial information and operating data (relating to utilization and sources of revenue) set 
forth under the captions “FEES, OCCUPANCY AND UTILIZATION” — Occupancy and Census 
Information,” and “— Healthcare Center Occupancy by Payor Type” and “FINANCIAL 
INFORMATION — Summary of Revenues and Expenses,” and “— Historical Debt Service 
Coverage Ratios and Liquidity Ratios” in Appendix A to this Official Statement. 

Quarterly Reports.  Pursuant to the Continuing Disclosure Agreement, the Corporation shall, or, upon 
delivery to the Dissemination Agent, the Dissemination Agent shall not later than 45 days following the end of 
each of the first three fiscal quarters of each fiscal year and not later than 60 days following the end of the fourth 
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fiscal quarter for the Corporation, commencing with the fiscal quarter ended December 31, 2017, provide to the 
MSRB, through EMMA, the following financial information and operating data (each, a “Quarterly Report”): 

(1) Unaudited financial statements for that period, including a statement of revenues and 
expenses (including a comparison to budgeted revenues and expenses) and a statement of cash flow 
during that period, and a balance sheet as of the end of that period, in each case on either a combined or 
combining basis for the Obligated Group; 

(2) A calculation of the Days Cash on Hand, and of the Historical Debt Service Coverage 
Ratio, whether or not such covenants are required to be calculated or submitted as of the end of that 
fiscal quarter, all of the foregoing to be in reasonable detail and certified, subject to year-end 
adjustment, by the chief executive officer, the chief financial officer or other authorized financial officer 
of the Corporation; 

(3) An occupancy report, which shall include data by level of care and the Healthcare 
Center rate for skilled nursing units and memory care units, and a management’s discussion and 
analysis, which shall include a comparison of the quarterly data to budget for the related fiscal year; 

(4)  Adjusted debt service schedules if there is a change from the prior quarter; 

(5) A summary of principal payments made by the Corporation on the FSO Bonds during 
the prior quarter; 

(6) Construction updates if new facilities are constructed at the Community; 

(7) The CMS star status of the Community’s Healthcare Center; and 

(8) The Healthcare Center and Assisted Living payor mix, delineating the number of 
private pay patients that are direct admissions and those that are Residents of the Community moving 
along the continuum of care.  

Event Notices.  Pursuant to the Continuing Disclosure Agreement, no later than 10 Business Days after 
the occurrence of any of the following events, the Corporation shall give, or cause to be given, to the MSRB, 
through EMMA, notice of the occurrence of any of the following events with respect to the Series 2017 Bonds: 

 (1) principal and interest payment delinquencies; 
 (2) non-payment related defaults, if material; 
 (3) unscheduled draws on debt service reserves reflecting financial difficulties; 
 (4) unscheduled draws on credit enhancements reflecting financial difficulties; 
 (5) substitution of credit or liquidity providers, or their failure to perform; 
 (6) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 

determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 
material notices or determinations with respect to the tax status of the Series 2017 
Bonds, or other material events affecting the tax status of the Series 2017 Bonds; 

 (7) modifications to rights of bondholders, if material; 
 (8) bond calls, if material, and tender offers; 
 (9) defeasances; 
 (10) release, substitution or sale of property securing repayment of the Series 2017 Bonds, if 

material; 
 (11) rating changes; 
 (12) bankruptcy, insolvency, receivership or similar event of the Obligated Group or any 

Member of the Obligated Group (which shall be deemed to occur as provided in the 
Rule); 
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 (13) the consummation of a merger, consolidation, or acquisition involving any Member of 
the Obligated Group or the sale of all or substantially all of the assets of any Member of 
the Obligated Group, other than in the ordinary course of business, the entry into a 
definitive agreement to undertake such an action or the termination of a definitive 
agreement relating to any such actions, other than pursuant to its terms, if material; and 

 (14) appointment of a successor or additional trustee or the change of name of the trustee, if 
material. 

 
If the Dissemination Agent does not receive an Annual Report or Quarterly Report with filing 

instructions or a written notice from the Corporation that it has filed an Annual Report or Quarterly Report with 
the MSRB as of the applicable deadline, the Dissemination Agent will file a notice with the MSRB describing 
the Corporation’s failure to file such Annual Report or Quarterly Report, as applicable. 

Dissemination Agent.  The Corporation may, from time to time, appoint or engage a Dissemination 
Agent to assist it in carrying out its obligations under the Continuing Disclosure Agreement, and may discharge 
any such Agent, with or without appointing a successor Dissemination Agent.  The initial Dissemination Agent 
will be DAC.  The Dissemination Agent may resign at any time by providing at least thirty (30) days’ written 
notice to the Corporation and the Bond Trustee. 

Amendments.  Notwithstanding any other provision of the Continuing Disclosure Agreement, the 
Corporation and the Dissemination Agent may amend the Continuing Disclosure Agreement and any provision 
of the Continuing Disclosure Agreement may be waived, provided that Bond Counsel or other counsel 
experienced in federal securities law matters provides the Corporation and the Dissemination Agent with its 
opinion that the undertaking of the Corporation, as so amended or after giving effect to such waiver, is in 
compliance with the Rule and all current amendments thereto and interpretations thereof that are applicable to 
the Continuing Disclosure Agreement. 

Notwithstanding the preceding paragraph, in conjunction with the public offering of any series of bonds 
with respect to which a Member of the Obligated Group is an “obligated person,” the Obligated Group and the 
Dissemination Agent may amend the categories of operating data to be updated on a quarterly or annual basis as 
described above to conform to the operating data included in the final official statement for such series of bonds, 
in conformance with the requirements and interpretations of the Rule as of the date of such final official 
statement, without further amendment to the Continuing Disclosure Agreement.  Thereafter, the quarterly or 
annual operating data to be provided by the Corporation to the MSRB with respect to the Series 2017 Bonds 
(and all other series of bonds then subject to the Continuing Disclosure Agreement) shall be deemed to be 
amended to reflect the requirements of the revised operating data disclosure for the new series of bonds. 

Remedies.  If the Corporation or the Dissemination Agent fails to comply with any provision of the 
Continuing Disclosure Agreement, the Bond Trustee may (and, at the request of the Underwriter or the holders 
of at least 25% aggregate principal amount of Outstanding Bonds, will), or any owner or Beneficial Owner of 
the Series 2017 Bonds may take such actions as may be necessary and appropriate, including seeking mandamus 
or specific performance by court order, to cause the Corporation or the Dissemination Agent, as the case may 
be, to comply with its obligations under the Continuing Disclosure Agreement.  A default under the Continuing 
Disclosure Agreement will not be deemed an event of default under the Bond Indenture or the Loan Agreement, 
and the sole remedy under the Continuing Disclosure Agreement if the Corporation or the Dissemination Agent 
fails to comply with the Continuing Disclosure Agreement will be an action to compel performance. 

Prior Compliance.  Pursuant to a review by DAC, during the past five years the Obligated Group has 
complied in all material respects with its existing continuing disclosure obligations except for the following: 

• For the Fiscal Year ending March 31, 2018, the Corporation did not timely file its quarterly 
reports or certificates for the first and second quarters. 
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• For the Fiscal Year ended March 31, 2017, the Corporation did not timely file its audited 
financial statements, its annual certificates or its compliance letters.  The Corporation also failed 
to timely file its quarterly reports for the first, second and fourth quarters of the Fiscal Year 
ended March 31, 2017 and its required certificates for the first, second and third quarters of the 
Fiscal Year ended March 31, 2017. 

• For the Fiscal Year ended March 31, 2016, the Corporation did not timely file its audited 
financial statements, its annual certificates or its compliance letters. The Corporation also failed 
to timely file its quarterly reports for the first, third and fourth quarters of the Fiscal Year ended 
March 31, 2016 and its required certificates for the first, second and third quarters of the Fiscal 
Year ended March 31, 2016. 

• For the Fiscal Year ended March 31, 2015, the Corporation did not timely file its annual 
certificates or its compliance letters.  The Corporation also failed to timely file its quarterly 
reports for the third and fourth quarters of the Fiscal Year ended March 31, 2015 and its 
required certificates for the first, second and third quarters of the Fiscal Year ended March 31, 
2015. 

• For the Fiscal Year ended March 31, 2014, the Corporation did not timely file its audited 
financial statements, its annual certificates or its compliance letters. The Corporation also failed 
to timely file its quarterly reports for the first, second, third and fourth quarters of the Fiscal 
Year ended March 31, 2014 and its required certificates for the first, second and third quarters 
of the Fiscal Year ended March 31, 2014.  

• For the Fiscal Year ended March 31, 2013, the Corporation did not timely file its audited 
financial statements, its annual certificates or its compliance letters.  The Corporation also failed 
to timely file its quarterly reports for the first, second, third and fourth quarters of the Fiscal 
Year ended March 31, 2013 and its required certificates for the first, second and third quarters 
of the Fiscal Year ended March 31, 2013. 

In some instances the Corporation made timely filings of continuing disclosure reports, but the reports 
were not linked to all bond issues subject to continuing disclosure undertakings on EMMA. 

Secondary Market Disclosure 
The Authority has not made and will not make any provision to provide any annual financial statements 

or other credit information of any Member of the Obligated Group to investors on a periodic basis.   

NO RATING 

The Series 2017 Bonds are not rated; neither the Authority nor the Corporation has applied to any rating 
services for a rating on the Series 2017 Bonds. 

UNDERWRITING 

The Series 2017 Bonds are being purchased for reoffering by BB&T Capital Markets (the 
“Underwriter”).  The Underwriter has agreed to purchase the Series 2017 Bonds at an aggregate purchase price 
of $120,074,740.10 (which takes into account an underwriter’s discount of $1,715,700.00 and net original issue 
discount of $759,559.90).  The Bond Purchase Agreement provides that the Underwriter will purchase all of the 
Series 2017 Bonds if any are purchased. 

The Underwriter intends to offer the Series 2017 Bonds to the public initially at the offering prices set 
forth on the inside cover page of this Official Statement, which may subsequently change without any 
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requirement of prior notice.  The Underwriter reserves the right to join with dealers and other underwriters in 
offering the Series 2017 Bonds to the public.  The Underwriter may offer and sell Bonds to certain dealers 
(including dealers depositing Bonds into investment trusts) at prices lower than the public offering prices. 

The Obligated Group has agreed to indemnify the Underwriter against certain civil liabilities, including 
certain liabilities under the federal securities laws. 

MISCELLANEOUS 

The information set out in “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE AND THE MORTGAGE” in Appendix C and in “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE AND THE LOAN AGREEMENT” in Appendix D does not 
purport to be complete and is expressly made subject to the exact provisions of the complete documents.  For 
details of all terms and conditions, purchasers are referred to each document summarized in said Appendices C 
and D.  All documents referred to in this Official Statement may be reviewed during regular business hours at 
the offices of the Underwriter or the office of the Corporation.  Any statements made in this Official Statement 
involving matters of opinion, estimates or projections, whether or not so expressly stated, are set forth as such 
and not as representations of fact.  No representation is made that any of such estimates will be realized. 

The delivery of this Official Statement or any sale of the Series 2017 Bonds described herein will not, 
under any circumstances, create an implication that there has been no change in the business affairs or financial 
condition of the Obligated Group since the date hereof. 

Neither the Authority nor any of its officials, officers or employees, in either their official or personal 
capacity, has made any warranties, representations or guarantees regarding the financial feasibility of the 
business operations of the Members of the Obligated Group or operation of the Community.  Further, neither the 
Authority nor any of its officials, officers or employees assume any duties, responsibilities or obligations with 
respect to the Series 2017 Bonds other than those imposed, either expressly or by fair implication, upon the 
Authority by the Bond Indenture and the Loan Agreement. 

EVANGELICAL RETIREMENT HOMES OF GREATER 
CHICAGO, INCORPORATED, DOING BUSINESS AS 
FRIENDSHIP VILLAGE OF SCHAUMBURG 
 
 
 
By:  /s/ Stephen A. Yenchek   

Stephen A. Yenchek, President and Chief Executive Officer 
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HISTORY, MISSION AND BACKGROUND 

General 

Evangelical Retirement Homes of Greater Chicago, Incorporated, d/b/a Friendship 
Village of Schaumburg (the “Borrower”), is an Illinois not for profit corporation organized in 
1974 by a group of Christian ministers and business people to fulfill the community’s moral and 
social obligation to the elderly.  The Borrower is a charitable organization as described in 
Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Code”) and is, 
therefore, exempt from federal taxation under Section 501(a) of the Code.  The Borrower is the 
sole member of the Obligated Group (the “Obligated Group”) formed under the Master Trust 
Indenture dated as of July 15, 2005, supplemented and amended and is the only party obligated 
with respect to the Series 2017 Bonds and the Series 2017 Obligation. 

The Borrower operates a continuing care retirement community consisting of 
approximately 28 independent living garden homes, 574 independent living apartments, 87 
assisted living units, 25 memory support assisted living units and a 248-bed skilled nursing 
facility located on a 60-acre campus in suburban Schaumburg, approximately 32 miles from 
downtown Chicago (the “Community”).  Over the years, it has grown to become the largest 
single site continuing care retirement community (“CCRC”) in the Chicago area and the 17th 
largest in the nation based on the number of residents and units.∗ 

After a period of development and construction, on January 17, 1977, the Borrower 
opened the Community to the public, offering life care to older adults. Originally, the 
Community included more than 600 independent living units and a 180 bed skilled nursing 
facility.  In response to the changing needs of its maturing independent living residents, the 
Borrower developed an Assisted Living program to provide support for daily living activities 
while promoting the highest level of independence for its residents. In 1987, the Borrower 
redeveloped and converted a wing of its independent living units into an assisted living area, 
complete with its own recreation and dining facilities. The Borrower has been regarded as a 
pioneer in developing a social model to address the challenges of serving an aging population. 
Also, in response to a burgeoning internal and external demand for skilled nursing care, the 
Borrower expanded its skilled nursing facility, which is now comprised of 248 beds.  In the early 
2000’s, the Borrower purchased land to expand the Community and constructed 28 garden 
homes which appeal to more active seniors. 

                                                            
∗   Source:  2017 LeadingAge Ziegler 150. 
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Affiliates—Not Part of Obligated Group 

The following is a description of certain entities that are affiliated with the 
Borrower.  These affiliated entities are not Members of the Obligated Group and do not 
have any obligation with respect to the Series 2017 Bonds or the Series 2017 Obligation. 

Friendship Senior Options  

Friendship Senior Options, NFP (“FSO”) was founded in September of 2003 as an 
Illinois not for profit corporation to focus on existing and future operations of its affiliated 
continuing care retirement communities, expand off-campus services, and focus on new campus 
development.  FSO is the sole corporate member of the Borrower and appoints all voting 
members of the Borrower’s Board of Directors.   

In addition, FSO also serves as the sole corporate member of Friendship Village of Mill 
Creek, NFP, d/b/a GreenFields of Geneva (“GreenFields”), Friendship Village Neighborhood 
Services, NFP (“Neighborhood Services”) and Friendship Senior Options Foundation, NFP (the 
“Foundation”).  FSO is a charitable organization as described in Section 501(c)(3) of the Code 
and is, therefore, exempt from federal taxation under Section 501(a) of the Code. 

FSO provides strategic direction and critical management services to its affiliated 
corporations, including the Borrower.  Executive, administrative, financial, marketing, strategic, 
human resources and investment advisory services are provided to the Borrower and the other 
affiliates pursuant to management service agreements with FSO. 

GreenFields 

Greenfields is an Illinois not for profit corporation formed in 2005, and a charitable 
organization as described in Section 501(c)(3) of the Code, exempt from federal taxation under 
Section 501(a) of the Code.  GreenFields operates a continuing care retirement community 
located in Geneva, Illinois consisting of 139 independent living units, 51 assisted living units, 26 
memory support assisted living units, and 43 nursing beds (collectively, the “GreenFields 
Community”). 

During the construction of the GreenFields Community between 2010 and 2012, 
GreenFields encountered design and construction defects that delayed its opening, and was 
additionally hindered by the economic recession occurring at the same time.  After a series of 
attempts to fix the structural issues at the GreenFields Community, and with the consent of the 
bondholders, GreenFields retained professionals who marketed the GreenFields Community for 
sale to potentially interested parties.  Through this process, GreenFields identified FSO as 
submitting the highest and best bid for the GreenFields Community, in the amount of 
$52,800,000.  On April 20, 2017, GreenFields filed for relief under Chapter 11 of Title 11 of the 
United States Bankruptcy Code in the United States Bankruptcy Court for the Northern District 
of Illinois (the “Bankruptcy Court”).  The Bankruptcy Court approved FSO as the “initial 
bidder,” with a bid to retain its interests in the GreenFields Community for the price of 
$52,800,000, subject to overbids at an auction to be overseen by the Bankruptcy Court.  Bids for 
the auction were due on July 19, 2017, and no bids were received.  Holders of a majority in 
principal amount of outstanding bonds issued in 2010 for the benefit of GreenFields (the “2010 
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GreenFields Bonds”) decided not to bid in opposition to the FSO bid.  FSO financed the 
purchase of GreenFields with two series of 2017 bonds.  GreenFields issued a total of 
$65,000,000 of bonds in order purchase and discharge the 2010 GreenFields Bonds and pay for 
costs associated with certain modest but necessary campus improvements, as well as pay for 
necessary reserves and costs of issuance.  In addition, FSO issued its $13,750,000 Taxable 
Bonds, Series 2017A-C (GreenFields of Geneva Project) (the “FSO Bonds”) in order to finance 
an equity contribution and liquidity support for the purchase of GreenFields.  The Borrower is 
providing a payment guaranty to the trustee of the FSO Bonds.  See “FINANCIAL 
INFORMATION – Other Indebtedness” herein for information on the payment guaranty. 

FSO provides, and is expected to continue to provide, all management services to the 
GreenFields Community. With GreenFields emerging from bankruptcy, a marketing campaign 
has been put in place to educate prospects and referral sources regarding GreenFields’ current 
financial position, and to address the marketing sensitivities that had been identified prior to the 
bankruptcy. 

FSO has provided support to GreenFields since its formation.  In connection with the 
development of the GreenFields Community, FSO provided a $4 million initial equity 
contribution to GreenFields.  Further, FSO’s management fees were deferred from the 
commencement of construction of the GreenFields Community through September 1, 2016 
when, with the consent of the trustee for the 2010 GreenFields Bonds, supported by a majority of 
the holders of the outstanding 2010 GreenFields Bonds, FSO was authorized to collect a reduced 
management fee, subject to certain conditions.  It is currently expected that the management fee 
will be paid by GreenFields on an ongoing basis and will not have to be deferred in future years. 

Neighborhood Services 

Neighborhood Services is an Illinois not for profit corporation formed in 2003 for the 
purpose of operating community-based services and programs.  Neighborhood Services is 
currently inactive and has no on-going operations. 

The Foundation 
The Foundation is an Illinois not for profit corporation formed in 2004.  The Foundation 

is a charitable organization as described in Section 501(c)(3) of the Code and is, therefore, 
exempt from federal taxation under Section 501(a) of the Code.  The Foundation was created to 
raise funds to support all affiliated entities and the services they provide to the elderly, including 
the support of residents who have outlived their resources.  For the fiscal year ended March 31, 
2017, the Foundation raised approximately $291,508 in gross donations, for a net amount after 
expenses of approximately $108,491.  For the past four fiscal years, the Foundation has provided 
an average of approximately $100,000 per year in support to the Borrower. 

None of FSO, GreenFields, Neighborhood Services or the Foundation has any 
liability or obligation whatsoever with respect to the Series 2017 Bonds or the Series 2017 
Obligation. 
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Organizational Chart 

The following diagram depicts the current organizational structure and relationships 
among the Borrower and affiliates: 

 

* Member of the Obligated Group 

CORPORATE GOVERNANCE AND MANAGEMENT 
 
Board of Directors 

The business affairs of the Borrower are governed by a voluntary Board of Directors (the 
“Board”).  The Board is structured to consist of not less than four but no more than nine 
directors.  Each director serves for an initial two year term in office.  Directors are eligible to 
serve for four consecutive terms of two years*.  Any director may resign from the Board at any 
time by giving notice to the Chairperson of the Board or the Secretary of the FSO Board of 
Directors.  A director may be removed with or without cause at any time by a majority vote of 
the Board.  Any vacancy on the Board may be filled by the Board of Directors of FSO for the 
remainder of the unexpired term. 

FSO, as the sole member of the Borrower, appoints the Borrower’s directors. Currently, 
the Board consists of seven directors. The members of the Board are as follows: 

Name Profession 
Years of 
Tenure* 

   
Brad Barrie Financial Advisor, Ameriprise Financial 5 
Bill Powell  Resident 5 
Kathy Rivera, Chair President, First Star Digital Media 13 
Larry Shoemake Retired VP, IMC Global Corp 8 

Friendship Senior 
Options, NFP 

Evangelical  
Retirement Homes of 

Greater Chicago, 
Incorporated, d/b/a 

Friendship Village of 
Schaumburg* 

Friendship Village of 
Mill Creek, NFP, d/b/a 
GreenFields of Geneva 

Friendship Village 
Neighborhood Services, 

NFP  

Friendship Senior 
Options Foundation, 

NFP 
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Name Profession 
Years of 
Tenure* 

   
Loren Trimble CEO and Managing Director, AArete LLC 1 
Duane Tyler, Treasurer Director, RSM McGladrey 12 
Jean Schlinkmann Retired Executive Director, Schaumburg Park District 8 
*  Director terms were extended in connection with the GreenFields debt restructuring; accordingly certain directors 
have served more than 8 years.  See “HISTORY, MISSION AND BACKGROUND – GreenFields” above. 

FSO Exclusive and Approval Powers 

As the sole member of the Borrower, FSO has certain reserved powers granted to it under 
the Bylaws of FSO. The Bylaws grant FSO the exclusive powers to, or approval powers over, the 
Borrower’s: (1) adoption and amendment of Articles of Incorporation, Bylaws and statements of 
mission, philosophy or purpose; (2) appointment or removal of directors; (3) establishment of 
spending limits and investment policy; (4) selection of auditors and legal counsel; (5) 
authorization of plan of merger, dissolution, liquidation, reorganization or lease, sale or exchange 
or other disposition of substantially all of the Borrower’s assets; (6) appointment or removal of 
Chief Executive Officer; and (7) approval of capital and operating budgets, purchases, sales and 
leases in excess of a certain limit, borrowing by the Borrower, major agreements, or major 
changes in its programs and services. 

Management of FSO and the Borrower 

The following is information regarding the experience and background of the 
management of the Borrower, each of whom is an FSO executive.  The President and Chief 
Executive Officer of FSO is also appointed as President and Chief Executive Officer for each of 
FSO’s affiliates, including the Borrower.  All personnel who work for the Borrower and at the 
Community are employees of FSO.  See “OTHER INFORMATION – Employees” herein. 

President and Chief Executive Officer.  Mr. Stephen A. Yenchek has served as President 
and Chief Executive Officer of FSO and the Borrower since November 2009.  He is responsible 
to the Board and to the FSO Board of Directors for all day-to-day operations of the Borrower and 
FSO, respectively. He formerly served as Senior Vice President since 2005 and Chief Operating 
Officer of the Borrower since 1999 where he also served in the position of Vice President, 
Operations and Corporate Development since 1997. 

Prior to joining FSO, Mr. Yenchek served as a consultant for strategic planning, 
marketing and operational effectiveness (1995–1997), Elmhurst Memorial Hospital as Vice 
President Professional Services (1990–1995), John F. Kennedy Medical Center as Vice 
President-Operations (1983–1990), and Maryland Health Care System as Director of 
Administrative Services (1978–1983). 

Mr. Yenchek is a 1976 graduate of Boston College with a Bachelor of Science majoring 
in Economics and Biology, and a Master of Health Administration from Duke University in 
1978. He is a Certified Aging Services Professional from the Coalition for Leadership in Aging 
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Services and served on their Board of Advisors. He is a frequent contributor to state and national 
organizations through their educational programs. 

He has served in membership, leadership and governance positions in professional 
organizations and trade associations and is active in community affairs, church programs and 
youth sports activities. 

Vice President and Chief Financial Officer.  Mr. Michael A. Flynn is a senior executive 
with over 34 years’ experience with 28 years in the long-term care field. Mike rejoined FSO in 
2012 to provide leadership and direction for all aspects of the financial operations for FSO and 
all affiliate organizations, including the Borrower. He was appointed as Chief Executive Officer 
at Smith Senior Living in 2006 and was responsible for the day-to-day leadership and strategic 
development of organization which serves two CCRC campuses in the southwest sector of 
Chicago and suburban area. Mr. Flynn has played key financial and operating roles with regard 
to sound fiscal management, tax-exempt financing, and regulatory and corporate compliance, 
among other issues. 

Prior to joining Smith Senior Living, Mr. Flynn served as Vice President and Chief 
Financial Officer for the Borrower. Prior to joining the Borrower, he worked for manufacturing 
organizations in the positions of Internal Auditor and Controller. He currently serves as the Chair 
of the CARF/CCAC financial advisory panel. 

Mr. Flynn has conducted surveys for CARF/CCAC for the past 28 years. He is a 
Retirement Housing Professional. He is past chair elect of the Leading Age Illinois Board, and a 
member of the Leading Age Illinois Finance Committee. Mr. Flynn is a frequent speaker at 
national and state association meetings. 

Vice President, Operations.  Mr. Benjamin B. Gilchrist joined the Borrower in 
August 2012 as Vice President of Operations. In this position, Mr. Gilchrist provides the 
executive leadership for the Borrower and has overall responsibility for the day-to-day 
operations of that community. 

Mr. Gilchrist brings 18 years of experience in nursing homes and senior living 
communities throughout Ohio to round out the executive team. He served as the Vice President 
of Operations at the Vrable Health Care Company, and he served as the Vice President of Health 
Care and Community Services and Administrator of Health Care Services for Maple Knoll 
Communities, Inc.  Prior to those positions, Mr. Gilchrist was the Administrator at the Laurels of 
Massillon, a nursing home and rehabilitation facility, and the Administrator of Concord Care 
Center of Milan. 

Mr. Gilchrist received an MBA from Indiana Wesleyan University and a Bachelor of 
Science in Business Administration from Bowling Green State University. He is a licensed 
Nursing Home Administrator in Ohio. 

Vice President, Planning & Marketing.  Ms. Patricia Mash was hired as Vice-President 
of Planning and Marketing in March 2011. In this position, she leads the strategic planning, 
marketing, branding, communications and sales for FSO and its affiliates, including the 
Borrower. 
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Prior to joining FSO, Ms. Mash was a marketing and communications leadership 
volunteer at the American Red Cross (2010–2011); Senior Vice President of Marketing for 
Riverstone Residential in Dallas, TX (2008–2009); Senior Vice President of Marketing for 
Equity Residential (2004–2008); and served in various marketing positions including Vice 
President of Revenue Management and President of Mileage Plus Marketing, Inc. at United 
Airlines (1984–2003). 

Ms. Mash is a graduate of Binghamton University with a Master of Business 
Administration in Marketing and St. Lawrence University with a Bachelor of Arts in Sociology. 
She is a Certified Marketing Professional. 

Director Human Resources. Ms. Patty Sanches is a Human Resources professional with 
over 35 years of Human Resources experience with 18 years in the long-term-care field.  Ms. 
Sanches joined FSO in January 2004 as Human Resources Manager.  In December 2005, she 
began serving as Director Human Resources, responsible for the strategic planning and overall 
administration of the Human Resources function that provide services and programs for all 
associates of FSO and its affiliates. 
 

Prior to joining FSO, Ms. Sanches was a Human Resources Manager for Woodstock 
Senior Living Communities, Human Resources Consultant for Leading Edge Consulting Group 
and Human Resources Specialist for Pace Suburban Bus Service. 
 

Ms. Sanches is a Senior Certified Professional, SHRM-SCP, through Society for Human 
Resources Management (SHRM) and also certified as a Senior Professional in Human 
Resources, SPHR, through the Human Resources Certification Institute.  She is an active 
member of the Society for Human Resources Management as well as the Northwest Human 
Resources Council.  She currently is a member of the Workforce Advisory Group for Leading 
Age Illinois. 

 
Corporate Director of Risk Compliance and Accreditation. Ms. Linda Flaherty is a 

Registered Nurse with a Bachelor of Science Degree in Business Management and a Master’s of 
Business Administration as well as extensive, progressive experience in risk management, 
patient safety, healthcare quality, compliance and management. She has been successful in 
development and implementation of these types of programs as well as moving programs 
forward in their development of risk reduction strategies, patient safety improvements, 
HITECH/HIPAA compliance and achievement of quality goals.  

In addition, Ms. Flaherty has successful experience with CARF/CCAC accreditation and 
Illinois Department of Public Health compliance.  Her diverse background includes various 
settings such as acute care, senior care, outpatient and physician offices.   

Prior to her arrival to FSO, Ms. Flaherty worked for Resurrection Medical Center, Weiss 
Memorial Hospital, Care Centers (a long-term care management company), Lovelace Health 
Systems and as a consultant for Pendulum, LLC, a risk management consulting firm. 
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FSO Conflict of Interest Policy 

The FSO Board has adopted a conflict of interest policy on behalf of FSO and its 
affiliates.  According to the policy, a conflict of interest can be considered to exist in any 
instance where the actions or activities of an individual on behalf of FSO and its affiliates also 
involves the obtaining of an improper gain or advantage, or an adverse effect on FSO or its 
affiliates’ interests.  The policy requires full disclosure of any situation where a conflict of 
interest may exist so as to permit an impartial and objective determination. 

 
FSO Management Services  

 The Borrower and FSO are parties to an Exclusive Administrative Services and Personnel 
Lease Agreement (the “Management Agreement”).  Under the Management Agreement, FSO 
provides management personnel, expertise and direction as may be necessary to achieve the 
Borrower’s business objectives. Under the Management Agreement, FSO (i) provides oversight 
and guidance in the treasury function, (ii) oversees all accounting functions and manages the 
payment of expenses incurred, (iii) provides financial reporting, cash management, investment 
oversight and oversight of the annual audit of the financials and retirement benefits, (iv) manages 
all necessary human resources support, (v) provides a lease of certain FSO personnel to the 
Borrower, (vi) provides the management and operational oversight of all of the information 
technology needs, (vii) manages the marketing and public relations services to assist in the 
promotion of  programs and services, (viii) determines insurance placement and sufficient 
coverage and provides all risk management and corporate compliance services and (ix) assists 
the Borrower with, or arranges for, the purchase of equipment and supplies for the Community. 

In consideration for these services, the Borrower pays FSO an amount equal to the 
budgeted expenses of FSO that is not allocated to the other affiliates. This amount is calculated 
each year as part of the budget process. The amount allocated to the Borrower for Fiscal 2018 is 
15.63 percent of expenses excluding depreciation, amortization and interest expense.  The 
Borrower also reimburses FSO for general overhead expenses and portions of the wages, salaries 
and compensation of personnel providing the services, as well as all other reasonable expenses 
incurred by FSO in furtherance of the Management Agreement.   

The Borrower has paid management fees to FSO in the amounts of $3,818,631, 
$3,983,439, $4,821,239 and $2,255,635 for the fiscal years ended March 31, 2015, 2016 and 
2017 and for the five-month period ended August 31, 2017, respectively.  The expenses of FSO 
allocated to the Borrower and amounts reimbursed by the Borrower to FSO for general overhead 
expenses only include actual expenses incurred by FSO and do not include cash transfers for any 
other purposes, including the payment of expenses or payments related to indebtedness of other 
affiliates.  

THE COMMUNITY 
 
General Information 

The Community is located in suburban Schaumburg, approximately 32 miles from 
downtown Chicago, situated on approximately 60 acres in a wooded, campus-like setting. The 
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Community backs up to suburban residential neighborhoods. Walking paths are available to the 
Schaumburg post office and library. The Woodfield shopping mall, doctors’ offices, hospitals 
and cultural activities are all within a ten-minute drive from the campus.  The three-story brick 
construction complex was designed in a matrix format all under one roof. Utilization of the 
facilities is divided between three components of service: the independent living comprising 
Crosswell Trace, Bridgewater Place and Bridgegate (the “Independent Living Units”), assisted 
living known as the Willows (the “Assisted Living Units”), memory support known as 
Reflections (the “Memory Support Units”) and skilled nursing care (health care) known as 
Briarwood (the “Healthcare Center”). 

The Community consists of 602 Independent Living Units (comprised of 28 garden 
homes and 574 apartments), 87 Assisted Living Units, 25 Memory Support Units and 248 
Healthcare Center beds. 

Assisted Living 

The Borrower recently increased its Assisted Living license from 106 units to 112 units. 
This step was necessary to add vacant independent living units to the Assisted Living program. 
In turn, these smaller vacant units are being combined into larger one-bedroom units which are 
more marketable. Additional units in Assisted Living will be combined to create an overall better 
mix of larger desirable units. When complete, it is expected that the total available units in 
Assisted Living will decrease slightly. This is a multi-year project with units being combined as 
they become available.  The cost of this project is being funded with internal funds of the 
Borrower.  

Skilled Nursing 

The Healthcare Center contains 248 licensed beds, including a special care unit that 
houses the Memory Support Units. This special care unit consists of a total of 43 beds of which 
three are semi-private rooms and 40 are private rooms. The remainder of the Healthcare Center 
contains 205 beds in 90 semi-private rooms and 25 private rooms. Payor mix over the past six 
years has averaged 22% Medicare, 27% Medicaid and 52% private pay or entrance fee contracts. 
Most private pay Residents are entrance fee holders that have utilized their entrance fee and are 
now paying privately.  Length of stay has declined over the most recent six-year period resulting 
in a trend of overall lower census. Substantial renovations have been made recently resulting in a 
modern look; however, semi-private rooms are not as desirable as private rooms. Management is 
evaluating alternatives to decrease the total number of beds and increase the number of private 
rooms. 
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Services 

By entering into a Residency Agreement (as hereinafter defined), each resident of the 
Community (each, a “Resident”) may be entitled to Life Care services provided by the Borrower 
at the Community (the “Life Care Benefit”) based on the residency plan selected. See 
“RESIDENCY AGREEMENTS” herein for further description of the services provided to 
Residents of the Community and “FEES, OCCUPANCY AND UTILIZATION” for a 
description of the types of fees paid by Residents. 

The following services are provided to residents of Independent Living Units as part of 
their monthly fee:  one meal per day, gas, water and sewer services, lawn and grounds care, 
housekeeping service, weekly flat laundry service, daily activities and programs including health 
and wellness programs, scheduled transportation, 24 hour emergency response system,  off-street  
parking,  individual  air  conditioning  and  heating  controls,  apartment  and general building 
maintenance, and personal garden areas.  Electricity service is included in Bridgewater Place, 
Bridgegate, and Willows while Crosswell Trace residents pay according to their use.   Residents 
are provided with basic cable. 

Other services offered at no charge or at a nominal fee include: Friendship Village bus 
service/Dial-a-Ride, guest room, additional personal laundry service, newspapers, special 
maintenance assistance, special housekeeping, extra meals and/or meal delivery, United Parcel 
Service, mailing service, copying service, escort service, garage rental, banking, beauty shop, 
arts and crafts, and a gift shop/convenience store. 

The Borrower also provides a wide range of home health services including intermittent 
skilled nursing care, medication reminders, nurse’s aide care and housekeeping.  Hourly rates for 
these services vary widely depending on the type of service provided, but are comparable to rates 
charged by other home health agencies in the community for similar services. The Borrower 
contracts with a rehabilitation agency to provide physical therapy, occupational therapy and 
speech therapy to residents.  Rates charged for these services vary depending upon the type of 
therapy provided, but are comparable to those charged by other rehabilitation agencies in the 
community for similar services. 

Financial Assistance 

The Borrower may assist Residents to the Community who become unable to pay their 
monthly fees or other charges by reason of circumstances beyond the resident’s control.  If the 
Borrower determines that there are facts justifying such assistance, the Borrower may subsidize 
in whole or in part a Resident’s monthly service fee and other charges.  Any decision to grant 
financial assistance to a Resident will be within the sole discretion of the Borrower and will be 
limited by the Borrower’s obligation to meet its commitments to all Residents and to operate on 
a sound financial basis. 

Non-Discrimination Policy 

FSO serves all persons without regard to religion, race, creed, sex, color, national origin 
or handicap. FSO recognizes the rights of all persons to equal opportunity in employment, 
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compensation, promotion, education, positions of leadership and power, and shall not at any time 
discriminate against any employee, applicant for employment, trustee, officer, contractor, or any 
other person with whom it deals, because of race, creed, color, handicap, sex, national origin or 
age. 

Capital Improvement Plans 

The Borrower currently has no planned campus expansions or major renovations.  FSO 
and the Borrower regularly assess the condition of the Community’s physical assets to identify 
areas in need of capital improvements that would enhance resident safety, improve quality of life 
or help improve Community marketability.  The Borrower has budgeted annual capital spending 
of approximately $6 million to cover routine capital improvements, a portion of which will be 
paid from the Series 2017 Bond proceeds.  See “THE COMMUNITY – General Information – 
Assisted Living” above. 

RESIDENCY AGREEMENTS 

Life Care Agreements 

 Each Resident in the Community must enter into a contract with the Borrower (a 
“Residency Contract” or a “Residency Agreement”). In consideration for the payment of an 
entrance fee and monthly service fees, the Resident is entitled to independent housing, long term 
health care and a myriad of supportive services for the duration of his or her life. Under the 
Residency Agreements, the Borrower reserves the right to adjust the monthly service fees.  
Traditionally, fee increases are linked to increases in the cost of operation of the Community. 

The Residency Agreements provide that once a Resident permanently transfers to an 
Assisted Living Unit, a Memory Support Unit, or the Healthcare Center or in the event the 
resident dies or moves out, the Borrower can offer the unit to a new resident for occupancy.   The 
entrance fee is refunded to the Resident or the Resident’s estate pursuant to the contractual terms 
but in each case, not until the unit has been resold and occupied.  The terms refundable and non-
refundable entrance fee are used in the Residency Agreements with regard to the payment of the 
entrance fee upon the Resident’s death or moving out of the Community and the resale of his or 
her unit and the Borrower’s collection of a new entrance fee with respect to such unit. 

Beginning in 2014, the Borrower began offering a variety of Residency Agreement 
options at the Community, including the following: 

Type A 90% Refundable Contract. This contract provides that Residents receive 60 
free days of assisted living or nursing care. After 60 days, residents pay the first person monthly 
fee for a one bedroom unit in Bridgewater Place plus the cost of two additional meals daily for 
assisted living or nursing care stays. The refund upon death or withdrawal from the Community 
is 90%. 

Type A Non-Refundable Contract. This contract provides the same benefits as the 
Type A 90% Refundable Contract. The refund upon death or withdrawal from the Community 
declines 2% each month of occupancy, with no refund being paid after 50 months of occupancy. 
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Type B 90% Refundable Contract. This contract provides that Residents receive 60 
free days of assisted living or nursing care. After 60 days, Residents pay the full per diem rates 
for assisted living or nursing less a $1,000 per month discount. The refund upon death or 
withdrawal from the Community is 90%. 

Type B 70% Refundable Contract. This contract provides that Residents receive 60 
free days of assisted living or nursing care. After 60 days, Residents pay the full per diem rates 
for assisted living or nursing less a $1,000 per month discount. The refund upon death or 
withdrawal from the Community is 70%. 

Type B Non-Refundable Contract. This contract provides that Residents receive 60 free 
days of assisted living or nursing care. After 60 days, Residents pay the full per diem rates for 
assisted living or nursing less a $1,000 per month discount. The refund upon death or withdrawal 
from the Community declines 2% each month of occupancy, with no refund after 50 months of 
occupancy. 

Prior to 2014, Residents were offered the Residency Agreement options described below. 
Residents continue to live in the Community under the Residency Agreements described below; 
however, these options are no longer available to new residents.  

100% Refundable with No Health Care Discount.  Under this option, a Resident may 
receive up to a 100% refund of the entrance fee as set forth in the Residency Agreement. If a 
Resident does not have the ability to pay their monthly fees in full, the entrance fee will be 
drawn upon to subsidize their fees, thus reducing the entrance fee refund liability.  If Healthcare 
Center or assisted living services are needed, the first 60 days of room and board are provided at 
no additional cost.  The Resident continues to pay the current monthly service fee for 
Independent Living.  After 60 days, the Resident is charged the prevailing private pay rate for 
such services plus all ancillary charges.  If permanent relocation is not made to the Healthcare 
Center, an Assisted Living Unit or a Memory Support Unit and the 60 days allowance is used, 
the resident will pay the prevailing monthly service fee and the applicable skilled nursing fees or 
assisted living fees.  During stays in the Healthcare Center, the 60 days allowance of room and 
board does not include days covered by Medicare.  Currently, there four Residents that reside in 
the Community under this type of Residency Agreement. 

90% Refundable with a 10% Health Care Discount.  Under this option, a Resident 
may receive up to a 90% refund of the entrance fee as set forth in the Residency Agreement. If a 
Resident does not have the ability to pay their monthly fees in full, the entrance fee will be 
drawn upon to subsidize their fees, thus reducing the entrance fee refund liability.  Should 
Healthcare Center or assisted living services be needed, the first 60 days of room and board are 
provided at no additional cost.  The Resident continues to pay the current monthly service fees 
for Independent Living. After 60 days or upon permanent relocation to the Healthcare Center an 
Assisted Living Unit or a Memory Support Unit, whichever occurs first, 90% of the prevailing 
private pay rate for nursing services or assisted living services will be charged plus all ancillary 
charges.  If permanent relocation is not made to the Healthcare Center an Assisted Living Unit or 
a Memory Support Unit and the 60 days allowance is used, the prevailing current monthly 
service fees for the Residence will continue to be charged to the Resident in addition to the 
skilled nursing fees or assisted living fees.   During stays at the Healthcare Center, the 60 days 
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allowance of room and board does not include days covered by Medicare.  Currently, there are 
337 Residents that reside in the Community under this type of Residency Agreement. 

50% Refundable with a 50% Health Care Discount.  Under this option, a Resident 
may receive up to a 50% refund of the entrance fee as set forth in the Residency Agreement.  If a 
Resident does not have the ability to pay their monthly fees in full, the entrance fee will be 
drawn upon to subsidize their fees, thus reducing the entrance fee refund liability. Should 
Healthcare Center or assisted living services be needed, the first 60 days of room and board are 
provided at no additional cost.  The Resident continues to pay the current fees for Independent 
Living.  After 60 days or upon permanent relocation to Healthcare Center an Assisted Living 
Unit or a Memory Support Unit, whichever occurs first, 50% of the then private pay rate for 
nursing services or assisted living services will be charged plus all ancillary charges. If 
permanent relocation is not made to the Healthcare Center an Assisted Living Unit or a Memory 
Support Unit and the 60 days allowance is used, the current fees for the residence will continue 
in addition to the skilled nursing fees or assisted living fees.  During stays in the Healthcare 
Center, the 60 days allowance of room and board does not include days covered by Medicare.  
Currently, there are 18 Residents that reside in the Community under this type of Residency 
Agreement. 

50% Refundable with No Health Care Discount. This option was only available to 
new Bridgegate residents with a limit of 20 contracts to be issued and is no longer offered.  
Under this option, a Resident may receive up to a 50% refund of the entrance fee as set forth in 
the Residency Agreement. If a Resident does not have the ability to pay their monthly fees in 
full, the entrance fee will be drawn upon to subsidize their fees, thus reducing the entrance fee 
refund liability.  If Healthcare Center or assisted living services are needed, the first 60 days of 
room and board are provided at no additional cost.   The Resident continues to pay the current 
monthly service fee for Independent Living.  After 60 days, the resident is charged the prevailing 
private pay rate for nursing services plus all ancillary charges.   If permanent relocation is not 
made to the Healthcare Center an Assisted Living Unit or a Memory Support Unit and the 60 
days allowance is used, the current fees for the residence will continue in addition to skilled 
nursing fees or assisted living fees. During stays in the Healthcare Center, the first 60 days 
allowance of room and board does not include days covered by Medicare.  Currently, there are 
four Residents that reside in the Community under this type of Residency Agreement. 

Life Care Basic (Non-refundable). Only one existing Resident resides at the 
Community under this type of Residency Agreement and such Resident has transferred to an 
Assisted Living Unit.  Under this option, in consideration for payment of the entrance fee and the 
monthly service fees, the Resident is entitled to occupy an apartment as his or her personal home 
throughout such Resident’s lifetime.   The monthly service fee is the same whether the Resident 
resides in an Independent Living Unit, an Assisted Living Unit, a Memory Support Unit or the 
Healthcare Center.  No refund or repayment of any portion of the entrance fee is made to the 
heirs or estate of the Resident in the event of the Resident’s death.  If the Resident elects to leave 
the Community from an Independent Living Unit while in good health, the Resident will be 
entitled to a refund of that portion of the entrance fee that has not been amortized.   The 
reduction of the contingent refund obligation is as follows: twenty-two percent from the date of 
occupancy up to the twenty-second month, and one percent each month thereafter.   
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Life Care Refundable.  Under this option, a Resident in entitled to occupy an apartment 
throughout such Resident’s lifetime. If Healthcare Center or assisted living services are needed, 
the Resident must pay the prevailing private pay rate for nursing services plus all ancillary 
charges. The entrance fee is used as security for and source of paying the healthcare or 
supportive services fee.  When a resident uses assisted living services, they will pay 
approximately 75% of the private pay rate in cash and the remaining 25% will reduce the 
resident’s future entrance fee refund.   When in the Healthcare Center, the split between cash 
payment and reduction to entrance fee is 50/50.   Under this program, the entrance fee is 100% 
refundable less any charges for Healthcare Center and assisted living use.  Ultimately, any 
remaining unpaid fees or expenses will be deducted from the refund.  The Borrower is no longer 
offering this agreement for independent living but it is offered for assisted living. Currently, 
there are 12 Residents that reside in the Community under this type of Residency Agreement. 
 
Fee-For-Service Agreements 

In addition to the Life Care Agreements described above, the Community offers 
independent living, assisted living and skilled nursing care on a fee-for-service option for 
residents who wish to enter with no contractual guaranty or obligation of continuing care or 
residency by the Borrower. Currently, there are 51 Residents that reside in the Community under 
this type of contract. 

Independent Living 

In order to increase the marketability of apartment units, the Community also offers a 
fee-for-service option on all units. This program was established to provide the same services to 
Residents who do not want to liquidate assets to pay the entrance fee.  The monthly fees paid by 
these Residents are greater than the monthly fees paid by Residents under life care Residency 
Agreement in order to cover the lost investment revenue to the Borrower with respect to the 
entrance fee.   This program does not guaranty equivalent access in a different level of care and 
access to another level of care is subject to availability.  Approximately 8-9% of Residents have 
utilized this contract option. There is no designated limit; however, the marketing team limits 
rental units to the smaller units and less locations.  

Assisted Living and Healthcare Center 

There is considerable demand for services to the frail and memory impaired independent 
elderly in the service area served by the Community.  These services are afforded by the 
Community to such elderly pursuant to a separate agreement which does not guaranty equivalent 
access to a different level of care from that contracted for.  Access to any other level of care is 
subject to availability and the Resident entering into a new agreement with the Borrower for that 
new level of care. 
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Contracts Currently in Place 

 The following chart shows the outstanding Residency Agreements for Independent 
Living Units by type of Residency Agreement, as of September 30, 2017. 

 
 

# Of
Contracts

Type A 90% Refundable Contract 6
Type A 90% Non-Refundable Contract 12
Type B 90% Refundable Contract 149 *
Type B 70% Refundable Contract 22
Type B Non-Refundable Contract 15
100% Refundable with No Health Care Discount 4 *
90% Refundable with a 10% Health Care Discount 188
50% Refundable with a 50% Health Care Discount 18 *
50% Refundable with No Health Care Discount 4 *
Life Care Basic (Non-refundable) 0 *
Life Care Refundable 4 *
Fee-For-Service Agreements 51
Total 473

* Contract is no longer offered

Contract Types
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FEES, OCCUPANCY AND UTILIZATION 
 

The following tables set forth the schedule of fees assessed for contracts offered in each 
level of service as of April 1, 2017.  Fees are set for the fiscal year starting April 1, 2017 and 
ending March 31, 2018.  

Crosswell Trace Garden Homes (Independent Living) 

Sq. Ft. 
Type B - 

90% 
Type B - 

0% 
Type B - 

70% 
Type A - 

90% 
Type A- 

0% 
2 Bedroom 1,350 
Entrance Fee  $       332,000  $     235,000  $       380,000  $       589,000   $   396,000 
Monthly Fee  $           3,491  $         3,491  $           2,796  $           3,731   $       3,731 
2nd Person Fee   $              300  $            300  $              300  $              300   $          300 
2 Bedroom/Den 1,750 
Entrance Fee  $       359,000  $     254,000  $       411,000  $       638,000   $   428,000 
Monthly Fee  $           3,792  $         3,792  $           3,034  $           4,031   $       4,031 
2nd Person Fee  $              300  $            300  $              300  $              300   $          300 

__________________________ 
Source: FSO 
 

Bridgewater Place (Independent Living) 

Sq. Ft. 
Type B -  

90% 
Type B - 

0% 
Type B - 

70% 
Type A - 

70% 
Type A- 

0% 
1 Bedroom 675       
Entrance Fee   $       217,000  $     154,000  $       248,000  $       383,000   $   258,000 
Monthly Fee   $           3,204  $         3,204  $           3,564  $           4,369   $       4,369 
2nd Person Fee   $           1,202  $         1,202  $           1,202  $           1,202   $       1,202 
2 Bedroom 949  
Entrance Fee  $       274,000  $     195,000  $       314,000  $       486,000   $   327,000 
Monthly Fee   $           4,130  $         4,130  $           3,304  $           4,369   $       4,369 
2nd Person Fee   $           1,202  $         1,202  $           1,202  $           1,202   $       1,202 

__________________________ 
Source: FSO 
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Bridgegate (Independent Living) 

Sq. Ft. Type B - 90% Type B - 0% Type B - 70% Type A - 90% 
Type A - 

0% Rental 
Studio 275 
Entrance Fee  $       108,000   $       78,000   $       123,000   $       189,000   $   128,000  - 
Monthly Fee  $           1,817   $         1,817   $           1,455   $           2,057   $       2,057   $      2,291  
2nd Person Fee  $           1,202   $         1,202   $           1,202   $           1,202   $       1,202  - 
Alcove 450 
Entrance Fee  $       132,000   $       95,000   $       151,000   $       231,000   $   157,000  - 
Monthly Fee  $           2,330   $         2,330   $           1,864   $           2,569   $       2,569  - 
2nd Person Fee  $           1,202   $         1,202   $           1,202   $           1,202   $       1,202  - 
1 Bedroom 555 
Entrance Fee  $       171,000   $     122,000   $       195,000   $       299,000   $   203,000  - 
Monthly Fee  $           2,727   $         2,727   $           2,183   $           2,968   $       2,968   $      4,482  
2nd Person Fee  $           1,202   $         1,202   $           1,202   $           1,202   $       1,202  - 
1 Bedroom  690-725 
Entrance Fee  $       195,000   $     140,000   $       222,000   $       341,000   $   231,000  - 
Monthly Fee  $           3,151   $         3,151   $           2,521   $           3,390   $       3,390  - 
2nd Person Fee  $           1,202   $         1,202   $           1,202   $           1,202   $       1,202  - 
1 Bedroom  830-900 
Entrance Fee  $       228,000   $     164,000   $       260,000   $       398,000   $   270,000  - 
Monthly Fee  $           3,476   $         3,476   $           2,780   $           3,715   $       3,715  - 
2nd Person Fee  $           1,202   $         1,202   $           1,202   $           1,202   $       1,202  - 
2 Bedroom 790 
Entrance Fee  $       217,000   $     155,000   $       247,000   $       381,000   $   258,000  - 
Monthly Fee  $           3,476   $         3,476   $           2,780  $           3,715   $       3,715   $      4,910  
2nd Person Fee  $           1,202   $         1,202   $           1,202   $           1,202   $       1,202  - 
2 Bedroom  830 
Entrance Fee  $       225,000   $     161,000   $       257,000   $       395,000   $   267,000  - 
Monthly Fee  $           3,555   $         3,555   $           2,843   $           3,794   $       3,794  - 
2nd Person Fee  $           1,202   $         1,202   $           1,202   $           1,202  $       1,202  - 
2 Bedroom  970-1005 
Entrance Fee  $       269,000   $     192,000   $       308,000   $       475,000   $   321,000  - 
Monthly Fee  $           3,949   $         3,949   $           3,160   $           4,187   $       4,187  - 
2nd Person Fee  $           1,202   $         1,202   $           1,202   $           1,202   $       1,202  - 

__________________________ 
Source: FSO 
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The Willows (Assisted Living) 

Sq. Ft. 

Lifecare 
90% 

Refundable 
Level 11 

Lifecare 
90% 

Refundable 
Level 12 

Lifecare 
90% 

Refundable 
Level 13 

Rental - 
Care Level 

11 

Rental - 
Care Level 

12 

Rental - 
Care Level 

13 

Studio 275 

Entrance Fee   $        90,000   $        90,000  $      90,000  $        6,819*  $        7,792*   $        8,478* 

Monthly Fee   $          6,113   $         7,085   $        7,773  $         6,819   $         7,792   $         8,478  

2 Person Fee   $          1,649   $         2,621   $        3,309  $         1,649   $         2,621   $         3,309  

Alcove 450 

Entrance Fee   $      111,000   $      111,000  $    111,000  $        7,181*  $        8,153*   $        8,842* 

Monthly Fee   $          6,526   $         7,498   $        8,187  $         7,181   $         8,153   $         8,842  

2 Person Fee   $          1,649   $         2,621   $        3,309  $         1,649   $         2,621   $         3,309  

1 Bedroom 555 

Entrance Fee   $      135,000   $      135,000  $    135,000  $        7,585*  $        8,556*   $        9,245* 

Monthly Fee   $          6,936   $         7,906   $        8,595  $         7,585   $         8,556   $         9,245  

2 Person Fee   $          1,649   $         2,621   $        3,309  $         1,649   $         2,621   $         3,309  
1 Bedroom 
Deluxe 900 

Entrance Fee   $      145,000   $      145,000  $    145,000  $        8,296*  $        9,268*   $        9,955* 

Monthly Fee   $          7,591   $         8,565   $        9,252  $         8,296   $         9,268   $         9,955  

2 Person Fee   $          1,649   $         2,621   $        3,309  $         1,649   $         2,621   $         3,309  

2 Bedroom 775 

Entrance Fee   $      145,000   $      145,000  $    145,000  $        8,296*   $        9,268*   $        9,955* 

Monthly Fee   $         7,591   $         8,565   $        9,252  $         8,296   $         9,268   $         9,955  

2 Person Fee   $          1,649   $         2,621   $        3,309  $         1,649   $         2,621   $         3,309  
 
__________________________ 
Source: FSO 
*Plus Second Person Fee, if applicable. 
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Reflections (Memory Care) 

Sq. Ft. 

Lifecare – 90% 
Refundable 

Level 2 

Lifecare – 90% 
Refundable 

Level 3 
Rental - Care 

Level 2 
Rental - Care 

Level 3 
Studio 275     
Entrance Fee  $  90,000  $  90,000   $ 8,753*   $ 9,442*  
Monthly Fee  8,049 8,738 8,753 9,442 
2nd Person Fee  3,893  4,581  3,893  4,581  
Alcove 450     
Entrance Fee  111,000  111,000   9,118*  9,805*  
Monthly Fee  8,465 9,153  9,118  9,805  
2nd Person Fee  3,893   4,581   3,893   4,581  
1 Bedroom 555 -- -- 
Entrance Fee  135,000  135,000  9,521*   10,210*  
Monthly Fee  8,872 9,561 9,521   10,210  
2nd Person Fee  3,893  4,581  3,893  4,581  
__________________________ 
Source: FSO 
*Plus Second Person Fee, if applicable. 

 

Nursing Care Cost per Day (Healthcare Center) 

 Semi-
Private 

Private 

Skilled Care $391 $465 
Special Care $398 $472 
__________________________ 
Source: FSO 
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Occupancy and Census Information 

 Below is occupancy information for the past three fiscal years ended March 31 and for 
the five months ended August 31, 2017:  

2015 2016 2017 

Five months 
ended 

8/31/2017 
Garden Homes 
Number of Units Available 28.00 28.00 28.00 28.00 
Average Number Occupied(1) 26.39 27.19 27.71 27.09 
Average Occupancy Rate 94.25% 97.11% 98.96% 96.75% 

Independent Units 
Number of Units Available 606.00 591.00 574.00 568.00 
Average Number Occupied(1) 429.94 459.77 464.23 450.83 
Average Occupancy Rate 70.95% 77.80% 80.88% 79.37% 

Assisted Living Units 
Number of Units Available 106.00 106.00 106.00 112.00 
Average Number Occupied(1) 96.55 95.74 92.15 91.86 
Average Occupancy Rate 91.08% 90.32% 86.93% 82.02% 

Health Care Units 
Number of Units Available 248.00 248.00 248.00 248.00 
Average Number Occupied(1) 211.34 206.89 204.97 192.54 
Average Occupancy Rate 85.22% 83.42% 82.65% 77.64% 

__________________________ 
Source: FSO 
(1)  Determined by dividing total resident days by the number of days in the period. 

Healthcare Center Occupancy by Payor Type  

Below is payor information for the past three fiscal years ended March 31 and for the five 
months ended August 31, 2017: 

2015 2016 2017 

Five months 
ended 

8/31/2017 
Private Pay 14.0% 14.3% 16.6% 19.1% 
Life Care 34.0 33.7 33.6 41.3 
Medicaid 30.0 28.9 27.8 20.0 
Medicare 22.0 23.1 22.0 19.6 

100.0% 100.0% 100.0% 100.0% 
__________________________ 
Source: FSO 
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Rate Increase History 
 
 FSO, in collaboration with the Board and management, review the entrance fees and 
monthly fees at least annually in connection with the budget review and approval process.  The 
following table sets forth the percentage increase in monthly fees and per diem fees as of the first 
day of the last three fiscal years for each of the levels of care provided at the Community. 
 

Monthly and Per Diem Rate Increases – as of April 1st 
 

2015 2016 2017 
Independent Living 4.25% 4.25% 4.50% 
Assisted Living 4.25 4.25 3.75 
Skilled Nursing 4.25 4.25 4.50 
__________________________ 
Source: FSO 

 
REGULATIONS AND LICENSES 

The various approvals and licenses necessary for the Borrower to operate the Community 
are outlined below. 

Status of Certifications and Licenses 
 
 All necessary regulatory certifications and licenses and authorizations have been obtained 
and are maintained by the Borrower for the Community.  The Community is licensed by the 
Illinois Department of Public Health (the “Department”) as an Assisted Living Facility under the 
Illinois Assisted Living and Shared Housing Act and as a Skilled Nursing Facility under the 
Illinois Nursing Home Care Act.  For purposes of licensure, the Memory Support Units are 
considered under both assisted living and skilled nursing.  The Community’s most recent 
certification is September 1, 2017.  The Healthcare Center is certified for Medicare and 
Medicaid.  See “BONDHOLDERS RISKS – Regulation of Health Care and Long-Term Care 
Industries” in the front part of this Official Statement. 
 

A complaint survey of the Healthcare Center conducted by the Department on June 1, 
2017 indicated that the Healthcare Center was not in substantial compliance with certain federal 
regulatory provisions required in order to participate in the Medicare and Medicaid programs.  
The Borrower submitted a Plan of Correction to the Department on June 19, 2017, and on 
August 3, 2017 the Healthcare Center was re-inspected and found to be in substantial compliance 
and eligible for continued participation in the Medicare and Medicaid programs.  In addition, due 
to licensure findings during the June 1, 2017 complaint survey, the Department placed the 
Healthcare Center on conditional licensure status between September 1, 2017 through February 
28, 2018.  The Borrower successfully appealed such conditional status, which has stayed the 
implementation of the conditional license and allowed the Healthcare Center to operate under a 
regular Department license without condition.  While the appeal process is on-going, and may 
result in the conditional license status being dropped, modified or reinstated for its original time 
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period, management of the Borrower currently has no reason to believe that its appeal will not be 
successful.  
 
Life Care Permit 

Under Illinois law, a continuing care provider offering life care contracts is required to 
obtain approval as a Life Care Facility (“Life Care Permit”) from the Department pursuant to the 
Illinois Life Care Facilities Act (the “Act”).  The Borrower holds a Life Care Permit for the 
Community. 

The Act provides that a prospective resident may rescind his or her life care contract 
without penalty or forfeiture within 14 days after the first calendar day following the later of: (i) 
payment of the initial deposit or application fee, (ii) signing the life care contract or (iii) receipt 
of the financial disclosure statement reflecting the financial condition of the provider required to 
be furnished by the provider pursuant to the Act. 

Additionally, the Act requires that the provider establish and maintain a letter of credit or 
an escrow account in an Illinois financial institution into which the entrance fees are to be 
deposited.  The Act further requires that at all times of resident occupancy, the provider maintain 
an amount in the escrow account which equals or exceeds the aggregate principal and interest 
payments due during the next six months on account of any first mortgage or any long term 
financing of the facility.  Notwithstanding the above requirement, the escrow monies required 
may be released to the Borrower upon approval by the Director of the Department.  The 
Department’s practice has generally been to permit facilities such as the Community to satisfy 
this statutory requirement using funds in the Debt Service Reserve Fund established under the 
Bond Indenture.  As set forth in the Loan Agreement, if at any time the total amount on deposit 
in the Debt Service Reserve Fund is less than the maximum amount of principal and interest 
payable on the Series 2017 Bonds during any succeeding six-month period, however, the Bond 
Trustee for the Series 2017 Bonds will be required to give notice of such event by first class 
mail, postage prepaid, to the Director of the Department. 

FINANCIAL INFORMATION 
 
Summary of Revenues and Expenses 

 The audited financial statements of the Borrower for the fiscal years ended March 31, 
2016 and 2017 have been audited by CliftonLarsonAllen LLP and are attached to this Official 
Statement as Appendix B.  The following summary of revenues and expenses of the Borrower 
for the fiscal years ended March 31, 2016 and 2017 are derived from the audited financial 
statements of the Borrower, while the summary revenues and expenses of the Borrower for the 
fiscal year ended March 31, 2015 are derived from the audited consolidated financial statements 
of FSO.  The following summary of revenues and expenses for the five-month periods ended 
August 31, 2016 and August 31, 2017 have been provided by the Borrower and have not been 
audited.  All of the information provided in this Appendix A should be read in conjunction with 
the audited financial statements of the Borrower attached as Appendix B to this Official 
Statement, the related notes and Management’s Discussion and Analysis provided below.  
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Operating results for the five-months ended August 31, 2017 are not necessarily indicative of 
results that may be expected for the full year ending March 31, 2018.  
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Statements of Operations  
   Year Ended March 31,  Five Months Ended  
   2015 2016 2017  8/31/16 8/31/17 
Revenue, gains and other support:       
 Net independent service 

revenue $14,812,245 $16,641,397 $17,267,632 $7,179,392  $7,322,525  
 Net assisted living service 

revenue 6,363,010   6,291,583   6,400,613 2,753,058  2,751,397  
 Net health care service revenue 22,849,064  23,361,962  24,844,443 9,998,931  9,646,987  
 Home Health 369,364  604,425  496,330 202,799  198,038  
 Amortization of entrance fees 4,842,176  4,550,960  4,335,891 1,817,995  1,792,436  
 Contributions  61,103  -- -- -- --- 
 Investment income 1,722,723  486,955  706,176  987,387  1,272,355  
 Other revenue 584,045  625,970  648,466  491,424  422,394  
  Total revenue, gains and 

other support 51,603,730 52,563,252 54,699,551 23,430,986  23,406,133 
        
  Total Revenue, excluding 

investment income  49,881,007 52,076,297 53,993,375 22,443,599  22,133,778 
        
Operating expenses       
 Salaries and benefits 21,837,488  22,664,502  22,964,168  9,362,781  10,021,710  
 Supplies and other 6,922,070  7,370,998  7,667,712  3,086,141  3,335,534  
 Dietary 2,864,458  3,286,639  3,190,919  1,224,026  1,118,416  
 Professional fees 4,013,202  4,328,894  5,187,168  2,321,979  2,659,062  
 Repairs and maintenance 1,339,664  1,568,240  1,448,987  629,533  698,819  
 Utilities and telephone 2,035,528  2,039,899  2,050,594  959,586  861,976  
 Insurance 675,849  703,508  849,650  360,445  370,772  
 Real estate taxes 572,569  673,684  613,994  249,300  257,940  
 Interest 6,483,067  6,396,543  6,414,290  2,635,758  2,597,513  
 Depreciation and amortization 7,870,644  8,142,301  8,212,714  3,469,699  3,469,720  
 Provision for bad debts 509,984  361,053  199,551  125,000  135,415  
  Total operating expenses 55,124,523  57,536,261 58,799,747   24,424,249  25,526,876  
         
  Total operating expenses, 

excluding interest & 
depreciation 40,770,812  42,997,417  44,172,743  18,318,792  19,459,643  

        
  Non-Salary expenses, 

excluding interest & 
depreciation  18,933,324  20,332,915  21,208,575 8,956,010  9,437,933  

        
  Operating (loss) $(3,520,793) $(4,973,009) $(4,100,196) $($993,263) $(2,120,743) 
______________________________ 
Source: FSO 
Note: Columns may not add due to rounding. 
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Management Discussion and Analysis 

General 

Over the past several years, management of the Borrower has focused on stabilizing the 
organization after a number of challenging years resulting from the difficult economy and tough 
housing market. After opening a new 170 unit independent living expansion (Bridgewater Place) 
in 2008, the Borrower saw a decrease in census in its oldest buildings (Bridgegate) from census 
of 430 units occupied down to 373. Census did rebound in 2009 and 2010 to about 382 units. 
After 2010, census in Bridgegate decreased each year from 2011-2015 to a low of 282 units 
occupied. Census did increase for fiscal year ended March 31, 2016 to 302 units occupied in 
Bridgegate and remained consistent finishing at 301 units occupied for the fiscal year ended 
March 31, 2017.  

Of the 404 units in Bridgegate, 147 or 36% are single room units that are studios and 
alcoves ranging from 275 to 450 square feet. As of August 31, 2017, approximately 66% of such 
smaller units are occupied. The occupancy percentage of the larger units is approximately 80% 
as of August 31, 2017. Average occupancy for the first five months of fiscal year 2018 has 
averaged slightly under 90% in Bridgewater Place.   

Fiscal Year Ended March 31, 2017 

The Borrower has seen a trend in improving financial performance. Revenues continue to 
grow at a faster rate than expenses with improvement in net operating income in each of the last 
three fiscal years. Emphasis is placed on growing revenues at a faster rate than expenses by 
improving census as well as adjusting resident fees. The average income increase over the past 
three fiscal years has been 6.12% while expenses have increased by 4.55% for a positive spread 
of 1.57%.  Fee increases for Independent Living Residents has been 4.25%, 4.25% and 4.5% for 
fiscal years 2016, 2017 and 2018, respectively, while census has increased from 456 to 487 to 
492 units, respectively, in each of the respective fiscal years. 

Total revenue for fiscal year 2017 increased by $2,136,299 or 4.06% while expenses 
increased by $1,263,486 or 2.20%. Independent Living census increased by four units and 
revenue attributable to Independent Living increased by $626,235. Assisted Living census 
decreased by four units, however, revenue attributable to Assisted Living increased by $109,030. 
Skilled Nursing census decreased by two units with revenues attributable to Skilled Nursing 
increasing by $1,482,481 due to an increase in reimbursement rates from Medicare. The most 
significant increase in expenses is the category of professional fees which increased by $858,274 
resulting from legal fees incurred related to litigation regarding water penetration in the 
Bridgewater Place building related to construction deficiencies. 

Five-Month Period Ended August 31, 2017 

For the first five months of fiscal year 2018, the Borrower is performing slightly under 
budget. Independent Living average year-to-date census is 478 units occupied and revenue is 
$358,479 less than the amount budgeted with average census trailing budget by 25 units 
occupied. Last year at the same time census was 490 units occupied. Revenue is trailing budget 
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by $355,809, but is $143,134 better than last year. Assisted Living census is under budget by two 
units with revenues $25,558 over budget. For the same period last year, census averaged 95 units 
occupied and revenue from Assisted Living is $1,661 below last year. Skilled Nursing revenue is 
$993,000 under budget with census approximately 16 units under budget. Census for the same 
period last year averaged 200 units occupied and revenue decreased $351,944 in the current year. 
The Borrower experienced unusually high resident attrition in all levels of living resulting in the 
lower census numbers.  Strong investment performance, which was favorable to budget by over 
$1 million, helped to offset the unfavorable operating revenue variance.  Expenses are under 
budget by $168,003 and as a result, total performance is $335,181 under budget for the first five 
months of the fiscal year. In total, expenses increased $1,102,627 or 4.51% over the same period 
last year. The most significant variance is in salaries and wages. The Borrower changed to a self-
insurance plan for employee health insurance effective April 1, 2017. Expenses in the first few 
months of the plan year exceeded budget due to run off of claims from the previous plan. This is 
reflected with an increase in salaries and benefits of $658,929. 

Historical Debt Service Coverage Ratio and Liquidity Ratios 
 
 The following table sets forth, for the fiscal years ended March 31, 2015, 2016 and 2017, 
the historical debt service coverage ratios and days’ cash on hand for the Borrower.  The 
historical calculations set forth below were made in accordance with the provisions of the Master 
Indenture.  The pro forma maximum annual debt service provides for an adjustment to give 
effect to the issuance of the Series 2017 Bonds and the refunding of the Refunded Bonds, as if 
such events had happened on the first day the respective fiscal years.  The table has been 
prepared by management of the Borrower with information derived from its financial statements. 
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 Year Ended March 31, 
Debt Service Coverage Ratio: 2015 2016 2017 

 Income Available for Debt Service    
  Net Income from Operations $(3,520,793) $(4,973,009) $(4,100,196) 
  Less: Contributions (61,103) -- -- 
  Less: Entrance Fees Amortized (4,842,176) (4,550,960) (4,335,891) 
  Add: Interest Expense 6,483,067 6,396,543 6,414,290 
  Add: Depreciation/Amortization 7,870,644 8,142,301 8,212,714 
  Income from Operations Available for Debt Service $5,929,639 $5,014,875 $6,190,917 
      
 Entrance Fees    
  Proceeds from Refundable Entrance Fees $18,039,681 $20,202,186 $18,522,374 
  Refunds Paid on Entrance Fees (10,298,602) (10,568,867) (10,152,704) 
  Net Entrance Fees 7,741,079 9,633,319 8,369,670 
      
 Funds Available for Debt Service  13,670,718  14,648,194 14,560,587 
      
 Debt Service:    
  Principal Payments $1,560,000 $1,640,000 $1,730,000 
  Interest Payments 6,483,066 6,407,170 6,308,327 
  Total Debt Service $8,043,066 $8,047,170 $8,038,327 
      
 Debt Service Coverage Ratio (DSCR) 1.70x 1.82x 1.81x 
  Minimum DSCR Requirement 1.20x 1.20x 1.20x 
      
 Pro forma max annual debt service $8,507,456 $8,507,456 $8,507,456 
 Pro forma max annual debt service coverage 1.61x 1.72x 1.71x 
      

Days Cash on Hand:    
      
  Total Cash and Investments $27,864,923 $24,640,790 $28,047,751 
      
 Adjusted Operating Expenses:    
  Operating Expenses $55,124,523 $57,536,261 $58,799,747 
  Less: Depreciation & Amortization (7,870,644) (8,142,301) (8,212,714) 
  Less: Bad Debts (509,984) (361,053) (199,551) 
  Adjusted Operating Expenses (a) $46,743,895 $49,032,907 $50,387,482 
  Number of Calendar Days (b) 365 366 365 
  Average Cost per Day (a)/(b) $128,065 $134,337 $138,048 
      
  Days Cash on Hand (DCOH) 218 183 203 

____________________________ 
Based upon estimated maximum annual debt service of Series 2017 Bonds only using an assumed true interest cost of 5.27% per annum and 
excluding debt service related to the FSO Guaranty.  Assuming amortization of (i) the FSO Guaranty, with the Borrower paying debt service 
thereon, and (ii) the Series 2017 Bonds, each in accordance with the provisions of the Master Indenture, pro forma maximum annual debt service 
would be equal to $9,930,731. 
Source: FSO.  Note: Columns may not add due to rounding. 
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Other Indebtedness 
 

The Borrower has entered into a Guaranty Agreement (the “FSO Guaranty Agreement”), 
pursuant to which the Borrower guarantees payment on the FSO Bonds.  The Borrower’s 
obligations pursuant to the FSO Guaranty Agreement are secured by an Obligation issued under 
the Master Indenture (the “Guaranty Obligation”).  The FSO Guaranty Agreement contains 
covenants and restrictions solely for the benefit of FSO.  Such covenants and restrictions may be 
waived, modified or amended by the FSO Trustee in its sole discretion and without notice to or 
consent by the Bond Trustee, the Master Trustee, the holders of the Series 2017 Bonds or any 
other Person.  Violation of any of such covenants and restrictions in the FSO Guaranty 
Agreement may result in an Event of Default under the Master Indenture, which could result in 
acceleration of all of the Obligations, including the Series 2017 Obligation.  Pursuant to the 
terms of the FSO Guaranty Agreement, the Borrower has covenanted to provide to FSO funds 
sufficient to pay all of the principal of, premium if any, and interest on the FSO Bonds.  The 
Borrower currently anticipates providing such payments prior to maturity of the FSO Bonds in 
order to eliminate the indebtedness from its balance sheet and to release the Borrower from the 
covenants set forth in the FSO Guaranty Agreement (including a restriction on the incurrence of 
any additional debt, which the FSO Trustee is waiving in connection with the issuance of the 
Series 2017 Bonds).  There is no agreement, requirement or expectation for FSO to reimburse 
the Borrower for any such payments made on the FSO Bonds.  See “HISTORY, MISSION AND 
BACKGROUND – GreenFields” herein for additional information on GreenFields and the FSO 
Bonds.  For financial information regarding FSO, see Appendix B to the Official Statement dated 
November 15, 2017 related to the $65,000,000 Illinois Finance Authority Revenue Bonds 
(GreenFields of Geneva Project), Series 2017, posted on the Municipal Securities Rulemaking 
Board’s (“MSRB”) Electronic Municipal Market Access system (“EMMA”), found at 
http://emma.msrb.org. 

 
As of the date of delivery of the Series 2017 Bonds and the refunding of the Refunded 

Bonds, the Guaranty Obligation and the Series 2017 Obligation will be the only Obligations 
outstanding under the Master Indenture.   

 
In addition to indebtedness that is secured by an Obligation issued under the Master 

Indenture, FSO currently maintains a $3 million line of credit (the “Line of Credit”) with a 
commercial bank for working capital purposes of the Borrower and FSO, of which $3 million 
was drawn and outstanding as of August 31, 2017.  In connection with the issuance of the FSO 
Bonds and the FSO Guaranty Agreement, FSO and the Borrower have agreed to pay down the 
Line of Credit to $2 million on or before December 31, 2017.  FSO’s obligations pursuant to the 
Line of Credit are secured by funds held in a Borrower investment account.  The bank’s lien on 
such account is a Permitted Encumbrance under the Master Indenture. 

 
The Borrower also maintains an unsecured line of credit with a commercial bank in 

accordance with statutory requirements related to workers’ compensation.  No amounts were 
drawn and outstanding on such line of credit as of August 31, 2017. 
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Investment Policy 

FSO’s current investment policy was last approved by the FSO Board of Directors in 
August 2016.  This policy applies to FSO and its affiliates, including the Borrower.  An 
Investment Committee of the FSO Board of Directors is charged with the duty and authority to 
manage the investment portfolio and to implement an investment policy with respect to those 
portfolios.  The investment portfolio is structured in a manner to optimize the twin goals of 
meeting financial obligations made to constituents and creditors and maximizing long term 
returns. 

The investment policy establishes the following target allocation and the tolerance range 
for the investments of the Borrower. The long term strategic allocation targets and tolerance 
ranges are: 

 
Asset Class Target Tolerance Range 

Fixed Income 60% 40-70% 
Equity 39 30-60 
Cash 1 0-10 

 
SERVICE AREA AND COMPETITION 

 
The market area in which the Community resides shows the senior population projected 

to continue to grow. There are over 6,000 age and income qualified seniors in the primary market 
area. The primary market area consists of ten suburbs including Schaumburg that are directly 
contiguous to Schaumburg. These suburbs make up an approximate five mile radius.  Due to a 
highly competitive assisted living and memory care market, census in these areas tends to be less 
than that for independent living.  Because the Community is a very large community, it utilizes 
mass media including television to attract a large audience.  Because of the marketing approach, 
47% of Residents originate from the primary market area while an additional 33% originate from 
the remainder of Cook and DuPage Counties, 9% originate from the remainder of Illinois and 
11% originate from outside the primary or secondary market areas.  

 Below are charts that provide information on the primary market area: 
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Primary Market Area
Demographic Characterstics

2013 Median
Percent of 75+ Percent of 85+ Home Values

Total Households Households Households Households with Households with Total
Households Age 65+ Age 75+ Age 85+ Income $50,000+ Income $50,000+ Homeowners

PMA $64,460 $39,775 $30,460 $25,783 27.46% 21.69% $228,438

Cook and DuPage Counties $54,712 $36,109 $27,634 $23,988 25.68% 21.25% $223,012

Illinois $53,791 $35,509 $27,658 $23,845 23.75% 19.19% $174,323

United States $49,297 $34,868 $27,094 $23,194 23.46% 18.83% $171,345

Sources: US Census Bureau Nielsen Claritas, Inc.

2013 Median Incomes

Primary Market Area
Demographic Characterstics

Projected
Census Estimated Projected Annual Growth

2000 2013 2018 2013-2018
POPULATION ESTIMATES

Total Population 592,014          603,627          616,739          0.40%

Population Age 65 & Older 63,721            81,447            95,118            3.20%
  Percent of Total Population 10.80% 13.50% 15.40%

Population Age 75 & Older 29,506            35,678            38,026            1.30%
  Percent of Total Population 5.00% 5.90% 6.20%

Population Age 85 & Older 7,836               11,592            11,883            0.50%
  Percent of Total Population 1.30% 1.90% 1.90%

HOUSEHOLD ESTIMATES

Total Households 220,505          227,312          232,960          0.50%

Head of Household Age 65 & Older 38,705            50,889            58,725            2.90%
  Percent of Total Households 17.60% 22.40% 25.20%

Head of Household Age 75 & Older 17,593            23,282            24,621            1.10%
  Percent of Total Households 8.00% 10.20% 10.60%

Head of Household Age 85 & Older 3,730               7,523               7,737               0.60%
  Percent of Total Households 1.70% 3.30% 3.30%

Sources: US Census Bureau Nielsen Claritas, Inc.
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Source: Movoto.com 

Competitors continue to remain non-profit organizations that offer some form of 
continuing care such as the Moorings in Arlington Heights, Lutheran Home in Arlington Heights 
and Clare Oaks in Bartlett. With the improving real estate market, Luther Village in Arlington 
Heights is an option with the equity based model offered.  In addition, several for-profit, rental 
communities recently opened or are expected to open over the coming months in the primary 
market area of the Community, including: 

• The Solana by Atria in Deer Park – independent living, assisted living, memory care 

• The Grand in Palatine – independent living 

• Westbrook Senior Living, in Streamwood, approximately three miles from the 
Community.  Streamwood opened late summer 2016, and offers rental contracts for 
independent living, assisted living, transitional memory care and memory care apartments 
ranging from $2,495 to $7,135 per month. 

Real Estate  Market Trends
October 4, 2017

% Change % Change % Change
from one from one from one

Today Year Ago Today Year Ago Today Year Ago
Schaumburg 112 -30% 368,000$            2% 48 -14%
Hoffman Estates 153 22% 366,000$            6% 46 -29%
Huntley 116 -15% 320,000$            3% 53 7%
Elk Grove Village 75 -12% 300,000$            -7% 41 -31%
Mount Prospect 135 -10% 350,000$            = 43 -25%
Arlington Heights 295 = 417,000$            = 42 -26%
Palatine 229 -7% 440,000$            4% 48 -14%
Des Plaines 176 -5% 325,000$            10% 43 -18%

Single Family Homes on Market Median List Price
Median Days on

Movoto.com
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The following table sets forth the primary competitors of the Community:   

Competitor The Moorings Clare Oaks Westbrook 
Location Arlington 

Heights 
Bartlett Streamwood 

Miles from 
Community 

8.3 9.3 5.2 

Type of Contract Fee-for-Service Fee-for-Service Fee-for-Service 
Fee Structure Entrance Fee-

Type A and B 
Entrance Fee-

Type A 
Rental 

Entrance Fee 
Refundability 

0%, 50% and 
90% 

0% and 90% Not Applicable 

Entrance Fee 
Pricing 

$142,900 - 
$599,000 

$239,000 - 
$399,000 

$2,500 

2nd Person EF $19,100 - 
$61,009 

$18,700 None 

IL Monthly 
Service Fees – 1st 
Person 

$2,760 - $3,620 $2,260 - $3,175 $2,495 - $4,800 

IL Monthly 
Service Fees – 2nd 
Person 

$1,220 - $1,675 $815 None 

For-Profit 
(FP)/Not-For- 
Profit (NFP) 

NFP NFP FP 

Year Facility 
Opened 

1996 2008 2016 

Unit Configuration 
Independent 
Living 

316 164 74 

Assisted Living 57 17 54 
Alzheimer’s -- 16 26 
Nursing Beds 120 120 -- 

Source: 2017 Borrower’s Competitive Analysis, and Brecht Associates, Inc. 

  



 
A-33 

Sales and Marketing 

The 2017 fiscal year resulted in record deposits – the highest number of deposits in the 
Community’s history.  Occupancy in independent living increased over the prior fiscal year by 
19 residences or 4%.  Marketing strategies use a combination of mass advertising including 
newspaper, radio and TV to build awareness about the community and promote competitive 
differentiators. Direct mail is used to target prospects that are most likely to convert to a resident. 
Direct mail reflects a combination of benefits of living at the community, invitations to events 
and awareness of select incentive offers. All of the efforts are tied to our website, the primary 
resource of information for our prospective residents.  The marketing department has categorized 
vacant units into three categories: saleable, challenged or unlikely to sell.  Unlikely to sell units 
typically are the smallest and located in a less desirable location. Challenged units are 
marketable but either have minimal views or an awkward layout. Because of the large number of 
independent living units, the Borrower continues to be creative by combining units into larger 
more desirable apartments as smaller units become available.  

For fiscal year 2017, 130 residents moved into the community; 94 residents moved into 
Bridgegate, 20 residents moved into Bridgewater Place, two residents moved into Crosswell 
Trace Garden Homes and 14 residents moved into Willows Assisted Living. There were also 37 
internal residents who transitioned from independent living into Willows Assisted Living. 

 
In fiscal year 2017, 1,688 new leads were produced, which was a 14% increase over the 

prior fiscal year. The leads were produced by the Community’s website (26%); referrals from 
friends, relatives and residents (25%); direct mail invitations to events (23%); prospects living in 
the area (14%); newspaper and other sources. In addition to other incentives that the Community 
may choose to offer, the Community’s sales and marketing team have utilized the following 
offers to drive sales and move-ins into the community. 
 

Trial Program – Between April 1, 2016 and March 31, 2017, the Community offered our 
90-day trial stay program in a furnished apartment. After the trial stay, the resident can return 
home or convert to one of two long-term program options available at the Community. All 
prospects must be approved for a life care contract in order to qualify for admission under the 
trial program. For fiscal year 2017, a total of 37 sales were made utilizing this program. 
 

13-Month Rental Rate Freeze – In January 2016, a 13 Month Contract was introduced. 
This program is offered for select studio and alcove apartments found within our Bridgegate 
neighborhood. The monthly service fee remains locked for 13 months provided the resident 
agrees to a minimum stay for the same time period. This differs from our standard month-to-
month program which enables a resident to move out at any time. Since the beginning of the 
fiscal year, a total of 13 sales have been made using this offer. 
 

“One Quarter Down” Program – Under this option, prospective residents can enter   
with a 25% deposit of the entrance fee due at the time of move-in. Residents who move into the 
Community under this option are not entitled to Life Care benefits until the entrance fee has been 
paid in full. Residents must follow home sale guidelines as established by the Borrower. 
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OTHER INFORMATION 
Employees  

As of October 1, 2017, FSO had 399 full-time equivalent employees assigned to the 
Borrower pursuant to the terms of the Management Agreement. The Borrower has been 
proactive in sustaining an environment where employees enjoy being at work. The number one 
comment received routinely in satisfaction surveys is the fulfillment employees receive in being 
with the Residents. A sustaining strategy has identified that fulfillment and attainment of 
business goals are directly dependent upon employees’ abilities and efforts. As such, the 
organization has committed to ongoing training and development to attract and retain the most 
qualified individuals. Full-time employees are provided with a comprehensive paid benefit 
package which includes a defined contribution pension plan, group medical, general paid time 
off package and dental coverage. 

No employee of FSO is represented by a labor union.  No union activity or attempts to 
organize are being conducted at the present time.  Management believes that relations with its 
employees are good. 

Retirement Plan 
 

FSO has a 401(k) Retirement Savings Plan for its employees, including those leased to 
the Borrower. This plan allows employees who have worked for FSO for at least 60 days, who 
are age 21 or over, and have worked more than 1,000 hours in a plan year to defer a certain 
percentage of their income on a pre-tax basis into various investment accounts.  After one year of 
service, FSO matches $0.50 for every $1.00 the employee contributes to their 401(k) account up 
to a maximum of 6% of wages. The amount FSO matches may change from time-to-time. 

 
Accreditations and Memberships 
 
 The Borrower is a member of Leading Age and Leading Age Illinois. The Community 
has been accredited by CARF/CCAC, formerly the Continuing Care Accreditation Commission 
since 1987. 
 
Insurance 
 

FSO and the Borrower are each named insureds on certain insurance policies.  
Management of FSO believes such insurance policies to be reasonable and customary in the 
senior housing industry, including but not limited to professional liability, general liability, 
employee benefits liability, automobile, directors and officers, worker’s comp, and cyber 
security.  The Borrower maintains insurance at certain levels as set forth in the Master Indenture.  
See the summary of the Master Indenture included in Appendix C to this Official Statement. 
 
Litigation 
 

There is currently no action, suit, proceeding or investigation at law or in equity, before 
or by any court, governmental agency or public board or body pending or, to the Borrower’s 
knowledge, threatened, that would affect the validity of the Bond Indenture, the Loan 



 
A-35 

Agreement, the Master Indenture, the Mortgage, the Series 2017 Bonds, the Supplemental 
Indenture, or the Series 2017 Obligation (or any other related documents) or contesting the 
corporate existence or powers of FSO or the Borrower.  As of the date hereof, no material 
litigation is pending or, to the knowledge of FSO or the Borrower, threatened against FSO or the 
Borrower except as otherwise described in this Official Statement. 
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See accompanying Notes to Financial Statements. 
�/��

�
,-�. ,-�/

���	
	�������������������3������ �/��--��:/�<����� �;�:.+�--:�<�����
@���0�	���C�
������?������������������� ��,=>�;>+�������� ���;:/��;/��������


������	���������	
	� �;�=�;�.;+�������� �/�;/:��>>��������

@���������B������������D��	 �/.�;--�-�,������ �/-�:+-�=>.������

�������	
	��2������������ �.,�,�;�.>>�<�� �/.�;--�-�,�<��
�

�



�������	
������	����������������������
�	
�����	�
��
�������	�����	���	����������
��������

�������������
�������"��
��������������
��������������������

�
�
�

See accompanying Notes to Financial Statements. 
�.��

�
,-�. ,-�/


�������"������������	����
�	�	�	��
���������@�������� �;�=�;�.;+�<����� �/�;/:��>>�<�����
1
8&�����������������������������@������������@��������
��A	��
�
��0��
�� (�3#�	�����1������!
��#	���������
�1��	�C������������		�
�*�	9���������� =��/-�+�+�������� .�::,�/.>��������
1��	�C�����������
�����&�� >,�;-�������������� >+�+�=�������������
1��	�C������������		�
�"���������	��� :;�.>;������������� :/�+-=�������������
1��	�C�����������	�����"��� �;�++>�=:��������� �;�>>-�:/-��������
A	��������	���
��� �� �::�>>������������ +/��->+�����������
'	��B�������@���������� ����	���1������ ,�---�---�������� B�����������������������
@���0�	���C�
��������?�������������������� ���,=>�;>+�������� ��;:/��;/��������
����������1��������
�?� ����!
����		�
������&��"	���@��	��&�
� ������	�����"��� ,�.;.�.>-�������� +�+>:�;:-��������
���
����1���&���������� �� �+.+�,�:����������� .;>�-;/�����������
�������	����A	�#�
��4#���������
�3���	������� ��� +;�:=�������������� ��,-�,-������������
�&��"	���1������� ���->>�,;+�������� �>,�/+>�������������
1���&����A�(� �� ��>-+�;.��������� �..-�:>/�����������
1��	&�
��4#����� >-��-������������� �,�+-.�.-=��������
���	�����"�����#���� ,/��=-������������ +>+�.�;�����������
@��������A	��
�
� (�3#�	�����1������ +�/:��;=;�������� �=/��+>�����������


�������"������	�����	����
�	�	�	��
@������������1������'�����0�����?���
��	�����	���
 ,�-�;;;����������� �.+�:>/�������������
@���A&	����������?���B5�	������������� �=-,�/+>����������� ���;+/�;=;��������
1�6&��������?��
���&�
�������
��6&#������@�� �>�;�-�>+:�������� �>��,-�,=���������

@��������0��
� (����������1������ �/�--,�.+-�������� �/�/+-�.,���������


�������"�������	���
	����
�	�	�	��
A�(��������?���B5�	���� � ���.+-�---�������� ���/;-�---��������
A	����
���	������&�
� ������	�����"��� �>�>�,�=,+������ �/�;==�:=,������
���&�
��A�
�������	�����"��� ��-��>,�.-;������ ��-�>/=�=/.������

@��������A	��
�
� (�"�������1������ +�/+-���:�������� ;�,=-���>��������

����	�
������4��
�����5�	��
��������
�����6�	������� ��+�=�=.+������ �,��/;�;.��������

�������
�������6&��������B������������D��	 ;�/=>�-/.�������� /�=;:�>+=��������


��������
�����6�	��������2������������ /�--+�:;-<����� ;�/=>�-/.<�����

��������������	�
����������
�������"�	������	��
�����A�
���	�����	��� /�+-=�+,.<����� /�;-.��.-<�����

�
�



�������	
������	����������������������
�	
�����	�
��
�������	�����	���	����������
��������

����������	���
	�������������
��
��������������������

�
�
�

�=��

�
������� ������	������������������	��	�	
�����

����	������	
	���

�,(7'$�&1��%$',(+&)0�
����������� ���	������ ������ ��� �	����	� �������� ����� �
 �!� "	��
��#� $������ ���
%���&� &	��� �%���&� &	��� #	��
��� ��&����� ������� ��	��� ��
� ����	� 	�����
� ��	����� ���
	��
����� ��	�&��� ���� �#�	����� ��� �� 	��	������ �����(� ��������� >:>� �#�	������� ��	�
	��
����� ��#� ��� ������������ ��� �
�#��
���� �����(���� ,=� ��	
��� ������� =�� ������
�
����� &����� ,>�����	(� �&##�	�� &���� �� ��� ������
� ����� �������� ��
� �� ,;=�  �
� �9���
�
���������	�������(���%���&� &	�����������
�
%���&� &	�7��	�����
���	#�	����#�	������
��#�	������	���C����������������� ������	������
���&
�
� �� ������ �������� ����������� ���&
�!� "	��
��#� %���	� 3#������ @"A� �"%3���
"	��
��#� $������ ��� *��� �	��9�� @"A� �
 �!� �	���"��
�� ��� ��������� "	��
��#� %���	�
%�	���� "�&�
������ @"A� ��
� "	��
��#� $������ @��� �	���
� %�	����� @"A�
�@��� �	���
�%�	�������"%3��������������� �	����%���&� &	����
�
�+),)-+,.��(,($/$)(��'$0$)(,(+&)�
����	 &�����	�����
��	��	���	
�
���������	�������&�	���	���
�����#�	�	�(�	���	���
���	�
#�	�������(� 	���	���
� �&##�	��� 
�#��
��� ��� ���� �4������� �	� ���&	�� ��� ��(� 
���	�
	���	�������1���	
���(����������������%���&� &	����
������������	����	���������
���
�
	�#�	��
���������)�!�
�

Unrestricted Net Assets� B� 5����� 	���&	���� ���	� )���� ����  ��	
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�
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	��#������(��
�
�,+'��,.7$�&1��+),)-+,.�	)0('7/$)(0�
"�	����&������&	�������##���� ��� 	�#�	��
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��������&	����	�
���&����������)�!��
�

Level 1� E� ��#&��� ����� &��C�� 6&���
� #	���� �&��
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5�������&�����#���(�����)��������� ���� 		����� ����#������������� ��	����&����	� ���� �����
��
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�
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�
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�����
	�6&	��� ��� ����(� ��� 	�����C�� 	����&�� ��� 
�#��� ���� �	�����	� ��� ���
�� �	� ��	����� ���
�&�����	�� �� ��� ���&��� ����� 	�������� ���� ����
�	����� ��� )���� ��� ����(� �4#����� ���  ��
������
� �� �4������� ��	� ������ ���
�� �	� ��	������ 5��� �&
����� ����� 	�6&	��� �4#��
�
�

�����&	���	�����������������&	������&������������
�&���	����(����	����&����
���������)��
�	���� �	�������	�����)����&�����	���1

������(��6&����������
�6&���������
�����&	���
�	��	�6&	�
�	���	
����&�����	�����	���������������8&
���������
�����������8&
��������
��
��������	�����C�
��	����������������� �����	��&�����������	�����5����&
�����)��������(�
 �� �##��
� 	��	��#������(� &���� ���� ��� �)�� �����
��� 5��� ����
�	
� )���  �� ��������� ��	�
%���&� &	�� ��	� ���&��� 	�#�	���� #�	�
��  ������� ����	� ����� �	� �>�� ,-�.�� ��	�(�
�
�#���� ��#�	����
� ���������	����&���	�#�	����#�	�
�� �����������	������ �	��>��
,-�/��*���������� ������&����������#���������������
�
�	����&��	����������&
�����
���%���&� &	�7����������������������
�
��� "� 	&�	(� ,-�/�� ���� "1%�� ��&�
� ����
�
� �&
����� ��	� ���� �	�������� ��� �������� 5���
�&
����� 	�6&	��� �������� ��� 	�����C�� �� 	���B��B&��� ������ ��
� �� ��		��#��
��� ������
�� ��(� ��	� ���� �#�	����� ��
� ������� ������� )��� ������ ��	��� �	����	� ����� ���� (��	�� 5���
�&
����������	�6&	��� ����6&����������
�6&���������
�����&	���	���	
����������&	�����
���� ����(7�� ������� ��������� 5��� �&
����� )��� �����(�  �� �##��
� &���� �� ��
��
�
	��	��#������ �##	������ 5��� ����
������ �� ���� �&
����� �	�� ��������� ��	� ������ (��	��
 �����������	������ �	��>��,-�=����	�(��
�#������#�	����
��*����������������&�����
�����#���������������
�
��������&
��������%���&� &	�7����������������������
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� ��������&������&
����� ��
"1%��1���&�����%���
�	
��0#
���� �1%0��@��� ,-�>B-+�� Interest – Imputation of Interest 
(Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs�� 1%0� ,-�>B-+�
	�6&	����	���C������ ���#	������
� �� ��&����������������
	����
�
&����� �	��� ���� �����
���&����������	�����
� �		�)��������	�C��
� ����&�����������&��������������������	����
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� ���	� ���� ���� ��� ���� 
� ��� ��
� 	���	
� ���� ���	�C����� ��� �� ���#������ ��� ���	����
�4#������ 5��� 1%0� �� 	��	��#������(� �##��
�� 5��� ������� ��� �
�#���� ���� ��)� ����
�	
�
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�#����������)�����
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��	����
�
�#	���������
����	�C������4#�����
 (�<:/�+-=���
���	����
����	�����4#����� (�<:/�+-=���	�����(��	���
�
�*�	���+���,-�/��
5����
�#������� ������)�����
�	
���
��������������#	���&��(� 	�#�	��
� ������������������	�
�����������������������#	���&��(�	�#�	��
���
�
�$-.,00+1+-,(+&)0�
��	����	������������������� ������
�����#	����������#	�	�(��	7������������������������
�� �������#�	� ��� ��� �����&		����(��	7�� ��������������������5����� 	����������������
�
�������������������������������	�������������������������#	���&��(�	�#�	��
��
�
�7<0$>7$)(��:$)(0�
���#	�#�	�����������������������������%���&� &	����������&���
����������
��	����������
��	� #�������� 	��������� �	� 
�����&	�� ��	�&��� 1&�&��� ,,�� ,-�.�� ���� 
���� ���� ��������
�����������)�	������� �����	���&������
�
�

������� 	����������

%���&� &	�� 	�#�	��� ����������� �� �6&�(� ���&	����)��� 	��
�(� 
���	��� ��� ��	� ���&���
��
���	�����������������
� �����&	���������	����&����
�
1��&���	(�����������#���������%���&� &	�7������������#�	���������*�	���+�������)�!�
�

,-�. ,-�/
�������
�������6&������� ::=�/+><��������� /:>�=>-<���������
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0�%��5	���&	(�%��&	��� ;�,,=�,:+�������� +�+:���>,��������
*�	��������
�1����B ��9�
�%��&	��� =>�������������������� ,�>>>���������������
�6&�(�%��&	��� ��>;:�+>=�������� ��+>=��++��������
*&�&���"&�
� �,�/;>�=/:������ ����.:�;;.������
�������������?���
�A�	���	��#�� ,-��+:������������ �>:�+-������������

5���� +��=.:�>//<���� +-�--��:,,<���� �
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SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 
AND THE MORTGAGE 

Brief descriptions of the Master Indenture, as amended and supplemented by the Third Supplemental 
Master Indenture, and the Mortgage are included hereafter in this Official Statement.  Such descriptions do not 
purport to be comprehensive or definitive.  All references herein to the Master Indenture, the Third Supplemental 
Master Indenture and the Mortgage are qualified in their entirety by reference to each such document, copies of 
which are available for review prior to the issuance and delivery of the Series 2017 Bonds at the offices of BB&T 
Capital Markets and thereafter at the offices of the Series 2017 Bond Trustee. 

DEFINITIONS OF CERTAIN TERMS 

The following are definitions of certain terms used in the Master Indenture, the Mortgage and this Official 
Statement. 

“Accelerable Instrument” means any Obligation or any mortgage, indenture, loan agreement or other 
instrument under which there has been issued or incurred, or by which there is secured, any Indebtedness evidenced 
by an Obligation, which Obligation or instrument provides that, upon the occurrence of an event of default under 
such Obligation or instrument, the holder thereof may request that the Master Trustee declare such Obligation or 
Indebtedness due and payable prior to the date on which it would otherwise become due and payable. 

“Act” means the Illinois Finance Authority Act of the State of Illinois, as from time to time amended. 

“Additional Indebtedness” means Indebtedness incurred by any Member subsequent to the issuance of the 
Series 2005 Obligations. 

“Additional Obligations” means any evidence of Indebtedness or evidence of any repayment obligation 
under any Interest Rate Agreement authorized to be issued by a Member pursuant to the Master Indenture which has 
been authenticated by the Master Trustee pursuant to the Master Indenture. 

“Affiliate” means a corporation, partnership, joint venture, association, business trust or similar entity 
(a) which controls, is controlled by or is under common control with, directly or indirectly, a Member; or (b) a 
majority of the members of the Directing Body of which are members of the Directing Body of a Member.  For the 
purposes of this definition, control means with respect to: (a) a corporation having stock, the ownership, directly or 
indirectly, of more than 50% of the securities (as defined in Section 2(1) of the Securities Act of 1933, as 
amended) of any class or classes, the holders of which are ordinarily, in the absence of contingencies, entitled to 
elect a majority of the directors of such corporation; (b) a not for profit corporation not having stock, having the 
power to elect or appoint, directly or indirectly, a majority of the members of the Directing Body of such 
corporation; or (c) any other entity, the power to direct the management of such entity through the ownership of at 
least a majority of its voting securities or the right to designate or elect at least a majority of the members of its 
Directing Body, by contract or otherwise.  For the purposes of this definition, “Directing Body” means with respect 
to: (a) a corporation having stock, such corporation’s board of directors and the owners, directly or indirectly, of 
more than 50% of the securities (as defined in Section 2(1) of the Securities Act of 1933, as amended) of any class 
or classes, the holders of which are ordinarily, in the absence of contingencies, entitled to elect a majority of the 
corporation’s directors (both of which groups shall be considered a Directing Body); (b) a not for profit corporation 
not having stock, such corporation’s members if the members have complete discretion to elect the corporation’s 
directors, or the corporation’s directors if the corporation’s members do not have such discretion; and (c) any other 
entity, its governing board or body.  For the purposes of this definition, all references to directors and members shall 
be deemed to include all entities performing the function of directors or members however denominated. 

“Authority” means the Illinois Finance Authority, a body politic and corporate created and existing under 
and by virtue of the Act, and its successors and assigns. 
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“Balloon Indebtedness” means Long-Term Indebtedness, 25% or more of the original principal amount of 
which matures during any consecutive 12-month period, if such maturing principal amount is not required to be 
amortized below such percentage by mandatory redemption or prepayment prior to such 12-month period.  Balloon 
Indebtedness does not include Indebtedness which otherwise would be classified under the Master Indenture as Put 
Indebtedness. 

“Bondholder,” “holder” or “owner of the Bonds” means the registered owner of any Related Bond. 

“Book Value,” when used with respect to Property of a Member, means the value of such Property, net of 
accumulated depreciation and amortization, as reflected in the most recent audited financial statements of such 
Member which have been prepared in accordance with generally accepted accounting principles, and when used 
with respect to Property of all Members, means the aggregate of the values of such Property, net of accumulated 
depreciation and amortization, as reflected in the most recent audited combined financial statements of the Obligated 
Group prepared in accordance with generally accepted accounting principles, provided that such aggregate shall be 
calculated in such a manner that no portion of the value of any Property of any Member is included more than once. 

“Capitalized Lease” means any lease of real or personal property which, in accordance with generally 
accepted accounting principles, is required to be capitalized on the balance sheet of the lessee. 

“Capitalized Rentals” means, as of the date of determination, the amount at which the aggregate Net 
Rentals due and to become due under a Capitalized Lease under which a Person is a lessee would be reflected as a 
liability on a balance sheet of such Person. 

“Cash and Investments” means the sum of cash, cash equivalents, marketable securities, including without 
limitation board-designated assets, but excluding (a) trustee-held funds (except trustee-held funds available to pay 
non-debt operating expenses of the Obligated Group), (b) donor-restricted funds and (c) any funds pledged or 
otherwise subject to a security interest for debt other than the Obligations, as shown on the most recent audited or 
unaudited financial statements of the Obligated Group.  For purposes of calculations under the Master Indenture, an 
Unrestricted Contribution from an Affiliate shall be treated as being made during the period of such calculation so 
long as the Unrestricted Contribution is made prior to the date the applicable certificate is required to be delivered 
with respect to such calculation. 

“Code” means the Internal Revenue Code of 1986, as amended from time to time.  Each reference to a 
Section of the Code shall be deemed to include the United States Treasury Regulations, including temporary and 
proposed regulations relating to such section. 

“Commitment Indebtedness” means the obligation of any Member to repay amounts disbursed pursuant to 
a commitment from a financial institution to refinance or purchase when due, when tendered or when required to be 
purchased (a) other Indebtedness of such Member, or (b) Indebtedness of a Person who is not a Member, which 
Indebtedness is guaranteed by a Guaranty of such Member or secured by or payable from amounts paid on 
Indebtedness of such Member, in either case which Indebtedness or Guaranty of such Member was incurred in 
accordance with the provisions of the Master Indenture summarized under the caption “SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER INDENTURE — PERMITTED ADDITIONAL INDEBTEDNESS,” and the obligation of any 
Member to pay interest payable on amounts disbursed for such purposes, plus any fees, costs or expenses payable to 
such financial institution for, under or in connection with such commitment, in the event of disbursement pursuant to 
such commitment or in connection with enforcement thereof, including without limitation any penalties payable in 
the event of such enforcement. 

“Completion Funded Indebtedness” means any Funded Indebtedness for borrowed money: (a) incurred for 
the purpose of financing the completion of the acquisition, construction, remodeling, renovation or equipping of 
Facilities with respect to which Funded Indebtedness for borrowed money has been incurred in accordance with the 
provisions of the Master Indenture; and (b) with a principal amount not in excess of the amount which is required to 
provide a completed and equipped Facility of substantially the same type and scope contemplated at the time such 
prior Funded Indebtedness was originally incurred, to provide for Funded Interest during the period of construction, 
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to provide any reserve fund relating to such Completion Funded Indebtedness and to pay the costs and expenses of 
issuing such Completion Funded Indebtedness. 

“Construction Index” means the most recent issue of the “Dodge Construction Index for U.S. and 
Canadian Cities” with reference to the city in which the subject property is located (or, if such Index is not available 
for such city, with reference to the city located closest geographically to the city in which the subject property is 
located), or, if such Index is no longer published or used by the federal government in measuring costs under 
Medicare or Medicaid programs, such other index which is certified to be comparable and appropriate by the 
Obligated Group Representative in an Officer’s Certificate delivered to the Master Trustee and which other index is 
acceptable to the Master Trustee. 

“Consultant” means a professional consulting, accounting, investment banking or commercial banking 
firm selected by the Obligated Group Representative and acceptable to the Master Trustee, having the skill and 
experience necessary to render the particular report required and having a favorable reputation for such skill and 
experience, which firm is not a Member of the Obligated Group, does not control any Member of the Obligated 
Group or any Affiliate thereof and is not controlled by or under common control with any Member of the Obligated 
Group or an Affiliate thereof. 

“Contributions” means the aggregate amount of all contributions, grants, gifts, bequests and devises 
actually received in cash or marketable securities by any Person in the applicable fiscal year of such Person and any 
such contributions, grants, gifts, bequests and devises originally received in a form other than cash or marketable 
securities by any Person which are converted in such fiscal year to cash or marketable securities.  Contributions shall 
include payments received from any Affiliate of an Obligated Group Member. 

“Corporation” means Evangelical Retirement Homes of Greater Chicago, Incorporated, doing business as 
Friendship Village of Schaumburg, an Illinois not for profit corporation, and its successors and assigns and any 
surviving, resulting or transferee corporation. 

“Cross-over Date” means, with respect to Cross-over Refunding Indebtedness, the date on which the 
principal portion of the Cross-over Refunded Indebtedness is paid or redeemed, or on which it is anticipated that 
such principal portion will be paid or redeemed, from the proceeds of such Cross-over Refunding Indebtedness. 

“Cross-over Refunded Indebtedness” means Indebtedness of a Person refunded by Cross-over Refunding 
Indebtedness. 

“Cross-over Refunding Indebtedness” means Indebtedness of a Person issued for the purpose of refunding 
other Indebtedness of such Person if the proceeds of such Cross-over Refunding Indebtedness are irrevocably 
deposited in escrow to secure the payment on the applicable Cross-over Date of the Cross-over Refunded 
Indebtedness and earnings on such escrow deposit are required to be applied to pay interest or principal on either or 
both of such Cross-over Refunding Indebtedness or such Cross-over Refunded Indebtedness until the Cross-over 
Date. 

“Current Value” means (i) with respect to Property, Plant and Equipment: (a) the aggregate fair market 
value of such Property, Plant and Equipment as reflected in the most recent written report of an appraiser selected by 
the Obligated Group Representative and acceptable to the Master Trustee and, in the case of real property, who is a 
member of the American Institute of Real Estate Appraisers (MAI), delivered to the Master Trustee (which report 
shall be dated not more than three years prior to the date as of which Current Value is to be calculated) increased or 
decreased by a percentage equal to the aggregate percentage increase or decrease in the Construction Index from the 
date of such report to the date as of which Current Value is to be calculated, minus the fair market value (as reflected 
in such most recent appraiser’s report) of any Property, Plant and Equipment included in such report but disposed of 
since the last such report increased or decreased by a percentage equal to the aggregate percentage increase or 
decrease in the Construction Index from the date of such report to the date as of which Current Value is to be 
calculated; plus (b) the Book Value of any Property, Plant and Equipment acquired since the last such report 
increased or decreased by a percentage equal to the aggregate percentage increase or decrease in the Construction 
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Index from the date of such acquisition to the date as of which Current Value is to be calculated, minus (c) the Book 
Value of any such Property, Plant and Equipment acquired since the last such report but disposed of; and (ii) with 
respect to any other Property, the fair market value of such Property, which fair market value shall be evidenced in a 
manner satisfactory to the Master Trustee. 

“Days Cash on Hand” means, as of the date of calculation, the amount determined by dividing (a) the 
amount of Cash and Investments on such date by (b) the quotient obtained by dividing Expenses (including interest 
on Indebtedness but excluding provisions for bad debt, amortization, depreciation or any other non-cash expenses) 
as shown on the most recent annual audited financial statements of the Obligated Group, by 365. 

“Debt Service Requirements” means, with respect to the period of time for which calculated, the aggregate 
of the payments required to be made during such period in respect of principal (whether at maturity, as a result of 
mandatory sinking fund redemption, mandatory prepayment or otherwise) and interest on outstanding Funded 
Indebtedness of each Person or a group of Persons with respect to which calculated; provided that: (a) the amount of 
such payments for a future period shall be calculated in accordance with the assumptions contained in the provisions 
of the Master Indenture summarized under the captions “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE — PERMITTED ADDITIONAL INDEBTEDNESS” and “—CALCULATION OF DEBT SERVICE AND DEBT 
SERVICE COVERAGE”; (b) interest shall be excluded from the determination of the Debt Service Requirements to the 
extent that Funded Interest is available to pay such interest; (c) principal of Indebtedness shall be excluded from the 
determination of Debt Service Requirements to the extent that amounts are on deposit in an irrevocable escrow and 
such amounts (including, where appropriate, the earnings or other increment to accrue thereon) are required to be 
applied to pay such principal and such amounts so required to be applied are sufficient to pay such principal; 
(d) principal of Indebtedness shall be excluded from the determination of Debt Service Requirements to the extent 
moneys were initially deposited and are on deposit as of the date of calculation in a debt service reserve fund which 
requires that moneys on deposit in the debt service reserve fund be used to pay a principal payment in the final year 
of such Indebtedness, and except for the payment to be received from such debt service reserve fund, the 
Indebtedness would have had approximately level debt service; and (e) with respect to any Funded Indebtedness for 
which the number of actual payments of principal in any Fiscal Year is greater than those in the immediately 
preceding and/or succeeding Fiscal Years solely by reason of the fact that such principal payments are scheduled to 
occur other than on a specified date or dates, the first or last principal payment in such Fiscal Year, as the case may 
be, for which the number of payments is higher shall be deemed to be required to be made in the next preceding or 
succeeding Fiscal Year, as appropriate, so as to have an equal number of principal payments in each Fiscal Year. 

“Defaulted Interest” means interest on any Related Bond of a particular series which is payable but not 
duly paid on the date due. 

“EMMA” means the Electronic Municipal Market Access system as described in the Securities Exchange 
Act of 1934, as amended by Release No. 59062, and maintained by the Municipal Securities Rulemaking Board for 
purposes of Rule 15c2-12, or any similar system that is acceptable to the Securities and Exchange Commission. 

“Encumbered” means, with respect to Property, subject to a Lien described in the following subsections of 
the definition of Permitted Encumbrances: (b) other than a Lien securing Non-Recourse Indebtedness, (d) but 
including only Capitalized Leases, (l)(ii), (s) and (u)(ii), and all other Liens not described in the definition of 
Permitted Encumbrances; provided that any amounts on deposit in a construction fund created in connection with 
the issuance of an Obligation which are held as security for the payment of such Obligation or any Indebtedness 
incurred to purchase such Obligation or the proceeds of which are advanced or otherwise made available in 
connection with the issuance of such Obligation, shall not be deemed to be Encumbered if the amounts are to be 
applied to construct or otherwise acquire Property which is not subject to a Lien. 

“Entrance Fees” means fees, other than security deposits, monthly rentals or monthly service charges, paid 
to a Member by residents of living units for the purpose of obtaining the right to reside in those living units 
including any refundable resident deposits described in any lease or similar residency agreements with respect to 
those living units, but shall not include any such amounts held in escrow or otherwise set aside pursuant to the 
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requirements of any such agreement prior to the occupancy of the living unit covered by such agreement (which 
amounts shall be included if and when occupancy occurs). 

“Escrow Obligations” means, (a) with respect to any Obligation which secures a series of Related Bonds, 
the obligations permitted to be used to refund or advance refund such series of Related Bonds under the Related 
Bond Indenture, or (b) in all other cases (i) Government Obligations, (ii) obligations of any agency or 
instrumentality of the United States Government, (iii) certificates of deposit issued by a bank or trust company 
which are (A) fully insured by the Federal Deposit Insurance Corporation, Federal Savings and Loan Insurance 
Corporation or similar corporation chartered by the United States or (B) secured by a pledge of any United States 
Government Obligations having an aggregate market value, exclusive of accrued interest, equal at least to the 
principal amount of the certificates so secured, which security is held in a custody account by a custodian 
satisfactory to the Master Trustee, (iv) obligations issued by any state of the United States or any political 
subdivision, public instrumentality or public authority of any state, which obligations are not callable before the date 
the principal thereof will be required and which obligations are fully secured by and payable solely from 
Government Obligations, which securities are held pursuant to an agreement in form and substance acceptable to the 
Master Trustee, or (v) shares or certificates in any short-term investment fund which is maintained by the Master 
Trustee or a Related Bond Trustee. 

“Excluded Property” means (a) any assets of “employee pension benefit plans” as defined in the Employee 
Retirement Income Security Act of 1974, as amended, (b) any moneys and securities held as an entrance fee deposit 
or security deposit, or in a resident trust fund, for any resident of any Facility of a Member prior to such resident’s 
occupancy of any Facility, and (c) the real estate described as excluded in the Master Indenture, as amended as 
provided in the Master Indenture from time to time, and all improvements, fixtures, tangible personal property and 
equipment located thereon and used in connection therewith. 

“Expenses” means, for any period, the aggregate of all expenses calculated under generally accepted 
accounting principles, including without limitation any taxes, incurred by the Person or group of Persons involved 
during such period, minus (a) interest on Funded Indebtedness, (b) depreciation and amortization, (c) extraordinary 
expenses, losses on the sale of assets other than in the ordinary course of business and losses on the extinguishment 
of debt or termination of pension plans, (d) any expenses resulting from a forgiveness of or the establishment of 
reserves against Indebtedness of an Affiliate which does not constitute an extraordinary expense, (e) losses resulting 
from any reappraisal, revaluation or write-down of assets other than bad debts, (f) any losses resulting from changes 
in the valuation of investment securities and unrealized changes in the value of derivative instruments or resulting 
from the temporary impairment of investment securities, (g) any other non-cash expenses and (h) any development, 
marketing, operating or other subordinated fees that have been deferred from the year in which they were originally 
due as a result of subordination (provided that such fees shall be treated as an Expense during the period in which 
such fees are paid).  If such calculation is being made with respect to the Obligated Group, any such expenses 
attributable to transactions between any Member and any other Member shall be excluded. 

“Extendable Indebtedness” means Indebtedness which is repayable or subject to purchase at the option of 
the holder thereof prior to its stated maturity, but only to the extent of money available for the repayment or 
purchase therefor and not more frequently than once every year. 

“Facilities” means all land, leasehold interests and buildings and all fixtures and equipment (as defined in 
the Uniform Commercial Code or equivalent statute in effect in the state where such fixtures or equipment are 
located) of a Person.  Facilities shall not include the land, leasehold interests, buildings, fixtures or equipment 
constituting Excluded Property. 

“Fiscal Year” means any 12-month period beginning on April 1 in any calendar year and ending on 
March 31 of the next calendar year, or such other consecutive 12-month period selected by the Obligated Group 
Representative as the fiscal year for Members. 

“Fitch” means Fitch Inc., a corporation organized and existing under the laws of the State of New York, its 
successors and assigns, and if such corporation shall be dissolved or liquidated or shall no longer perform the 
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functions of a securities rating agency, “Fitch” shall be deemed to refer to any other nationally recognized securities 
rating agency designated by the Master Trustee at the written direction of the Obligated Group Representative. 

 “Funded Indebtedness” means, with respect to any Person, (a) all Indebtedness of such Person for money 
borrowed, credit extended, incurred or assumed which is not Short-Term; (b) all Short-Term Indebtedness incurred 
by the Person which is of the type described in subsection (D) of the provisions of the Master Indenture summarized 
under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — PERMITTED ADDITIONAL 
INDEBTEDNESS”; (c) the Person’s Guaranties of Indebtedness which are not Short-Term; and (d) Capitalized Rentals 
under Capitalized Leases entered into by the Person; provided, however, that Indebtedness that could be described 
by more than one of the foregoing categories shall not in any case be considered more than once for the purpose of 
any calculation made pursuant to the Master Indenture. 

“Funded Interest” means amounts deposited in an escrow or other trust account to pay interest on Funded 
Indebtedness or Related Bonds and interest earned on amounts deposited in an escrow or other trust account, to the 
extent such amounts so deposited are required to be applied to pay interest on Funded Indebtedness or Related 
Bonds. 

“Governing Body” means, with respect to a Member, the board of directors, the board of trustees or similar 
group in which the right to exercise the powers of corporate directors or trustees is vested. 

“Government Obligations” means securities which consist of (i) United States Government Obligations or 
(ii) evidences of a direct ownership in future interest or principal payments on United States Government 
Obligations, which obligations are held in a custody account by a bank or trust company organized and existing 
under the laws of the United States of America or any state thereof in the capacity of custodian satisfactory to the 
Master Trustee, pursuant to the terms of a custody agreement. 

“Gross Revenues” means all receipts, revenues, rentals, income, Entrance Fees, insurance proceeds 
(including, without limitation, all Medicaid, Medicare and other third-party payments), condemnation awards and 
other moneys received by or on behalf of any Obligated Group Member, including (without limitation) revenues 
derived from (a) the ownership, operation or leasing of any portion of the Facilities (including, without limitation, 
fees payable by or on behalf of residents of the Facilities) and all rights to receive the same (other than the right to 
receive Medicaid and Medicare payments), whether in the form of accounts, general intangibles or other rights, and 
the proceeds of such accounts, general intangibles and other rights, whether now existing or hereafter coming into 
existence or whether now owned or held or hereafter acquired, and (b) gifts, grants, bequests, donations and 
contributions heretofore or hereafter made that are legally available to meet any of the obligations of the Obligated 
Group Member incurred in the financing, operation, maintenance or repair of any portion of the Facilities; provided, 
however, that there shall be excluded from Gross Revenues (i) any amounts received by an Obligated Group 
Member as a billing agent for another entity, except for fees received for serving as billing agent, (ii) gifts, grants, 
bequests, donations and contributions to an Obligated Group Member heretofore or hereafter made, and the income 
and gains derived therefrom, which are specifically restricted by the donor or grantor to a particular purpose which 
is inconsistent with their use for payments required under the Master Indenture, (iii) any moneys received by any 
Obligated Group Member from prospective residents or commercial tenants in order to pay for customized 
improvements to those Independent Living Units or other areas of the Facilities to be occupied or leased to such 
residents or tenants, (iv) payments or deposits under a Residency Agreement that by its terms or applicable law are 
required to be held in escrow or trust for the benefit of a resident until the conditions for the release of such payment 
or deposit have been satisfied, and (v) all deposits and/or advance payments made in connection with any leases of 
the Independent Living Units or other areas of the Facilities to be leased to residents or tenants and received prior to 
receipt of such certificate and licenses for occupancy of such units. 

“Guaranty” means all obligations of a Person guaranteeing, or in effect guaranteeing, any Indebtedness, 
dividend or other obligation of any Primary Obligor in any manner, whether directly or indirectly, including but not 
limited to obligations incurred through an agreement, contingent or otherwise, by such Person: (a) to purchase such 
Indebtedness or obligation or any Property constituting security therefor; (b) to advance or supply funds: (i) for the 
purchase or payment of such Indebtedness or obligation, or (ii) to maintain working capital or other balance sheet 
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condition; (c) to purchase securities or other Property or services primarily for the purpose of assuring the owner of 
such Indebtedness or obligation of the ability of the Primary Obligor to make payment of the Indebtedness or 
obligation; or (d) otherwise to assure the owner of such Indebtedness or obligation against loss in respect thereof. 

“Historical Debt Service Coverage Ratio” means, for any period of time, the ratio consisting of a 
numerator equal to the amount determined by dividing Income Available for Debt Service for that period by the 
Debt Service Requirements for such period; provided, however, that in calculating the Debt Service Requirements 
for such period and a denominator of one, the principal amount of any Indebtedness included in such calculation 
which is paid during such period shall be excluded to the extent such principal amount is paid from the proceeds of 
other Indebtedness incurred in accordance with the provisions of the Master Indenture. 

“Historical Pro Forma Debt Service Coverage Ratio” means, for any period of time, the ratio consisting of 
a numerator equal to the amount determined by dividing Income Available for Debt Service for that period by the 
Maximum Annual Debt Service Requirement for the Funded Indebtedness then outstanding (other than any Funded 
Indebtedness being refunded with the Funded Indebtedness then proposed to be issued) and the Funded Indebtedness 
then proposed to be issued and a denominator of one. 

“Income Available for Debt Service” means for any period, the excess of Revenues over Expenses of the 
Person or group of Persons involved. 

“Indebtedness” means, for any Person, (a) all Guaranties by such Person, (b) all liabilities (exclusive of 
reserves such as those established for deferred taxes or litigation) recorded or required to be recorded as such on the 
audited financial statements of such Person in accordance with generally accepted accounting principles, and (c) all 
obligations for the payment of money incurred or assumed by such Person (i) due and payable in all events or (ii) if 
incurred or assumed primarily to assure the repayment of money borrowed or credit extended, due and payable upon 
the occurrence of a condition precedent or upon the performance of work, possession of Property as lessee, 
rendering of services by others or otherwise; provided that Indebtedness shall not include Indebtedness of one 
Member to another Member, any Guaranty by any Member of Indebtedness of any other Member, the joint and 
several liability of any Member on Indebtedness issued by another Member, Interest Rate Agreements or any 
obligation to repay moneys deposited by patients or others with a Member as security for or as prepayment of the 
cost of patient care or any rights of residents of life care, elderly housing or similar facilities to entrance fees, 
endowment or similar funds deposited by or on behalf of such residents. 

“Independent Counsel” means an attorney duly admitted to practice law before the highest court of any 
state and, without limitation, may include independent legal counsel for any Related Issuer, any Member of the 
Obligated Group, the Bond Trustee, the Master Trustee, or any Related Bond Trustee. 

“Independent Living Units” means the independent living units of the Obligated Group. 

“Initial Entrance Fees” means Entrance Fees received upon the initial occupancy of any independent 
living unit (including the Independent Living Units) not previously occupied. 

 “Insurance Consultant” means a person or firm who in the case of an individual is not an employee or 
officer of any Member or any Related Issuer and which, in the case of a firm, does not control any Member of the 
Obligated Group or any Affiliate thereof and is not controlled by or under common control with any Member of the 
Obligated Group or an Affiliate thereof, appointed by the Obligated Group Representative and satisfactory to the 
Master Trustee, qualified to survey risks and to recommend insurance coverage for nursing homes or health care 
facilities and services of the type involved, and having a favorable reputation for skill and experience in such 
surveys and such recommendations, and which may include a broker or agent with whom any Member transacts 
business. 

“Interest Rate Agreement” means an interest rate exchange, hedge or similar agreement, expressly 
identified in an Officer’s Certificate of the Obligated Group Representative delivered to the Master Trustee as being 
entered into in order to hedge the interest payable on all or a portion of any Indebtedness, which agreement may 
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include, without limitation, an interest rate swap, a forward or futures contract or an option (e.g., a call, put, cap, 
floor or collar) and which agreement does not constitute an obligation to repay money borrowed, credit extended or 
the equivalent thereof.  An Interest Rate Agreement shall not constitute Indebtedness under the Master Indenture. 

“Land” means the real Property owned or leased by the Obligated Group upon which the primary 
operations of the Members are conducted as described in the Master Indenture, as amended as provided therein from 
time to time, together with all buildings, improvements and fixtures located thereon, but excluding therefrom the 
Excluded Property. 

“Lien” means any mortgage, pledge or lease of, security interest in or lien, charge, restriction or 
encumbrance on any Property of the Person involved in favor of, or which secures any obligation to, any Person 
other than any Member, and any Capitalized Lease under which any Member is lessee and the lessor is not another 
Member. 

“Long-Term Indebtedness” means Indebtedness (which also may constitute Balloon Indebtedness or Put 
Indebtedness) having an original stated maturity or term greater than one year or renewable at the option of the 
debtor for a period greater than one year from the date of original issuance. 

 “Master Indenture” means the Original Master Indenture, as amended and supplemented by the Third 
Supplemental Master Indenture, and as it may from time to time be further amended or supplemented in accordance 
with the terms thereof. 

“Master Trustee” means Wells Fargo Bank, National Association, Chicago, Illinois, its successors and 
assigns, or any successor trustee under the Master Indenture. 

“Maximum Annual Debt Service Requirement” means the largest total Debt Service Requirements for the 
current or any succeeding Fiscal Year. 

“Member” or “Member of the Obligated Group” or “Obligated Group Member” means any Person who is 
listed in the Master Indenture after designation as a Member of the Obligated Group pursuant to the terms of the 
Master Indenture. 

“Moody’s” means Moody’s Investors Service, a corporation organized and existing under the laws of the 
State of Delaware, its successors and assigns, and, if such corporation shall be dissolved or liquidated or shall no 
longer perform the functions of a securities rating agency, “Moody’s” shall be deemed to refer to any other 
nationally recognized securities rating agency designated by the Master Trustee at the written direction of the 
Obligated Group Representative. 

“Mortgage” means the Original Mortgage as supplemented and amended by the Third Supplemental 
Mortgage and Security Agreement  and as the same may be further supplemented and amended from time to time. 

“Mortgaged Property” means the real property and personal property of the Members of the Obligated 
Group which is subject to the Lien and security interest of the Mortgage. 

“Net Proceeds” means, when used with respect to any insurance or condemnation award or sale 
consummated under threat of condemnation, the gross proceeds from the insurance or condemnation award or sale 
with respect to which that term is used less all expenses (including attorney’s fees, adjuster’s fees and any expenses 
of the Obligated Group or the Master Trustee) incurred in the collection of such gross proceeds. 

“Net Rentals” means all fixed rents (including as such all payments which the lessee is obligated to make 
to the lessor on termination of the lease or surrender of the Property other than upon termination of the lease for a 
default thereunder) payable under a lease or sublease of real or personal Property excluding any amounts required to 
be paid by the lessee (whether or not designated as rents or additional rents) on account of maintenance, repairs, 
insurance, taxes and similar charges.  Net Rentals for any future period under any so-called “percentage lease” shall 
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be computed on the basis of the amount reasonably estimated to be payable thereunder for such period, but in any 
event not less than the amount paid or payable thereunder during the immediately preceding period of the same 
duration as such future period; provided that the amount estimated to be payable under any such percentage lease 
shall in all cases recognize any change in the applicable percentage called for by the terms of such lease. 

“Non-Recourse Indebtedness” means any Indebtedness the liability for which is effectively limited to 
Property, Plant and Equipment (other than the Land) and the income therefrom, with no recourse, directly or 
indirectly, to any other Property of any Member. 

“Obligated Group” means the Corporation and any other Person which has fulfilled the requirements for 
entry into the Obligated Group set forth in the provisions of the Master Indenture summarized under the caption 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — ENTRANCE INTO THE OBLIGATED GROUP” and 
which has not ceased such status pursuant to the provisions of the Master Indenture summarized under the caption 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — CESSATION OF STATUS AS A MEMBER OF THE 
OBLIGATED GROUP.” 

“Obligated Group Representative” means the Corporation or such other Member of the Obligated Group 
as may be designated from time to time pursuant to written notice to the Master Trustee, executed by the President 
or Chairman of the Governing Body of the Corporation or, if the Corporation is no longer a Member of the 
Obligated Group, of each Member of the Obligated Group. 

“Obligation Holder,” “holder” or “owner of the Obligation” means the registered owner of any fully 
registered or book entry Obligation unless alternative provision is made in the Supplemental Master Indenture 
pursuant to which such Obligation is issued for establishing ownership of such Obligation in which case such 
alternative provision shall control. 

“Obligations” means the Series 2017 Obligation and any Additional Obligations and any Obligation or 
Obligations issued in exchange therefor. 

 “Officer’s Certificate” means a certificate signed, in the case of a certificate delivered by a Member of the 
Obligated Group, by the President, any Vice President, Executive Director, Director of Finance or any other officer 
or agent authorized to sign by resolution of the Governing Body of any Member of the Obligated Group or in the 
case of a certificate delivered by any other corporation, by the President, any Vice President, the Executive Director, 
Director of Finance or any other officer or agent authorized to sign by resolution of the Governing Body of such 
corporation or, in the case of a certificate delivered by any other Person, the chief executive or chief financial officer 
of such other Person, in either case whose authority to execute such certificate shall be evidenced to the satisfaction 
of the Master Trustee. 

“Official Statement” means this Official Statement prepared in connection with the issuance and sale of the 
Series 2017 Bonds. 

“Opinion of Bond Counsel” means a written opinion of nationally recognized municipal bond counsel, 
which opinion, including the scope, form, substance and other aspects thereof, is acceptable to the Master Trustee, 
and which opinion may be based upon a ruling or rulings of the Internal Revenue Service. 

“Original Master Indenture” means the Master Trust Indenture dated as of July 15, 2005, as amended and 
supplemented, between the Corporation, as the only current member of the Obligated Group, and the Master 
Trustee. 

“Original Mortgage” means the Mortgage and Security Agreement dated as of July 15, 2005, as 
supplemented and amended, between the Corporation, as mortgagor and the Master Trustee, as mortgagee. 

“Outstanding” means, with respect to the Master Indenture, in the case of Indebtedness of a Person other 
than Related Bonds or Obligations, all such Indebtedness of such Person which has been issued except any such 
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portion thereof canceled after purchase or surrendered for cancellation or because of payment at or redemption prior 
to maturity, any such Indebtedness in lieu of which other Indebtedness has been duly incurred and any such 
Indebtedness which is no longer deemed outstanding under its terms and with respect to which such Person is no 
longer liable under the terms of such Indebtedness. 

“Outstanding Obligations” or “Obligations outstanding” means all Obligations which have been duly 
authenticated and delivered by the Master Trustee under the Master Indenture, except: 

 (a) Obligations canceled after purchase or because of payment at or prepayment or 
redemption prior to maturity; 

 (b) (i) Obligations for the payment or redemption of which cash or Escrow Obligations shall 
have been theretofore deposited with the Master Trustee (whether upon or prior to the maturity or 
redemption date of any such Obligations); provided that if such Obligations are to be prepaid or redeemed 
prior to the maturity thereof, notice of such prepayment or redemption shall have been given or irrevocable 
arrangements satisfactory to the Master Trustee shall have been made therefor, or waiver of such notice 
satisfactory in form to the Master Trustee shall have been filed with the Master Trustee and (ii) Obligations 
securing Related Bonds for the payment or redemption of which cash or Escrow Obligations shall have 
been theretofore deposited with the Related Bond Trustee (whether upon or prior to the maturity or 
redemption date of any such Related Bonds); provided that if such Obligations are to be redeemed prior to 
the maturity thereof, notice of such redemption shall have been given or arrangements satisfactory to the 
Related Bond Trustee shall have been made therefor, or waiver of notice satisfactory in form to the Related 
Bond Trustee shall have been filed with the Related Bond Trustee; 

 (c) Obligations in lieu of which others have been authenticated under the Master Indenture; 
and 

 (d) Obligations held by a Member. 

Notwithstanding the foregoing, any Obligation securing Related Bonds shall be deemed Outstanding if 
such Related Bonds are Outstanding. 

“Outstanding Related Bonds” or “Related Bonds outstanding” means all Related Bonds which have been 
duly authenticated and delivered by the Related Bond Trustee under the Related Bond Indenture and are deemed 
outstanding under the terms of such Related Bond Indenture or, if such Related Bond Indenture does not specify 
when Related Bonds are deemed outstanding thereunder, all such Related Bonds which have been so authenticated 
and delivered, except: 

 (a) Related Bonds canceled after purchase in the open market or because of payment at or 
redemption prior to maturity; 

 (b) Related Bonds for the payment or redemption of which cash or Escrow Obligations of the 
type described in clause (b)(i) of the definition thereof shall have been theretofore deposited with the 
Related Bond Trustee (whether upon or prior to the maturity or redemption date of any such Bonds) in 
accordance with the Related Bond Indenture; provided that if such Bonds are to be redeemed prior to the 
maturity thereof, notice of such redemption shall have been given or arrangements satisfactory to the 
Related Bond Trustee shall have been made therefor, or waiver of such notice satisfactory in form to the 
Related Bond Trustee shall have been filed with the Related Bond Trustee; 

 (c) Related Bonds in lieu of which others have been authenticated under the Related Bond 
Indenture; and 

 (d) For the purposes of all covenants, approvals, waivers and notices required to be obtained 
or given under the Related Bond Indenture, Related Bonds held or owned by a Member. 
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 “Permitted Encumbrances” means the Master Indenture, any Related Loan Document, any Related Bond 
Indenture and, as of any particular time: 

 (a) Liens arising by reason of good faith deposits with a Member in connection with tenders, 
leases of real estate, bids or contracts (other than contracts for the payment of money), deposits by any 
Member to secure public or statutory obligations, or to secure, or in lieu of, surety, stay or appeal bonds, 
and deposits as security for the payment of taxes or assessments or other similar charges; any Lien arising 
by reason of deposits with, or the giving of any form of security to, any governmental agency or any body 
created or approved by law or governmental regulation for any purpose at any time as required by law or 
governmental regulation as a condition to the transaction of any business or the exercise of any privilege or 
license, or to enable any Member to maintain self-insurance or to participate in any funds established to 
cover any insurance risks or in connection with workers’ compensation, unemployment insurance, pensions 
or profit sharing plans or other social security plans or programs, or to share in the privileges or benefits 
required for corporations participating in such arrangements; 

 (b) any Lien on the Property of any Member permitted under the provisions of the Master 
Indenture summarized under “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — LIENS ON 
PROPERTY;” 

 (c) the Mortgage and any other security agreement or document securing the Master Trustee 
in connection with the issuance of the Series 2005 Bonds, and any other Lien on Property if such Lien 
equally and ratably secures all of the Obligations and only the Obligations; 

 (d) Residency Agreements and leases which relate to Property of the Obligated Group which 
is of a type that is customarily the subject of such leases, such as office space for physicians and 
educational institutions, food service facilities, gift shops, commercial, beauty shop, banking, other similar 
specialty services, pharmacy and similar departments or employee rental apartments; sale/saleback or 
lease/leaseback or similar arrangements in connection with the issuance of Related Bonds; and any leases, 
licenses or similar rights to use Property whereunder a Member is lessee, licensee or the equivalent thereof 
upon fair and reasonable terms no less favorable to the lessee or licensee than would obtain in a comparable 
arm’s-length transaction; 

 (e) Liens for taxes and special assessments which are not then delinquent, or if then 
delinquent are being contested in accordance with the Master Indenture; 

 (f) utility, access and other easements and rights-of-way, restrictions, encumbrances and 
exceptions which do not materially interfere with or materially impair the operation of the Property affected 
thereby (or, if such Property is not being then operated, the operation for which it was designed or last 
modified); 

 (g) any mechanic’s, laborer’s, materialman’s, supplier’s or vendor’s Lien or right in respect 
thereof if payment is not yet due under the contract in question or has been due for less than 60 days, or if 
such Lien is being contested in accordance with the provisions of the Master Indenture; 

 (h) such Liens, defects, irregularities of title and encroachments on adjoining property as 
normally exist with respect to property similar in character to the Property involved and which do not 
materially adversely affect the value of, or materially impair, the Property affected thereby for the purpose 
for which it was acquired or is held by the owner thereof, including without limitation statutory liens 
granted to banks or other financial institutions, which liens have not been specifically granted to secure 
Indebtedness and which do not apply to Property which has been deposited as part of a plan to secure 
Indebtedness; 

 (i) zoning laws and similar restrictions which are not violated by the Property affected 
thereby; 
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 (j) statutory rights under Section 291, Title 42 of the United States Code, as a result of what 
are commonly known as Hill-Burton grants, and similar rights under other federal statutes or statutes of the 
state in which the Property involved is located; 

 (k) all right, title and interest of the state where the Property involved is located, 
municipalities and the public in and to tunnels, bridges and passageways over, under or upon a public way; 

 (l) Liens on or in Property given, granted, bequeathed or devised by the owner thereof 
existing at the time of such gift, grant, bequest or devise, provided that (i) such Liens consist solely of 
restrictions on the use thereof or the income therefrom, or (ii) such Liens secure Indebtedness which is not 
assumed by any Member and such Liens attach solely to the Property (including the income therefrom) 
which is the subject of such gift, grant, bequest or devise; 

 (m) Liens of or resulting from any judgment or award, the time for the appeal or petition for 
rehearing of which shall not have expired, or in respect of which any Member shall at any time in good 
faith be prosecuting an appeal or proceeding for a review and in respect of which a stay of execution 
pending such appeal or proceeding for review shall be in existence; 

 (n) Liens on moneys deposited by residents or others with a Member as security for or as 
prepayment of the cost of resident or patient care or any rights of residents of life care, elderly housing or 
similar facilities to endowment, prepayment or similar funds deposited by or on behalf of such residents; 

 (o) Liens on Excluded Property; 

 (p) Liens on Property due to rights of third-party payors for recoupment of excess 
reimbursement paid; 

 (q) any security interest in the Rebate Fund (as defined in the Master Indenture), any 
depreciation reserve, debt service or interest reserve, debt service, construction fund or any similar fund 
established pursuant to the terms of any Supplemental Master Indenture, Related Bond Indenture or Related 
Loan Document in favor of the Master Trustee, a Related Bond Trustee, a Related Issuer or the holder of 
the Indebtedness issued pursuant to such Supplemental Master Indenture, Related Bond Indenture or 
Related Loan Document or the holder of any related Commitment Indebtedness; 

 (r) any Lien on any Related Bond or any evidence of Indebtedness of any Member acquired 
by or on behalf of any Member which secures Commitment Indebtedness and only Commitment 
Indebtedness; 

 (s) any Lien on Property acquired by a Member which Lien secures Indebtedness issued, 
incurred or assumed by any Member, in connection with and to effect such acquisition or existing 
Indebtedness which will remain outstanding after such acquisition which Lien encumbers Property other 
than Land, if in any such case the aggregate principal amount of such Indebtedness does not exceed the fair 
market value subject to such Lien as determined in good faith by the Governing Body of the Member; 

 (t) Liens on accounts receivable arising as a result of the sale of such accounts receivable 
with or without recourse, provided that the principal amount of Indebtedness secured by any such Lien does 
not exceed the face amount of such accounts receivable sold; 

 (u) such Liens, covenants, conditions and restrictions, if any, which do not secure 
Indebtedness and which are other than those of the type referred to above, as are set forth in the Master 
Indenture, and which (i) in the case of Property owned by the Obligated Group on the date of execution of 
the Master Indenture, do not and will not, so far as can reasonably be foreseen, materially adversely affect 
the value of the Property currently affected thereby or materially impair the same, and (ii) in the case of any 
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other Property, do not materially impair or materially interfere with the operation or usefulness thereof for 
the purpose for which such Property was acquired or is held by a Member; and 

 (v) the items set forth in the title insurance policy delivered in connection with the issuance 
of the Series 2005 Bonds and described as Permitted Encumbrances in the Master Indenture. 

“Permitted Investments” means and includes any of the following: 

 (a) Government Obligations; 

 (b) debt obligations which are (i) issued by any state or political subdivision thereof or any 
agency or instrumentality of such state or political subdivision, and (ii) at the time of purchase, rated in one 
of the two highest rating categories (without regard to any refinement or gradation of rating category by 
numerical modifier or otherwise) assigned by any Rating Agency; 

 (c) any bond, debenture, note, participation certificate or other similar obligation issued by a 
government sponsored agency (such as the Federal National Mortgage Association, the Federal Home Loan 
Bank System, the Federal Home Loan Mortgage Corporation, the Federal Farm Credit Bank or the Student 
Loan Marketing Association) which is either (i) rated in the highest rating category by any Rating Agency, 
or (ii) backed by the full faith and credit of the United States of America; 

 (d) U.S. denominated deposit account, certificates of deposit and banker’s acceptances of any 
bank, trust company, or savings and loan association, including the Master Trustee or its affiliates, which 
have a rating on their short-term certificates of deposit on the date of purchase in one of the two highest 
short-term rating categories (without regard to any refinement or gradation of rating category by numerical 
modifier or otherwise) assigned by any Rating Agency, and which mature not more than 360 days after the 
date of purchase; 

 (e) commercial paper which is rated at the time of purchase in one of the two highest 
short-term rating categories (without regard to any refinement or gradation of rating category by numerical 
modifier or otherwise) assigned by any Rating Agency, and which matures not more than 270 days after the 
date of purchase; 

 (f) bonds, notes, debentures or other evidences of indebtedness issued or guaranteed by a 
corporation which are, at the time of purchase, rated by any Rating Agency in any of the three highest 
rating categories (without regard to any refinement or gradation of rating category by numerical modifier or 
otherwise); 

 (g) investment agreements with banks that at the time such agreement is executed are rated in 
one of the two highest rating categories (without regard to any refinement or gradation of rating category 
by numerical modifier or otherwise) assigned by any Rating Agency or investment agreements with 
non-bank financial institutions, provided that (1) all of the unsecured, direct long-term debt of either the 
non-bank financial institution or the related guarantor of such non-bank financial institution is rated by any 
Rating Agency at the time such agreement is executed in one of the two highest rating categories (without 
regard to any refinement or gradation of rating category by numerical modifier or otherwise) for obligations 
of that nature; or (2) if such non-bank financial institution and any related guarantor have no outstanding 
long-term debt that is rated, all of the short-term debt of either the non-bank financial institution or the 
related guarantor of such non-bank financial institution is rated by any Rating Agency in one of the two 
highest rating categories (without regard to any refinement or gradation of the rating category by numerical 
modifier or otherwise) assigned to short term indebtedness by any Rating Agency.  If such non-bank 
financial institution and any guarantor do not have any short-term or long-term debt, but do have a rating in 
one of the two highest rating categories (without regard to any refinement or gradation of rating category 
by numerical modifier or otherwise), then investment agreements with such non-bank financial institutions 
will be permitted; 
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 (h) repurchase agreements with respect to and secured by Government Obligations or by 
obligations described in clause (b) and (c) above, which agreements may be entered into with a bank 
(including without limitation the Bond Trustee or the Master Trustee), a trust company, financial services 
firm or a broker dealer which is a member of the Securities Investors Protection Corporation, provided that 
(i) the Master Trustee or a custodial agent of the Master Trustee has possession of the collateral and that the 
collateral is, to the knowledge of the Master Trustee, free and clear of third-party claims, (ii) a master 
repurchase agreement or specific written repurchase agreement governs the transaction, (iii) the collateral 
securities are valued no less frequently than monthly, and (iv) the fair market value of the collateral 
securities in relation to the amount of the repurchase obligation, including principal and interest, is equal to 
at least 103%, and (v) such obligations must be held in the custody of the Master Trustee or Master 
Trustee’s Agent; 

 (i) investments in a money market fund, which may be funds of the Bond Trustee or an 
affiliate of the Master Trustee, rated (at the time of purchase) in the highest rating category for this type of 
investment by any Rating Agency; and 

 (j) shares in any investment company, money market mutual fund, fixed income mutual 
fund, Exchange Traded Fund or other collective investment fund registered under the federal Investment 
Company Act of 1940, whose shares are registered under the Securities Act of 1933, and the majority of 
whose investments consist solely of Permitted Investments as defined in paragraphs (a) through (i) above, 
including money market mutual funds from which the Master Trustee, Bond Trustee or its affiliates derive 
a fee for investment advisory or other services to the fund. 

The Bond Trustee and the Master Trustee shall be entitled to assume that any investment which at the time 
of purchase is a Permitted Investment remains a Permitted Investment thereafter, absent receipt of written notice or 
information to the contrary. 

For the purposes of this definition, obligations issued or held in the name of the Bond Trustee or the Master 
Trustee (or in the name of the Authority and payable to the Bond Trustee or the Master Trustee) in book-entry form 
on the books of the Department of Treasury of the United States shall be deemed to be deposited with the Bond 
Trustee or the Master Trustee, as applicable. 

“Person” means any natural person, firm, joint venture, association, partnership, business trust, 
corporation, limited liability company, public body, agency or political subdivision thereof or any other similar 
entity. 

“Primary Obligor” means the Person who is primarily obligated on an obligation which is guaranteed by 
another Person. 

“Projected Debt Service Coverage Ratio” means, for any future period, the ratio consisting of a numerator 
equal to the amount determined by dividing the projected Income Available for Debt Service for that period by the 
Maximum Annual Debt Service Requirement for the Funded Indebtedness expected to be outstanding during such 
period and a denominator of one. 

“Projected Rate” means the projected yield at par of an obligation as set forth in the report of a Consultant 
(which Consultant and report are acceptable to the Master Trustee).  Such report shall state that in determining the 
Projected Rate such Consultant reviewed the yield evaluations at par of not less than three obligations selected by 
such Consultant, the interest on which is entitled to the exemption from federal income tax afforded by 
Section 103(a) of the Code or any successor thereto (or, if it is not expected that it will be reasonably possible to 
issue such tax-exempt obligations, then obligations the interest on which is subject to federal income taxation) which 
obligations such Consultant states in its report are reasonable comparators for utilizing in developing such Projected 
Rate and which obligations: (i) were outstanding on a date selected by the Consultant which date so selected 
occurred during the 90-day period preceding the date of the calculation utilizing the Projected Rate in question, 
(ii) to the extent practicable, are obligations of Persons engaged in operations similar to those of the Obligated 
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Group and having a credit rating similar to that of the Obligated Group, (iii) are not entitled to the benefits of any 
credit enhancement (including without limitation any letter or line of credit or insurance policy), and (iv) to the 
extent practicable, have a remaining term and amortization schedule substantially the same as the obligation with 
respect to which such Projected Rate is being developed. 

“Property” means any and all rights, titles and interests in and to any and all property, whether real or 
personal, tangible (including cash) or intangible, wherever situated and whether now owned or hereafter acquired, 
other than Excluded Property. 

“Property, Plant and Equipment” means all Property of each Member which is classified as property, plant 
and equipment under generally accepted accounting principles. 

“Put Date” means (a) any date on which an owner of Put Indebtedness may elect to have such Put 
Indebtedness paid, purchased or redeemed by or on behalf of the underlying obligor prior to its stated maturity date 
or (b) any date on which Put Indebtedness is required to be paid, purchased or redeemed from the owner by or on 
behalf of the underlying obligor (other than at the option of the owner) prior to its stated maturity date, other than 
pursuant to any mandatory sinking fund or other similar fund or other than by reason of acceleration upon the 
occurrence of an event of default. 

“Put Indebtedness” means Indebtedness which is (a) payable or required to be purchased or redeemed by 
or on behalf of the underlying obligor, at the option of the owner thereof, prior to its stated maturity date or 
(b) payable or required to be purchased or redeemed from the owner by or on behalf of the underlying obligor (other 
than at the option of the owner) prior to its stated maturity date, other than pursuant to any mandatory sinking fund 
or other similar fund, other than by reason of an event of taxability with respect to any Related Bond or other than 
by reason of acceleration upon the occurrence of an event of default. 

“Rating Agency” means Moody’s, Standard & Poor’s or Fitch and their respective successors and assigns. 

“Related Bond Indenture” means the Series 2017 Bond Indenture and any indenture, bond resolution or 
other similar instrument pursuant to which any series of Related Bonds is issued. 

“Related Bond Trustee” means the Series 2017 Bond Trustee and any other trustee under any Related 
Bond Indenture and any successor trustee thereunder or, if no trustee is appointed under a Related Bond Indenture, 
the Related Issuer. 

“Related Bond” or “Related Bonds” means the Series 2017 Bonds and any other revenue bonds or similar 
obligations the proceeds of which are loaned or otherwise made available to any Member in consideration, whether 
in whole or in part, of the execution, authentication and delivery of an Obligation or Obligations. 

“Related Issuer” means the Issuer and any other issuer of a series of Related Bonds. 

“Related Loan Document” means the Series 2017 Loan Agreement and any other document or documents 
(including without limitation any lease, sublease or installment sales contract) pursuant to which any proceeds of 
any Related Bonds are advanced to any Member (or any Property financed or refinanced with such proceeds is 
leased, subleased or sold to a Member). 

 “Residency Agreement” means any written agreement or contract, as amended from time to time, between 
a Member and a resident of a Facility giving the resident certain rights of occupancy in the Facility, including 
without limitation, independent living units, assisted living units, skilled nursing beds or specialty care beds and 
providing for certain services to such resident. 

“Revenues” means, for any period, (a) in the case of any Person providing health care services and/or 
senior living services, the sum of (i) resident service revenues plus (ii) other operating revenues, plus 
(iii) non-operating revenues (other than Contributions, income derived from the sale of assets not in the ordinary 
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course of business or any gain from the extinguishment of debt or other extraordinary item or earnings which 
constitute Funded Interest or earnings on amounts which are irrevocably deposited in escrow to pay the principal of 
or interest on Indebtedness), plus (iv) Unrestricted Contributions, plus (v) Entrance Fees (other than Initial Entrance 
Fees) received minus (A) Entrance Fees amortized during such Fiscal Year and (B) Entrance Fees refunded to 
residents; and (b) in the case of any other Person, gross revenues less sale discounts and sale returns and allowances, 
as determined in accordance with generally accepted accounting principles; but excluding in either case (i) any 
unrealized gain or loss resulting from changes in the valuation of investment securities or unrealized changes in the 
value of derivative instruments, (ii) any gains on the sale or other disposition of fixed or capital assets not in the 
ordinary course, (iii) earnings resulting from any reappraisal, revaluation or write-up of fixed or capital assets, 
(iv) any revenues recognized from deferred revenues related to entrance fees or (v) insurance (other than business 
interruption) and condemnation proceeds; provided, however, that if such calculation is being made with respect to 
the Obligated Group, such calculation shall be made in such a manner so as to exclude any revenues attributable to 
transactions between any Member and any other Member.  For purposes of calculations under the Master Indenture, 
an Unrestricted Contribution from an Affiliate shall be treated as being made during the period of such calculation 
so long as the Unrestricted Contribution is made prior to the date the applicable certificate is required to be delivered 
with respect to such calculation.  For purposes of any calculation under the Master Indenture that is made with 
reference to both Revenues and Expenses, any deduction from gross resident service revenues otherwise required by 
this definition shall not be made if and to the extent that the amount of such deduction is included in Expenses. 

“Series 2017 Bond Indenture” means the Bond Trust Indenture dated as of December 1, 2017 between the 
Authority and the Series 2017 Bond Trustee. 

“Series 2017 Bond Trustee” means UMB Bank, National Association. 

“Series 2017 Bonds” means the aggregate principal amount of Illinois Finance Authority Revenue Bonds, 
Series 2017 (Friendship Village of Schaumburg) authorized to be issued pursuant to the terms and conditions of the 
Series 2017 Bond Indenture.  

“Series 2017 Loan Agreement” means the Loan Agreement dated as of December 1, 2017 between the 
Authority and the Corporation, relating to the Series 2017 Bonds. 

“Series 2017 Obligation” means the Direct Note Obligation, Series 2017-2 (Illinois Finance Authority) of 
the Corporation issued under the Master Indenture, as security for the Series 2017 Bonds. 

“Short-Term,” when used in connection with Indebtedness, means having an original maturity less than or 
equal to one year and not renewable at the option of the debtor for a term greater than one year beyond the date of 
original issuance. 

“Stable Occupancy” means, (i) with respect to the facilities financed with the proceeds of the Series 2005 
Bonds, the first Fiscal Year in which the total percentage occupancy of all Independent Living Units in the 
Series 2005 Project is equal to or greater than 93%, calculated as of the last day of any fiscal quarter, and (ii) with 
respect to any facility financed with Indebtedness for which the Master Trustee was furnished a Consultant’s report 
pursuant to the Master Indenture (or, if no Consultant’s report was required by the Master Indenture, an Officer’s 
Certificate), occupancy of that facility at the level reflected as substantially at the sustainable capacity for which 
such facility was designed or “stabilized occupancy” for that facility in the Consultant’s report or the Officer’s 
Certificate. 

“Standard & Poor’s” or “S&P” means S&P Global Ratings, a corporation organized and existing under 
the laws of the State of New York, its successors and assigns, and, if such corporation shall be dissolved or 
liquidated or shall no longer perform the functions of a securities rating agency, “Standard & Poor’s” or “S&P” shall 
be deemed to refer to any other nationally recognized securities rating agency designated by the Master Trustee, at 
the direction of the Obligated Group Representative. 
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“Subordinated Indebtedness” means any promissory note, guaranty, lease, contractual agreement to pay 
money or other obligation the terms of the documents providing for the issuance of which expressly provide that all 
payments on such Subordinated Indebtedness shall be subordinated to the timely payment of all Obligations, 
whether currently Outstanding or subsequently issued as described in the Master Indenture. 

“Supplemental Master Indenture” means an indenture amending or supplementing the Master Indenture 
entered into pursuant to the Master Indenture. 

“Tax-Exempt Organization” means a Person organized under the laws of the United States of America or 
any state thereof which is an organization described in Section 501(c)(3) of the Code, which is exempt from federal 
income taxes under Section 501(a) of the Code, or corresponding provisions of federal income tax laws from time to 
time in effect. 

“Third Supplemental Master Indenture” means the Third Supplemental Master Trust Indenture dated as of 
December 1, 2017, between the Corporation and the Master Trustee, supplementing and amending the Original 
Master Indenture. 

“Third Supplemental Mortgage and Security Agreement” means the Third Supplemental Mortgage and 
Security Agreement dated as of December 1, 2017 between the Corporation, as the mortgagor, and the Master 
Trustee, as the mortgagee, supplementing and amending the Original Mortgage. 

“United States Government Obligations” means non-callable direct obligations of, or obligations the 
timely payment of the principal of and interest on which is fully guaranteed by, the United States of America, 
including obligations issued or held in book-entry form on the books of the Department of Treasury of the United 
States of America. 

“Unrestricted Contributions” means Contributions, including any payment received from an Affiliate of an 
Obligated Group Member, which are not restricted in any way that would prevent their application to the payment of 
debt service on Indebtedness of the Person receiving such Contributions. 

“Written Request” means with reference to a Related Issuer, a request in writing signed by the Chairman, 
Vice-Chairman, Mayor, Clerk, President, Vice President, Executive Director, Associate Executive Director, 
Secretary or Assistant Secretary of the Related Issuer; and with reference to any Member, a request in writing signed 
by the President, Vice President or Treasurer of such Member, or any other officers designated by the Related Issuer 
or such Member, as the case may be. 

SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 

The Master Indenture contains various covenants, security provisions, terms and conditions, certain of 
which are summarized below.  Reference is made to the Master Indenture for a full and complete statement of its 
provisions. 

PAYMENT OF PRINCIPAL, PREMIUM, IF ANY AND INTEREST 

Each Member unconditionally and irrevocably (subject to the right of such Member to cease its status as a 
Member of the Obligated Group pursuant to the terms and conditions of the Master Indenture summarized under 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — CESSATION OF STATUS AS A MEMBER OF THE 
OBLIGATED GROUP” below), jointly and severally covenants that it will promptly pay the principal of, premium, if 
any, and interest on every Obligation issued under the Master Indenture at the place, on the dates and in the manner 
provided therein and in said Obligations according to the true intent and meaning thereof.  Notwithstanding any 
schedule of payments upon the Obligations set forth in the Master Indenture or in the Obligations, each Member 
unconditionally and irrevocably (subject to the right of such Member to cease its status as a Member of the 
Obligated Group pursuant to the terms and conditions of the Master Indenture summarized under “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE — CESSATION OF STATUS AS A MEMBER OF THE OBLIGATED 
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GROUP” below), jointly and severally agrees to make payments upon each Obligation and be liable therefor at the 
times and in the amounts (including principal, interest and premium, if any) equal to the amounts to be paid as 
interest, principal at maturity or by mandatory sinking fund redemption, or premium, if any, upon any Related 
Bonds from time to time outstanding. 

COVENANTS AS TO CORPORATE EXISTENCE, MAINTENANCE OF PROPERTIES, AND SIMILAR MATTERS; RIGHT OF 
CONTEST 

Each Member covenants in the Master Indenture to: 

 (a) Except as otherwise expressly provided in the Master Indenture (i) preserve its corporate 
or other separate legal existence, (ii) preserve all its rights and licenses to the extent necessary or desirable 
in the operation of its business and affairs and (iii) be qualified to do business and conduct its affairs in 
each jurisdiction where its ownership of Property or the conduct of its business or affairs requires such 
qualification; provided, however, that nothing in the Master Indenture contained shall be construed to 
obligate such Member to retain, preserve or keep in effect the rights, licenses or qualifications no longer 
used or, in the judgment of its Governing Body, useful in the conduct of its business. 

 (b) With respect to any Member which is, on the date it becomes a Member, a not for profit 
corporation, maintain its status as a not for profit corporation throughout the term of the Master Indenture 
unless (i) the Governing Body determines that such status is not necessary or useful, and (ii) prior to the 
cessation of such status there is delivered to the Master Trustee (A) an Opinion of Bond Counsel to the 
effect that such change in status will not have an adverse effect on the exemption of interest on any Related 
Bond from federal income taxation to which such Bond is otherwise entitled or the validity or 
enforceability of any Related Bond, and (B) an opinion of Independent Counsel acceptable to the Master 
Trustee to the effect that registration of the Obligations under the Securities Act of 1933, as amended, is not 
required or that such Obligations have been so registered. 

 (c) At all times use its Facilities only in furtherance of its lawful corporate purposes and 
cause its business to be carried on and conducted and its Property and each part thereof to be maintained, 
preserved and kept in good repair, working order and condition and in as safe condition as its operations 
will permit and make all necessary and proper repairs (interior and exterior, structural and non-structural, 
ordinary as well as extraordinary and foreseen as well as unforeseen), renewals and replacements thereof so 
that its operations and business shall at all times be conducted in an efficient, proper and advantageous 
manner; provided, however, that nothing contained in the Master Indenture shall be construed (i) to prevent 
it from ceasing to operate any portion of its Property, if in its reasonable judgment (evidenced, in the case 
of such a cessation other than in the ordinary course of business, by a determination by its Governing 
Body) it is advisable not to operate the same, or if it intends to sell or otherwise dispose of the same and 
within a reasonable time endeavors to effect such sale or other disposition, or (ii) to obligate it to retain, 
preserve, repair, renew or replace any Property, leases, rights, privileges or licenses no longer used or, in 
the judgment of its Governing Body, useful in the conduct of its business. 

 (d) Pay or cause to be paid: (i) all taxes, levies, assessments and charges on account of the 
use, occupancy or operation of its Property, including but not limited to all sales, use, occupation, real and 
personal property taxes, all permit and inspection fees, occupation and license fees and all water, gas, 
electric, light, power or other utility charges assessed or charged on or against its Property or on account of 
its use or occupancy thereof or the activities conducted thereon or therein; and (ii) all taxes, assessments 
and impositions, general and special, ordinary and extraordinary, of every name and kind, which shall be 
taxed, levied, imposed or assessed during the term of the Master Indenture upon all or any part of its 
Property, or its interest or the interest of any Related Issuer or either of them in and to its Property, or upon 
its interest or the interest of any Related Issuer or the interest of either of them in the Master Indenture or 
the amounts payable thereunder or under the Obligations.  If under applicable law any such tax, levy, 
charge, fee, rate, imposition or assessment may at the option of the taxpayer be paid in installments, any 
Member may exercise such option. 
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 (e) Not create or permit to be created or remain and, at its cost and expense, promptly 
discharge or terminate all Liens on its Property or any part thereof which are not Permitted Encumbrances. 

 (f) At its sole cost and expense, promptly comply with all present and future laws, 
ordinances, orders, decrees, decisions, rules, regulations and requirements of every duly constituted 
governmental authority, commission and court and the officers thereof which may be applicable to it or any 
of its affairs, business, operations and Property, any part thereof, any of the streets, alleys, passageways, 
sidewalks, curbs, gutters, vaults and vault spaces adjoining any of its Property or any part thereof or to the 
use or manner of use, occupancy or condition of any of its Property or any part thereof. 

 (g) Promptly pay or otherwise satisfy and discharge all of its obligations and Indebtedness 
and all demands and claims against it as and when the same become due and payable which if not so paid, 
satisfied or discharged would constitute a default or an Event of Default under subsection (d) of the 
provisions of the Master Indenture summarized below under the caption “SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER INDENTURE — EVENTS OF DEFAULT.” 

 (h) At all times comply with all terms, covenants and provisions of any Liens at such time 
existing upon its Property or any part thereof or securing any of its Indebtedness. 

 (i) Procure and maintain all necessary licenses and permits and use its best efforts to 
maintain the status of its health care Facilities (other than those not currently having such status or not 
having such status on the date a Person becomes a Member under the Master Indenture) as providers of 
health care services eligible for payment under those third-party payment programs which its Governing 
Body determines are appropriate. 

 (j) In the case of the Initial Members and each Member which is a Tax-Exempt Organization 
at the time it becomes a Member, so long as the Master Indenture shall remain in force and effect and so 
long as all amounts due or to become due on all Related Bonds have not been fully paid to the holders 
thereof or provision for such payment has not been made, to take no action or suffer any action to be taken 
by others, including any action which would result in the alteration or loss of its status as a Tax-Exempt 
Organization, which could result in any such Related Bond being declared invalid or result in the interest 
on any Related Bond, which is otherwise exempt from federal or state income taxation, becoming subject 
to such taxation. 

 (k) Operate all of its Facilities so as not to discriminate on a legally impermissible basis. 

 (l) In the case of the Initial Members and each Member which is a Tax-Exempt Organization 
at the time it becomes a Member, not distribute any of its revenues, income or profits, whether realized or 
unrealized, to any of its members, directors or officers or allow the same to inure to the benefit of any 
private person, association or corporation, other than for the lawful corporate purposes of such Member, as 
the case may be; provided, further, that no such distribution shall be made which is not permitted by the 
legislation pursuant to which such Member is governed or which would result in the loss or alteration of its 
status as a Tax-Exempt Organization. 

The foregoing notwithstanding, any Member may (i) cease to be a not for profit corporation, (ii) take 
actions which could result in the alteration or loss of its status as a Tax-Exempt Organization or (iii) distribute its 
revenues, income or profits to any of its members, directors or officers or allow the same to inure to the benefit of a 
private person, association or corporation if (A) prior thereto there is delivered to the Master Trustee an Opinion of 
Bond Counsel to the effect that such actions would not adversely affect the validity of any Related Bond, the 
exemption from federal or state income taxation of interest payable on any Related Bond otherwise entitled to such 
exemption or adversely affect the enforceability in accordance with its terms of the Master Indenture against any 
Member and (B) after such action the Obligated Group could meet the conditions described in subsection (A) under 
the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — PERMITTED ADDITIONAL 
INDEBTEDNESS” for the incurrence of one dollar of additional Funded Indebtedness. 
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For the purposes of provisions of the Master Indenture summarized under this caption (other than 
subparagraph (e) thereof), the terms Property and Facilities shall be deemed to include Excluded Property. 

No Member shall be required to pay any tax, levy, charge, fee, rate, assessment or imposition referred to 
above, to remove any Lien required to be removed by the provisions summarized under this caption, pay or 
otherwise satisfy and discharge its obligations, Indebtedness (other than Indebtedness evidenced by Obligations), 
demands and claims against it or to comply with any Lien, law, ordinance, rule, order, decree, decision, regulation or 
requirement referred to under this caption, so long as such Member shall contest, in good faith and at its cost and 
expense, in its own name and behalf, the amount or validity thereof, in an appropriate manner or by appropriate 
proceedings which shall operate during the pendency thereof to prevent the collection of or other realization upon 
the tax, levy, charge, fee, rate, assessment, imposition, obligation, Indebtedness, demand, claim or Lien so contested, 
and the sale, forfeiture, or loss of its Property or any part thereof, provided, that no such contest shall subject any 
Related Issuer, any Obligation holder or the Master Trustee to the risk of any liability.  While any such matters are 
pending, such Member shall not be required to pay, remove or cause to be discharged the tax, levy, charge, fee, rate, 
assessment, imposition, obligation, Indebtedness, demand, claim or Lien being contested, unless such Member 
agrees to settle such contest and payments under such settlement agreement are deemed to be due and payable.  
Each such contest shall be promptly prosecuted to final conclusion (subject to the right of such Member engaging in 
such a contest to settle such contest), and in any event the Member will save all Related Issuers, all Related Bond 
Trustees, all Obligation holders and the Master Trustee harmless from and against all losses, judgments, decrees and 
costs (including attorneys’ fees and expenses in connection therewith) as a result of such contest and will, promptly 
after the final determination of such contest or settlement thereof, pay and discharge the amounts which shall be 
levied, assessed or imposed or determined to be payable therein, together with all penalties, fines, interests, costs 
and expenses thereon or incurred in connection therewith.  The Member engaging in such a contest shall give the 
Master Trustee prompt written notice of any such contest.  Each Member waives, to the extent permitted by law, any 
right which it may have to contest (i) any Obligation issued for the benefit of another Member or (ii) any Obligation 
issued to secure or in connection with Related Bonds. 

If the Master Trustee shall notify such Member that, in the opinion of Independent Counsel, by 
nonpayment of any of the foregoing items, the Property of such Member or any substantial part thereof will be 
subject to imminent loss or forfeiture, then such Member shall promptly pay all such unpaid items and cause them to 
be satisfied and discharged. 

INSURANCE 

Each Member shall maintain, or cause to be maintained at its sole cost and expense, insurance with respect 
to its Property, the operation thereof and its business against such casualties, contingencies and risks (including but 
not limited to public liability and employee dishonesty) and in amounts not less than is customary in the case of 
corporations engaged in the same or similar activities and similarly situated and as is adequate to protect its Property 
and operations.  For purposes of the provisions of the Master Indenture summarized under this caption, the term 
Property shall be deemed to include Excluded Property.  The Obligated Group Representative shall annually review 
the insurance each Member maintains as to whether such insurance is customary and adequate.  In addition, the 
Obligated Group Representative shall (commencing with its Fiscal Year beginning April 1, 2005) cause a certificate 
of an Insurance Consultant or Insurance Consultants to be delivered to the Master Trustee within 120 days of the end 
of each Fiscal Year which certificate indicates that the insurance then being maintained by the Members is 
customary in the case of corporations engaged in the same or similar activities and similarly situated and is adequate 
to protect the Obligated Group’s Property and operations.  The Obligated Group Representative shall cause copies of 
its review, or the certificates of the Insurance Consultant or Insurance Consultants, as the case may be, to be 
delivered promptly to the Master Trustee.  The Obligated Group or any Member may self-insure if the Insurance 
Consultant or Insurance Consultants determine(s) that such self-insurance meets the standards set forth in the first 
sentence of this paragraph and is prudent under the circumstances; provided, however, that no Member of the 
Obligated Group shall self-insure any of its Property, Plant and Equipment. 
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RATES AND CHARGES 

Each Member covenants and agrees to operate all of its Facilities on a revenue-producing basis and to 
charge such fees and rates for its Facilities and services and to exercise such skill and diligence, including obtaining 
payment for services provided, as to provide income from its Property together with other available funds sufficient 
to pay promptly all payments of principal and interest on its Indebtedness, all expenses of operation, maintenance 
and repair of its Property and all other payments required to be made by it under the Master Indenture to the extent 
permitted by law.  Each Member further covenants and agrees that it will from time to time as often as necessary 
and to the extent permitted by law, revise its rates, fees and charges in such manner as may be necessary or proper to 
comply with the provisions of the Master Indenture summarized under this subheading. 

The Members covenant and agree that the Obligated Group Representative will calculate the Historical 
Debt Service Coverage Ratio of the Obligated Group for each Fiscal Year, commencing with the Fiscal Year ending 
March 31, 2018, and will deliver a copy of such calculation to the Persons to whom such report is required to be 
delivered under the provisions of the Master Indenture summarized under the subheading “FINANCIAL STATEMENTS 
AND RELATED MATTERS” below. 

If the Historical Debt Service Coverage Ratio of the Obligated Group for any Fiscal Year is less than 1.20:1 
(the “Required Coverage Level”), the Master Trustee shall require the Obligated Group, at the Obligated Group’s 
expense, to retain a Consultant to make recommendations with respect to the rates, fees and charges of the Obligated 
Group’s methods of operation and other factors affecting its financial condition in order to increase such Historical 
Debt Service Coverage Ratio to at least the Required Coverage Level for the following Fiscal Year. 

If the Obligated Group is required to retain a Consultant pursuant to the provisions of the preceding 
paragraph, such Consultant shall be retained as set forth in this paragraph.  Within 30 days of delivering the report to 
the Master Trustee stating that the Historical Debt Service Coverage Ratio is below the Required Coverage Level, 
the Obligated Group shall select a Consultant, will cause a notice of the selection of such Consultant, including the 
name of such Consultant and a brief description of the Consultant, to be filed with EMMA and will cause the Master 
Trustee to send such notice to the holders of all outstanding Obligations.  Such notice shall also state that the holders 
of the Obligations Outstanding will be deemed to have consented to the selection of the Consultant named in such 
notice unless such Obligation holder submits an objection to the selected Consultant in writing (in a manner 
acceptable to the Master Trustee) to the Master Trustee within 30 days of the date that the notice is sent to EMMA.  
No later than two Business Days after the end of the 30-day objection period, the Master Trustee shall notify the 
Obligated Group Representative of the number of objections.  If a majority of the aggregate principal amount of the 
holders of the Outstanding Obligations has been deemed to have consented to the selection of the Consultant or have 
not responded to the request for consent, the Obligated Group Representative shall engage the Consultant within 
three Business Days.  If a majority of the aggregate principal amount of the holders of the Outstanding Obligations 
has objected to the Consultant selected, the Obligated Group Representative shall select another Consultant in the 
same manner provided in this paragraph. 

A copy of the Consultant’s report and recommendations, if any, shall be filed with each Member, the 
Master Trustee, each Related Bond Trustee and EMMA (in each case, with confidential material redacted as 
determined by the Obligated Group) within 60 days of retaining the Consultant.  Each Member shall follow each 
recommendation of the Consultant applicable to it to the extent feasible (as determined in the reasonable judgment 
of the Governing Body of such Member) and permitted by law.  The provisions of the Master Indenture summarized 
under this subheading shall not be construed to prohibit any Member from serving indigent patients to the extent 
required for such Member to continue its qualification as a Tax-Exempt Organization or from serving any other 
class or classes of patients without charge or at reduced rates so long as such service does not prevent the Obligated 
Group from satisfying the other requirements of the Master Indenture summarized under this subheading. 

The foregoing provisions notwithstanding, if the Historical Debt Service Coverage Ratio of the Obligated 
Group for any Fiscal Year does not meet the Required Coverage Level, the Master Trustee shall not be obligated to 
require the Obligated Group to retain a Consultant to make such recommendations if: (a) there is filed with the 
Master Trustee (who shall provide a copy to each Related Bond Trustee) a written report addressed to them of a 
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Consultant (which Consultant and report, including, without limitation, the scope, form, substance and other aspects 
of such report, are acceptable to the Master Trustee) which contains an opinion of such Consultant that applicable 
laws or regulations have prevented the Obligated Group from generating Income Available for Debt Service during 
such Fiscal Year sufficient to meet the requirements of of the Master Indenture summarized under this subheading, 
and, if requested by the Master Trustee, such report is accompanied by a concurring opinion of Independent Counsel 
(which counsel and opinion, including, without limitation, the scope, form, substance and other aspects thereof, are 
acceptable to the Master Trustee) as to any conclusions of law supporting the opinion of such Consultant; (b) the 
report of such Consultant indicates that the rates charged by the Obligated Group are such that, in the opinion of the 
Consultant, the Obligated Group has generated the maximum amount of Revenues reasonably practicable given such 
laws or regulations; and (c) the Historical Debt Service Coverage Ratio of the Obligated Group for such Fiscal Year 
was at least 1.00:1.  The Obligated Group shall not be required to cause the Consultant’s report referred to in the 
preceding sentence to be prepared more frequently than once every two Fiscal Years if at the end of the first of such 
two Fiscal Years the Obligated Group provides to the Master Trustee (who shall provide a copy to each Related 
Bond Trustee) an opinion of Independent Counsel (which counsel and opinion, including, without limitation, the 
scope, form, substance and other aspects thereof, are acceptable to the Master Trustee) to the effect that the 
applicable laws and regulations underlying the Consultant’s report delivered in respect of the previous Fiscal Year 
have not changed in any material way. 

Notwithstanding any other provisions of the Master Indenture, an Event of Default arising from the 
Historical Debt Service Coverage Ratio shall only occur under the Master Indenture if one or more of the following 
conditions applies: (i) the Obligated Group fails to achieve a Historical Debt Service Coverage Ratio of at least 
1.20:1 and fails to take all necessary action to comply with the procedures set forth under the provisions of the 
Master Indenture summarized under this subheading for obtaining a Consultant’s report and following all 
recommendations contained in such report to the extent feasible (as determined by the Governing Body of the 
Obligated Group Representative) and permitted by law; (ii) the Obligated Group fails to achieve a Historical Debt 
Service Coverage Ratio of at least 1.00:1 for any Fiscal Year and the Days Cash on Hand of the Obligated Group as 
of the last day of such Fiscal Year is less than 180 Days Cash on Hand for such Fiscal Year or (iii) the Obligated 
Group fails to achieve a Historical Debt Service Coverage Ratio of at least 1.00:1 for two consecutive Fiscal Years. 

Notwithstanding any other provisions of the Master Indenture, in the event that any Member of the 
Obligated Group incurs any Additional Indebtedness for any acquisition, construction, renovation or replacement 
project, the Debt Service Requirements on such Additional Indebtedness and the Revenues and Expenses relating to 
the project or projects financed with the proceeds of such Additional Indebtedness shall be excluded from the 
calculation of the Historical Debt Service Coverage Ratio of the Obligated Group for the purposes of complying 
with the provisions of the Master Indenture summarized under this subheading, until the first full Fiscal Year 
following the later of (i) the estimated completion of the acquisition, construction, renovation or replacement project 
being paid for with the proceeds of such Additional Indebtedness provided that such completion occurs no later than 
six months following the completion date for such project set forth in the Consultant’s report described in (A) 
below, or (ii) the first full year in which Stable Occupancy is achieved in the case of the construction, renovation or 
replacement of elderly housing facilities financed with the proceeds of such Additional Indebtedness, which Stable 
Occupancy shall be projected in the report of the Consultant referred to in paragraph (A) below to occur no later 
than during the fifth full Fiscal Year following the incurrence of such Additional Indebtedness, or (iii) the end of the 
fifth full Fiscal Year after the incurrence of such Additional Indebtedness (the period commencing on the date of the 
incurrence of such Additional Indebtedness and ending on the later of (i), (ii) or (iii) above is hereinafter referred to 
as the “Start-Up Period”) if the following conditions are met: 

(A) there is delivered to the Master Trustee a report or opinion of a Consultant to the effect that the 
Projected Debt Service Coverage Ratio for each of the first two full Fiscal Years following the Start-Up Period, will 
be not less than 1.20:1 after giving effect to the incurrence of such Additional Indebtedness and the application of 
the proceeds thereof; provided, however, that in the event that a Consultant shall deliver a report to the Master 
Trustee to the effect that state or Federal laws or regulations or administrative interpretations of such laws or 
regulations then in existence do not permit or by their application make it impracticable for Members to produce the 
required ratio, then such ratio shall be reduced to the highest practicable ratio then permitted by such laws or 
regulations but in no event less than 1.00:1; provided, however, that in the event a Consultant’s report is not required 



C-23 

to incur such Additional Indebtedness, the Obligated Group may deliver an Officer’s Certificate to the Master 
Trustee in lieu of the Consultant’s report described in this subparagraph (A); and 

(B) During the Start-Up Period (i) the interest on such Additional Indebtedness and any projected 
start-up losses during the Start-Up Period is funded from the proceeds of Additional Indebtedness or other funds 
designated by the Obligated Group, and continues to be available for such purposes during the Start-Up Period,  and 
(ii) no principal of such Additional Indebtedness shall be payable during the Start-Up Period, excluding any 
Additional Indebtedness which may become due as the result of the collection of Entrance Fees during the Start-Up 
Period. If the conditions of this paragraph (B) are not satisfied because interest is not funded through the end of the 
Start-Up Period or because principal is due by maturity or bond sinking fund redemption prior to the end of the 
Start-Up Period, the provisions of the preceding subparagraph shall apply only during the portion of the Start-Up 
Period for which interest has been funded and no principal payments are due. 

DAMAGE OR DESTRUCTION 

Each Member agrees to notify the Master Trustee immediately in the case of the destruction of its Facilities 
or any portion thereof as a result of fire or other casualty, or any damage to such Facilities or portion thereof as a 
result of fire or other casualty, the Net Proceeds of which are estimated to exceed the greater of (i) 3% of the Book 
Value or, at the option of the Obligated Group Representative, the Current Value of the Property, Plant and 
Equipment of the Obligated Group or (ii) $1,000,000 plus an amount equal to $1,000,000 multiplied by a percentage 
equal to the aggregate percentage increase or decrease in the Construction Index from its level as of July 15, 2005.  
Each Member irrevocably assigns to the Master Trustee, as its interests may appear, all right, title and interest of 
such Member in and to any Net Proceeds relating to such damage or destruction, which exceeds the greater of (i) 3% 
of the Book Value or, at the option of the Obligated Group Representative, the Current Value of the Property, Plant 
and Equipment of the Obligated Group or (ii) $1,000,000 plus an amount equal to $1,000,000 multiplied by a 
percentage equal to the aggregate percentage increase or decrease in the Construction Index from its level as of 
July 15, 2005.  Such Net Proceeds shall be initially paid to the Master Trustee for disbursement or use as provided 
by the Master Indenture.  If such Net Proceeds do not exceed the greater of (i) 3% of the Book Value or, at the 
option of the Obligated Group Representative, the Current Value of the Property, Plant and Equipment of the 
Obligated Group or (ii) $1,000,000, plus an amount equal to $1,000,000 multiplied by a percentage equal to the 
aggregate percentage increase or decrease in the Construction Index from its level as of July 15, 2005, such Net 
Proceeds may be paid directly to the Member suffering such casualty or loss.  The Members covenant that they will 
expend or contract to expend an amount not less than the amount of any such Net Proceeds within 24 months after 
receipt thereof to (i) repair, replace or restore the damaged or destroyed facilities, (ii) acquire or construct additional 
capital assets for any one or more Members, or (iii) prepay Obligations or repay the principal portion of any 
Indebtedness incurred by any one or more Members of the Obligated Group to acquire or construct capital assets or 
refinance Indebtedness incurred for such purpose. 

In the event such Net Proceeds exceed the greater of (i) 3% of the Book Value or, at the option of the 
Obligated Group Representative, the Current Value of the Property, Plant and Equipment of the Obligated Group or 
(ii) $1,000,000, the Member suffering such casualty or loss shall within 12 months after the date on which the Net 
Proceeds are finally determined, elect by written notice to the Master Trustee one of the following three options: 

 (a) Option A—Repair and Restoration.  Such Member may elect to replace, repair, 
reconstruct, restore or improve any of the Facilities of the Obligated Group or acquire additional Facilities 
for the Obligated Group or repay Indebtedness incurred for any such purpose pending the receipt of such 
Net Proceeds.  In such event an amount equal to the Net Proceeds of any insurance relating thereto shall be 
deposited, when received, with the Master Trustee and such Member shall proceed forthwith to replace, 
repair, reconstruct, restore or improve Facilities of the Obligated Group or to acquire additional Facilities 
and will apply the Net Proceeds of any insurance relating to such damage or destruction received from the 
Master Trustee to the payment or reimbursement of the costs of such replacement, repair, reconstruction, 
restoration, improvement or acquisition or to the repayment of such Indebtedness.  So long as the Members 
are not in default under the Master Indenture, any Net Proceeds of insurance relating to such damage or 
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destruction received by the Master Trustee shall be released from time to time by the Master Trustee to 
such Member upon the receipt by the Master Trustee of: 

 (1) the Written Request of such Member specifying the expenditures made or to be 
made or the Indebtedness incurred in connection with such replacement, repair, reconstruction, 
restoration, improvement or acquisition and stating that such Net Proceeds, together with any 
other moneys legally available for such purposes, will be sufficient to complete such replacement, 
repair, reconstruction, restoration, improvement or acquisition; and 

 (2) if such expenditures were or are to be made or such Indebtedness was incurred 
for the construction or renovation of Facilities, the written approval of such Written Request by an 
Independent Architect. 

It is further understood and agreed that in the event such Member shall elect this Option A, such 
Member shall complete the replacement, repair, reconstruction, restoration, improvement and acquisition of 
the Facilities, whether or not the Net Proceeds of insurance received for such purposes are sufficient to pay 
for the same. 

 (b) Option B—Prepayment of Obligations.  Subject to the obligations of the Members 
summarized under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — 
COVENANTS AS TO CORPORATE EXISTENCE, MAINTENANCE OF PROPERTIES, AND SIMILAR MATTERS; RIGHT 
OF CONTEST,” such Member may elect to have all of the Net Proceeds payable as a result of such damage 
or destruction applied to the prepayment of the Obligations.  In such event such Member shall, in its notice 
of election to the Master Trustee, direct the Master Trustee to apply such Net Proceeds, when and as 
received, to the prepayment of Obligations in accordance with the provisions of the Master Indenture. 

 (c) Option C—Partial Restoration and Partial Prepayment of Obligations.  Such Member 
may elect to have a portion of such Net Proceeds applied to the replacement, repair, reconstruction, 
restoration and improvement of the Facilities of the Obligated Group or the acquisition of additional 
Facilities for the Obligated Group or the repayment of Indebtedness incurred for any such purpose pending 
the receipt of such Net Proceeds with the remainder of such Net Proceeds to be applied to prepay 
Obligations, in which event such Net Proceeds to be used for replacement, repair, reconstruction, 
restoration, improvement and acquisition shall be applied as set forth in subparagraph (a) above and such 
Net Proceeds to be used for prepayment of the Obligations shall be applied as set forth in subparagraph (b) 
above. 

CONDEMNATION 

The Master Trustee shall cooperate fully with the Members in the handling and conduct of any prospective 
or pending condemnation proceedings with respect to their Facilities or any part thereof.  Each Member irrevocably 
assigns to the Master Trustee, as its interests may appear, all right, title and interest of such Member in and to any 
Net Proceeds of any award, compensation or damages payable in connection with any such condemnation or taking, 
or payment received in a sale transaction consummated under threat of condemnation (any such award, 
compensation, damages or payment being hereinafter referred to as an “award”), which exceeds the greater of 
(i) 3% of the Book Value or, at the option of the Obligated Group Representative, the Current Value of the Property, 
Plant and Equipment of the Obligated Group or (ii) $1,000,000 plus an amount equal to $1,000,000 multiplied by a 
percentage equal to the aggregate percentage increase or decrease in the Construction Index from its level as of 
July 15, 2005.  Such Net Proceeds shall be initially paid to the Master Trustee for disbursement or use as hereinafter 
provided.  If such Net Proceeds do not exceed the greater of (i) 3% of the Book Value or, at the option of the 
Obligated Group Representative, the Current Value of the Property, Plant and Equipment of the Obligated Group or 
(ii) $1,000,000 plus an amount equal to $1,000,000 multiplied by a percentage equal to the aggregate percentage 
increase or decrease in the Construction Index from its level as of July 15, 2005, such Net Proceeds may be paid to 
the Member in question.  The Members covenant that they will expend or contract to expend an amount not less than 
the amount of any such Net Proceeds within 24 months of the receipt thereof to (i) restore, replace or repair the 
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condemned Facilities, (ii) acquire or construct additional capital assets, or (iii) prepay Obligations or repay the 
principal portion of Indebtedness incurred by one or more Members of the Obligated Group to acquire or construct 
capital assets or to refinance Indebtedness incurred for such purpose. 

In the event such Net Proceeds exceed the greater of (i) 3% of the Book Value or, at the option of the 
Obligated Group Representative, the Current Value of the Property, Plant and Equipment of the Obligated Group or 
(ii) $1,000,000 plus an amount equal to $1,000,000 multiplied by a percentage equal to the aggregate percentage 
increase or decrease in the Construction Index from its level as of July 15, 2005, the Member in question shall 
within 12 months after the date on which the Net Proceeds are finally determined elect by written notice of such 
election to the Master Trustee one of the following three options: 

 (a) Option A—Repairs and Improvements.  The Member may elect to use the Net Proceeds 
of the award for restoration or replacement of or repairs and improvements to the Facilities of the Obligated 
Group or the acquisition of additional Facilities for the Obligated Group or the repayment of Indebtedness 
incurred for any such purpose pending the receipt of such Net Proceeds.  In such event, so long as the 
Obligated Group is not in default under the Master Indenture, such Member shall have the right to receive 
such Net Proceeds from the Master Trustee from time to time upon the receipt by the Master Trustee of: 

 (1) the Written Request of such Member specifying the expenditures made or to be 
made or the Indebtedness incurred in connection with such restoration, replacement, repairs, 
improvements and acquisitions and stating that such Net Proceeds, together with any other 
moneys legally available for such purposes, will be sufficient to complete such restoration, 
replacement, repairs, improvements and acquisition; and 

 (2) if such expenditures were or are to be made or such Indebtedness was incurred 
for the construction or renovation of Facilities, the written approval of such Written Request by an 
Independent Architect. 

 (b) Option B—Prepayment of Obligations.  Subject to the obligation of such Member 
summarized under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — 
COVENANTS AS TO CORPORATE EXISTENCE, MAINTENANCE OF PROPERTIES, AND SIMILAR MATTERS; RIGHT 
OF CONTEST,” such Member may elect to have such Net Proceeds of the award applied to the prepayment 
of the Obligations.  In such event such Member shall, in its notice of election to the Master Trustee, direct 
the Master Trustee to apply such Net Proceeds, when and as received, to the prepayment of Obligations in 
accordance with the provisions of the Master Indenture. 

 (c) Option C—Partial Restoration and Partial Prepayment of Obligations.  Such Member 
may elect to have a portion of such Net Proceeds of the award applied to the repair, replacement, 
restoration and improvement of the Facilities of the Obligated Group or the acquisition of additional 
Facilities for the Obligated Group or the repayment of Indebtedness incurred for any such purpose pending 
the receipt of such Net Proceeds, with the remainder of such Net Proceeds to be applied to the prepayment 
of Obligations, in which event such Net Proceeds to be used for repair, replacement, restoration, 
improvement and acquisition shall be applied as set forth in subparagraph (a) above and such Net Proceeds 
to be used for prepayment of the Obligations shall be applied as set forth in subparagraph (b) above. 

OTHER PROVISIONS WITH RESPECT TO NET PROCEEDS 

Amounts received by the Master Trustee in respect of any awards shall, at the Written Request of the 
Obligated Group Representative, be deposited with the Master Trustee in a special trust account and be invested or 
reinvested by the Master Trustee as directed in writing by the Obligated Group Representative in Permitted 
Investments subject to any Member’s right to receive the same pursuant to the Master Indenture.  If any Member 
elects to repair and replace facilities under the Master Indenture, any amounts in respect of such Net Proceeds not so 
paid to such Member shall be used to prepay Obligations.  Notwithstanding anything in the Master Indenture to the 
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contrary, any moneys on deposit with the Master Trustee shall be invested in accordance with, and subject to the 
terms of, the Tax Exemption Agreement to the extent applicable. 

FINANCIAL STATEMENTS AND RELATED MATTERS 

 (a) The Members covenant that they will keep or cause to be kept proper books of records and accounts 
in which full, true and correct entries will be made of all dealings or transactions of or in relation to the business and 
affairs of the Obligated Group in accordance with generally accepted principles of accounting consistently applied 
except as may be disclosed in the notes to the audited financial statements referred to in subparagraph (b) below.  To 
the extent that generally accepted accounting principles would require consolidation of certain financial information 
of entities which are not Members of the Obligated Group with financial information of one or more Members, 
consolidated financial statements prepared in accordance with generally accepted accounting principles which 
include information with respect to entities which are not Members of the Obligated Group may be delivered in 
satisfaction of the requirements of the Master Indenture summarized under this caption so long as: (i) supplemental 
information in sufficient detail to separately identify the information with respect to the Members of the Obligated 
Group is delivered to the Master Trustee with the audited financial statements; (ii) such supplemental information 
has been subjected to the auditing procedures applied in the audit of the consolidated financial statements delivered 
to the Master Trustee and, in the opinion of the accountant, is fairly stated in all material respects in relation to the 
consolidated financial statements taken as a whole; and (iii) such supplemental information is used for the purposes 
of the Master Indenture or for any agreement, document or certificate executed and delivered in connection or 
pursuant to the Master Indenture. 

 (b) The Obligated Group Representative will furnish or cause to be furnished to the Master Trustee, each 
Related Bond Trustee, EMMA and the Authority (provided, however, that the Authority will be provided only the 
items set forth in subparagraphs (ii) and (iii) below unless the Authority requests other information being provided 
in accordance with the provisions of the Master Indenture summarized under this subheading), the following 
(provided the Master Trustee shall have no obligation to review any such information): 

 (i)  Beginning with the fiscal quarter ending December 31, 2017, (A) quarterly unaudited 
financial statements of the Obligated Group and (B) a quarterly unaudited financial report showing 
consolidated financial information for the Corporation and each Affiliate of the Corporation (on an 
aggregate basis), in each case, as soon as practicable after they are available but in no event more than 
45 days after the completion of the first three fiscal quarters of each Fiscal Year and in no event more than 
60 days after the completion of the fourth fiscal quarter of each Fiscal Year, including a combined or 
combining statement of revenues and expenses and statement of cash flows of the Obligated Group during 
such period, a combined or combining balance sheet as of the end of each such fiscal quarter, and a 
calculation of Days Cash on Hand, and Historical Debt Service Coverage Ratio, if required to be calculated 
or submitted for such fiscal quarter by the Master Indenture, all prepared in reasonable detail and certified, 
subject to year-end adjustment, by an officer of the Obligated Group Representative. 

 (ii) If the Historical Debt Service Coverage Ratio of the Obligated Group for any Fiscal Year 
is less than 1.00:1 and the Days Cash on Hand of the Obligated Group is less than the Liquidity 
Requirement for any Testing Date (as defined under “LIQUIDITY COVENANT” below) as provided in the 
Master Indenture, the Obligated Group will deliver the financial information and the calculations described 
in paragraph (i) above on a monthly basis until the Historical Debt Service Coverage Ratio of the Obligated 
Group is at least 1.00:1 and the Days Cash on Hand of the Obligated Group is at least equal to the Liquidity 
Requirement. 

 (iii) Within 150 days of the end of each Fiscal Year, (A) an annual audited financial report of 
the Obligated Group and (B) an annual audited financial report showing consolidating financial information 
for all other Affiliates of the Corporation, in each case, prepared by a firm of certified public accountants, 
including a combined and an unaudited combining balance sheet as of the end of such Fiscal Year and a 
combined and an unaudited combining statement of changes in fund balances for such Fiscal Year and a 
combined and an unaudited combining statement of revenues and expenses for such Fiscal Year, showing 
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in each case in comparative form the financial figures for the preceding Fiscal Year, together with a 
separate written statement of the accountants preparing such report containing calculations of the Obligated 
Group’s Days Cash on Hand and Historical Debt Service Coverage Ratio, if required to be calculated for 
such Fiscal Year by the Master Indenture, as of the last day of such Fiscal Year and a statement that such 
accountants have no knowledge of any default under the Master Indenture, or if such accountants shall have 
obtained knowledge of any such default or defaults under the Master Indenture, they shall disclose in such 
statement the default or defaults and the nature thereof. 

 (iv) On or before the date of delivery of the financial reports referred to in subsection (iii) 
above, an Officer’s Certificate of the Obligated Group Representative (A) stating that the Obligated Group 
is in compliance with all of the terms, provisions and conditions of the Master Indenture or if not, 
specifying all such defaults and the nature thereof, and (B) calculating and certifying the Days Cash on 
Hand and Historical Debt Service Coverage Ratio, if required to be calculated for such Fiscal Year by the 
Master Indenture, as of the end of such fiscal period or Fiscal Year, as appropriate. 

 (v) Within 45 days of the end of each Fiscal Year, the Obligated Group Representative shall 
deliver a summary of the operating and capital budgets for the Fiscal Year.  In addition, copies of (A) any 
board-approved revisions to the annual budgets provided pursuant to the preceding sentence or (B) any 
correspondence to or from the Internal Revenue Service questioning or contesting the status of a Member 
as an organization described in Section 501(c)(3) of the Code or with respect to the tax-exempt status of 
any Related Bonds the interest on which is excludable from the gross income of the owners thereof for 
federal income tax purposes, promptly upon receipt. 

 (c) The Obligated Group Representative will furnish or cause to be furnished to the Master Trustee or 
any Related Bond Trustee such additional information as the Master Trustee or any Related Bond Trustee may 
reasonably request concerning any Member in order to enable the Master Trustee or such Related Bond Trustee to 
determine whether the covenants, terms and provisions of the Master Indenture have been complied with by the 
Members and for that purpose all pertinent books, documents and vouchers relating to the business, affairs and 
Property (other than patient, donor and personnel records) of the Members shall, to the extent permitted by law, at 
all times during regular business hours be open to the inspection of such accountant or other agent (who may make 
copies of all or any part thereof) as shall from time to time be designated by the Master Trustee or such Related 
Bond Trustee. 

 (d) The Members also agree that, within 10 days after its receipt thereof, the Obligated Group 
Representative will file with the Master Trustee, the Authority and all Bondholders who request such reports in 
writing (which written request shall include a certification as to such ownership) a copy of each Consultant’s report 
or counsel’s opinion required to be prepared under the terms of the Master Indenture. 

 (e) The Obligated Group Representative shall give prompt written notice of a change of accountants by 
the Obligated Group to the Master Trustee and each Related Bond Trustee.  The notice shall state (i) the effective 
date of such change; (ii) whether there were any unresolved disagreements with the former accountants on any 
matter of accounting principles or practices, financial statement disclosure, or auditing scope or procedure, which 
the accountants claimed would have caused them to refer to the disagreement in a report on the disputed matter, if it 
was not resolved to their satisfaction; and (iii) such additional information relating thereto as such Related Bond 
Trustee or the Master Trustee may reasonably request. 

 (f) Without limiting the foregoing, each Member will permit, upon reasonable notice, the Master 
Trustee or any such Related Bond Trustee (or such persons as they may designate) to visit and inspect, at the 
expense of such Person, its Property and to discuss the affairs, finances and accounts of the Obligated Group with its 
officers and independent accountants, all at such reasonable times and locations and as often as the Master Trustee 
or such Related Bond Trustee may reasonably desire. 

 (g) The Obligated Group Representative may designate a different Fiscal Year for the Members of the 
Obligated Group by delivering a notice to the Master Trustee designating the first and last day of such new Fiscal 
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Year and whether or not there will be any interim fiscal period (the “Interim Period”) of a duration of greater than 
or less than 12 months preceding such new Fiscal Year.  The Members covenant that they will furnish to the Master 
Trustee and each Related Bond Trustee, as soon as practicable after they are available, but in no event more than 
150 days after the last day of such Interim Period, a financial report for such Interim Period certified by a firm of 
independent certified public accountants selected by the Obligated Group Representative covering the operations of 
the Obligated Group for such Interim Period and containing a combined balance sheet as of the end of such Interim 
Period and a combined statement of changes in fund balances and changes in financial position for such Interim 
Period and a combined statement of revenues and expenses for such Interim Period, showing in each case in 
comparative form the financial figures for the comparable period in the preceding Fiscal Year, together with a 
separate written statement of the accountants preparing such report containing a calculation of the Obligated 
Group’s Historical Debt Service Coverage Ratio for the Interim Period and a statement that such accountants have 
obtained no knowledge of any default by any Member in the fulfillment of any of the terms, covenants, provisions or 
conditions of the Master Indenture, or if such accountants shall have obtained knowledge of any such default or 
defaults, they shall disclose in such statement the default or defaults and the nature thereof (but such accountants 
shall not be liable directly or indirectly to anyone for failure to obtain knowledge of any default). 

PERMITTED ADDITIONAL INDEBTEDNESS 

Subject to the last paragraph summarized under this caption, so long as any Obligations are Outstanding, 
the Obligated Group will not incur any Additional Indebtedness (whether or not incurred through the issuance of 
Additional Obligations) other than: 

 (A) Funded Indebtedness, if prior to incurrence thereof or, if such Funded Indebtedness was 
incurred in accordance with another subsection set forth below and any Member wishes to have such 
Indebtedness classified as having been issued under this subsection (A), prior to such classification, there is 
delivered to the Master Trustee: 

 (i) An Officer’s Certificate stating that the Historical Pro Forma Debt Service 
Coverage Ratio of the Obligated Group for the most recent Fiscal Year preceding the date of 
delivery of the report for which combined financial statements reported upon by independent 
certified public accountants are available was not less than 1.20:1; or 

 (ii) (a) An Officer’s Certificate stating that the Historical Debt Service Coverage 
Ratio of the Obligated Group for the most recent Fiscal Year preceding the date of delivery of the 
report for which combined financial statements reported upon by independent certified public 
accountants are available was not less than 1.20:1; and (b) a written Consultant’s report (which 
report is acceptable to the Master Trustee) to the effect that the Projected Debt Service Coverage 
Ratio of the Obligated Group is not less than 1.25:1 for the next succeeding Fiscal Year following 
the later of (I) the estimated completion of the acquisition, construction, renovation or replacement 
being paid for with the proceeds of such Additional Indebtedness, or (II) the first full Fiscal Year 
following Stable Occupancy in the case of construction, renovation or replacement of elderly 
housing facilities being financed with the proceeds of such Additional Indebtedness, which Stable 
Occupancy shall be projected to occur no later than during the fourth full Fiscal Year following 
the incurrence of such Additional Indebtedness, or (III) the Fiscal Year in which such Funded 
Indebtedness for other purposes is being incurred; provided that such report shall include forecast 
balance sheets, statements of revenues and expenses and statements of changes in financial 
position for such Fiscal Year and a statement of the relevant assumptions upon which such 
forecasted statements are based, which financial statements must indicate that sufficient revenues 
and cash flow could be generated to pay the operating expenses of the Obligated Group’s 
proposed and existing Facilities and the debt service on the Obligated Group’s other existing 
Indebtedness during such Fiscal Year. 

 (B) Completion Funded Indebtedness if there is delivered to the Master Trustee: (i) an 
Officer’s Certificate of the Member for whose benefit such Indebtedness is being issued stating that at the 
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time the original Funded Indebtedness for the Facilities to be completed was incurred, such Member had 
reason to believe that the proceeds of such Funded Indebtedness together with other moneys then expected 
to be available would provide sufficient moneys for the completion of such Facilities, (ii) a statement of an 
independent architect or an expert acceptable to the Master Trustee setting forth the amount estimated to be 
needed to complete the Facilities, and (iii) an Officer’s Certificate of such Member stating that the proceeds 
of such Completion Funded Indebtedness to be applied to the completion of the Facilities, together with a 
reasonable estimate of investment income to be earned on such proceeds and available to pay such costs, 
the amount of moneys, if any, committed to such completion from available cash or marketable securities 
and reasonably estimated earnings thereon, enumerated loans from Affiliates or bank loans (including 
letters or lines of credit) and federal or state grants reasonably expected to be available, will be in an 
amount not less than the amount set forth in the statement of an Independent Architect or other expert, as 
the case may be, referred to in (ii), which amount shall be no more than 10% of Funded Indebtedness 
originally incurred to finance the construction of such Facilities. 

 (C) Funded Indebtedness for the purpose of refunding (whether in advance or otherwise, 
including without limitation refunding through the issuance of Cross-over Refunding Indebtedness) any 
outstanding Funded Indebtedness if prior to the incurrence thereof an Officer’s Certificate of a Member is 
delivered to the Master Trustee stating that, taking into account the issuance of the proposed Funded 
Indebtedness and the application of the proceeds thereof and any other funds available to be applied to such 
refunding, the Maximum Annual Debt Service Requirement of the Obligated Group will not be increased 
by more than 10%. 

 (D) Short-Term Indebtedness (other than accounts payable under subsection (I) below), in a 
total principal amount which at the time incurred does not, together with the principal amount of all other 
such Short-Term Indebtedness of the Obligated Group then outstanding under the provisions of the Master 
Indenture summarized in this subsection (D) but excluding the principal payable on all Funded 
Indebtedness during the next succeeding 12 months and also excluding such principal to the extent that 
amounts are on deposit in an irrevocable escrow and such amounts (including, where appropriate, the 
earnings or other increments to accrue thereon) are required to be applied to pay such principal and such 
amounts so required to be applied are sufficient to pay such principal, exceed 10% of the Revenues of the 
Obligated Group for the most recent Fiscal Year for which financial statements reported upon by 
independent certified public accountants are available; provided, however, that for a period of 20 
consecutive calendar days in each Fiscal Year the total amount of such Short-Term Indebtedness of the 
Obligated Group outstanding under the provisions of the Master Indenture summarized in this 
subsection (D) shall be not more than 5% of the Revenues of the Obligated Group during the preceding 
Fiscal Year plus such additional amount as the Obligated Group Representative certifies in an Officer’s 
Certificate is (a) attributable to Short-Term Indebtedness incurred to offset a temporary delay in the receipt 
of funds due from third-party payors and (b) in the minimum amount reasonably practicable taking into 
account such delay.  For the purposes of this subsection, Short-Term Indebtedness shall not include 
overdrafts to banks to the extent there are immediately available funds of the Obligated Group sufficient to 
pay such overdrafts and such overdrafts are incurred and corrected in the normal course of business. 

 (E) Balloon Indebtedness if: 

 (i) the conditions set forth in subparagraph (A) under this subheading are met for 
any Fiscal Year in which 25% or more of the original principal amount of such Balloon 
Indebtedness may come due when it is assumed that (a) the portion of Balloon Indebtedness which 
may come due in such Fiscal Year matures over 30 years from the date of issuance of the such 
Indebtedness, bears interest on the unpaid balance at the Projected Rate and is payable on a level 
annual debt service basis over a period of no more than 30 years, or 

 (ii) the aggregate principal amount of all Put Indebtedness issued pursuant to this 
subparagraph (E) does not exceed 10% of the Revenues of the Obligated Group for the most 
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recent Fiscal Year for which financial statements reported upon by independent certified public 
accountants are available. 

 (F) Put Indebtedness if: 

 (i) the conditions set forth in subparagraph (A) under this subheading are met for 
any Fiscal Year in which 25% or more of the original principal amount of such Put Indebtedness 
may come due when it is assumed that (a) the portion of Put Indebtedness which may come due in 
such Fiscal Year matures over 30 years from the date of issuance of the such Indebtedness, bears 
interest on the unpaid balance at the Projected Rate and is payable on a level annual debt service 
basis over a period of no more than 30 years, or 

 (ii) the aggregate principal amount of all Balloon Indebtedness issued pursuant to 
this this subparagraph (F) does not exceed 10% of the Revenues of the Obligated Group for the 
most recent Fiscal Year for which financial statements reported upon by independent certified 
public accountants are available. 

 (G) Liabilities for contributions to self-insurance or shared or pooled-risk insurance programs 
required or permitted to be maintained under the Master Indenture. 

 (H) Indebtedness consisting of accounts payable incurred in the ordinary course of business 
or other Indebtedness not incurred or assumed primarily to assure the repayment of money borrowed or 
credit extended which Indebtedness is incurred in the ordinary course of business, including but not limited 
to deferred obligations for the refund or repayment of Entrance Fees. 

 (I) Indebtedness incurred in connection with a sale or pledge of accounts receivable with or 
without recourse by any Member consisting of an obligation to repurchase all or a portion of such accounts 
receivable upon certain conditions, provided that the principal amount of such Indebtedness permitted by 
the Master Indenture shall not exceed the aggregate sale price of such accounts receivable received by such 
Member. 

 (J) Non-Recourse Indebtedness, without limit. 

 (K) Extendable Indebtedness if the conditions set forth in subsection (A) above are met when 
it is assumed that (i) such Indebtedness bears interest at the Projected Rate and is amortized on a level debt 
service basis over a term equal to the remaining term of the Extendable Indebtedness or (ii) such 
Indebtedness bears interest at the Projected Rate and is payable in accordance with its actual amortization 
schedule, but only if the debt service on all Indebtedness of the Obligated Group Outstanding when the 
Extendable Indebtedness debt service being calculated is calculated in accordance with this subsection (ii), 
varies by no more than 10% per year. 

 (L) Subordinated Indebtedness, without limit. 

 (M) Commitment Indebtedness, without limit. 

 (N) [Reserved]. 

 (O) Indebtedness the principal amount of which at the time incurred, together with the 
aggregate principal amount of all other Indebtedness then outstanding which was issued pursuant to the 
provisions of this subsection (O) and which has not been subsequently reclassified as having been issued 
under subsection (A), (D), (E) or (F) above, does not exceed 10% of the Revenues of the Obligated Group 
for the latest preceding Fiscal Year for which financial statements reported upon by independent certified 
public accountants are available; provided, however, that the total amount of all Indebtedness outstanding 
which was issued pursuant to the provisions of subsections (D), (E)(ii), (F)(iii) and this subsection (O) shall 
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not exceed 15% of the Revenues of the Obligated Group for the most recent Fiscal Year for which financial 
statements reported on by independent certified public accountants are available. 

It is agreed and understood by the parties to the Master Indenture that various types of Indebtedness may be 
incurred under any of the above-referenced subsections with respect to which the tests set forth in such subsection 
are met and need not be incurred under only a subsection specifically referring to such type of Indebtedness (e.g., 
Balloon Indebtedness and Put Indebtedness may be incurred under subsection (A) above if the tests therein are 
satisfied). 

Each Member covenants that Indebtedness of the type permitted to be incurred under subsection (I) above 
will not be allowed to become overdue for a period in excess of that which is ordinary for similar institutions 
without being contested in good faith and by appropriate proceedings. 

Each Member covenants that prior to the incurrence of Indebtedness by such Member for money borrowed 
or credit extended, or the equivalent thereof, after the date of issuance of the Series 2005 Obligations, it will deliver 
to the Master Trustee an Officer’s Certificate which identifies the Indebtedness incurred, identifies the subsection 
described under this caption pursuant to which such Indebtedness was incurred, demonstrates compliance with the 
provisions of such subsection and attaches a copy of the instrument evidencing such Indebtedness; provided, 
however, that this requirement shall not apply to Indebtedness incurred pursuant to subsection (G) or (H) above. 

Each Member agrees that, prior to incurring Additional Indebtedness for money borrowed from or credit 
extended by entities other than Related Issuers, sellers of real or personal property for purchase money debt, lessors 
of such property or banks or other institutional lenders, it will provide the Master Trustee with an opinion of 
Independent Counsel acceptable to the Master Trustee to the effect that, to such counsel’s knowledge, such Member 
has complied in all material respects with all applicable state and federal laws regarding the sale of securities in 
connection with the incurrence of such Additional Indebtedness (including the issuance of any securities or other 
evidences of indebtedness in connection therewith) and such counsel has no reason to believe that a right of 
rescission under such laws exists on the part of the entities to which such Additional Indebtedness is to be incurred. 

The provisions of the Master Indenture notwithstanding, the Members of the Obligated Group may not 
incur any Additional Indebtedness the proceeds of which will be used for the acquisition of real Property or the 
construction of any Facilities unless the right, title and interest in any assets to be financed or refinanced with the 
proceeds of such Additional Indebtedness and the real estate upon which such assets will be located have been 
mortgaged and assigned to the Master Trustee pursuant to a mortgage or deed of trust in substantially the form of the 
Mortgage and such assets and real estate are not subject to any other Lien except for Permitted Encumbrances. 

CALCULATION OF DEBT SERVICE AND DEBT SERVICE COVERAGE 

The various calculations of the amount of Indebtedness of a Person, the amortization schedule of such 
Indebtedness and the debt service payable with respect to such Indebtedness required under certain provisions of the 
Master Indenture shall be made in a manner consistent with that described under the caption “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE — PERMITTED ADDITIONAL INDEBTEDNESS” above and under this 
caption.  In the case of Balloon or Put Indebtedness issued pursuant to subsection (E) or (F) under the caption 
“PERMITTED ADDITIONAL INDEBTEDNESS,” unless such Indebtedness is reclassified pursuant to the provisions 
summarized under this caption as having been issued pursuant to another subsection under the caption “SUMMARY 
OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — PERMITTED ADDITIONAL INDEBTEDNESS,” the amortization 
schedule of such Indebtedness and the debt service payable with respect to such Indebtedness for future periods shall 
be calculated on the assumption that such Indebtedness is being issued simultaneously with such calculation.  With 
respect to Put Indebtedness, if the option of the holder to require that such Indebtedness be paid, purchased or 
redeemed prior to its stated maturity date, or if the requirement that such Indebtedness be paid, purchased or 
redeemed prior to its stated maturity date (other than at the option of such holder and other than pursuant to any 
mandatory sinking fund or any similar fund), has expired or lapsed as of the date of calculation, such Put 
Indebtedness shall be deemed payable in accordance with its terms. 
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In determining the amount of debt service payable on Indebtedness in the course of the various calculations 
required under certain provisions of the Master Indenture, if the terms of the Indebtedness being considered are such 
that interest thereon for any future period of time is expressed to be calculated at a varying rate per annum, a 
formula rate or a fixed rate per annum based on a varying index, then for the purpose of making such determination 
of debt service, interest on such Indebtedness for such period (the “Determination Period”) shall be computed by 
assuming that the rate of interest applicable to the Determination Period is equal to the average of the rate of interest 
(calculated in the manner in which the rate of interest for the Determination Period is expressed to be calculated) 
which was in effect on the last date of each of the twelve full calendar months immediately preceding the month in 
which such calculation is made; provided that if the index or other basis for calculating such interest was not in 
existence for at least twelve full calendar months next preceding the date of calculation, the rate of interest for such 
period shall be deemed to be the average rate of interest that was in effect on the last day of each full calendar month 
next preceding the date of calculation; and if the average rate of interest borne by such Indebtedness for such shorter 
period cannot be calculated, the rate of interest for such period shall be deemed to be the Projected Rate.  No debt 
service shall be deemed payable upon the exercise by a holder of Extendable Indebtedness of the option to tender 
such Indebtedness for payment. 

Obligations issued to secure Indebtedness permitted to be incurred under the provisions of the Master 
Indenture summarized above under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — 
PERMITTED ADDITIONAL INDEBTEDNESS” shall not be treated as Additional Indebtedness in a manner which would 
require such Indebtedness to be included more than one time in the calculations performed under the Master 
Indenture. 

No debt service shall be deemed payable with respect to Commitment Indebtedness until such time as 
funding occurs under the commitment which gave rise to such Commitment Indebtedness.  From and after such 
funding, the amount of such debt service shall be calculated in accordance with the actual amount required to be 
repaid on such Commitment Indebtedness and the actual interest rate and amortization schedule applicable thereto.  
No Additional Indebtedness shall be deemed to arise when any funding occurs under any such commitment or any 
such commitment is renewed upon terms which provide for substantially the same terms of repayment of amounts 
disbursed pursuant to such commitment as obtained prior to such renewal.  In addition, no Additional Indebtedness 
shall be deemed to arise when Indebtedness which bears interest at a variable rate of interest is converted to 
Indebtedness which bears interest at a fixed rate or the method of computing the variable rate on such Indebtedness 
is changed or the terms upon which Indebtedness, if Put Indebtedness, may be or is required to be tendered for 
purchase are changed, if such conversion or change is in accordance with the provisions applicable to such variable 
rate Indebtedness or Put Indebtedness in effect immediately prior to such conversion or change. 

Balloon Indebtedness incurred as provided under subsection (B) or (N) under the caption “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE — PERMITTED ADDITIONAL INDEBTEDNESS,” unless reclassified 
pursuant to the provisions summarized under this subheading, shall be deemed to be payable in accordance with the 
assumptions set forth in subsection (E)(i) under the subheading “SUMMARY OF CERTAIN PROVISIONS OF THE 
MASTER INDENTURE — PERMITTED ADDITIONAL INDEBTEDNESS.”    Put Indebtedness incurred as provided under 
subsection (B) or (N) under the subheading “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 
PERMITTED ADDITIONAL INDEBTEDNESS,” unless reclassified pursuant to the provisions summarized under this 
subheading, shall be deemed to be payable in accordance with the assumptions set forth in subsection (F)(i) under 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — PERMITTED ADDITIONAL INDEBTEDNESS.” 

For the purpose of determining whether any particular Guaranty may be incurred, it shall be assumed that 
100% of the Indebtedness guaranteed is Funded Indebtedness of the guarantor under such Guaranty.  For the 
purpose of calculating any historical Debt Service Requirements, the guarantor’s Debt Service Requirements under a 
Guaranty shall be deemed to be the actual amount paid on such Guaranty by the guarantor.  For any other purpose, a 
guarantor shall be considered liable only for 20% of the annual debt service requirement on the Indebtedness 
guaranteed; provided, however, if the guarantor has been required by reason of its guaranty to make a payment in 
respect of such Indebtedness within the immediately preceding 24 months, the guarantor shall be considered liable 
for 100% of the annual debt service requirement on the Indebtedness guaranteed. 
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For purposes of the various calculations required under the Master Indenture for Capitalized Leases, the 
Capitalized Rentals under a Capitalized Lease at the time of such calculation shall be deemed to be the principal 
payable thereon. 

Each Member may elect to have Indebtedness issued pursuant to one provision summarized under the 
caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — PERMITTED ADDITIONAL 
INDEBTEDNESS,” including without limitation subsection (O) under “SUMMARY OF CERTAIN PROVISIONS OF THE 
MASTER INDENTURE — PERMITTED ADDITIONAL INDEBTEDNESS,” reclassified as having been incurred under 
another provision under “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — PERMITTED 
ADDITIONAL INDEBTEDNESS” by demonstrating compliance with such other provision on the assumption that such 
Indebtedness is being reissued on the date of delivery of the materials required to be delivered under such other 
provision including the certification of any applicable Projected Rate.  From and after such demonstration, such 
Indebtedness shall be deemed to have been incurred under the provision with respect to which such compliance has 
been demonstrated until any subsequent reclassification of such Indebtedness. 

Anything in the Master Indenture to the contrary notwithstanding, any portion of any Indebtedness of any 
Member for which an Interest Rate Agreement has been obtained by such Member shall be deemed to bear interest 
for the period of time that such Interest Rate Agreement is in effect at a net rate which takes into account the interest 
payments made by such Member on such Indebtedness and the payments made or received by such Member on such 
Interest Rate Agreement; provided that the long-term credit rating of the provider of such Interest Rate Agreement 
(or any guarantor thereof) is in one of the three highest rating categories of any Rating Agency (without regard to 
any refinements of gradation of rating category by numerical modifier or otherwise) or is at least as high as that of 
the Obligated Group.  For the purposes of determining the Debt Service Requirements for any future period of time 
with respect to any Indebtedness subject to an Interest Rate Agreement satisfying the requirements of the preceding 
sentence (i) if the Member is required to pay a fixed rate of interest under the Interest Rate Agreement, such 
Indebtedness shall be deemed to bear interest at such fixed rates and (ii) if the Member is required to pay interest at 
a variable rate under the Interest Rate Agreement, Debt Service Requirements on such Indebtedness shall be 
calculated in accordance with the second paragraph under this caption.  In addition, so long as any Indebtedness is 
deemed to bear interest at a rate taking into account an Interest Rate Agreement, any payments made by a Member 
on such Interest Rate Agreement shall be excluded from Expenses and any payments received by a Member on such 
Interest Rate Agreement shall be excluded from Revenues, in each case, for all purposes of the Master Indenture. 

SALE, LEASE OR OTHER DISPOSITION OF PROPERTY 

Each Member agrees that it will not, in any consecutive 12-month period, sell, lease or otherwise dispose 
(including without limitation any involuntary disposition) of Property (either real or personal property, including 
cash and investments) unless the Obligated Group Representative determines that the Property has been transferred 
in one or more of the following transfers or other dispositions of Property: 

 (a) In return for other Property of equal or greater value and usefulness; 

 (b) In the ordinary course of business upon fair and reasonable terms; 

 (c) To any Person, if prior to such sale, lease or other disposition there is delivered to the 
Master Trustee an Officer’s Certificate of a Member stating that, in the judgment of the signer, such 
Property has, or within the next succeeding 24 calendar months is reasonably expected to, become 
inadequate, obsolete, worn out, unsuitable, unprofitable, undesirable or unnecessary and the sale, lease or 
other disposition thereof will not impair the structural soundness, efficiency or economic value of the 
remaining Property; 

 (d) From a Member to another Member; 

 (e) Upon fair and reasonable terms no less favorable to the Member than would be obtained 
in a comparable arm’s-length transaction; 
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 (f) The Property sold, leased or otherwise disposed of does not, for any consecutive 
12-month period, exceed 3% of the total Book Value or, at the option of the Obligated Group 
Representative, the Current Value of all Property of the Obligated Group and the Historical Debt Service 
Coverage Ratio was not less than 1.40:1 for the last Fiscal Year for which audited financial statements have 
been delivered to the Master Trustee, and as of the end of the last fiscal quarter for which financial 
statements have been delivered to the Master Trustee as required under the provisions of the Master 
Indenture summarized under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 
— FINANCIAL STATEMENTS AND RELATED MATTERS,” the Obligated Group had not less than 150 Days’ 
Cash on Hand after giving effect to the transaction.  If the Historical Debt Service Coverage Ratio is not 
less than 1.25:1, the foregoing percentage of the total Book Value or Current Value may be increased as 
follows under the following conditions: 

 (i) to 5%, if Days’ Cash on Hand would not be less than 300 after the effect of such 
sale, lease or disposition of assets; or 

 (ii) to 10%, if Days’ Cash on Hand would not be less than 400 after the effect of 
such sale, lease or disposition of assets; or 

 (iii) to 15%, if Days’ Cash on Hand would not be less than 500 after the effect of 
such sale, lease or disposition of assets; 

 (g) To any Person, if such Property consists solely of assets which are specifically restricted 
by the donor or grantor to a particular purpose which is inconsistent with their use for payment on the 
Obligations; and 

 (h) If the amount of such Property sold, leased or otherwise disposed of does not, for any 
consecutive 12-month period, exceed 1% of the total Book Value (or Current Value if the Obligated Group 
Representative so elects) of all Property of the Obligated Group. 

If the Property to be disposed in accordance with the provisions of the Master Indenture summarized under 
this caption is Mortgaged Property, the Master Trustee shall, upon the request of the Obligated Group 
Representative, release such Mortgaged Property from the Mortgage pursuant to the terms of the Mortgage. 

LIENS ON PROPERTY   

The limitation on Liens in the Master Indenture notwithstanding, a Lien on Property of any Member 
securing Indebtedness shall be classified a Permitted Encumbrance (as provided in clause (b) of the definition 
thereof) and therefore be permitted if: 

 (a) such Lien secures Non-Recourse Indebtedness; or 

 (b) (i) after giving effect to such Lien and all other Liens classified as Permitted 
Encumbrances under this subsection (b)(i) the Book Value or, at the option of the Obligated Group 
Representative, the Current Value of the Property of the Obligated Group which is Encumbered is not more 
than 10% of the value of all of the Property of the Obligated Group (calculated on the same basis as the 
value of the Encumbered Property) and (ii) the conditions described in subsection (A) of the provisions of 
the Master Indenture summarized under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE — PERMITTED ADDITIONAL INDEBTEDNESS” are met for allowing the incurrence of one dollar 
of additional Funded Indebtedness. 

RIGHT TO CONSENT 

Each Member shall have the right to agree in any Related Bond Indenture, Related Loan Document or 
Supplemental Master Indenture pursuant to which an Obligation is issued that, so long as any Related Bonds remain 
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outstanding under such Related Bond Indenture or such Obligation remains outstanding, any or all provisions of the 
Master Indenture which provide for approval, consent, direction or appointment by the Master Trustee, provide that 
anything must be satisfactory or acceptable to the Master Trustee, allow the Master Trustee to request anything or 
contain similar provisions granting discretion to the Master Trustee shall be deemed to also require or allow, as the 
case may be, the approval, consent, appointment, satisfaction, acceptance, request or like exercise of discretion by 
the Related Bond Trustee, and that all items required to be delivered or addressed to the Master Trustee under the 
Master Indenture or under the Mortgage shall also be delivered or addressed to the Related Bond Trustee, unless 
waived thereby.  If a Member enters into any such agreements in a Related Bond Indenture, Related Loan Document 
or Supplemental Master Indenture, such agreements shall be deemed to be included in the Master Indenture as if set 
forth in the Master Indenture. 

LIQUIDITY COVENANT 

The Obligated Group covenants that it will calculate the Days Cash on Hand of the Obligated Group as of 
March 31 and September 30 of each calendar year (each such date being a “Testing Date”), commencing with 
March 31, 2018.  The Obligated Group shall deliver an Officer’s Certificate setting forth such calculation as of 
September 30 to the Master Trustee not less than 60 days after such September 30, and include such calculation as 
of March 31 in the Officer’s Certificate delivered pursuant to the provisions of the Master Indenture summarized 
above under “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — FINANCIAL STATEMENTS AND 
RELATED MATTERS.” 

Each Obligated Member is required to conduct its business so that on each Testing Date the Obligated 
Group shall have not less than 150 Days Cash on Hand for each Testing Date (such required level of Days Cash on 
Hand is referred to herein as the “Liquidity Requirement”). 

If the amount of Days Cash on Hand as of any Testing Date is less than the Liquidity Requirement, the 
Obligated Group Representative shall, within 30 days after receipt of the Officer’s Certificate disclosing such 
deficiency, deliver an Officer’s Certificate approved by a resolution of the Governing Body of the Obligated Group 
Representative to the Master Trustee setting forth in reasonable detail the reasons for such deficiency and adopting a 
specific plan setting forth steps to be taken designed to achieve the Liquidity Requirement for future periods. 

If the Obligated Group has not achieved the Liquidity Requirement by the next Testing Date following 
delivery of the Officer’s Certificate required in the preceding paragraph, the Obligated Group Representative shall 
retain a Consultant to make recommendations with respect to the rates, fees and charges of the Obligated Group and 
the Obligated Group’s methods of operation and other factors affecting its financial condition in order to increase 
the Days Cash on Hand to the Liquidity Requirement for future periods. A copy of the Consultant’s report and 
recommendations, if any, shall be filed with each Member, the Master Trustee, each Related Bond Trustee and 
EMMA (in each case, with confidential material redacted as determined by the Obligated Group) within 60 days of 
the date such Consultant is retained.  Each Member of the Obligated Group shall follow each recommendation of the 
Consultant applicable to it to the extent feasible (as determined in the reasonable judgment of the Governing Body 
of the Member) and permitted by law. 

If the Obligated Group is required to retain a Consultant pursuant to the provisions of the preceding 
paragraph, such Consultant shall be retained as set forth in this paragraph.  Within 30 days of delivering the report to 
the Master Trustee stating that the Liquidity Requirement has not been satisfied, the Obligated Group shall select a 
Consultant, will cause a notice of the selection of such Consultant, including the name of such Consultant and a brief 
description of the Consultant, to be filed with EMMA and will cause the Master Trustee to send such notice to the 
holders of all outstanding Obligations.  Such notice shall also state that the holders of the Obligations Outstanding 
will be deemed to have consented to the selection of the Consultant named in such notice unless such Obligation 
holder submits an objection to the selected Consultant in writing (in a manner acceptable to the Master Trustee) to 
the Master Trustee within 30 days of the date that the notice is sent to EMMA.  No later than two Business Days 
after the end of the 30-day objection period, the Master Trustee shall notify the Obligated Group Representative of 
the number of objections.  If a majority of the aggregate principal amount of the holders of the Outstanding 
Obligations has been deemed to have consented to the selection of the Consultant or have not responded to the 
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request for consent, the Obligated Group Representative shall engage the Consultant within three Business Days.  If 
a majority of the aggregate principal amount of the holders of the Outstanding Obligations has objected to the 
Consultant selected, the Obligated Group Representative shall select another Consultant in the same manner 
provided in this paragraph. 

Notwithstanding any other provision of the Master Indenture, failure of the Obligated Group to achieve the 
Liquidity Requirement for any Fiscal Year shall not constitute an event of default under the Master Indenture if the 
Obligated Group takes all action necessary to comply with the procedures set forth above for preparing a report and 
adopting a plan and follows each recommendation contained in such report to the extent feasible (as determined by 
the Governing Body of the Obligated Group Representative) and permitted by law. 

APPLICATION FOR RATING 

Not later than 150 days after receipt by the Obligated Group Representative of audited Financial Statements 
delivered pursuant to the provisions of the Master Indenture summarized above under “SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER INDENTURE — FINANCIAL STATEMENTS AND RELATED MATTERS,” for each Fiscal Year 
commencing with the Fiscal Year ending March 31, 2019, and thereafter, the Obligated Group Representative will 
approach any Rating Agency to obtain a credit rating until the Obligated Group obtains a credit rating of “BBB-” (or 
an equivalent rating) or better from any Rating Agency (an “Investment Grade Credit Rating”).  Notwithstanding the 
foregoing,  (i) the requirement to annually approach a Rating Agency shall be suspended for so long as the 
Obligated Group maintains an Investment Grade Credit Rating and (ii) the Obligated Group shall not be required to 
approach a Rating Agency to obtain a credit rating if the Obligated Group Representative reasonably believes (after 
consultation with its financial advisors) that the Obligated Group will not meet the criteria of any Rating Agency for 
an Investment Grade Credit Rating based on the then existing published rating criteria of the Rating Agencies. 

ACTUARIAL STUDY 
 

Every three Fiscal Years commencing with the Fiscal Year ending March 31, 2020, the Obligated Group 
will obtain an actuarial report regarding the obligations of the Members of the Obligated Group to provide life care 
services to residents of the Members’ communities.  An executive summary of such actuarial report (which may 
exclude or be redacted to exclude confidential information) will be filed with the annual financial information 
required to be provided to the Master Trustee by the provisions of the Master Indenture described in subparagraph 
(b)(iii) under “FINANCIAL STATEMENTS AND RELATED MATTERS” above. 

MERGER, CONSOLIDATION, SALE OR CONVEYANCE 

 (a) Each Member agrees that it will not merge into, or consolidate with, one or more corporations which 
are not Members, or allow one or more of such corporations to merge into it, or sell or convey all or substantially all 
of its Property to any Person who is not a Member, unless: 

 (i) Any successor corporation to such Member (including without limitation any purchaser 
of all or substantially all the Property of such Member) is a Person (other than a natural person) organized 
and existing under the laws of the United States of America or a state thereof and shall execute and deliver 
to the Master Trustee an appropriate instrument, satisfactory to the Master Trustee, containing the 
agreement of such successor corporation to assume, jointly and severally, the due and punctual payment of 
the principal of, premium, if any, and interest on all Obligations according to their tenor and the due and 
punctual performance and observance of all the covenants and conditions of the Master Indenture and the 
Mortgage to be kept and performed by such Member; 

 (ii) Immediately after such merger or consolidation, or such sale or conveyance, no Member 
would be in default in the performance or observance of any covenant or condition of any Related Loan 
Document or the Master Indenture; 
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 (iii) Assuming that any Indebtedness of any successor or acquiring corporation is 
Indebtedness of such Member and that the Revenues and Expenses of the Member for such most recent 
Fiscal Year include the Revenues and Expenses of such other corporation (A) immediately after such 
merger or consolidation, sale or conveyance, the Historical Pro Forma Debt Service Coverage Ratio of the 
Obligated Group for the most recent Fiscal Year for which financial statements that have been reported 
upon by independent certified public accountants are available would be not less than 1.20:1 or that such 
Historical Pro Forma Debt Service Coverage Ratio of the Obligated Group is not less than the Historical 
Debt Service Coverage Ratio of the Obligated Group was for such Fiscal Year prior to such merger or 
consolidation, sale or conveyance and (B) immediately after such merger or consolidation, sale or 
conveyance, the Days Cash on Hand of the Obligated Group as set forth on the most recent quarterly 
financial statements delivered to the Master Trustee pursuant to the provisions of the Master Indenture 
summarized under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — 
FINANCIAL STATEMENTS AND RELATED MATTERS,” would be not less than 180 or that such calculation of 
Days Cash on Hand of the Obligated Group is greater than such calculation would be immediately prior to 
such merger or consolidation, sale or conveyance; 

 (iv) If all amounts due or to become due on all Related Bonds have not been fully paid to the 
holders thereof or fully provided for, there shall be delivered to the Master Trustee an Opinion of Bond 
Counsel to the effect that under then existing law the consummation of such merger, consolidation, sale or 
conveyance would not adversely affect the validity of such Related Bonds or the exemption otherwise 
available from federal or state income taxation of interest payable on such Related Bonds; and 

 (vi) if any Related Bonds were rated by a Rating Agency prior to the merger, consolidation, 
sale or conveyance, a written statement from such Rating Agency, confirming that (i) if the credit rating(s) 
by any Rating Agency is “BBB-” (or its equivalent) or higher, such merger, sale, consolidation or 
conveyance will not, in and of itself, cause the ratings on such Related Bonds to be reduced below “BBB-” 
(or its equivalent) or (ii) such merger, sale, consolidation or conveyance will not, in and of itself, cause the 
credit rating(s) on such Related Bonds to be reduced or withdrawn. 

 (b) In case of any such consolidation, merger, sale or conveyance and upon any such assumption by the 
successor corporation, such successor corporation shall succeed to and be substituted for its predecessor, with the 
same effect as if it had been named in the Master Indenture as such Member.  Each successor, assignee, surviving, 
resulting or transferee corporation of a Member must agree to become, and satisfy the conditions described in the 
Master Indenture to becoming, a Member of the Obligated Group prior to any such succession, assignment or other 
change in such Member’s corporate status.  Any successor corporation to such Member thereupon may cause to be 
signed and may issue in its own name Obligations pursuant to the Master Indenture and the predecessor corporation 
shall be released from its obligations thereunder and under any Obligations, if such predecessor corporation shall 
have conveyed all Property owned by it (or all such Property shall be deemed conveyed by operation of law) to such 
successor corporation.  All Obligations so issued by such successor corporation pursuant to the Master Indenture 
shall in all respects have the same legal rank and benefit thereunder as Obligations theretofore or thereafter issued in 
accordance with the terms of the Master Indenture as though all of such Obligations had been issued thereunder by 
such prior Member without any such consolidation, merger, sale or conveyance having occurred. 

 (c) In case of any such consolidation, merger, sale or conveyance such changes in phraseology and form 
(but not in substance) may be made in Obligations thereafter to be issued as may be appropriate.  

 (d) The Master Trustee may rely upon an opinion of Independent Counsel as conclusive evidence that 
any such consolidation, merger, sale or conveyance, and any such assumption, complies with the provisions of the 
Master Indenture and that it is proper for the Master Trustee under the provisions thereof to join in the execution of 
any instrument required to be executed and delivered by the Master Indenture. 
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ENTRANCE INTO THE OBLIGATED GROUP 

As of the date of execution of the Master Indenture, the Corporation is the only Member of the Obligated 
Group.  Any other Person may become a Member of the Obligated Group if: 

 (a) Such Person shall execute and deliver to the Master Trustee a Supplemental Master 
Indenture in a form acceptable to the Master Trustee which shall be executed by the Master Trustee and the 
Obligated Group Representative, containing (i) the agreement of such Person (A) to become a Member of 
the Obligated Group and thereby to become subject to compliance with all provisions of the Master 
Indenture, and (B) unconditionally and irrevocably (subject to the right of such Person to cease its status as 
a Member of the Obligated Group pursuant to the terms and conditions described under “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE — CESSATION OF STATUS AS A MEMBER OF THE 
OBLIGATED GROUP” below) to jointly and severally make payments upon each Obligation at the times and 
in the amounts provided in each such Obligation and (ii) representations and warranties by such Person 
substantially similar to those set forth in the Master Indenture other than those contained in the Master 
Indenture relating to tax-exempt status if such Person is not a Tax-Exempt Organization (but with such 
deviations as are acceptable to the Master Trustee); 

 (b) The Obligated Group Representative and each Member, by appropriate action of its 
Governing Body, shall have approved the admission of such Person to the Obligated Group; and 

 (c) The Master Trustee shall have received (i) an Officer’s Certificate of the Obligated 
Group Representative which (A) demonstrates that (1) immediately upon such Person becoming a Member 
of the Obligated Group, the Historical Pro Forma Debt Service Coverage Ratio of the Obligated Group, 
taking the Person becoming a Member into account, for the most recent Fiscal Year for which financial 
statements that have been reported upon by independent certified public accountants are available would be 
not less than 1.20:1 or that such Historical Pro Forma Debt Service Coverage Ratio of the Obligated Group, 
taking the Person becoming a Member into account, is not less than the Historical Debt Service Coverage 
Ratio of the Obligated Group was for such Fiscal Year without such Person becoming a Member of the 
Obligated Group and (2) immediately upon such Person becoming a Member of the Obligated Group, 
taking the Person becoming a Member into account, the Obligated Group would be in compliance with the 
Days Cash on Hand requirements of the Master Indenture described under the caption “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE — LIQUIDITY COVENANT” based on the most recent 
quarterly financial statements delivered to the Master Trustee pursuant to the provisions of the Master 
Indenture summarized under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 
— FINANCIAL STATEMENTS AND RELATED MATTERS,” or that such calculation of Days Cash on Hand of 
the Obligated Group, taking the Person becoming a Member into account, is greater than such calculation 
would be without such Person becoming a Member of the Obligated Group; (B) states that prior to and 
immediately after such Person becoming a Member of the Obligated Group, no event of default exists 
under the Master Indenture and no event shall have occurred which with the passage of time or the giving 
of notice, or both, would become such an event of default; and (C) states that prior to and immediately after 
such Person becoming a Member of the Obligated Group, the Members would not be in default in the 
performance or observance of any covenant or condition to be performed or observed under the Master 
Indenture; (ii) an opinion of Independent Counsel in form and substance acceptable to the Master Trustee 
to the effect that (A) the instrument described in paragraph (a) above has been duly authorized, executed 
and delivered and constitutes a legal, valid and binding agreement of such Person, enforceable in 
accordance with its terms, subject to customary exceptions for bankruptcy, insolvency and other laws 
generally affecting enforcement of creditors’ rights and application of general principles of equity and to 
the exceptions set forth in the Master Indenture and (B) the addition of such Person to the Obligated Group 
will not adversely affect the status as a Tax-Exempt Organization of any Member which otherwise has such 
status and (iii) if all amounts due or to become due on all Related Bonds have not been paid to the holders 
thereof and provision for such payment has not been made in such manner as to have resulted in the 
defeasance of all Related Bond Indentures, an Opinion of Bond Counsel to the effect that under then 
existing law the addition of such Person to the Obligated Group, whether or not contemplated on the date of 
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delivery of any such Related Bond, would not adversely affect the validity of any Related Bond or any 
exemption from federal or state income taxation of interest payable on such Bond otherwise entitled to such 
exemption; provided that in making the calculation called for by the provisions of the Master Indenture 
summarized in this paragraph, (A) there shall be excluded from Revenues (1) any Revenues generated by 
Property of such Person transferred or otherwise disposed of by such Person since the beginning of the 
Fiscal Year during which such Person’s entry into the Obligated Group occurs and (2) any Revenues 
generated by Property of the new Member which at the time of such Member’s entry into the Obligated 
Group will be categorized as Excluded Property and (B) there shall be excluded from Expenses (1) any 
Expenses related to Property of such Person transferred or otherwise disposed of by such Person since the 
beginning of the Fiscal Year during which such Person’s entry into the Obligated Group occurs and (2) any 
Expenses related to Property of the new Member which at the time of such Member’s entry into the 
Obligated Group will be categorized as Excluded Property;  

 (d) (i) The Master Indenture is amended to include a description of the real property of the 
Person becoming a Member upon which the primary operations of such Person are conducted and a 
description of any Permitted Encumbrances of the type described in paragraph (u)(ii) of the definition 
thereof, (ii) the Master Indenture is amended to include a description of the Property of the Person 
becoming a Member which is to be considered Excluded Property (provided that such Property may be 
treated as Excluded Property only if such Property is real or tangible personal property and the primary 
operations of such Person are not conducted upon such real property), and (iii) the Master Indenture is 
amended to add such Person as a Member; and 

 (e) if any Related Bonds were rated by a Rating Agency prior to the Person becoming a 
Member of the Obligated Group, a written statement from such Rating Agency, confirming that (i) if the 
credit rating(s) by any Rating Agency is “BBB-” (or its equivalent) or higher, the addition of the Person to 
the Obligated Group will not, in and of itself, cause the ratings on such Related Bonds to be reduced below 
“BBB-” (or its equivalent) or (ii) if the credit rating(s) by any Rating Agency is lower than “BBB-” (or its 
equivalent) the addition of the Person to the Obligated Group will not, in and of itself, cause the credit 
rating(s) on such Related Bonds to be reduced or withdrawn. 

Each successor, assignee, surviving, resulting or transferee corporation of a Member must agree to become, 
and satisfy the above-described conditions to becoming, a Member of the Obligated Group prior to any such 
succession, assignment or other change in such Member’s corporate status. 

CESSATION OF STATUS AS A MEMBER OF THE OBLIGATED GROUP 

Each Member covenants that it will not take any action, corporate or otherwise, which would cause it or 
any successor thereto into which it is merged or consolidated under the terms of the Master Indenture to cease to be 
a Member of the Obligated Group unless: 

 (a) the Member proposing to withdraw from the Obligated Group is not a party to any 
Related Loan Documents with respect to Related Bonds which remain outstanding; 

 (b) prior to cessation of such status, there is delivered to the Master Trustee an Opinion of 
Bond Counsel to the effect that, under then existing law, the cessation by the Member of its status as a 
Member will not adversely affect the validity of any Related Bond or any exemption from federal or state 
income taxation of interest payable thereon to which such Bond would otherwise be entitled; 

 (c) prior to the cessation of such status, there is delivered to the Master Trustee an Officer’s 
Certificate of the Obligated Group Representative to the effect that: (i) (A) immediately after such cessation 
the Historical Pro Forma Debt Service Coverage Ratio of the Obligated Group, taking such cessation into 
account, for the most recent Fiscal Year for which financial statements that have been reported upon by 
independent certified public accountants are available would be not less than 1.20:1 or that such Historical 
Pro Forma Debt Service Coverage Ratio of the Obligated Group, taking such cessation into account, is not 
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less than the Historical Debt Service Coverage Ratio of the Obligated Group was for such Fiscal Year prior 
to such cessation and (B) immediately after such cessation, taking such cessation into account, the 
Obligated Group would be in compliance with the Days Cash on Hand requirements of the Master 
Indenture described under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — 
LIQUIDITY COVENANT” based on the most recent quarterly financial statements delivered to the Master 
Trustee pursuant to the provisions of the Master Indenture summarized under the caption “SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER INDENTURE — FINANCIAL STATEMENTS AND RELATED MATTERS” or 
that such calculation of Days Cash on Hand of the Obligated Group, taking such cessation into account, is 
greater than such calculation would be immediately prior to such cessation; (ii) prior to and immediately 
after such cessation, no event of default exists under the Master Indenture and no event shall have occurred 
which with the passage of time or the giving of notice, or both, would become such an event of default; and 
(iii) prior to and immediately after such cessation, the Members would not be in default in the performance 
or observance of any covenant or condition to be performed or observed under the Master Indenture; 

 (d) prior to such cessation there is delivered to the Master Trustee an opinion of Independent 
Counsel (which counsel and opinion are acceptable to the Master Trustee) to the effect that the cessation by 
such Member of its status as a Member will not adversely affect the status as a Tax-Exempt Organization 
of any Member which otherwise has such status;  

 (e) prior to cessation of such status, the Obligated Group Representative and each Member, 
consents in writing to the withdrawal by such Member; and 

 (f) if any Related Bonds were rated by a Rating Agency prior to the Person withdrawing 
from the Obligated Group, a written statement from such Rating Agency, confirming that (i) if the credit 
rating(s) by any Rating Agency is “BBB-” (or its equivalent) or higher, the withdrawal of the Person from 
the Obligated Group will not, in and of itself, cause the ratings on such Related Bonds to be reduced below 
“BBB” (or its equivalent) or (ii) the withdrawal of the Person from the Obligated Group will not, in and of 
itself, cause the credit rating(s) on such Related Bonds to be reduced or withdrawn. 

Upon such cessation in accordance with the foregoing provisions, (i) the Master Indenture shall be 
amended to delete therefrom the description of any real property and of any Permitted Encumbrances of the type 
described in paragraphs (u) and (v) of the definition of Permitted Encumbrances of the Member which has ceased 
being a Member of the Obligated Group, (ii) the Master Indenture shall be amended to delete therefrom any 
Property of the Member which has ceased being a Member, (iii) the Master Indenture shall be amended to delete 
therefrom the name of such Person and (iv) the Master Trustee shall be authorized to release any mortgage held by 
the Master Trustee upon the Property of such Member which has ceased being a Member of the Obligated Group. 

EVENTS OF DEFAULT 

Each of the following events is declared an “Event of Default” under the Master Indenture: 

 (a) failure of the Obligated Group to pay any installment of interest or principal, or any 
premium, on any Obligation when the same shall become due and payable, whether at maturity, upon any 
date fixed for prepayment or by acceleration or otherwise; or 

 (b) failure of any Member to comply with, observe or perform any of the covenants, 
conditions, agreements or provisions of the Master Indenture and to remedy such default within 30 days 
after written notice thereof to such Member and the Obligated Group Representative from the Master 
Trustee or the holders of at least 25% in aggregate principal amount of the outstanding Obligations, 
provided that, if in the judgment of the Master Trustee, such default cannot with due diligence and dispatch 
be wholly cured so that such failure no longer constitutes an “event of default” under the Master Indenture 
within 30 days but can be wholly cured, the failure of the Member to remedy such default within such 
30-day period shall not constitute a default thereunder if the Member shall immediately upon receipt of 
such notice commence with due diligence and dispatch the curing of such default and, having so 
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commenced the curing of such default, shall thereafter prosecute and complete the same with due diligence 
and dispatch; or 

 (c) any representation or warranty made by any Member in the Master Indenture or in any 
statement or certificate furnished to the Master Trustee or the purchaser of any Obligation in connection 
with the sale of any Obligation or furnished by any Member pursuant to the Master Indenture proves untrue 
in any material respect as of the date of the issuance or making thereof and shall not be corrected or 
brought into compliance within 30 days after written notice thereof to the Obligated Group Representative 
by the Master Trustee or the holders of at least 25% in aggregate principal amount of the outstanding 
Obligations; provided that, if in the judgment of the Master Trustee, such default cannot with due diligence 
and dispatch be wholly cured so that such failure no longer constitutes an “event of default” under the 
Master Indenture within 30 days but can be wholly cured, the failure of the Member to remedy such default 
within such 30-day period shall not constitute a default thereunder if the Member shall immediately upon 
receipt of such notice commence with due diligence and dispatch the curing of such default and, having so 
commenced the curing of such default, shall thereafter prosecute and complete the same with due diligence 
and dispatch; or 

 (d) default in the payment of the principal of, premium, if any, or interest on any 
Indebtedness for borrowed money of any Member, including without limitation any Indebtedness created 
by any Related Loan Document, as and when the same shall become due, or an event of default as defined 
in any mortgage, indenture, loan agreement or other instrument under or pursuant to which there was issued 
or incurred, or by which there is secured, any such Indebtedness (including any Obligation) of any 
Member, and which default in payment or event of default entitles the holder thereof to declare or, in the 
case of any Obligation, to request that the Master Trustee declare, such Indebtedness due and payable prior 
to the date on which it would otherwise become due and payable; provided, however, that if such 
Indebtedness is not evidenced by an Obligation or issued, incurred or secured by or under a Related Loan 
Document, a default in payment thereunder shall not constitute an “event of default” under the Master 
Indenture unless the unpaid principal amount of such Indebtedness, together with the unpaid principal 
amount of all other Indebtedness so in default, exceeds the greater of $250,000 or 1% of unrestricted net 
assets of the Obligated Group; 

 (e) any judgment, writ or warrant of attachment or of any similar process shall be entered or 
filed against any Member or against any Property of any Member and remains unvacated, unpaid, 
unbonded, unstayed or uncontested in good faith for a period of 90 days; provided, however, that none of 
the foregoing shall constitute an event of default unless the amount of such judgment, writ, warrant of 
attachment or similar process, together with the amount of all other such judgments, writs, warrants or 
similar processes so unvacated, unpaid, unbonded, unstayed or uncontested, exceeds $250,000 or 1% of the 
unrestricted net assets of the Obligated Group; or 

 (f) any Member admits insolvency or bankruptcy or its inability to pay its debts as they 
mature, or is generally not paying its debts as such debts become due, or makes an assignment for the 
benefit of creditors or applies for or consents to the appointment of a trustee, custodian or receiver for such 
Member, or for the major part of its Property; or 

 (g) a trustee, custodian or receiver is appointed for any Member or for the major part of its 
Property and is not discharged within 90 days of such appointment; or 

 (h) bankruptcy, dissolution, reorganization, arrangement, insolvency or liquidation 
proceedings, proceedings under Title 11 of the United States Code, as amended, or other proceedings for 
relief under any bankruptcy law or similar law for the relief of debtors are instituted by or against any 
Member (other than bankruptcy proceedings instituted by any Member against third parties), and if 
instituted against any Member are allowed against such Member or are consented to or are not dismissed, 
stayed or otherwise nullified within 90 days after such institution; or 
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 (i) payment of any installment of interest or principal, or any premium, on any Related Bond 
shall not be made when the same shall become due and payable under the provisions of any Related Bond 
Indenture; or 

 (j) any event of default shall occur under any Related Bond Indenture or any Related Loan 
Document; or 

 (k) any event of default shall occur under the Mortgage or any mortgage executed pursuant 
to the last paragraph under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — 
PERMITTED ADDITIONAL INDEBTEDNESS.” 

ACCELERATION 

If an event of default has occurred and is continuing, the Master Trustee may, and if requested by either the 
holders of not less than 25% in aggregate principal amount of outstanding Obligations or the holder of any 
Accelerable Instrument under which Accelerable Instrument an event of default exists (which event of default 
permits the holder thereof to request that the Master Trustee declare such Indebtedness evidenced by an Obligation 
due and payable prior to the date on which it would otherwise become due and payable), shall, by notice in writing 
delivered to the Obligated Group Representative, declare the entire principal amount of all Obligations then 
Outstanding under the Master Indenture and the interest accrued thereon immediately due and payable, and the 
entire principal and such interest shall thereupon become immediately due and payable, subject, however, to the 
provisions of the Master Indenture with respect to waivers of events of default. 

REMEDIES; RIGHTS OF OBLIGATION HOLDERS 

Upon the occurrence of any event of default, the Master Trustee may pursue any available remedy 
including a suit, action or proceeding at law or in equity to enforce the payment of the principal of, premium, if any, 
and interest on the Obligations Outstanding under the Master Indenture and any other sums due thereunder and may 
collect such sums in the manner provided by law out of the Property or the Excluded Property of any Member 
wherever situated. 

If an event of default shall have occurred, and if it shall have been requested so to do by either the holders 
of 25% or more in aggregate principal amount of Obligations outstanding or the holder of an Accelerable Instrument 
who requested or was entitled to request pursuant to the Master Indenture that the Master Trustee accelerate the 
Obligations and if it shall have been indemnified as provided in the Master Indenture, the Master Trustee shall be 
obligated to exercise such one or more of the rights and powers conferred by the provisions of the Master Indenture 
summarized under this caption as the Master Trustee shall deem most expedient in the interests of the holders of 
Obligations; provided, however, that the Master Trustee shall have the right to decline to comply with any such 
request if the Master Trustee shall be advised by counsel (who may be its own counsel) that the action so requested 
may not lawfully be taken or the Master Trustee in good faith shall determine that such action would be unjustly 
prejudicial to the holders of Obligations not parties to such request. 

No remedy by the terms of the Master Indenture conferred upon or reserved to the Master Trustee (or to the 
holders of Obligations) is intended to be exclusive of any other remedy, but each and every such remedy shall be 
cumulative and shall be in addition to any other remedy given to the Master Trustee or to the holders of Obligations 
under the Master Indenture now or hereafter existing at law or in equity or by statute. 

No delay or omission to exercise any right or power accruing upon any default or event of default shall 
impair any such right or power or shall be construed to be a waiver of any such default or event of default, or 
acquiescence therein; and every such right and power may be exercised from time to time and as often as may be 
deemed expedient. 
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No waiver of any default or event of default under the Master Indenture, whether by the Master Trustee or 
by the holders of Obligations, shall extend to or shall affect any subsequent default or event of default or shall 
impair any rights or remedies consequent thereon. 

DIRECTION OF PROCEEDINGS BY HOLDERS 

The holders of a majority in aggregate principal amount of the Obligations then outstanding which have 
become due and payable in accordance with their terms or have been declared due and payable pursuant the Master 
Indenture and have not been paid in full in the case of remedies exercised to enforce such payment, or the holders of 
not less than a majority in aggregate principal amount of the Obligations then outstanding in the case of any other 
remedy, shall have the right, at any time, by an instrument or instruments in writing executed and delivered to the 
Master Trustee, to direct the method and place of conducting all proceedings to be taken in connection with the 
enforcement of the terms and conditions of the Master Indenture and the Mortgage, or for the appointment of a 
receiver or any other proceedings under the Master Indenture; provided, that such direction shall not be otherwise 
than in accordance with the provisions of law and of the Master Indenture and that the Master Trustee shall have the 
right to decline to comply with any such request if the Master Trustee shall be advised by counsel (who may be its 
own counsel) that the action so directed may not lawfully be taken or the Master Trustee in good faith shall 
determine that such action would be unjustly prejudicial to the holders of the Obligations not parties to such 
direction.  Pending such direction from the holders of not less than a majority in aggregate principal amount of the 
Obligations outstanding, such direction may be given in the same manner and with the same effect by the holder of 
an Accelerable Instrument upon whose request pursuant to the Master Indenture the Master Trustee has accelerated 
the Obligations. 

The foregoing notwithstanding, the holders of not less than a majority in aggregate principal amount of the 
Obligations then outstanding which are entitled to the exclusive benefit of certain security in addition to that 
intended to secure all or other Obligations shall have the right, at any time, by an instrument or instruments in 
writing executed and delivered to the Master Trustee, to direct the method and place of conducting all proceedings 
to be taken in connection with the enforcement of the terms and conditions of the Master Indenture, the 
Supplemental Master Indenture or Indentures pursuant to which such Obligations were issued or so secured or any 
separate security document in order to realize on such security; provided, however, that such direction shall not be 
otherwise than in accordance with the provisions of law and of the Master Indenture and that the Master Trustee 
shall have the right to decline to comply with any such request if the Master Trustee shall be advised by counsel 
(who may be its own counsel) that the action so directed may not lawfully be taken. 

APPOINTMENT OF RECEIVERS 

Upon the occurrence of an event of default, and upon the filing of a suit or other commencement of judicial 
proceedings to enforce the rights of the Master Trustee and the holders of Obligations under the Master Indenture, 
the Master Trustee shall be entitled, as a matter of right, to the appointment of a receiver or receivers of the rights 
and properties pledged thereunder and of the revenues, issues, payments and profits thereof, pending such 
proceedings, with such powers as the court making such appointment shall confer. 
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APPLICATION OF MONEYS 

All moneys received by the Master Trustee pursuant to any right given or action taken under the provisions 
of the Master Indenture (except moneys held for the payment of Obligations called for prepayment or redemption 
which have become due and payable) shall, after payment of the cost and expenses of the proceedings resulting in 
the collection of such moneys and of the fees of, expenses, liabilities and advances incurred or made by the Master 
Trustee, any Related Issuers and any Related Bond Trustees, be applied as follows: 

 (a) Unless the principal of all the Obligations shall have become or shall have been declared 
due and payable, all such moneys shall be applied: 

FIRST: To the payment to the persons entitled thereto of all installments of interest then 
due on the Obligations, in the order of the maturity of the installments of such interest, and, if the 
amount available shall not be sufficient to pay in full any particular installment, then to the 
payment ratably, according to the amounts due on such installment, to the persons entitled thereto, 
without any discrimination or privilege; and 

SECOND: To the payment to the persons entitled thereto of the unpaid principal and 
premium, if any, on the Obligations which shall have become due (other than Obligations called 
for redemption or payment for payment of which moneys are held pursuant to the provisions of 
the Master Indenture), in the order of the scheduled dates of their payment, and, if the amount 
available shall not be sufficient to pay in full the Obligations due on any particular date, then to 
the payment ratably, according to the amount of principal and premium due on such date, to the 
persons entitled thereto without any discrimination or privilege; and 

THIRD: To the payment to the persons entitled thereto of all unpaid principal and interest 
on Obligations, payment of which was extended by such persons as described in the Master 
Indenture. 

 (b) If the principal of all the Obligations shall have become due or shall have been declared 
due and payable, all such moneys shall be applied to the payment of the principal, premium, if any, and 
interest then due and unpaid upon the Obligations without preference or priority of principal, premium or 
interest over the others, or of any installment of interest over any other installment of interest, or of any 
Obligation over any other Obligation, ratably, according to the amounts due respectively for principal, 
premium, if any, and interest to the persons entitled thereto without any discrimination or privilege; 
provided that no amount shall be paid to any Obligation holder who has extended the time for payment of 
either principal or interest as described in the Master Indenture until all other principal, premium, if any, 
and interest owing on Obligations has been paid; and 

 (c) If the principal of all the Obligations shall have been declared due and payable, and if 
such declaration shall thereafter have been rescinded and annulled under the provisions of the Master 
Indenture, then, subject to the provisions of paragraph (b) above in the event that the principal of all the 
Obligations shall later become due or be declared due and payable, the moneys shall be applied in 
accordance with the provisions of paragraph (a) above. 

Whenever moneys are to be applied by the Master Trustee pursuant to the provisions of the Master 
Indenture, such moneys shall be applied by it at such times, and from time to time, as the Master Trustee shall 
determine in its sole discretion, having due regard for the amount of such moneys available for application and the 
likelihood of additional moneys becoming available for such application in the future.  Whenever the Master Trustee 
shall apply such moneys, it shall fix the date (which shall be an interest payment date unless it shall deem another 
date more suitable) upon which such application is to be made and upon such date interest on the amounts of 
principal to be paid on such date shall cease to accrue.  The Master Trustee shall give such notice as it may deem 
appropriate of the deposit with it of any such moneys and of the fixing of any such date, and shall not be required to 
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make payment to the holder of any unpaid Obligation until such Obligation shall be presented to the Master Trustee 
for appropriate endorsement or for cancellation if fully paid. 

Whenever all Obligations and interest thereon have been paid under the provisions of the Master Indenture 
summarized under this caption and all expenses and charges of the Master Trustee have been paid, any balance 
remaining shall be paid to the person entitled to receive the same; if no other person shall be entitled thereto, then 
the balance shall be paid to the Obligated Group Representative on behalf of the Members. 

REMEDIES VESTED IN MASTER TRUSTEE 

All rights of action including the right to file proof of claims under the Master Indenture or under any of the 
Obligations may be enforced by the Master Trustee without the possession of any of the Obligations or the 
production thereof in any trial or other proceedings relating thereto and any such suit or proceeding instituted by the 
Master Trustee shall be brought in its name as Master Trustee without the necessity of joining as plaintiffs or 
defendants any holders of the Obligations, and any recovery of judgment shall be for the equal benefit of the holders 
of the Outstanding Obligations. 

RIGHTS AND REMEDIES OF OBLIGATION HOLDERS 

No holder of any Obligation shall have any right to institute any suit, action or proceeding in equity or at 
law for the enforcement of the Master Indenture or for the execution of any trust thereof or for the appointment of a 
receiver or any other remedy thereunder, unless a default shall have become an event of default and (a) the holders 
of 25% or more in aggregate principal amount (i) of the Obligations which have become due and payable in 
accordance with their terms or have been declared due and payable pursuant to the Master Indenture and have not 
been paid in full in the case of powers exercised to enforce such payment or (ii) the Obligations then outstanding in 
the case of any other exercise of power or (b) the holder of an Accelerable Instrument who requested or was entitled 
to request pursuant to the Master Indenture that the Master Trustee accelerate the Obligations, shall have made 
written request to the Master Trustee and shall have offered it reasonable opportunity either to proceed to exercise 
the powers granted or to institute such action, suit or proceeding in its own name, and unless also, in each case, such 
holders have offered to the Master Trustee indemnity as provided in the Master Indenture, and unless the Master 
Trustee shall thereafter fail or refuse to exercise the powers granted, or to institute such action, suit or proceeding in 
its own name; and such notification, request and offer of indemnity are declared in every case at the option of the 
Master Trustee to be conditions precedent to the execution of the powers and trusts of the Master Indenture and to 
any action or cause of action for the enforcement of the Master Indenture, or for the appointment of a receiver or for 
any other remedy thereunder; it being understood and intended that no one or more holders of the Obligations shall 
have any right in any manner whatsoever to affect, disturb or prejudice the lien of the Master Indenture by its, his or 
their action or to enforce any right thereunder except in the manner therein provided, and that all proceedings at law 
or in equity shall be instituted, had and maintained in the manner therein provided and for the equal benefit of the 
holders of all Obligations Outstanding.  Nothing in the Master Indenture contained shall, however, affect or impair 
the right of any holder to enforce the payment of the principal of, premium, if any, and interest on any Obligation at 
and after the maturity thereof, or the obligation of the Members to pay the principal, premium, if any, and interest on 
each of the Obligations issued under the Master Indenture to the respective holders thereof at the time and place, 
from the source and in the manner in said Obligations expressed. 

TERMINATION OF PROCEEDINGS 

In case the Master Trustee shall have proceeded to enforce any right under the Master Indenture by the 
appointment of a receiver, or otherwise, and such proceedings shall have been discontinued or abandoned for any 
reason, or shall have been determined adversely to the Master Trustee, then and in every case the Members and the 
Master Trustee shall, subject to any determination in such proceeding, be restored to their former positions and 
rights under the Master Indenture with respect to the Property pledged and assigned thereunder, and all rights, 
remedies and powers of the Master Trustee shall continue as if no such proceedings had been taken. 
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WAIVER OF EVENTS OF DEFAULT 

If, at any time after the principal of all Obligations shall have been so declared due and payable, and before 
any judgment or decree for the payment of the moneys due shall have been obtained or entered as provided below 
and before the acceleration of any Related Bond, any Member shall pay or shall deposit with the Master Trustee a 
sum sufficient to pay all matured installments of interest upon all such Obligations and the principal and premium, if 
any, of all such Obligations that shall have become due otherwise than by acceleration (with interest on overdue 
installments of interest and on such principal and premium, if any, at the rate borne by such Obligations to the date 
of such payment or deposit, to the extent permitted by law) and the expenses of the Master Trustee, and any and all 
events of default under the Master Indenture, other than the nonpayment of principal of and accrued interest on such 
Obligations that shall have become due by acceleration, shall have been remedied, then and in every such case the 
holders of not less than a majority in aggregate principal amount of all Obligations then outstanding and the holder 
of each Accelerable Instrument who requested or was entitled to request the giving of notice of acceleration, by 
written notice to the Obligated Group Representative and to the Master Trustee, may waive all events of default and 
rescind and annul such declaration and its consequences; but no such waiver or rescission and annulment shall 
extend to or affect any subsequent event of default, or shall impair any right consequent thereon. 

MEMBERS’ RIGHTS OF POSSESSION AND USE OF PROPERTY 

So long as each Member is in full compliance with the terms and provisions of the Master Indenture, each 
Member shall be suffered and permitted to possess, use and enjoy its Property and appurtenances thereto free of 
claims of the Master Trustee. 

RELATED BOND TRUSTEE OR BONDHOLDERS DEEMED TO BE OBLIGATION HOLDERS 

For the purposes of the Master Indenture, unless a Related Bond Trustee elects to the contrary or contrary 
provision is made in a Related Bond Indenture, each Related Bond Trustee shall be deemed the holder of the 
Obligation or Obligations pledged to secure the Related Bonds with respect to which such Related Bond Trustee is 
acting as trustee.  If such a Related Bond Trustee so elects or the Related Bond Indenture so provides, the holders of 
each series of Related Bonds shall be deemed the holders of the Obligations to the extent of the principal amount of 
the Obligations to which their Bonds relate. 

LOCK-BOX PROVISIONS 

Upon the occurrence and during the continuance of an event of default described in the provisions of the 
Master Indenture summarized under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 
— EVENTS OF DEFAULT,” the Master Trustee shall give to the Obligated Group Representative a notice (the 
“Lock-Box Notice”) referring to the provisions of the Master Indenture summarized under this caption.  Upon 
receipt of a Lock-Box Notice, (a) each Obligated Group Member will immediately commence depositing all Gross 
Revenues with the Master Trustee and will continue to do so on a daily basis as and when it receives or collects any 
moneys constituting Gross Revenues and (b) within seven days the Obligated Group Representative will submit to 
the Master Trustee a proposed operating budget for the Master Trustee’s approval or modification.  The proposed 
operating budget shall include on a month-by-month basis all operating expenses to be paid by each Obligated 
Group Member.  Upon review of the proposed budget, the Master Trustee will notify the Obligated Group 
Representative whether such budget is approved as submitted or of any modifications the Master Trustee will 
impose.  A copy of the budget, as approved or modified (the “Lock-Box Budget”), will be sent to the Obligated 
Group Representative.  In the event that the Obligated Group Representative fails to submit a proposed operating 
budget to the Master Trustee, the Master Trustee will modify the operating budget last submitted as it deems 
appropriate under the then existing circumstances and such modified operating budget will constitute the Lock-Box 
Budget.  The Lock-Box Budget may be amended and modified by the Master Trustee at any time and from time to 
time as the Master Trustee in its discretion determines is necessary or appropriate under the then existing 
circumstances.  A copy of any amendment or modification to the Lock-Box Budget will be sent by the Master 
Trustee to the Obligated Group Representative.  The Master Trustee agrees that, upon receipt of a Lock-Box Notice, 
it will make disbursements (from amounts deposited with it by each Obligated Group Member as provided above) in 
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each month to the Obligated Group Representative to pay operating expenses only in accordance with the Lock-Box 
Budget. 

If at any time following a Lock-Box Notice no triggering Event of Default has then occurred and is then 
continuing, the Master Trustee will notify the Obligated Group Representative in writing that the lock-box 
provisions of the Master Indenture summarized under this caption are suspended.  Additionally, the Master Trustee 
may in its discretion at any time agree to suspend such lock-box provisions by so notifying the Obligated Group 
Representative in writing.  Thereafter, unless and until any subsequent Lock-Box Notice is received by the 
Obligated Group Representative, Gross Revenues need not be deposited with the Master Trustee. 

RESIGNATION BY THE MASTER TRUSTEE 

The Master Trustee and any successor Master Trustee may at any time resign from the trusts created by the 
Master Indenture by giving thirty days’ written notice to the Obligated Group Representative and by registered or 
certified mail to each registered owner of Obligations then outstanding and to each holder of Obligations as shown 
by the list of Obligation holders required by the Master Indenture to be kept at the office of the Master Trustee.  
Such resignation shall take effect at the end of such thirty days or when a successor Master Trustee has been 
appointed and has assumed the trusts created by the Master Indenture, whichever is later, or upon the earlier 
appointment of a successor Master Trustee by the Obligation holders or by the Obligated Group.  If a successor 
Master Trustee has not accepted its appointment within such 30-day period, the current Master Trustee may apply to 
a court of competent jurisdiction to appoint a successor Master Trustee to act until such time, if any, as a successor 
shall have so accepted its appointment.  Such notice to the Obligated Group Representative may be served 
personally or sent by registered or certified mail. 

REMOVAL OF THE MASTER TRUSTEE 

The Master Trustee may be removed at any time, by an instrument or concurrent instruments in writing 
delivered to the Master Trustee and to the Obligated Group Representative, and signed by the registered owners of 
not less than a majority in aggregate principal amount of the Obligations then outstanding.  So long as no event of 
default has occurred and is continuing under the Master Indenture, and no event shall have occurred which, with the 
passage of time or the giving of notice or both would become such an event of default under the Master Indenture, 
the Master Trustee may be removed at any time by an instrument in writing signed by the Obligated Group 
Representative, and delivered to the Master Trustee.  The foregoing notwithstanding, the Master Trustee may not be 
removed by the Obligated Group Representative unless written notice of the delivery of such instrument or 
instruments signed by the Obligated Group Representative is mailed to the owners of all Obligations outstanding 
under the Master Indenture, which notice indicates the Master Trustee will be removed and replaced by the 
successor trustee named in such notice, such removal and replacement to become effective on the 60th day next 
succeeding the date of such notice, unless the owners of not less than l 0% in aggregate principal amount of such 
Obligations then outstanding under the Master Indenture shall object in writing to such removal and replacement. 

APPOINTMENT OF SUCCESSOR MASTER TRUSTEE BY THE OBLIGATION HOLDERS; TEMPORARY MASTER TRUSTEE 

In case the Master Trustee under the Master Indenture shall resign or be removed, or be dissolved, or shall 
be in the process of dissolution or liquidation, or otherwise becomes incapable of acting under the Master Indenture, 
or in case it shall be taken under the control of any public officer or officers, or of a receiver appointed by a court, a 
successor may be appointed by the Obligated Group, or by the owners of not less than a majority in aggregate 
principal amount of Obligations then outstanding, by an instrument or concurrent instruments in writing signed by 
such owners, or by their attorneys in fact, duly authorized, with the approval of the Obligated Group so long as the 
Obligated Group is not in default, or potentially in default, under the Master Indenture.  If a successor trustee shall 
not have been appointed within 30 days after notice of resignation by or removal of the Master Trustee, the 
Obligated Group or any holder of an Obligation may apply to any court of competent jurisdiction to appoint a 
successor to act until such time, if any, as a successor shall have been appointed as above provided.  The successor 
so appointed by such court shall immediately and without further act be superseded by any successor appointed as 
above provided.  Every such successor Master Trustee appointed pursuant to the provisions of the Master Indenture 
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summarized under this caption shall be a trust company or bank in good standing under the law of the jurisdiction in 
which it was created and by which it exists, having corporate trust powers and subject to examination by federal or 
state authorities, and having a reported capital and surplus of not less than $50,000,000. 

SUPPLEMENTAL MASTER INDENTURES AND AMENDMENTS TO THE MORTGAGE NOT REQUIRING CONSENT OF 
OBLIGATION HOLDERS 

Subject to the limitations set forth under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE — SUPPLEMENTAL MASTER INDENTURES AND AMENDMENTS OF THE MORTGAGE REQUIRING CONSENT 
OF OBLIGATION HOLDERS,” the Members and the Master Trustee may, without the consent of, or notice to, any of 
the Obligation holders, amend or supplement the Master Indenture or the Mortgage for any one or more of the 
following purposes: 

 (a) To cure any ambiguity or defective provision in or omission from the Master Indenture in 
such manner as is not inconsistent with and does not impair the security of the Master Indenture or the 
Mortgage or adversely affect the holder of any Obligation; 

 (b) To grant to or confer upon the Master Trustee for the benefit of the Obligation holders 
any additional rights, remedies, powers or authority that may lawfully be granted to or conferred upon the 
Obligation holders and the Master Trustee, or either of them, to add to the covenants of the Members for 
the benefit of the Obligation holders or to surrender any right or power conferred under the Master 
Indenture or under the Mortgage upon any Member; 

 (c) To assign and pledge under the Master Indenture or the Mortgage any additional 
revenues, properties or collateral; 

 (d) To evidence the succession of another corporation to the agreements of a Member or the 
Master Trustee, or the successor of any thereof under the Master Indenture; 

 (e) To permit the qualification of the Master Indenture under the Trust Indenture Act of 
1939, as then amended, or under any similar federal statute hereafter in effect or to permit the qualification 
of any Obligations for sale under the securities laws of any state of the United States; 

 (f) To provide for the refunding or advance refunding of any Obligation; 

 (g) To provide for the issuance of Additional Obligations; 

 (h) To reflect the addition to or withdrawal of a Member from the Obligated Group; 

 (i) To provide for the issuance of Obligations with original issue discount, provided such 
issuance would not materially adversely affect the holders of Outstanding Obligations; 

 (j) To permit an Obligation to be secured by security which is not extended to all Obligation 
holders; 

 (k) To permit the issuance of Obligations which are not in the form of a promissory note; 

 (l) Provide for the release in accordance with the provisions of the Mortgage of any Property 
subject to the lien of such Mortgage; and 

 (m) To make any other change which, in the opinion of the Master Trustee, does not 
materially adversely affect the holders of any of the Obligations and, in the opinion of each Related Bond 
Trustee, does not materially adversely affect the holders of the Related Bonds with respect to which it acts 
as trustee, including without limitation any modification, amendment or supplement to the Master 
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Indenture or any indenture supplemental to the Master Indenture or the Mortgage or any amendment 
thereto in such a manner as to establish or maintain exemption of interest on any Related Bonds under a 
Related Bond Indenture from federal income taxation under applicable provisions of the Code. 

Any Supplemental Master Indenture providing for the issuance of Additional Obligations shall set forth the 
date thereof, the date or dates upon which principal of, premium, if any, and interest on such Obligations shall be 
payable, the other terms and conditions of such Obligations, the form of such Obligations and the conditions 
precedent to the delivery of such Obligations which shall include, among other things: 

 (n) delivery to the Master Trustee of all materials required to be delivered as a condition 
precedent to the incurrence of the Additional Indebtedness evidenced by such Obligations; 

 (o) delivery to the Master Trustee of an opinion of Independent Counsel acceptable to the 
Master Trustee to the effect that all requirements and conditions to the issuance of such Obligations, if any, 
set forth in the Master Indenture and in the Supplemental Master Indenture have been complied with and 
satisfied; and 

 (p) delivery to the Master Trustee of an opinion of Independent Counsel acceptable to the 
Master Trustee to the effect that registration of such Obligations under the Securities Act of 1933, as 
amended, is not required, or, if such registration is required, that the Obligated Group has complied with all 
applicable provisions of said Act. 

If at any time the Obligated Group Representative shall request the Master Trustee to enter into any 
Supplemental Master Indenture pursuant to subsection (l) above, the Master Trustee shall cause notice of the 
proposed execution of such Supplemental Master Indenture to be given to each Rating Agency then maintaining a 
rating on any Obligations or Related Bonds, in the manner provided in the Master Indenture at least 15 days prior to 
the execution of such Supplemental Master Indenture, which notice shall include a copy of the proposed 
Supplemental Master Indenture. 

SUPPLEMENTAL MASTER INDENTURES AND AMENDMENTS OF THE MORTGAGE REQUIRING CONSENT OF OBLIGATION 
HOLDERS 

In addition to Supplemental Master Indentures covered by the provisions of the Master Indenture 
summarized under the previous caption and subject to the terms and provisions summarized under this caption, and 
not otherwise, the holders of not less than a majority in aggregate principal amount of the Obligations which are 
outstanding under the Master Indenture at the time of the execution of such Supplemental Master Indenture or 
amendment to the Mortgage or, in case less than all of the several series of Obligations outstanding are affected 
thereby, the holders of not less than a majority in aggregate principal amount of the Obligations of each series 
affected thereby which are outstanding under the Master Indenture at the time of the execution of such Supplemental 
Master Indenture or amendment to the Mortgage, shall have the right, from time to time, anything contained in the 
Master Indenture or in the Mortgage to the contrary notwithstanding, to consent to and approve the execution by the 
Members and the Master Trustee of such Supplemental Master Indentures as shall be deemed necessary and 
desirable by the Members for the purpose of modifying, altering, amending, adding to or rescinding, in any 
particular, any of the terms or provisions contained in the Master Indenture or in any Supplemental Master 
Indenture; provided, however, that nothing contained under this caption or under the previous caption shall permit, 
or be construed as permitting, (a) an extension of the stated maturity or reduction in the principal amount of or 
reduction in the rate or extension of the time of paying of interest on or reduction of any premium payable on the 
redemption of, any Obligation, without the consent of the holder of such Obligation, (b) a reduction in the aforesaid 
aggregate principal amount of Obligations the holders of which are required to consent to any such Supplemental 
Master Indenture or amendment to the Mortgage or any such amending or supplementing instruments, without the 
consent of the holders of all the Obligations at the time outstanding which would be affected by the action to be 
taken, or (c) modification of the rights, duties or immunities of the Master Trustee, without the written consent of 
the Master Trustee. 



C-50 

If at any time the Obligated Group Representative shall request the Master Trustee to enter into any such 
Supplemental Master Indenture for any of the purposes of the Master Indenture summarized under this caption, the 
Master Trustee shall, upon being satisfactorily indemnified with respect to expenses, cause notice of the proposed 
execution of such Supplemental Master Indenture to be mailed by first class mail postage prepaid to each holder of a 
an Obligation or, in case less than all of the series of Obligations are affected thereby, of an Obligation of the series 
affected thereby.  Such notice shall briefly set forth the nature of the proposed Supplemental Master Indenture and 
shall state that copies thereof are on file at the principal corporate trust office of the Master Trustee for inspection by 
all Obligation holders.  The Master Trustee shall not, however, be subject to any liability to any Obligation holder 
by reason of its failure to mail such notice, and any such failure shall not affect the validity of such Supplemental 
Master Indenture when consented to and approved as provided under this caption.  If the holders of not less than a 
majority in aggregate principal amount of the Obligations or the Obligations of each series affected thereby, as the 
case may be, which are outstanding under the Master Indenture at the time of the execution of any such 
Supplemental Master Indenture shall have consented to and approved the execution thereof as provided in the 
Master Indenture, no holder of any Obligation shall have any right to object to any of the terms and provisions 
contained therein, or the operation thereof, or in any manner to question the propriety of the execution thereof, or to 
enjoin or restrain the Master Trustee or the Members from executing the same or from taking any action pursuant to 
the provisions thereof.  Upon the execution of any Supplemental Master Indenture as permitted by provisions of the 
Master Indenture summarized under this caption, the Master Indenture shall be and be deemed to be modified and 
amended in accordance therewith. 

For the purpose of obtaining the foregoing consents, the determination of who is deemed the holder of an 
Obligation held by a Related Bond Trustee shall be made in the manner provided in the Master Indenture. 

DEFEASANCE 

If the Members shall pay or provide for the payment of the entire indebtedness on all Obligations 
(including, for the purposes of the provisions of the Master Indenture summarized under this caption, any 
Obligations owned by a Member) outstanding in any one or more of the following ways: 

 (a) by paying or causing to be paid the principal of (including redemption premium, if any) 
and interest on all Obligations outstanding, as and when the same become due and payable; 

 (b) by depositing with the Master Trustee, in trust, at or before maturity, moneys in an 
amount as the Master Trustee shall determine sufficient to pay or redeem (when redeemable) all 
Obligations outstanding (including the payment of premium, if any, and interest payable on such 
Obligations to the maturity or redemption date thereof), provided that such moneys, if invested, shall be 
invested at the direction of the Obligated Group Representative in Escrow Obligations, in an amount, 
without consideration of any income or increment to accrue thereon, sufficient to pay or redeem (when 
redeemable) and discharge the indebtedness on all Obligations outstanding at or before their respective 
maturity dates; it being understood that the investment income on such Escrow Obligations may be used at 
the direction of the Obligated Group Representative for any other purpose permitted by law; 

 (c) by delivering to the Master Trustee, for cancellation by it, all Obligations outstanding; or 

 (d) by depositing with the Master Trustee, in trust, before maturity, Escrow Obligations in 
such amount as the Master Trustee shall determine (which determination may be based upon a report of a 
firm of independent certified public accountants) will, together with the income or increment to accrue 
thereon, without consideration of any reinvestment thereof, be fully sufficient to pay or redeem (when 
redeemable) and discharge the indebtedness on all Obligations outstanding at or before their respective 
maturity dates; 

and if the Obligated Group shall also pay or cause to be paid all other sums payable under the Master Indenture by 
the Obligated Group and, if any such Obligations are to be redeemed prior to the maturity thereof, notice of such 
redemption shall have been given in accordance with the requirements of the Master Indenture or provisions 
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satisfactory to the Master Trustee shall have been made for the giving of such notice, then and in that case (but 
subject to the provisions of the Master Indenture summarized under the caption “SUMMARY OF CERTAIN PROVISIONS 
OF THE MASTER INDENTURE — SATISFACTION OF RELATED BONDS”) the Master Indenture and the estate and rights 
granted thereunder shall cease, determine, and become null and void, and thereupon the Master Trustee shall, upon 
Written Request of the Obligated Group Representative, and upon receipt by the Master Trustee of an Officer’s 
Certificate from the Obligated Group Representative and an opinion of Independent C ounsel acceptable to the 
Master Trustee, each stating that in the opinion of the signers all conditions precedent to the satisfaction and 
discharge of the Master Indenture have been complied with, forthwith execute proper instruments acknowledging 
satisfaction of and discharging the Master Indenture and the lien thereof.  The satisfaction and discharge of the 
Master Indenture shall be without prejudice to the rights of the Master Trustee to charge and be reimbursed by the 
Obligated Group for any expenditures which it may thereafter incur in connection with the Master Indenture.  The 
foregoing notwithstanding, the liability of the Obligated Group in respect of the Obligations shall continue, but the 
holders thereof shall thereafter be entitled to payment only out of the moneys or Escrow Obligations deposited with 
the Master Trustee as aforesaid. 

Any moneys, funds, securities, or other property remaining on deposit under the Master Indenture (other 
than said Escrow Obligations or other moneys deposited in trust as above provided) shall, upon the full satisfaction 
of the Master Indenture, forthwith be transferred, paid over and distributed to the Obligated Group. 

The Obligated Group may at any time surrender to the Master Trustee for cancellation by it any Obligations 
previously authenticated and delivered which the Obligated Group may have acquired in any manner whatsoever, 
and such Obligations, upon such surrender and cancellation, shall be deemed to be paid and retired. 

PROVISION FOR PAYMENT OF A PARTICULAR SERIES OF OBLIGATIONS OR PORTION THEREOF 

If the Obligated Group shall pay or provide for the payment of the entire indebtedness on all Obligations of 
a particular series or a portion of such a series (including, for the purpose of the Master Indenture, any such 
Obligations owned by a Member) in one of the following ways: 

 (a) by paying or causing to be paid the principal of (including redemption premium, if any) 
and interest on all Obligations of such series or portion thereof outstanding, as and when the same shall 
become due and payable; 

 (b) by depositing with the Master Trustee, in trust, at or before maturity, moneys in an 
amount as the Master Trustee shall determine sufficient to pay or redeem (when redeemable) all 
Obligations of such series or portion thereof outstanding (including the payment of premium, if any, and 
interest payable on such Obligations to the maturity or redemption date), provided that such moneys, if 
invested, shall be invested at the direction of the Obligated Group Representative in Escrow Obligations in 
an amount, without consideration of any income or increment to accrue thereon, sufficient to pay or redeem 
(when redeemable) and discharge the indebtedness on all Obligations of such series or portion thereof 
outstanding at or before their respective maturity dates; it being understood that the investment income on 
such Escrow Obligations may be used at the direction of the Obligated Group Representative for any other 
purpose permitted by law; 

 (c) by delivering to the Master Trustee, for cancellation by it, all Obligations of such series 
or portion thereof outstanding; or 

 (d) by depositing with the Master Trustee, in trust, Escrow Obligations in such amount as the 
Master Trustee shall determine (which determination may be based upon a report of a firm of independent 
certified public accountants) will, together with the income or increment to accrue thereon without 
consideration of any reinvestment thereof, be fully sufficient to pay or redeem (when redeemable) and 
discharge the indebtedness on all Obligations of such series or portion thereof at or before their respective 
maturity dates; 
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and if the Obligated Group shall also pay or cause to be paid all other sums payable under the Master Indenture by 
the Obligated Group with respect to such series of Obligations or portion thereof, and, if any such Obligations of 
such series or portion thereof are to be redeemed prior to the maturity thereof, notice of such redemption shall have 
been given in accordance with the requirements of the Master Indenture or provisions satisfactory to the Master 
Trustee shall have been made for the giving of such notice, then in that case (but subject to the provisions of the 
Master Indenture summarized under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 
— SATISFACTION OF RELATED BONDS”) such Obligations shall cease to be entitled to any lien, benefit or security 
under the Master Indenture.  The liability of the Obligated Group in respect of such Obligations shall continue but 
the holders thereof shall thereafter be entitled to payment (to the exclusion of all other Obligation holders) only out 
of the moneys or Escrow Obligations deposited with the Master Trustee as aforesaid. 

SATISFACTION OF RELATED BONDS 

The provisions of the Master Indenture notwithstanding, any Obligation which secures a Related Bond 
(i) shall be deemed paid and shall cease to be entitled to the lien, benefit and security under the Master Indenture in 
the circumstances described in subsection (b)(ii) of the definition of “Outstanding Obligations”; and (ii) shall not be 
deemed paid and shall continue to be entitled to the lien, benefit and security under the Master Indenture unless and 
until such Related Bond shall cease to be entitled to any lien, benefit or security under the Related Bond Indenture 
pursuant to the provisions thereof. 

SUMMARY OF CERTAIN PROVISIONS OF THE MORTGAGE 

The following information is a summary of certain provisions of the Mortgage.  Reference is made to the 
Mortgage for a full and complete statement of its provisions. 

GENERAL 

The Mortgage will secure the obligation of the Corporation (the “Mortgagor”) to pay all Obligations 
issued under the Master Indenture. 

REPRESENTATION AND WARRANTIES 

The Mortgagor represents and warrants in the Mortgage that it has good and marketable fee simple title to 
the Land, and the Mortgagor represents and warrants that it is the lawful owner and is now lawfully seized and 
possessed of the Mortgaged Property (other than that not presently in existence), free and clear of all Liens 
whatsoever except Permitted Encumbrances. The Mortgagor further represents and warrants that the Mortgage 
constitutes (i) a valid first mortgage lien upon the Land, including the fixtures, subject only to Permitted 
Encumbrances and (ii) a security interest in the Machinery and Equipment, which security interest is (a) perfected to 
the extent the same may be perfected by filing under the Illinois Uniform Commercial Code and (b) prior to any 
other security interest in such Machinery and Equipment, subject only to Permitted Encumbrances and (iii) a legal, 
valid and binding obligation of the Mortgagor, enforceable in accordance with its terms.  The easements, 
rights-of-way, liens, encumbrances, covenants, conditions, restrictions, exceptions, minor defects, irregularities of 
title and encroachments on adjoining real estate which are Permitted Encumbrances, if any, now existing with 
respect to the Land do not and will not materially adversely affect the value of the Facilities or the Property 
currently affected thereby, or materially impair or materially interfere with the operation and usefulness thereof for 
the purpose for which they were acquired or are held by the Mortgagor.  

AFTER-ACQUIRED PROPERTY 

All right, title and interest of the Mortgagor in and to all improvements, betterments, renewals, substitutions 
and replacements of the Mortgaged Property or any part thereof hereafter constructed or acquired by the Mortgagor, 
immediately upon such construction or acquisition, and without any further mortgaging, conveyance or assignment, 
shall become and be part of the Mortgaged Property and shall be subject to the lien and security interest of the 
Mortgage as fully and completely and with the same effect as though now owned by the Mortgagor, but at any and 
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all times the Mortgagor will execute and deliver to the Master Trustee all such further assurances, mortgages, 
conveyances or assignments therefore and other instruments with respect thereto as the Master Trustee may 
reasonably require for the purpose of expressly and specifically subjecting the same to the lien and security interest 
of the Mortgage. 

MAINTENANCE OF LIEN 

The Mortgagor will, at its own expense, take all necessary action to maintain and preserve the lien and 
security interest of the Mortgage as a first priority lien and security interest, subject only to Permitted 
Encumbrances, so long as the Obligations are outstanding. 

INSPECTION OF MORTGAGED PROPERTY AND RECORDS 

The Master Trustee, any Obligation holder and any Bondholder shall have the right to inspect the 
Mortgaged Property and all books, records and documents relating thereto at all reasonable times, and access thereto 
shall be permitted for that purpose. 

EVENT OF DEFAULT DEFINED 

Each and all of the terms and provisions of the Master Indenture relating to defaults and remedies have 
been and are incorporated into the Mortgage by reference to the same extent as though fully set out therein.  The 
term “Event of Default” wherever used in the Mortgage shall mean (i) an Event of Default as defined in the Master 
Indenture, (ii) the failure of the Mortgagor to comply with any covenant, agreement or warranty contained in the 
Mortgage within 30 days after the Master Trustee shall have given written notice thereof to the Mortgagor and the 
Obligated Group Representative, provided that, if such default cannot with due diligence and dispatch be wholly 
cured within 30 days but can be wholly cured, it shall be cured within the time specified in the Master Indenture or 
(iii) the abandonment of the Mortgaged Property or any portion thereof by the Mortgagor for three consecutive days. 

REMEDIES 

When any Event of Default has occurred and is continuing, the Master Trustee may, in addition to the 
remedies described in the Mortgage, exercise any one or more or all, and in any order, of the remedies set forth in 
the Master Indenture, including without limitation the remedies provided therein with respect to real property; it 
being expressly understood that no remedy in the Mortgage or in the Master Indenture conferred is intended to be 
exclusive of any other remedy or remedies, but each and every remedy shall be cumulative and shall be in addition 
to every other remedy given in the Mortgage or now or hereafter existing at law or in equity or by statute.  

POSSESSION BY THE MASTER TRUSTEE 

When any Event of Default has occurred and is continuing, the Master Trustee shall, if applicable law 
permits, have the right to enter into and upon the Mortgaged Property and take possession thereof or to appoint an 
agent or trustee for the collection of the rents, issues, and profits of the Mortgaged Property. 

FORECLOSURE 

When any Event of Default has occurred and is continuing, the Master Trustee shall have the right to 
foreclose the lien of the Mortgage for the indebtedness secured thereby or any part thereof.  

RECEIVER 

Upon, or at any time after, the acceleration of any series of Obligations or the filing of a complaint to 
foreclose the Mortgage, a court of competent jurisdiction may, upon the application of the Master Trustee, appoint a 
receiver (at the Mortgagor’s expense) of the Mortgaged Property.  Such appointment may be made either before or 
after sale, without regard to solvency or insolvency of the Mortgagor at the time of application for such receiver, and 
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without regard to the then value of the Mortgaged Property or whether the same shall be then occupied as a 
homestead or not; and the Master Trustee or any employee or agent thereof may be appointed as such receiver.  

SUPPLEMENTS AND AMENDMENTS TO THE MORTGAGE 

The Mortgagor and the Master Trustee may from time to time enter into such supplements and amendments 
to the Mortgage as they may deem necessary or desirable to effectuate the purposes or intent thereof; provided, 
however, that no such amendment shall be effective if not adopted in accordance with the terms of the Master 
Indenture. 

CONDITIONS FOR RELEASE 

So long as no Event of Default shall have occurred and be continuing under the Mortgage or under the 
Master Indenture, the Master Trustee shall release: 

 (a) Machinery and Equipment in accordance with the related provisions of the Mortgage and 
the Master Indenture; and 

 (b) Mortgaged Land upon receipt by the Master Trustee of: 

 (i) a written consent to the release of the Mortgaged Land to be released (referred to 
under this subheading as the “Released Property”) of a majority in aggregate principal amount of 
the holders of the outstanding Obligations; or  

 (ii) in all other cases, the following documents: 

1.  A Written Request of the Mortgagor for such release, describing the 
Released Property; 

2. A certificate of the Mortgagor to the Master Trustee certifying: 

 (i) The conditions set forth in the provisions of the Master Indenture under 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE –SALE, LEASE OR OTHER 
DISPOSITION OF PROPERTY” for the disposition of the Released Property have been satisfied; and 

 (ii) No default or Event of Default shall exist and be continuing under the Mortgage; 

3. A supplement to the Mortgage, a release of the Mortgage, a supplement 
to the Master Indenture (if necessary) and other documents necessary to 
release the Mortgaged Land from the lien of the Mortgage; 

4. An opinion addressed to the Master Trustee  from Independent Counsel 
who is reasonably satisfactory to the Master Trustee to the effect that: 

 (i) The execution and delivery of the requested release will not violate any 
provisions of the Mortgage or of the Master Indenture; and all necessary action required to be 
taken by the Mortgagor and the Master Trustee to effect the release of the Released Property has 
been taken; and 

 (ii) The supplemental amendment hereto or the supplemental indenture to the 
Master Indenture, if required to effect the release of the Released Property have been duly 
authorized, executed and delivered and are binding upon the Mortgagor in accordance with their 
respective terms (subject to customary exceptions for laws affecting creditors’ rights and the 
applicability of equitable principles). 
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The foregoing notwithstanding, upon defeasance of the Master Indenture and Obligations thereunder in 
full, the Mortgage shall be deemed released and the Master Trustee shall cooperate with the Mortgagor to take any 
and all action appropriate to evidence such release, which shall be at the expense of the Mortgagor. 

CONFLICTS WITH MASTER INDENTURE 

In the event any of the terms or provisions of the Mortgage conflict with the Master Indenture, the Master 
Indenture shall control. 
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APPENDIX D 
 

SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE 
AND THE LOAN AGREEMENT 

Brief descriptions of certain provisions of the Bond Indenture and the Loan Agreement 
are included hereafter in this APPENDIX D of the Official Statement.  Such descriptions do not 
purport to be comprehensive or definitive.  All references herein to the provisions of the Bond 
Indenture and the Loan Agreement are qualified in their entirety by reference to each such 
document, copies of which are available for review prior to the issuance and delivery of the 
Series 2017 Bonds at the offices of BB&T Capital Markets and thereafter at the offices of the 
Bond Trustee.  All references to the Series 2017 Bonds are qualified in their entirety by reference 
to the definitive forms thereof and the information with respect thereto included in the Bond 
Indenture. 

DEFINITIONS OF CERTAIN TERMS 

The following are definitions of certain terms used in the Bond Indenture, the Loan 
Agreement, and this Official Statement. 

“Act” means the Illinois Finance Authority Act of the State of Illinois, as from time to 
time amended. 

“Authority” means the Illinois Finance Authority, a body politic and corporate created 
and existing under and by virtue of the Act, and its successors and assigns. 

“Authorized Denomination” means (i) initially, $100,000 or any integral multiple of 
$5,000 in excess thereof or (ii) $5,000 and any integral multiple thereof if (A) the Bonds are 
given an investment grade rating of “BBB-” or “BBa3” or its equivalent by a Rating Agency, (B) 
the Authority approves the change of the denominations of the Bonds to $5,000 and any integral 
multiple thereof, and (C) the Borrower, the Authority and the Bond Trustee receive an Opinion 
of Bond Counsel to the effect that such change to the denominations of the Bonds will not affect 
the validity of the Bonds or any exemption from Federal income taxation to which the interest on 
the Bonds would otherwise be entitled. 

“Bond Counsel” means a nationally recognized firm of municipal bond attorneys which 
are Independent Counsel and who are acceptable to the Authority. 

“Bond Financed Property” means all of the property of the Borrower financed or 
refinanced with the proceeds of the Series 2017 Bonds. 

“Bond Indenture” means the Bond Trust Indenture dated as of December 1, 2017 
between the Authority and the Bond Trustee, as it may from time to time be amended or 
supplemented. 
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“Bond Register” means the registration books of the Authority kept by the Bond Trustee 
to evidence the registration and transfer of the Series 2017 Bonds. 

“Bond Trustee” means UMB Bank, National Association, its successors and assigns, or 
any successor bond trustee under the Bond Indenture. 

“Bondholder,” “holder,” “owner,” or “owner of the Series 2017 Bonds” each means the 
registered owner of any Series 2017 Bond. 

“Bonds” means the Series 2017 Bonds. 

“Borrower” means Evangelical Retirement Homes of Greater Chicago, Incorporated, 
doing business as Friendship Village of Schaumburg, an Illinois not for profit corporation, and 
its successors and assigns and any surviving, resulting or transferee corporation. 

“Business Day” means a day which is not (a) a Saturday, Sunday or legal holiday on 
which banking institutions in the State of Illinois or the State of New York or in any city in 
which the designated corporate trust office of the Bond Trustee is located, are required or 
authorized by law to close or (b) a day on which the New York Stock Exchange is closed. 

“Closing Date” means the date of the initial issuance and delivery of the Series 2017 
Bonds. 

“Code” means the Internal Revenue Code of 1986, as amended from time to time.  Each 
reference to a section of the Code shall be deemed to include the United States Treasury 
Regulations, including temporary and proposed regulations relating to such section, which are 
applicable to the Series 2017 Bonds or the use of the proceeds thereof. 

“Continuing Disclosure Agreement” means that certain Continuing Disclosure 
Agreement dated as of December 1, 2017 between the Borrower, as Obligated Group 
Representative, and Digital Assurance Certification LLC, as dissemination agent. 

“Debt Service Requirements” shall have the meaning set forth under the caption 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE AND THE MORTGAGE – 
DEFINITIONS OF CERTAIN TERMS – Debt Service Requirements” in APPENDIX C to the Official 
Statement. 

“Debt Service Reserve Fund Requirement” means initially, $8,507,456.26 and, upon the 
maturity or redemption of any Series 2017 Bonds (by mandatory Bond Sinking Fund 
redemptions or otherwise), an amount equal to the lesser of (i) the Maximum Annual Debt 
Service Requirement during any Fiscal Year on the Series 2017 Bonds then Outstanding, (ii) an 
amount equal to 10% of the outstanding principal amount of the Series 2017 Bonds (determined 
in accordance with the provisions of U.S. Treasury Regulation Section 1.148 1(b)) or (iii) an 
amount equal to 125% of the average annual debt service requirements during any then current 
or future Fiscal Year on the Series 2017 Bonds, provided that the Maximum Annual Debt 
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Service Requirement and the Debt Service Requirement for any of the Series 2017 Bonds will be 
calculated in accordance with the provisions of the Master Indenture. 

“Defaulted Interest” means interest on any Bond which is payable but not duly paid on 
the date due. 

“DTC” means The Depository Trust Company, New York, New York, and its successors 
and assigns appointed pursuant to the Bond Indenture. 

“Facilities” has the meaning set forth in APPENDIX C to this Official Statement. 

“Fiscal Year” means any 12-month period beginning on April 1 and ending on March 31 
of the succeeding calendar year or such other consecutive 12-month period selected by the 
Obligated Group Representative as the fiscal year for the Members. 

“Fitch” means Fitch Ratings Inc., a corporation organized and existing under the laws of 
the State of New York, its successors and assigns, and, if such corporation shall be dissolved or 
liquidated or shall no longer perform the functions of a securities rating agency, “Fitch” shall be 
deemed to refer to any other nationally recognized securities rating agency designated by the 
Obligated Group Representative with written notice to the Bond Trustee, the Authority and the 
Borrower. 

“Governing Body” means the board of directors, the board of trustees or similar group in 
which the right to exercise the powers of corporate directors or trustees is vested. 

“Government Obligations” means securities which consist of (a) United States 
Government Obligations or (b) evidences of a direct ownership in future interest or principal 
payments on United States Government Obligations, which obligations are held in a custody 
account by a custodian pursuant to the terms of a custody agreement. 

“Immediate Notice” means notice by telephone, telex, telecopier or electronic mail to 
such address as the addressee shall have directed in writing, promptly followed by written notice 
by first class mail, postage prepaid; provided, however, that if any Person required to give an 
Immediate Notice shall not have been provided with the necessary information as to the 
telephone, telex, telecopier number or electronic mail address of an addressee, Immediate Notice 
shall mean written notice by first class mail, postage prepaid. 

“Independent Counsel” means an attorney duly admitted to practice law before the 
highest court of any state and, without limitation, may include independent legal counsel for the 
Authority, the Borrower, any other Member of the Obligated Group, the Bond Trustee or the 
Master Trustee. 

“Initial Purchaser” means BB&T Capital Markets, a division of BB&T Securities, LLC, 
the initial purchaser of the Series 2017 Bonds. 
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“Interest Payment Date” means each February 15 and August 15, commencing  
February 15, 2018, and, if any date so specified is not a Business Day, the Interest Payment Date 
shall be the immediately following Business Day. 

“Loan Agreement” means the Loan Agreement dated as of December 1, 2017 between 
the Authority and the Borrower relating to the Series 2017 Bonds, as it may from time to time be 
amended and supplemented. 

“Master Indenture” means the Original Master Indenture, as supplemented and amended 
by the Third Supplemental Master Indenture and as it may from time to time be further 
supplemented and amended in accordance with the terms thereof. 

“Master Trustee” means Wells Fargo Bank, National Association, as master trustee, or 
any other successor trustee under the Master Indenture. 

“Maximum Annual Debt Service Requirement” means the largest total Debt Service 
Requirements for the current or any succeeding Fiscal Year. 

“Member” or “Member of the Obligated Group” means any Person who is designated as 
a Member of the Obligated Group pursuant to the terms and conditions of the Master Indenture. 

“Moody’s” means Moody’s Investors Service, a corporation organized and existing 
under the laws of the State of Delaware, its successors and assigns, and, if such corporation shall 
be dissolved or liquidated or shall no longer perform the functions of a securities rating agency, 
“Moody’s” shall be deemed to refer to any other nationally recognized securities rating agency 
designated by the Obligated Group Representative by notice to the Bond Trustee, the Authority 
and the Borrower. 

“Mortgage” means the Original Mortgage as supplemented and amended by the Third 
Supplemental Mortgage and Security Agreement and as it may from time to time be further 
supplemented and amended in accordance with the terms thereof. 

“Obligated Group” means the Borrower and any other Person which has fulfilled the 
requirements for entry into the Obligated Group set forth in the provisions of the Master 
Indenture and which has not ceased such status pursuant to the provisions of the Master 
Indenture. 

“Obligated Group Representative” means the Borrower or such other Member of the 
Obligated Group as may be designated from time to time pursuant to written notice to the Master 
Trustee and the Authority executed by the President or Chairman of the Governing Body of the 
Borrower or, if the Borrower is no longer a Member of the Obligated Group, of each Member of 
the Obligated Group. 

“Officer’s Certificate” means a certificate signed, in the case of a certificate delivered by 
a corporation, by the President, any Vice-President or any other officer or agent authorized to 
sign by resolution of the Governing Body of such corporation or, in the case of a certificate 
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delivered by any other Person, the chief executive or chief financial officer of such other Person, 
in either case whose authority to execute such certificate shall be delivered to the Bond Trustee. 

“Official Statement” means this Official Statement prepared in connection with the 
issuance and sale of the Series 2017 Bonds. 

“Opinion of Bond Counsel” means a written opinion of Bond Counsel in form and 
substance acceptable to the Authority (which opinion may be based on a ruling or rulings of the 
Internal Revenue Service). 

“Original Master Indenture” means the Master Trust Indenture dated as of July 15, 
2005, as supplemented and amended, between the Borrower and the Master Trustee. 

“Original Mortgage” means the Mortgage and Security Agreement dated as of July 15, 
2005, as supplemented and amended, from the Borrower, as mortgagee, to the Master Trustee, as 
mortgagor. 

“Outstanding Bonds,” “Outstanding Series 2017 Bonds,” “Outstanding,” or “Bonds 
Outstanding” means, as of any given date, all Series 2017 Bonds which have been duly 
authenticated and delivered by the Bond Trustee under the Bond Indenture, except: 

 (a) Series 2017 Bonds cancelled after purchase thereof in the open market or 
because of payment at or redemption prior to maturity; 

 (b) Series 2017 Bonds for the payment or redemption of which cash or 
noncallable Government Obligations or both shall have been theretofore deposited with 
the Bond Trustee (whether upon or prior to the maturity or redemption date of any such 
Series 2017 Bonds) in accordance with the Bond Indenture; provided that if such 
Series 2017 Bonds are to be redeemed prior to the maturity thereof, notice of such 
redemption shall have been given or arrangements satisfactory to the Bond Trustee shall 
have been made therefor, or waiver of such notice satisfactory in form to the Bond 
Trustee shall have been filed with the Bond Trustee; 

 (c) Series 2017 Bonds in lieu of which others have been authenticated under 
the Bond Indenture; and 

 (d) For the purpose of determining whether the owners of a requisite 
aggregate principal amount of outstanding Series 2017 Bonds have concurred in any 
request, demand, authorization, direction, notice, consent or waiver under the provisions 
of the Bond Indenture, Series 2017 Bonds which are owned or held by a Member.  In 
determining whether a Bond is held by a Member, only Bonds (i) which are registered in 
the name of a Member (or with respect to which a Member is the beneficial owner) or 
(ii) which the Bond Trustee knows to be so owned, shall be treated as Bonds owned by a 
Member. 
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“Paying Agent” means the bank or banks, if any, designated pursuant to the Bond 
Indenture to receive and disburse the principal of and interest on the Bonds.  The Paying Agent is 
initially the Bond Trustee. 

“Person” means any natural person, firm, joint venture, association, partnership, 
business trust, corporation, limited liability company, public body, agency or political 
subdivision thereof or any other similar entity. 

“Project” means all Property of the Borrower originally financed with the proceeds of 
the Bonds. 

“Property” has the meaning set forth in APPENDIX C to this Official Statement. 

 “Purchase Contract” means the Bond Purchase Agreement among the Initial Purchaser, 
the Borrower and the Authority, providing for the sale of the Series 2017 Bonds. 

“Qualified Investments” means, if and to the extent the same are at the time legal for 
investment of funds held under the Bond Indenture, dollar denominated investments in any of the 
following: 

 (a) Government Obligations; 

 (b) debt obligations which are (i) issued by any state or political subdivision 
thereof or any agency or instrumentality of such state or political subdivision, and (ii) at 
the time of purchase, rated in one of the two highest rating categories (without regard to 
any refinement or gradation of rating category by numerical modifier or otherwise) 
assigned by any Rating Agency;  

 (c) any bond, debenture, note, participation certificate or other similar 
obligation issued by a government sponsored agency (such as the Federal National 
Mortgage Association, the Federal Home Loan Bank System, the Federal Home Loan 
Mortgage Corporation or the Federal Farm Credit Bank) which is either (i) at the time of 
purchase, rated in one of the two highest rating categories (without regard to any 
refinement or gradation of rating category by numerical modifier or otherwise) assigned 
by any Rating Agency, or (ii) backed by the full faith and credit of the United States of 
America; 

 (d) U.S. denominated deposit account, certificates of deposit and banker's 
acceptances of any bank, trust company, or savings and loan association, including the 
Master Trustee or the Bond Trustee or its affiliates, which have a rating on their short-
term certificates of deposit on the date of purchase in one of the two highest short-term 
rating categories (without regard to any refinement or gradation of rating category by 
numerical modifier or otherwise) assigned by any Rating Agency, and , which mature not 
more than 365 days after the date of purchase;  
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 (e) commercial paper which is rated at the time of purchase in one of the two 
highest short-term rating categories (without regard to any refinement or gradation of 
rating category by numerical modifier or otherwise) assigned by any Rating Agency, and 
which matures not more than 270 days after the date of purchase;  

 (f) bonds, notes, debentures or other evidences of indebtedness issued or 
guaranteed by a corporation which are, at the time of purchase, rated by any Rating 
Agency in any of the three highest rating categories (without regard to any refinement or 
gradation of rating category by numerical modifier or otherwise); 

 (g) asset-backed securities, commercial mortgage-backed securities, or 
mortgage-backed securities which are, at the time of purchase, rated by any Rating 
Agency in any of the two highest rating categories (without regard to any refinement or 
gradation of rating category by numerical modifier or otherwise);    

 (h) investment agreements with banks (including without limitation the Bond 
Trustee or the Master Trustee) that at the time the agreement is executed are at the time 
of purchase rated in one of the two highest rating categories (without regard to any 
refinement or gradation of rating category by numerical modifier or otherwise) assigned 
by any Rating Agency or investment agreements with non-bank financial institutions, 
provided that (1) all of the unsecured, direct long-term debt of either the non-bank 
financial institution or the related guarantor of such non-bank financial institution is rated 
by any Rating Agency at the time the agreement is executed in one of the two highest 
rating categories (without regard to any refinement or gradation of rating category by 
numerical modifier or otherwise) for obligations of that nature; or (2) if the non-bank 
financial institution and any related guarantor have no outstanding long-term debt that is 
rated, all of the short-term debt of either the non-bank financial institution or the related 
guarantor of the non-bank financial institution is at the time of purchase rated by any 
Rating Agency in one of the two highest rating categories (without regard to any 
refinement or gradation of the rating category by numerical modifier or otherwise) 
assigned to short-term indebtedness by any Rating Agency.  If such non-bank financial 
institution and any guarantor do not have any short-term or long-term debt, but do have a 
rating in one of the two highest rating categories (without regard to any refinement or 
gradation of rating category by numerical modifier or otherwise), then investment 
agreements with the non-bank financial institution will be permitted; 

 (i) repurchase agreements with respect to and secured by Government 
Obligations or by obligations described in clause (b) and (c) above, which agreements 
may be entered into with a bank (including the Bond Trustee or its affiliates), a trust 
company, financial services firm or a broker dealer which is a member of the Securities 
Investors Protection Corporation, provided that (i) the Bond Trustee or a custodial agent 
of the Bond Trustee has possession of the collateral and that the collateral is, to the 
knowledge of the Bond Trustee, free and clear of third-party claims, (ii) a master 
repurchase agreement or specific written repurchase agreement governs the transaction, 
(iii) the collateral securities are valued no less frequently than monthly, and (iv) the fair 
market value of the collateral securities in relation to the amount of the repurchase 
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obligation, including principal and interest, is equal to at least 103%, and (v) such 
obligations must be held in the custody of the Bond Trustee or the Bond Trustee’s agent; 
and 

 (j) investments in a money market fund, including funds of the Bond Trustee 
or its affiliates, rated (at the time of purchase) in the highest rating category for this type 
of investment by any Rating Agency; and 

 (k) shares in any investment company, money market mutual fund, fixed 
income mutual fund, Exchange Traded Fund or other collective investment fund 
registered under the Federal Investment Company Act of 1940, whose shares are 
registered under the Securities Act of 1933, and whose investments consist solely of 
Qualified Investments as defined in paragraphs (a) through (i) above, including money 
market mutual funds from which the Bond Trustee or its affiliates derive a fee for 
investment advisory or other services to the fund. 

The Bond Trustee shall be entitled to assume that any investment which at the time of 
purchase is a Qualified Investment remains a Qualified Investment thereafter, absent actual 
receipt of written notice to the contrary.  The Bond Trustee shall have no responsibility to 
monitor the ratings of Qualified Investments after the initial purchase of or investment in such 
Qualified Investments. 

For the purposes of this definition, obligations issued or held in the name of the Bond 
Trustee (or in the name of Authority and payable to the Bond Trustee) in book-entry form on the 
books of the Department of Treasury of the United States shall be deemed to be deposited with 
the Bond Trustee. 

“Rating Agency” means Moody’s, Standard & Poor’s or Fitch and their respective 
successors and assigns. 

“Rebate Fund” means the fund created under the Tax Exemption Agreement to comply 
with Section 148(f) of the Code. 

“Record Date” means, with respect to Bonds, the February 1 or August 1 (whether or not 
a Business Day) next preceding an Interest Payment Date. 

“Representation Letter” means the Blanket DTC Letter of Representations dated 
November 9, 2010 from the Authority accepted by DTC. 

“Series 2017 Bonds” means the aggregate principal amount of Illinois Finance Authority 
Revenue Bonds, Series 2017 (Friendship Village of Schaumburg) authorized to be issued 
pursuant to the terms and conditions of the Bond Indenture. 

“Series 2017 Obligation” means the Direct Note Obligation, Series 2017-2 (Illinois 
Finance Authority) of the Borrower in the aggregate principal amount of the Series 2017 Bonds 
and in substantially the form attached to the Third Supplemental Master Indenture. 
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“Special Record Date” means the date fixed by the Bond Trustee pursuant to the Bond 
Indenture for the payment of Defaulted Interest. 

 “Standard & Poor’s” or “S&P” means S&P Global Ratings, a corporation organized 
and existing under the laws of the State of New York, its successors and assigns and, if such 
corporation shall be dissolved or liquidated or shall no longer perform the functions of a 
securities rating agency, “Standard & Poor’s” or “S&P” shall be deemed to refer to any other 
nationally recognized securities rating agency which has been designated by the Obligated Group 
Representative by notice to the Bond Trustee, the Authority and the Borrower. 

“State” means the State of Illinois. 

“Tax-Exempt Organization” means a Person organized under the laws of the United 
States of America or any state thereof which is an organization described in Section 501(c)(3) of 
the Code, which is exempt from federal income taxes under Section 501(a) of the Code and 
which is not a “private foundation” within the meaning of Section 509(a) of the Code or 
corresponding provisions of federal income tax laws from time to time in effect. 

“Tax Exemption Agreement” means the Tax Exemption Certificate and Agreement 
relating to the Series 2017 Bonds dated the Closing Date among the Borrower, the Authority and 
the Bond Trustee and all amendments and supplements thereto. 

“Third Supplemental Master Indenture” means the Third Supplemental Master Trust 
Indenture dated as of December 1, 2017 between the Borrower and the Master Trustee, 
supplementing and amending the Original Master Indenture, providing for, among other things, 
the issuance of the Series 2017 Obligation.  

“Third Supplemental Mortgage and Security Agreement” means the Third Supplemental 
Mortgage and Security Agreement dated as of December 1, 2017 between the Borrower, as 
mortgagee, and the Master Trustee, as mortgagee, supplementing and amending the Original 
Mortgage. 

“Unassigned Rights” means the fees and expenses payable to the Authority, the 
Authority’s right to indemnification in certain circumstances, the Authority’s right to execute 
and deliver supplements and amendments to the Loan Agreement and the Authority’s right to 
make certain approvals or consents required by the Loan Agreement and exercise the same rights 
of discretion as are granted to the Master Trustee under the Master Indenture. 

“United States Government Obligations” means noncallable direct obligations of, or 
obligations the timely payment of the principal of and interest on which is fully guaranteed by, 
the United States of America, including obligations issued or held in book entry form on the 
books of the Department of Treasury of the United States of America. 

“Unrelated Trade or Business” means an activity which constitutes an “unrelated trade 
or business” within the meaning of Section 513(a) of the Code without regard to whether such 
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activity results in unrelated trade or business income subject to taxation under Section 512(a) of 
the Code. 

“Valuation Date” means any date on which the Bond Trustee values the investments on 
deposit in the Debt Service Reserve Fund pursuant to the terms of the Bond Indenture described 
under “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE – FUNDS; DISPOSITION OF 
REVENUES – 4. Debt Service Reserve Fund” below. 

“Written Request” means, with reference to the Authority, a request in writing (which 
may be by electronic means acceptable to the Bond Trustee) signed by the Chairman, 
Vice-Chairman, Executive Director, Treasurer, Secretary or an Assistant Secretary of the 
Authority, and, with reference to the Borrower, a request in writing signed by the President, a 
Vice President, Executive Director, Chief Financial Officer, Secretary or Assistant Secretary of 
the Borrower, or any other officers designated by the Authority or the Borrower, as the case may 
be. 

SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE 

The following is a summary of certain covenants and provisions of the Bond Indenture.  
Reference is made to the Bond Indenture for a full and complete statement of its provisions. 

FUNDS; DISPOSITION OF REVENUES 

 1. Revenue Fund.  The Authority shall establish with the Bond Trustee and maintain so 
long as any of the Bonds are outstanding a separate account to be known as the “Revenue Fund – 
Friendship Village of Schaumburg – Series 2017” (the “Revenue Fund”).  All payments upon 
the Series 2017 Obligation pledged under the Bond Indenture, all payments under the Loan 
Agreement and all transfers from the Rebate Fund, when received by the Bond Trustee, shall be 
deposited into the Revenue Fund and shall be held therein until disbursed as provided in the 
Bond Indenture.  Pursuant to the assignment and pledge of payments upon the Series 2017 
Obligation set forth in the granting clauses contained in the Bond Indenture, the Authority will 
direct the Borrower to make payments upon the Series 2017 Obligation pledged under the Bond 
Indenture directly to the Bond Trustee when and as the same become due and payable. 

 2. Interest Fund.  The Authority shall establish with the Bond Trustee and maintain so 
long as any of the Bonds are outstanding a separate account to be known as the “Interest Fund – 
Friendship Village of Schaumburg – Series 2017” (the “Interest Fund”).   

On or before January 10, 2018 and February 10, 2018, the Bond Trustee shall deposit in 
the Interest Fund from moneys in the Revenue Fund one-half of the amount of the interest to 
become due on the Series 2017 Bonds on February 15, 2018.  Thereafter, on or before the tenth 
day of each month commencing March 10, 2018, the Bond Trustee shall deposit in the Interest 
Fund from moneys in the Revenue Fund an amount which, together with subsequent equal 
amounts to be deposited on the tenth day of each month preceding the next semi-annual Interest 
Payment Date, is not less than the interest to become due on the next succeeding semi-annual 
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Interest Payment Date of the Series 2017 Bonds.  No monthly deposit pursuant to the provisions 
of the Bond Indenture summarized in this paragraph need be made to the extent that there is a 
sufficient amount already on deposit in the Interest Fund and available for such purpose.  If the 
tenth day of any month is not a Business Day, the deposit required to be made shall be made on 
the next succeeding Business Day. 

Moneys on deposit in the Interest Fund, other than income thereon which is to be 
transferred to other funds created under the Bond Indenture or the Rebate Fund, must be used to 
pay interest on the Bonds as it becomes due. 

In connection with any partial redemption or defeasance prior to maturity of the Bonds, 
the Bond Trustee shall, at the request of the Borrower, use any amounts on deposit in the Interest 
Fund in excess of the amount needed to pay the interest on the Bonds remaining outstanding on 
the first interest payment date occurring on or after the date of such redemption or defeasance to 
pay the principal of and interest on the Bonds to be redeemed or defeased. 

 3. Bond Sinking Fund.  The Authority shall establish with the Bond Trustee and 
maintain so long as any of the Bonds are outstanding a separate account to be known as the 
“Bond Sinking Fund – Friendship Village of Schaumburg – Series 2017” (the “Bond Sinking 
Fund”). 

On or before the tenth day of each month commencing March 10, 2018, after making the 
deposit required by the Bond Indenture, the Bond Trustee shall deposit in the Bond Sinking Fund 
from moneys in the Revenue Fund an amount which, together with subsequent equal amounts to 
be deposited on the tenth day of each month preceding the next succeeding February 15, is not 
less than the principal to become due on the Series 2017 Bonds on such February 15 by maturity 
or mandatory Bond Sinking Fund redemption pursuant to the Bond Indenture.  No such deposit 
need be made to the extent that there is a sufficient amount already on deposit and available for 
such purpose in the Bond Sinking Fund.  If the tenth day of any month is not a Business Day, the 
deposit required to be made shall be made on the next succeeding Business Day. 

Moneys on deposit in the Bond Sinking Fund, other than income earned thereon which is 
to be transferred to other funds created under the Bond Indenture or to the Rebate Fund, shall be 
applied by the Bond Trustee to pay principal of the Bonds as it becomes due and to redeem the 
Bonds in accordance with the mandatory Bond Sinking Fund redemption schedule provided in 
the Bond Indenture.  In lieu of such mandatory Bond Sinking Fund redemption, the Bond 
Trustee may, at the request of the Borrower, purchase for cancellation an equal principal amount 
of Bonds of the maturity to be redeemed in the open market at prices not exceeding the principal 
amount of the Bonds being purchased, with such interest portion of the purchase price to be paid 
from the Interest Fund and the principal portion of such purchase price to be paid from the Bond 
Sinking Fund.  In addition, the amount of Bonds to be redeemed on any date pursuant to the 
mandatory Bond Sinking Fund redemption schedule shall be reduced by the principal amount of 
Bonds of the maturity required to be redeemed which are acquired by the Borrower or any other 
Member and delivered to the Bond Trustee for cancellation. 
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In connection with any partial redemption or defeasance prior to maturity of the Bonds, 
the Bond Trustee may, at the request of the Borrower, use any amounts on deposit in the Bond 
Sinking Fund in excess of the amount needed to pay principal on the Bonds remaining 
outstanding on the first principal or mandatory sinking fund payment date occurring on or after 
the date of such redemption or defeasance to pay the principal of and interest on the Bonds to be 
redeemed or defeased. 

 4. Debt Service Reserve Fund.  The Authority shall establish with the Bond Trustee 
and maintain so long as any of the Bonds are outstanding a separate account to be known as the 
“Debt Service Reserve Fund – Friendship Village of Schaumburg – Series 2017” (the “Debt 
Service Reserve Fund”).  A deposit to the credit of the Debt Service Reserve Fund shall be made 
in accordance with the provisions of the Bond Indenture.  Amounts on deposit in the Debt 
Service Reserve Fund shall be administered by the Bond Trustee as summarized under this 
subcaption.  Except as provided in the provisions of the Bond Indenture summarized under this 
subcaption, moneys on deposit in the Debt Service Reserve Fund shall be used only to make up 
any deficiencies in the Interest Fund and the Bond Sinking Fund (in that order).   

Moneys on deposit in the Debt Service Reserve Fund shall be invested in Qualified 
Investments as provided under the caption “INVESTMENT OF FUNDS” below.  Qualified 
Investments in the Debt Service Reserve Fund shall be valued by the Bond Trustee on February 
1 of each Fiscal Year (the “Valuation Date”), on the basis of fair market value (which valuation 
shall take into account any accrued and unpaid interest).  If on any Valuation Date the amount on 
deposit in the Debt Service Reserve Fund is less than 90% of the Debt Service Reserve Fund 
Requirement as a result of a decline in the market value of investments on deposit in the Debt 
Service Reserve Fund, the Loan Agreement requires the Borrower to deposit in the Debt Service 
Reserve Fund the amount necessary to restore the amount on deposit in the Debt Service Reserve 
Fund to an amount equal to the Debt Service Reserve Fund Requirement within 120 days 
following the date on which the Borrower receives notice of such deficiency.  If at any time the 
amount on deposit in the Debt Service Reserve Fund is less than 100% of the Debt Service 
Reserve Fund Requirement as a result of the Debt Service Reserve Fund having been drawn 
upon, the Loan Agreement requires the Borrower to restore the amount on deposit in the Debt 
Service Reserve Fund to an amount equal to the Debt Service Reserve Fund Requirement by the 
deposit with the Bond Trustee of an amount equal to such deficiency in not more than 
12 substantially equal monthly installments beginning with the first day of the seventh month 
after the month in which such draw occurred. 

In connection with any partial redemption or defeasance prior to maturity of the Bonds, 
the Bond Trustee shall, at the request of the Borrower, use any amounts on deposit in the Debt 
Service Reserve Fund in excess of the Debt Service Reserve Fund Requirement after such 
redemption to pay the principal of or the principal portion of the redemption price of said Bonds 
to be redeemed or defeased.  On the final maturity date of the Bonds, any moneys in the Debt 
Service Reserve Fund may be used to pay the principal of and interest on the applicable 
Series 2017 Bonds on such final maturity date. 

If at any time the amount on deposit in the Debt Service Reserve Fund is less than the 
maximum amount of principal and interest payable on the Series 2017 Bonds during the next 
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succeeding six-month period, the Bond Trustee shall give notice of such event by first class mail, 
postage prepaid, to the Director of the Department of Illinois Public Health. 

 5. Optional Redemption Fund.  The Authority shall establish with the Bond Trustee 
and maintain so long as any of the Bonds are outstanding a separate account to be known as the 
“Optional Redemption Fund – Friendship Village of Schaumburg – Series 2017” (the “Optional 
Redemption Fund”).  In the event of (i) prepayment by or on behalf of the Borrower or any other 
Member of amounts payable on the Series 2017 Obligation pledged under the Bond Indenture, 
including prepayment with condemnation, insurance or sale proceeds, or (ii) deposit with the 
Bond Trustee by the Borrower or the Authority of moneys from any other source for redeeming 
Bonds or purchasing Bonds for cancellation, except as otherwise provided in the Bond Indenture, 
such moneys shall be deposited into the Optional Redemption Fund.  Funds received by the 
Bond Trustee for the prepayment of the Series 2017 Bonds shall be deposited in the Optional 
Redemption Fund.  Moneys on deposit in the Optional Redemption Fund shall be used first to 
make up any deficiencies existing in the Interest Fund, the Bond Sinking Fund and the Debt 
Service Reserve Fund (in the order listed) and second for the redemption of Bonds in accordance 
with the provisions of the Bond Indenture. 

 6. Expense Fund.  The Authority shall establish with the Bond Trustee a separate 
account to be known as the “Expense Fund – Friendship Village of Schaumburg – Series 2017” 
(the “Expense Fund”).  Within the Expense Fund, the Bond Trustee shall establish a separate 
account to be known as the “Equity Account – Friendship Village of Schaumburg – Series 2017” 
(the “Equity Account”).  Deposits to the Expense Fund shall be made as set forth in the Bond 
Indenture.  Moneys in the Expense Fund will be disbursed upon receipt of a Written Request of 
the Borrower for the payment of expenses for any recording, trustee’s and depositary’s fees and 
expenses, accounting and legal fees, financing costs and other fees and expenses incurred or to 
be incurred by or on behalf of the Authority or the Borrower in connection with or incident to the 
issuance and sale of the Series 2017 Bonds. At such time as the Bond Trustee is furnished with a 
Written Request of the Borrower stating that all such fees and expenses have been paid, and in 
no event later than April 1, 2018, the Bond Trustee shall transfer any moneys remaining in the 
Expense Fund to the Interest Fund. 

 7. Project Fund.  The Authority shall establish with the Bond Trustee a separate 
account to be known as the “Project Fund – Friendship Village of Schaumburg – Series 2017” 
(the “Project Fund”). An initial deposit to the credit of the Project Fund shall be made as required 
by the provisions of the Bond Indenture.  Any moneys received by the Bond Trustee that is 
identified by the Borrower as from any other source for the Project shall be deposited in the 
Project Fund unless otherwise specifically excepted under the Bond Indenture or unless contrary 
provision is made in the Loan Agreement.  The moneys in the Project Fund shall be held in trust 
by the Bond Trustee, shall be applied to the payment of the costs of the Project and, pending 
such application, shall be held as trust funds under the Bond Indenture in favor of the holders of 
the outstanding Bonds and for the further security of such holders until paid out or transferred as 
provided in the Bond Indenture. 

If after payment by the Bond Trustee of all orders theretofore tendered to the Bond 
Trustee under the provisions of the Bond Indenture and after receipt by the Bond Trustee of the 
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certifications described in the Bond Indenture there shall remain any moneys in the Project Fund, 
the Borrower may elect (i) to retain all or a portion of such moneys in the Project Fund until  the 
date that is three years after the issuance date of the Series 2017 Bonds and withdraw such 
moneys in accordance with the provisions of the Bond Indenture to pay or reimburse the 
Borrower for payment of the “cost” of an additional “project” or “projects” (as such terms are 
defined in the Act) if the Borrower complies with the provisions of the Loan Agreement relating 
to changes in or amendments to the Project Documents (as defined in the Loan Agreement), or 
(ii) to instruct the Bond Trustee to deposit such moneys in the Interest Fund to the extent 
necessary to make the next interest payment therefrom, then in the Bond Sinking Fund to the 
extent necessary to make the next payment therefrom so long as the next principal payment is 
required to be made within 13 months from the date of deposit therein and then to the Optional 
Redemption Fund.  

If the Borrower makes no such election and in any event on the date that is three years 
after the issuance date of the Series 2017 Bonds, the Bond Trustee shall transfer such moneys to 
the Interest Fund to the extent necessary to make the next interest payment therefrom, then to the 
Bond Sinking Fund to the extent necessary to make the next principal payment therefrom, if such 
principal payment is required to be made within 13 months from the date of deposit therein and 
then to the Optional Redemption Fund; provided, however, that if the Borrower and the Bond 
Trustee receive an Opinion of Bond Counsel to the effect that such moneys may be retained in 
the Project Fund or deposited in a manner not in accordance with the foregoing provisions, such 
moneys may be retained in the Project Fund or, if such Opinion of Bond Counsel is received by 
the Bond Trustee in sufficient time to permit the Bond Trustee to follow any directions contained 
therein, deposited as set forth in such Opinion of Bond Counsel.  The foregoing notwithstanding, 
amounts remaining in the Project Fund after completion of the Project as described above which 
are attributable to investment earnings may be transferred to the Rebate Fund upon the written 
request of the Borrower. 

As soon as practicable after the Borrower has made an election pursuant to (i) or (ii) in 
the second paragraph under this subheading has been made, the Borrower shall recalculate the 
average reasonably expected economic life of the Project, as reflected on the Project Certificate 
Exhibit (as defined in the Bond Indenture), to (i) make any adjustments required by the Bond 
Indenture, (ii) include in the Project Certificate Exhibit the average reasonably expected 
economic life of any additional projects undertaken with moneys remaining on deposit in the 
Project Fund at the completion of the Project, and (iii) include in the Project Certificate Exhibit 
the amount of moneys so transferred from the Project Fund as an asset with an economic life of 
zero.  The Bond Trustee shall be fully protected in relying on a written direction of the Borrower 
in retaining funds in the Project Fund or transferring such funds to the accounts specified in the 
Bond Indenture and summarized under this caption. 

Subject to the provisions of the Bond Indenture summarized under the caption 
“INVESTMENT OF FUNDS” below, moneys at any time on deposit in the Project Fund shall, by 
telephonic instructions promptly followed by a Written Request of the Borrower, be invested or 
reinvested by the Bond Trustee in Qualified Investments maturing at such time or times so that 
the Bond Trustee will be able to pay the costs of the Project from time to time upon the Written 
Request of the Borrower as provided in the Bond Indenture.  The Bond Trustee and the 
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Authority shall be entitled to rely upon the investment direction of the Borrower in scheduling 
such investments.  Any earnings on such investments shall be credited to and any losses on such 
investments shall be charged against the Project Fund. The Bond Trustee shall not be obligated 
to invest any moneys held by it under the Bond Indenture except as directed by the Borrower and 
except as provided otherwise in the provisions of the Bond Indenture summarized under 
“INVESTMENT OF FUNDS” below, but shall promptly inform the Authority and the Borrower of 
any amounts that remain uninvested but are eligible for investment in Qualified Investments.  
The Bond Trustee may sell or present for redemption any Qualified Investments so purchased 
whenever it shall be necessary in order to provide moneys to meet any payment pursuant to the 
provisions of the Bond Indenture summarized under this subheading and the Bond Trustee shall 
not be liable or responsible for any loss resulting from such investments.   

INVESTMENT OF FUNDS 

Upon a Written Request of the Borrower filed with the Bond Trustee, moneys in the 
Revenue Fund, Project Fund, Interest Fund, Bond Sinking Fund, Debt Service Reserve Fund, 
Optional Redemption Fund and Expense Fund shall be invested only in Qualified Investments 
selected by the Borrower.  Investment income on such Funds shall be transferred monthly by the 
Bond Trustee in accordance with the provisions described under this caption and any losses 
resulting from the investment of a Fund shall be charged to such Fund. In the absence of 
investment instructions from the Borrower, the Bond Trustee shall invest and reinvest the 
moneys held under the Bond Indenture in a money market fund, which is a Qualified Investment 
as defined in clause (j) of the definition thereof.  All such investments shall be made so as to 
mature on or prior to the date or dates that moneys therefrom are anticipated to be required, and 
moneys on deposit in the Debt Service Reserve Fund may be invested in investments which 
mature on or prior to the scheduled maturity of the Bonds.  The Bond Trustee, when authorized 
by the Borrower, may trade with itself in the purchase and sale of securities for such investment; 
provided, however, that in no case shall any investment be otherwise than in accordance with the 
investment limitations contained in the Bond Indenture and in the Tax Exemption Agreement.  
The Bond Trustee shall not be liable or responsible for any loss resulting from any such 
investments.  

During the period that the Project is in progress and until the Bond Trustee receives a 
certificate from the Borrower certifying that the Project is completed, investment income from 
the funds specified under this caption in excess of the requirements of such funds shall be 
deposited into the Project Fund. 

All amounts in excess of the requirements (in the case of the Revenue Fund, Interest 
Fund and Bond Sinking Fund, the amounts expected to be used to make required debt service 
payments within 13 months of the date of deposit) of the funds specified in the first paragraph 
under this caption derived from the investment of moneys on deposit in any such funds shall be 
deposited in the following funds, in the order listed: 

 (a) The Debt Service Reserve Fund, to the extent necessary to maintain the 
amount required to be on deposit therein; 
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 (b) The Bond Sinking Fund to the extent of the amount required to be 
deposited therein to make the next required principal payment on the Bonds occurring 
within 13 months of the date of deposit; 

 (c) The Interest Fund to the extent of the estimated amount required to be 
deposited therein to make any interest payment on the Bonds occurring within 13 months 
of the date of deposit; and 

 (d) The balance, if any, in the Optional Redemption Fund. 

Any costs of making any investment of moneys in a fund or account, including 
investment management fees, shall be charged to that fund or account. 

ARBITRAGE; COMPLIANCE WITH TAX EXEMPTION AGREEMENT 

The Authority, the Borrower and the Bond Trustee covenant and agree that they will not 
take any action or fail to take any action with respect to the investment of the proceeds of any 
Bonds issued under the Bond Indenture or with respect to the payments derived from the 
Series 2017 Obligation pledged under the Bond Indenture or from the Loan Agreement or any 
other moneys regardless of the source or where held, which may, notwithstanding compliance 
with the other provisions of the Bond Indenture, the Loan Agreement and the Tax Exemption 
Agreement, result in constituting the Bonds “arbitrage bonds” within the meaning of such term 
as used in Section 148 of the Code; provided the Bond Trustee shall be deemed to be in 
compliance with its obligations summarized under this caption in following the written direction 
of the Borrower or the actions set forth in an Opinion of Bond Counsel delivered to the Bond 
Trustee and shall have no independent obligation to determine compliance with the provisions of 
the Bond Indenture summarized under this caption.  The Authority further covenants and agrees 
that it will comply with and take all actions required by the Tax Exemption Agreement. 

SUPPLEMENTAL BOND INDENTURES 

Subject to the limitations set forth in the third paragraph under this caption, the Authority 
and the Bond Trustee may, without the consent of, or notice to, any of the Bondholders, enter 
into an indenture or indentures supplemental to the Bond Indenture, as shall not be inconsistent 
with the terms and provisions of the Bond Indenture, for any one or more of the following 
purposes:  (a) to cure any ambiguity or formal defect or omission in the Bond Indenture; (b) to 
grant to or confer upon the Bond Trustee for the benefit of the Bondholders any additional rights, 
remedies, powers or authority that may lawfully be granted to or conferred upon the Bondholders 
and the Bond Trustee, or either of them; (c) to assign and pledge under or to subject to the Bond 
Indenture, additional revenues, properties or collateral; (d) to evidence the appointment of a 
separate trustee or the succession of a new bond trustee under the Bond Indenture; (e) to permit 
the qualification of the Bond Indenture under the Trust Indenture Act of 1939, as then amended, 
or any similar federal statute hereafter in effect or to permit the qualification of the Bonds for 
sale under the securities laws of any state of the United States; (f) to permit the issuance of 
coupon bonds under the Bond Indenture and to permit the exchange of bonds from registered 
form to coupon form and vice versa; (g) to provide for the refunding or advance refunding of any 
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Bonds including to establish and administer an escrow fund and to take related action in 
connection therewith; (h) to modify, amend or supplement the Bond Indenture or any indenture 
supplemental to the Bond Indenture in such a manner as to permit certificated Bonds; (i) to 
modify, amend or supplement the Bond Indenture or any indenture supplemental to the Bond 
Indenture in such manner as to permit continued compliance with the Tax Exemption 
Agreement; and (j) to make any other change that, in the judgment of the Bond Trustee, does not 
materially adversely affect the rights of any Bondholders (in exercising such judgment the Bond 
Trustee may rely on such opinions, certificates and other information as it deems necessary in 
making such determination). 

The Authority and the Bond Trustee may not enter into a bond indenture or indentures 
supplemental to the Bond Indenture pursuant to paragraph (f) of the preceding paragraph unless 
they shall have received an Opinion of Bond Counsel to the effect that the issuance of coupon 
Bonds will not adversely affect the validity or enforceability in accordance with their terms of 
such Bonds or adversely affect any exemption for purposes of federal income taxation to which 
the interest paid on any Bonds would otherwise be entitled. 

In addition to supplemental indentures for the purposes set forth in the previous 
paragraphs of this caption and subject to the terms and provisions contained in this paragraph, 
and not otherwise, the owners of not less than a majority in aggregate principal amount of the 
Bonds which are outstanding under the Bond Indenture at the time of the execution of such 
supplemental indenture, shall have the right, from time to time, anything contained in the Bond 
Indenture to the contrary notwithstanding, to consent to and approve the execution by the 
Authority and the Bond Trustee of such indenture or indentures supplemental to the Bond 
Indenture as shall be deemed necessary and desirable by the Authority for the purpose of 
modifying, altering, amending, adding to or rescinding, in any particular, any of the terms or 
provisions contained in the Bond Indenture or in any supplemental indenture; provided, however, 
that nothing in the Bond Indenture shall permit, or be construed as permitting, a supplemental 
indenture to effect:  (1) an extension of the stated maturity or reduction in the principal amount 
of, or reduction in the rate or extension of the time of paying of interest on, or reduction of any 
premium payable on the redemption of any Bonds without the consent of the owners of such 
Bonds; (2) a reduction in the amount or extension of the time of any payment required to be 
made to or from the Interest Fund or the Bond Sinking Fund; (3) the creation of any lien prior to 
or on parity with the lien of the Bond Indenture,  without the consent of the owners of all of the 
Bonds at the time outstanding; (4) a reduction in the aforesaid aggregate principal amount of 
Bonds the owners of which are required to consent to any such supplemental indenture, without 
the consent of the owners of all the Bonds at the time outstanding which would be affected by 
the action to be taken; or (5) a modification of the rights, duties or immunities of the Bond 
Trustee, without the written consent of the Bond Trustee. 

If at any time the Authority shall request the Bond Trustee to enter into any such 
supplemental indenture for any of the purposes described in the preceding paragraph, the Bond 
Trustee shall, upon being satisfactorily indemnified with respect to fees and expenses, cause 
notice of the proposed execution of such supplemental indenture to be mailed to each owner of 
Bonds as shown on the Bond Register.  Such notice shall briefly set forth the nature of the 
proposed supplemental indenture and shall state that copies thereof are on file at the designated 
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corporate trust office of the Bond Trustee for inspection by all Bondholders.  The Bond Trustee 
shall not, however, be subject to any liability to any Bondholder by reason of its failure to mail 
such notice, and any such failure shall not affect the validity of such supplemental indenture 
when consented to and approved as provided under this caption.  If the owners of the requisite 
principal amount of Bonds which are outstanding under the Bond Indenture at the time of the 
execution of any such supplemental indenture shall have consented to and approved the 
execution thereof as provided under this caption, no owner of any Bond shall have any right to 
object to any of the terms and provisions contained therein, or the operation thereof, or in any 
manner to question the propriety of the execution thereof, or to enjoin or restrain the Bond 
Trustee or the Authority from executing the same or from taking any action pursuant to the 
provisions thereof.  Upon the execution of any such supplemental indenture as under this 
caption permitted and provided, the Bond Indenture shall be and be deemed to be modified and 
amended in accordance therewith. 

Anything in the Bond Indenture to the contrary notwithstanding, so long as the Members 
of the Obligated Group are not in default under the Master Indenture and the Borrower is not in 
default under the Loan Agreement, a supplemental indenture which adversely affects the rights 
of the Borrower under the Loan Agreement or the Borrower or any Member under the Master 
Indenture shall not become effective unless and until the Borrower shall have consented in 
writing to the execution and delivery of such supplemental indenture.  

DEFEASANCE 

If the Authority shall pay or provide for the payment of the entire indebtedness on all 
Bonds (including, for these purposes, Bonds held by any Member of the Obligated Group) 
outstanding in any one or more of the following ways: 

 (a) by paying or causing to be paid the principal of (including redemption 
premium, if any) and interest on all Bonds outstanding, as and when the same become 
due and payable; 

 (b) by depositing with the Bond Trustee, in trust, at or before maturity, 
moneys in an amount sufficient to pay or redeem (when redeemable) all Bonds 
outstanding (including the payment of premium, if any, and interest payable on such 
Bonds to the maturity or redemption date thereof), provided that such moneys, if 
invested, shall be invested in noncallable Government Obligations in an amount, without 
consideration of any income or increment to accrue thereon, sufficient to pay or redeem 
(when redeemable) and discharge the indebtedness on all Bonds outstanding at or before 
their respective maturity dates; it being understood that the investment income on such 
Government Obligations may be used for any other purpose under the Act; 

 (c) by delivering to the Bond Trustee, for cancellation by it, all Bonds 
outstanding; or 

 (d) by depositing with the Bond Trustee, in trust, noncallable Government 
Obligations in such amount as will, together with the income or increment to accrue 
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thereon, without consideration of any reinvestment thereof, and any uninvested cash, be 
fully sufficient to pay or redeem (when redeemable) and discharge the indebtedness on 
all Bonds outstanding at or before their respective maturity dates; 

and if the Authority shall pay or cause to be paid all other sums payable under the Bond 
Indenture by the Authority, the Bond Indenture and the estate and rights granted thereunder shall 
cease, determine, and become null and void, and thereupon the Bond Trustee shall, upon Written 
Request of the Authority, and upon receipt by the Bond Trustee of an Officer’s Certificate and an 
opinion of Independent Counsel addressed to the Bond Trustee, each stating that in the opinion 
of the signers all conditions precedent to the satisfaction and discharge of the Bond Indenture 
have been complied with, and, upon the request of the Authority or the Bond Trustee, a 
verification report of independent certified public accountants with respect to the sufficiency of 
the moneys and Government Obligations deposited with the Bond Trustee, upon which the Bond 
Trustee may rely, forthwith execute proper instruments acknowledging satisfaction of and 
discharging the Bond Indenture and the lien thereof. 

The satisfaction and discharge of the Bond Indenture shall be without prejudice to the 
rights of the Bond Trustee to charge and be reimbursed by the Authority and the Borrower for 
any fees and expenditures which it may thereafter incur in connection therewith. 

Any moneys, funds, securities, or other property remaining on deposit in the Revenue 
Fund, Interest Fund, Bond Sinking Fund, Project Fund, Optional Redemption Fund, Debt Service 
Reserve Fund, Expense Fund or in any other fund or investment under the Bond Indenture (other 
than said Government Obligations or other moneys deposited in trust as above provided) shall, 
upon the full satisfaction of the Bond Indenture, forthwith be transferred, paid over and 
distributed to the Borrower. 

If the Authority shall pay or provide for the payment of the entire indebtedness on any of 
the Bonds (including, for these purposes, Bonds held by any Member of the Obligated Group), in 
one or more of the ways described in the first paragraph of this caption, such Bonds shall cease 
to be entitled to any lien, benefit or security under the Bond Indenture.  The liability of the 
Authority in respect of such Bonds shall continue but the owners thereof shall thereafter be 
entitled to payment (to the exclusion of all other Bondholders) only out of the moneys or 
Government Obligations deposited with the Bond Trustee as indicated above. 

None of the Bonds outstanding under the Bond Indenture may be refunded nor may the 
Bond Indenture be discharged if under any circumstances such refunding or discharge would 
result in the loss of any exemption for purposes of federal income taxation to which interest on 
the Bonds would otherwise be entitled.  As a condition precedent to the refunding of any Bonds 
outstanding under the Bond Indenture, the Bond Trustee shall receive (i) an Opinion of Bond 
Counsel to the effect that such refunding will not result in the loss of any exemption for purposes 
of federal income taxation to which the interest on such Bonds would otherwise be entitled, 
notwithstanding the satisfaction and discharge of the Bond Indenture, and (ii) upon the request of 
the Authority or the Bond Trustee, a verification report of independent certified public 
accountants with respect to the sufficiency of the moneys and Government Obligations deposited 
with the Bond Trustee, upon which the Bond Trustee may rely. 
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REDEMPTION AFTER SATISFACTION OF BOND INDENTURE 

Notwithstanding anything in the Bond Indenture to the contrary, upon the provision for 
payment of the Bonds or a portion thereof as specified in the Bond Indenture, the optional 
redemption provisions of the Bond Indenture allowing such Bonds to be called prior to maturity 
upon proper notice (notwithstanding provision for the payment of such Bonds having been made 
through a date after the first optional redemption date provided for in the Bond Indenture) shall 
remain available to the Authority, upon direction of the Borrower unless, in connection with 
making the deposits referred to in those sections, the Authority, at the direction of the Borrower, 
shall have irrevocably elected to waive any future right to call the Bonds or portions thereof for 
redemption prior to maturity.  Notwithstanding anything to the contrary in the Bond Indenture, 
upon provision for payment of the Bonds or any portion thereof prior to the maturity thereof as 
specified in the Bond Indenture, the Authority, at the direction of the Borrower, may elect to 
restructure any escrow deposit account and to pay such Bonds on the respective maturity dates 
therefor unless, in connection with making the deposits referred to in such sections, the 
Authority, at the direction of the Borrower shall have irrevocably elected to waive the right to 
provide for the payment of such Bonds on their respective maturity dates.  No such redemption 
or restructuring shall occur, however, unless the Borrower shall deliver on behalf of the 
Authority to the Bond Trustee (a) United States Government Obligations and/or cash sufficient 
to discharge such Bonds (or portion thereof) on the redemption date or dates selected, (b) an 
opinion of an independent certified public accountant verifying that such United States 
Government Obligations, together with the expected earnings thereon, and/or cash will be 
sufficient to provide for the payment of such Bonds to the redemption or maturity dates, and 
(c) an opinion of Bond Counsel (which opinion may be based upon a ruling or rulings of the 
Internal Revenue Service) to the effect that such earlier redemption or restructuring, will not 
result in the loss of any exemption for purposes of federal income taxation to which interest on 
the Bonds would otherwise be entitled.  The Bond Trustee will give written notice of any such 
redemption or restructuring to the owners of the Bonds affected thereby. 

EVENTS OF DEFAULT; ACCELERATION; REMEDIES 

Events of Default.  An “event of default” exists under the Bond Indenture in the event 
that: 

 (a) payment of any installment of interest payable on any of the Bonds shall 
not be made by the Authority when the same shall become due and payable; or 

 (b) payment of the principal of or the premium, if any, payable on any of the 
Bonds shall not be made by the Authority when the same shall become due and payable, 
either at maturity, by proceedings for redemption, upon acceleration, through failure to 
make any payment to any fund under the Bond Indenture or otherwise; or 

 (c) the Authority shall for any reason be rendered incapable of fulfilling its 
obligations under the Bond Indenture; or 
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 (d) an order or decree shall be entered, appointing a receiver, receivers, 
custodian or custodians for any of the revenues of the Authority, or approving a petition 
filed against the Authority seeking reorganization of the Authority under the federal 
bankruptcy laws or any other similar law or statute of the United States of America or 
any state thereof, or if any such order or decree, having been entered without the consent 
or acquiescence of the Authority, shall not be vacated or discharged or stayed on appeal 
within 60 days after the entry thereof; or 

 (e) any proceeding shall be instituted with the consent or acquiescence of the 
Authority, or any plan shall be entered into by the Authority, for the purpose of effecting 
a composition between the Authority and its creditors or for the purpose of adjusting the 
claims of such creditors pursuant to any federal or state statute now or hereafter enacted, 
if the claims of such creditors are under any circumstances payable from any part or all of 
the trust estate, including the revenues and other moneys derived by the Authority under 
the Series 2017 Obligation pledged under the Bond Indenture or the Loan Agreement; or 

 (f) the Authority (i) files a petition in bankruptcy or under Title 11 of the 
United States Code, as amended, (ii) makes an assignment for the benefit of its creditors, 
or (iii) consents to the appointment of a receiver, custodian or trustee for itself or for the 
whole or any part of the trust estate, including the revenues and other moneys derived by 
the Authority under the Series 2017 Obligation pledged under the Bond Indenture or the 
Loan Agreement; or 

 (g) (i) the Authority is adjudged insolvent by a court of competent 
jurisdiction, (ii) on a petition in bankruptcy filed against the Authority, the Authority is 
adjudged as bankrupt, (iii) an order, judgment or decree is entered by any court of 
competent jurisdiction appointing, without the consent of the Authority, a receiver, 
custodian or trustee of the Authority or of the whole or any part of its property and any of 
the aforesaid adjudications, orders, judgments or decrees shall not be vacated or set aside 
or stayed within sixty (60) days from the date of entry thereof or (iv) the Authority is 
generally not paying its debts as such debt becomes due; or 

 (h) the Authority shall file a petition or answer seeking reorganization or any 
arrangement under the federal bankruptcy laws or any other applicable law or statute of 
the United States of America or any state thereof; or 

 (i) under the provisions of any other law for the relief or aid of debtors, any 
court of competent jurisdiction shall assume custody or control of the Authority or of the 
whole or any substantial part of its property, and such custody or control shall not be 
terminated within thirty (30) days from the date of assumption of such custody or control; 
or 

 (j) any event of default as defined in the Loan Agreement or in the Master 
Indenture shall occur and such event of default shall be continuing from and after the date 
the Authority is entitled under the Loan Agreement to request that the Master Trustee 
declare the Series 2017 Obligation pledged under the Bond Indenture to be immediately 



D-22 

due and payable, or such event of default shall be continuing from and after the date on 
which the Master Trustee is entitled under the Master Indenture to declare any Obligation 
immediately due and payable, or the Master Trustee shall declare any Obligation 
immediately due and payable; or 

 (k) the Authority shall default in the due and punctual performance of any 
other of the covenants, conditions, agreements and provisions contained in the Bonds or 
in the Bond Indenture or any indenture supplemental to the Bond Indenture to be 
performed on the part of the Authority, and such default shall continue for the period of 
thirty (30) days after written notice specifying such default and requiring the same to be 
remedied shall have been given to the Authority and the Borrower by the Bond Trustee; 
the Bond Trustee may give such notice in its discretion and shall give such notice at the 
written request of the owners of not less than 10% in aggregate principal amount of the 
Bonds then outstanding under the Bond Indenture; provided, that, if such default cannot 
with due diligence and dispatch be wholly cured within thirty (30) days but can be wholly 
cured, the failure of the Authority to remedy such default within such 30-day period shall 
not constitute a default under the Bond Indenture if the Authority shall immediately upon 
receipt of such notice commence with due diligence and dispatch the curing of such 
default and, having so commenced the curing of such default, shall thereafter prosecute 
and complete the same with due diligence and dispatch; or 

 (l) the Authority, the Borrower or the Bond Trustee shall default in the 
performance of any covenant, condition, agreement or provision of the Tax Exemption 
Agreement, and such default shall continue for the period of thirty (30) days after written 
notice specifying such default and requiring the same to be remedied shall have been 
given to the party in default, the Borrower and the other party; provided that, if such 
default cannot with due diligence and dispatch be wholly cured within thirty (30) days 
but can be wholly cured, the failure of the Authority, the Borrower or the Bond Trustee to 
remedy such default within such 30-day period shall not constitute a default under the 
Bond Indenture if the Borrower shall immediately upon receipt of such notice commence 
with due diligence and dispatch the curing of such default and, having so commenced the 
curing of such default, shall thereafter prosecute and complete the same with due 
diligence and dispatch; or 

 (m) the default by the Borrower in the performance of its covenant under the 
Loan Agreement relating to the discharge, vacating, bonding or stay of any order, writ or 
warrant of attachment, garnishment, execution, replevin or similar process filed against 
any part of the funds or accounts held by the Bond Trustee under the Bond Indenture, 
such default being an event of default specified in the Loan Agreement. 

Acceleration.  Upon the happening of any event of default specified in paragraphs (c) 
through (m) of this caption, and the continuance of the same for the period, if any, specified in 
said paragraphs, the Bond Trustee may, without any action on the part of the Bondholders, and 
upon the happening of any event of default specified in subparagraphs (a) or (b) above, or upon 
the happening and continuance of any other event of default and the written request of the 
owners of not less than 25% in aggregate principal amount of the Bonds then outstanding under 
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the Bond Indenture exclusive of Bonds then owned by the Authority or any Member, and upon 
being indemnified to its satisfaction, the Bond Trustee shall, by notice in writing delivered to the 
Authority, declare the entire principal amount of the Bonds then outstanding under the Bond 
Indenture and the interest accrued thereon, immediately due and payable, and the entire principal 
and interest shall thereupon become and be immediately due and payable, subject, however, to 
the provisions with respect to waivers of events of default described under the heading 
“SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE – WAIVER OF EVENTS OF 
DEFAULT” in this APPENDIX D. 

Remedies.  Upon the occurrence of any event of default, the Bond Trustee may pursue 
any available remedy, including a suit at law or in equity to enforce the payment of the principal 
of, premium, if any, and interest on the Bonds outstanding under the Bond Indenture. 

If an event of default shall have occurred, and if the Bond Trustee shall have been 
requested to do so by the owners of 25% in aggregate principal amount of Bonds then 
outstanding and the Bond Trustee shall have been indemnified as provided in the Bond 
Indenture, the Bond Trustee shall be obligated to exercise such one or more of the rights and 
powers conferred by the provisions of the Bond Indenture described under this heading as the 
Bond Trustee shall deem most expedient in the interests of the owners of Bonds; provided, 
however, that the Bond Trustee shall have the right to decline to comply with any such request if 
the Bond Trustee shall be advised by counsel (who may be its own counsel) that the action so 
requested may not lawfully be taken or the Bond Trustee in good faith shall determine that such 
action would be unjustly prejudicial to the owners of Bonds not parties to such request. 

No remedy by the terms of the Bond Indenture conferred upon or reserved to the Bond 
Trustee (or the owners of Bonds) is intended to be exclusive of any other remedy, but each and 
every such remedy shall be cumulative and shall be in addition to any other remedy given to the 
Bond Trustee (or the owners of Bonds under the Bond Indenture) existing at law or in equity or 
by statute after the execution date of the Bond Indenture. 

No delay or omission to exercise any right or power accruing upon any default or event 
of default shall impair any such right or power or shall be construed to be a waiver of any such 
default or event of default, or acquiescence therein; and every such right and power may be 
exercised from time to time and as often as may be deemed expedient. 

No waiver of any default or event of default under the Bond Indenture, whether by the 
Bond Trustee or by the owners of Bonds, shall extend to or shall affect any subsequent default or 
event of default or shall impair any rights or remedies consequent thereon. 

WAIVER OF EVENTS OF DEFAULT 

The Bond Trustee may in its discretion waive any event of default under the Bond 
Indenture and its consequences and rescind any declaration of maturity of principal, and shall do 
so upon being indemnified to its satisfaction and upon written request of the owners of (1) at 
least a majority in aggregate principal amount of all such Bonds outstanding in respect of which 
default in the payment of principal and/or interest exists, or (2) at least a majority in aggregate 



D-24 

principal amount of all such Bonds outstanding, in the case of any other event of default.  The 
foregoing notwithstanding, in no event shall there be waived (a) any event of default in the 
payment of the principal of any outstanding Bonds when due whether by mandatory redemption 
through the Bond Sinking Fund or at the dates of maturity specified therein or (b) any default in 
the payment, other than by reason of an acceleration of the Bonds, when due of the interest on 
any such Bonds, unless prior to such waiver or rescission all arrears of interest, with interest (to 
the extent permitted by law) at the rate borne by the Bonds in respect of which such default shall 
have occurred on overdue installments of interest or all arrears of payments of principal when 
due, as the case may be, and all fees and expenses of the Bond Trustee and any Paying Agent in 
connection with such default shall have been paid or provided for, including, but not limited to, 
the reasonable fees of their counsel.  In case of any such waiver or rescission or in case any 
proceeding taken by the Bond Trustee on account of any such default shall have been 
discontinued or abandoned or determined adversely, then and in every such case the Authority, 
the Bond Trustee and the Bondholders shall, subject to any determination in such proceeding, be 
restored to their former positions and rights under the Bond Indenture respectively, but no such 
waiver or rescission shall extend to any subsequent or other default, or impair any right 
consequent thereon. 

DIRECTION OF PROCEEDINGS  

The owners of a majority in aggregate principal amount of Bonds then outstanding shall 
have the right at any time, by an instrument or instruments in writing executed and delivered to 
the Bond Trustee, to direct the method and place of conducting all proceedings to be taken in 
connection with the enforcement of the terms and conditions of the Bond Indenture, including 
the enforcement of the rights of the Authority under the Loan Agreement or the appointment of a 
receiver or any other proceedings under the Bond Indenture; provided, that such direction shall 
not be otherwise than in accordance with the provisions of law and of the Bond Indenture. 

APPLICATION OF MONEYS 

All moneys received by the Bond Trustee by any receiver or by any Bondholder pursuant 
to any right given or action taken under the default provisions of the Bond Indenture shall, after 
payment of the cost and expenses of the proceedings resulting in the collection of such moneys 
and of any outstanding fees, expenses, liabilities and advances incurred or made by the Bond 
Trustee (including, but not limited to, the reasonable fees of its counsel), be deposited in the 
Revenue Fund and, together with all moneys in the funds maintained by the Bond Trustee under 
the Bond Indenture shall be applied as follows: 

 (a) Unless the principal of all the Bonds shall have become or shall have been 
declared due and payable, all such moneys shall be applied first, to the payment of 
amounts, if any, payable to the United States Treasury pursuant to the Tax Exemption 
Agreement; second, to the payment to the Persons entitled thereto of all installments of 
interest then due on the Bonds, in the order of the maturity of the installments of such 
interest, and, if the amount available shall not be sufficient to pay in full any particular 
installment, then to the payment ratably, according to the amounts due on such 
installment, to the Persons entitled thereto without any discrimination or privilege; third, 
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to the payment to the Persons entitled thereto of the unpaid principal of any of the Bonds 
which shall have become due (other than Bonds called for redemption for the payment of 
which moneys are held pursuant to the provisions of the Bond Indenture), in the order of 
their due dates, and, if the amount available shall not be sufficient to pay in full Bonds 
due on any particular date, then to the payment ratably, according to the amount of 
principal due on such date, to the Persons entitled thereto without any discrimination or 
privilege; and fourth, to the payment to the Persons entitled thereto of unpaid principal 
and interest due and owing on any Bonds, the payment of principal and interest of which 
has been extended in the manner described in the Bond Indenture. 

 (b) If the principal of all the Bonds shall have become due or shall have been 
declared due and payable, all such moneys shall be applied first, to the payment of 
amounts, if any, payable to the United States Treasury pursuant to the Tax Exemption 
Agreement; second, to the payment of the principal and interest then due and unpaid 
upon the Bonds, without preference or priority of principal or interest over the other, or 
of any installment of interest over any other installment of interest, or of any Bond over 
any other Bond, ratably, according to the amounts due respectively for principal and 
interest, to the Persons entitled thereto without any discrimination or privilege; and third, 
to the payment of the principal and interest then due and unpaid upon Bonds with respect 
to which the payment of principal and interest has been extended as described in the 
Bond Indenture. 

 (c) If the principal of all the Bonds shall have been declared due and payable, 
and if such declaration shall thereafter have been rescinded and annulled under the 
provisions of the Bond Indenture, then, subject to the provisions of the preceding 
subparagraph (b) in the event that the principal of all the Bonds shall later become due or 
be declared due and payable, the moneys shall be applied in accordance with the 
provisions of the preceding subparagraph (a). 

Whenever moneys are to be applied by the Bond Trustee pursuant to the provisions of the 
Bond Indenture summarized under this caption, such moneys shall be applied by it at such times, 
and from time to time, as the Bond Trustee shall determine, having due regard for the amount of 
such moneys available for application and the likelihood of additional moneys becoming 
available for such application in the future.  Whenever the Bond Trustee shall apply such 
moneys, it shall fix the date (which shall be an interest payment date unless it shall deem another 
date more suitable, or, with respect to payments of Defaulted Interest, shall be such date as is 
required by the Bond Indenture) upon which such application is to be made and upon such date 
interest on the amounts of principal to be paid on such dates shall cease to accrue.  The Bond 
Trustee shall give such notice as it may deem appropriate of the deposit with it of any such 
moneys and of the fixing of any such date and of the Special Record Date in accordance with the 
provisions of the Bond Indenture.  The Bond Trustee shall not be required to make payment to 
the owner of any Bond until such Bond shall be presented to the Bond Trustee for appropriate 
endorsement or for cancellation if fully paid. 

Whenever all Bonds and interest thereon have been paid under the provisions of the Bond 
Indenture summarized under this caption and all expenses and charges of the Bond Trustee have 
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been paid, including, but not limited to, the reasonable fees of its counsel, any balance remaining 
shall be paid to the Persons entitled to receive the same; if no other Person shall be entitled 
thereto, then the balance shall be paid to the Borrower. 

RIGHTS AND REMEDIES OF BONDHOLDERS 

No owner of any Bond shall have any right to institute any suit, action or proceeding in 
equity or at law for the enforcement of the Bond Indenture or for the execution of any trust of the 
Bond Indenture or for the appointment of a receiver or any other remedy under the Bond 
Indenture, unless a default shall have become an event of default, and the owners of 25% in 
aggregate principal amount of Bonds then outstanding shall have made written request to the 
Bond Trustee and shall have offered it reasonable opportunity either to proceed to exercise the 
powers granted by the Bond Indenture or to institute such action, suit or proceeding in its own 
name, and unless also they have offered to the Bond Trustee indemnity as provided in the Bond 
Indenture, and unless the Bond Trustee shall thereafter fail or refuse to exercise the power 
granted by the Bond Indenture, or to institute such action, suit or proceeding in its own name; 
and such notification, request and offer of indemnity are declared in every case at the option of 
the Bond Trustee to be conditions precedent to the execution of the powers and trusts of the 
Bond Indenture and to any action or cause of action for the enforcement of the Bond Indenture, 
or for the appointment of a receiver or for any other remedy under the Bond Indenture; it being 
understood and intended that no one or more owners of the Bonds shall have any right in any 
manner whatsoever to affect, disturb or prejudice the lien of the Bond Indenture by any action or 
to enforce any right under the Bond Indenture except in the manner provided in the Bond 
Indenture, and that all proceedings at law or in equity shall be instituted, had and maintained in 
the manner provided in the Bond Indenture and for the equal benefit of the owners of all Bonds 
outstanding.  Nothing in the Bond Indenture contained shall, however, affect or impair the right 
of any owner to enforce the payment of the principal of and interest on any Bond at and after the 
maturity thereof, or the obligation of the Authority to pay the principal of and interest on each of 
the Bonds issued under the Bond Indenture to the respective owners thereof at the time and 
place, from the source and in the manner in said Bonds expressed. 

REMOVAL OF THE BOND TRUSTEE 

The Bond Trustee may be removed at any time by an instrument or concurrent 
instruments in writing delivered to the Bond Trustee and the Authority and signed by the owners 
of a majority in aggregate principal amount of Bonds then outstanding.  The foregoing 
notwithstanding, the Bond Trustee may be removed at any time by an instrument in writing 
signed by the Authority; provided, however that the Authority may not remove the Bond Trustee 
without the consent of the Borrower so long as no event of default has occurred and is continuing 
under the Bond Indenture or the Loan Agreement.  So long as no default has occurred and is 
continuing under the Bond Indenture or the Loan Agreement, the Bond Trustee may be removed 
at any time by an instrument in writing signed by the Authority, upon the written request of the 
Borrower, and delivered to the Bond Trustee.  The foregoing notwithstanding, the Bond Trustee 
may not be removed by the Authority unless written notice of the delivery of such instrument or 
instruments signed by the Authority is mailed to the owners of all Bonds outstanding under the 
Bond Indenture, which notice indicates the Bond Trustee will be removed and replaced by the 
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successor trustee named in such notice, such removal and replacement to become effective upon 
the later of the acceptance of the appointment by the successor Bond Trustee, or the 60th day 
next succeeding the date of such notice, unless the owners of 10% or more in aggregate principal 
amount of such Bonds then outstanding under the Bond Indenture shall object in writing to such 
removal and replacement.  Such notice shall be mailed by first class mail postage prepaid to the 
owners of such Bonds then outstanding at the address of such owners then shown on the Bond 
Register. 

BOND TRUSTEE AS HOLDER OF THE SERIES 2017 OBLIGATION 

The Bond Trustee shall be considered the holder of the Series 2017 Obligation. 

SUMMARY OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT 

The following is a summary of certain provisions of the Loan Agreement.  The Borrower 
agrees that the proceeds of the Series 2017 Bonds being loaned to the Borrower as evidenced by 
the Series 2017 Obligation shall be deposited with the Bond Trustee and applied for the benefit 
of the Borrower as provided in the Bond Indenture. 

LOAN OF SERIES 2017 BOND PROCEEDS 

The Borrower will enter into the Loan Agreement with the Authority pursuant to which 
the Authority will loan the proceeds from the sale of the Series 2017 Bonds to the Borrower.  
The Series 2017 Obligation will be delivered to the Authority to evidence the loan of the 
proceeds of the Series 2017 Bonds by the Authority to the Borrower.  The Series 2017 
Obligation will be issued in a principal amount equal to the principal amount of the Series 2017 
Bonds. 

REPRESENTATIONS 

The Borrower is a not for profit corporation duly incorporated under the laws of the State 
of Illinois, is in good standing and duly authorized to conduct its business in the State, is duly 
authorized and has full power under all the laws of the State and all other applicable provisions 
of law and its Articles of Incorporation, as amended, and Bylaws to create, issue, enter into, 
execute, consent to the execution of and deliver, as the case may be, the Third Supplemental 
Master Indenture, the Third Supplemental Mortgage and Security Agreement, the Series 2017 
Obligation, the Official Statement, the Tax Exemption Agreement, the Purchase Contract, the 
Continuing Disclosure Agreement and the Loan Agreement (collectively, the “Borrower 
Agreements”), and all action on its part necessary for the valid execution and delivery of the 
Borrower Agreements has been duly and effectively taken. 
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PAYMENT OF SERIES 2017 BONDS; ASSIGNMENT OF RIGHTS UNDER THE LOAN AGREEMENT AND 
THE SERIES 2017 OBLIGATION 

The Borrower agrees that the principal of, premium, if any, and the interest on the Series 
2017 Bonds shall be made payable in accordance with the provisions of the Bond Indenture and 
the Loan Agreement and that the Loan Agreement and payments to be made thereunder and 
thereon (excluding Unassigned Rights) and the Series 2017 Obligation shall be assigned and 
pledged to the Bond Trustee to secure the payment of the Series 2017 Bonds.  The Borrower 
agrees that the Series 2017 Obligation, the Loan Agreement and all of the rights, interests, 
powers, privileges and benefits accruing to or vested in the Authority thereunder (except 
Unassigned Rights) may be protected and enforced in conformity with the Bond Indenture and 
may be thereby assigned by the Authority to the Bond Trustee as additional security for the 
Series 2017 Bonds and may be exercised, protected and enforced for or on behalf of the 
Bondholders in conformity with the provisions of the Loan Agreement, the Master Indenture and 
the Bond Indenture. 

PAYMENTS IN RESPECT OF THE SERIES 2017 OBLIGATION AND THE LOAN AGREEMENT 

Under the terms of the Loan Agreement, the Borrower agrees to pay the Bond Trustee 
such amounts at such times as to provide for payment of the principal of, premium, if any, and 
interest on the Outstanding Series 2017 Bonds under the Bond Indenture when due, whether 
upon a scheduled Interest Payment Date, at maturity, by mandatory or optional redemption, 
acceleration or otherwise upon the Series 2017 Bonds.  The Loan Agreement also requires that 
the Borrower pay certain other charges which may be incurred for such items as the Bond 
Trustee’s and the Master Trustee’s fees, the Authority’s fees and expenses, taxes and 
assessments, if any, and costs incurred in connection with the Series 2017 Bonds.  All payments 
due on the Series 2017 Obligation, except for certain enumerated payments described in the 
Loan Agreement, shall be paid directly to the Bond Trustee and applied in the manner provided 
in the Bond Indenture. 

ARBITRAGE; TAX EXEMPTION AGREEMENT 

The Borrower covenants and agrees that it will not take any action or fail to take any 
action, including, without limitation, any action with respect to the investment of the proceeds of 
any Series 2017 Bonds (regardless of the source or whether or not held under the Bond 
Indenture), with respect to any other moneys or securities deposited with the Bond Trustee 
pursuant to the Bond Indenture, with respect to the payments derived from the Series 2017 
Obligation pledged under the Bond Indenture or from the Master Indenture or the Loan 
Agreement, with respect to the purchase of other Authority obligations or with respect to any 
actions or payments required under the Tax Exemption Agreement which may result in 
constituting the Series 2017 Bonds “arbitrage bonds” within the meaning of such term as used in 
Section 148 of the Code.  The Borrower covenants that neither it nor any related person to it, as 
defined in Sections 144(a)(3) and 147(a) of the Code, shall, pursuant to an arrangement, formal 
or informal, purchase obligations of the Authority in an amount related to the amount of the 
Series 2017 Obligation delivered in connection with the transaction contemplated by the Loan 
Agreement. 
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THE BORROWER’S OBLIGATIONS UNCONDITIONAL 

The Authority and the Borrower agree that the Borrower shall bear all risk of damage or 
destruction in whole or in part to its Property or any part thereof including without limitation any 
loss, complete or partial, or interruption in the use, occupancy or operation of such Property, or 
any manner or thing which for any reason interferes with, prevents or renders burdensome, the 
use or occupancy of such Property or the compliance by the Borrower with any of the terms of 
the Loan Agreement.  In furtherance of the foregoing, but without limiting any of the other 
provisions of the Loan Agreement, the Borrower agrees that its obligations to pay the principal, 
premium, if any, and interest on the Series 2017 Obligation, to pay the other sums provided for 
by the Loan Agreement and to perform and observe its other agreements contained in the Loan 
Agreement shall be absolute and unconditional and that the Borrower shall not be entitled to any 
abatement or diminution thereof nor to any termination of the Loan Agreement for any reason 
whatsoever. 

CERTAIN COVENANTS OF THE BORROWER RELATING TO THE USE AND OPERATION OF CERTAIN OF 
ITS PROPERTY 

The Borrower agrees under the Loan Agreement that it will use the Bond Financed 
Property primarily as health facilities and related activities and only in furtherance of the lawful 
corporate purposes of the Borrower; will use the Bond Financed Property as a “project” within 
the meaning of the Act; and will operate all its Property on a nondiscriminatory basis.  The 
Borrower also agrees that it will not permit any of the Bond Financed Property to be used (i) by 
any Person in an “unrelated trade or business” (as defined in Section 513(a) of the Code) of the 
Borrower (without regard to whether such activity results in unrelated trade or business income 
subject to taxation under Section 512(a) of the Code), or (ii) by any Person who is not a 
Tax-Exempt Organization, in either case in such manner or to such extent as would result in the 
loss of tax exemption of interest on the Series 2017 Bonds otherwise afforded under 
Section 103(a) of the Code. 

The Borrower further agrees that it will not use or permit to be used, any of the Bond 
Financed Property:  (i) primarily for sectarian instruction or study or as a place of devotional 
activities or religious worship or as a facility used primarily in connection with any part of the 
program of a school or department of divinity for any religious denomination or the training of 
ministers, priests, rabbis, nuns or other similar persons in the field of religion or (ii) in a manner 
which is prohibited by the Establishment of Religion Clause of the First Amendment to the 
Constitution of the United States of America and the decisions of the United States Supreme 
Court interpreting the same or by any comparable provisions of the Constitution of the State of 
Illinois and decisions of the Supreme Court of the State interpreting the same. 

The Borrower agrees that during the term of the Loan Agreement, the Authority, the 
Bond Trustee, and their duly authorized agents shall have the right, but shall be under no duty or 
obligation to exercise this right, during regular business hours, with reasonable notice, to enter 
upon the premises and examine and inspect the Bond Financed Property, subject to such 
limitations, restrictions and requirements as the Borrower may reasonably prescribe. 
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TRANSFER OF ASSETS 

The Borrower covenants and agrees that it will not sell, lease or otherwise dispose, of any 
Property except as permitted by the provisions of the Master Indenture summarized in 
APPENDIX C under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 
– SALE, LEASE OR OTHER DISPOSITION OF PROPERTY.”  The provisions of the Master Indenture 
notwithstanding, the Borrower covenants and agrees that it will not sell, lease or otherwise 
dispose, directly or indirectly, in whole or in part, of any portion of the Bond Financed Property 
unless the conditions of the Project Certificate are satisfied. 

INDEMNIFICATION OF THE AUTHORITY AND THE BOND TRUSTEE 

The Borrower will pay, and will protect, indemnify and save the Authority and the Bond 
Trustee and their respective past, present and future members, officers, directors, employees, 
agents, successor, assigns and any other person, if any, who “controls” the Authority or Bond 
Trustee, as the case may be, as that term is defined in Section 15 of the Securities Act of 1933, as 
amended (the Authority, the Bond Trustee and the other listed persons, collectively referred to 
as, the “Indemnified Persons”) harmless from and against any and all liabilities, losses, 
damages, taxes, penalties, costs and expenses (including attorneys’ fees and expenses of the 
Authority and Bond Trustee), causes of action, suits, proceedings, claims, demands, tax reviews, 
investigations and judgments of whatsoever kind and nature (including, but not limited to, those 
arising or resulting from any injury to or death of any person or damage to property) arising from 
or in any manner directly or indirectly growing out of or connected with the following: 

 (i) the use, financing, non-use, condition or occupancy of the Bond Financed 
Property, any repairs, construction, alterations, renovation, relocation, remodeling and 
equipping thereof or thereto or the condition of any such Bond Financed Property 
including adjoining sidewalks, streets or alleys and any equipment or facilities at any 
time located on or connected with such Bond Financed Property or used in connection 
therewith but which are not the result of the gross negligence of the Authority or Bond 
Trustee; 

 (ii) a violation of any agreement, warranty, covenant or condition of the Loan 
Agreement or any other agreement executed in connection with the Loan Agreement; 

 (iii) a violation of any contract, agreement or restriction by the Borrower 
relating to the Bond Financed Property; 

 (iv) a violation of any law, ordinance, rule, regulation or court order affecting 
the Bond Financed Property or the ownership, occupancy or use thereof or the Bonds or 
use of the proceeds thereof; 

 (v) a violation of any law, ordinance, rule, regulation or court order relating to 
the sale of the Bonds or the use of any official statement (or other disclosure document) 
related thereto; 
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 (vi) any statement or information concerning the Borrower, any of its officers 
and members, its operations or financial condition generally or the Bond Financed 
Property, contained in any official statement or supplement or amendment thereto 
furnished to the Authority or the purchaser of any Bonds, that is untrue or incorrect in 
any material respect, and any omission from such official statement or any statement or 
information which should be contained therein for the purpose for which the same is to 
be used or which is necessary to make the statements therein concerning the Borrower, 
any of its officers and members and the Bond Financed Property not misleading in any 
material respect, provided that such official statement or supplement or amendment has 
been approved by the Borrower; and 

 (vii) the acceptance or administration of the Bond Indenture, including without 
limitation the enforcement of any remedies under the Bond Indenture and related 
documents; provided, that the Bond Trustee shall not be entitled to any indemnity related 
to liabilities described in this clause caused solely by the negligence or willful 
misconduct of the Bond Trustee. 

In case any claim shall be made or any action shall be brought against one or more of the 
Indemnified Persons in respect of which indemnity can be sought against the Borrower pursuant 
to any of the paragraphs above, the Indemnified Party seeking indemnity shall promptly notify 
the Borrower, in writing, and the Borrower shall promptly assume the defense thereof, including 
the employment of counsel chosen by the Borrower and approved by the Authority or Bond 
Trustee, if applicable, or both (provided, that such approval by the Authority or Bond Trustee 
shall not be unreasonably withheld), the payment of all expenses and the right to negotiate and 
consent to settlement.  If any Indemnified Person is advised in a written opinion of counsel that 
there may be legal defenses available to such Indemnified Person which are adverse to or in 
conflict with those available to the Borrower or that the defense of such Indemnified Person 
should be handled by separate counsel, the Borrower shall not have the right to assume the 
defense of such Indemnified Person, but the Borrower shall be responsible for the reasonable 
fees and expenses of counsel retained by such Indemnified Person in assuming its own defense, 
and provided also that, if the Borrower shall have failed to assume the defense of such action or 
to retain counsel reasonably satisfactory to the Authority or Bond Trustee within a reasonable 
time after notice of the commencement of such action, the reasonable fees and expenses of 
counsel retained by the Indemnified Person shall be paid by the Borrower.  Notwithstanding the 
foregoing, any one or more of the Indemnified Persons shall have the right to employ separate 
counsel with respect to any such claim or in any such action and to participate in the defense 
thereof, but the fees and expenses of such counsel shall be paid by such Indemnified Person 
unless the employment of such counsel has been specifically authorized by the Borrower or 
unless the provisions of the immediately preceding sentence are applicable.  The Borrower shall 
not be liable for any settlement of any such action affected without the consent of the Borrower, 
but if settled with the consent of the Borrower or if there be a final judgment for the plaintiff in 
any such action with or without consent, the Borrower agrees to indemnify and hold harmless the 
Indemnified Person from and against any loss, liability or expense by reason of such settlement 
or judgment. 
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The Borrower shall also indemnify the Authority, Bond Trustee and such Indemnified 
Persons for all reasonable costs and expenses, including reasonable counsel fees, incurred in:  
(i) enforcing any obligation of the Borrower under the Loan Agreement or any related 
agreement, (ii) taking any action requested by the Borrower, (iii) taking any action required by 
the Loan Agreement or any related agreement, or (iv) taking any action considered necessary by 
the Authority and which is authorized by the Loan Agreement or any related agreement.  If the 
Authority is to take any action under the Loan Agreement or any other instrument executed in 
connection with the Loan Agreement for the benefit of the Borrower, it will do so if and only if 
(i) the Authority is a necessary party to any such action or proceeding, and (ii) the Authority has 
received specific written direction from the Borrower, as required under the Loan Agreement or 
under any other instrument executed in connection with the Loan Agreement, as to the action to 
be taken by the Authority. 

All amounts payable to the Authority under the provisions of the Loan Agreement 
summarized under this caption shall be deemed to be fees and expenses payable to the Authority 
for the purposes of the provisions of the Loan Agreement and of the Bond Indenture dealing with 
assignment of the Authority’s rights under the Loan Agreement.  The Authority and its members, 
officers, agents, employees and their successors and assigns shall not be liable to the Borrower 
for any reason. 

Any provision of the Loan Agreement or any other instrument or document executed and 
delivered in connection therewith to the contrary notwithstanding, the Authority retains the right 
to (i) enforce any applicable Federal or State law or regulation or resolution of the Authority, and 
(ii) enforce any rights accorded to the Authority by Federal or State law or policy or procedure of 
the Authority, and nothing in the Loan Agreement shall be construed as an express or implied 
waiver thereof. 

The obligations of the Borrower under the provisions of the Loan Agreement summarized 
under this caption shall survive the termination of the Loan Agreement and the resignation or 
removal of the Bond Trustee. 

MAINTENANCE OF CORPORATE EXISTENCE AND STATUS 

Notwithstanding the provisions of the Master Indenture summarized in APPENDIX C 
under the caption “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE – MERGER, 
CONSOLIDATION, SALE OR CONVEYANCE,” unless the Borrower complies with the following 
provisions summarized under this caption, the Borrower agrees that as long as any Series 2017 
Bonds are outstanding it will maintain its existence, will not dissolve, liquidate or otherwise 
dispose of all or substantially all of its assets, and will not consolidate with or merge into another 
corporation or permit one or more other corporations to consolidate with or merge into it.  Any 
dissolution, liquidation, disposition, consolidation or merger of the Borrower shall be subject to 
the following conditions: 

 (a) no event of default exists under the Loan Agreement, the Bond Indenture 
or the Borrower Agreements and no event of default thereunder will be caused by the 
dissolution, liquidation, disposition, consolidation or merger; 
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 (b) the entity surviving the dissolution, liquidation, disposition, consolidation 
or merger assumes (or if the surviving entity is the Borrower, affirms) in writing and 
without condition or qualification the obligations of the Borrower under each of the 
Borrower Agreements; 

 (c) neither the validity nor the enforceability of the Bonds, the Bond Indenture 
or the Borrower Agreements is adversely affected by the dissolution, liquidation, 
disposition, consolidation or merger; 

 (d) the exclusion of the interest on the Bonds from gross income for federal 
income tax purposes is not adversely affected by the dissolution, liquidation, disposition, 
consolidation or merger, and the provisions of the Act and the Bond Indenture are 
complied with concerning the dissolution, liquidation, disposition, consolidation or 
merger; 

 (e) the Bond Financed Property continues to be as described as in the Loan 
Agreement; 

 (f) any successor to the Borrower shall be qualified to do business in the State 
and shall continue to be qualified to do business in the State throughout the term of the 
Loan Agreement; and 

 (g) the Authority has executed a certificate acknowledging receipt and 
approval of all documents, information and materials required by the provisions of the 
Loan Agreement summarized under this caption. 

As of the effective date of the dissolution, liquidation, disposition, consolidation or 
merger, the Borrower (at its cost) shall furnish to the Authority and the Bond Trustee (i) an 
opinion of Bond Counsel, in form and substance satisfactory to the Authority, as to item (d) 
above, (ii) an opinion of Independent Counsel, in form and substance satisfactory to the 
Authority, as to the legal, valid and binding nature of items (b) and (c) above, (iii) a certificate of 
the Borrower, in form an substance satisfactory to the Authority, as to items (a), (e) and (f), and 
(iv) a true and complete copy of the instrument of dissolution, liquidation, disposition, 
consolidation or merger. 

DISCHARGE OF ORDERS, ETC. 

The Borrower covenants to cause any order, writ or warrant of attachment, garnishment, 
execution, replevin or similar process filed against any part of the funds or accounts held by the 
Bond Trustee under the Bond Indenture to be discharged, vacated, bonded or stayed within 
90 days after such filing (which 90-day period shall be extended for so long as the Borrower is 
contesting such process in good faith), but, notwithstanding the foregoing, in any event not later 
than five days prior to any proposed execution or enforcement with respect to such filing or any 
transfer of moneys or investments pursuant to such filing. 
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RATES AND CHARGES 

The Borrower covenants and agrees to operate its existing Facilities primarily as revenue 
producing senior housing or health care facilities or as facilities related thereto or for any other 
lawful purpose or activity and to operate all of its Property on a nondiscriminatory basis, to 
charge such fees and rates for its Facilities and services and to exercise such skill and diligence 
as to provide, collectively, income from such Property together with other available funds 
sufficient to pay promptly all expenses of operation, maintenance and repair of such Property, all 
amounts owing on the Series 2017 Obligation and to pay all other payments required to be made 
by the Borrower under the Loan Agreement and under the Master Indenture to the extent 
permitted by law.  The Borrower further covenants and agrees that it will from time to time as 
often as necessary, to the extent permitted by law, revise its rates, fees and charges in such 
manner as may be necessary or proper to comply with the provisions of the Loan Agreement 
summarized in this paragraph.  The provisions of the Loan Agreement summarized in this 
paragraph shall not be construed to prohibit the Borrower from serving indigent residents to the 
extent required for it to continue its qualification as a Tax-Exempt Organization or from serving 
any other class or classes of residents without charge or at reduced rates so long as such service 
does not prevent the Borrower from satisfying the other requirements of the Loan Agreement 
summarized in this paragraph. 

LICENSURE 

The Borrower warrants that its existing Facilities have all material state and local licenses 
required for the operation thereof.  The Borrower will obtain and maintain or cause to be 
obtained and maintained, all such licenses required for the operation of its Facilities and will use 
its best efforts to obtain and maintain or cause to be obtained and maintained such licensure, so 
long as it is in the best interests of the Borrower and the Series 2017 Bondholders, as determined 
by the governing body of the Borrower. 

FINANCIAL STATEMENTS 

The Borrower covenants that it will keep proper books of records and accounts in which 
full, true and correct entries will be made of all dealings or transactions of, or in relation to, the 
business and affairs of the Borrower in accordance with generally accepted principles of 
accounting consistently applied (except as stated in the notes thereto), and will furnish the 
materials and notices required to be delivered to the Master Trustee under the provisions of the 
Master Indenture summarized in APPENDIX C under the caption “SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER INDENTURE – FINANCIAL STATEMENTS AND RELATED MATTERS” to 
the Authority, to the Bond Trustee and to any requesting holder or holders of the Series 2017 
Bonds. 

SUPPLEMENTS AND AMENDMENTS TO THE LOAN AGREEMENT 

Subject to the terms and provisions of the Bond Indenture summarized in the following 
paragraph, the Authority and the Borrower may, with the prior written consent of the Bond 
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Trustee, amend or modify the Loan Agreement, or any provision thereof, or may consent to the 
amendment or modification thereof, in any manner not inconsistent with the terms and 
provisions of the Bond Indenture, for any one or more of the following purposes:  (a) to cure any 
ambiguity or formal defect in the Loan Agreement; (b) to grant to or confer upon the Authority 
or Bond Trustee, for the benefit of the Bond Owners, any additional rights, remedies, powers or 
authorities that lawfully may be granted to or conferred upon the Authority or the Bond Trustee; 
(c) to amend or modify the Loan Agreement, or any part thereof, in any manner specifically 
required or permitted by the terms thereof, including, without limitation, as may be necessary to 
maintain the exclusion from gross income for purposes of federal income taxation of the interest 
on the Series 2017 Bonds; (d) to modify, amend or supplement the Loan Agreement, or any part 
thereof, or any supplement thereto, in such manner as the Borrower deems necessary in order to 
comply with any statute, regulation, judicial decision or other law relating to secondary market 
disclosure requirements with respect to tax-exempt obligations of the type that includes the 
Series 2017 Bonds; (e) to provide that Series 2017 Bonds may be secured by additional security 
not otherwise provided for in the Bond Indenture or the Loan Agreement; (f) to provide for the 
appointment of a successor securities depository; (g) to provide for the availability of certificated 
Bonds; and (h) to make any other change which does not, in the opinion of the Bond Trustee, 
have a material adverse effect upon the interests of the Bondholders.  In addition, subject to the 
terms and provisions summarized under this subcaption, at the request of the Borrower, the Bond 
Trustee may (but shall have no obligation to), unless otherwise directed by owners of not less 
than a majority in aggregate principal amount of the Bonds which are outstanding, grant such 
waivers of compliance by the Borrower with the provisions of the Loan Agreement as to which, 
in the opinion of the Bond Trustee may deem necessary or desirable to effectuate the purposes 
and intent of the Loan Agreement and which, do not have a material adverse effect upon the 
interests of the Bondholders, provided that the Bond Trustee shall file with the Authority any and 
all such waivers granted by the Bond Trustee within three (3) business days thereof. 

In making the determination in (h) above, and in granting waivers of compliance by the 
Borrower with the provision of the Loan Agreement, the Bond Trustee may rely on such 
opinions, certificates and other information as it deems necessary in making such determination 
or granting such waivers. 

Except for the amendments, changes or modifications as summarized in the preceding 
paragraph, neither the Authority nor the Bond Trustee shall consent to any other amendment, 
change or modification of the Loan Agreement without the written approval or consent, given 
and procured as provided in this paragraph, of the owners of not less than a majority in aggregate 
principal amount of the Series 2017 Bonds which are outstanding under the Bond Indenture at 
the time of execution of any such amendment, change or modification; provided that if such 
amendment, change or modification will, by its terms, not take effect so long as any Series 2017 
Bonds remain outstanding, the consent of the owners of such Series 2017 Bonds shall not be 
required.  If at any time the Authority and the Borrower shall request the consent of the Bond 
Trustee to any such proposed amendment, change or modification of the Loan Agreement, the 
Bond Trustee shall, upon being satisfactorily indemnified with respect to fees, expenses and 
liability, cause notice of such proposed amendment, change or modification to be given in the 
same manner as summarized in the third paragraph under the subcaption “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE – SUPPLEMENTAL BOND INDENTURES” above with respect 
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to supplemental indentures.  Such notice shall briefly set forth the nature of such proposed 
amendment, change or modification and shall state that copies of the instrument embodying the 
same are on file at the designated office of the Bond Trustee for inspection by all Bondholders.  
The Bond Trustee shall not, however, be subject to any liability to any Bondholder by reason of 
its failure to give such notice, and any such failure shall not affect the validity of such 
amendment, change or modification when consented to and approved as described in this 
paragraph.  If the owners of not less than a majority in aggregate principal amount of the Bonds 
outstanding under the Bond Indenture at the time of the execution of any such amendment, 
change or modification shall have consented to and approved the execution thereof as provided 
in the Bond Indenture, no owner of any Bond shall have any right to object to any of the terms 
and provisions contained therein, or the operation thereof, or in any manner to question the 
propriety of the execution thereof, or to enjoin or restrain the Bond Trustee or the Authority from 
executing the same or from taking any action pursuant to the provisions thereof. 

Under no circumstances shall any amendment to the Loan Agreement alter the 
Series 2017 Obligation pledged under the Bond Indenture regarding the payments of principal, 
premium, if any, and interest thereon, without the consent of the owners of all the Bonds 
outstanding. 

DEFAULTS AND REMEDIES 

The occurrence and continuance of any of the following events shall constitute an “event 
of default” under the Loan Agreement: 

 (a) failure of the Borrower to pay any installment of principal, interest or 
premium on the Series 2017 Obligation or any other payment required by the Loan 
Agreement when the same shall become due and payable, whether upon a scheduled 
Interest Payment Date, at maturity, upon any date fixed for prepayment or by acceleration 
or otherwise, and the continuance of any such failure for five days; or 

 (b) failure by the Borrower to perform or comply with any of the covenants, 
conditions or provisions of the Loan Agreement or of the Tax Exemption Agreement and 
failure to remedy such default within 60 days after written notice thereof from the 
Authority to the Borrower; provided, however, that if failure to comply with or perform 
such covenants, conditions or provisions cannot be remedied within 60 days, but can be 
remedied, no “event of default” shall be deemed to have occurred or to exist if the 
Authority in its sole discretion, shall consent to the Borrower commencing corrective 
action and the Borrower diligently pursues such corrective action until it shall have 
complied with or performed such covenants, conditions or provisions; or 

 (c) if any representation or warranty made by the Borrower in the Loan 
Agreement or in any statement or certificate furnished to the Authority or the Bond 
Trustee or the purchaser of any Series 2017 Bonds in connection with the sale of 
Series 2017 Bonds or furnished by the Borrower pursuant to the Loan Agreement 
including, without limitation, statements in the Official Statement, proves untrue in any 
material respect as of the date of the issuance or making thereof and shall not be made 
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good within 60 days after notice thereof to the Borrower by the Authority or the Bond 
Trustee; provided, however, that if such default cannot be remedied within 60 days, but 
can be remedied, no “event of default” shall be deemed to have occurred or to exist if the 
Authority in its sole discretion, shall consent to the Borrower commencing corrective 
action and the Borrower diligently pursues such corrective action until such default has 
been cured; or 

 (d) any event of default shall occur under the Master Indenture which would 
permit the acceleration of any Obligation (as defined in the Master Indenture); or 

 (e) if the Borrower admits insolvency or bankruptcy or its inability to pay its 
debts as they mature, or is generally not paying its debts as such debts become due, or 
makes an assignment for the benefit of creditors or applies for or consents to the 
appointment of a trustee, custodian or receiver for the Borrower or for the major part of 
its Property; or 

 (f) if a trustee, custodian or receiver is appointed for the Borrower or for the 
major part of its Property and is not discharged within 60 days after such appointment; or 

 (g) if bankruptcy, reorganization, arrangement, insolvency or liquidation 
proceedings, proceedings under Title 11 of the United States Code, as amended, or other 
proceedings for relief under any bankruptcy law or similar law for the relief of debtors 
are instituted by or against the Borrower (other than bankruptcy proceedings instituted by 
the Borrower against third parties), and if instituted against the Borrower are allowed 
against the Borrower or are consented to or are not dismissed, stayed or otherwise 
nullified within 90 days after such institution; or 

 (h) if payment of any installment of interest, principal or premium on any 
Series 2017 Bond shall not be made when the same shall become due and payable under 
the provisions of the Bond Indenture; or 

 (i) failure of the Borrower to comply with or perform its obligations 
summarized under the subcaption “SUMMARY OF CERTAIN PROVISIONS OF THE LOAN 
AGREEMENT – DISCHARGE OF ORDERS, ETC.” 

Whenever any event of default shall have occurred and be continuing under the Loan 
Agreement: 

 (a) Acceleration of Maturity; Waiver of Event of Default and Rescission of 
Acceleration.  The Authority may at its discretion, by written notice to the Borrower, 
request that the Master Trustee declare the principal of the Series 2017 Obligation (if not 
then due and payable) to be due and payable immediately and such principal shall 
thereupon become immediately due and payable as if all of the sums of money payable 
thereunder were originally stipulated to be paid on such accelerated payment date, 
anything in the Series 2017 Obligation or in the Loan Agreement to the contrary 
notwithstanding.  The Authority shall request that the Master Trustee declare the 
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principal of the Series 2017 Obligation due and payable immediately upon the occurrence 
of any of the defaults described in subparagraphs (a), (e), (f), (g) or (h) above.  This 
provision, however, is subject to the condition that if, at any time after the principal of 
any of the Series 2017 Obligation shall have been so declared and become due and 
payable, all arrears of interest, if any, upon the Series 2017 Obligation and the expenses 
of the Authority shall be paid by the Borrower, and every other default in the observance 
or performance of any covenant, condition or agreement in the Series 2017 Obligation or 
in the Loan Agreement contained shall be made good, or be secured, to the satisfaction of 
the Authority, or provision deemed by the Authority to be adequate shall be made 
therefor, then and in every such case the Authority by written notice to the Borrower may 
waive the event of default by reason of which the principal of the Series 2017 Obligation 
shall have been so declared and become due and payable and may rescind and annul such 
declaration and its consequences; provided, however, that there shall not be waived any 
event of default in the payment of the principal payable on the Series 2017 Bonds when 
due whether by mandatory or optional redemption or at the date of maturity specified 
therein; and provided further that no such waiver, rescission or annulment shall extend to 
or affect any subsequent event of default or impair any right consequent thereon.  The 
Authority may by written notice to the Master Trustee, request that it declare the 
principal of the Series 2017 Obligation (if not then due and payable) to be due and 
payable immediately, subject to the provisions of the Master Indenture regarding waiver 
of events of default, anything in the Series 2017 Obligation or in the Loan Agreement 
contained to the contrary notwithstanding. 

 (b) Right to Bring Suit, Etc.  The Authority, personally or by attorney, may in 
its discretion, proceed to protect and enforce its rights by pursuing any available remedy 
including a suit or suits in equity or at law, whether for damages or for the specific 
performance of any obligation, covenant or agreement contained in the Series 2017 
Obligation, in the Loan Agreement or in the Master Indenture, or in aid of the execution 
of any power granted in the Loan Agreement, or for the enforcement of any other 
appropriate legal or equitable remedy, as the Authority shall deem most effectual to 
collect the payments then due and thereafter to become due on the Series 2017 
Obligation, to enforce performance and observance of any obligation, agreement or 
covenant of the Borrower under the Loan Agreement, under the Series 2017 Obligation 
or under the Master Indenture or to protect and enforce any of the Authority’s rights or 
duties thereunder. 

TREATMENT OF FUNDS IN BANKRUPTCY 

The Borrower acknowledges and agrees that in the event the Borrower commences a case 
under the United States Bankruptcy Code located at 11 U.S.C. §§ 101 et. seq. (the “Bankruptcy 
Code”) or is the subject of an involuntary case that results in an order for relief under the 
Bankruptcy Code: (a) amounts on deposit in any of the funds held pursuant to the Bond 
Indenture (the “Bond Indenture Funds”) are not, nor shall they be deemed to be, property of the 
Borrower’s bankruptcy estate as defined by § 541 of the Bankruptcy Code; (b) that in no event 
shall the Borrower assert, claim or contend that any of the Bond Indenture Funds are property of 
the Borrower’s bankruptcy estate; and (c) that the Bond Indenture Funds are held in trust solely 
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for the benefit of the holders of the Series 2017 Bonds, shall be applied only in accordance with 
the provisions of the Bond Indenture and the Loan Agreement and the Borrower has no legal, 
equitable nor reversionary interest in, or right to, such amounts. 

EXCHANGE OF SERIES 2017 BONDS 

In the event the Act or the Authority created thereunder is determined to be 
unconstitutional under the laws of the State or under the laws of the United States of America, 
and as a result thereof, the Series 2017 Bonds issued by the Authority are declared to be invalid 
and unenforceable, and if as a result thereof the obligation of the Borrower to make payments on 
the Series 2017 Obligation pledged under the Bond Indenture is determined to be unenforceable, 
then the Borrower agrees that it will issue its own bonds (the interest on which may not be 
exempt from federal income tax) in exchange for the Series 2017 Bonds, principal amount for 
principal amount, having the same rate or rates of interest, maturity, redemption provisions, and 
prepayment provisions as are then applicable to the Series 2017 Bonds being exchanged.  The 
bonds to be issued by the Borrower will be issued under an indenture having substantially the 
same terms and provisions as the Bond Indenture, the Loan Agreement and the Master Indenture 
and such bonds of the Borrower will be issued thereunder in exchange for the Series 2017 Bonds 
surrendered by the holders thereof.  Notice of any such exchange shall be given as provided for 
redemption of the Series 2017 Bonds under the Bond Indenture and the expenses of such 
exchange, including the printing of the bonds and other reasonable expenses in connection 
therewith, shall be borne by the Borrower. 
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December 28, 2017 

Illinois Finance Authority 
Chicago, Illinois 

Evangelical Retirement Homes of Greater 
Chicago, Incorporated, doing business as 
Friendship Village of Schaumburg 

Schaumburg, Illinois 
 

UMB Bank, National Association, as Bond 
Trustee  

St. Louis, Missouri 
 

BB&T Capital Markets,  
a division of BB&T Securities, LLC 

Richmond, Virginia 
 

RE: $122,550,000 Illinois Finance Authority  
Revenue Bonds, Series 2017 

(Friendship Village of Schaumburg) 

Ladies and Gentlemen: 

We have acted as bond counsel in connection with the issuance on the date hereof by the 
Illinois Finance Authority (the “Authority”) of $122,550,000 in aggregate principal amount of 
Illinois Finance Authority Revenue Bonds, Series 2017 (Friendship Village of Schaumburg) (the 
“Bonds”).  The Bonds are being issued under the provisions of the Illinois Finance Authority 
Act, as amended (the “Act”), and under and pursuant to a Bond Trust Indenture dated as of 
December 1, 2017 (the “Bond Indenture”), between the Authority and UMB Bank, National 
Association, as bond trustee (the “Bond Trustee”). 

The Authority will loan the proceeds of the Bonds to Evangelical Retirement Homes of 
Greater Chicago, Incorporated, doing business as Friendship Village of Schaumburg, an Illinois 
not for profit corporation (the “Borrower”), pursuant to a Loan Agreement dated as of  
December 1, 2017 (the “Loan Agreement”), between the Authority and the Borrower.  In 
connection with the issuance of the Bonds and to secure its obligations under the Loan 
Agreement, the Borrower will execute and deliver to the Authority its Direct Note Obligation, 
Series 2017-2 (Illinois Finance Authority), dated December 28, 2017 (the “Series 2017 
Obligation”).  The Series 2017 Obligation will be issued under the Amended and Restated 
Master Trust Indenture dated as of July 15, 2005, as previously amended and supplemented (the 
“Original Master Indenture”) and as amended and supplemented by the Third Supplemental 
Master Trust Indenture dated as of December 1, 2017, between the Borrower and Wells Fargo 
Bank, National Association, as master trustee (the “Master Trustee”).  Pursuant to the terms of 
the Loan Agreement and the Series 2017 Obligation, the Borrower is obligated to make 
payments sufficient to pay the principal of, premium, if any, and interest on the Bonds.  Pursuant 
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to the terms of the Master Indenture, the Borrower and each other Person (as defined in the 
Master Indenture) which hereafter executes the Master Indenture (individually, a “Member” and 
collectively, the “Obligated Group”) agree to be jointly and severally liable (subject to the 
Master Indenture’s provisions permitting a Member to leave the Obligated Group) on all 
Obligations issued under the Master Indenture, including the Series 2017 Obligation. 

The proceeds of the Bonds will be used, together with certain other moneys, to (i)  
(a) currently refund all of the outstanding Illinois Finance Authority Revenue Bonds, 
Series 2005A (Friendship Village of Schaumburg) (the “Series 2005A Bonds”) (b) currently 
refund all of the outstanding the Illinois Finance Authority Revenue Bonds, Series 2005B 
(Friendship Village of Schaumburg) Extendable Rate Adjustable SecuritiesSM (EXTRASSM) (the 
“Series 2005B Bonds”), (c) currently refund all of the outstanding Illinois Finance Authority 
Revenue Bonds, Series 2010 (Friendship Village of Schaumburg) maturing on February 15, 2038 
(the “Series 2010 Currently Refunded Bonds”) and (d) advance refund all of the outstanding 
Illinois Finance Authority Revenue Bonds, Series 2010 (Friendship Village of Schaumburg) 
maturing on or after February 15, 2039 (the “Series 2010 Advance Refunded Bonds” and, 
collectively with the Series 2005A Bonds, the Series 2005B Bonds and the Series 2010 Currently 
Refunded Bonds, the “Prior Bonds”); (ii) pay or reimburse the Borrower for the payment of 
certain costs of constructing, renovating, remodeling and equipping the Borrower’s continuing 
care retirement community; (iii) establish a debt service reserve fund with respect to the Bonds; 
and (iv) pay certain expenses incurred in connection with the issuance of the Bonds and the 
refunding of the Prior Bonds, all as permitted under the Act. 

The Bonds have been sold to BB&T Capital Markets, a division of  
BB&T Securities, LLC, as underwriter (the “Underwriter”), pursuant to a Bond Purchase 
Agreement dated December 19, 2017 (the “Purchase Contract”) among the Underwriter, the 
Borrower and the Authority.  In connection with the sale of the Bonds, the Borrower has 
executed and/or delivered the Preliminary Official Statement dated December 5, 2017 (the 
“Preliminary Official Statement”) and an Official Statement dated December 19, 2017 (the 
“Official Statement”). 

In connection with the issuance of the Bonds, the Authority, the Bond Trustee and the 
Borrower have executed a Tax Exemption Certificate and Agreement dated the date hereof (the 
“Tax Agreement”), which places certain restrictions on the investment of moneys held in the 
funds established by the Bond Indenture and which, under certain circumstances, would require 
the transfer of certain moneys held in such funds to a Rebate Fund created under the Tax 
Agreement. 

As bond counsel, we have examined the following: 

 (a) certified copies of the proceedings of the Authority authorizing or 
approving, among other things, the execution and delivery of the Bond Indenture, the 
Loan Agreement, the Purchase Contract, the Series 2017 Obligation, and the Tax 
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Agreement, the use and distribution of the Preliminary Official Statement and the Official 
Statement and the issuance and sale of the Bonds; 

 (b) a copy of the Preliminary Official Statement, an executed Official 
Statement, the executed Series 2017 Obligation, and executed counterparts of the Bond 
Indenture, the Loan Agreement, the Purchase Contract, the Tax Agreement, the Third 
Supplemental Master Indenture and the Third Supplemental Mortgage and Security 
Agreement dated as of December 1, 2017, amending and supplementing the Mortgage 
and Security Agreement dated as of July 15,  2015, as previously amended and 
supplemented (collectively, the “Mortgage”), each between the Borrower, as the 
mortgagor, and the Master Trustee, as the mortgagor; 

 (c) specimen Bonds; 

 (d) executed opinions, each dated the date hereof, of Smith, Hemmesch, 
Burke & Kaczynski, special counsel to the Borrower, and Dentons US LLP, special 
counsel to the Underwriter; and 

 (e) such other documents and showings and related matters of law as we have 
deemed necessary in order to enable us to render this opinion. 

Based upon the foregoing and in reliance upon the matters hereinafter referred to, we are 
of the opinion that: 

 1. The Bond Indenture, the Loan Agreement, the Purchase Contract and the 
Tax Agreement have been duly authorized by all necessary action on the part of the 
Authority, have been duly executed and delivered by authorized officers of the Authority, 
and, assuming the due authorization, execution and delivery thereof by the other parties 
thereto, constitute the legal, valid and binding obligations of the Authority enforceable 
against the Authority in accordance with their respective terms, except to the extent 
limited by bankruptcy, reorganization or other similar laws affecting creditors’ rights 
generally and by the availability of equitable remedies, and except to the extent that the 
enforcement of the indemnification provisions of the Loan Agreement and the Purchase 
Contract may be limited by federal or state securities laws. 

 2. The Bonds have been duly authorized by all necessary action on the part 
of the Authority, have been duly executed by authorized officers of the Authority, 
authenticated by the Bond Trustee and issued by the Authority and constitute the legal, 
valid and binding limited obligations of the Authority enforceable in accordance with 
their terms, except to the extent limited by bankruptcy, reorganization or other similar 
laws affecting the enforcement of creditors’ rights generally and by the availability of 
equitable remedies, and the Bonds are entitled to the benefits and security of the Bond 
Indenture. 
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 3. It is our opinion that, subject to compliance by the Authority and the 
Borrower with certain covenants, under present law, interest on the Bonds is excludable 
from gross income of the owners thereof for federal income tax purposes and is not 
included as an item of tax preference in computing the alternative minimum tax for 
individuals and corporations under the Internal Revenue Code of 1986, as amended (the 
“Code”), but we express no opinion as to whether interest on the Bonds is taken into 
account in computing adjusted current earnings, which is used in determining the federal 
alternative minimum tax for certain corporations.  Failure to comply with certain of such 
Authority and Borrower covenants could cause the interest on the Bonds to be includible 
in gross income for federal income tax purposes retroactively to the date of issuance of 
the Bonds.  Ownership of the Bonds may result in other federal tax consequences to 
certain taxpayers, and we express no opinion regarding any such collateral consequences 
arising with respect to the Bonds.  Interest on the Bonds is not exempt from present 
Illinois income taxation.  Ownership of the Bonds may result in other state and local tax 
consequences to certain taxpayers, and we express no opinion regarding any such 
collateral consequences arising with respect to the Bonds. 

 4. The Bond Indenture creates a valid assignment to the Bond Trustee of the 
rights of the Authority in and to the Loan Agreement (with certain limited exceptions 
referred to in the Bond Indenture) and the Series 2017 Obligation. 

In rendering this opinion, we have relied upon the opinion of Smith, Hemmesch, Burke & 
Kaczynski, special counsel to the Borrower, referred to in paragraph (d) above, with respect to, 
among other things, (i) the status of the Borrower as an organization described in 
Section 501(c)(3) of the Code, that is exempt from federal income taxation under Section 501(a) 
of the Code, and (ii) the validity and binding effect upon and enforceability against the Borrower 
of the Master Indenture, the Mortgage, the Loan Agreement, the Purchase Contract, the Series 
2017 Obligation and the Tax Agreement, subject to the exceptions set forth in said opinion. 

In rendering the opinions in paragraph 3 hereof, we have relied upon certificates of the 
Borrower with respect to certain material facts within the knowledge of the Borrower relating to 
(a) the property financed and refinanced with the proceeds of the Bonds and the Prior Bonds and 
(b) the application of the proceeds of the Bonds and the Prior Bonds.  In rendering such 
opinions, we have also relied upon certifications of the Authority with respect to certain material 
facts within the knowledge of the Authority and on the mathematical computation of the yield on 
the Bonds and the yield on certain investments by The Arbitrage Group, Inc., certified public 
accountants, with respect to the advance refunding of the Series 2010 Advance Refunded Bonds. 

We express no opinion herein as to the accuracy, adequacy or completeness of the 
Official Statement relating to the Bonds. 

Our opinion represents our legal judgment based upon our review of the law and the facts 
that we deem relevant to render such opinion, and is not a guarantee of a result.  This opinion is 
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given as of the date hereof and we assume no obligation to revise or supplement this opinion to 
reflect any facts or circumstances that may hereafter come to our attention or any changes in law 
that may hereafter occur. 

 
Respectfully submitted, 
 

 
 
J.F. Bibby 
L.M. Phillips 
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