
GROUND SUBLEASE 

This Ground Sublease (this "Sublease") is executed effective as of the 17th day of 
October, 2014 ("Effective Date") by and between TRAVIS COUNTY HEALTHCARE 
DISTRICT, doing business as Central Health, a political subdivision of the State of Texas 
("Sublessor" or "Central Health") and SETON FAMILY OF HOSPITALS, a Texas 
nonprofit corporation ("Sublessee" or "Seton"). Sublessor and Sublessee are sometimes referred 
to in this Sublease individually as a "Party" and collectively as the "Parties". 

ARTICLE I 
RECITALS, DEFINED TERMS AND RELATIONSHIP TO MASTER LEASE 

1.01 Central Health is a political subdivision of the State of Texas, created in 2004 by a 
vote of the citizens of Travis County, Texas as allowed under Chapter 281 of the Texas Health 
and Safety Code. Central Health works to develop and maintain a network of health care 
services to serve community health care needs of the City of Austin and Travis County. Seton is 
a non-profit provider of health care services in Central Texas, and pursuant to a lease with 
Central Health, currently operates the University Medical Center at Brackenridge as a Level I 
Trauma Center and safety-net hospital for Travis County. 

1.02 The Board of Regents of the University of Texas System ("UT System" or 
"Lessor"), The University of Texas at Austin ("UT Austin"), Central Health, and Seton have 
worked in collaboration with each other for the establishment of a teaching hospital (the 
"Teaching Hospital") to support a four-year medical school as a department of UT Austin, 
being Dell Medical School and the educational mission of UT Austin and to support graduate 
medical education in the City of Austin and Travis County. The Dell Medical School will be 
constructed on the UT Austin campus in an area designated by UT Austin as The University of 
Texas at Austin Medical District (the "Medical District") currently being approximately 39.42 
acres in size, as generally shown on Exhibit "A" attached to this Sublease. 

1.03 Central Health and Seton have entered into a lease agreement effective June 1, 
2013 (as amended from time to time, the "UMCB Lease") for operation of University Medical 
Center Brackenridge as a primary safety net hospital for all residents of Travis County, Texas. 
Central Health, Seton, and/or Seton Healthcare Family ("SHF") have entered into the following 
other agreements pursuant to which Seton will, among other things, operate the Teaching 
Hospital (to replace the hospital operations covered by the UMCB Lease): that certain Master 
Agreement dated as of June 1, 2013 (a,s amended from time to time, the "Master Agreement"), 
that certain Option to Purchase dated as of June 1, 2013 (as amended from time to time, the 
"Option Agreement"), and together with Community Care Collaborative, a Texas nonprofit 
corporation, that certain Omnibus Healthcare Services Agreement dated as of June 1, 2013 (as 
amended from time to time, the "Omnibus Healthcare Services Agreement") (collectively, the 
"CH/Seton Ancillary Agreements"). 

1.04 UT System, UT Austin, and Seton have entered into that certain Affiliation 
Agreement to be effective January 1, 2015 (as the same may be modified, amended, and/or 
restated from time to time, the "Teaching Hospital Affiliation Agreement") for the 
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development and operation of the Teaching Hospital and its relationship to the Dell Medical 
School and UT Austin. 

1.05 In order to best accomplish the collaborative effort described above to establish a 
Teaching Hospital and its statutory duty to provide medical services to the indigent and safety 
net population of Travis County, Texas, Central Health will ground lease from UT System a 
certain tract of land in the Medical District, being 3.510 acres of land, more or less and more 
particularly described on Exhibit ''B" attached to and incorporated in this Sublease (the "Land") 
pursuant to that certain Ground Lease to be executed effective as of the Effective Date a full and 
complete copy of which is attached to this Sublease as Exhibit "C" (as may be amended from 
time to time, the "Master Lease"), and then will sublease the Premises described therein to 
Seton to be operated pursuant to this Sublease and the CH/Seton Ancillary Agreements. The 
term "Subleased Premises" will mean the entire Premises (as defined in the Master Lease). 

1.06 Central Health has concluded that the transaction described in this Sublease will 
significantly benefit the residents of Travis County, Texas, and that, as a result of such 
transaction, the Teaching Hospital will be established to serve as a primary safety net hospital by 
providing essential health services described in Sections 1.10 and 4.01 of the Master Lease, for 
all residents of Travis County, Texas, regardless of their gender or financial status. 

1.07 The Board of Managers of Central Health has approved and authorized the 
transaction described in this Sublease and Central Health's execution, delivery, and performance 
of this Sublease, and has made a finding that all of the property, both real and personal, being 
subleased to Seton pursuant to this Sublease is necessary and convenient for the operations of the 
Teaching Hospital to be operated on the Subleased Premises. 

1.08 Seton desires to sublease from Central Health and Central Health desires to 
sublease to Seton the Subleased Premises subject to the terms and conditions hereof. 

1.09 Defined Terms. Capitalized terms used but not defined in this Sublease shall 
have the meanings specified in the Master Lease. 

1.10 Relationship to Master Lease. 

(a) This Sublease is subject and subordinate to the Master Lease, and, so long 
as this Sublease is in effect, Sublessee shall not have any rights with respect to the Subleased 
Premises arising under this Sublease that are (i) greater than Sublessor's rights under the Master 
Lease or (ii) specified in the Excepted Provisions (as defined below). Except for Sublessor's 
rights specified in the Excepted Provisions, it is the Parties' intent that all other rights and 
benefits granted to Sublessor under the Master Lease will inure to the benefit of Sublessee to the 
extent set forth in the Master Lease and subject to the terms of this Sublease. 

(b) To the extent not otherwise inconsistent with this Sublease and except for 
the Excepted Provisions, the terms, conditions, and provisions of the Master Lease are 
incorporated into this Sublease by reference. Sublessee shall not undertake or perform any 
action or fail to take any action that would constitute a breach of any covenant or obligation 
under the Master Lease or cause the Master Lease to be terminated or forfeited. Sublessor shall 
have all the rights of Lessor contained in the Master Lease with respect to this Sublease. In the 
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event of an express conflict between the provisions of the Master Lease and the provisions of this 
Sublease, as between Sublessor and Sublessee, the provisions of the Master Lease shall control. 
Except as specifically provided in this Sublease, the Master Lease, or the Lessee Collateral 
Assignment, Sublessee acknowledges and agrees that any termination or expiration of the Master 
Lease shall constitute a termination or expiration of this Sublease. Sublessor and Sublessee shall 
promptly provide the other Party with any notices and reports received from Lessor that affect 
the Subleased Premises, and any notices and reports required to be given by Sublessor to Lessor 
under the Master Lease shall also be given at the same time and in the same manner to Sublessee 
and any notices and reports required to be given by Sublessee to Lessor under the Master Lease 
shall also be given at the same time and in the same manner to Sublessor. In no event shall 
Sublessor be deemed to have made any of Lessor's representations or warranties in the Master 
Lease to Sublessee hereunder. Notwithstanding any other provisions of this Sublease, in no 
event shall Sublessee be entitled to terminate the Master Lease or exercise Sublessor's right to 
terminate the Master Lease under Section 16.02(d) of the Master Lease so long as this Sublease 
is in effect. So long as no Sublessee Default (as defined in Section 14.01) exists after the 
expiration of all applicable dispute resolution processes and notice and cure periods provided for 
under any provision of this Sublease or the Master Lease, Sublessor hereby covenants and agrees 
to timely perform all of its obligations under the Master Lease. Sublessor will not undertake or 
perform any action or fail to take any action that will result in a default under the Master Lease. 

(c) By its signature on the Joinder by Seton Family of Hospitals to the Master 
Lease (the "Joinder"), Sublessee has acknowledged and agreed that Sublessee (i) is bound by 
and Sublessee has covenanted, agreed, and promised to perform and discharge all of the 
obligations of Hospital Subtenant and Seton expressly set forth in the Master Lease, and (ii) is 
bound by and Sublessee has covenanted and agreed to comply with all of the provisions of the 
Master Lease, other than the "Excluded Provisions" (as defined in Section 2 of the Joinder), as if 
Sublessee were the "Lessee" under the Master Lease (collectively, the "Master Lease 
Obligations"). Sublessee acknowledges and agrees that the Master Lease Obligations are 
incorporated into this Sublease by reference and shall be obligations and covenants of Sublessee 
to Sublessor under this Sublease to be performed hereunder. 

(d) Sublessee hereby acknowledges and agrees that the only services to which 
Sublessee is entitled under this Sublease are those to which Sublessor is entitled under the 
Master Lease with respect to the Subleased Premises (subject to all the provisions, restrictions 
and conditions imposed by the Master Lease). Sublessor will have no obligation to or liability 
for failure to perform any of Lessor's obligations under the Master Lease. Sublessee agrees to 
look solely to Lessor for the performance of such obligations; provided, however, following 
written notice from Sublessee specifying the nature of the failure by Lessor to perform, 
Sublessor agrees to use reasonable efforts to cause Lessor to correct and remedy such failure but 
in no event shall Sublessor be obligated to declare a default under the Master Lease or to bring 
any suit or action against Lessor or to be liable for Lessor's failure to perform under the Master 
Lease. In no event shall Sublessor be liable for any acts or omissions of Lessor or any of 
Lessor's officers, directors, shareholders, employees, partners, members, representatives, or 
agents ("Lessor Parties") or any failure of Lessor or any Lessor Parties to comply with the terms 
of the Master Lease. Nothing contained in this Sublease will limit or prevent Sublessee from 
exercising its rights under Section 22.1 l(a) of the Master Lease; provided such remedies and 
actions by Sublessee are reasonably consistent with the Affiliation Agreements then in effect and 
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do not unreasonably interfere with the exercise by Sublessor of its remedies under such 
Affiliation Agreements or the Master Lease. 

( e) As used herein, the term "Excepted Provisions" means the following 
sections and exhibits to the Master Lease and any rights granted to Sublessor therein, which, as 
between Sublessor and Sublessee only, shall not inure to the benefit of Sublessee except as 
otherwise expressly provided herein: Sections 4.08(e). 5.10, 7.08(c). 7.18, 8.01, 10.01, 10.02, 
10.03, 10.05, 1 l.03(a). 15.04, 17.04(a). 19.05(b), 22.1 l(b) and Exhibit J. 

ARTICLE II 
SUBLEASE OF SUBLEASED PREMISES 

2.01 Granting Clause. For and in consideration of the covenants made by Sublessee 
herein, and $10.00 and other good and valuable consideration, the receipt and sufficiency of 
which are hereby acknowledged, Sublessor subleases to Sublessee, and Sublessee subleases from 
Sublessor, the Subleased Premises in accordance with and subject to the terms, conditions and 
provisions of this Sublease and the Master Lease Obligations (except as to the Excepted 
Provisions). Sublessor and Sublessee intend that all of the rights in and to the Premises granted 
to Sublessor under the Master Lease and all of the obligations with respect to the Premises 
imposed on Sublessor under the Master Lease that constitute Master Lease Obligations (except 
such rights and obligations in the Excepted Provisions) shall be passed through to Sublessee in 
this Sublease. 

2.02 Quiet Enioyment. Sublessor covenants and warrants, to the extent permitted 
under the laws and Constitution of the State of Texas, that, so long as no Sublessee Default exists 
after the expiration of all applicable dispute resolution processes and notice and cure periods 
provided for under any provision of this Sublease or the Master Lease, Sublessee shall and may 
peaceably and quietly have, hold, occupy, use and enjoy and shall have the full and unrestricted 
use and enjoyment of the Subleased Premises during the Sublease Term, subject only to the 
Permitted Encumbrances, the terms and conditions of this Sublease and the Master Lease, and all 
Applicable Laws. 

2.03 Sublease Term. Subject to the terms and conditions hereof and the Master 
Lease, the term of this Sublease ("Sublease Term") will be the same as the Term of the Master 
Lease, unless sooner terminated as provided for in this Sublease. 

2.04 Option to Renew and Extend. Subject to the conditions herein, Sublessor agrees 
that Sublessee may, at its option, exercise Sublessor's Extension Option(s) under the Master 
Lease. The exercise of each such option will automatically extend the original Sublease Term 
for the period of the applicable Renewal Term under the Master Lease, subject to all the 
provisions of this Sublease and the Master Lease, including the Seton Safety Net Requirement. 
Sublessee's right to exercise Sublessor's Extension Option(s) is subject to the following 
conditions precedent: 

(a) All conditions precedent set forth in Section 2.06 of the Master Lease to 
Sub lessor's right to exercise the Extension Option are satisfied. 
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(b) This Sublease shall be in effect at the time notice of exercise of the 
Extension Option (the "Master Lease Renewal Notice") is given and on the last day of the 
Sublease Term with respect to the First Renewal Term and if applicable with respect to the 
Second Renewal Term, on the last day of the First Renewal Term. 

(c) Without limiting Sublessee's rights to cure any defaults hereunder, to the 
extent applicable, no uncured Sublessee Default shall exist after expiration of all applicable 
dispute resolution processes and notice and cure periods provided for under any provision of this 
Sublease or the Master Lease at the time notice is given or during the period from delivery of the 
Master Lease Renewal Notice through and including the last day of the then current Sublease 
Term. However, if Sublessee's Renewal Notice (defined below) is given during the continuance 
of a TRN Default, provided that Sublessee is in full compliance with Section 14.06 of the Master 
Lease, and is diligently pursuing the cure of such TRN Default in accordance with the Response 
Plan, then such TRN Default will not be a failure of this condition precedent and Sublessee will 
have the right to exercise the Extension Option. 

(d) Not later than one (1) year prior to the expiration of the applicable 
Renewal Deadline (as defined below), Sublessee shall give written notice to Sublessor (the 
"Sublessee Renewal Notice") of its intent to either (i) irrevocably exercise the Extension Option 
for the applicable Renewal Term, or (ii) not exercise the Extension Option for the applicable 
Renewal Term. If the Sublessee Renewal Notice states that Sublessee intends to exercise the 
Extension Option, then the following additional condition precedents shall apply: 

(i) Sublessee shall give written notice to Sublessor and Lessor 
irrevocably exercising the Extension Option not later than five (5) years prior to 
expiration of the Term (the "First Renewal Deadline"). 

(ii) Sublessee shall give written notice to Sublessor and Lessor 
irrevocably exercising the Extension Option for the Second Renewal Term not later than 
five (5) years prior to expiration of the First Renewal Term (the "Second Renewal 
Deadline"). 

The First Renewal Deadline and the Second Renewal Deadline may be referred to each as 
a "Renewal Deadline". By its consent to this Sublease, Lessor agrees to accept a notice under 
this subsection from Sublessee as a proper notice of the exercise of Sublessor's applicable 
Extension Option, and any such exercise shall automatically extend the original Sublease Term 
of this Sublease for the applicable Renewal Term. If Sublessee elects to exercise the Extension 
Option for the First Renewal Term or the Extension Option for the Second Renewal Term and 
Sublessor does not elect to participate in such Extension Option, then Sublessee may proceed 
without Sublessor's joinder, and concurrent with the first day of the First Renewal Term or the 
Second Renewal Term (or at such earlier time as Sublessor and Sublessee may elect), Sublessor 
will assign the Master Lease to Sublessee, and Sublessee will assume the Master Lease and all 
duties and obligations of Sublessor thereunder, as provided in the Master Lease. The assignment 
of the Master Lease to Sublessee in connection with its exercise of an Extension Option will not 
affect or include Sublessor's rights under Section 22.1 l(b) of the Master Lease, and upon such 
assignment by Sublessor and assumption by Sublessee, Sublessor will be released from the 
Master Lease as provided in Article X of the Master Lease. 
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ARTICLEfil 
INSPECTION AND DELIVERY OF SUBLEASED PREMISES 

3.01 Commencement Date. 
commencement date of the Sublease Term. 

The Commencement Date shall also be the 

3.02 Title Insurance. Sublessor and Sublessee agree to obtain title insurance (with 
endorsements reasonably agreed to by both Parties) insuring their leasehold and subleasehold 
interests respectively and to share the cost of such policies (and any agreed upon endorsements) 
equally. 

ARTICLE IV 
USE 

4.01 Use of Subleased Premises. 

(a) The Land and Subleased Premises and Improvements shall be used in 
accordance with the terms of Section 4.01 of the Master Lease. In no event shall Sublessee use 
or permit the Subleased Premises and Improvements to be used for any use prohibited by this 
Sublease or the Master Lease. Sublessee acknowledges and agrees that Lessor may enforce the 
provisions of Section 4.0I(a) of the Master Lease directly against Sublessee to the extent that 
Sublessee is responsible for a breach of such Section 4.0l(a) of the Master Lease. 

(b) Sublessor acknowledges that Sublessee is subject to the official teachings 
of the Roman Catholic Church and the Ethical and Religious Directives (as defined below). Any 
provision contain in this Sublease to the contrary notwithstanding, in no event shall Sublessee be 
required to engage in any conduct, or provide or perform any services, in connection with its 
obligations under this Sublease, in contravention of the Ethical and Religious Directives. In the 
event that, during the Sublease Term, Sublessee shall be asked to engage in any conduct, or 
provide or perform any services, the conduct of which or the provision or performance of which 
shall be determined by Sublessee, in the exercise of its absolute discretion, to be in violation of 
the Ethical and Religious Directives, Sublessee may refuse to engage in any such conduct, or 
provide or perform any such services; provided, however, that, in any such event, Sublessee shall 
work cooperatively and in good faith with Sublessor, to the end that any such services shall be 
provided or performed by Sublessor, or shall be provided or performed by one or more other 
healthcare providers who Sublessor shall select for such purpose. As used herein, the term 
"Ethical and Religious Directives" means the Ethical and Religious Directives for Catholic 
Health Care Services ( Fifth Edition), in the form issued by the United States Conference of 
Catholic Bishops on November 17, 2009, as the same may be amended from time to time by the 
United States Conference of Catholic Bishops and interpreted by the Bishop of the Diocese of 
Austin. 

(c) Sublessee's policies for the Teaching Hospital shall conform to the: (i) 
provisions set forth in the Teaching Hospital Affiliation Agreement, for so long as it is in effect, 
and (ii) requirements necessary to ensure that the Teaching Hospital be part of the Seton Safety 
Net System during the entire Sublease Term (regardless of whether any other Affiliation 
Agreements, including the Teaching Hospital Affiliation Agreement and the Master Agreement, 
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are in effect). If Sublessee defaults under this Section 4.0l(c). then Sublessee will have the right 
and opportunity to cure such default within sixty (60) days after Sublessee has been given a 
written notice from Sublessor specifying such default; provided, however, that if such default 
can be cured but by its nature cannot be cured within such sixty (60) day time period, and if 
Sublessee has commenced curing such default within such time period and thereafter diligently 
and with continuity pursues such cure to completion, such sixty (60) day time period will be 
extended for the period of time reasonably necessary for Sublessee to cure such default. 

(d) Sublessee shall not, within the Sublease Premises: (i) prohibit, restrict, or 
interfere with any patient's or guest's civil or religious freedom, rights, or individual religious 
choice; (ii) interfere with the provision of full or equal privileges to hospital services based on 
religious affiliation or preferences; or (iii) disseminate unsolicited communications directed to 
individual patients or guests advocating specific religious doctrines. General communications, 
including distribution of materials, not directed to particular patients or visitors shall not be 
deemed to violate any of the foregoing provisions. Sublessee shall administer, operate, and 
maintain the Subleased Premises and Improvements as a hospital and health care delivery system 
rendering health care services, or engaged in health education or research, in any case, available 
to members of the general public without discrimination as to race, color, religion, sex, or 
national origin. Nothing in this subparagraph shall be deemed to prohibit Sublessee from 
engaging in any activities in which it is required to engage, or from rendering or providing any 
service which it is required to render or provide to any person under the Ethical and Religious 
Directives or any Applicable Laws or any order or injunction issued or entered by any 
Governmental Authorities. 

(e) Except as explicitly provided in the Master Lease, this Sublease or by 
Applicable Laws, Sublessee, during the Sublease Term, shall have full management and control 
of the organization, operation, and maintenance of the Subleased Premises and Sublessee's 
inventory and personal property located on the Subleased Premises without the need of further 
approval and consent from Sublessor. Sublessee shall have full authority to collect and use all 
revenues derived or resulting from the Subleased Premises, and shall be responsible for all debts, 
contracts, torts, and claims resulting from operation of the Subleased Premises during the 
Sublease Term, except as otherwise expressly provided in the Master Lease or this Sublease. 

(t) Sublessee shall perform all of its obligations under this Sublease, and 
operate the Subleased Premises and the Improvements, in a manner consistent with its 
classification as a not-for-profit corporation under Texas corporate law and as a tax-exempt 
corporation under Section 501(c)(3) of the Internal Revenue Code of 1986, as amended. If 
Sublessee defaults under this Section 4.0l{f). then Sublessee will have the right and opportunity 
to cure such default within sixty (60) days after Sublessee has been given a written notice from 
Sublessor specifying such default; provided, however, that if such default can be cured but by its 
nature cannot be cured within such sixty (60) day time period, and if Sublessee has commenced 
curing such default within such time period and thereafter diligently and with continuity pursues 
such cure to completion, such sixty (60) day time period will be extended for the period of time 
reasonably necessary for Sublessee to cure such default. 

4.02 Provision of Duplicative Services. 
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