
SUBLEASE AGREEMENT 
 

This Sublease Agreement (“Sublease”) is made as of this 1st day of December, 2016, by 
and between Bay County Health System, LLC, a Delaware limited liability company 
(“Sublandlord”) and Bay County, Florida, a political subdivision of the State of Florida 
(“Subtenant”).  
 

WHEREAS, pursuant to that certain Master Lease (defined below) between Sublandlord 
and Callaway Clinic, LLC (“Master Landlord”), Sublandlord leases certain space (the 
“Premises”) in the building commonly known as 489 N. Tyndall Pkwy., Callaway, Florida; 

 
WHEREAS, Subtenant desires to sublease from Sublandlord, and Sublandlord desires to 

sublease to Subtenant, the portion of the Premises consisting of approximately 765 square feet, 
and more particularly described on Exhibit B (the “Subleased Premises”), upon the terms and 
subject to the conditions and provisions hereinafter set forth; and 

 
WHEREAS, unless otherwise expressly provided herein, each capitalized term used in 

this Sublease shall have the same meaning ascribed thereto in the Master Lease.  
 

NOW THEREFORE, for good and valuable consideration, the sufficiency of which is 
hereby acknowledged, the parties hereto agree as described herein: 
 

1. Definitions: the following definitions and general terms shall apply to this 
Sublease: 
 

(a) Sublease Commencement Date means December 1, 2016. 
 
(b) Sublease Term means the period commencing on the Sublease 

Commencement Date and ending on November 30, 2019, unless sooner terminated in 
accordance with the terms of this Sublease or the Master Lease.  If this Sublease is 
terminated during the Sublease Term, Subtenant and Sublandlord shall not enter into a 
similar arrangement until after the expiration of Sublease Term.  
 

(c) Master Lease means that certain “Lease Agreement,” effective, 
December 1, 2016, by and between Master Landlord and Sublandlord, and including all 
exhibits, riders, extensions and amendments thereto, attached hereto as Exhibit A and 
incorporated herein by reference. 

 
(d) Sublease Rent means the amounts specified below which are determined 

by multiplying the sublease rental rate multiplied by the total rentable square footage 
attributable to the Subleased Premises.  

Lease Year Annual Sublease 
Rental Rate Per 

Square Foot  

Annual Sublease 
Rental 

Monthly Sublease Rental 
Installment 

12/01/2016 -
11/30/2017 

$14.39 $11,008.35 $917.37 

12/01/2017 -  
11/30/2018 

$14.82 $11,337.30 $944.78 

12/01/18 – 
11/30/2019 

$15.26 $11,673.90 $972.83 
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2. Sublease of Subleased Premises. 
 

 

(a) Sublease and Exclusive Use.  In accordance with the terms and 
conditions set forth in this Sublease, Sublandlord hereby sublets to Subtenant, and 
Subtenant hereby sublets and takes from Sublandlord, the exclusive use of the Subleased 
Premises, to be used and occupied by Subtenant for medical office space. Subtenant shall 
not have the right to use the Subleased Premises for any other purpose, unless it has 
obtained Sublandlord’s prior written consent, which consent may be granted or withheld 
by Sublandlord in its sole discretion. Subtenant shall comply with any and all federal, 
state and local laws applicable to its use of the Subleased Premises. Subtenant shall not 
do anything, fail to do anything or suffer or permit anything to be done that would result 
in a default under the Master Lease or permit the Master Lease to be canceled or 
terminated. 

 
(b) Master Lease.  This Sublease and all rights of Subtenant hereunder with 

respect to the Subleased Premises are subject and subordinate to the terms, conditions and 
provisions of the Master Lease. Subtenant hereby assumes and agrees to perform 
faithfully and be bound by all of Sublandlord’s obligations, covenants, indemnifications, 
agreements and liabilities under the Master Lease to the extent the same relate to the 
Subleased Premises or Subtenant’s use, operation or activities on or about the Subleased 
Premises, the Premises or the Common Areas (as defined below), and are not otherwise 
modified in this Sublease.  Subtenant’s liability hereunder shall be subject to the 
monetary limitations of Fla. Stat. 768.28(5) and Subtenant does not waive its sovereign 
immunity or any rights or defenses under the statute. 
 

(c) Automatic Termination.  This Sublease shall terminate automatically 
upon termination of the Master Lease.  

  
3. Sublandlord’s Additional Rights and Obligations.  During the Sublease Term, 

Sublandlord shall have the right to enter into and inspect the Subleased Premises upon reasonable 
notice (except in the case of an emergency, in which event no notice shall be required), to ensure 
the Subleased Premises are used and maintained in compliance with the terms and conditions of 
this Sublease and the Master Lease.  Sublandlord covenants that, upon payment of the Sublease 
Rent and performing the covenants and obligations herein, Subtenant shall peacefully and quietly 
have, hold and enjoy the Subleased Premises.  
 

4. Sublandlord’s Obligations. Except as expressly set forth in this Sublease, 
Sublandlord does not assume and shall not have any of the obligations or liabilities of Master 
Landlord under the Master Lease and Sublandlord is not making the representations or 
warranties, if any, made by Master Landlord in the Master Lease. With respect to work, services, 
repairs and restoration or the performance of other obligations required of Master Landlord under 
the Master Lease, Sublandlord’s sole obligation with respect thereto shall be to request the same, 
upon written requested from Subtenant, and to use reasonable efforts to obtain the same from 
Master Landlord; provided Sublandlord shall not be liable in damages, nor shall Sublease Rent 
abate hereunder, for or on account of any failure by the Master Landlord to perform the 
obligations and duties imposed on it under the Master Lease, except and only to the extent that 
rent abates under the Master Lease on account of such event.  
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5. Sublease Rent.  Subtenant shall pay to Sublandlord, at the address specified 
herein or at such other place as may be designated by Sublandlord in writing, Sublease Rent in 
the amounts set forth in Section 1(d) of this Sublease, in monthly installments, in advance and 
without demand, on the first day of each calendar month during and through the Sublease Term. 
The Sublease Rent under this Sublease shall not abate by reason of any damage to or destruction 
of the Subleased Premises or the Premises, unless, and then only to the extent that base rent 
actually abates under the Master Lease with respect to the Subleased Premises. 

 
6. Operating Expenses and Utilities. In addition to the Sublease Rent paid by 

Subtenant under this Sublease, Subtenant shall pay to Sublandlord, on a monthly basis, its 
proportionate share of all: (i) Operating Expenses payable by Sublandlord under Section 3.2 of 
the Master Lease; and (ii) any expenses related to utilities which are separately metered for the 
Subleased Premises and payable by Sublandlord under Section 3.3 of the Master Lease. For 
purposes hereof, Subtenant’s “proportionate share” shall mean 9.56% of the Operating Expenses. 
Upon request, Sublandlord shall provide Subtenant with copies of any notices delivered by 
Master Landlord to Sublandlord setting forth the Operating Expenses or utilities for the Subleased 
Premises.  
 

7. Common Areas. During the Sublease Term, Subtenant, its agents, employees, 
contractors, representatives and invitees, solely at their own risk, shall have the non-exclusive 
right to use all waiting areas, stairways, corridors, entrances, washrooms and other common areas 
in the Premises. 
 

8. Insurance. Subtenant hereby waives any cause of action it might have against 
Sublandlord on account of any loss or damage that is insured against under any insurance policy 
that covers the Subleased Premises, Subtenant’s fixtures, personal property, leasehold 
improvements or business and which names Subtenant as a party insured.  Subtenant shall 
procure and maintain throughout the term of this Sublease a policy or policies of insurance, at its 
sole cost and expense, insurance as required of Sublandlord in Section 5.3(a) of the Master Lease; 
provided, that, Subtenent shall only be required to maintain general liability insurance in the 
amount of $300.000 per occurrence and $1,000,000 aggregate, which Subtenant represents is the 
maximum coverage maintained by Subtenant.  
 

9. Indemnification.  In addition to the indemnification requirements listed in 
Section 5.2 of the Master Lease, Subtenant shall, by moving into the Subleased Premises or 
taking possession thereof, accept the Subleased Premises as suitable for the purposes for which 
they are subleased, and waive any and all defects therein.  Sublandlord shall not be liable to 
Subtenant or Subtenant’s agents, employees, guests, invitees or any person claiming by, through 
or under Subtenant for any injury to person, loss of or damages to Subtenant’s property or 
business, occasioned by or through the acts or omissions of Sublandlord, or by any cause 
whatsoever except Sublandlord’s gross negligence or intentional misconduct.  Except to the 
extent arising from or out of Sublandlord’s gross negligence or intentional misconduct, 
Sublandlord shall not be liable for, and Subtenant shall indemnify and save harmless Sublandlord 
from, all suits, actions, damages, liabilities and expenses in connection with loss of life, bodily or 
personal injury or property damage arising from or out of any occurrence in, upon, at or from the 
Subleased Premises or the occupancy or use by Subtenant of the Subleased Premises or any part 
thereof, or occasioned wholly or in part by any action or omission of Subtenant, its agents, 
contractors or employees.  If Sublandlord shall be made a party to any action commenced by or 
against Subtenant, the subject of which is covered by the foregoing indemnity, Subtenant shall 
protect and hold Sublandlord harmless therefrom and shall pay all costs, expenses, and reasonable 
attorneys’ fees to Sublandlord incurred in connection therewith. Subtenant’s liability hereunder 
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shall be subject to the monetary limitations of Fla. Stat. 768.28(5) and Subtenant does not waive 
its sovereign immunity or any rights or defenses under the statute. 
 

10. Subtenant Assignment or Subletting.  During the Sublease Term, Subtenant shall 
not assign this Sublease or sublet any portion of the Subleased Premises to any party without the 
Sublandlord’s and Master Landlord’s written consent, which may be withheld in the reasonable 
discretion of Sublandlord and Master Landlord, as well as any additional consents required under 
the Master Lease.   

 
11. General. 

 
(a) Legal Compliance.  Nothing contained in this Sublease shall require 

(directly or indirectly, explicitly or implicitly) any party to refer any patients to the other 
party or to use any other party’s facilities as a precondition to receiving the benefits set 
forth herein.  Notwithstanding any unanticipated effect of any of the provisions of this 
Sublease, the Parties intend to comply with the “Anti-kickback Statute” (42 U.S.C. § 
1320a-7b), the “Stark Law” (42 U.S.C § 1395nn), and all federal and state laws and 
regulations governing fraud and abuse or physician self-referrals under the Medicare and 
Medicaid programs and other federal and state healthcare programs, including without 
limitation the safe harbor for office space rental under the Anti-Kickback Statute 
(42 C.F.R. §§ 1001.952(b)) and the exception for rental of office space under the Stark 
Law (42 U.S.C. §§ 1395nn(e)(1)(A), and 42 C.F.R. §§ 411.357(a)).  This Sublease shall 
be construed in a manner consistent with compliance with such statutes and regulations, 
and the parties agree to take such actions as are necessary to construe and administer this 
Sublease consistent therewith.  The parties acknowledge that the compensation paid 
hereunder has been negotiated at arms’-length, is solely for Subtenant’s lease of the 
Subleased Premises, is consistent with fair market value for similar space in the 
community, and does not take into account the volume or value of referrals or other 
business generated between the parties.  The Subleased Premises do not exceed that 
which is reasonably necessary for the legitimate business purposes of the parties under 
this Sublease, and would be commercially reasonable even if no referrals were made.  In 
the event a court or administrative agency of competent jurisdiction determines that this 
Sublease violates any such statutes or regulations, or that the compensation hereunder is 
not consistent with fair market value, then the parties hereto agree to take such actions as 
are necessary to amend this Sublease to comply with applicable statutes and regulations. 

 
(b) Access to Records.  The parties agree that if this Sublease is subject to 

the provisions of Section 1861(v)(1)(l) of the Social Security Act or the regulations 
promulgated in implementation thereof (initially codified at 42 C.F.R. 420.300 et seq.), 
then the parties shall comply with those provisions.  Each party shall allow the 
Comptroller General of the United States, the United States Department of Health and 
Human Services, and their duly authorized representatives access upon their request to 
such party’s books, documents and records relating to this Sublease and the Subleased 
Premises until the expiration of four (4) years after the termination of this Sublease. 

 
(c) Notices:  Any notice required or desired to be given in respect to this 

Sublease shall be deemed to be given upon the earlier of (i) actual delivery to the 
intended recipient or its agent or (ii) upon the third business day following deposit in the 
United States mail, postage prepaid, certified or registered mail, return receipt requested. 
Any such notice shall be delivered to the respective addresses set out below, or in the 
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Master Lease, to the extent not listed below, or to such other address as a party shall 
specify in the manner required by this Section.  The respective addresses are: 

 
Sublandlord:   Bay County Health System, LLC 

    615 North Bonita Ave. 
    Panama City, FL 32401 
    Attn:  Chief Executive Officer 
 
With a copy to:   LHP Operations Co, LLC 
    Attn:  Legal Department 

   2400 Dallas Parkway, Suite 450 
   Plano, TX 75093 

 
 Subtenant: Bay County Board of County Commissions 

  840 W. 11th Street 
  Panama City, FL 32401 
  Attn: County Manager 
 

 
(d) Costs and Attorneys’ Fees. In the event of a dispute related to this 

Sublease, the prevailing party may recover attorneys’ fees and costs incurred in enforcing 
any of the provisions of this Sublease. 

 
(e) Binding Agreement:  This Sublease shall be binding upon, and shall 

inure to the benefit of Sublandlord, Subtenant, Master Landlord and each of their 
respective successors and permitted assigns. 

 
(f) Entire Agreement:  This Sublease (together with the Master Lease) 

represents the complete agreement between the parties regarding the subject matter 
hereof, and other than as expressly agreed by the parties herein, no other changes or 
modifications of the Master Lease are intended nor shall any such other changes or 
modifications exist.  Furthermore, in the event of a conflict between the terms of the 
Master Lease and the terms of this Sublease, the terms of this Sublease shall control. 

 
(g) Force Majeure.  Neither party shall be liable nor be deemed in default of 

this Sublease for any delay or failure to perform caused by the acts of God, civil or 
military authority, acts of public enemy, war, accidents, fires, explosions, earthquakes, 
floods, strikes, or other similar or dissimilar causes beyond the reasonable control of 
either party. 
 

(h) Counterparts.  This Sublease may be executed in multiple counterparts, 
each of which shall constitute an original and all of which together shall constitute one 
agreement binding on the parties. 
  

(i) Amendment.  This Sublease may only be amended by a written 
agreement signed by the parties.  
 
 

SIGNATURE PAGE(S) FOLLOW  
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IN WITNESS WHEREOF, the Parties have executed this Sublease as of the day and year 

first set forth above. 

SUBLANDLORD 
 
Bay County Health System, LLC 
 
 
By:      
 
Name: Stephen Grubbs, Chief Executive Officer 
 
 
SUBTENANT 
 
Bay County, Florida 
 

By: ____________________________ 
 
Name:  _________________________  
 
 
Attest: 
 
 
________________________________ 
Bill Kinsaul, Clerk of Court 
 
 
Approved as to Form: 
 
 
________________________________ 
County Attorney 
 



Exhibit A 
Master Lease 
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Exhibit B 
Floor Plan of Premises 

 
 
 
 

 
 
 


	11. General.
	Sublandlord

	By: ____________________________
	Name:  _________________________



