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MINUTES } CITY OF PIKEVILLE

SPECIAI MEETING MJ1NI TES OCTORER “)‘:LJ 1993

Meet

quorum pres
. D .M. Commls
follows:

MAYOR : WALTER 1| Al
COMMISSIONER: WALTER BLANKENSHIPF
SHARON CLARK

JOHNNY MOUNTS
Commissioner Eugene Davils

Mayol May ntroduced Pikeville Methodist Hospital attorney
Robinette: Bond Counsel Attorney, arke Eades of the Louisville, KY
firm of Wyatt, Tarrant & Combs; ‘itv of Pikeville attorney, Russell

Davis, J1

Ms. Robinette appeared before the Commission on behalf of the Board
of Directors of the Pikeville Methodist Hospital seeking approval for the
. aguance of Industrial Revenue Bonds to | inance the construction of a $1.2
million Cancer Center, the urchase of 8940,000 in equipment, renovatl 101
of the cardiac care unit as well as the intensive care unit, and to pay
off $1.9 million in existing bonds . Ma. Robinette called attention to In

Modur who is the radiation therap) physician. Ms. Robinette said that Dr.
Modur has been forced, for the past 1/ years, toO treat patients with out

dated egqulpment. The $940,000 proposed equipment purchase along with the
new cancer center will afford Pikeville residents the opportunity ¢to
receive much needed medical treatment at home instead of traveling ¢to

Lexington or Hunt lngton.
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Ms. Robinette summarized the efforts of the Board of Directors to
move forward with the project. Prior to seeking funding for the project,
the Governor 1ssued oratorium on Certificates of Need, howevel the
Roard was able to revamp the proposal and receive approval. The hospital
solicited bids from local Financial institutions 1in an effort to obtaln
the lowest 1nterest rates. P1key le National Rank was the successful
bidder. While going through the inancing process, the Board, once ag 11N,
ran into difficulties as it was learned thal long-term financing was next
to impossible since the hospital does nol OWTI the real estate.
Additionally, the bank would not issue a second mortgage on the property.
rhe bank suggested issuing [Industrial Revenue Bonds in the amount of
%4.669,000 which would finance rhe new cancel center, finance the
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renovations and pay off the exlsting honds. By using the Industrial

Revenue Bond ';1]1.-]:';1'i.t'1-._r [.‘-t-".n:'l-[-ill_rwl the C1tx 1 S elievec f any ."'_-!l--1|1t"'i al
to the existing bonds . oraeg) y commence with

obl i'._l-1'| ion with regdl d
the issuance of the bonds, Ms. Robinette askKel Commission to approve 4
new agreement between the : dis ospi | of Kentucky and the city of
Pikeville f o \ 15 year lease O gstats and Facility. Ms

Robinette reported that the hospita boar: ) irectors and sub-commlittees
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A the current leas allows for a strongel Citv control ver what i1s

Iy the hospital | .&., Lhe ‘*1*-[11*5:'“.%1.*'.--'.-.'i-l-! charge on behalf of the

v, such rates 1ol services nd facilities of the hospital project as
' h'-j;n*l"i_ri--'r'i it the annual budgel adopted by the City which shall become

budget of the Methodists, subject CoO sauich interim revisions in such
s may from time to time be approved by the City, subject also to
appropriate pro\ i sions for indigent patients. The Methodists will furthel
ohserve and comply with the requirements of the annual budget, subject to
guch wval lations therefrom as may be :1‘-L‘1'i"l1-in-':] and /ol dpPpI o =18 |J§ t ["if‘g'.

In the new lease, this language will be deleted. The hospital will
be required to submit copies of their budgetls and financial atatements
upon request by the City.

3. the current lease provides that all funds derived by the
Methodist Hospital will be firsl used to pay the operating expenses of the
hospital, then shall be used to (a) retire O1 redeem bonds in advance of
maturlty: or (b) to make or finance capital 1mprovements to the hospital;

or (e} to enhance and improve the services and/or facilities of the
hospital; as specified by the City.

This -:-"HI.':;{H-'H_:'_I{' will not bhe a pal t of the new lease.

The City Attorney adh igsed that he was merely poilnt ing out differences
‘n the existing and proposed leases and the possible effect 1t may pose to
the City. He added that while the bank would be uncomfol table in lending
a non-profit organization approximately 55 million f o1 leses than a fiXead
15 vyear period, he proposed that the citv should be given the option to

~wav off the exlistinc indebtedness and return to a Yedl to-vear lease.
Pd | . %

The Hospital Attornel explained to the commission that the reason the
above provisions were added to the 1969 lease agreement was that the City
was II":'-‘["'IH-'.]'ll]r'-- to see that the bonds were paild. Ms. Robinette reiterated
the fact that the City, through the i sguance of the Industrial Revenue
Bonds, would no longer be liable for the debt, however, L f the ecity
permits the l1lssuance of the bonds, e hospital fails to maks their bonds
payments, and Pikeville National -nk chooses to foreclose and sell the
property, the proceeds above and bevyvond  debt will be returned to the

Citv.

gteve Combs asKked what pre Jisions he heen included in the new lease
agreement with T'l.'-i'_]r'-i]ﬂ Lo the c 211 1 of members LO serve on the
Hospital Board of Directors. City 2 arnev Davis advised that the lease
does not reflect on the mannel 11 nic he board members are appoint ed,
ot does the '*'«li:'-[il]=_] lpase t'l-fllli[I ; !"_i|"_1 to make Alll -t}.'l"-:'iil'-ﬁl'li"llr."i tO
the board. Hospital Attorney Robinette advised that the manner in which
appointments are made to the hoard are addressed 1n the By-Laws. Mr.
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Combs offered hils O] i[|i|||| Fhal Fhe C1TY cshould wanit to have some :'?ILHI.'[ |

Fhe aelect Lon ol :i!tl.]';'.il-|||-1]".

i'||'.-||'||i:'.;-;'il'.||l'| Mounts A5 K el oW - jkeville Publaic H '::'-[*i tal
Corporation would be affected through § val of the new lease

Adreement.

Ma Robinette :i':'.xi;',‘"'ll that .‘ii”""‘ : . _- ¥ ':.”, F'i!-..k\i]],.. ','I-I:L'E-I',Ii_.
Corporation has been Sel by the hospital to filnance man)

lons. Ag not for profit rqanization, the hospital would have

Lt pay the curren interest rate, whereds : . 1S5 drasf '!:1'1]1'} I"‘]“'.'”'-l
when using municipal f inancing. 'he Ell1o01 ' lding on South Mayo rail,
currently being used by the hospital for office space, WwWds }-.||1.'-‘|.1::|'--|']
through Pikeville Public Hospital Corpol ation. 'he corporation leases the
property t ] - the amount of the loan payment. When the
debt is retired, Che - -+v will be owned by the City ol Pikeville. Ms .
Robinet advise the: CiIE Commission WwW1l] contlnu to appoilini
members ) = Ve i keville Public E:"':'E".i!"] '.-"E'I:"':I'!l LO .
Omml LOone sl inancial conti 1 would be aken away f rom
1 ¢ the new lease e dppro ed.

not, however in the future, should

dditional equipment, inetead of asking
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Ed Maddox ' s Commission had he opport Y o view the
Commissione . SN1p announced 1o mt had been
ised of the

Steve Combs ed if the city attorney had been authorized Dby

the Commlssion 0 negotiate the lease. Commissioner Mounts replied that
Mr. Davis had n« 1= By’ Commission approval. Mavor May advised legal

negotiations are the nature Ol Mr. Davis job dutie

Mayor Mayv asked City Attorney Davis if he would feel more comfortable
if he briefed the Commission further on the provisions of the lease. Ml
Navis advigsed the agreement was a pretty atandard and reasonable lease
that he would feel comfortable with, howevel 1 was his professional
opinion, not legal opinion, that the term of the lease should be further
negotiated.

Commissioner Mounts asked for someone to explain to him the urgency
in adopting the lease at this t Lme . Hospital Administrator, Jim Norris,
offered the following statement:

"With all due deference to the City Commission, I agree that vou don't
need to be trying to make declsions about the operation of the hospital.
The operation of the hospital is a highly complex 1s8Ue. It's almost too
complex for anybody to understand. The integral operations of the
hospital differ from almost any other business. The reason they differ 1s
hecause of an entirely separate set of regulations.. . NOW if vou want to

look at the relationship here between the city and the hospital’s
operations, you're tal king about an $8 million operatl ion compared to about
an S80 mwmillion operatlion. Are you going to make L 1 so 1impossible tO
finance that we go for a year trying to establish financing mechanlsms,
trying to establish some cash to function through a period of time when we
normally see low cash flow? You make that difficult to do that just to
protect 2 bond issue for 81,897,000 to be specililic. I don't think that's
what vou all want. I don't think that's what the community wants. The
community wants this city to do what's necessary and they wanl the
hospital board to do what's necessary to provide the community's health
care needs...We ought to be taking care of the population. We ought to be
nore concerned with the general health of this population than we are wilth
the bickering about who's got control. We don't need to stand here and
block the progress. We're doling something that we need *3*"1"-[?"f-”""]’} to do.
We seem TO have some 1dea that some pdl ticul a group wants cont [|-] 5 I
think that's kind of absurd. I've been 1n health care a long time. L'm
more interested in the Vvision than I am the process.. ..ol whether we need
f o1 the city to make decisions about who 18 on the board....Yyou Cuty
Commlissioners have gol a bilg responsibility because You cCall make 4
decizion that will help ease the problem with 1 inancing that cancer
center. 1f you want to make a decision that will be beneficial o YOUr
community from now oOn, then you've got another decision to make and
L Nnot waste E 1ot Of t1ime ‘1‘1i]iiJ
something thal isn't going to produce any positive result, whatsoever,
f rom the t1ime that VOuU ”l"‘""'] 1|_|i!'ll'.i||'_j- about o <1|'f_']'|4il's¢.__r about or even
discussing this financing situation...Dealing directly with the city might
he a 'J"'-*1 Ldea somel Lmes . IJF'd:-J:t_] wlth F;':-.'*‘t'i]]" Public was nol pad, not
bad At 111 and it provided us with some savings. Dealing with the banks

individually has been got Loo. But I've got a primary interest, and that

that s let's get on with g m-3

L)

primary 1nterest 5 Wi providing this community's health care needs.”

Commls: ] founts reiterated that he did not see Lthe urgency 111
idopting e IcY O inance at this time. MY . Norris reported thal
there hearings FWdy | I i 1 hls E 1 me relative to the

rate'sg caltl are reform. - sre could be just as
rapid lecisions, IS those ade 1 '= al w construction,

which woul 1:400 - his e logs of a canc reatment center.
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M Robinette advised the Commission that any delay 1in approving th
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3 I 1 :  rraage AT\ delav would also postpone the publishing
interest ratcte LIt Ao . gt ' .- - . 1 . ol 4 T tv fFor e
the ordinance until Friday which would again gavi the opportunity Tor LA
.“1 e .'1.t o~ increase since the ordinance would notl become effective
Lnterest | e O : e : " T ' the
|‘*' il published News—-Express publisher, Mart) Backus, said 1if he
Liilk - b nd . - — - = - . e - T = =
commission voted to adopt the ordinance on Monday that he would make e
o | | . - W . : " a . . 3 =T I.'
r]-l_fl TI:'I* |:|_:-|||'|.-i'|!'|' WdS J_"I!'|I.'|-'-'“"'-| 111 ILI‘"HJHI.'I.I.LiE : - X ¥ ¥ 2
L1 ted having first reading ol the ordinance at this time then come
= {1125 =il = e e iRt . I = i LR ~ 1- o - : 3
1 +Jﬁ on Monday and have second reading. Commission Members dgaVve thell
yar } | ol all i o =N . - . J 51
ont to Commissioner Mounts' request to have an eal ly meeting on Monda)
Onsearl L) ( Lol | bl N k ¥

to allow the ~1ty attorney time tO review the lease with them.

W |

edition. avor May

& ] Counsel Parker Eades gave firs reading to the Ordinance
sl@i0L {3 sel, c % I .
entitled as follows:
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DEFRAY THE COST OF ACQUIRING, CONSTRUCTING AND EQUIPPING A 'TT':.H ¥,

PROJECT; AUTHORIZING THE EXECUTION AND DELIVERY ON BEHALF OF THE ONDS ON 2
OF [1] A BOND PURCHASE AGREEMENT PROVIDING FOR THE SALE OF SUCH ra]~F2”Fm{”;
NEGOTTATED BASIS, [2] A TRUST INDENTURE SECURING THE BONDS, [3] T“'T%ﬂggr

sUCH PROJECT BETWEEN THE CITY, AS LESSOR, AND SUCH CORPORATION, AS A SR

PROVIDING FOR RENTAL PAYMENTS QUFFTICIENT TO PAY THE PE{F'WWT%L TW ,,lﬁF?ZH‘Q
rF ANY., AND INTEREST ON THE BONDS AS IF SAMI “““ﬁ”} DUE e s ek
MORTGAGE AND SECURITY AGREEMENT SECURING T BONDS: AND TAKING OTHER
RELATED ACTION.
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