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MINUTES } CITY OF PIKEVILLE

SPECIAL MEETING MINUTES OCTOBER 25 1993

&
k
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f o1 1Ssulng Industrial pvenue Bonds o the Methodist Hosplital of
Kentucky an iscuss the leas negotiations between the City of Pikeville
and the Methodist Hospital Kentucky.

iy B o Attorney Navis disclosed thal the law fairm - | S

= |

ssociated, Baird, Baird, Baird & Jones, acts as f o1
' l]1e National Bank and 'rust Company , who proposes to finance the
ond arrangement for the hospital. Because of this association, Mr. DbDavis
reported that he ma) have a conflict of 1nterest due to his representation
of the City of Pikeville. Mr . Davis furtheit explalned that while his
office does legal matters for the bank from time to time, he does not
personally represent the bank. Baird, Baird, Baird & Jones has not done
dalll "!r--._j-"l'. matters 1n ‘."*._J-Il;ﬂ. LO this pAal ticulal transaction because the
hank's in-house counsel, Bill Hickman, has worked on it to the extent they
needed counsel and there s also bond counsel that is employed by the
hospital who has substantially prepared all the fFinancial documents. The
City Attorney advised that Pikeville National Bank CEO, Burlin Coleman,
agreed to walve an) conflict. Commissionel Blankenship made the motion to
.:If‘|-.]'1::1-.=]f-=u'1f_fr-_* disclosure of the conflict and LO waive the conflict.
Commlissionel Mounts seconded the motion. Upon call of the roll, the
motion carried unanimously.

d
Pikevi
r

City Attorney Davls repol ted that he does not have much dispute with
the documents which create the 1liens oOn the property or the manner 11
which the securility interests created for the bank (Pikeville National)
would occur 11 approved. Mr. Davis advised hils blggest concern is with
regard to the new lease agreement that the hospital 1s asking the City to
approve due to the financing arrangement. Mr. Davis explained the
necessity in changing the existing lease 15 that the existing lease

agreement is basically a management contract and 15 d vear—-to-year
agreement which can be terminated under certain circumstances. The bank
regquires a | \ lease. Mr. Davis compared the provisions of the 196 %
lease .-!tJHI'r-*IiIF"FL1 i those of the ;H'-'-;J-'-.--H'L] lease J1!JIr'F'|ltr'||| as follows:

F:.jl_lir 3 of the 1969 lease -'l'_'j]'r"l.-‘]:,ll-"'_"l l'lil"*.'i_']*"". ToYy 4 ':.'F-‘-1'!"'1'1." Y ase for
as long as the hospital coni inues to make the bond payments. - new
agreement would have a fixed 15 year leadse

Page 4 of the curreni lease agreement allows the hos : o terminate the
lease agreement thus leaving the city with the aeb f $1.9 million and

various r-lEI:i['HIH-*IN J_|||1|'1.|.1:'..-:._ The [:r->[:r=r:--"] lease | { the ]1-'1-’"-i"ir"1]
to be totally liable for the debts.

Page 5 of the current lease has clause which states "Upon redempl Lon o1
retirement of all the $2.9 11l1lio of the original bond issue, the title
to the hospital project will ansferred from the Pikeville Public
Hospital Corporation too the City and the sublease agreement -
ind terminate and the Mel hodlsts shall Lmmediate

hospital project to the City". Thi osed lease agre

the term expirat lon 1 -

GA O1 the ¥

any equipment or fiX are S e - he hospital and acquired b
the hospital with rev in operating : L LR hen the equipment
11 be owned by the City ©O 2ikeville. The proposed sase agreement sa

e |*i:.|"||_ : ||'I'.|_|IJ. chased L 2 11 '=!L'|i£="||'|‘:|!rr ;"
the hospl i Jith hospital funds, 3 |-=[||ilull:~-||| would be
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MINUTES } CITY OF PIKEVILLE

The - 71 + that should a
h‘]ll-'|.||::.._'l | !-.-'.' { s Of |.l||.|1.

: vides . the Me ywdistsg will no 1sgign or transiel
The present lease nrovides thal i r”_!‘ cl A 1 i

- : ; 2 . - | =3 r"'.\ e |'|.g_-|
rheill csnubhlease .-1i:E|'I>LII4'!]? wilthout the itten consent Ch ) k. |
! , = 5 ¢ J ] ;

: -~ Ty ] '] W ® assi gublease W 1 thoul
proposed lease says thatl the hospital will not assign

- e ahibited " TOm
the consenl of the 1LY, howevel the LLEY ' pronlbliled r..!””

unreasonably withholding consent. Mr . Davis advise .I. hat .}|L"I:-'.|I'|] tal
officials have agreed to delete the language "unreasonably withheld”.

The proposed lease agreement has language as I'nHe.lm':a: '}_r'. 1-]“1.“[:-‘.!'. 5-]_“';
citv's interest in insuring the uninteil rupted availability Ol hospital and

-

Fealth' Gare services to the ey l'f.k'*ll&':_llf pih:xl E H.“" }..1‘11 : _-.|!;r1 -:'_“'-IJJJ [qla'lllll_r:]l 1i|:]
service areas and so not to impair the City ' s -.-‘|In:~: L) : Lo }'1'*,[]!1-?.'-.' e :L“
project direct ly through a future Legsee u[mn.[_.---.||u1_.l-|! .nitrll'f : 4;‘_”_”“_‘”_{
e v paauen  Lhe'lLessee chall not engage 1n fluu‘_t c0lle: | 3 H,.. 11:_;; ““:

with any internal or external committees, organizations, represell ,'.1.1.””:-
or other entit vy which ceases to claim 1O 1"'111"”'I""”1 the Pm[']_“ﬁ HE, . q
.-:-«I lective bargaining representatives. lep-l- Methodists .‘:.]l-'” 1 Ht.*t_ E_”--‘- T‘l’:':
cuffer to commit any person to USe the project or any part thereol 101 |

purpose of violation ol the 1law

. - ! hat T he I,"LI:'I-:':.-!"irH_-Ii '--.lll ]I"'"
Ti.;ta I'I-'t'r]-]:ll']_ql:”“} Ii|'|15._\:" ,,]‘IJ[ """G."'l.“""t l'T "."- ]'-il . L_1la ] = [

| | = ] . . ] :1.1- 'i! u ':-'iT".-
I.---'-J_J:nlx;'lt'r-ltn for any ]1-"1|11:-|'i"'_~'; debts, lawsults, and will del 'l_“] 1. _'I ~ t} &
from those who carl Lnsurance. The 1|=.-~;u::-;+—-l’| agreemeni also requlres 15

. - - - " . . JOIT KR = A |.--'!i:'_|11 il'l[lII |i||.'|-|i'i\-'i-|_
hospital to carry liability lnsurance, WOrKer: mp

]] 1_| [_T 1 -I" 'Il-'|_| | Il'1||| j]ll I||I |‘|!":I | I"f;i Ik '| | I:E-'|1 f"|-'|,'-\.l'-|'|'r |||;]|:| 1||“ .':l':"'_-llll | ] F—"':-E 1 T @l . o

L ' I = s : ; 3 . o 2 : 1 ) Y IEy |l. T i

'||.i:|||‘1 |.1.|:_|.]||l Ill:lllli:ll:-lil",.. ||| .:.]1] il‘ il1]]r 'II: 'r;l-rl]] L I |-':.-:. 1|.|| .|||'|:1|_|.| r q.‘l.l 1';"' -l |1I I!ll‘ |- 1I_"'
s i L . -~ e | e 3 | "i, 2B .

as an insured party and to pros ide copies of the policit

ST E OWS b yvapltal ) and make
'he proposed lease agreement Low! Ee hospil

improvements to the hospital

] o == !'I‘
A new provision has be , =18 , the proposed e agreement which
1Y = Y o I Ll r . " r & ™ i i
|_|..”|_l||-'| i|| |I!jl-d o "r: ; i__r||._| .-1‘_]]' I-'I-J|'|||.'-'r|ll 1.-\_.|||'- ]I e B :l[| . ‘1
- : T he k9 ot e LNne Y adlvidadlng
1Y aagrees and covenants thdl vl , ' ) :
] ay . e g : . - ' iccountant of
a1t 1issets by the currel liabilil ‘ & : c? l il 3
. \ | = A : : . lavis aavised|
'!,l-..l.lr'l-l !:ll:"‘] '| I!:'l e | B85 L = I L] L Ll ! . : _ : . ; some
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provisions of thi &l aense greement : are not required

such as collective Jaining. is. R » explained this

added due LO the 0s1tio aken by th 1ty approximately

when the hospital was directed e not o in collective bargaining.
Robinette S1 e to the urgency ' gettilng 4an 4g1hwﬂnwh1 1 1 place LO

allow financing fo1 the pose ! onstructing an oncology center as

]|+-'.-|1 Nngs are JInow |J|H.]*"."1'|~.'-.]":' :{| F Kfort i~!|i|']__| ma'y ‘I';'f||-|"-' 11N ]Iri.’:[*:r'l.'j-l_'. ].Il—'.!i‘"_|

limited in future construction. is. Robinette asked for the opportunity

O do ave oint by polint, the terms of the lease. City Attorney Davis

reported I ] 5 legal pPro Ms with the propo: ied lease howevel

thought ' necessary to conside further thi proposed lease cerm and

|".;'-|]|"t'l |-. = ]'-'lfl"_fdi“i“!..l'

Pikeville National Bank CEO, Burlin Coleman, indicated the necessity of a
15 yvear lease period. Mr. Davis suggested that y provision be inserted
which would revert the lease to a year-to-year term once the bonds are
retired. Commissioner Blankenship made the motion to approve a 15 year
term. Commissioner Clark seconded the motion. Upon call of the roll, the
motion carried 4 0 ] (Mavor May abstained from the vote).

With regard to the eaASe term, Citv Attornev Davis advised that

With regard to reverting to a year-to-year lease once the bonds are
paid, which would allow the City the option of paving off the bonds, Mr.
Davis asked the Commission to decide whether they wanted this provision
2dded to the lease. Mr. Davis advised that should the City pay off the
bonds early that the City would have to reimburse the hospital for
advanced rentals paid (in the form of bond payments). Ms. Robinette
further asked that the City also assume all debts for improvements made to
the hospital. Mayor May suggested the insertion of a clause which states
that neithei party could pay off the bonds without the other party's
congsent. Commissioner Mounts made the motion to approve the insertion ol
a clause giving the City o3 the Hospital the right to pay the debt off
early, refund to the hospital the unused portion of rental monies, and
then revert to a year—-to-yeal lease. Ms. Robinette asked that the
Commission incorporate into the 1language thal if the City opts fo
terminate the lease, that ti City would be responsible for any hospital
debts. City Attorney Davis advised the addition Ms. Robinette had
requested was too broad. : def 1ned the debts as improvements made to
the hospital. Mr. Davis pointed out that undel the existing lease
agreement, any improvements made to the hospital are the property yf the
City. The motion died from lack of a second.

1
b
I

Steve Combs asked Bond Counsel, Parkei Edes, why the lender didn'f

LW |
=

alect to draw up an overriding subordinatlion agreement lr. Edes reported
this option wasn dliscussed. Mr. Combs 1u~[u1rn1 out that the lender could
have an overriding subordination which would give the lendel the rights 1t
wanted. Ms. Robinette reported she had met with Pikeville National Bank
official, Burlin Coleman and attorney Bill Hickman, who gave the hospital
the right to negotiate the lease howevel | 1 Jas to be understood that
should the bank take the property L14 y defaul none of the restrictions
would JOVerrl the bank in their abil i v > LIIe i :2::: tal 1n the future.
There 18 a provision 1n the proposed lease gives the City the right

CO Cure r||r- .L-[qﬂ?i
Ms. Robinette request Commlisslon approve . 15 year term
hospital meetinc he covenants contained in the proposed
Commlsslionel Blankenship made the motio 0 accept Ms.
he :

With L EYd ! )y Lile v 1o 11 Collective argalllll Commlsslionel
Mounts made | otlion, : : by Commlssil o yavis o delete the
clause from the pASeE whicl wo Lo I||'1|!iil|1 the ||-|:.l|"ir 1 from engagil ] L1
collective bargailn with hospital employees. 'he Commission heard

omments from Dbotl Hospital CEO, Jim Norris, Dr. Harry AltCman. M
| explained he was nelthel LN AVOl opposed to unions howevel
In the ’-1";1': ‘g bhesl Interest ='9 { ) ] aucse in the lease
nt whic revented collq lve bargaill . ! r for the community
' Altman spoke that he
strike from happen i]ﬁ'j
= Fhe motion Fal | &l
Blankenship
rom the votle.

emodeling and
would allow

1 " N 1 it
| reveliues,
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igreement

annual lHi!]'_Jt | dpprov v (] t-\-.t-
that with the addition of this
T'!"'11 I.ll"l Wl | ] III:I-'-'J'-I ._—H;.a l;.||q:

M e -

e Robinette idvised the
.|||'|:.1.||_ |

. : : % ¥ - ~ . § . I 3 33 I.|:|-" =2 IFsR i =‘.
Commliss) I = . ral {51 | i 2o a L el W1ltTh Bul -l L1} L Eilidll 1110

i ' ¥ i " R ]
N " . X H . " [ o ey ) b = 1 )
Steve Be - Pikev] -. - ank ssion agre

leaving

Py O© he annual budget and annual

audit will be furnished ) C1t upon request. The exlisting lease
nrovided ipproval ol : yw the Commissiol that the audil
would be forwarded 1 City. n addition, } rision has been '
that any reports given Ut h ity will be treated as confidential 1
which would place | £ hospital outside the open records law.

Commission agreed to add Sec L 9.6 as summarized by counsel

G B,

L7 11: |: 3] 1Y ;-},.{'1._ i_:_.' | 3 i = £ L. | ]_|.. =T :'-11 .Eg_r-.J' ] EASE W :| 1'}'5 | |"'-|_;|.1| .--E
. I:I.,'_Ejl' ﬂ L‘[ L

that document ere is a provision that says that the
Methodists will charge on behalf of the City such rates for services and
:|[-

facilities the hospital project ags specified in the annual budge
adopted by the City and shall
to interim i.'ff'r"-.--i!: -
City, subjec also to appropriate provisions |1 indigent patients. The
‘11_=Tf1—.nii-".' will furthen observe and comply the requirement of the
annual budget sul 1ject to vari ations therefirom a: o be ~-1*t-a'i fled .1;!;]. Ol
approved by the City. Davis advised Was up to him whether this

hecaome ."-II-"]L_.li*' of the Methodists .'.-'-H}'lj'""t

ione in such rates as may from time to time be by the
]

provision was added t he proposed least inferred this clause to be a

method of control. - Robinette said 1 Wds > NOSP1L s positlon

that they would assure proper operation of the hos ' ‘thin the ratios

t'.l- el _-':E:_ 5:-'_:'|,.|| | |'|..=1 i1l | q_'r_'.l'!l_rtllj il CLO : ag T --1|.."| i:'-]':'-‘."i: }'-‘:

Medicare Blue C shield, etc. Steve Combs expressed his Vview

i

""I-_ll""‘-l upon by Pikeville Nal 1al Bank. [ 1 1S | concer! hat rates may

the provisions 1 | ,  @existing lease provides he City h a slight

such control which is necessary due to the propert: ._1r'||'1
':L'-“Illllli sgion to not make a hasty decls )T - i ) beisd ok 1:-”;
Ms. Robinette suggested 1dd1ng provision o the Pproposeu

least acareement Lving th |1 the autho: L Ev amended

For th " hospita 1 shoul » management fail to 1= ' e hospital
l.l,l'l-|rl1 sati10s 1acussel Wda adding i T ool [|:_}||!l' highel

that dccepted / he } sreby the City would iotified that
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rhe minutes of the Septembel )93 regular meeting were 1ncluded
'n each Commission Member's agenda package. There being no additions o1
corrections, Commissilionel Blankenship made the motion, seconded by
Commissioner Mounts to approve the minutes as submitted. Upon call of the|

roll, the motion Ci ied unanimously.

Bond Counsel Attorney, Parker Edes, presented and gave second reading
an Ordinance which would authorize the 1ssuance of Industrial Revenue
the Methodist Hospital of Kentucky, Inc. The Ordinance

read

AN ORDINANCE OF THE CITY OF PIKEVILLE, KENTUCKY, AUTHORIZING
THE TISSUANCE OF ITS REVENUE BONDS (PIKEVILLE UNITED METHODIST
HOSPITAL OF KENTUCKY, INC. PROJECT) IN THE MAXIMUM AGGREGATE
PRINCIPAL AMOUNT OF $4,669,000, TO DEFRAY THE COST OF ACQUIRING,
CONSTRUCTING AND EQUTPPING A HOSPITAL PROJECT; AUTHORTIZING THE EXECUTION
AND DELIVERY ON BEHALF OF THE CITY
OF [1] A BOND PURCHASE AGREEMENT PROVIDING FOR THE SALE OF SUCH BONDS ON A
NEGCOTIATED BASTIS, [2] A TRUST INDENTURE SECURING THE BONDS, [3] A LEASE OF |
aUICH PROJECT BETWEEN THE CITY, AS LESSOR, AND SUCH CORPORATION, AS LESSEE,
PROVIDING FOR RENTAI:. PAYMENTS SUFFICIENT TO PAY THE PRINCIPAL OF, PREMIUM, |
TF ANY, AND INTEREST ON THE BONDS AS THE SAME BECOME
DUE AND [4] A MORTGAGE AND SECURITY AGREEMENT SECURING THE BONDS; AND
TAKING OTHER RELATED ACTION

Commissioner Blankenshig made thi motion to adopt the dinance as
presented. Commissioner Mounts quest ioned the language included in the|
Ordinance which stated that the Mayol could, at his sole discretion, |
change terms 1n the lease agreement. ol Attorney Davis advised thal
most Ordinances have this type language inserted and advised the|
Commission that I changes are envislioned with regard to this lease
agreement. After further discuss] . it was decided to recess the meeting

to allow the at ‘-II'iIE'*_":-"' Lo prepare e lease as discuss dul i”'-__l '."-l'nfll'lk-’l]
Meeting and present the amended agreement at : t meeting for a
decision.

Commissioner Clark made the motion, seconded D} Commissioner Mounts
to recess the meel iI!l_';[ untal 6+ 30 p.m. oOn Dctobel ..-fE'~I 199 4, '.I'.r'|| ~all

the roll, the motion carried unani
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