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  Exhibit B/1 

 

NORTH CAROLINA DEPARTMENT OF HEALTH AND HUMAN SERVICES 

 

The North Carolina Medical Care Commission 

809 Ruggles Drive 

Raleigh, North Carolina 

 

MINUTES 

 

CALLED MEETING OF THE EXECUTIVE COMMITTEE  

CONFERENCE TELEPHONE MEETING ORIGINATING FROM THE 

COMMISSION’S OFFICE 

JUNE 17, 2015 

 

 

 

Members of the Executive Committee Present: 
John A. Fagg, MD, Chairman 

Joseph D. Crocker, Vice-Chairman 

George H.V. Cecil 

Charles T. Frock 

Charles H. Hauser 

Mary L. Piepenbring 

 

Members of the Executive Committee Absent: 
Albert F. Lockamy, RPh 

 

 

Members of Staff Present: 
Drexdal R. Pratt, DHSR Director/MCC Secretary 

Christopher B. Taylor, CPA, Assistant Secretary 

Crystal Watson-Abbott, Auditor, MCC 

Alice S. Creech, Executive Assistant, MCC 

 

Others Present: 
Alice Adams, Robinson Bradshaw & Hinson, PA 

Jack Best, Wayne Memorial Board Member 

Rebecca Craig, CFO, Wayne Memorial 

Julia Hanover, CFO, Presbyterian Homes 

Mike Kelly, Ziegler 

Tad Melton, Ziegler 

Jim Parker, Chair, Wayne Memorial Hospital Board 

William Paugh, CEO, Wayne Memorial Hospital 

David Rainey, CFO, The Pines at Davidson, Inc. 

Allen Robertson, Robinson Bradshaw & Hinson, PA 

Skip Smith, Iredell Memorial Hospital 

Tim Webster, Presbyterian Homes 
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1. Purpose of Meeting 
 

To authorize (i) the conversion of the 2007 Bonds issued for the benefit of Iredell Memorial 

Hospital, Incorporated to a new “Index Interest Rate”, (ii) the execution and delivery of a 

Third Supplemental Trust Agreement in connection with such resolutions, and (iii) to 

consider preliminary approval to a refunding for The Pines at Davidson, Presbyterian Homes 

and Wayne Memorial. 

 

2. Resolution of the North Carolina Medical Care Commission Approving and 

Authorizing Conversion of the North Carolina Medical Care Commission Variable 

Rate Demand Hospital Revenue Bonds (Iredell Memorial Hospital), Series 2007 (the 

“Bonds”) to a New “Index Interest Rate” and Execution and Delivery of a Third 

Supplemental Trust Agreement Relating to the Bonds. 

  

 Statements were given by:  Allen Robertson and Skip Smith. 

 

 Executive Committee Action:  Motion was made by Mr. Frock, seconded by Ms. 

Piepenbring and unanimously approved with Mr. Cecil, Dr. Fagg and Mr. Hauser 

abstaining from the vote. 

 

 WHEREAS, the North Carolina Medical Care Commission (the “Commission”), a 

commission of the Department of Health and Human Services of the State of North Carolina, has 

issued $39,465,000 aggregate principal amount of its Variable Rate Demand Hospital Revenue 

Bonds (Iredell Memorial Hospital), Series 2007 (the “Bonds”), of which $29,215,000 aggregate 

principal amount is outstanding, pursuant to the terms of a Trust Agreement dated as of March 1, 

2007 (the “Original Trust Agreement”) between the Commission and First-Citizens Bank & Trust 

Company, succeeded by U.S. Bank National Association; and 

 

 WHEREAS, on June 30, 2011 (the “Initial Conversion Date”) the Commission and Wells 

Fargo Bank, National Association, as successor bond trustee (the “Bond Trustee”), entered into an 

Amended and Restated Trust Agreement dated as of June 30, 2011 (as supplemented and amended 

by the First Supplement and the Second Supplement described herein, the “Trust Agreement”), as 

amended by the First Supplemental Trust Agreement dated as of June 28, 2013 (the “First 

Supplement”) and a Second Supplemental Trust Agreement dated as of June 27, 2014 (the “Second 

Supplement”) each between the Commission and the Bond Trustee, for the purpose of amending 

and restating the Original Trust Agreement to add an “Index Interest Rate” mode and convert to 

that mode; and 

 

 WHEREAS, the Commission has loaned the proceeds from the sale of the Bonds to Iredell 

Memorial Hospital, Incorporated (the “Corporation”) pursuant to an Amended and Restated Loan 

Agreement, dated as of June 30, 2011 (the “Loan Agreement”), between the Commission and the 

Corporation; and 

 

 WHEREAS, the Bonds were purchased on the Initial Conversion Date, and held until June 

27, 2014, by Wells Fargo Bank, National Association; and 
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WHEREAS, on June 27, 2014 the Bonds were transferred by Wells Fargo Bank, National 

Association to its subsidiary, Wells Fargo Municipal Capital Strategies, LLC; and 

WHEREAS, from the Initial Conversion Date to June 28, 2013, the Bonds bore interest at 

an Index Interest Rate (as defined in the Trust Agreement) equal to 70% (the “Applicable Factor” 

as defined in the Trust Agreement”) of one-month LIBOR plus 0.80% per annum (the “Applicable 

Spread” as defined in the Trust Agreement); and 

WHEREAS, the First Supplement reduced the Applicable Spread to 0.65% and extended 

the Initial Index Interest Rate Purchase Date (as defined in the Trust Agreement) from June 30, 

2013 to June 30, 2014;  and 

WHEREAS, the Second Supplement increased the Applicable Spread to 0.75% and 

extended the Initial Index Interest Rate Purchase Date from June 30, 2014 to June 30, 2015; and 

WHEREAS, the Bonds are subject to mandatory tender on the Initial Index Interest Rate 

Purchase Date, currently specified to be June 30, 2015; and 

WHEREAS, the Corporation has delivered a Conversion Direction to elect that the Bonds 

bear interest at a new Index Interest Rate (the “Conversion”) beginning on June 30, 2015 (the 

“Conversion Date”); and 

WHEREAS, on the Conversion Date, the Bonds will be purchased by Branch Banking and 

Trust Company (the “Bank Holder”); and 

 WHEREAS, the Bank Holder has agreed to hold the Bonds for three years at an Index 

Interest Rate of 68% of one-month LIBOR plus 0.79% per annum; and 

  

 WHEREAS, the Corporation and the Bank Holder have agreed to make certain changes to 

the Trust Agreement simultaneously with the Conversion on the Conversion Date (collectively, 

the “Modifications”); 

  

 WHEREAS, the Modifications and the Conversion will be treated as a “reissuance” (i.e., a 

deemed current refunding) of the Bonds for federal income tax purposes; and 

  

 WHEREAS, Sections 1102 and 1107 of the Trust Agreement permit the Commission and 

the Bond Trustee, with the consent of the Bank Holders as the Holder (as defined in the Trust 

Agreement) of 100% of the Bonds, to enter into agreements supplemental to the Trust Agreement 

to make any change to the Trust Agreement; and 

 

 WHEREAS, by a resolution adopted on May 15, 2015, the Commission preliminarily 

approved the Conversion and the Modifications, subject to compliance by the Corporation with 

the conditions set forth in such resolution, and the Corporation has complied with such conditions 

to the satisfaction of the Commission; and 
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 WHEREAS, there has been presented at this meeting a draft copy of a Third Supplemental 

Trust Agreement, to be dated the date of delivery thereof (the “Third Supplement”) between the 

Commission and the Bond Trustee, that would amend the Trust Agreement to make the 

Modifications; and  

 

 WHEREAS, the Corporation has requested that the Commission approve the Third 

Supplement and authorize its execution and delivery; 

 

 NOW, THEREFORE, THE NORTH CAROLINA MEDICAL CARE COMMISSION 

DOES HEREBY RESOLVE, as follows: 

 

 Section 1.   Pursuant to the authority granted to it by the Act, the Commission hereby 

authorizes and approves the Conversion.   

 

 Section 2. The form, terms and provisions of the Third Supplement are hereby 

approved in all respects, and the Chairman, Vice Chairman, Secretary or Assistant Secretary of the 

Commission (or any member of the Commission designated by the Chairman) are hereby 

authorized and directed to execute and deliver the Third Supplement in substantially the form 

presented at this meeting, together with such changes, modifications and deletions as they, with 

the advice of bond counsel, may deem necessary and appropriate, and such execution and delivery 

shall be conclusive evidence of the approval and authorization thereof by the Commission. 

 

 As set forth in the Trust Agreement, the Bonds mature on October 1, 2037 and are subject 

to the Sinking Fund Requirements set forth in Schedule 1 hereto. 

 

 Section 3. The Chairman, Vice Chairman, Secretary or Assistant Secretary of the 

Commission (or any member of the Commission designated by the Chairman) or any duly 

authorized Commission Representative under the Trust Agreement are authorized and directed to 

execute and deliver a replacement Bond reflecting the terms of the Third Supplement to the Bank 

Holder and to take such other action and to execute and deliver any such other documents, 

certificates, undertakings, agreements or other instruments as they, with the advice of bond 

counsel, may deem necessary or appropriate to effect the changes made in the Third Supplement. 

 

 Section 4.   This Resolution shall take effect immediately upon its passage. 
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Schedule 1 

 

Required Redemption of the Bonds 

 

 

October 1, 

 

Amount October 1, Amount 

2008 $1,435,000 2023 $1,100,000 

2009 1,485,000 2024 1,140,000 

2010 1,545,000 2025 1,185,000 

2011 1,605,000 2026 1,230,000 

2012 1,665,000 2027 1,280,000 

2013 1,730,000 2028 1,325,000 

2014 785,000 2029 1,380,000 

2015 815,000 2030 1,430,000 

2016 845,000 2031 1,485,000 

2017 880,000 2032 1,545,000 

2018 910,000 2033 1,605,000 

2019 945,000 2034 1,665,000 

2020 980,000 2035 1,730,000 

2021 1,020,000 2036 1,795,000 

2022 1,060,000   2037* 1,865,000 

_____________ 

* Final Maturity  

 

 

Professional Fees Comparison for 

Iredell Memorial Series 2007 Bonds (2015 Reissuance) 

 

 

 

 

 

 

 

 

 

 

 

 

Professional 

 

Fees Estimated In 

Preliminary Approval 

Resolution 

 

 

 

Actual Fees 

 

Bank counsel $30,000   $30,000 

Bond counsel        20,000  20,000 

                        Corporation counsel 30,000 25,000 
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3. The Presbyterian Homes, Inc. - Jamestown      Christopher B. Taylor  

 

Statements were given by:  Julia Hanover, Tad Melton and Tim Webster. 

 

Executive Committee Action:  Motion was made by Mary Piepenbring, seconded by Mr. Hauser 

and unanimously approved with Mr. Cecil and Dr. Fagg abstaining from the vote. 

 

Resolution:  The Commission grants preliminary approval to a project for The Presbyterian 

Homes, Inc. to provide funds, to be used together with other available funds, to refund $7,145,000 

of the $17,555,000 North Carolina Medical Care Commission Health Care Facilities First Mortgage 

Revenue Refunding Bonds (The Presbyterian Home Obligated Group) Series 2005A maturing in 

the years 2015-2021 and $11,517,000 of the North Carolina Medical Care Commission 

$14,375,000 Health Care Facilities First Mortgage Revenue Refunding Bonds (The Presbyterian 

Homes Obligated Group) Series 2010.  The 2015 Bonds will be purchased by Branch Banking and 

Trust Company and held as Bank Bought Bonds.  The refunding of the Fixed Rate Series 2005A 

Bonds is expected to result in the lowering of the average coupon rate from 5.21% on the Series 

2005A Bonds to 2.89% on the Series 2015 Bonds.  The refunding of the Series 2010 Bonds, which 

are currently held by First Tennessee Bank and carry an average variable interest rate of 2.54% that 

will replace the Series 2010 Bonds with Series 2015 Bonds to be held by BB&T with a fixed interest 

rate of 2.89% for 16 years, which locks the rate in to maturity.  The refunding of the Series 2005A 

Bonds are expected to produce a net present value savings of $354,355 for a savings of 5.8%.  The 

refunding of the Series 2010 Bonds is being done to remove variable interest rate risks and to lock 

in a fixed interest rate to maturity.  The refunding of the Series 2010 Bonds is expected to produce 

a negative present value savings of $96,571 in a negative .50% savings.  The project is in 

accordance with an application received as follows: 

 

ESTIMATED SOURCES OF FUNDS   

 

Principal amount of Bank Qualified Bonds to be issued  $14,840,000 

Debt Service Reserve Fund (Prior Bonds) 1,364,276 

Renewal & Replacement Fund (Prior Bonds) 1,397,477 

Total Sources $17,601,753 

 

ESTIMATED USES OF FUNDS 

 

Amount to refund Series 2005A and 2010 Bonds $17,345,000 

Placement fee 20,000 

Accountants fee 5,000 

Corporation counsel 20,000 

Bond Counsel 50,000 

Bank counsel 40,000 

Trustee fee 2,500 

Local Government Commission fee 8,750 

Bank commitment fee 37,100 

Appraisal 25,000 

Title policy 25,000 

Phase 1 environmental 15,000 

Miscellaneous                                                                                                      8,403 

Total Uses $17,601,753 
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Tentative approval is given with the understanding that the governing board of The Presbyterian 

Homes, Inc. accepts the following conditions: 

   

1. The project will continue to be developed pursuant to the applicable Medical Care 

Commission guidelines. 

 

2. Any required certificate of need must be in effect at the time of the issuance of the bonds or 

notes. 

 

3. Financial feasibility must be determined prior to the issuance of bonds. 

 

4. The project must, in all respects, meet requirements of §G.S. 131A (Health Care Facilities 

Finance Act). 

 

5. The Executive Committee of the Commission is delegated the authority to approve 

the issuance of bonds for this project and may approve the issuance of such greater 

principal amount of the loan as shall be necessary to finance the project; provided, 

however, that the amount set forth above shall not be increased by more than ten 

percent (10%). 

 

6. The bonds or notes shall be sold in such a manner and upon such terms and conditions as 

will, in the sole judgment of the Executive Committee of the Commission, result in the lowest 

cost to the facility and its patients. 

 

7. If public approval of the bonds is required for the purpose of Section 147(f) of the Internal 

Revenue Code of 1986, as amended (“Section 147(f)”), this tentative approval shall 

constitute the recommendation of the Commission that the Governor of the State of North 

Carolina (the “Governor”) approve the issuance of such bonds, subject to the satisfaction of 

the requirements of Section 147(f) concerning the holding of a public hearing prior to the 

submission of such recommendation to the Governor. 

 

8. The borrower will comply with the Commission’s Resolution:  Community Benefits/Charity 

Care Agreement and Program Description for CCRC’s as adopted on November 9, 2007. 

 

9. The borrower will furnish, prior to the sale of or reissuance of the bonds or notes or execution 

of the leases, evidence that it is in compliance with the covenants of all of its outstanding 

Medical Care Commission debt.   

 

10. Based on information furnished by applicant, the project is: 

 

Based on information furnished by applicant, the project is - 

 

1.  

 

Financially feasible 

 

√ 

 

Yes 

   

No 

   

N/A 

          

2. Construction and related  

costs are reasonable 

 

 

 

Yes 

   

No 

 √  

N/A 

  

 

Notes:  
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(1) Information from 2014 Audit 

 

 Increase in Unrestricted Net Assets from Operations   $3,743,150 

 Increase in Unrestricted Net Assets   $9,120,191 

 Change in Net Assets   $9,637,125 

 Net Cash Provided by Operating Activities  $14,679,976 

 Net Decrease in Cash and Cash Equivalents    ($4,772,708) 

 (Due primarily to purchase of property, equipment and investments) 

 

(2) Rating – Neither the corporate entity or the bonds are or will be rated as a result of this 

proposed transaction. 

 

(3) Community Benefits – per GS 105 for 100% property tax exemption 7% 

 

(4) Long Term Debt Coverage 

 

Actual        FYE  2014  2.48 

Forecasted FYE 2015   1.91 

Forecasted FYE 2016   2.22 

Forecasted FYE 2017   1.98 

 

(5) Transaction Participants: 

 

Placement Agent – Ziegler 

Bond Counsel – Parker Poe Adams & Bernstein, LLP 

Bank Counsel – Moore & Van Allen 

Corporation Counsel – Wyatt Early Harris Wheeler, LLP 

Trustee – US Bank 

 

(6) Attachments: 

 

(a) Rate Schedule 

(b)  Resident and Board Diversity  

(c) Update on Compliance 
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           4. The Pines at Davidson, Inc., Davidson, NC -       Christopher B. Taylor 

 

Statements were given by:  Mike Kelly and David Rainey. 

 

Executive Committee Action:  Motion was made by Ms. Piepenbring, seconded by Mr. Frock and 

unanimously approved with Mr. Cecil abstaining from the vote. 

 

Resolution:  The Commission grants preliminary approval to a project for The Pines at Davidson, 

Inc. to provide funds to be used together with other available funds, to refund the $26,180,000 

Series 2006A North Carolina Medical Care Commission Health Care Facilities First Mortgage 

Revenue Bonds (The Pines at Davidson) outstanding in the amount of $19,125,000.  The 2015 

Bonds will be purchased by SunTrust Bank and held as Bank Bought Bonds for 15 years (the 

maturity date of the refunded 2006A Bonds) and will bear a fixed interest rate of 2.87%.  The 

refunding is expected to generate approximately $1.92 million in net present value savings 

(15.19%).  The Pines is making an equity contribution to the refunding in the amount of $6.6 million 

(entrance fees).  The project is in accordance with an application received as follows: 

 

ESTIMATED SOURCES OF FUNDS 

 

Principal amount of bonds to be issued $11,125,000 

2006A Debt Service Reserve Fund and Principal & Interest Accounts 1,975,552 

Equity Contribution                                                                                              6,664,125 

Total  Sources $19,764,677 

 

ESTIMATED USES OF FUNDS 

 

Amount to refund Series 2006A Bonds $19,593,091 

Placement fee 25,000 

Accountant’s fee 6,000 

 Corporation counsel 22,000 

 Bond counsel 45,000 

 Bank counsel 22,000 

 Trustee fee 2,500 

 Local Government Commission fee 8,750 

Title policy 15,000 

Bank commitment fee 16,688 

Miscellaneous                                                                                                   8,648 

Total Uses $19,764,677 

 

Tentative approval is given with the understanding that the governing board of The Pines at 

Davidson, Inc. accepts the following conditions: 

 

1. The project will continue to be developed pursuant to the applicable Medical Care 

Commission guidelines. 

 

2. Any required certificate of need must be in effect at the time of the issuance of the bonds or 

notes. 
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3. Financial feasibility must be determined prior to the issuance of bonds. 

 

4. The project must, in all respects, meet requirements of §G.S. 131A (Health Care Facilities 

Finance Act). 

 

5. The Executive Committee of the Commission is delegated the authority to approve 

the issuance of bonds for this project and may approve the issuance of such greater 

principal amount of the loan as shall be necessary to finance the project; provided, 

however, that the amount set forth above shall not be increased by more than ten 

percent (10%). 

 

6. The bonds or notes shall be sold in such a manner and upon such terms and conditions as 

will, in the sole judgment of the Executive Committee of the Commission, result in the lowest 

cost to the facility and its patients. 

 

7. If public approval of the bonds is required for the purpose of Section 147(f) of the Internal 

Revenue Code of 1986, as amended (“Section 147(f)”), this tentative approval shall 

constitute the recommendation of the Commission that the Governor of the State of North 

Carolina (the “Governor”) approve the issuance of such bonds, subject to the satisfaction of 

the requirements of Section 147(f) concerning the holding of a public hearing prior to the 

submission of such recommendation to the Governor. 

 

8. The borrower will comply with the Commission’s Resolution:  Community Benefits/Charity 

Care Agreement and Program Description for CCRC’s as adopted on November 9, 2007. 

 

9. The borrower will furnish, prior to the sale of or reissuance of the bonds or notes or execution 

of the leases, evidence that it is in compliance with the covenants of all of its outstanding 

Medical Care Commission debt.   

 

10. Based on information furnished by applicant, the project is: 

 

Based on information furnished by applicant, the project is - 

 

1.  

 

Financially feasible 

 

√ 

 

Yes 

   

No 

   

N/A 

          

2. Construction and related  

costs are reasonable 

 

 

 

Yes 

   

No 

 √  

N/A 

  

 

 

 

 

 

 

Notes: 
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1) Information from 2014Audited Financial Statements    

  

Increase in Unrestricted Net Assets from Operations      $752,603 

  

Change in Unrestricted Net Assets     $4,118,077 

 

Change in Net Assets        $1,788,821 

 

Net Cash Provided by Operating Activities       $814,540 

 

Increase in Cash and Cash Equivalents       $764,979 

 

2) The Pines at Davidson is rated A- by Fitch Ratings. 

 

3) Community Benefit Percentage under GS 105 for 100%  

Property Tax Exemption = 8.62% 

 

4) Long Term Debt Service Coverage Ratios 

Actual FYE 2014 3.80  

Forecasted 2015 2.55  

Forecasted 2016 2.03  

Forecaster 2017 2.03  

   

5) Transaction Participants   

Placement agent   Ziegler 

Bond counsel   Robinson Bradshaw & Hinson, PA 

Corporation counsel  McGuire Woods, LLP 

Bank counsel   Moore & Van Allen 

Bank purchaser of bonds SunTrust 

Trustee    US Bank 

 

6)  Attachments 

(a) Description of fees – (attached as Exhibit J) 

(b) Resident & board diversity – (attached as Exhibit A) 

(c) Update on compliance 
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             5. Wayne Memorial Hospital, Inc., Goldsboro -           Christopher B. Taylor  

 

Statements were given by:  Rebecca Craig, Jim Parker and William Paugh. 

 

Executive Committee Action:  Motion was made by Mr. Cecil, seconded by Ms. 

Piepenbring and unanimously approved with Dr. Fagg abstaining from the vote. 

 

Resolution:  The Commission grants preliminary approval to a project for Wayne 

Memorial Hospital, Inc. to provide funds, to be used together with other available funds, 

to refund the $23,290,000 North Carolina Medical Care Commission Hospital Revenue 

Bonds (Wayne Memorial Hospital) Series 2012 outstanding in the amount of $17,455,000.  

The Series 2015 Bonds will be purchased by Branch Banking and Trust Company and 

carry a fixed interest rate to 2021 (which is the maturity date of the 2012 Bonds being 

refunded).  The 2012 Bonds being refunded carry an interest rate of 2.49% and are held by 

PNC Bank, National Association.  The refunding is expected to generate $300,000 over 

the six year amortization period to 2021 (Note 7).  The project is in accordance with an 

application received as follows: 

 

 

ESTIMATED SOURCES OF FUNDS 

 

 Principal Amount of Bonds to be issued    $17,455,000 

 Corporation equity contribution            159,955 

 Total Sources        $17,614,955 

 

ESTIMATED USES OF FUNDS 

 

 Refund Series 2012 Bonds      $17,455,000 

 Placement fee                 17,455 

 Corporation counsel                50,000 

 Bond counsel                 50,000 

 Bank counsel                 30,000 

 Trustee fees                   2,500 

 Local Government Commission fee                8,750 

 Miscellaneous                   1,250 

 Total Uses                   $17,614,955 
 

Tentative approval is given with the understanding that the governing board of Wayne 

Memorial Hospital, Inc. accepts the following conditions: 

 

1. The project will continue to be developed pursuant to the applicable Medical Care 

Commission guidelines. 

 

2. Any required certificate of need must be in effect at the time of the 

issuance/conversion of the bonds or notes. 
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3. Financial feasibility must be determined prior to the issuance/conversion of bonds. 

 

4. The project must, in all respects, meet requirements of §G.S. 131A (Health Care 

Facilities Finance Act).  

 

5. The Executive Committee of the Commission is delegated the authority to approve 

the issuance/conversion of bonds of this project and may approve the issuance of 

such greater principal amount of the loan as shall be necessary to finance the 

project; provided, however, that the amount set forth above shall not be increased 

by more than ten percent (10%). 

 

 6. The bonds or notes shall be sold/converted in such a manner and upon such 

 terms and conditions as will, in the sole judgment of the Executive Committee of 

 the Commission, result in the lowest cost to the facility and its patients. 

7. The borrower will provide the Commission annually a copy of the Advocacy 

 Needs Data Initiative (ANDI) form it files with the North Carolina Hospital 

 Association (NCHA) in accordance with a resolution passed by the Commission on 

 February 9, 2007 adopting the NCHA Community Benefits reporting format and 

 methodology for hospitals reporting to the Commission. 

   

 8. All health care facilities and services directly or indirectly owned or controlled by 

the health care organization, including physician practices, shall be available to 

Medicare and Medicaid patients with no limitations imposed as a result of the 

source of reimbursement. 

 

9. The borrower will furnish, prior to the sale of or reissuance of the bonds or notes 

or execution of the leases, evidence that it is in compliance with the covenants of 

all of its outstanding Medical Care Commission debt.   

 

10. If public approval of the bonds is required for the purpose of Section 147(f) of the 

Internal Revenue Code of 1986, as amended (“Section 147(f)”), this tentative 

approval shall constitute the recommendation of the Commission that the Governor 

of the State of North Carolina (the “Governor”) approve the issuance of such bonds, 

subject to the satisfaction of the requirements of Section 147(f) concerning the 

holding of a public hearing prior to the submission of such recommendation to the 

Governor. 

 

 

 

 

 

 

Based on information furnished by applicant, the project is: 

          



7034812v2 19326.00011 

 

Executive Committee Minutes 

June 17, 2015 

 

 27 

1.  Financially feasible √ Yes No N/A 

          

2. Construction and related  

costs are reasonable 

  

Yes 

   

No 

 √  

N/A 

 

Notes:   

 

1) Information from 2014 Audit  

Operating Income           $3,457,410 

Increase in unrestricted Net Assets        $6,839,548 

Increase in Net Assets         $6,919,436 

Net Cash Provided by Operating Activities    $21,776,252 

Net increase in cash and cash equivalents       $2,632,258 

 

2) Rating – Baa1 by Moody’s 

 

3) Community Benefits from NCHA ANDI Form for 2014 YE 

 

Total Community Benefits       $23,108,276 

Estimated costs of treating bad debt patients      $7,863,426 

          $30,971,122 

4) Long Term Debt Coverage Ratios  

 

Actual   2014 5.19 

Forecasted  2015 5.18 

   2016 5.21 

   2017 5.68 

 

5) Board Diversity     

Caucasian  10   Male  9  

Hispanic  ______  Female 2  

Asian   ______  Total  11  

African American   1    

Total   11  

 

6) Financing Participants 

 

Bank purchaser  Branch Banking and Trust Company 

Placement agent  Branch Banking & Trust Company 

Bond counsel   McGuire Woods, LLP 

Corporation counsel  Smith Moore, LLP 

Trustee   Branch Banking and Trust Company 

Bank counsel   Moore & Van Allen, PLLC 

 

7) Based on an interest rate of 1.66%. 
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8) Compliance 

 

9) Wayne’s response to compliance issues. 
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Compliance 
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Wayne Memorial Hospital 
The last report of compliance for Wayne Memorial Hospital (Wayne) to the Commission was fiscal year ending 

September 30, 2012.  Wayne currently has 2 outstanding bond series:  2009 and 2012. 

Since the FYE 2012 examination and as of June 2, 2015, Wayne had 4 documents not filed, 5 documents not filed 

until notified, and 5 documents filed late without notification for fiscal years ending September 2013, 2014 and year 

to date 2015. 

The following routine documents were not filed until notified 6/2/2015: 

1. Completed document compliance checklist for FYE 2013 (due 1/28/2014; received 6/2/2015) 

2. Completed document compliance checklist for FYE 2014 (due 1/28/2015; received 6/2/2015) 

3. Quarterly financial statements for the third quarter of FYE 2014 (due 8/14/14; received 6/2/2015) 

4. Quarterly financial statements for the first quarter of FYE 2015 (due 2/14/15; received 6/2/2015) 

The following routine documents were file after being notified at various times after the due dates: 

1. Operating and capital budgets for FYE 2014 (due 10/1/2013; received 11/20/2013) 

2. Quarterly financial statements for the second quarter of FYE 2013 (due 5/15/2013; received 6/4/2013) 

3. Quarterly financial statements for the third quarter of FYE 2013 (due 8/14/2013; received 8/26/2013) 

4. Quarterly financial statements for the fourth quarter of FYE 2013 (due 11/14/2013; received 11/20/2013) 

5. Forecast comparison to the audit for FYE 2013 (due 1/28/2014; received 7/9/2014) 

The following routine documents were filed late and without notification: 

1. Schedule K of tax form 990 for FYE 2013 (due 8/30/2014; received 11/12/2014) 

2. Officer’s certificate of compliance for FYE 2014 (due 1/28/2015; received 2/5/2015) 

3. Quarterly financial statements for the first quarter of FYE 2014 (due 2/14/2014; received 4/10/2014) 

4. Quarterly financial statements the second quarter of FYE 2015 (due 5/15/2015; received 5/28/2015) 

5. Forecast comparison to the audit for FYE 2014 (due 1/28/2015; received 4/6/2015) 

Documents that were filed late and after the 4/25/2014 discussion of compliance with the Director of Finance are 

underlined for easier reference. 

A “Checklist of Reporting Requirements” was included in the bond documents for both the Series 2009 and Series 

2012 bonds.  A close examination of the information set forth on the checklist completed by the Director of Finance 

for FYE 2013 compared to the documentation in our files did not confirm the Director of Finance’s affirmation of 

compliance with the requirements set forth on the checklist. 

Bond document filing requirements were discussed via phone with the Director of Finance during the FYE 2012 

compliance examination on Friday, 4/25/2014.  An email detailing the discussion was sent to the Director of Finance 

and the VP of Finance on Monday, 4/28/2014.  The Series 2012 “Checklist of Reporting Requirements” was emailed 

to both the Director of Finance and the VP of Finance 7/22/2014. 

The VP of Finance signed the bond documents for both outstanding bond series 2009 and 2012.  The VP of Finance 

signed an “Acknowledgement of Certain Bond Requirements” on 7/18/2014.  This document details the filing 

requirements, as well as which parties should receive the documents.  Documents are typically received from the 

Director of Finance. 

In conclusion, the failure of a borrowing entity to provide required information (operational and financial) as required 

and as scheduled under the agreements governing its tax-exempt debt renders the process of determining its ability to 

cover its debt and comply with IRS and SEC regulations and pronouncements more arduous and increases the likely 

hood that if an event (which the occurrence there of could jeopardize the tax-exempt status of the debt) occurs that it 

would go unnoticed and unresolved until such date as its effect would be irreversible. 

 

 

 

 

 

 

            6. Adjournment 
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 There being no further business, the meeting was adjourned at 3:10 p.m. 

 

 

      Respectfully submitted, 

 

 

      ____________________________________ 

      Christopher B. Taylor, C.P.A. 

      Assistant Secretary 
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