STATE OF NORTH CAROLINA
DEPARTMENT OF HEALTH AND HUMAN SERVICES

II.
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Iv.
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MEDICAL CARE COMMISSION QUARTERLY MEETING
DIVISION OF HEALTH SERVICE REGULATION
801 BIGGS DRIVE
RALEIGH, NORTH CAROLINA 27603

NOVEMBER 4, 2016
9:00 A.M.
AGENDA
Meeting Opens
Chairman’s Comments - Dr. John A. Fagg will comment on matters of importance to the

Commission, including the undertaking of a discussion of the Commission’s policies governing the
issuance of tax-exempt debt and compliance with the rules, regulations, and contractual obligations
created thereby. Question: Does anyone have any conflict of interest with any agenda item before the
Commission today?

Introduction of New Medical Care Commission Member Dr. John Fagg
e Kenly P. Lewis, D.D.S.

Resolutions of Appreciation for Dr. Kanof, Dr. McGill, and Mary Piepenbring Dr. John Fagg
(attached as Exhibits A-A/2)

Approval of Minutes from the August 12, 2016 Medical Care Commission Quarterly Meeting
Conference Call is requested (attached as Exhibit A/3).

Mr. Mark Payne, Director for Health Service Regulation - will report on matters of interest to the
Commission. Other items to report on are listed below (see Exhibits B-B/4):

1. Quarterly Report on Bond Program (attached as Exhibit B) Chris Taylor
2. The Executive Committee held telephone conference call meetings on the following dates:

August 19, 2016 - To consider (1) a resolution authorizing the sale and issuance of bonds, the proceeds
of which will be loaned to Mission Health System, Inc., Series 2016, (2) a resolution authorizing a
forward delivery for Mission Health, Series 2017, (3) a resolution approving the release and termination
of certain security instruments in connection with the sale of East Towne House and the partial
redemption of the outstanding North Carolina Medical Care Commission First Mortgage Revenue
Bonds (Community Facilities Project), Series 2007A, (4) a resolution for a waiver for Presbyterian
Homes at Charlotte, (5) the form of a waiver related to Presbyterian Homes at Charlotte qualified
intermediate term indebtedness, and (6) a resolution authorizing a preliminary refunding transaction for
Southminster, Inc. (attached as Exhibit B/1).

September 9, 2016 - To consider (1) a resolution authorizing certain amendments to the Trust
Agreement in connection with adjustments to the amortization requirements of the outstanding North
Carolina Medical Care Commission Retirement Facilities First Mortgage Revenue Bonds (United
Church Homes and Services), Series 2015B, (2) a resolution authorizing the sale of bonds, the proceeds
of which are to be loaned to The Presbyterian Homes, Inc. and Glenaire, Inc., and (3) a resolution
authorizing certain modifications of the existing Index Interest Rate Period for the North Carolina



VIIL.

VIII.

IX.

Medical Care Commission Variable Rate Demand Health Care Facilities Revenue Refunding Bonds
(Novant Health Obligated Group), Series 2008A (attached as Exhibit B/2).

September 21, 2016 — To consider a resolution authorizing the sale of bonds for Halifax Regional
Medical Center (attached as Exhibit B/3).

October 6, 2016 — To consider a resolution authorizing the sale of bonds for Southminster, and a
preliminary approval for a refunding transaction for Blue Ridge Healthcare System, Inc. (attached as

Exhibit B/4).

Presentations (no educational presentations)

Compliance Deficiencies Crystal Watson-Abbott & Kathy Larrison
(attached as Exhibit C)
Hospital Improvements without Tax Money Newspaper Advertisement Dr. John Fagg
(attached as Exhibit D)
New Bond Project Chris Tay;lor & Steven Lewis
A, Wayne Memorial Hospital, Goldsboro Christopher B, Taylor & Steven C. Lewis

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 fund the cost of the Surgical
Services Renovation Project, 48,823 square feet of new construction and the renovation of 48,720 square
feet, consisting of operating rooms, hybrid operating rooms, PACU, same day surgery, central sterile,
endoscopy, pre-admission/anesthesia testing, registration, surgical waiting and adjoining support space
areas (locker rooms, surgeon lounge, on call rooms, class rooms). The project also includes the
replacement of four air-handling units in the main tower penthouse due to age. The proposed Bond Issue
will also include the refinancing of the $35,720,000 North Carolina Medical Care Commission Variable
Rate Demand Hospital Revenue Refunding Bonds (Wayne Memorial Hospital) Series 2009 outstanding
in the amount of $32,015,000 all in accordance with a preliminary application, plans and specifications
and participation as follows: This refinancing will be structured as a Bank Bought Bond Issue.

ESTIMATED SOURCES OF FUNDS

Principal amount of bonds to be issued $77,145,000
Other Wayne Memorial Hospital Cash Contribution 228.895
Total Sources $77,373,895
ESTIMATED USES OF FUNDS
Construction contracts v : $30,447,500
Construction contingency (1.4% of construction contract) 425,000
Architect/engineer fees and reimbursables 2,291,000
Moveable equipment 10,500,000
Surveys, tests, insurance 151,500
Amount required to refund Series 2009 Bonds 32,015,000
Bond interest during construction 1,160,000
Accountants fees 35,000
Corporation counsel 45,000
Bond counsel 85,000
Trustee fees 3,000
DHSR Construction Project Review Fee (GS 131E-267) 50,000
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Local Government Commission fee 8,750

Financial Advisor 80,000
Bank Origination Fee 77.145
Total Uses $77,373,895

Tentative approval is given with the understanding that the governing board of Wayne Memorial
Hospital accepts the following conditions:

1.

10.

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

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

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

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

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%).

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.

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.

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.

The borrower will furnish, prior to the sale of or of the bonds or notes, evidence that it is

in compliance with the covenants of all of its outstanding Medical Care Commission
debt.

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:

1.

Financially feasible v Yes No N/A




2. Construction and related
costs are reasonable v No N/A

Notes:

Information from 2015 Audit for Wayne Health Corporation and affiliates:
Operating Income $10,311,351

Increase (Decrease) in Unrestricted Net Assets and Returned
Earnings (Due primarily to change in minimum pension liability) ($10,800,354)

Increase (Decrease) in Net Assets and Returned Earnings ($10,567,246)
Net cash provided by Operating Activities $34,131,976
Net Increase in Cash and Cash Equivalents $719,852
Cash and Cash Equivalents $5,871,154
Long Term Debt (Bonds Payable) $47,325,000

Information from 2015 ANDI Form

Community Benefits $23,916,893
Estimated Costs of Treating Bad Debt Patients 9,337,281
Total $33,254,174
Rating -

Moody’s Baal

Long Term Debt Service Ratios

Actual FYE 2015 7.15
Actual FYE 2016 6.55
Forecasted FYE 2017 4.38
Forecasted FYE 2018 4.30

Board Composition

Male 9 Caucasian 9
Female 3 African American 2
Total 12 Indian 1

Total 12
Payor Mix

Medicare 48 %
Medicaid 14 %
Private Pay 38 %
Total 100 %

Transaction Participants




Bank Purchaser of Bonds — To Be Determined
Bond Counsel — McGuire Woods, LLP
Hospital Counsel — Nelson Mullins

Trustee — Branch Banking & Trust Company

Compliance Update: Routine/Typical Document Filing as of September 16, 2016 — Wayne
Memorial Hospital, Inc. - Kathy Larrison

The last report of bond compliance to the Commission for Wayne Memorial Hospital (Wayne)
was Wayne’s fiscal year ended September 30, 2013, during the Commission’s meeting held in
July 2015. The last preliminary approval granted by the Executive Committee for Wayne
Memorial Hospital, Inc. was June 17, 2015 to refund the Series 2012 Medical Care Commission
bank bought bonds outstanding in the amount of $17,455,000 with bank bought bonds to be
purchased by Branch Banking and Trust Company. Branch Banking and Trust Company is also
the Master Trustee.

At the time of Wayne’s application to refund the Series 2012 bonds, Wayne had several
routine/typical documents not filed, as well as several routine/typical documents filed late after
being requested by the Commission’s auditor. As a result, and under advisement from
Commission staff, Wayne’s CFO created a “Debt Compliance Policy” with an effective date of
June 9, 2015; the hospital board approved the policy on June 9, 2015. The preliminary approval
on June 17, 2015 for Wayne to issue the Series 2015 bonds came after the Executive Committee
was provided a copy of (1) the “Debt Compliance Policy” and (2) the CFO’s meeting outline that
detailed the bond compliance topics discussed during the June 9, 2015 board meeting. Wayne’s
CEO, CFO, and 2 board members participated on the June 17, 2015 Executive Committee call.
(Minutes from the June 17, 2015 Called Meeting of the Executive Committee are attached).

Since the effective date of the “Debt Compliance Policy”, Wayne has had two (2) fiscal year
ends September 30, 2015, and June 30, 2016. (Due to UNC management, the fiscal year end was
changed from September to June, effective June 30, 2016). The number of routine/typical
documents not filed and the number of routine/typical documents filed late have declined;
Wayne has filed two (2) quarterly financial statements and statistics late to the Commission. It
should be noted that (1) most of the routine/typical annual documents for fiscal year ended June
30, 2016 are not due until October 28, 2016, and (2) the Director of Finance, delegated the task
of timely submitting documents to the Commission, resigned effective May 20, 2016.

After receiving the list of Findings from the 2014 fiscal year bond compliance examination via
email September 7, 2016, Wayne’s CFO requested a waiver from the Master Trustee for failure
to fully comply with Section 3.08 (b)(ii) of the Master Trust Indenture (MTI) for fiscal year
ended September 30, 2015 through August 31, 2016. Prior to cash transfers to a non-obligated
group member, and since Wayne would not be receiving property, cash, securities or services at
least equal to the fair market value of the cash transferred, the MTI requires the submission of an
Officer’s Certificate, accompanied by the calculation of the adjusted Debt Service Coverage
Ratio demonstrating that the ratio would not be reduced below 1.75 after the cash transfers.
Wayne’s ratio was greater than 1.75 with the cash transfers but Wayne’s CFO failed to issue the
Officer’s Certificate and to provide the ratio calculation prior to the cash transfers. On September
12, 2016, the Master Trustee issued the requested waiver for cash transfers made during fiscal
year 2015 through August 31, 2016. It should be noted that the Master Trustee issued a waiver
for the same violation May 23, 2014 for cash transfers made during fiscal years 2009 through
2014. ‘

An in depth bond compliance examination of fiscal year ended 2015 and 2016 will be completed

at a later date. At that time, other findings may be identified that are not routine and typical.
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Exhibit A

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 E

“‘ONFEREN_QE TELEPHONE MEETING ORIGINAT ING FROM THE
COMMISSION’S OFFICE
: JUNE 17, 2015

Members of the Executive Committee Pregent:
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: y :

Drexdal R, Pratt, DHSR Dlrector/MCC Secretary
Christopher B, Taylor, CPA, Assistant Secretary
Crystal Watson-Abbott, Auditor, MCC °

Alice 8. 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, CFQ, Presbyterian Homes

Mike Kelly, Ziegler-

Tad Melton, Ziegler

Jim Parker, Chair, Wayne Memorial Hospﬂ:al Board
William Paugh, CBO Wayne Memorial Hospital
David Rainey, CFQ, The Pines at Davidson, Inc.
Allen Robertson, Robinson Bradshaw & Hinson, PA.
Skip Smith, Iredell Memorial Hospital |

Tim Webster, Presbyterian Homes



Exccutive Committee Minutes
June 17, 2015

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™, (if) the execution and delivery of a
Third Supplemental Trust Agreement in connection with such resolutions, and (jii) {o

consider preliminary approval to a 1efundmg for The Pines at Davidson, Presbyterian Homes
and Wayne Memorial.

2, Resolution of the North Caroling Med ical Care Comm!ssion Angrovmg and
Authorizing Conversion of the North Caroling Medical Care ngm!ggggn Variable
Rate Demand Hospital Revenue Bonds (¥redell Memorinl Hospital), Series 2007 (the
“Bonds”) to a New “Index Interest Rate” and Execution and Delivery of a_Thir
upplemental Trust Agreement Relating to the Bonds.

Statemcnts were given by: Allen Robertson and Skip Smith,

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

Picpenbring and wnantmously approved with M. Cecﬂ Dr. Fagg and Mr, Havser
abstaining from the vote, |

WHEREAS, the North Carolina Medical Carc 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 Reveue
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 Agréement”) between the Commission and First-Citizens Bank & Trust
Company, succeeded by U.S. Bank National Association; and

WHEREAS, on June 30, 201 1 (the “Initial Conversion Date”) the Commission and Wells
Fargo Bank, National Association, as successot bond trustee (the “Bond Trustee”), entered into an
Amended and Restated Trust Agteement dated as of June 30, 2011 (as supplemented and amended
by the First Supplement and the Second Supplement described herein, the “Trust Agrecment™), 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 putpose of amending

and restating the Original Trust Agreement to add an “Index Interest Rats” 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”) putsuant 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 Assooi:ation; and
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Executive Committee Minutes
June 17, 2015

”

) Wayne Memorial Hospital, Inc., Goldsboro - Christopher B. Taylot

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

Execntive Comumittee Action: Motion was made by Mr. Cecil, seconded by Ms.
Piepenbring and unanimously approved with Dr, Fagg abstaining from the vote,

Resolution: The Comm:ssmn grants prehmmary 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 Noxth Caroling Medical Care Commission Hospital Revenue

Bonds (Wayne Meniorial Hospital) Seriss 2012 outstanding in the amount of $17,455,000.
The Series 2015 Bonds will be putchased by Branch Banking and Trust Company and
carry a fixed interest rate fo 2021 (which is the maturity date of the 2012 Bonds being
vefunded), The 2012 Bonds being refunded carty 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 petiod to 2021 (Note 7). The project is in accordance with an
application received as follows:

ESTIMATI‘D SOURCES OF I‘UND‘%‘

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 S 517,614,955

Tentative approval is given with the understanding that the governing board of Wayne
Metmnorial Hospital, Inc. accepts the following-conditions: :

1 The project will continuc to be developed pursuant to the applicable Medical Care
Commission guidelines.



Executive Commitiee Minutes
June 17, 2015

2. Any required certificate of need must be in effect at the fime of the
issvance/conversion of the bonds or notes.

3 Financial feasibility must be determined prior to the issuance/conversion of bonds,

4, The project must, in all respects, meet reqmrements of §G.8. 131A (Health Care
Facilities Finance Act),

5. The Executive Committes of the Comm1ssnon is delegated the authority. to approve

the issuance/conversion of bonds of this project and may approve the issvance-of
such greater principal amount of the loan as shall. be necessary to finance the

project; provided, however, that the amount set forth above shal] 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 Execulive 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 (o the Commission.

8. All bealth care facilities and services directly or indirectly owned or controlled by
the health care g;ganization, including physician practices, shall be available to
Medicare and Medicaid patients with no ‘limitations imposed as a result of the
source of relmbursement

9. The borrowet 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 Governot
of the State of North Carolina (the “Governor™) approve the issuance of such bonds,
subject to the satisfaction of the requirements of Section 14(f) concerning the

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

7034812v2 19326.00011



Executive Committee Minutes
June 17, 2015

Based on information furnished by applicanf, the project is;

1.

Financially feasible v Yes No

N/A

s — ree.ee—-ee. emeceees——

2. Construction and related ,
" costs ate reasonable Yes No

Notes:

1)

2)

3)

4)

5)

6)

Infél mation from 2014 Audit
Operating Income
Inerease in wnrestricted Net Assets

‘Tnecrease in Net Assets

Net Cash Provided by Operating Actmtles
Net inerease in ¢ash and cash equivalents

Rating — Bani by Moody’s
Community Benefits from NCHA ANDI Form for 2014 VIE

Total Community Benefits
Estimated costs of trd}ating bad debt patients

Long Term Debt Co&erage Ratios

A .
Actual 2014 5,19
Forecasted 2015 518

2016 5.21

2017 5.68
Board Diversity
Caucasian 10 Male 9
Hispanic , Female 2 ..
Asian Total 11
African American 1
Total 11
Financing Participants
Bank purchaser Branch Banking and Trust Company
Placement agent Branch Banking & Trust Company
Bond counsel " MecGuire Woods, TLLP
Corporation counsel - Smith Moere, LLP

Trustee Branch Banking and Trust Company

7034812v2 19326.00011
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N/A

$3,457,410
$6,839,548
$6,919,436

821,776,252

$2,632,258

$23,108,276

7,863,426
$30,971,122



Executive Committee Minuteé '
June 17, 2015

Bank counsel Moore & Van Allen, PLLC
7) Based on an interest rate of 1.66%.
8) Compliance

9) Wayne’s response to compliance issues,

%
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Executive Committee Minutes
June 17, 2015

' Wayne Memotial Hospital & Wayﬁa Health Corporation
Board Education - Debt Compliance - June 9, 2025

L Summary Current WMH dabt Issues outstanding, with key terms .
8, 2000 serles
l, varlnbfe rata demand bonds
il: synthetically fixed at araund 5% '
lli: original hafance cutstanding: $35,600,000 for energy plant
v, repald $8.7 mifllon In FY 14 related to energy plant (future IRS privats se
{ssue was resolved with rapaymunt)
v, Trusteals BB&T '
i, Interest only payable untll 2024, as describiad In the audived finandal
) staterments '
b, 2042 sevles
I, fixed rate honls _
I bankelssued, 2.49% currently with PNC
It PNC refinanced 1998 honds (Issued orlginally in 1994, to bulld west wing)
lv, due annually through 2024
v, these bonds ara belng refinanced, same scheduls, lower Intarast rate by
BB&T, In Suly 2015

(SR DR COTIIE (to ba adopted by the Boards of WMH and WHC)
with quarterly repart dates {uly, Oct, fan, April) )

iﬁ,félf’t'at"‘e""iililiig‘s(fi‘oiﬁ‘(\](h"fﬁ(

iV,  The 2044 complinnce chatkllsts attached
a, Hospital
b, Wayne Health Physiclans ~ 1 page -1 debt (2 Citfzens on condo occuplqd by
Goldshoro Med Cilnlc, batance outstanding < $500,000)

(AR 11 2014 tetter from Larsen Allon (lnclu(led with 9/30/2014 audit report, noting that LA s
only doing “agreed upon procedures” and that it cannot ba rellad upon to keep
WMH/WHC in compliance,)

vi,

Wn\me Meniotlal Hospital Post-lssuance Federal Tax Comipliance Checklist
Vil Questlons?

- the-next quarterly veport to the Finahce Commmittea and Boayd: July 2015

12
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“Bxecutive Committee Minutes

June 17, 2015
"'N’::r,',-m
| OO
™
, N
VITLE: Dabi Complence Poly j T OLIOY NUMBER
AD.80
EFFEGTIVE PATE FANUAL: APPROVED BY TDATE:; Board of Bireciers
June 9, 2015 Adminlsirative | June 9, 2015

PURFOSE 'The goat of Wayne Memorlal Hospllal and all of s alfibatas ts to abide by the covananto of each of

il debi agrasmenis, Inaluding ratuiremanta for timely reporting to the NG Madinal Casa
Gepmlsalon, tha Looal Government Commisslon, banking pariners, and olher parties involvad In
{inaheing fransaottons

RESPONSIBLE PFEROON  Ghlef Finanalal Offlasr

POLIGY  The GFO will ensure timely reporting of all Informetion required In bond covanants a the Noith Caroling
Mediaal Care Commisslon and othars parlisa Included In dabl covenanle, The OFO wiiitepott aimy arens of non-

compllanas ta the Finance Commiltes (Which reparis to the Board monthiy), atlts meatings In January, April, July
and Oolober each year, . .

Anndally, the extemal auditors report 1o the Board of Directars about "agreed upon procadures® performed by them
with respaot {o cerialn deb! covenants, As a part of that sesston, management will provide he an eduoalion sesslon
{ar tha Board, eovering key compilancs terms of uach dobl agreement, along With the conseguenaas of

noncomplianae witl the covenents, whinh oan Inolude defaull and immediate repayment of all bonds, Hough oross.

defaull provislons. The Finance Cummiltes wil alse annually raview tho followlag compllance cheoldists {updatad
annually), prepared by the OFO; . R '

s Bond Compllance Queslions (sarmple — fhesa are updater annuaily) Appandix )
= Auknovledgament of Gartaln Bond Requivemenls (sampio~ these are updatad annually) — Appendlx f

In ucddition, meastres have basn put Snfo placa as fallows:

4. 'The GFO ond Diractor of anan}ge Wil updalo complianae cheokilste whenever thera Is a changs ih aiy of

the debt dosuments, 2 ‘ . .

2. The CFO an Dirsotor of Finatce will review compllance upsoming deadiines m.onthly.
DEVELOPED IN GOLLABORATION WiTH . , A
REPLAGES (supsrsedes)  New Folley
ORIGINAL DATE dyna9, 2016
REVIEWER DATES /A .
REVISED DATES NIA
SIGNATURE OF APPROVAL,

Name
Jamen C, Parker j +J, Wiklam.Paugh
Tile _Chaliman, Board of Diraclars _Presldant and CEO
Dale
to,
7034812v2 19326.00011
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Executive Committee Minutes
June 17, 2015

Compliance

Wavne Memorial Hospital

The last report of compliance for Wayne Memorial Hospital (Wayne) to the Conunission was fiscal year ending
September 30, 2012, Wayne currently has 2 outstanding bond serles: 2009 and 2012,

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

unti) notified, and 5 dosuments filed late without notification for fiscal yeats ending September 2013, 2014 and year
{a date 2015, . .

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

1. Compl liange checklist for FYR 2013 (due Lreceived 6/2/2015

2, Completed document compliance checklist for FYE 2014 (due-1/28/2015: received 6/2/2015)

3. Quarterly finanei for the third er of FYE 2014 (due 8/14/14: et} 6/2/2015
uarterly financial stat tquarter of FYR 2015 (due 2/14/15; received 6/22015)

The following routine documents were file after being notified at varlous times after the due dates:
1. Operating and capital budgets for FYB 2014 (duo 10/1/2013; received {1/20/2013)
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 fhird quarter 6f 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; recaived, 11/20/2013)
" 5. Forcgast compatison to the adit for FYE 2043 (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; yeceived 11712/2014)
Officer’s cortificate of ) 2 e 1/28(20] 5; yecefved 2/5/2015) .
Quarterly financial statements for the first quarter of FYE 2014 (due 2/14/2014; received 4/ 10/2014)

Quarterly financial statements the second quarter of FYE 2015 (due 5/15/20] 5; reccived 5/28/2015)
Forecast comparisop to the audit for RYR 2014 (due 1/28/2015; received 4/6/2015)

Documents that were filed late and after the 4/23/2014 dlscusslon of compliance with the Director of Finance are
underlined for easior reference, :
A “Checklist of Reporting Requirements” was inoluded in the bond documents for both the Series 2009 and Series
* 2012 bonds. A close examitiation 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 requiremunts sot forth on the checklist, ,
Bond document filing requirements were discussed via phone with the Director of Finanoe during the FYE 2012
compliance examination on Friday, 4/25/2014, An email detaillng the dlscussion was sent to the Director of Finance
and the VE 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 dacuments 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 detalls the filing
requitements, as well as which parties should receive the documents, Documents are typloally received from the
Director of Finanoe. , , .
In conclusion, the failure of » borrowing entity to provide required information (opcrational and financial) as required
and as scheduled under the agreements governing ifs tax-exempt debt renders the process of determining its ability to
cover jts debt and comply with IRS and SEC repulations and pronotncements more.arduous and increnses the likely
hood that if an event (which the oceurrence there of could Jjeopardize the tax-exempt status of the dobt) occurs that it
would go unnoticed and unresolved until such date as its effect would be irreversible.

nwawN
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XI.

XII.

New Business

A.

MCC Bond Sale Approval Policy Dr. John A. Fagg

Whereas, the Commission (MCC) is desirous of having full and more timely information, as it
relates to the pricing of and sale of tax-exempt debt, the Commission hereby adopts the
following policy related to publicly offered bonds and privately placed bonds:

As to Publicly Offered Bonds the Following Shall Apply:

(1) Preliminary Approval
The agenda item submitted for consideration for preliminary approval by the MCC of a
proposed transaction shall include a summary of the best estimate at the time of interest
rates, maturities, true interest cost of the proposed bond issue and, if applicable, the
estimated net present value savings on refunded bonds.

(2) Mailing of Preliminary Official Statement
At time, the Preliminary Official Statement (POS) is delivered to potential investors, the
MCC shall be provided with a summary of the proposed transaction including sources
and uses, maturities, interest rates, and if applicable, projected net present value savings
on refunded bonds.

(3)  Final Approval by Executive Committee

At time of the request for final approval of the bond sale, the MCC shall be provided with the
final interest rates, maturities, true interest cost and, if applicable the net present value savings on
refunded bonds, and a verbal explanation of the differences between the summary of the
proposed transaction at the time of delivery of the POS, and at the time of final approval.

As to Privately Placed Bonds (Bank Bought Bonds) the Following Shall Apply:

The information provided above as part of the request for preliminary approval shall also be
provided to the MCC in connection with a privately placed bond issue. The MCC shall also be
provided as part of the Series Resolution, the maturity schedule and the interest rate as soon as
they are available but no later than the day prior to the MCC meeting to consider final approval
of the tax-exempt debt transaction.

The policy is effective as of the date of adoption.

Old Business

A.

Rules for Adoption - (Rules and Comments) : Nadine Pfeiffer

1) Health Care Cost Reduction & Transparency Permanent Rules
(Azzie Conley & Nadine Pfeiffer)
Exhibits E-E/4
a) Licensing of Hospitals, 10A NCAC 13B .2102
b) Licensing of Ambulatory Surgical Facilities, 10A NCAC 13C .0206
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XIII.

X1V,

XV,

XVL

2) Emergency Medical Services and Trauma Rules Tom Mitchell & Nadine Pfeiffer)

: Exhibits E/5-E/11
a) Readoption of 27 rules following Periodic Review (10A NCAC 13P)
b) Amendment and Adoption of 18 rules (10A NCAC 13P)
¢) Republication of 1 rule (10A NCAC 13P .0203)
Discussion of Hospital Periodic Rules Review Dr. John Fagg and Nadine Pfeiffer

(Exhibits F-F/1)
1) Hospital Rules (10A NCAC 13B) (Flow Chart)
2) Public Comments to Subchapter 13B Licensing of Hospitals

Election of Vice-Chairman and appointment of two members to the Executive Committee
Dr. John Fagg

(A)  Inaccordance with General Statute 143B-168 the vice-chairman shall be elected by and from the
members of the commission and shall serve for a term of two years or until the expiration of his
regularly appointed term.

(B)  Inaccordance with 10A NCAC 13A.0101 Executive Committee, two members (of the Executive
Committee) shall be appointed by the chairman of the commission at the (last meeting) of each
even year.

Refunding of Commission Bond Issues Chris Taylor

Recommended:

WHEREAS, the bond market is in a period of generally fluctuating interest rates, and

WHEREAS, in the event of decline of rates during the next quarter, refunding of certain projects could
result in significant savings in interest expense thereby reducing the cost of health care to patients, and

WHEREAS, the Commission will not meét again until February10, 2017 in Raleigh, North Carolina;
THEREFORE, BE IT RESOLVED; that the Commission authorize its Executive Committee to
approve projects involving the refunding of existing Commission debt between this date and February
10, 2017.

2017 MCC Meeting Dates

February 9-10, 2017

May 11-12, 2017

August 10-11, 2017

November 2-3, 2017

Adjournment — A motion to adjourn is requested.
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