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ATTORNEY AT LAW, PLLC

PHOXNE: (#65) 944-8200
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607 SMITHYIEW DRIVE
MARYVILLE, TENNESSEE 37503

MEMORANDUM

TO: ED MITCHELL, MAYOR

FROM: CRAIG L. GARRETT

DATE: SEPTEMBER 14, 2022

RE: SUMMARY OF THE HISTORY OF BLOUNT MEMORIAL HOSPITAL AND BLOUNT

MEMORIAL HOSPITAL, INC.

At your request, I am writing to give a history of Blount Memorial Hospital and Blount Memorial Hospital, Inc.
(the non-profit corporation created to operate and maintain the hospital on behalf of the County). This summary is
based on records that I have reviewed which will be referenced in this Memo.

In 1942, Blount County decided to pursue having a local hospital. The first step that I can determine that was
taken by the Blount County Quarterly Court (which was the predecessor to our current Blount County Board of
Commissioners) was a Resolution on April 6, 1942 which authorized the County Judge (the predecessor to the
County Mayor) to file an application with federal authorities seeking grant funds for the construction of a hospital

in Blount County. (Copy of Resolution attached.)

After this initial Resolution, over the course of 1943, 1944 and into 1945 — the County obviously felt that the
hospital project was going to happen. To obtain legal authority to build, construct and operate a hospital, the
County then sought the intervention of the legislature. As a result thereof, a Private Act was passed on February 9,
1945 (copy attached). This Private Act authorized Blount County, Tennessee to build, purchase, own, operate and
maintain a non-profit general hospital in said County. The Private Act further provided that acting through the
Quarterly Court, the County had the authority to either accept legal title to such hospital to be operated by some
non-profit corporation, organized for such purpose or to own such hospital and turn over the maintenance and
operation thereof to such non-profit or to own, maintain and operate such hospital under the supervision of said
Quarterly Court. (See Section 1 of the Private Act of 1945, Chapter 187 — copy attached.)

At the May 1945 term of the Quarterly Court, a reference is contained in the minutes that outlines the requirements
of a grant which the United States agreed to provide to Blount County. Of interest is that the grant was for the sum
of $201,500 to aid in the financing, acquisition and construction of the hospital. The minutes reflect that the grant
of $201,500 was to be applied to the estimated cost of $403,000 which included buying the necessary land,
building and equipment to construct and operate the hospital. It is noted in the agreement that there shall be no
agency of the federal government that would exercise supervision or control that would affect Blount County’s
administration in the maintenance and operation of the hospital. (See May term document attached.) Attached to



this same document is the July 19, 1945 Resolution of the Quarterly Court that authorized the County Judge to
accept the grant, issue bids and begin construction of the hospital.

It appears that pursuant to the above Resolution, the hospital was built. There is a January 7, 1946 Resolution of
the Quarterly Court wherein Blount County agreed to bind itself to appropriate for a period of five (5) years — up to
$12,000 annually to the hospital to defer any losses of the hospital. The introductory paragraph of this Resolution
state that the hospital is being constructed and that Blount County, the City of Alcoa and the City of Maryville
have agreed to operate and maintain said hospital through a non-profit corporation organized by said governmental
agencies. I am not sure if Maryville and Alcoa also passed resolutions to help defer operating costs, but that is

possible.

Five (5) days later on January 12, 1946, the original Charter of Blount Memorial Hospital, Inc. was filed with the
State and this Charter contains several relevant provisions (copy attached). The first is that Blount Memorial
Hospital, Inc. was a non-profit corporation created “for the purpose of leasing, operating and/or maintaining a
general non-profit hospital to be operated in Blount County, Tennessee”. The Charter goes forward (as basic
charters do) and provided the powers of the corporation, which are general in nature. It should be noted that the
Charter made clear that this was a non-profit corporation and it was done for the general welfare of society — not

for individual profit.

The Charter also made provision for the original Board of Directors of the corporation and provided that four (4)
directors would be appointed by the Blount County Quarterly Court and that two (2) commissioners each would be
appointed by the City of Alcoa and the City of Maryville and one (1) Board member would be appointed by the
Board of Directors of Maryville College. The Charter provided terms for these Board members and provided that
the non-profit corporation would create by-laws and a mechanism to reelect and appoint Board members
thereunder. Of note, the Charter contains some interesting requirements. Onc was that the Board of Directors
shall not, at any time, incur any obligation unless the money for such expenditure is either in the treasury or has
been bona fide pledged for such purpose. The Charter also provides that the corporation shall not have any power
to issue notes, currency, deal in currency, coin, buy or sell products or engage in any kind of trading operation.
Finally, the Charter provided that the Charter may be modified, amended or the corporation may be dissolved upon
the affirmative vote of all of the governmental agencies selecting the term of the Board of Directors, which vote
shall be evidenced by the Resolution duly adopted by the agencies.

The Charter of Blount Memorial Hospital, Inc. has been amended several times. Of note, the Charter was
amended in 1984, In 1984, it was amended to change the way the Board members were appointed in a significant
manner. The appointment power still stayed with the governmental agencies, but the amendment created a
nominating committee and future Board members had to be recommended to the governmental agencies by the
nominating committee. The amendment provided that in the event the governmental body declines the nominee
selected by the nominating committee, then the nominating committee reconvenes and submits another nominee.

(1984 Charter amendment attached hereto.)

The Charter was amended again in 1992 and changed the stated purpose of the corporation as follows. The
original Charter stated that the purpose of the corporation was “leasing, operating or maintaining a general non-
profit hospital to be operated in Blount County, Tennessee”. This amendment changed the language to read that
the purpose was “leasing, operating and/or maintaining a general non-profit hospital and associated related
programs and facilities”. As can be seen, the change simply added “and associated related programs and
facilities™,

Questions have arisen over the years as to the nature of the legal relationship between Blount County and the
hospital. These questions have arisen in a couple of areas. One was in the area of tort liability. It was clearly
established by case law and it was always the position of both the hospital and Blount County, that Blount
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Memorial Hospital was a quasi-governmental entity operating under the purview of Blount County, Tennessee and
as such, received the protection provided under the Tennessee Governmental Tort Liability Act.

The second issue dealt with the issue of hospital debt. The hospital has used the full faith and credit of the County
to obtain bonds and this required a review of the legal relationship of the hospital and Blount County. In 2014,
Mark Mamantov (the attorney who operates as bond counsel for Blount County and a member of the law firm of
Bass, Berry & Sims) reviewed this legal relationship at a time that Blount County and the hospital were addressing
financing through general obligation refunding bonds. Mr. Mamantov noted, among other things, that the hospital
was built by Blount County pursuant to a Private Act which gave the County the authority to build, purchase, own
and/or operate and maintain a general non-profit hospital. The opinion noted that the non-profit entity Blount
Memorial Hospital, Inc. was created in January 1946 to operate and maintain the hospital for Blount County. His
opinion further noted that the legal title to the primary land and improvement buildings composing the hospital
were in the name of the County. It is further stated that there had never been any type of formal written agreement
between the County and the non-profit regarding the lease, maintenance and operation of the hospital facility. Mr.
Mamantov concluded that based on the Private Act and other factors involved, that it was his opinion that the
County owned the hospital and that the non-profit corporation operated the hospital on behalf of Blount County,
He described the relationship as that of principal and agent, with the County being the principal and the non-profit
being our agent. He further concluded that as the owner of owner of the hospital, the revenues generated by the
hospital belong to Blount County and that those revenues could be committed to the payment of these general
obligation bonds. (Letter of Attorney Mark Mamantov of June 20, 2014 attached.)

The issue was visited again on October 4, 2018 by another Memorandum written by bond counsel, Mark
Mamantov at a time that a restructuring of the general obligation refunding bond was in progress. Mr. Mamantov
confirmed the legal nature of the relationship between the hospital and the non-profit corporation again as principal
and agent and basically confirmed his previous opinion. (Letter of Attorney Mark Mamantov of October 4, 2018

attached.)

At that time, the hospital was asked to also address the nature of the legal relationship between Blount County,
Tennessee and Blount Memorial Hospital, Inc. and the hospital requested that the law firm of Hunter, Smith &
Davis and specifically, Attorney William Argabrite, review this relationship. Mr. Argabrite issued a letter of
January 25, 2019 wherein he recited the history of the Private Act, the resolutions of the Quarterly Court and the
Charter of Blount Memorial Hospital, Inc. (and amendments thereto) and he opined and agreed with the opinion of
Attorney Mamantov as to the legal nature of the relationship between Blount County and Blount Memorial
Hospital, Inc. (copy attached without attachments). On page 2 of his letter, he states “in this regard, we agree with
Bass, Berry & Sims conclusion that the relationship between Blount County and Blount Memorial can be
characterized as a principal agent relationship”. He further indicates that it was his opinion that the hospital was
being operated pursuant to Section 2 of the Private Act of the legislature, which allowed the County to “own the
hospital and turn over the maintenance and operation of the hospital to a non-profit agency organized specially for
this purpose”. Finally, Mr. Argabrite concluded that he agreed with Mr. Mamantov’s opinion and it was his
opinion that the hospital’s revenues could be pledged to fund the bond refinance in question.

Based on the above history and the legal opinions that have been provided and relied upon, it is quite clear that
Blount County, Tennessee owns Blount Memorial Hospital and all of its assets and that Blount Memorial Hospital,
Inc. (the non-profit) is merely acting as the County’s agent to operate and maintain the hospital facilities.
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SCHOOL RESQLUTION,

Will A. MeTeer, Chalrman of the Oounty Bpard of School Supervisora
presented the following Resolution, which upen motion was passed b} unenimous
vote of the Oourt. Sald resolution is in the worde and flgures following,
To-wit:

RESOLUTION :

* WHEREAS 1t appears that the United States Government is enticipating
erecting certain buildinge for School purpeses in Bjount County, Temesses, and
thet sald Government required the land on which the buildings are located teo be
conveyed to it, be 1t therefore resolved that this reguisr quarterly County Court
of Blount County, Tenneseee at sesslon essambled, on this April 6th, 1942, does
hereby authorlzas, empowWer and drect the Blount County, Tennessee, Bperd of School
Supervisors, end the County Judge and Oounty Court Clerk, to execute, acknowledge
and dellver any snd all conveyancee in connectlon with any School Bulldings in

this County, and ?a meke any releases therefor, as recommended by the County
Bpard of School Supervisors,

HOSPITAL.

Homer A, Goddard, Attorney 1ntruduced,a.ﬁeao1utinn authorizing the County
to flle an eppllcation with the proper Federal Authorities eeeking funds for the
conetructlon of a Hospitel in Blount County which Reeolution was duly passed by
unenimous vote of the Court, Satd Resolution 1s in the words asnd figures following,
to-wlt: . -

A RESOLUTION mﬁmnxznm THE COUNTY OF BLOUNT T0 FILE AN APPLICATION
WITH THE PROFPER FEDERAL AUTHORITIES SEEXING FUNDS FOR THE CONSTRUGTION OF A
HOSPITAL IN BLOUNT COUNTY, TENNESSEE,

l BE IT RESOLVED BY THE COUNTY COUBT OF BLOUNT GOUNTY IN QUARTERLY SESSION
ASSEMBLED ON THIS THE 6TH DAY OF APRIL, 1942 as followa:

SECTION 1. That thers is hereby suthorized to be filed by the Oounty of
Blount an application with the proper Federsl Agencies seeking a grant for fundg
for the constructlon of a hoepital in Blount County, Tennesesee,

SECTION 2, That the County Judge is authorized to appoint a committee
to two with himself who ahalllprepara said application and do all things necessary
end proper in connection thereto and téke all steps necessary to prepare sald
Eppliuatinn in accordance with the rules and regulations of the agencles af the
United States Government and to this end shall make responsble expeﬁditures ir
necessary in the hiring of an architeet for the preparation of plens for aaidr
building. -

SECTICK 3. It 1s specifloslly understood and egreed that the filing
of the application or the granting of the same shall not commit Blount: County to
the appropriition of eny funds until it accepts the grant of the quteﬂ States
Government should one be made,

Thereupon the County Judge eppointed K,0, Huddleeton and Joe C. Gamble

as members of seld Commlttee,
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ReAD MACHINERY -
AFPROPRIATICH ROADS,

The Court Committee with the Highwey Commission, sincs the last
meeting of the Court have purchased Romd Machinery from Martin Maechinery gnd Supply
Compeny, which has not been pald for gnd there being no funde in the Hy ghwey Roeount
to pay for same was brought to the attentlon of the Court,

Thérewpon © W. Brumfiel, Esg. moved that this Bl1l of $11,327.69
be peld by a.n appropristion out of the regulgr County Funds, sald motion was duly

seconded and wpon roll esll carrled by unanlmous vote of the Court,

i
RE:IONAL LIERARY,

“Upon motion of J.H  Cate, Esg. the fuiluwing resolution was passed
by uhanlmous vote of all the members of the Court present,

January 7, 1944
. ‘Be it resolved the Blount County Quarterly Court, masembled
Jenuary 7, 1946, spprove the payment of four hundred ($400,00) dollars to the
Blount County Library Btiarﬁy{Regional Librery] pald out by L.M. Byss on
JH.ua 27, 1945. Thie mogey was pald out of the 194445 tudget,
L.M. Roes, Supt,

~
AFPPROPRIATION - $£12,000.00 for
BLOUNT MEMORIAL EOSPITAL.

Upon motion of HEmer A. B,ddard, Atty., which was duly Beconded by
T.H_. Brown, Eeq, and gfter consldergble discussion the Tollowilng reeolution
8PPropriating en amount mot exceeding $12,000,00 anmuglly for a perlod of Pive
L5) years to the Blount Hemorial Hospltel was passed by unanimous wote of the
meEbers of the Court upon roll oall, all of the Justioces of the Peace voting
"aye."  S8ald resclution 1s in the words end figures following, to-wit:

A RESOLUTION PROVILDING FOR THE APPROPRIATION OF A SIM OF MONEY
HOT EXCEEDING TWELVE THOUSAND (&r2,000

«00) DOLLARS AMNUALLY. FOR A PERTOD OF FIVE

YEARS TO BE USED ToO SL[?PGRT AND MATHTAIN BLOUNT MEMOERIAL HOSPITAL WITH REFERENCE
TO CPERATING LOBSES,

WHEREAS, there 1s belng conetruced in the County of Blount a
hospitel to be Enown g Bloung Hemorlel Hospital: gnd

‘WHEREAS, the County of Blount, the City of Alcom and tha Clty of’
" Maryville have agreed to operate end malntain 8ald hospital through a non profit
corporation orgefilzed by sald governmental sgencles; and

WHEREAS, it 1ia comtemplated thet 1t will be necesesry to mgke
annupl contributions for the support and malntenance of agid hospital with
reference to operatlng loeses.

NOW, THEREFORE, in congideration of the mutual agreements and

BpPrOpTiations by the Guunt}r of Blount, the Clty of Aleoa, -gnd the City ofHaryvilie,

be 1t resolved by the Quarterly County Court of Hlownt County,

Tennessee g fHllowa!
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years, alxty (60%) per cent of the operating losses not exceedlng Twelve Thousaml

($12,000.00) Dollars for the support end melntenance of sald hospital with refersnge

to seld operating losses.

2. That 1t willl place in ites Approprisption Resolution easch year
gald sum of money end, the sgme, or euch parts thereof azs may be required, will be
pald to sald :-,urpora‘r.iur_t operating sald hospitel for the purposes herein set out,

~ Adopted thle the Fth. day of January, 194a,

HEMORIAL BUILDING.

The Memorlal Buliding Committes presented the following report
which wes unsnimously approved by the Oourt, 8ald report is in the words gnd
figures following, to-wit: _ Jan, 7, 1946
T0 THE HONORABLE mmﬂ; COURT OF ELOUNT COUNTY:

He have made coneidersble Progress on preliminary studles for
the bullding and have consulted with the verious interested Orgemlzationa and
Departments regarding allocatlon of space, looatlon and plan arrangement, It
appears that those who' will cocupy the building are well plessed with our work to
date and that only minor detells remgin to be deecided. The eituatlon in the
bullding industry 1s still unsettled end for <thls reason it has not been gdvisgble
to proceed with great haste in completing plans, speelfications and seeking blda
from constractors lmeedlately after the first of the ¥ear however we deslre to
8tart on the working drewilngs in order that finel plane ard costa may be presented
to the Court at the &pril geseion end funde appropriasted for the erecticn of the
building,

Respectfully submitted,

Shirley ©. Spence.

SUF FRINTENDENT OF SCHOOLS - L.M. ROs33,
BUDGET REPORTS,

L.H. Rosa, Superintendent of Public Instruetion, presented his
reporta covering Budget Expenditures 1in the Elementary Schools gnd H1gh-3ahoula
for the pericd beginning July 1, 1945 and ending December 31, 1945,and upon motion
of Harry Edmondson, Esqg. sgid reports were gpproved snd ordered of record, same
being in the words and figuree followimy, to-wit:

BUDGET REPORT
I, L.M. Ross, Buperintendent ofPublip Instruetion, respectfully
subml t the follewing report covering expendltures uuf_ of the Budget for a period
beglnning July 1, 19%5 and ending December 31, 1945,

ELEMENTARY
General Control
Alsount fppropriated ﬁli, 350.00
Amount Expended g19.8
Belence Deoember 31, 1945 +230.15
Instruction

Amount Approprlated 8223.NON.0O0
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SFECIAL BESSION - QUARTERLY QOUNTY COURT ‘l
HONDAY HAY 28th, 1945 i
|

STATE OF TENNESSEE,
ELOUNT CoUnTY,

Quarterly Oounty Court oonvened on this May 28th. 1945, at
9;00 o'clock, A.M. in Spebtal Seselon purpuant to the esll of the Chalrman |
and County Court Clerk, which vme mailed to epch member of tha Oounty Court f
and published in The Maryville Times, more than five dnya in gpoocerdance with
tha Btatute.

There sppeared W.E. Oprringer, High Sheriff for Blount Countyp
who duly opened sald Spescial Call Sesslen of the Quarterly Oourt as provided
by law, there belng present and presiding the Honarabls Gen. D, Roberts, Judge
of Blount County, snd the following Justices 'of the Peace for sald Oounty, to-wit:
Baldwin, Boring, Brown, B.0: Brown, T.H.; Brymnt, Harley; Bryant, J.R; Compbell,
Cate, Clobough, Delozler, Edmondeon, Everett, Garner, Griffitts, Ed; Grirfitta,
Milke; Henry, Hunt, Huakey, .Jpffries, Jenkina, Eincer, Law, Martin, Murphy,
Peery, A.T.; Peery, W.W.; Reed, Bhirley, Spence, Spurgeon, Bterling, Tulloch,
Walker, Watera and Willigms, when the rollewing procesdinge were had, to-wlt:

HOBPITAL ORANT =
The matter of the offer of the United 3tates of Amgriea to grant

Blount Gounty $201,500 to aid in the finsnolng the pequisltion and sonatructlion
of Public Works conslating of Hoaspital Facilitlen ware brought te the attention
of the Court, ssmo balog in the words and figures followlng:

INITED BTATES QF AMERICA

FEDERAL, WORKS ACGENCY
BUREAU OF COMMUNITY FACILITIES
WASHINGTON 25

GRANT AGREEMENT

Project No. Tenn, ho-2s8o-N
Datpd Nay 3, 1945,
Gounty of Blount,
Haryvilla, Tennenses.
Subject to the termo and conditloas ( FWA Form No, W-100, dpted
April 1, 1945) attanhed herete and made a part hereof, the Unlted Stateo of Amerlaas
hereby offers to make you a Grant of $801,500 to ald in finanolng the asqulsition
and ssnstruction of publlc works consieting of Hoppltal Facllitieas, including
neceagary lgnd and Recessary equipment (herein palled the "ProJect®), at tha
presently estimatod cost &6 you of $403,000: Provided, however, that ir the actugll
€08t to you of the project upon completlon, ps determined by the Commlaalonsr of
Oommunity Facllitles, ie leps than the precently cotlmated coot ppeciried abowe,
tho grant ghall bs reduced to an amsunt which bears the same ratlo to sald meutal
cost ae the amount of the grant speaifiod hereln boars to the spid satlmated cost.
It ip hereby sgroed thot Lf the cont of the proJest ghould
oxceed the cotlmated copt mpecifiesd atove you phall provide, in addition to such
othar funds gs may be otherwligas Recespary to defray the coat, funds sufrielent
to defray such overrun in the soagt,
Nothing herein ghall be conatrugd as vostlog in pny Department or

Aeancy of the Uniltaed Btaten powar to axaralsn anv ammervrieion or ocontrol avar aunk
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facilitiea, nor shall any or the provialens hereof be conotrued ns presoribing or
affestlng your pdminlstration or personnol in the malntensnce and operation of such |
Tacilitieon. I
Thip agreement shall bhke effeot Upon your accepting 1t in ncuord—i
pnoe with.the applicable legel requiresenta for the formation of the contract. !

United Statea of Amerlca

Federal Works Adminiatratér,,

By: George H, Fielq,
The terms and aonditions under Eﬂfsé'iﬁﬁnﬁm is offercd are no

FEDERAL WORKS AGENQY

BUREAU OF COMMUNITY FAODILITIES

followa?

|
!
i
|
¥
!

ZERMH3 AND ODONDITIONS :
Conatituting part of the agreement providing for the finagneing aﬂﬂ’
construstlon of Non-Foderal War Public Worke under the Lanham Aat, as amended,

1. DEFINITIONS. -~ As uped in those Terms and Conditiana:
“Governnent" means the United Stntes af Amerioca; "Applicant¥ means the local publ.ln]
or private sgency that hao applied to the Government for fingneiml aid under the
Lacham Act, an amended; *Application® meana the docupent or dosumenta, including i
all amendments and communications, flled with the Government by tho Applieant in
BUppoEd OF 1ts requast for such finaneisl ald; "ProJect® megns the partioular
public works whieh ths Ooveramont bma sfTeed to pid in Iinancing under the Agraee—
ment; "Agreemsnt" meana the nontract betweon the Government and the Applicant
pertaining to the granting of ald for the PraJect and includes both thess Terms !
and Conditions and the contraat instrument or inotruments of which these Terna and |
Conditions conatitute a part; and "Bonda” means the bonds or other obligations, if
any, which the Government may have agresd to purchpse under the Agreement.
2. CONDITIONS OF GOVERNMENT!B OBLIGATION. - Tho Goveroment may

elect to terminate gll or any of its obligations under the Agreensnt and, at its |
option, to pay to the Applicant only part of tho amount of federal ald atated in
the Agroement or to recover any and all funds advonced or pald under the Agreement
by the Government to the Applicant:

f
1
(a) Bopresentptions. = If any representatiofl of the Applicant :
in 1te Application or in any dooument pubwltted to the Governmsnt by the Appliecant I
i

1

ghall be Lncorrect or incomplete 1A pny mabuthal respect;

(b) Finpnclel Oondition. - If, in case the Ooverament has effered |

to purchase Bonds, the flnpnelaml condition of the Applicsnt shall have shanged

unfavorpbly in a materisl dogros from its conditlon as theratofors represented to

the Government;

(c) Fibpneing of Project. - If the Applicant will ot be abtle, |
in the epinicn of the Government, or falls to provids whon needed, or to dqmonntraJI:
to the eatlsfaction of the Government that it can and will provide when needed, i
rnnd.u_ surficlent, with the funds mads avallable by the Gov‘sr'nm'ant under tha

Agreement, to pay the cost of the Prolect, ov 1f, in case the Goverament hae nfrar-—i
ed to purchanc Bonda, the Applicant shall not rurnish a bond transeript Eatiurgntn!‘;}f

*n tha Bavarnmant ahnwine that the Bande ere walld snd bindinr oblicationa: |

451
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Cepltel Outlay

Amount Appropriated 4 2,000.00
Ahnount Expended 1,872.8
Bplance Juna 30, 1945 3 ol
Total Budget
Amount Appropriated #125,400.59
Anount Expended 12171,
Balance June 3o, 1945 1529,
L.M. Hoap.

HEMORIAL HOSPITAL RESOLUTICMS,

J. G Gamble, Attorney, presented a Resolution putherizing the
County Judge to sign and exccute an behglf of the County, advertisements pnd
contracts necessary to expedite thae donatruction of a Memorial Hospital for
Blount County, and moved that epiie be adopted, Thereupon ths Court unanimoysly

approved such Resolution, which 1p in words and flgures following:

4 Repolutlan guthorlzing the County Judgeo r Hlount County,
Tenncasee to sign gna execute 1n behalf of mald County all advertisementns for
bids for the scnstructlon of a Hogpltal in Blount County, Tennesnoee, and to mign
and &xesuto on behaplf of gaid County all eantracts let, or to be let, for the
eenstructlon thereaf, and to ralify the getlon of the gald County Judge in
elgning and executling all such advartimemanta ahd contrpcts heretofore mada.

Ba it repolvaed by the County Court of Bleunt County, Tennsapee
in Quarterly Scaslon assendled on this the 2nd, day of July, 1§1L5, an followa:

Section L. .That the County Judge of Blount County, Tenncason
is hereby authorized to algn and exesute in behalf of sald oounty all advortise-
ments for blde for the construction or a hospital in Blount County, Tennesase.

Bection 2. . That eald County Judge U5 hereby authorized to algn
and execute in behplf of ppid county all eontracts haretofore laot or to be let
for the constructien of pald hospltal, pursuant to the offar of the United
3tates Government through 1ts Foderal Works Agency and the pcceptpnoé thereof
made by resolution of thig County Coupt.

Section 3., That the metion of sald County Judge in slgning am
executing pdvertisemente for bids haretefora made, and in slgnlng and exeautlng
contracta heretofore made in oohnection with tha oonptrustion of spld hoapltal
be and the same 18 hereby ratirisd and sonfirmed,

Beotion U, . That nothing hereln containad ohall authorize apld
County Judge ta algn and sxesnte centracts for sums whish in the sEEregate will
be bn excens of the money contalned in the "Blount County Hoepttal Funat
recolved from subscriptions, donptlons, contributiona and from the Federsl Works

Agency of the Federal Government,

BUDGET RESOLUTION.

Will A. McTeer, Attorney, afd a member of the Budget Committee
for Blount County, presesnted the followimg Reoolution fixing the budget for the
Year beginning July 1, 1945 and ending June 30, 1946, and movad the adoption of
sabie. After due considergtion and diseussion, same wag unanimeuply adopted

by the Court wpon g rﬂll—lz;nll, oll of the Justieen voting WAyeM, Bgid HFesolution

appropriapting funds for all the departments of tha County for the ensuing Yeoar,




CTAS Private Acts - Blount Chapter VIl - Health

Chapter VIl - Health

Authorization to Operate Hospital

Privale Acts of 1945 Chapter 187

SECTION 1. That Blount County, Tennessee is hereby authorized and empowered to build, purchase,
own and/or operate and maintain a non-profit general hospital in said County, acting by and through its
Quarterly County Court, with authority to either accept the legal title to such hospital to be operated by
some non-profit corporation, organized for such purpose, or to own such hospital and tumn over the
maintenance and operation thereof to such non-profit corporation, or to own, maintain and operate such
hospital under the supervision of said Quarterly County Court.

SEC. 2. That the County of Blount, acting by and through its Quarterly County Court, be, and it is
hereby authorized and empowered, without the necessity of a referendum election therefor, to borrow
maney, not exceeding Two Hundred Thousand ($200,000.00) Dollars, and to issue and sell bonds
therefor, or to execute and deliver any other evidences of said indebtedness that may be necassary or
required for the purpose of obtaining any monies or funds available from the Federal Government, or
from or through any of its agencies, bureaus of departments, by virtue of any Act of Congress
theretofore or hereafter enacted, or for the purpose of matehing or supplementing any monies or funds
available or provided by the Federal Government, or fram or through any of its agencies, bureaus or
departments; said funds to be used and applied in acquiring land for non-profit hospital purposes andfor
erecting a hospital building or buildings thereon.

SEC. 3. That said bonds shall bear interest at a rate not exceeding four (4) per cent per annum, and
shall mature in not more than fifty (50) years from their date or dates of issue, and the interest thereon
shall be payable semiannually In lawful money of the United States of America. Said bonds may be
either serial or term bonds, as the Quarterly County Court of said County may elect, and if serial bands
they shall begin to mature not later than five (5) years after their date or dates of issuance. Subject to
the restrictions contained in this Act the Quarerly County Court of said County may fix the rate of
interest on sald bonds, their maturity and form, and the method of issuing and selling the same, but said
bonds shall be sold for not less than par and accrued Interest. Said bonds shall be in such
denominations and such forms as shall be directed by the proper resolution or resolutions of the
Quarterly County Court of said County, and shall be sold in such manner as may be directed by said
Quarterly County Court, subject to the provisions of this Act; pravided, however, that said Quartarly
County Court may sell such bonds at such time or times and in such lot or lots as it shall determine, and
shall not be required to sell all the bonds at any one time or to any one bidder.

SEC, 4. That said bonds or other evidences of indebtedness that may be determined by said Quarterly
County Court shall be the general obligation of the County of Blount, and the full faith and credit of said
County shall be pledged to the payment of said bonds or other evidences of indebtedness and interest
as may be determined and provided by said Quarterly County Courl, and to the levy and collection of
such taxes for that purpose. It shall be the duty of the Quarterly County Court of said Gounty annually
to levy a tax on the taxable property of sald County for the purpose of paying interest on said bonds or
other evidences of indebtedness, and also for the purpose of creating a sinking fund for the redemption
of said bonds or other evidences of indebtedness.

SEC. 5. That any bonds Issued under the provisions of this Act shall be exempt from all State, County
and Municipal Taxes, and it shall be so stated on the face of said bonds.

SEC. 6. That the funds borrowed or the proceeds form the sale of any of said bonds or other evidences
of indebtedness, as herein provided shall be turned over to the County Trustee and he shall keep the
same separate and apart from any monies in his hands, and he shall pay the same out on warrants
drawn by the County Judge of said County.

SEC. 7. That said funds or any part thereof shall be appropriated and disbursed by and under the
supervision of the County Judge of said County, and shall be used for the purpose hereinbefora
explained in this Act.

SEC. 8. That if any section or part of this Act for any reasan be held unconstitutional or invalid, the

same shall not effect the constitutionality or validity of the remaining parts or sections thereof, but the
same shall remain in full force and effect as If the unconstitutional or invalid part had been amitted.

SEC. 9. That all laws and parts of laws In conflict with this Act be, and the same are, hereby repealed.
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SEC. 10. That this Act take effect from and after its passage, the public welfare requiring it.
Passed: February 9, 1945,

2017-12-05 Page 54 of 89



County aforesald, the within named Incorporstors BEN H, TESTERMAN, J., C. BARCOCK, AND IRENE P,
AULT, WITH WHOM I am personslly acquainted and who acknowledged that they exacuted the within
application for charter of lncorporation for the purpnse; therein contalned.

MW TNESS my kand and of'ficial seel this the 15th day of DECEMBER, 1945,
My Hoterial Yommission Expires: April 10th, 1947,

(3kAL) A. G, Wilson, Notary Publie

STATE OF TEWHESSEE
DEPARTMENT OF STATE
I, Jos C. Carr, Secratary of State of State of Tennessee, do hereby certify that the annexed
_Instrument with Certificate of scknowledgment was Tiled in my office and reccrdéd on the 17th day
of December 1845, In Corporation Record Took VBLIME 24, page BS.

In Testimony Whereof, I hove hereunto subscribed my Official Signature and by order of the
Governor affixed the (Grest Seal of the State of Tennessee at the Department in the City of
Neshville, this 17th dav of December A,D, 1945,

(SEAL) Joe G. Carr, Secretary of State
Received for record the 21 day of Dec. 1945,at 1:10 o'clock P.M.and recorded the 22 dav of Uec,
1945,

R. C. Parkins, Reglster,

P RRF :
By ﬁﬁfﬂﬂJi ?}ufnfﬁ* D.H.

oo

STATE OF TEHANESSEE

CHARIER OF INCORPORATION

BE IT E¥OWH, That we, George D. Robarts, 4.D.Huddleston, J.C.Gambls, G‘L.Brumfialgi
V.J.Hulguist, James W.Hlng, J.T.Trotter, E.C,Brown and Homer A. 3oddard, ars hersby constitu-
ted a body politiec under the name and style. of

BLOUNT »EMORIAL iLOSEITAL, INCORPORATED
THE principal office of which shell be 1n Blount County, Tennessaes, lor the purpose of leasing
operating and or maintaining a general non-pxofit hospital to be operated in Blount County,
Tennesses.

The general powsrs of sald corpafation shall be,  to sus and be sued by the co-
rporate name; to have and use & common seal, which it may altsr at plaassurs; if no common
seal, then the signature of the nams of Lhe corporallion by and duly authorized officers shall
be legal and binding; to purchase and hold or recelve by gift, beguest or devise, personal

. property amd raa} estate, and alsc to accapt.any'raallastata or personel property in payment
or in part payment of any debt due Lo the corporation, and sell the sama; to establish by-
,laws, and make all rules and regulation not incosistent with the laws and Constitution deem-
ted expedisnt for the managemsnt of corporate affalrs, and to selsct such subordinate officers
rand agent insddition to a Presldent, Vies President and Secratary and or Treasurer, as the
.businasa of the corporation may reguire, desipgnate the name of ths office and fix the comp-

censation of such officers and agents,

i
)
)

Tha first Board of Lirectors of said Corporation shall be composed of the nine

{ incorporators in this Charter, but who will wlthin a reascnable time after the granting and
+ :

3%9\



recording of this Charter meet for the purpose of orgunizatlon, _

The forat persansnt Board of Directors shall Ls selected within ninety days after
the granting of the Charter and shall be compossed of nins {9) members, who shall have besn
residents of Blount County, Tennesses l'or at least tares years next before their election,
and who shall Le perscna of buslness experience and moral integrity, and who shall be fras-
holders in Blount County, and which directors shall receiva no ¢ onpansation for their assrp-
vicas as such. Four of the wmembers of said First permanent Soard of Directors shall Le such
persons wio shall be slected by the Suarterly County Court of Blount County, Tennessee; two
of the members thersof shall be such Jersons as ars slected by the Boerd of Commisslioners of
the City of Aloca, and who shall be resideats of ths City of Alcoa; two of the members thare-
of shall be such persous as are slectsd Ly the Board ol Compmissisners of the City of Haryvills
a nd, one of such members shall bs such porson as is elacted o7 the Board of Directors of
liaryville College. Tha eventual tarm of the members of said Board of Directaors Shall be
three years, but in ordsr that the terms of said members shall not all axpire simultaneously,
it ls provided hereundsr that two of such parsons as ere slected by the Quarterly County
Court, and theﬂggrsoﬂ elacted by the Dircctors of ilaryville College shall serve for a tarm of
one Jeur; one of such persons elected by tha “uarterly County Court, one of tha persons sle-
and one of the persons slected by the Board of Commissionerd oficthe City efsMamyeitlded by bhe
ctad by the Board of Commissionsrs of the City of Adepa-¥le shall serve Fors term of fwo Jears
and one of the perssns elected by the Juarterly County Court, one of the persons slacted by
the Board of Comslissioners of the City of Haryville, and one of the persons elected by tha
Board of Commissioners of tha vity of Alcoa shall ssrve for a term of thres years.

At the expiration of the filrst terms of tha virst permansent Board of Direetors, in
the manner hersinabove sat out, the members to be selacted by the agencies abova Provided,
shall be slacted by such respoctive agenciss Ior a Lurm of thrca Jears aachi, In the avent of
a vacdgney In the Board of Directors supch vacancy shall be Pilled by the agency origiually.se-
lectinz such membars,

Bvideasce of ihe elaction of the memtgrs by tha diffarent agsncies as above provided,
shall be by certifled copy of a minute op resolutlon of such ageaclaes,

Within a coavenient tims aftsr the saelsction of the first permanent Board of Direct-
ors, such Hoard shall mest and elect a Fresident, Vieas President, Secretary and/or Traasurer,
8ll of wiicli, except the 3acralary and/or Treasursr, shall ba wembers of sald& Board, and the
sald Secratary and/or Treasurer may or may not be mambara of such Epard, and shall select
such other officers and/or agaat as way be provided for by the wylaws adopted by sald Board
of Yirectora, In all mgetlngs of sald DBoard a majority of tha members shall constltutes a
guorum for the transacticn of business, and the rasult of any vote shall ba detsrmined by the
vote of a wmajority of the votes cast, The regular mavtings and. spacial meetlngs of gza&id
Board of Directors shall ve held wisn, and in the manner providad by the bylaws, and the
Board of Jirectors shall keep u racord of all of its proceedings. ''he Board of Dirsctors
shall not at any time iocur aiky ubligations unleas the money for s uch expenditurss is eifhar
In the treasury or has beeu bona [ids pledged Tor such surposs. Thers shall be an annual
audit of the books ol the corporation by some recognizad and competent suditing firm, a copy
of whiehaudlt shall be furnished to the agencies selscting tha Board of Directors.

The general welfars of sociaty, notl individval profit, is tha object for which this
chartsr ls grantad, and hence nelther the directors wor Lha agencies selectling them ars

stoeltholders in the legal sense of the term, and no dividands or Brofits shall bs dividad

among tham.,



This charter may be modifiasd or amended, or ths carﬁoratlon may at any tims be wvolun-
tarily dissolved upon the alfirmativae vote of all the governmantal agencies selecting the
permenent Board of Dirsctors, which vote shall Le evidenced Ly resslution duly adogted by
all of such agencles,

A4 vioclation of aay of the provisions of this charter shall subject the corporation to
.dlssolution at the at the instance of the 3Stszts.

The means, assets, lncome or other property of the corporation abali net be employad
directly or indirectly for any other purpose whatevar Lhan tosccomplish the legitimate objects
of ita creation, and by no implication shall it possess the powsr to 1s:.us notas or currancy,
deal in currency, notss or coln, buy or ssll products, or engage 1ln any ind of trading
operaktion,

Wg, the undersigned, hereby apply to the State of Tennessea by wirtus of th% laws of
the lend for a Charter of Incorporation for the purposs and wauth {he powsra declersd in ths
foregoing instrument.

This 12th day of January, 1943,
Gaorge D. lioberts

A.D.Huddleston

J.0.Gamble

OuW. Bromfisl

V.J.Hultquist

Jas. W. King

J,T.Trotter

E.C.Brown -

Homer A, Goddard

STATE OF FLORIDA )
185,
COMMTY OF MANATEE )

Personally appsarsd befors me, the undersigned authority, J.T.Trottsr, who ack-
nowledgaed that he sexecuted the forepoing appliecation for Charter of Incorporation for tha
purpose thareln expressed.

Witness my beand and seal at office in Brudenton, Florida on this the 12th day of
January, 1946

Hslsn Shepard
(SEAL) Notary Public

My Commission expires sarch 20, 1948,

STaTH OF THINEISEE )
’ 53
BLOUAT COUMTY ]

Pearsonally appeared belora me, the undersigned authority, Gsorge D. Hobarts,
L4.D.Huddleston, J.C0.damble, O.W.Bruafiseld, V.J. Hultquist, James W. King, E.C. Brown and

Homar &. Goddard, wno aciknowledgad th.t they axecuted the l'orsgolng application for Charter

of Incorporation for the purposs thaerein sxpresaed.

Witnesa wy hand and seal at office in Maryvills, Tennsssee on this the Zlst

day of Januaary, 1946,
Billise H. White, Hotary Public

(SEAL)

My comuission expires July 15, 1946.

Recaived for record the #th day of Fevruary 1946 at 10:45 otelock A.M,
i . R.C.Parkina, Reglster



STATE OF TEHHESSER

DEFARTHENT OF STATE

I, JOE C. CaHA, Secratary of State of the 3tete of Tennesses, do 2sreby certify
- that the annedad Instrument with Ceptiflcats of Acknowledgment was Fisld in wmy offics and
recordad on the Zdénd day of January 1548 in Corporation Record Book WISCRLLAHEOUS 4-3 paca

In Testimony Thereof, I have hereunto subscribed my Official Signaturs and by ord:
_of tha Governor aftixed the Great Seal of the Styte of Teanessas at the Departwment in the (

of Hashville, this 22nd day of Jamary A.D. 1946,

Jog C. Carr
(SEAL) Sacrefary of State

Hecelved for record the 4th day of Fevruary 1946 =t 10:45 o'clock ALM.

R. C. Parkins, Register

Yy '.lJ'LDDJJ,eS{‘E'HunH?L __D.R.
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MARYVILLE, TE#:ERSE

AMENDMENT TO THE CHARTER OF INCORPORATION oF

BLOUNT MEMORIAL HOSPITAL, INCORPORATED

KNOW ALL MEN BY THESE PRESENTS THAT WHEREAS, at a
regular meeting of the Directors of BElount Memorizl Hospital,
Incorporated, held on the 23rd day of October, 1984, at Blount
Memorial Hospital in Maryville, Bleunt County, Tennesses, the
following resolution was adopted by affirmative vote of g

majority of the Directer of Blount Memorial Hospikal,

Incorporated, to-wit:

"RESOLUTION

BE IT RESOLVED by the Board -of Directors of Bleunt
Memorial Kespital, Incorperated, in regular session
assembled on this 23rd day of October, 1984, that the
Charter of Blount Memorial Hospital, Incorporatad,
be amended as follows:

That the following paragraph of the Charter of
Incorporatian af Blount Memorial Hospital,

Incorporated, be striken:

'At the expiration of the first terms of the
first permanent Board of Directors, in the
manner hareinabove set out, the members to be
selected by the agencies above provided, shall
be elected by such respective agencies for a
term of three years esach. 1In tha event of a
vacancy in the Board of Directors such vacancy
shall be £illed by the agency originally
selecting such membars. '

and that there be substituted in lieu thereof the
following:

'Bs the terms of the present Board of
Directors expire, the members of the Board of
Directors to be selected by the agencies above
provided shall be elected by such respective
agencies for a term of three (3} years each in
the manner hereinafter provided.

That in the event of a vacancy in the Board
of Directors, such vacancy shall be filled by
the agency originally selacting such member in
the manner hersinafter provided.

* All Directors of Blount Memorial Hosoital,
Incorporated, shall be nominzted by a Nominating
Committee as hereinafter desianated, which
nominations shall be made to the respective
electing bodies on or befores the 1st day of
January of each year,



In the event of a vacancy in the Board of
Directors, the Nominating Committee, as
hereinafter provided, shall nominake to the
respective electing bodies a4 Director to serve
the unexpired term and which nomination shall
be made within thirty (30) days after the
occurrence of the Vacancy.

each of the following organizations: Blount
County Medigal Soclety, the largest industrial
employer of Blount County, the largest labor
union in Bleunt County, Blount County Farm
Bureau; Blount County Chamber of Commerce; one
of the following financial institutions: First
Tennessee Bank, Maryville, First Federal
Savings & Loan Association of Maryville, Blount
National Bank of Maryville, Citizens Bank of
Blount County, and, American Fidelity Bank, or
the successor of any of said financial
institutions herein named, who shall serve a
term of one (1) year on a rotating hasis in the
order named. a1l mambers of the Nominating
Committee shall pe residents of Blount County,

Tennessee.

The President of the Board of Directors of
Blount Memorijal Hospital, Incorparated, shall
be the permanent Chairman of Ekhe Nominating
Committee and shall annually coanvena the
Nominating Committes for the purpose af making
nominations to tha faspective electing bodies
and shall also convens the Wominating Committee
to nominata any vacancies which may occur in
the Board of Directors of Blount Memorial
Hospital, Incorporated. The Chairman shall ba
obligated to convene Ehe Nominating Committes
into session upon the raquest of four (4) members
of the Nominating Committes.

In the event the Nominating Committea should
fail or refuse kg neminate a Director by the
time herein specifiad, the electing body shall
be Ffree to seleck and elect a Director by
nominations From tha floor or by nomination by
a standing Committee of tha electing body and
without reference to the Hominating Committee

herein created,

In the event the elacting body should decline
o elact the person nominated by the Veminating
Committee, the Nomipating Committes shall
imnediately be feconvened and shall submit a
New nomination to the electing body within
thirty (30) days after the pominea has been
turned down by khe alecting body.



All provisions of the original charter of
incorporation not inconsistent herewith shall
remain in full force and effect.’

BE IT FURTHER REEOLVED that the President and
Secretary of Blount Memarial Hospital, Incorporated,
are hereby authorized and directed to apply For and

obtain an amendment to the Charter of Incorporation
of Blount Memorial GHospital, Incorporated, as

hereinabove set out."

WHEREAS, the Charter of Blount Memorial Hospital,
Incorporated, provides that the charter may be amended upon -the
affirmative vote of all of the governmental agencies selecting
the permanent Board of Directors, which vote =hall be evidenced
by resolut.l_on duly adepted by all of such agencies; and

WHEREAS, the governmental agencies electing the
permanent Board of Directors are the Legislative Bedy of Blount
County, Tennessee, the City Council of the City of Haryville
and the City Commizsion of the City of Aleoa; and

WHEREAS, each governmental agency bhas adopted a
similar resolution to that hereinabove, as evidenced by certified
coples of the resolutions attached hereto of each of the
governmental agencies,

NOW THEREFORE, for and in consideration of the prepizes
and in accordance with the Board of Directors and the concurring
resolutions of all three of the governmental agencies electing
the permanent Board of Directors, we, the undersigned, do hereby
certify that we are the duly elected and constituted Preszident
of Blount Memorial Hospital,

and Secreatary, respectively,

Incorporated, and we Efurther certify that the reselution

hersinabove set out was duly and regularly passed by a majority
of the Board of Directors held on the 23rd day of October, 1984,
and we hereby apply to the State of Tennessee, pursuant to the

gensral laws the State, for an amendment to the Charter of

Incorporation of Blount Memorial Hespital, Incorporated, for the

o



purposes seb out and expressed in sald resolution hereinbefore

set out.
IN WITNESS WHEREOF, we have set our hands and seals

on the 23rd day of October, 1984,

President, Blount Memorial
Bospital, Incorporated

JI,‘._-'"' ST 1 R

i AT 2 R R
. Secretary, Blount Memarial
= Hospital, Incorporated

900 Wew Walland Highway
Maryville, Tennessee 37801
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KNOW ALL MEN BY THESE PRESENTS, TIHAT WHEREAQ, at a
regular meeting of the Board of Directors of Blount Memorial
Hospital, Incorporated, held on the 24th day of March, 1952, at
Blount Memorial Hospital in Maryville, Blount County, Tennessee,

the following resolution was adopted by the affirmative vote of

a majority of the Directors of Blount Memorial |Hospital,
Incorporated, to-wit:

"RESOLUTION

BE IT RESOLVED: by the Board of Directors of Blount
Memorial Hospital, ' Incorporated, in regular session
assembled on this the 24th day of March, 1992, that the
Charter of Blount Memorial llospital, Incorporated, be

amended as follows:

s

- By striking that portion of the first
paragraph of the Charter of Incorporation

appearing after the words
VBLOUNT MEMORIAL HOSPITAL, INCORFPORATED’'

and inserting in lieu thereof the followlng:
‘the principal office of which shall be in
Blount County, Tennessee, for the purpose of
leaging; operating and/or maintaining a
general non-profit hospital and associated and
related programs and facilities.’

AlY provisions of the original charter of
incorporation, as heretofore amended, not

inconsistent herewith shall remain in full
force and effect.

BE IT FURTHER RESOLVED that the Pre=zident and
Secretary of Blount Memorial Hospital, Incorporated, are
hereby authorized and directed to apply for and obtain
an amendment Lo the Charter of Incorporation of Blount
Memorial Hospital, Incorporated, as hereinabove get

out."
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h |2{ ’:Lw "MWHEREAS, the governmental ageﬁciea electing the
SEéEE?SEBgéﬁgﬁgKE Board of Directors are the Leglslative Body of Blount
County, Tennessee, the éity Council of the <City of Maryville,

and the City Commission of the City of Alcoa; and
WHEREAS, weach governmental agency has adopted a
Eimilér resolution to that heréinabove, as Evidenceg by
certified copies of the resolutions attached hereto of each of

the governmental agencie'ls.

| NOW THEREFORE, for and in consideration of the premises
and in accordance with the resolutlon of the Board of Directors
and - the concurring resolutions of all three of the governmental
agencies electing the permanent IBoard of Direﬁtors, we, the
undersigned, do hereby certify ﬁhat we are the’duly elected and
éunstituted President and Secretary, reépectively, of Blount
Memorial Hospital, Incorﬁorated, and we fdrther certify that the
resolution . hereinabove set out was duly and regularly passed by
a majority of the Board of'Directoré held on the 24th day of

March, 1992, and we hereby apply to the sState of ?ennessee,

pursuant to the genaral'laws of the State, for an amendment to
the . Charter of Incorporation of Blount '~Memorial Hospital,
Incorporated, for the purposes set out and expressed in said

resolution hereinbefore set out.

IN WITNESS WHEREOF, we have hereunto set our hands and

— - o A
seals on the .‘2 5 day of /’77/:.’(;:’}{-—- 1974,

G i

o President, Blount Memorial

Hospital, Incoiizi?geqi




BASS BERRY +SIMS.

G. Mark Mamantov

mmamantov@bassberry.com
(865) 521-0365

June 20, 2014

Mr. Randy Vineyard

Director of Accounts and Budgets
341 Courl Street

Maryville, Tennessee 37804

 Re: Blount Memorial Hospital

Déaar Randy:

Blounl County, Tennessee (the "Counly") issued its General Obligation Refunding Bonds, Series
2013A (the "Bonds") on December 9, 2013. Pursuart lo the resolulion authorizing the Bonds, the Counly
pledged the full faith and credit of the Counly to the repayment of the Bonds, and furlher provided thal the
Bonds are additionally payable from, bul nol secured by, revenues defived from the operalions of the

Biount Memorial Hospilal (the "Hospital Facilily").

Pursuant to Chapler 187 of 1945 Privale Acls of the Stale of Tennesses (the "Privale Act"), the
Counly was authorized by the State Legislature lo bulld, purchase, own and/or operate and maintain a
non-profit general hospilal. The Private Act gave the Counly the authority to own and operale the
hospital facility in one of three ways (1) to accept legal tifle to such hospital to be operaled by some non-
profil corporation organized for such purpose, (2) to own such hospital and turn over the maintenance
and operation thereof to such non-profit corporation or (3) to own maintain and operate such hospilal
under the supervislon of the Quarlerly County Court, The records from the period are not exaclly clear ag
to which option was chosen, however, the non-profit entity Blount Memorial Hospital, Inc. (the
"Corporation”) was crealed by filing of its charler (the "Charler") on January 22, 1946 for the purpose of
leasing, operaling and/or mainiaining a general non-profit hospital, .

The legal title to the primary land and Improvements bulldings comprising the Hospital Facility is
in the name of the Counly. From our conversations with officlals at the County and the Corporation and
wilh the law firm that represenis the Corporallon (and also was Involved in the Initial creation of the
Corporation in 1946), it appears that there Is not currently, and likely never has been, a formal, writien
agreement between the County and the Corporalion regarding the lease, maintenance or operation of the

Hospllal Facility.

In the absence of any formal agreement to the conlrary, and given that the Private Act designales
the Counly as the owner of the Hospilal Facility and the real property records reflect the same, we think
the best inlerpretation of the relalionship betwesn lhe County and the Corporation is that of principal and
agent. As such, our inlerprelation is that the Counly is the legal owner of the Hospital Facility and
therefore of the revenues generated by the Hospital Facility (the "Facility Revenues”) and, as permitted by
the Private Acl, the County has entrusted operalion, management and malntenance of lhe Hospital
Facilities to the Corporalion, but the County has not ceded ownership of the Hospital Facilily or the
Facility Revenues to the Corporation, nor do we see thal the County has the legal authority to do so.

=

1700 Riverviow Tower
500 8, Gay Sireel
Knoxvlile, TN 37802
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Consequenlly, the County does nol need lo have an agreement with the Corporalion 1o use the
Facility Revenues for repaymenl of the Bonds because lhe Facilily Revenues legally belong te the
County. In olher words, the Corporation could nol refuse lhe use the Facillly Revenues In the manner
directed by the Counly because the Corporalion is merely the agent of the Counly with respect to the

Hospital Facility and the Facility Revenues,

Sincerely,

/ &

G. Mark Mamanlov

GMM:ds
cc: Ms. Susan Gennoe (via e-mail — sgennce@blounitn.org)

132267338 1
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1700 Rivervlew Tower
8900 5. Gay Sireel
Knoxville, TN 37902
(B65) 521-8200

M EMORANDUM

TO: Ed Mitchell, County Mayor
Randy Vineyard, Director of Accounts and Budgets
FROM: G, Mark Mamantov
DATE: October 4, 2018
RE: Legal Issues Relating to Restructuring of General Obligation Refunding Bond,

Series 2013A

Blount County, Tennessee (the "County") issued its General Obligation Refunding Bond,
Series 2013A (the "Bond") on December 9, 2013. The Bond refinanced debt that was originally
incurred to finance improvements to Blount Memorial Hospital (the "Hospital"). The Bond was
originally purchased by JPMorgan Chase Bank ("JPMorgan") and is still held by a trust affilialed
with JPMorgan. Like most bonds of this type held by banks, the Bond is subject to mandatory
purchase, which is essentially the same as an early maturity date, on December 30, 2019. The
Bond is secured by a pledge of the full faith and credit of the County and is additionally payable
from, but not sccured by, revenues derived from the operations of the Hospital, The Bond bears
interest at a variable rate based upon LIBOR plus a "spread” tied to the County's public bond
rating. The County has assumed certain interest ratc swap agreements (the "Swap Agreements")
relating to the Bond that were originally entered into by a public building authority on behalf of
the County. The Swap Agreements may be terminated by the County, but the cost of terminating

the Swap Agreements remains substantial,

Blount Memorial Hospital, Inc. ("BMH"), a separate non-profit corporation, operates the
Hospital on behalf of the County. It is our understanding that the administration and board of
directors of BMH are exploring alternatives for refinancing the Bond in anticipation of the
mandatory purchase that is scheduled for next year, It is further our understanding that BMH has
proposed that the Bond be financed through debt incurred by BMH, and not the County, that
would be payable only from the revenues of the Hospital and that would not be secured by the
credit of the County. You have asked me to provide our analysis as to whether this was legally
permissible under Tennessee law and, if not, what alternatives were available to permit such a

financing.

The County was originally authorized to construct the Hospital pursuant to Chapter 187
of 1945 Private Acts of the State of Tennessee (the "Private Act"). Under the Private Act, the

bassberry.com
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County was authorized by the State Legislature to build, purchase, own and/or operate and
maintain a non-profit general hospital. The Private Act gave the County the authority to own
and operate the Hospital in one of three ways: (1) to accept legal title to the Hospital to be
operated by some non-profit corporation organized for such purpose, (2) to own the Hospital and
turn over the maintenance and operation thereof to such non-profit corporation or (3) to own,
maintain and operate the Hospital under the supervision of the Quarterly County Court (now
County Commission). We have never been able to locate any public records from the time [rame
when the Hospital was created that stipulated which alternative under the Private Act was chosen
by the County. We have spolen in the past with the lawyers that were involved with the creation
of the Hospital, and they also were unaware of any formal action taken to select an alternative, It
is clear, however, that BMH was formed in 1946 for the purpose of leasing, operating and/or
maintaining a general non-profit hospital and that BMH has been engaged with the operations of
the Hospital since that time. However, we have never been able to locate any formal, written
agreement between the County and the BMH regarding the lease, maintenance or operation of
the Hospital Facility. It is our understanding that legal title to the primary land and
improvements buildings comprising the Hospital has remained with the County, although it is
our understanding that recent ancillary facilities to the Hospital have been titled in the name of

BMH.

Given the lack of clarity as to the legal relationship of the County and BMH, our
interpretation of that legal relationship, as we have opined to the County in the past, is that the
County is the legal owner of the IHospital and that BMH is operating the Hospital as the County's
agent, As permitted by the Private Act, the County has entrusted operation, management and
maintenance of the Hospital Facilities to the Corporation, but the County has not ceded legal
ownership of the Hospital or revenues from the Hospital to BMH. Because of the lack of clarity
in this relationship, however, we have had both the County and BMH agree that Hospital
revenues would be applied to pay debt relating to the Hospital, including the Bond, in past

transactions.

It is important to note that if BMH was not acting as agent for the County and was
actually the owner of the Hospital and its revenues, the County would not have been able to yse
general obligation debt to finance improvements to the Hospital. The Tennessee Constitution
does not permit the County to guaranty the debt of a private entity, including a non-profit private
entity. Because we have always viewed BMH as a quasi-governmental, non-profit entity acting
under the Private Act as the manager, and not the owner, of the Hospital, we have been, and
would continue to be, comfortable with the issuance of general obligation debt by the County for

purposes relating to the Hospital.
It is my understanding that the County administration would be supportive of refinancing
the Bond in a manner that did not require the backing of such refinancing with the County's full

faith and credit. You asked me to summarize how such a refinancing could be accomplished
from a legal perspective. There are at least four ways to achieve this goal, which are discussed

below.
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The first approach, and the simplest to accomplish quickly, is for the County to issue
refunding debt that is only secured by the revenues of the Hospital. The County clearly has the
authority under existing State statutes to undertake this type of financing. If our firm acted as
bond counsel for this financing, we would require BMH to acknowledge and agree to the pledge
of the revenues to avoid any ambiguity as to whether the revenues have been properly pledged,
as we have required in the past. Because the debt would not be secured by the full faith and
credit of the County, the debt would likely bear a higher interest rate than debt secured by the
County's credit, but it is my understanding that BMH has obtained some preliminary quotes for
refinancing secured by the Hospital's revenues that are reasonable.

The second alternative would be to request the State Legislature to amend and restate the
Private Act in the next legislative session, The earliest this could be accomplished would likely
be March of next year, and it would take a concerted effort of the County and BMH, working
with your local legislators, to accomplish that goal. The Private Act could be amended and
restated so that BMH is essentially reconstituted as a hospital authority, and not just as a non-
profit operator, so that BMH would control the Hospital as a governmental instrumentality of the
County but could independently act, as to financing matters, separately from the County. Such
an amendment of the Private Act would need to be approved by County Commission. If such an
amendment to the Private Act was adopted, BMH, as reconstituted, would then have the legal
authority to refinance the Bond on its own without further County approval. There are other
hospital authorities in the State created by private act that could serve as a model for this

approach.

A third approach would be to request the State Legislature to amend the Metropolitan
Hospital Authority Act (Title 7, Chapter 57, Parts 1-4 of the Tennessee Code Annotated) to
permit a county with a population over 100,000 to form a hospital authority under general law.
At this point, this Act only permits counties with a city with a population in excess of 200,000 to
form such a hospital authority. This Act generally provides for the creation of an independent
hospital authority to own and operate a public hospital, which authority is governed by a board
of trustees. The existing board of directors of BMH could become the board of trustees of a new
hospital authority if the statutory amendments so provided. Under this general statute, the new
hospital authority would clearly have the legal right to issue revenue debt relating to the
Hospital. However, this Act, unless amended, still provides that such revenue debt would nead

to be approved by County Commission.

A fourth approach, which would not involve the County, is for BMH to retain other bond
counsel that would be willing to opine that BMH could refinance the Bond and pledge the
revenues of the Hospital to the payment of the debt without County Commission approval. It is
my understanding that BMH may be obtaining its own counsel to evaluate whether such an
approach is feasible. A plausible argument can be made that BMH has such legal authority
exists based upon the Private Act and the Private Hospital Authority Act of 1996 (Title 7,
Chapter 57, Part 6 of the Tennessee Code Annotated). However, the standard of practice for a
bond counsel firm to issue an opinion as to a matter such as this is for the firm to conclude that
the legal authority for such a bond financing exists beyond any reasonable doubt. Given the lack
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of clarity of the law in this arca, it would be difficult for a firm to render such an opinion, butif a
reputable firm is willing to render that opinion for BMH, then the County's involvement in the

refinancing would not be required.

It is also very important to note that any refinancing would need of the Bond would need
to address the status of the Swap Agreements. Under Tennessee's guidelines relating to interest
rate swap agreements, the Counly could not have an outstanding interest rate swap agreement
that was not directly related to outstanding debt of the County. Therefore, if the existing Bond
was refinanced through a separate hospital authority or directly by BMH (in other words, options
two through four discussed above), the County would no longer have any debt associated with
the Swap Agreements, so that approach would not be permissible. Theoretically, the Swap
Agreements could be assigned to and assumed by a hospital authority or BMS, but it is unlikely
that the swap counterparty would agree to such an approach given the difference in credit
strength between the County and an entity that just operated the hospital. So, in the second, third
and fourth options discussed above, the Swap Agreements would likely need to be terminated. If
the first approach was used, the Swap Agreements could remain in place, but the County would
remain liable for the payments under such Swap Agreements, and that liability would not be

limited to Hospital revenues.

The legal questions relating to the refinancing of the Bond highlight the need to clarify, in
any event, the legal relationship of the County and BMH. It is in both parties' best interest to
bring clarity to that legal relationship so that the Ilospital can operate effectively in an
increasingly competitive and regulated market. Addressing these issues will be very
complicated, as well as time consuming, but as the challenges of this potential refinancing
demonstrate, it would be best to resolve these matters ahead of time so that the legal status of the
Hospital does not create an impediment to financing and other business transactions..

GMM:hkf
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Series 2013A Debt Refinancing Alternatives

Series 20134 General Obligation Refunding Hospital Revenue Refun ding Bonds Hospital Revenue Refunding Bonds
Structure Bonds Alternative 1
Issuing Authority )

Future Issuing
Authority

Debt Security

Bank Provider

Bank Tenor

Bank Pricing

Debt Mix {with
swap)

POMNDER:,

Blount County

Blount County

Unlimited ad valorem taxes to be
levied on all taxable property in
the County; additionally payable

from, but not secured by,
operations of the Hospital

JP Morgan Chase
3 years
12/30/2019
67% of 1ImLIBOR + 43bps
Based on current rates: 1.98%

3% fixed / 76% syn fixed f219%
variable

*Not expected but may result

Blount County
(current Issuer)

Blount County

Gross Revenues of Hospital Pledge,
does not constitute debt of Blount
County

Pinnacle Bank

11 years
6/1/2029

Variable Rate: 70% of ImLIBOR +
95bps
Fixed Rate: 3.979%

Weighted avg based on current
rates: 2.97%

25% fixed / 71 syn fixed 0%
variahle

in revision of proposal from Pinnace Bank

Health, Educational, and Housing
Facility Board of the County of
Blount
{would need to be established)

Health, Educational, and Housing
Facility Board of the County of
Blount

Gross Revenues of Hospital Pledge,
does not constitute debt of Blount
County

Pinnacle Bank#*

11 years*
6/1/2029

Variable Rate: 70% of ImLIBOR +
S5bps*
Fixed Rate; 3.979*

Weighted avg based on current
rates: 2.97%

28% fixed / 71 syn fixed /0%
variable

o

reflects Series
2014 Structure

Alternative #2 is
possible
through newly
Create issuing
authority
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. . January 25, 2019
Donald Heinemann

Chief Executive Officer and Administrator
Blount Memorial Hospital

907 East Lamar Alexander Parkway
Maryville, Tennessee 37804

Re:  Legal relationship between Blount Memorial Hospital, Incorporated and
Blount County, Tennessee

Dear Mr. Heinemann:

. This letter is provided in response to your request that we review the legal relationship between
Blount Memorial Hospital, Incorporated (“Blount Memorial”) and Blount County, Tennessee, In
performing our work we have reviewed the corporate Charter of Blount Memorial and various amendments
to the corporate Charter. We have also reviewed information related to the resolutions and actions of the
Blount County Commission (originally known as the Quarterly County Cowt) in the formation of Blount
Memorial as well as a letter from Bass Berry & Sims dated June 20, 2014 and a memorandum from Bass

Berry & Sims dated October 4, 2018.

Backoround

We understand that the impetus for our review relates to questions raised by Blount County
regarding the County’s liability for certain bond debt supporting the operations of Blount Memorial. As
noted in the Bass Berry & Sims October 4, 2018 memorandum, we understand that Blount Memorial is
exploring options available to refinance a Series 2013A bond issue which has a mandatory purchase
obligation effective December 30, 2019. The 2013A Bonds were issued by Blount County and are secured
by a pledge of the full faith and credit of Blount County. We also understand that Blount County entered
into a swap agreement between with Deutsche Bank pursuant to which Blount County hedged its interest
rate risk under the 2013A Bonds, We further understand that Blount County has expressed interest in the
possibility that Blount Memorial would be able to refund this bond debt in a manner which would remove
the financial liability of Blount County. To that end, the Bass Berry & Sims memorandum dated October
4, 2018 identifies 4 possible approaches to achieving that goal.
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Analysis

Blount Memorial was created pursuant to a Private Act of the Tennessee Legislatute passed on
February 9, 1945, Pursuant to that Private Act, the State of Tennessee authorized Blount County to build,
purchase, and own/or operate a non-profit general hospital in one of three ways: (1) to accept legal title to
the hospital with the hospital to be operated by a non-profit organization organized specifically for that
puipose; (2) to own the hospital and turn over the maintenance and operation of the hospital to a non-profit
corporation organized specifically for that purpose; or (3) to own, maintain and operate the hospital under
the supervision of the County Commission. Attached is a copy of the Private Act under Tab 1.

The Blount Memorial Charter specifically authorizes the formation of the nonprofit corporation for
“the leaging, operating and/or maintaining of a general non-profit hospital.” We understand that there has
never been a formal lease agreement between Blount County and Blount Memorial. Accordingly, the
traditional landlord-tenant relationship does not exist. In this regard, we agree with Bass Berry & Sims’s
conclusion that the relationship between Blount County and Blount Memorial can be characterized as a
principal-agent relationship. Based upon the information which we have reviewed, it is our opinion that the
legal relationship between Blount County and Blount Memorial is pursuant to Option 2 under the Private
Act. In support of this opinion, we note the following:

1) Option 2 requires the creation of a non-profit organization organized specifically for
the purpose of operating and maintaining the hospital for the County. On January 7, 1946, the Quarterly
County Court adopted a Resolution approving the proposed corporate Charter for Blount Memorial. The
Blount Memorial Charter approved by the Quarterly County Cowt specifically states that the corporation is
formed for “the leasing, operating and/or maintaining of a general non-profit hospital.” Attached is a copy
of this Resolution under Tab 2.

(2)  Also on January 7, 1946, the Quarterly County Court adopted a resolution approving
the appropriation of $12,000 per year for period of five (5) years to support the operations of Blount
Memorial. Consistent with Option 2, this Resolution specifically states that “the County of Blount, the City
of Alcoa and the City of Maryville have agreed to operate and maintain said hospital through a non profit
corporation organized by said governmental agencies:...” Attached is a copy of this Resolution under Tab

3.

(3) The Blount Memorial Charter was signed on January 12, 1946, five (5) days after the
Resolutions were approved by the Quarterly County Court. One of the signers of the Charter was Geo. D.
Roberts, the Blount County Judge. The Charter was filed with the Tennessee Secretary of State on J anuary
22,1946, Attached is a copy of the Charter as originally filed in 1946 wnder Tab 4.

(4) The Jsmuary 7, 1946 Resolutions are part of Blount County’s official records as
certified by the Clerke of the County Court (See the County Clerk’s Certificate dated March 5, 1985

attached to each Resolution).
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(5)  Over a period of some 70 years, Blount County and the Cities of Maryville and Alcoa
have consistently recognized and reaffirmed Blount Memorial’s authority to operate and manage the
hospital without direct supervision by the County. On August 20, 1984, Blount County approved an
Amendment to Blount Memorial’s Charter regarding the election of members of Blount Memorial’s Roard
of Directors and the procedure for filling vacancies. The Cities of Maryville and Alcoa also approved this
Charter amendment and it was filed with the Ténnessee Secretary of State on October 24, 1984, Attached is
a copy of this Charter amendment which includes the approving Resolutions of Blount County, Maryville,

and Alcoa under Tab 5. :

On April 19, 1993, Blount County approved another amendment to Blount
Memorial’s Charter such that the stated purpose of the nonprofit corporation was expanded to read “... for
the purpose of leasing, operating and/or maintaining a general non-profit hospital and associated programs
and facilities.” (new language in italics). The Cities of Maryville and Alcoa also approved this Charter
amendment and it was filed with the Tennessee Secretary of State on May 27, 1993, Attached is a copy of
this Charter amendment which includes the approving Resolutions of Blount County, Maryville, and Alcoa

under Tab 6,

(7)  Option 2 specifically contemplates that the operation and maintenance of the hospital
will be “turned over” to, the non-profit corporation. We interpret “tumed over” to evidence a clear intention
to delegate authority and responsibility to Blount Memorial. Consistent with this delegation of authority
and responsibility, Blount Memorial has engaged in the full range of management, administrative and
operational activities including but not limited to the appointment and administration of physician medical
staff, the hiring of management and staff personnel, the implementation and administration of employee
benefit programs, federal and state regulatory compliance, financial accounting and reporting, contracts
with vendors and third party suppliers, the strueturing of payments and reimbursements with Medicare,
TermCare, and other governmental payor programs, the structuring of payments and reimbursements from
insurance companies and other non-governmental payor programs, and the management and acquisition of
real property, equipment and other property as needed for hospital services and operations.

(8) Consistent with its delegated authority and responsibility under Option 2, Blount
Memorial has invoked the Tennessee Governmental Tort Liability Act in defending itself from negligence
claims. Case law confirms the applicability of the Tennessee Governmental Tort Liability Act, T.C.A. 29-
20-101 ef seq., to protect and limit Blount Memorial’s liability in tort situations. The liability protections of
the Tennessee Governmental Tort Liability are only available to cities, counties and their instrumentalities,

) Blount Memorial is chartered as a nonprofit cotporation but has not obtained status as
a 501(c)(3) entity under the Internal Revenue Code. This is consistent with Blount Memorial’s status as a
quasi-governmental entity and an instrumentality of Blount County under Option 2 of the Private Act,

If there is a desire to explore a different legal structure between Blount County and Blount Memorial,
those discussions should involve the three governmental entities, Blount County, the City of Maryville, and
the City of Alcoa, as well as the Blount Memorial Board of Directors. The Blount Memorial Charter is
clear that major corporate governance decisions such as amendments to the Blount Memorial Charter or the
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dissolution of the corporation require the approval of all governmental entities and the approval of the
Blount Memorial Board of Directors.

Bond Financing Options

Based upon our research, we believe it is feasible for Blount Memorial to obtain tax-exempt bond
financing without invoking a general obligation liability of Blount County. Revenue bonds can be issued
by Blount County which are secured by a pledge of Blount Memorial’s revenues and assets but which do
not represent the general obligation of Blount County, While we would defer to bond counsel on these
issues, we believe that the County could act as the financing vehicle for Blount Memorial without making a
general obligation commitment of its taxing power and without undertaldng financial liability for the bond

debt.

The first refunding approach identified in the Bass Berry & Sims October 4, 2018 memorandum is
consistent with our assessment. Under that approach, Blount County would refinance the Series 2013A
Bonds by issuing revenue refunding bonds secured only by the revenues of Blount Memorial. Upon
completion of the refunding, the 2013A Bonds would be satisfied and Blount County would have no legal
liability for the payment of the 2019 bond issue. In addition, it is our understanding that Blount County’s
issuance of bonds under this approach would not require a settlement of, or trigger a termination of, the
swap contract previously undertaken in connection with the 2013A Bonds, thereby avoiding the payment of
a swap termination fee which we understand to be approximately $8.2 million at this time.

We will be glad fo discuss this further,

Very truly yours,

HUNTER, SMITH & DAVIS, LLP

=7 &Ww

William C. Argabrite

Enclosures as stated
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SENT VIA U.S. MAIL AND E-MAIL emitchell@blounttn.org rfrench@blounttn.org

The Honorable Ed Mitchell
Mayor of Blount County
341 Court Street
Maryville, TN 37804

The Honorable Ron French

Chairman

Blount County Board of Cammissioners
359 Court Street

Maryville, TN 37804-5906

Dear Mayor Mitchell and Commissioner French:

This letter is in response to the questions raised regarding the legal relationship
between Blount Memorial Hospital, Incorporated and Blount County as it relates to the
issuance of hospital bonds. We requested a comprehensive legal review and opinion
from attorney William C. Argabrite with the law firm of Hunter, Smith & Davis, LLP in
Kingsport, Tennessee. Please find enclosed his analysis and apinion letter as well as

attachments and supporting documents.
In summary, the enclosed legal opinion concludes:

1.) the legal relationship between Blount Memorial Hospital, Incorporated and Blount
County was properly authorized and clearly defined; and

2.) agrees with the Bass Berry & Sims recommendation that the County can refinance
the 2013A general obligation bonds by issuing revenue refunding bonds secured
only by the revenues of Blount Memorial, Upon completion of the refinancing of the
2013A bonds, Blount County and the taxpayers would have no legal liability for the
payment of the new 2019 revenue bond issue; and
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3.) If there is a desire to explore a different legal structure between Blount County and
Blount Memorial, those discussions should involve the three governmental entities,
Blount County, the City of Maryville, and the City of Alcoa, as well as
representatives of the Blount Memorial Board of Directors, since any Charter
change requires approval by these entities. It isn't practical that this process could
be completed prior to the deadline to refinance the 2013A bonds and should be

considered a separate matter.

In closing, | am available to meet at your convenience to discuss the enclosed
documents as well as discussing a plan for the refinancing of the 2013A Bonds which
are due to expire at the end of this year. As always, thank you for your service to our
community, and | look forward to meeting with you soon.

Best regards,

(

Don Heinemann
Chief Executive Officer

DH:cmm
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cc: Blount County Board of Commissioners
BMH Board of Directors
Rob Goddard, Esq.
G. Mark Mamantov, Esq.
Mayor Tom Taylor, Maryville
Greg McClain, City Manager of Maryville
Mayar Clint Abbott, Alcoa
Mark Johnson, City Manager of Alcoa
Senator Art Swann
Representative Bob Ramsey
Representative Jerome Moon
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