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i n

Judge Neil P. Olack
United States Bankruptcy Judge
Date Signed: July 7, 2014

The Order of the Court isset forth below. The docket reflects the date entered.

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF MISSISSIPPI

IN RE: CHAPTER 9
NATCHEZ REGIONAL MEDICAL CENTER CASE NO. 14-01048-NPO
ORDER APPROVING AMENDED MOTION FOR EXTENSION OF
FINAL ORDER FOR (1) OBTAINING CREDIT, (If) MODIFYING

AUTOMATIC STAY, AND (IITI) GRANTING POST-PETITION
LIENS THROUGH AND INCLUDING DECEMBER 31, 2014

THIS MATTER comes before the Court upon the Amended Motion for Extension of Final
Order for (i) Obtaining Credit, (ii) Modifying Automatic Stay, and (iii) Granting Post-Petition Liens
through and including December 31, 2014 [Dkt. No. 239] filed by Natchez Regional Medical Center
(“NRMC”). After reviewing the facts and considering the same, the Court finds that the Motion is
well-taken and should be granted. The Court does hereby find, order and adjudicate as follows:

L. That the Court has jurisdiction over this matter pursuant to 28 U.S.C. §§1334, 28, 157,
364, 362, 901, 928, Rule 4001 of the Federal Rules of Bankruptcy Procedure and other related code
sections and rules.

2. This matter is a core proceeding,

3. On March 26, 2014 (the “Petition Date”), NRMC filed with this Court its
Voluntary Petition (the “Petition”) for relief under Chapter 9 of Title 11, United States Code (the
“Bankruptcy Code”). NRMC remains in possession of its assets and properties.

4, The Debtor is a 179 bed hospital facility located in Natchez, Mississippi and

owned by Adams County, Mississippi (the “County™). It has operated since 1960 and its intent is
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to sell the hospital pursuant to Section 41-13-15 of the Mississippi Code of 1972, as amended,
and pay all of its creditors in full.

Statement of Relief Requested

5. NRMC is requesting authority to extend the terms and conditions of the Line of
Credit (the “LOC”) and the existing loan documents with United Mississippi Bank (“UMB”)
through December 31, 2014 to pay necessary operating expenses to protect the assets of the
estate in order to complete a sale of the hospital. The funds are to be used by NRMC according to
the attached 26 week cash flow Exhibit “A”. In the event NRMC uses collateral of UMB or
borrows post-petition funds, on the existing LOC, then UMB is to be granted a post-petition
continuing lien on its pre-petition collateral, including NRMC’s cash and accounts receivables,
DSH and UPL installment payments.

6. As of the Petition Date, NRMC is obligated to UMB, on a Revolving Loan Note,
originally dated August 5, 2008, renewed most recently on August 2, 2012 and supported by
draw notes renewed on December 12, 2013 in the amount of $3,000,000.00 and a draw note
renewed on January 17, 2014 in the amount of $875,000.00 for a total principal amount of
$3,875,000.00 (“UMB Note”). By agreement, the December 12, 2013 $3,000,000.00 draw note
is currently limited to $1,500,000.00. UMB was granted a lien pursuant to a Commercial Security
Agreement dated August 5, 2008 (“UMB Security Agreement”) renewed on August 2, 2012
and Assignments of Deposit Accounts renewed on the same date and August 8, 2012 and
perfected by the filing of a UCC-1 Financing Statement, dated August 8, 2008, with the
Mississippi Secretary of State’s Office (File No. 2008016780A) as amended by the filing of a
UCC-3 Financing Statement, dated February 19, 2013 (File No. 20130951703B)(collectively, the
“Financing Statements”). The principal, interest, costs, expenses, and other amounts owing

under the UMB Note are referred to herein collectively as the “Pre-Petition Indebtedness”.
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7. Computed as of June 10, 2014 NRMC admits and stipulates that it is indebted to
UMB in the aggregate amount of approximately $ 260,848.19 comprised of: unpaid principal and
interest NRMC believes that, as security for repayment of the Indebtedness, UMB holds valid,
perfected, and enforceable liens and security interests in the NRMC’s accounts, deposits,
accounts receivables, including DSH and UPL installment payments, as described in the UMB
Security Agreement and the Financing Statements. NRMC believes that UMB’s liens and
security interests include, among other things, first priority liens and security interests in
NRMC’s Accounts including Health Care Insurance Receivables, DSH and UPL installment
payments,

UMB Documents and Provisions:

a) Extension of existing Loan Documents (listed below) until December 31, 2014
and reinstitution of Sweep Agreement to pay down the LOC in accordance with NRMC’s past
practice and the Loan Documents in accordance with the terms of the letter agreement dated
March 21, 2014 which are incorporated in pertinent part herein (the “UMB Terms”)(which terms
control over any summary of said terms in this Order) and modifications set out in this Order.
All electronic payments will be deposited into the existing bank accounts.

The Loan Documents are as follows:

i) Base Promissory Note dated August 2, 2012 (renewal of Revolving Loan

Note dated August 5, 2008) supported by a draw note dated December 12, 2013, with the

original principal limit of $3,000,000.00 and a draw note in the amount of $875,000.00

dated January 17, 2014. Exhibit “B™!;

it) Renewal Business Loan Agreement, Commercial Security Agreement,
Assignment of Deposit Account dated August 2, 2012 and Assignment of Deposits
Account dated August 5, 2008. Exhibit “C”;

iiiy  Lockbox and Account Control Agreement dated August 5, 2008. Exhibit
“D”;

iv)  UCC-1 Financial Statement dated August 5, 2008 - Exhibit “E” and

! Exhibits B-K were attached to the Motion for Approval (Dkt. No. 69] and the Amended Motion [Dkt. Nos. 112
and 122] and are deemed incorporated.
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UCC-1 Financing Statement Amendment filed February 19, 2013.
V) Borrowing Base Certificate;*
vi)  Line of Credit Sweep Agreement;*

vii)  $875,000 Irrevocable Standby Letter of Credit No. 3(2008) dated August
5,2008 (the “Standby Letter of Credit);> * and

viii)  Standby Letter of Credit Reimbursement Agreement

* These United Mississippi Bank loan documents are voluminous and therefore are not
attached in full. A complete set of loan documents may be requested from counsel for United
Mississippi Bank by directing such request to Kristina M. Johnson, Esq. P.O. Box 427, Jackson,
Mississippi 39205-0427, 601-949-4785, kjohnson@joneswalker.com

b) The maximum amount to be advanced under the LOC is $1,500,000.00 through

December 31, 2014. The extension of the LOC after the Petition Date shall be referred to as the
“Post-Petition Indebtedness.”

c) NRMC will provide UMB a Borrowing Base Certificate every 2 weeks reflecting
services provided and logged by NRMC. The Borrowing Base Certificate shall be prepared by a
third party or submission of reliable evidence acceptable to UMB;

d) NRMC will implement immediately upon completion, the program currently
under design to drop account receivables every two weeks;

e) NRMC will provide UMB copies of monthly financial documents within fifteen
(15) days of month’s ends, along with a rolling twenty-six (26) week Cash Flow every week. The

UMB Terms control over any summary of said terms in this Order and are summarized for

convenience purposes only in Paragraph a) through e) of this Order;

2 The Standby Letter of Credit cutrently has an expiration date of august 4, 2014, which in accordance with its terms
shall be automatically extended for an additional one (1) year period unless UMB send notice to NRMC and the
Bond Trustee no less than ninety (90) days prior to its current expiration date. Neither NRMC, nor the Bond Trustee
have received such non-renewal notice and as such, the Standby Letter of Credit has been automatically renewed

4
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) NRMC is indebted to Regions Bank, as Trustee for bond indebtedness as follows
In 2006, the Mississippi Development Bank (the “Development Bank”) issued Special
Obligation Bonds, Series 2006 (Adams County, Mississippi Hospital Revenue Refunding and
Improvement Bond Project), dated September 28, 2006, in the original principal amount of
$18,075,000 and currently outstanding in the principal amount of $14,520,000
(the “2006 Bonds”)? for the purpose of purchasing the Adams County, Mississippi Hospital
Revenue Refunding Improvement Bond, Series 2006 (Natchez Regional Medical Center Project)
dated September 28, 2006 (the “County Bond”) in the original principal amount of $18,075,000
and currently outstanding in the principal amount of $14,520,000 issued pursuant to that certain
Trust Indenture dated September 1, 2006 (the “Original County Indenture”), by and between
the County, the Board of Trustees of NRMC and Regions Bank (“Bond Trustee”), as amended
by the First Supplement to Trust Indenture (the “First Supplement”) and collectively with the
Original County Indenture, (the “County and Hospital Indenture”) dated as of July 10, 2008.
The County and Hospital Indenture permits NRMC only to enter into certain financing
transactions and in July 2008, the County, NRMC and the Bond Trustee, with the consent
of the Development Bank and MBIA Insurance Corporation (the “Bond Insurer”), amended the
Original County Indenture by entering into the First Supplement to provide for, among other
things, certain revisions to the Original County Indenture, and to allow for the original LOC
with UMB and the Standby Letter of Credit.

g) In order to extend the LOC and comply with the terms and conditions of the

County and Hospital Indenture, NRMC has requested and the County has approved the UMB

until August 4, 2015,




Case 14-01048-NPO Doc 295 Filed 07/08/14 Entered 07/08/14 08:42:45 Desc Main
Document  Page 6 of 21

Terms - Exhibit “F”. Additionally, NRMC has requested the Development Bank and National
Public Finance Guarantee Corp. as the administrator of MBIA Insurance Corporation (the

National Public Finance Guarantee Corp. and the Bond Insurer to be collectively referred to
hereafter as the “Bond Insurer”) to approve the UMB Terms all in compliance with the County

and Hospital Indenture. The Creditors’ Committee of the Development Bank has approved the

UMB Terms subject to review of final loan documentation by Development Bank’s counsel and

the consent of the Bond Insurer - Exhibit “G”.

Bond Indebtedness Lien

8.  Asof March 23, 2014, NRMC admits and stipulates that it is indebted to the Bond
Trustee for the County Bond in the aggregate principal amount of $14,520,000. As security for
repayment of the 2006 Bonds and the County Bond, the Bond Trustee holds, as further described
in the Development Bank Indenture and the County and Hospital Indenture (and related
documents connected with the 2006 Bonds and County Bond issuances), among other things (a)
a valid, perfected and enforceable lien and security interest in the net revenues of NRMC, and in
all funds and accounts established under the County and Hospital Indenture and (b) an
irrevocable $875,000 Standby Letter of Credit, dated August 5, 2008, issued by UMB, (c) a
fully-funded debt service reserve fund (funded by the Development Bank under the Development
Bank Indenture, and not the property of the Debtor) held by the Bond Trustee, in the approximate
amount of $1,219,067.58; (d) a pledge by the County of 5 mil ad valorem tax on all taxable
property within the County pursuant to Section 41-13-25 of the Mississippi Code of 1972, as
amended from time to time; and (¢) an Intercept Agreement, pursuant to Section 31-25-27(13) of

the Mississippi Code of 1972, as amended from time to time, providing for the interception of
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homestead taxes (and any other monies that the County is entitled to receive from time to time

pursuant to any law and which is in possession of the Mississippi State Tax Commission or any

other state agency, department or commission created pursuant to State law) if certain events

occur (collectively, the “Trust Estate™). Payments of interest on the County Bond are due each

January 1 and July 1 and principal payment is due each July 1. Pursuant to the County and

Hospital Indenture, NRMC must make monthly payments consisting of one-sixth interest

payment and one-twelfth principal payment due and NRMC is current with these monthly

deposits.

Bond Indebtedness Documents and Provisions:

a)

b)

c)

d)

Trust Indenture dated September 1, 2006, by and between the County, the Board
of Trustees of NRMC and the Bond Trustee, as amended by the First Supplement
to Trust Indenture dated as of July 10, 2008 relating to the issuance of Adams
County, Mississippi Hospital Revenue Refunding Improvement Bond Series 2006
(Natchez Regional Medical Center Project) dated September 28, 2006 -Exhibit
“H”;

Indenture of Trust between the Development Bank and the Bond Trustee
regarding the Bonds - Exhibit “I”,

Intercept Agreement dated September 28, 2009 by and between the Development
Bank and the County - Exhibit “J”;

Amortization Schedule - Exhibit “K”;

Amount of Loan: $18,075,000.00 (Section 2.03 on page 11 of the Development Bank

Interest Rate:

Collateral:

Indenture - Exhibit “I”)

Varies by maturity of the Bonds - see the Amortization Schedule set forth
in Exhibit “K”).

Net revenues of NRMC, all funds and accounts established under the
County and Hospital Indenture, $875,000 Standby Letter of Credit, dated
August 5, 2008, issued by UMB, as further described in the County and
Hospital Indenture, a fully-funded debt service reserve fund (that was
funded by the Development Bank and is not the property of the Debtor)

7
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held by the Bond Trustee in the approximate amount of $1,219,043.18; a
pledge by the county of 5 mil ad valorem tax on all taxable property within
the County pursuant to Section 41-13-25 of the Mississippi Code of 1972,
as amended from time to time; and an Intercept Agreement, pursuant to
Section 31-25-27(13) of the Mississippi Code of 1972, as amended from
time to time providing for the interception of homestead taxes (and any
other monies that the County is entitled to receive from time to time
pursuant to any law and which is in possession of the Mississippi State
Tax Commission or any other State agency, department or commission
created pursuant to State law) if certain events occur.

The provisions of this Order shall remain in effect even if relief is denied by the

Court, specifically with respect to, but not limited to, any post-petition rights of UMB and

super-priority claims of UMB through December 31, 2014, In accordance with Rule 4001(c), the

nature and extent of the relief provided is as follows:

a)

b)

Extension of existing LOC and existing loan documents and continuation of
sweep mechanisms to pay down the LOC in accordance with past practice and the
loan documents. All electronic payments must be deposited into existing bank
accounts, but with a modified interest rate of 6.25% fixed, and all

protections provided herein (including specifically item (j) below) from the
maturity of the aforementioned extension until December 31, 2014, upon the
conditions set forth herein and in prior orders of this Court. UMB’s loan will be
paid from the sales proceeds and the liquidation of its collateral, the accounts
receivables. In the event that the DIP financing order period has expired before a
sale closing, access to the LOC shall cease but the cash and A/R protections,
sweep mechanism and replacement liens shall remain in place as a first and
superpriority lien under Section 364(d)(1) until the loan is paid in full at closing;

As a condition precedent to continue to fund the extension of credit hereunder and
specifically after September 15, 2014 through December 31, 2014, NRMC shall
provide UMB a signed Asset Purchase Agreement no later than September 15,
2014 unless UMB consents in writing (with a copy of said written consent to be
provided to all counsel to this order) to extend the September 15, 2014 deadline
for NRMC to provide the signed APA. In the event the funding by UMB
automatically ceases on September 15, 2014 due to the failure of NRMC to satisfy
this condition, all protections provided to UMB under this order and the Order
dated April 25, 2014 [Dkt. No. 137] shall survive in spite of no further funding
commitment by UMB as specifically provided by paragraph 9(a).

Holding maximum advanced under the LOC to $1,500,000.00 through receipt of
8
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