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AGENDA
BUDGET AND FINANCE COMMITTEE
October 26th, 2010

1:00 P. M.

1. Review and Discussion of FY 2010 Revenue for September, 2010 -
Rumpke

* PowerPoint Presentation - (pg 1-11)

2. Discussion on Default Remedies & MOU Relating to Bonding of the
Eastern State Hospital — Rumpke

 Eastern State Hospital Capital Funding Overview — (pg 12 — 17)

¢ Memorandum of Understanding Between the State & LFUCG -
(pg 18 - 28)

» Supplement to the Memorandum of Understanding — (29 - 36)

3. Update on Debt Management Policy
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MEMORANDUM OF UNDERSTANDING

This MEMORANDUM OF UNDERSTANDING (the "Memorandum") is made by and
among the FINANCE AND ADMINISTRATION CABINET (the "FAC") of the
Commonwealth of Kentucky (the "State"), the CABINET FOR HEALTH AND FAMILY
SERVICES ("CHFS") of the State and the LEXINGTON-FAYETTE URBAN COUNTY
GOVERNMENT (the "Lexington-Fayette Urban County Government") to memorialize their
understandings and intentions regarding the financing of the design and construction of a new
state mental health facility to replace Eastern State Hospital (the "Project”).

WHEREAS, House Bill 406, adopted by the General Assembly on April 2, 2008, signed
by the Governor on April 18, 2008 and currently in effect (the "Budget Bill"), authorized FAC
and CHFS to enter into an agreement with the Lexington-Fayette Urban County Government or
its public properties corporation to provide for the financing of the Project;

WHEREAS,; the Project will be owned by the State and operated by CHFS and located
within the boundaries of Lexington, Fayette County, Kenfucky;

WHEREAS, the Lexington-Fayette Urban County Government is willing to issue
obligations (the "Obligations”) in an aggregate principal amount not to exceed $140,000,000
(including capitalized interest and the other expenses necessary to finance the Obligations), from
time to time in one or more series, to provide for the financing of the Project;

WHEREAS, FAC, CHFS and the Lexington-Fayette Urban County Government intend
to coordinate their efforts to provide for the Project in the most cost effective manner;

WHEREAS, the parties are entering into this Memorandum in order to memorialize their
intentions and agreements with respect to the financing of the Project;

NOW, THEREFORE FAC, CHFS and the Lexington-Fayette Urban County
Government mutually agree as follows:

1. FINANCING PROVISIONS
A, Authorization.

FAC, CHFS and the Lexington-Fayette Urban County Government understand and agree
that the Project is authorized in the current Budget Bill (see relevant excerpt attached as Exhibit
A hereto) and the funding to repay the Obligations will be requested by CHFS in its bienmial
budget request for inclusion in the Executive Branch 2010-2012 Budget for consideration by the
2010 General Assembly of the State.

B. Estimated Project Costs.

The current Budget Bill authorizes Project costs of $129,005,000, excluding capitalized
interest and other expenses necessary to finance the Obligations.
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The Lenington-Fayette Urban County Government anticipates the issuance of the
Obligations in an aggregate principal amount not to exceed $140,000,000 (including capitalized
interest and the other expenses necessary to finance the Obligations), from time to time in one or
more series, to provide for the financing of the Project.

(o1 Proposed Structure.

FAC and CHFS hereby consent to the issuance of the Obligations by the Lexingion-
Fayette Urban County Government and the application of the proceeds of such Obligations for
the purpose of financing all or a portion of the Project. The use of the proceeds of the
Obligations will be administered by a paying agent/trustee on behalf of the Lexington-Fayette
Utban County Government. FAC and CHFS will submit requisitions to the Lexington-Fayette
Urban County Government and to such paying agent/trustee in order to pay the costs of the
Project from the proceeds of the Obligations.

The Lexington-Fayette Urban County Government shall have no financial responsibility
for any costs and expenses related to the Obligations issued to finance the Project. All such costs
and expenses shall be paid from the proceeds of such Obligations. In any event, the Lexington-
Fayette Urban County Government shall be reimbursed in full by FAC and/or CHFS for any
amounts paid by the Lexington-Fayette Urban County Government with respect to the
Obligations.

The financing is anficipated to consist of three phases.

15 Phase I - The Lexington-Fayette Urban County Government (or its public
properties corporation) currently anticipates issuing Obligations in the form of general
obligation bond anticipation notes in the approximate amount of $8,000,000 in calendar
year 2009 (or some other type of Obligation to be issued through its public properties

corporation) (the "2009 Obligations™) for design and other preliminary costs associated

with the Project.

The 2009 Obligations will be issued by the Lexington-Fayette Urban County
Government (or its public properties corporation) via competitive bid in a manner
determined and authorized by the Lexington-Fayette Urban County Government. The
2009 Obligations shall mature in approximately 397 days or as otherwise extended
pussuant to the terms of the purchase contract with respect to such 2009 Obligations. The
interest rates shall be market rates as of the date of sale of such 2009 Obligations.

FAC, CHFS and the Lexington-Fayette Urban County Government agree that all
costs associated with the 2009 Obligations, including payment of principal and interest,
will be provided for as follows: (i) interest on the 2009 Obligations may be capitalized
and (ii) at maturity, the principal amount of the 2009 Obligations will be either: (a)
refunded by (1) additional Obligations to be issucd by the Lexington-Fayette Urban
County Government or its public properties corporation or (2) obligations to be issued by

FAC through the State Property and Buildings Commission ("SPBC™): or (b) paid in full
by FAC and/or CHFS.
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2, Phase II - The Lexington-Fayette Urban County Government (or its public
properties corporation) currently anticipates issuing Obligations in the form of general
obligation bond anticipation notes in the approximate amount of $70,000,000 in calendar
year 2010 (or some other type of Obligation to be issued through its public properties
corporation) (the "2010 Obligations" and collectively with the 2009 Obligations and any
other Obligations issued in the form of general obligation bond anticipation notes, the
"Note Obligations") for the construction of the Project.

The 2010 Obligations will be issued by the Lexington-Fayette Urban County
Government (or its public properties corporation) via competitive bid in a manner
determined and authorized by the Lexington-Fayette Urban County Govemment. The
2010 Obligations shall mature in approximately 397 days or as or as otherwise extended
pursuant to the terms of the purchase contract with respect to such 2010 Obligations. The
interest rates shall be market rates as of the date of sale of such 2010 Obligations.

FAC, CHFS and the Lexington-Fayette Urban County Government agree that all
costs associated with the 2010 Obligations, including payment of principal and interest,
will be provided for as follows: (i) interest on the 2010 Obligations may be capitalized
and (ii) at maturity, the principal amount of the 2010 Obligations will be either: (a)
refunded by (1) additional Obligations to be issued by the Lexington-Fayette Urban
County Government or its public properties corporation or (2) obligations to be issued by
FAC through the State Property and Buildings Commission ("SPBC"); or (b) paid in full
by FAC and/or CHFS..

Phase I - Upon the completion and occupancy of the Project by CHFS, FAC,
CHFS and the Lexington-Fayette Urban County Government will enter into a ground
lease with respect to the lease of the real property and a lease agreement (the "Lease
Agreement"), providing for lease rental payments (the "Lease Payments") to be made by
CHFS to the Lexington-Fayette Urban County Government, subject to biennial
appropriation, in amounts sufficient to pay the principal and interest when due until
maturity on Obligations anticipated to be issued by the Lexington-Fayette Urban County
Government (or its public propertics corporation) in the form of revenue obligations (the
"Lease Revenue Obligations") in the approximate amount not to exceed $140,000,000
(including capitalized interest and the other expenses necessary to finance the
Obligations) in calendar year 2011. The proceeds of the Lease Revenue Obligations will
be used to pay the remainder of the Project costs and to refund the Note Obligations,

Upon the execution of the Lease Agreement by all parties, this Memorandum shall
terminate.

The Lease Revenue Obligations will be issued by the Lexington-Fayette Urban
County Government (or its public properties corporation) via competitive bid. The
interest rates shall be market rates as of the date of sale of such Lease Revenue
Obligations.

The parties agree that alternatively FAC may issue obligations for the permanent
financing of the Project through SPBC to pay off all outstanding amounts with respect to
the Note Obligations. Upon such an issuance of obligations through SPBC and the
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repayment of ali outstanding amounts with respect to the Note Obligations, this
Memorandum shall terminate.

D.  Financing Team,

The Lexington-Fayette Urban County Government has retained under existing
contractual arrangements Morgan Keegan & Company, Inc., as financial advisor, and Peck,
Shaffer & Williams LLP, as bond counsel, for the financing of the Project.

E. Records.

The Lexington-Fayette Urban County Government agrees it shall require the paying
agent/trustee to supply to FAC and CHFS a monthly accounting of all funds maintained with
respect to the Project. FAC and/or CHFS may review, at any time, any and all financial
documents with respect to the Project.

IL PROJECT

A. Project.

The Project consists of the design and construction of a new state mental health facility to
replace Eastern State Hospital to be located at the University of Kentucky's Coldstream Campus
on Newtown Pike in Lexington, Fayette County, Kentucky or another site in Fayette County,
Kentucky as agreed to by CHFS.

B. Procurement.

FAC on behalf of CHFS shall procure all architectural and construction services related
to the Project.

C.  General Responsibility for the Project.
Neither the Lexington-Fayette Urban County Government mor its public properties

corporation shall be responsible for any part of the design, conmstruction, operation or
maintenance of the Project.

D. Operation of the Project.

CHFS shall pay all operating costs of the Project, including lighting, heating and air
conditioning, electricity and other utilities, janitorial service, rent, property insurance, and
necessary maintenance, repair, and upkeep of the Project. In addition, CHFS shall be responsible
for obtaining all necessary governmental approvals, licenses, permits and consents and
compliance with all zoning laws and any other legal requirements.

II. TERM OF MEMORANDUM.

This Memorandum shall be effective on the _P_r day of m&l.l s , 2009 (the
"Effective Date"). This Memorandum will remain in full force and effect from the Effective
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Date until such time as it is terminated by any party upon ten (10) days' written notice to the
other parties hereto. Notwithstanding the foregoing, it is agreed that this Memorandurn may not
be terminated by any party during a period when any Obligations issued pursuant to the terms
hereof remain outstanding unless the parties hereto mutually agree in writing to the terms of such
termination.

This Memorandum shall terminate by its terms when (i) all outstanding amounts with
respect to the Obligations have been paid in full and the Obligations are no longer outstanding;
or (ii) the parties hereto have entered into a Lease Agreement providing for the payment by
CHFS of Lease Payments to the Lexington-Fayette Urban County Government, subject to
biennial appropriation, in amounts sufficient to pay the principal and interest when due until
maturity on the Lease Revenue Obligations anticipated to be issued by the Lexington-Fayette
Urban County Government.

IV.  APPLICABLE LAW.

All questions as to the execution, validity, interpretation, construction and performance of
this Memorandum shall be governed by the laws of the Commonwealth of Kentucky.
Furthermore, FAC, CHFS and the Lexington-Fayette Urban County Government agree that any
legal action which is brought on the basis of this Memorandum shall be filed in the Fayette
County Circuit Court of the Commonwealth of Kentucky or the Franklin County Circuit Court of
the Commonwealth of Kentucky.

V. AMENDMENTS.

This Memorandum may be amended by the parties as may be necessary. Any such
amendment must be made in writing and agreed to by each party.
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IN WITNESS WHEREOF, the parties have caused this Memorandum of Understanding
to be executed by their duly authorized officers as of B{h[ 23, 20009.

LEXINGTON-FAYETTE URBAN COUNTY
GOVERNMENT

- Mk St

}ﬁ Newberry
Mayor

Date: ﬁrpril 23 , 2009

Approved as to Form and Legality:

Name: DAvis 8Acs v
Title: /A roerty (MR
Department of Law

FINANCE AND ADMINISTRATION
CABINET OF THE COMMONWEALTH OF
KENTUCKY

(VL

fmGM MWlle
Tltle F\M\QL and_ A&i\‘m\iﬁ.ﬁm\

Date: AWI' 28 , 2009 Cobinat-
Approved as to Form and Legality: ’
)y
Name: & (Je¢ MosuEy
Title: Gomean Coupuset
Office of General Counsel
145165 PSW ICM/cab




Approvd as to Form and Legality:

CABINET FOR HEALTH ANP FAMILY
SERVICES OF THE COMMONWEALTH OF
KENTUCKY

B Wi DN,

ﬂQS@cvfb[v\VS

Date;: Lf/l-g/ , 2009

By: ’(w’y 63) ,& il 3

Namet ¥erry 15 Parve
T;llz: GMiQo\mS&\?d

Office of General Counsel

By: 4

John C. Merchant, Esg.

Peck, Shaffer & Williams LLP

Date: _/Ppril 23 2000
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08 RS HB 406/ENROLLED/VETOED IN PART

Other Funds 3,000,000 -0-
004. Instant Ticket Vending Machines |

Other Funds 2,000,060 -0-
005. ‘Network Storage and Associated Infrastructures
Other Funds 350,000 0
H. HEALTH AND FAMILY SERVICES CABINET
Budget Units 2008-09 200910

1. GENERAL ADMINISTRATION AND PROGRAM SUPPORT
001. Maintenance Pool ~ 2008-2010
Bond Funds 3,000,000 (-
2. MENTAL HEALTH AND MENTAL RETARDATION SERVICES
001. Fayette County - Lease
002. Franklm County - Lease
003. Construct Hazelwood Intermediate Care Facility for the Mentally
Retarded/Developmentally Disabled
Bond Funds 10,000,000 ' -0-
(1) Site Preparation: The Part 1, Operating Budget, for Mental
Health/Mental Retardation includes $400,000 in General Fund support in fiscal year
2008-2009 for site preparation of the Hazelwood ICF MR/DD as sst forth in Part I H., 4.,
(5), of this Act.
004. Construct Replacement of Eastern State Hospital
Other Funds 129,005,000 -0-
(1) Property Lease: The Finance and Administration Cabinet and the

Cabinet for Health and Faniily Services are authorized to execute a long-term lease with

Research Campus on Newtown Pike in Lexington, Kentucky for the sum of one doliar per
year for 39 yeats, on which to locate a new mental health facility to replace Eastern State

Page 140 of 247
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O8RS HBE 406/ENROLLED/VETOED IN PART

Hospital.

@ Financing, Design and Construction, and Lease-Rental Payments:
The Finance and Administration Cabinet is authorized to enter into an agreement with the
Lexington-Fayette Urban-County Government,” oF its public properties corporation, to
provide the financing for & new mental health facility to replace Eastern State Hospital.
The Finance and Administration Cabinet, on behalf of the Cabinet for Health and Family
Services, shall procure the design and construction of a new mental health facility to
replace Rastern State Hospital. The Cabinét for Health and Family Services is authorized
to make lease-rental payments 10 the Lexington-Fayetie Urban-County Government, or its
public properties corporation, upon the cabinet's occupancy of the new mental health
facility.

(3) Agreement Approval: Subsections (1) and (2) above are contingent
upon the execution and approval by the University. of Kentucky Board of Trustees, the
Secretary of the Finance and Administration Cabinet on behalf of the Cabinet for Health
and Family Services, and the Lexington-Fayette Urban-County Government, or its public
properties corporation, of all contractnal agreements required by subsections (1) and (2)
shove. The executed agreements shall be reported to the Interim Joint Committee on
Appropriations and Revenue and the Capital Projects and Bond Oversight Committee.

(4) Vacate Facilities: The Kent&éky Community and Technical College
Systern 15 _zmthorized to vacate the property on the cuent Bluegrass Community and

‘Technical College, Cooper Drive Campus, located in Lexington, Kentucky, as determined

and agreed to by the University of Kentucky and the Kentucky Community and Technical
College System. '

(5) Transfer of Existing Property: The Finance and Administration
Coabinet is authorized to transfer the state property known as Bastern State Hospital,
occupied by the Cabinot for Health and Family Services on West Fourth Street in
Lexington, Kentucky, to the Kentucky Community and Technical College System at an
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appropriate time consistent with the jrqlocaﬁon of the Cabinet for Health and Family
Services' programs from that property to the new mental health facility, as determined by
the Secretary of the Finance and Administration Cabinet.

(6) Project Status Repori: Within 90 days of the effective date of this Act,
the Finance and Admnnsh‘ahon Cabinet shall report the status of the Replacement of
Eastern State Hospital project to the Interim Joint Committee on Appropriations and

Revenue. Project status reports to the Interim Joint Committes on Appropriations and
Revenue shall be required every six months thereafier, until project completion,
4. DISABILITY DETERMINATION SERWbES
001. Franklin County - Lease
5. COMMUNITY BASED SERVICES
001. Brooklawn Child and Family Services
Bond Funds 2,000,000 -0-
(1) Permitted Uses: The above appropriation shall be used to purchase,

] ?«e 15 build, renovate, or make Improvements for residential housing of children who are in or
,g 16 have completed the treatment program,
4, 17 002. Boone County - Lease
18 003. Boyd County - Lease
19 004, Johnson Cdunl'y - Lease
20 005. Fayette County - Lease - Centre Patkway
21 006. Shelby County - Lease
22 007. Jefferson County - Lease
23 008. Payette County - I ease
24 009. Kenton County - Lease - Madison Avenue
25 010. Hardin County - Lease
‘ 26 011. Campbell County - Lease
4( 27 012. Warren Couaty - Lease
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FIRST SUPPLEMENT TO THE
MEMORANDUM OF UNDERSTANDING

This FIRST SUPPLEMENT TO THE MEMORANDUM OF UNDERSTANDING,
dated as of July § , 2010 (the "First Supplement") is made by and among the FINANCE AND
ADMINISTRATION CABINET (the "FAC") of the Commonwealth of Kentucky (the "State"),
the CABINET FOR HEALTH AND FAMILY SERVICES ("CHFS") of the State and the
LEXINGTON-FAYETTE URBAN COUNTY GOVERNMENT (the "Lexington-Fayette
Urban County Government") to amend and supplement the Memorandum of Understanding
dated as of April 28, 2009 (the "Memorandum of Understanding”) with respect to the financing

of the design and construction of a new state mental health facility to replace Eastemn State
Hospital (the "Project™). '

WHEREAS, the Memorandum of Understanding anticipated the financing of the Project
in three phrases with the final phase being the completion of the Project in calendar year 2011;

WHEREAS, it is currently anticipated that the completion of the Project will occur in
calendar year 2012;

WHEREAS, House Bill ! of the 2010 Extraordinary Session as adopted by the General
Assembly on May 28, 2010, signed by the Governor on June 4, 2010, which is to take effect on
July 1, 2010 (the "2010-2012 Budget Bill") authorizes CHFS to pay rental payments to the
Lexington-Fayette Urban County Government or its public properties corporation, pursuant to a
lease agreement, in the event the Project is occupied by CHFS during the 2010-2012 fiscal
biennium;

WHEREAS, this First Supplement allows for the Lexington-Fayette Urban County
Govemnment or its public properties corporation to issue obligations in calendar year 2011 or
2012 (the "Obligations") in a principal amount riot to exceed $140,000,000 (including capitalized
interest and the other expenses necessary to finance the Obligations), to provide financing for the
Project;

WHEREAS, this First Supplement provides for FAC, CHFS and the Lexington-Fayette

Urban County Govemnment to continue to coordinate their efforts to provide for the Project in the
most cost effective manner;

WHEREAS, the parties are entering into this First Supplement to amend and supplement
the Memorandum of Understanding in order to further memorialize their intentions and
agreements with respect to the financing of the Project;

NOW, THEREFORE FAC, CHFS and the Lexington-Fayette Urban County
Government mutually agree as follows:

L DEFINITIONS.

All terms which are defined in the Memorandum of Understanding shall have the same
meanings in this First Supplement, unless defined otherwise herein.
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FINANCING PROVISIONS

A.

amended to read as follows:

"A.  Authorization.

FAC, CHFS and the Lexington-Fayette Urban County Government
understand and agree that the Project and the associated rental payments are
authorized in the 2010-2012 Budget Bill (see relevant excerpt attached as Exhibit
A hereto) and the funding to repay the Obligations will be requested by CHFS in
its biennial budget request for inclusion in the Executive Branch 2012-2014
Budget for consideration by the 2012 General Assembly of the State."

Amendment to Section LB. Section LB. of the Memorandum of Understanding is
amended to read as follows:

'B. Estimated Project Costs.

The 2010-2012 Budget Bill authorizes Project costs of $129,005,000,
excluding capitalized interest and other expenses necessary to finance the
Obligations,

The Lexington-Fayette Urban County Government anticipates the
issuance of the Obligations in an aggregate principal amount not to exceed
$140,000,000 (including capitalized interest and the other expenses necessary to
finance the Obligations), from time to time in one or more series, to provide for
the financing of the Project.”

Amendment and Addition to Section LC.2. The description of "Phase III" in

Section L.C.2, of the Memorandum of Understanding is amended to read as
follows:

"Phase III - The Lexington-Fayette Urban County Government (or its
public properties corporation) curréntly anticipates issuing Obligations in the
form of general obligation bond anticipation notes in the approximate amount of
$140,000,000 in calendar year 2011 (or some other type of Obligation to be
issued through its public propertics corporation) (the "2011 Obligations” and
collectively with the 2010 Obligations and any other Obligations issued in the
form of general obligation bond anticipation notes, the "Note Obligations") for the
construction of the Project.

The 2011 Obligations will be issued by the Lexington-Fayette Urban
County Government (or its public properties corporation) via competitive bid in a
marmer determined and authorized by the Lexington-Fayette Urban County
Government. The 2011 Obligations shall mature in approximately 397 days or as
or as otherwise extended pursuant to the terms of the purchase contract with
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respect to such 2011 Obligations. The interest rates shall be market rates as of the
date of sale of such 2011 Obligations.

FAC, CHFS and the Lexington-Fayette Urban County Government agree
that all costs associated with the 2011 Obligations, including payment of principal
and interest, will be provided for as follows: (i) interest on the 2011 Obligations
may be capitalized and (i) at maturity, the principal amount of the 2011
Obligations will be refunded by additional Obligations to be issued by the

Lexington-Fayette Urban Counly Government or its public properties
corporation."

A description of "Phase IV" is hereby added to Section L.C.2. of the Memorandum
of Understanding as follows:

"Phase IV - Upon the completion and occupancy of the Project by CHFS,
FAC, CHFS and the Lexington-Fayette Urban County Government will enter into
a ground lease with respect to the lease of the real property and a lease agreement
(the "Lease Agreement”), providing for lease rental payments (the "Lease
Payments™) to be made by CHFS to the Lexington-Fayette Urban County
Govemment, subject to biennial appropriation, in amounts sufficient to pay the
principal and interest when due until maturity on Obligations anticipated to be
issued by the Lexingion-Fayette Urban County Government (or its public
properties corporation) in the form of revenue obligations (the "Lease Revenue
Obligations") in the approximate amount not to exceed $140,000,000 (including
capitalized interest and the other expenses necessary to finance the Obligations) in
calendar year 2012. The proceeds of the Lease Revenue Obligations will be used
to pay the remainder of the Project costs and to refund the Note Obligations.
Upon the execution of the Lease Agreement by all parties, this Memorandum and
the First Supplement shall terminate.

The Lease Revenue Obligations will be issued by the Lexington-Fayette
Urban County Govemnient (or its public properties corporation) via competitive
bid. The interest rates shall be market rates as of the date of sale of such Lease
Revenue Obligations.

The parties agree that alternatively FAC may request authorization in the
2012-2014 Executive Branch Budget to issue obligations for the permanent
financing of the Project through SPBC to pay off all outstanding amounts with
respect to the Note Obligations. Upon such an issuance of obligations through
SPBC and the repayment of all outstanding amounts with respect to the Note
Obligations, this Memorandum and the First Supplement shall terminate.”

IIl. TERM OF FIRST SUPPLEMENT.

This First Supplement shall be effective on the % day of July, 2010 (the "Effective

Date"). This First Supplement will remain in full force and effect from the Effective Date until
such time as it is terminated by any party upon ten (10) days' written notice to the other parties
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hereto. Notwithstanding the foregoing, it is agreed that this First Supplement and/or the
Memorandum of Understanding may not be terminated by any party during a period when any
Obligations issued pursuant to the terms hereof remain outstanding unless the parties hereto
mutually agree in writing to the terms of such termination,

This First Supplement shall terminate by its terms when (i) all outstanding amounts with
respect to the Obligations have been paid in full and the Obligations are no longer outstanding;
or (ii} the parties hercto have entered into a Lease Agreement providing for the payment by
CHFS of Lease Payments fo the Lexington-Fayette Urban County Government, subject to
biennial appropriation, in amounts sufficient to pay the principal and interest when due until
maturity on the Lease Revenue Obligations anticipated to be issued by the Lexington-Fayette
Urban County Government.

IV. MEMORANDUM OF UNDERSTANDING.

All other provisions of the Memorandum of Understanding shall remain in full force and
effect.
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IN WITNESS WHEREOF, the parties have caused this First Supplement to the

Memorandum of Understanding to be executed by their duly authorized officers as of July .
2010.

LEXINGTON-FAYETTE URBAN COUNTY

GOVERNMENT
By: B
Ijim Newberry
Mayor
Date: , 2010

Approved as to Form and Legality:

B £
By: C Ii; g il

Name: DA Vb BaRkFcas
Title: A goriey Senlor

Department of Law
FINANCE AND ADMINISTRATION
CABINET OF THE COMMONWEALTH OF
KENTUCKY
By:
Name:
Title:
Date: , 2010
Approved as to Form and Legality:
By: )
Name: =
Title: _
Office of General Counsel
158939 PSW ICM/cals
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IN WITNESS WHEREOF, the parties havé caused this First Supplement fo the
Memorandum of Understanding to be executed by their duly anthorized officers as of July

2010.
LEXINGTON-FAYETTE URBAN COUNTY
GOVERNMENT

By:

Jim Newberry
Mayor

Date: 2010

Approved as to Form and Legality:

By:

Name:
Title:
Department of Law

FINANCE AND ADMINISTRATION
CABINET OF THE COMMONWEALTH OF

KENTUCKY
Namé ( Jreenthars | f:ﬁ Ve
Title: ;ecaqu

pate: /& 200
Approw:d as to Form and Legality:

“Name: P#T/Q/C«k 4 55{

Tltle
Ofﬁce f General Counse]
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D g

Approved as to Form and Legality:

- G S .

CABINET FOR HEALTH AND FAMILY
SERVICES OF THE COMMONWEALTH OF
KENTUCKY

itle:

Date:%% ffz , 2010

"Name:  Qorions . Shies v
Title:  Depoin bimenat (ovavd
Office of General Counsel

Document Prepared By:

[Pl t—

~ Jol ohn C Merchant, Esaq.

Date: July _, 2010
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EXHIBIT A
EXCERPTS FROM 2010-2012 BUPGET BILL

(House Bill 1 of the 2010 Extraordinary Session as adopted by the General Assembly on
May 28, 2010, signed by the Governor on June 4,2010)

4)  Replacement of Eastern State Hospital: The Commonweslth recognizes the
statutory role of community mental health/mental retardation boards in providing mental health
and mental retardation services across the Commonwealth. Notwithstanding any other provision
of law to the contrary, the Secretary of the Cabinet for Health and Family Services shall solicit a
proposal from the Bluegrass Regional Mental Health and Mental Retardation (MH/MR) Board,

Inc. to operate a new Eastern State Facility constructed to replace the existing Fastern State
Hospital facility.

Notwithstanding any other provision of taw to the confrary, upon a finding by the
Secretary that the proposal meets programmatic requirements for the anticipated population and
its needs and upon a further finding that the financial provisions are satisfactory, the cabinet may
enter into a contractual arrangement with Bluegrass Regional MH/MR Board, Inc. to operate the
facility without soliciting competing proposals.

()  Rental Payments: If the new mental health facility to replace Eastern State
Hospital as authorized in this Act is oceupied by the Cabinet for Health and Family Services
during the 2010-2012 fiscal biennium, all associated rental payments shall be deemed a
necessary government expense and shall be paid from the General Fund Surplus Account (KRS
48.700) or the Budget Reserve Trust Fund Account (KRS 48.705), subject to the conditions and
procedures provided in this Act.

From: Part I Operating Budget — G. Health and Family Services Cabinet - 4. Behavioral Heaglth, Developmental
and Intellectual Disabilities — (4) and (5).

bt T R R

001. Eastern State Hospital Replacement

Other Funds $129,005,000 -0-

(1)  Property Lease: The Finance and Administration Cabinet and the Cabinet for
Health and Family Services are authorized to execute a Jong-term lease with the University of
Kentucky for property at the University of Kentucky's Coldstream Research Campus on
Newtown Pike in Lexington, Kentucky for the sum of one dollar per year for 99 years, on which
to locate a new mental health facility to replace Eastern State Hospital.

(2)  Financing, Design and Construction, and Lease-Rental Payments: The
Finance and Administration Cabinet is authorized to enter into an agreement with the Lexington-
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