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BUSINESS ASSOCIATE AGREEMENT 
WINNIE-STOWELL HOSPITAL DISTRICT AND WINNIE-STOWELL VOLUNTEER EMS 

 
This Business Associate Agreement (“BA Agreement”), effective April 19, 2017 (the 
“Effective Date”), is entered into by and between Winnie-Stowell EMS (“Business 
Associate”) and Winnie-Stowell Hospital District as agent for and on behalf of its 
affiliates which are covered entities (collectively, “Covered Entity”).  
 

RECITALS 
 
A. Business Associate and Covered Entity are engaged in a business relationship 
whereby Covered Entity obtains from Business Associate, and Business Associate 
provides to Covered Entity, certain healthcare services, namely emergency medical 
services to the Covered Entity’s indigent client’s (“Business Relationship”); 
 
B. As part of this Business Relationship, Business Associate performs or assists in 
performing a function or activity on behalf of Covered Entity that involves the use and/or 
disclosure of Protected Health Information (as defined in 45 C.F.R. 160.103). 
 
C. The parties desire to enter into this BA Agreement regarding the use and/or 
disclosure of Protected Health Information as required by the Health Insurance 
Portability and Accountability Act of 1996 (“HIPAA”), the Standards for Privacy of 
Individually Identifiable Health Information (the “Privacy Rule”) and the Standards for 
Security of Electronic Protected Health Information (the “Security Rule”) promulgated 
thereunder, and the Health Information Technology for Economic and Clinical Health 
Act (Division A, Title XIII and Division B, Title IV, of the American Recovery and 
Reinvestment Act of 2009, Pub. L. 111-5) (the “HITECH Act”), and the regulations 
implementing the HITECH Act. 
 
 NOW, THEREFORE, for and in consideration of the representations, warranties 
and covenants contained herein, and other good and valuable consideration, the receipt 
and sufficiency of which is hereby acknowledged, the parties hereto agree as follows: 
 

AGREEMENT 
 
1. Terms Used.  Terms used but not otherwise defined in this BA Agreement shall 
have the same meaning given to such terms in HIPAA, the HITECH Act, or any 
implementing regulations promulgated thereunder, including but not limited to the 
Privacy Rule and the Security Rule.  For the avoidance of doubt, the term Protected 
Health Information shall include Electronic Protected Health Information. 

2. Permitted Uses and Disclosures of Protected Health Information.  Except as 
otherwise limited in the Business Relationship or this BA Agreement, Business Associate 
may use and/or disclose Protected Health Information to perform the functions, activities, 
or services for or on behalf of Covered Entity as specified in the Business Relationship 
provided that such use and/or disclosure (a) would not violate the Privacy Rule or 
Security Rule if done by Covered Entity, (b) is reasonably limited to the minimum 
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necessary information to accomplish the intended purpose of the use or disclosure, (c) is 
in compliance with each applicable requirement of 45 C.F.R. § 164.504(e), and (d) is in 
compliance with the HITECH Act and its implementing regulations.  All other uses 
and/or disclosures not authorized by the Business Relationship or this BA Agreement are 
prohibited.   

3. Responsibilities of Business Associate with Respect to Protected Health 
Information.  With regard to the use and/or disclosure of Protected Health Information, 
Business Associate hereby agrees: 

a. not to use and/or disclose Protected Health Information other than as 
permitted or required by the Business Relationship or this BA Agreement or as Required 
By Law; 

b. to use appropriate safeguards to prevent the use and/or disclosure of 
Protected Health Information other than as provided for by the Business Relationship or 
this BA Agreement; 

c. to comply with the Security Rule provisions set forth in 45 C.F.R. Part 
164, Subpart C, including provisions relating to Security Standards General Rules (45 
C.F.R. § 164.306), Administrative Safeguards (45 C.F.R. § 164.308), Physical 
Safeguards (45 C.F.R. § 164.310), Technical Safeguards (45 C.F.R. § 164.312), 
Organizational Requirements (45 C.F.R. §164.314) and Policies and Documentation (45 
C.F.R. § 164.316), and to implement administrative, physical, and technical safeguards 
that reasonably and appropriately protect the confidentiality, integrity, and availability of 
the Electronic Protected Health Information which Business Associate creates, receives, 
maintains, or transmits on behalf of Covered Entity;  

d. to report to Covered Entity any Security Incident or potential Breach of 
Unsecured Protected Health Information of which it becomes aware, in the following 
times and manners: 

(1) any actual, successful Security Incident shall be reported to 
Covered Entity in writing within two (2) business days of Business Associate’s discovery 
of such actual, successful Security Incident; 

(2) any attempted, unsuccessful Security Incident of which Business 
Associate becomes aware shall be reported to Covered Entity in writing, on a reasonable 
basis at the written request of Covered Entity but in no event more often than on a 
quarterly basis; and 

(3) any potential Breach of Unsecured Protected Health Information 
shall be reported to Covered Entity in writing within two (2) business days of Business 
Associate’s discovery of such potential Breach of Unsecured Protected Health 
Information, 

and (in any case) any such report shall include the identification of each Individual whose 
Unsecured Protected Health Information has been, or is reasonably believed by Business 



 

 
HIPAA Business Associate Agreement  Page 3 of 8 
212273v1 667-1000 

Associate to have been, accessed, acquired, used or disclosed during any such Security 
Incident or potential Breach, together with such other information regarding the Security 
Incident or potential Breach as is known to Business Associate at the time such report is 
made (such as the type of Protected Health Information involved in the event, the nature 
of the information accessed, acquired or disclosed, etc.) or promptly thereafter as such 
other information becomes available;  

e. to notify Covered Entity in writing within two (2) business days of any use 
and/or disclosure of Protected Health Information that is not provided for by the Business 
Relationship or this BA Agreement;  

f. to mitigate, to the extent practicable, any harmful effect that is known to 
Business Associate of a use or disclosure of Protected Health Information by Business 
Associate in violation of the requirements of this BA Agreement or by its subcontractor 
or agent in violation of the agreement described in Section 3.h., or as the result of any 
Security Incident or potential Breach, using mitigation actions that are disclosed to 
Covered Entity in advance and authorized by Covered Entity, all at the sole cost and 
expense of Business Associate;   

g. to work cooperatively with Covered Entity in connection with Covered 
Entity’s investigation of any potential Breach and in connection with any notices Covered 
Entity determines are required as a result, and to refrain from giving any notice itself 
unless Covered Entity expressly agrees in advance and in writing to Business Associate 
giving notice and to the form, content and method of delivery of such notice, all at the 
sole cost and expense of Business Associate; 

h. to ensure that all subcontractors and agents that create, receive, maintain 
or transmit Protected Health Information on behalf of Business Associate agree in writing 
to substantially the same restrictions and conditions that apply to Business Associate with 
respect to such Protected Health Information; 

i. to provide access (at the request of, and in the time and manner reasonably 
designated by, Covered Entity) to Protected Health Information in a Designated Record 
Set to Covered Entity or, as directed by Covered Entity, to an Individual in order to meet 
the requirements under 45 C.F.R. § 164.524 (this provision shall be applicable only if 
Business Associate has Protected Health Information in a Designated Record Set) and to 
notify Covered Entity of any requests for access it receives from an Individual within two 
(2) business days of receipt;  

j. to make any amendment(s) (at the request of, and in the time and manner 
reasonably designated by, Covered Entity) to Protected Health Information in a 
Designated Record Set that Covered Entity directs pursuant to 45 C.F.R. § 164.526 (this 
provision shall be applicable only if Business Associate has Protected Health Information 
in a Designated Record Set) and to notify Covered Entity of any amendment requests it 
receives from an Individual within two (2) business days of receipt; 
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k. to document such disclosures of Protected Health Information and 
information related to such disclosures as would be required for Covered Entity to 
respond to a request by an Individual for an accounting of disclosures of Protected Health 
Information in accordance with 45 C.F.R. § 164.528; 

l. to provide to Covered Entity, in a time and manner reasonably designated 
by Covered Entity, information collected in accordance with Section 3.k. of this BA 
Agreement, to permit Covered Entity to respond to a request by an Individual for an 
accounting of disclosures of Protected Health Information in accordance with 45 C.F.R. 
§ 164.528 (and HITECH Act § 13405(c) when such requirements are effective as to 
Covered Entity); 

m. to the extent Business Associate is to carry out an obligation of Covered 
Entity under the Privacy Rule provisions set forth at 45 C.F.R. Part 164, Subpart E (any 
such obligation to be carried out only when so directed by Covered Entity pursuant to the 
Business Relationship or this BA Agreement), to comply with the requirements of the 
Privacy Rule that apply to Covered Entity in the performance of such obligation; 

n. to make its internal practices, books, and records relating to the use and/or 
disclosure of Protected Health Information received from, or created or received by 
Business Associate on behalf of, Covered Entity available to Covered Entity, or at the 
request of Covered Entity, to the Secretary of the Department of Health and Human 
Services or his/her designee, in a time and manner designated by Covered Entity or the 
Secretary, for purposes of determining Covered Entity’s and/or Business Associate’s 
compliance with the Privacy Rule and/or Security Rule; and 

o. if Business Associate knows of a pattern of activity or practice by its 
subcontractor or agent that constitutes a material breach or violation of Business 
Associate’s obligations under this BA Agreement or of the agreement described in 
Section 3.h. of this BA Agreement, (i) to give written notice of such pattern or practice to 
Covered Entity within two (2) business days of its discovery; (ii) to take reasonable steps 
to cure the breach or end the violation; and (iii) if Business Associate determines that 
such steps appear to have been unsuccessful, to promptly terminate the subcontractor’s or 
agent’s creation, receipt, maintenance, or transmittal of Protected Health Information on 
behalf of Business Associate and to give Covered Entity written notice of such 
determination and termination.  

4. Responsibilities of Covered Entity with Respect to Protected Health Information.  
If deemed applicable by Covered Entity, Covered Entity shall: 

a. provide Business Associate with the notice of privacy practices that 
Covered Entity produces in accordance with 45 C.F.R. 164.520 as well as any changes to 
such notice; 

b. notify Business Associate in writing of any change in, or revocation of, 
permission by Individual to the use and/or disclosure of Protected Health Information, if 
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such changes affect Business Associate’s permitted or required uses and/or disclosures; 
and 

c. notify Business Associate in writing of any restriction to the use and/or 
disclosure of Protected Health Information that Covered Entity has agreed to in 
accordance with 45 C.F.R. 164.522. 

5. Specific Use and Disclosure by Business Associate.  Except as otherwise limited 
in the Business Relationship and this BA Agreement, Business Associate may: 

a. use Protected Health Information for the proper management and 
administration of Business Associate or to carry out the legal responsibilities of Business 
Associate; 

b. disclose Protected Health Information for the proper management and 
administration of Business Associate, provided that the disclosures are Required By Law, 
or Business Associate obtains reasonable assurances from the person to whom Protected 
Health Information is disclosed that it will remain confidential and be used or further 
disclosed only as Required by Law or for the purpose for which it was disclosed to the 
person, and the person notifies the Business Associate of any instances of which it is 
aware in which the confidentiality of Protected Health Information has been breached; 
and 

c. use Protected Health Information to provide Data Aggregation services to 
Covered Entity as permitted by 42 C.F.R. 164.504(e)(2)(i)(B). 

6. Term and Termination.   

a. Term.  The Term of this BA Agreement shall be effective as of the 
Effective Date and shall terminate when all of the Protected Health Information provided 
by Covered Entity to Business Associate, or created or received by Business Associate on 
behalf of Covered Entity, is destroyed or returned to Covered Entity, or, if it is infeasible 
to return or destroy Protected Health Information, protections are extended to such 
Protected Health Information, in accordance with Section 6.c. below. 

b. Termination for Cause.  Covered Entity may immediately terminate the 
Business Relationship and/or this BA Agreement if Covered Entity determines that 
Business Associate has breached a material term of this BA Agreement. 

c. Effect of Termination.  

(1) Except as provided in paragraph (2) of this Section 6.c., upon 
termination of the Business Relationship and/or this BA Agreement, for any reason, 
Business Associate shall return or destroy all Protected Health Information received from 
Covered Entity, or created or received by Business Associate on behalf of Covered 
Entity.  This Section 6.c.(1) shall apply to Protected Health Information that is in the 
possession of subcontractors or agents of Business Associate.  Business Associate shall 
retain no copies of the Protected Health Information. 
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(2) In the event that Business Associate determines that returning or 
destroying the Protected Health Information is infeasible, Business Associate shall 
provide in writing to Covered Entity notification of the conditions that make return or 
destruction infeasible.  Upon mutual written agreement of the Parties that return or 
destruction of Protected Health Information is infeasible, Business Associate shall extend 
the protections of this BA Agreement to such Protected Health Information and limit 
further uses and disclosures of such Protected Health Information to those purposes that 
make the return or destruction infeasible, for so long as Business Associate maintains 
such Protected Health Information. 

7. Indemnification.  To the extent allowed by law, Business Associate agrees to 
indemnify and hold harmless Covered Entity and its affiliates and their respective current 
and former officers, directors, members, employees and agents (collectively, 
“Indemnitees”), from and against any liability, claim, action, loss, cost, damage or 
expense (including reasonable fees of attorneys and experts) incurred or suffered by 
Indemnitees, to the extent that such liability, claim, action, loss, cost, damage, expense or 
fee is attributable to or incurred as a result of an unauthorized use or disclosure of 
Protected Health Information by Business Associate or its subcontractor or agent; an 
acquisition, access, use, or disclosure, by Business Associate or its subcontractor or 
agent, that constitutes a Breach or Security Incident; any breach of this BA Agreement by 
Business Associate; or any breach of the agreement described in Section 3.h. of this BA 
Agreement by Business Associate’s subcontractor or agent. 

8. Miscellaneous. 

a. Application and Incorporation.  As of the Effective Date, this BA 
Agreement supersedes any preexisting business associate agreement between the parties 
and automatically amends any preexisting contract or relationship — written or 
unwritten, formal or informal — between Business Associate and Covered Entity, and 
this BA Agreement does and will apply to, and be deemed incorporated into, all present 
and future contracts and relationships — written or unwritten, formal or informal — 
between Business Associate (including its officers, directors, employees, independent 
contractors, and agents) and Covered Entity regardless of any specific reference to this 
BA Agreement or lack thereof. 

b. Amendment.  The Parties agree to take such action as is necessary to 
amend this BA Agreement from time to time as is necessary for Covered Entity and 
Business Associate to comply with the requirements of the Privacy Rule, the Security 
Rule, HIPAA, the HITECH Act and its implementing regulations.  Notwithstanding the 
forgoing, if Covered Entity and Business Associate have not amended this BA 
Agreement to address a law or final regulation that becomes effective after the Effective 
Date and that is applicable to this BA Agreement, then upon the effective date of such 
law or regulation (or any portion thereof) this BA Agreement shall be amended 
automatically and deemed to incorporate such new or revised provisions as are necessary 
for this BA Agreement to be consistent with such law or regulation and for Covered 
Entity and Business Associate to be and remain in compliance with all applicable laws 
and regulations.  Except as provided in this Section 8.b., no amendment to this BA 
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Agreement shall be effective unless it is in writing and signed on behalf of Covered 
Entity and Business Associate. 

c. Survival.  The respective rights and obligations of Business Associate 
under Section 6.c. of this BA Agreement shall survive the termination of the Business 
Relationship and/or this BA Agreement.  Sections 7 and 8 shall also survive the 
termination of the Business Relationship and/or this BA Agreement. 

d. Regulatory and Statutory References.  Any reference in this BA 
Agreement to a section of HIPAA, the Privacy Rule, the Security Rule, the HITECH Act, 
or any other regulations implementing HIPAA or the HITECH Act, shall mean such 
regulation or statute as in effect at the time of execution of this BA Agreement or, if and 
to the extent applicable, as subsequently updated, amended or revised. 

e. Interpretation.  Any conflict, inconsistency or ambiguity in or between this 
BA Agreement and HIPAA or the HITECH Act shall be resolved in favor of a meaning 
that permits Covered Entity to comply with HIPAA and the HITECH Act and any 
implementing regulations promulgated thereunder, including but not limited to the 
Privacy Rule and the Security Rule.  Any conflict, inconsistency or ambiguity between 
this BA Agreement and any other contract between Business Associate and Covered 
Entity shall be resolved in favor of this BA Agreement. 

f. No Third Party Beneficiary.  Nothing in this BA Agreement is intended, 
nor shall be deemed, to confer any benefits on any third party. 

g. Notices.  Notwithstanding anything to the contrary in any document 
describing the Business Relationship, notices under this BA Agreement shall be sufficient 
only if in writing and personally delivered, delivered by a major commercial rapid 
delivery courier service, or mailed by certified or registered mail, postage prepaid and 
return receipt requested, to a party at the address set forth below or as amended by notice 
pursuant to this subsection. 

If to Covered Entity: 

Winnie Stowell Hospital District 
Attn:  Mrs. Sherrie Norris 
 P. O. Box 1997 
 Winnie, Texas 77665 
 e-mail: Sherrie@wshd-tx.com 
 

If to Business Associate: 

Winnie Stowell Volunteer EMS   
Attn:  Mr. Jerry Hamilton 
 538 Broadway 
 Winnie, Texas 77665 
 e-mail: jhamiltonwsems@aol.com 
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h. Effect of BA Agreement.  Except as amended by this BA Agreement, the 

terms and provisions of the Business Relationship shall remain in full force and effect. 

i. Assignment.  This BA Agreement may not be transferred or assigned by 
either party without the prior written consent of the other party, except that Covered 
Entity may assign this BA Agreement to a parent, subsidiary, or affiliate or to a successor 
by merger or consolidation without notice to or consent of Business Associate.  Any 
assignment in violation of this provision is void and without effect.  In the case of any 
permitted assignment or transfer of or under this BA Agreement, this BA Agreement or 
the relevant provisions shall be binding upon, and inure to the benefit of, the successors 
and permitted assigns of the parties hereto. 

 
BUSINESS ASSOCIATE: 
 
WINNIE STOWELL VOLUNTEER EMS 
 
 

By:   

Title:   

Date:   
 
 
 
COVERED ENTITY: 

 
WINNIE-STOWELL HOSPITAL DISTRICT 
 
 

By:   

Title: President  

Date:   
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From: Hubert Oxford IV
To: "murrelledward@yahoo.com"; "rollojer@yahoo.com"; "espinosa307@yahoo.com";

"sburgess102745@gmail.com"; "anthony@stramecki.com"; David Sticker (davidbsticker@gmail.com);
"sherrie@wshd-tx.com"; Yani Jimenez <yjimenez@wshd-tx.com> (yjimenez@wshd-tx.com)

Subject: Loan Package for QIPP 1
Date: Tuesday, May 23, 2017 9:47:00 AM
Attachments: Item 13 Loan 10 - Wells Fargo DACA Agreement Final.pdf

Item 13 Loan 10 - Interbank DACA Agreement Final.pdf
Item 13 Loan 10 - Promissory Note Final.pdf
Item 13 Loan 10 - Security Agreement for Promissory Note Final.pdf
Winnie Stowell Double Lock Box Memo(103321697_8).docx
Salt Creek Capital Interest Calculator.xlsx
2017 QIPP 1 and 2 and MPAP 3 Budget Forecast (Accured).xlsx

All,
 
I wanted to write and attempt to give you a big picture of all the activity regarding QIPP,
MPAP 3, Loans, etc. over the last couple months.  I have been working with Anthony and
Edward to try to make sure they were aware of all the issues discussed in this e-mail.  It is my
hope that this will provide you with some comfort that more than just Hubert understands all
of this. 
 
First and foremost, at tomorrow’s meeting we are going to be asking you to approve funding
for QIPP 1 IGT that is due on May 25, 2017.  In order to do this, we wanted to make sure you
had an understanding of the issues.  Of course we can discuss tomorrow but I wanted to get all
this out there now.
 
QIPP Program Surprises:
 
As it relates to the QIPP Program itself, we recently learned that the State’s interpretation of
the IGT repayment schedule is different than what we were told it was going to be.  Instead of
receiving the full IGT back during months 5, 6,7, 8, 9, and 10 (i.e., 6 months) plus the extra
10% IGT, we are being asked by the State to make an IGT of 110 and then receive 90.78%
back starting on month 5 and this amount escalates through month 10.  However, even at
month 10, we are still short $200,000.00, which is paid out of over twenty months but is more
weighted toward months 11 and 15. 
 
Because of and in addition to this change of repayment schedule for IGT funds, there are a
couple of other issues to mention:
 

1.      We will need to work with Managers to change the payment schedule for the Quarterly
Achievement payments because they were based on the assumption that we were
receiving the 10% extra IGT on the front end.  Now that we are receiving these funds
on the back end, we need to recoup our IGT payment from the initially Quarterly
Achievement and then make up these funds as the IGTs are paid out over 20 months. 
That is, our partners should have to share in this burden and get paid when we get paid.
 

2.      Given the participation levels from Public Homes and Private Homes, who share in the
Achievement payments even though they are not making IGTs the amount of funds
available to all the District’s has gone down. 
 

3.      Therefore, it is critical that we reduce our interests costs and hold off on any
agreements with LTC Group until we get a better picture of our different bottom line

mailto:hoxfordiv@benoxford.com
mailto:murrelledward@yahoo.com
mailto:rollojer@yahoo.com
mailto:espinosa307@yahoo.com
mailto:sburgess102745@gmail.com
mailto:anthony@stramecki.com
mailto:davidbsticker@gmail.com
mailto:sherrie@wshd-tx.com
mailto:yjimenez@wshd-tx.com
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DEPOSIT ACCOUNT CONTROL AGREEMENT 
 


(Access Restricted after Notice) 


This Deposit Account Control Agreement (the “Agreement”), dated as of the date specified on the 
initial signature page of this Agreement, is entered into by and among WINNIE- STOWELL HOSPITAL 
DISTRICT (“Company”), Salt Creek Capital, LLC (“Secured Party”) and Wells Fargo Bank, National 
Association (“Bank”), and sets forth the rights of Secured Party and the obligations of Bank with 
respect to the deposit accounts of Company at Bank identified at the end of this Agreement as the 
Collateral Accounts (each hereinafter referred to individually as a “Collateral Account” and collectively 
as the “Collateral Accounts”).  Each account designated as a Collateral Account includes, for purposes 
of this Agreement, and without the necessity of separately listing subaccount numbers, all subaccounts 
presently existing or hereafter established for deposit reporting purposes and integrated with the 
Collateral Account by an arrangement in which deposits made through subaccounts are posted only to 
the Collateral Account.  Each Collateral Account operated as a “Multi-Currency Account” is a deposit 
account maintained with Bank’s Cayman Islands Branch, which may be denominated in foreign 
currency. 
 
1. Secured Party’s Interest in Collateral Accounts.  Secured Party represents that it is either (i) 


a lender who has extended credit to Company and has been granted a security interest in the 
Collateral Accounts or (ii) such a lender and the agent for a group of such lenders.  Company 
hereby confirms the security interest granted by Company to Secured Party in all of Company’s 
right, title and interest in and to the Collateral Accounts and all sums now or hereafter on 
deposit in or payable or withdrawable from the Collateral Accounts (the “Collateral Account 
Funds”).  In furtherance of the intentions of the parties hereto, this Agreement constitutes written 
notice by Secured Party to Bank and Bank’s Cayman Islands Branch of Secured Party’s 
security interest in the Collateral Accounts. 


 
2. Secured Party Control.  Bank, Secured Party and Company each agree that Bank will comply 


with instructions given to Bank by Secured Party directing disposition of funds in the Collateral 
Accounts (“Disposition Instructions”) without further consent by Company.  Except as otherwise 
required by law, Bank will not agree with any third party to comply with instructions for 
disposition of funds in the Collateral Accounts originated by such third party. 


 
3. Company Access to Collateral Accounts.  Notwithstanding the provisions of the “Secured 


Party Control” section of this Agreement, Secured Party agrees that Company will be allowed 
access to the Collateral Accounts and Collateral Account Funds until Bank receives, and has 
had a reasonable opportunity to act on, written notice from Secured Party directing that 
Company no longer have access to any Collateral Accounts or Collateral Account Funds (an 
“Access Termination Notice”).  Company irrevocably authorizes Bank to comply with any 
Access Termination Notice and/or Disposition Instructions even if Company objects to them in 
any way, and agrees that Bank may pay any and all Collateral Account Funds to Secured Party 
in response to any Disposition Instructions.  Company further agrees that after Bank receives an 
Access Termination Notice, Company will not have access to any Collateral Accounts or 
Collateral Account Funds. 


 
4. Transfers in Response to Disposition Instructions.  Notwithstanding the provisions of the 


“Secured Party Control” section of this Agreement, unless Bank separately agrees in writing to 
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the contrary, Bank will have no obligation to disburse funds in response to Disposition 
Instructions other than by automatic standing wire.  Bank agrees that on each Business Day 
after it receives and has had a reasonable opportunity to act on an Access Termination Notice 
and corresponding Disposition Instructions it will transfer to the account specified at the end of 
this Agreement as the Destination Account or, if no account is specified, to such account as 
Secured Party specifies in the Access Termination Notice (in either case, the “Destination 
Account”) the full amount of the collected and available balance in the Collateral Accounts at the 
beginning of such Business Day.  Any disposition of funds which Bank makes in response to 
Disposition Instructions is subject to Bank’s standard policies, procedures and documentation 
governing the type of disposition made; provided, however, that in no circumstances will any 
such disposition require Company’s consent.  To the extent any Collateral Account is a 
certificate of deposit or time deposit, Bank will be entitled to deduct any applicable early 
withdrawal penalty prior to disbursing funds from such account in response to Disposition 
Instructions.  To the extent Secured Party requests that funds be transferred from any Collateral 
Account in a currency different from the currency denomination of the Collateral Account, the 
funds transfer will be made after currency conversion at Bank’s then current buying rate for 
exchange applicable to the new currency. 


 
5. Lockboxes.  To the extent items deposited to a Collateral Account have been received in one 


or more post office lockboxes maintained for Company by Bank (each a “Lockbox”) and 
processed by Bank for deposit, Company acknowledges that Company has granted Secured 
Party a security interest in all such items (the “Remittances”).  Company agrees that after Bank 
receives an Access Termination Notice, Company will have no further right or ability to instruct 
Bank regarding the receipt, processing or deposit of Remittances, and that Secured Party alone 
will have the right and ability to so instruct Bank.  Company and Secured Party acknowledge 
and agree that Bank’s operation of each Lockbox, and the receipt, retrieval, processing and 
deposit of Remittances, will at all times be governed by Bank’s Master Agreement for Treasury 
Management Services or other applicable treasury management services agreement, and by 
Bank’s applicable standard lockbox Service Description. 


 
6. Balance Reports and Bank Statements.  Bank agrees, at the request of Secured Party on any 


day on which Bank is open to conduct its regular banking business, other than a Saturday, 
Sunday or public holiday (each a “Business Day”), to make available to Secured Party a report 
(“Balance Report”) showing the opening available balance in the Collateral Accounts as of the 
beginning of such Business Day, by a transmission method determined by Bank, in Bank’s sole 
discretion.  Company expressly consents to this transmission of information.  After Bank 
receives an Access Termination Notice, Bank will, on receiving a written request from Secured 
Party, send to Secured Party by United States mail, at the address indicated for Secured Party 
after its signature to this Agreement, duplicate copies of all periodic statements on the Collateral 
Accounts which are subsequently sent to Company. 


 
7. Returned Items.  Secured Party and Company understand and agree that the face amount 


(“Returned Item Amount”) of each Returned Item will be paid by Bank debiting the Collateral 
Account to which the Returned Item was originally credited, without prior notice to Secured 
Party or Company.  As used in this Agreement, the term “Returned Item” means (i) any item 
deposited to a Collateral Account and returned unpaid, whether for insufficient funds or for any 
other reason, and without regard to timeliness of the return or the occurrence or timeliness of any 
drawee’s notice of non-payment; (ii) any item subject to a claim against Bank of breach of 
transfer or presentment warranty under the Uniform Commercial Code (as adopted in the 
applicable state) or Regulation CC (12 C.F.R. §229), as in effect from time to time; (iii) any 
automated clearing house (“ACH”) entry credited to a Collateral Account and returned unpaid or 
subject to an adjustment entry under applicable clearing house rules, whether for insufficient 
funds or for any other reason, and without regard to timeliness of the return or adjustment; (iv) 
any credit to a Collateral Account from a merchant card transaction, against which a contractual 
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demand for chargeback has been made; and (v) any credit to a Collateral Account made in 
error.  Company agrees to pay all Returned Item Amounts immediately on demand, without 
setoff or counterclaim, to the extent there are not sufficient funds in the applicable Collateral 
Account to cover the Returned Item Amounts on the day Bank attempts to debit them from the 
Collateral Account.  After Bank receives an Access Termination Notice, Secured Party agrees to 
pay all Returned Item Amounts within fifteen (15) calendar days after demand, without setoff or 
counterclaim, to the extent that (i) the Returned Item Amounts are not paid in full by Company 
within five (5) calendar days after demand on Company by Bank, and (ii) Secured Party has 
received proceeds from the corresponding Returned Items under this Agreement. 


 
8. Settlement Items.  Secured Party and Company understand and agree that the face amount 


(“Settlement Item Amount”) of each Settlement Item will be paid by Bank debiting the applicable 
Collateral Account, without prior notice to Secured Party or Company.  As used in this 
Agreement, the term “Settlement Item” means (i) each check or other payment order drawn on 
or payable against any controlled disbursement account or other deposit account at any time 
linked to any Collateral Account by a zero balance account connection or other automated 
funding mechanism (each a “Linked Account”), which Bank cashes or exchanges for a cashier’s 
check or official check in the ordinary course of business prior to receiving an Access 
Termination Notice and having had a reasonable opportunity to act on it, and which is presented 
for settlement against the Collateral Account (after having been presented against the Linked 
Account) after Bank receives the Access Termination Notice, (ii) each check or other payment 
order drawn on or payable against a Collateral Account, which, on the Business Day Bank 
receives an Access Termination Notice, Bank cashes or exchanges for a cashier’s check or 
official check in the ordinary course of business after Bank’s cutoff time for posting, (iii) each 
ACH credit entry initiated by Bank, as originating depository financial institution, on behalf of 
Company, as originator, prior to Bank having received an Access Termination Notice and 
having had a reasonable opportunity to act on it, which ACH credit entry settles after Bank 
receives an Access Termination Notice, and (iv) any other payment order drawn on or payable 
against a Collateral Account or any Linked Account, which Bank has paid or funded prior to 
receiving an Access Termination Notice and having had a reasonable opportunity to act on it, 
and which is first presented for settlement against the Collateral Account in the ordinary course 
of business after Bank receives the Access Termination Notice and has transferred Collateral 
Account Funds to Secured Party under this Agreement.  Company agrees to pay all Settlement 
Item Amounts immediately on demand, without setoff or counterclaim, to the extent there are 
not sufficient funds in the applicable Collateral Account to cover the Settlement Item Amounts 
on the day they are to be debited from the Collateral Account.  Secured Party agrees to pay all 
Settlement Item Amounts within fifteen (15) calendar days after demand, without setoff or 
counterclaim, to the extent that (i) the Settlement Item Amounts are not paid in full by Company 
within five (5) calendar days after demand on Company by Bank, and (ii) Secured Party has 
received Collateral Account Funds under this Agreement. 


 
9. Bank Fees.  Company agrees to pay all Bank’s fees and charges for the maintenance and 


administration of the Collateral Accounts and for the treasury management and other account 
services provided with respect to the Collateral Accounts and any Lockboxes (collectively “Bank 
Fees”), including, but not limited to, the fees for (a) Balance Reports provided on the Collateral 
Accounts, (b) funds transfer services received with respect to the Collateral Accounts, (c) 
lockbox processing services, (d) Returned Items, (e) funds advanced to cover overdrafts in the 
Collateral Accounts (but without Bank being in any way obligated to make any such advances), 
and (f) duplicate bank statements.  The Bank Fees will be paid by Bank debiting one or more of 
the Collateral Accounts on the Business Day that the Bank Fees are due, without notice to 
Secured Party or Company.  If there are not sufficient funds in the Collateral Accounts to cover 
fully the Bank Fees on the Business Day Bank attempts to debit them from the Collateral 
Accounts, such shortfall or the amount of such Bank Fees will be paid by Company to Bank, 
without setoff or counterclaim, within five (5) calendar days after demand from Bank.  Secured 
Party agrees to pay any Bank Fees which accrue after Bank receives an Access Termination 
Notice, within fifteen (15) calendar days after demand, without setoff or counterclaim, to the 
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extent such Bank Fees are not paid in full by Company within five (5) calendar days after 
demand on Company by Bank. 


 
10. Account Documentation.  Except as specifically provided in this Agreement, Secured Party 


and Company agree that the Collateral Accounts will be subject to, and Bank’s operation of the 
Collateral Accounts will be in accordance with, the terms of Bank’s applicable deposit account 
agreement governing the Collateral Accounts (“Account Agreement”).  In addition to the Account 
Agreement, each Collateral Account operated as a “Multi-Currency Account” will be governed 
by Bank’s Master Agreement for Treasury Management Services or other applicable treasury 
management services agreement, and by Bank’s Multi-Currency Account Service Description in 
effect from time to time.  All documentation referenced in this Agreement as governing any 
Collateral Account or the processing of any Remittances is hereinafter collectively referred to as 
the “Account Documentation”.   


 
11. Partial Subordination of Bank’s Rights.  Bank hereby subordinates to the security interest of 


Secured Party in the Collateral Accounts (i) any security interest which Bank may have or 
acquire in the Collateral Accounts, and (ii) any right which Bank may have or acquire to set off 
or otherwise apply any Collateral Account Funds against the payment of any indebtedness from 
time to time owing to Bank from Company, except for debits to the Collateral Accounts 
permitted under this Agreement for the payment of Returned Item Amounts, Settlement Item 
Amounts or Bank Fees. 


 
12. Bankruptcy Notice; Effect of Filing.  If Bank at any time receives notice of the 


commencement of a bankruptcy case or other insolvency or liquidation proceeding by or against 
Company, Bank will continue to comply with its obligations under this Agreement, except to the 
extent that any action required of Bank under this Agreement is prohibited under applicable 
bankruptcy laws or regulations or is stayed pursuant to the automatic stay imposed under the 
United States Bankruptcy Code or by order of any court or agency.  With respect to any 
obligation of Secured Party hereunder which requires prior demand on Company, the 
commencement of a bankruptcy case or other insolvency or liquidation proceeding by or against 
Company will automatically eliminate the necessity of such demand on Company by Bank, and 
will immediately entitle Bank to make demand on Secured Party with the same effect as if 
demand had been made on Company and the time for Company’s performance had expired. 


 
13. Legal Process, Legal Notices and Court Orders.  Bank will comply with any legal process, 


legal notice or court order it receives in relation to a Collateral Account if Bank determines in its 
sole discretion that the legal process, legal notice or court order is legally binding on it. 


 
14. Indemnification.  Company will indemnify, defend and hold harmless Bank, its officers, 


directors, employees, and agents (collectively, the “Indemnified Parties”) from and against any 
and all claims, demands, losses, liabilities, damages, costs and expenses (including reasonable 
attorneys’ fees) (collectively “Losses and Liabilities”) Bank may suffer or incur as a result of or in 
connection with (a) Bank complying with any binding legal process, legal notice or court order 
referred to in the immediately preceding section of this Agreement, (b) Bank following any 
instruction or request of Secured Party, including but not limited to any Access Termination 
Notice or Disposition Instructions, or (c) Bank complying with its obligations under this 
Agreement, except to the extent such Losses and Liabilities are caused by Bank’s gross 
negligence or willful misconduct.  To the extent such obligations of indemnity are not satisfied by 
Company within five (5) days after demand on Company by Bank, Secured Party will indemnify, 
defend and hold harmless Bank and the other Indemnified Parties against any and all Losses 
and Liabilities Bank may suffer or incur as a result of or in connection with Bank following any 
instruction or request of Secured Party, except to the extent such Losses and Liabilities are 
caused by Bank’s gross negligence or willful misconduct. 
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15. Bank’s Responsibility.  This Agreement does not create any obligations of Bank, and Bank 
makes no express or implied representations or warranties with respect to its obligations under 
this Agreement, except for those expressly set forth herein. In particular, Bank need not 
investigate whether Secured Party is entitled under Secured Party’s agreements with Company 
to give an Access Termination Notice or Disposition Instructions.  Bank may rely on any and all 
notices and communications it believes are given by the appropriate party.  Bank will not be 
liable to Company, Secured Party or any other party for any Losses and Liabilities caused by (i) 
circumstances beyond Bank’s reasonable control (including, without limitation, computer 
malfunctions, interruptions of communication facilities, labor difficulties, acts of God, wars, or 
terrorist attacks) or (ii) any other circumstances, except to the extent that such Losses and 
Liabilities are directly caused by Bank’s gross negligence or willful misconduct.  In no event will 
Bank be liable for any indirect, special, consequential or punitive damages, whether or not the 
likelihood of such damages was known to Bank, and regardless of the form of the claim or 
action, or the legal theory on which it is based.  Any action against Bank by Company or 
Secured Party under or related to this Agreement must be brought within twelve (12) months 
after the cause of action accrues.   


 
16. Termination.  This Agreement may be terminated by Secured Party or Bank at any time by 


either of them giving thirty (30) calendar days prior written notice of such termination to the other 
parties to this Agreement at their contact addresses specified after their signatures to this 
Agreement; provided, however, that this Agreement may be terminated immediately upon 
written notice (i) from Bank to Company and Secured Party should Company or Secured Party 
fail to make any payment when due to Bank from Company or Secured Party under the terms of 
this Agreement, or (ii) from Secured Party to Bank on termination or release of Secured Party’s 
security interest in the Collateral Accounts; provided that any notice from Secured Party under 
clause (ii) of this sentence must contain Secured Party’s acknowledgement of the termination or 
release of its security interest in the Collateral Accounts.  Company’s and Secured Party’s 
respective obligations to report errors in funds transfers and bank statements and to pay 
Returned Item Amounts, Settlement Item Amounts, and Bank Fees, as well as the 
indemnifications made, and the limitations on the liability of Bank accepted, by Company and 
Secured Party under this Agreement will continue after the termination of this Agreement with 
respect to all the circumstances to which they are applicable, existing or occurring before such 
termination, and any liability of any party to this Agreement, as determined under the provisions 
of this Agreement, with respect to acts or omissions of such party prior to such termination will 
also survive such termination.  Upon any termination of this Agreement which occurs after Bank 
has received an Access Termination Notice and has had a reasonable opportunity to act on it, 
(i) Bank will transfer all collected and available balances in the Collateral Accounts on the date 
of such termination in accordance with Secured Party’s written instructions, and (ii) Bank will 
close any Lockbox and forward any mail received at the Lockbox unopened to such address as 
is communicated to Bank by Secured Party under the notice provisions of this Agreement for a 
period of three (3) months after the effective termination date, unless otherwise arranged 
between Secured Party and Bank, provided that Bank’s fees with respect to such disposition 
must be prepaid directly to Bank at the time of termination by cashier’s check payable to Bank 
or other payment method acceptable to Bank in its sole discretion. 


 
17. Modifications, Amendments, and Waivers.  This Agreement may not be modified or 


amended, or any provision thereof waived, except in a writing signed by all the parties to this 
Agreement. 


 
18. Notices.  All notices from one party to another must be in writing, must be delivered to 


Company, Secured Party and/or Bank at their contact addresses specified after their signatures 
to this Agreement, or any other address of any party communicated to the other parties in 
writing, and will be effective on receipt.  Any notice sent by a party to this Agreement to another 
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party must also be sent to all other parties to this Agreement.  Bank is authorized by Company 
and Secured Party to act on any instructions or notices received by Bank if (a) such instructions 
or notices purport to be made in the name of Secured Party, (b) Bank reasonably believes that 
they are so made, and (c) they do not conflict with the terms of this Agreement as such terms 
may be amended from time to time, unless such conflicting instructions or notices are supported 
by a court order. 


 
19. Successors and Assigns.  Neither Company nor Secured Party may assign or transfer its 


rights or obligations under this Agreement to any person or entity without the prior written 
consent of Bank, which consent will not be unreasonably withheld or delayed.  Notwithstanding 
the foregoing, Secured Party may transfer its rights and duties under this Agreement to (i) a 
transferee to which, by contract or operation of law, Secured Party transfers substantially all of 
its rights and duties under the financing or other arrangements between Secured Party and 
Company, or (ii) if Secured Party is acting as a representative in whose favor a security interest 
is created or provided for, a transferee that is a successor representative; provided that as 
between Bank and Secured Party, Secured Party will not be released from its obligations under 
this Agreement unless and until Bank receives any such transferee’s binding written agreement 
to assume all of Secured Party’s obligations hereunder.  Bank may not assign or transfer its 
rights or obligations under this Agreement to any person or entity without the prior written 
consent of Secured Party, which consent will not be unreasonably withheld or delayed; 
provided, however, that no such consent will be required if such assignment or transfer takes 
place as part of a merger, acquisition or corporate reorganization affecting Bank. 


 
20. Governing Law.  This Agreement will be governed by and be construed in accordance with the 


laws of the state in which the office of Bank that maintains the Collateral Accounts is located, 
without regard to conflict of laws principles.  This state will also be deemed to be Bank’s 
jurisdiction, for purposes of Article 9 of the Uniform Commercial Code as it applies to this 
Agreement. 


 
21. Severability.  To the extent that the terms of this Agreement are inconsistent with, or prohibited 


or unenforceable under, any applicable law or regulation, they will be deemed ineffective only to 
the extent of such prohibition or unenforceability, and will be deemed modified and applied in a 
manner consistent with such law or regulation.  Any provision of this Agreement which is 
deemed unenforceable or invalid in any jurisdiction will not affect the enforceability or validity of 
the remaining provisions of this Agreement or the same provision in any other jurisdiction. 


 
22. Counterparts.  This Agreement may be executed in any number of counterparts each of which 


will be an original with the same effect as if the signatures were on the same instrument.  
Delivery of an executed counterpart of a signature page of this Agreement by telecopier or 
electronic image scan transmission (such as a “pdf” file) will be effective as delivery of a 
manually executed counterpart of the Agreement. 


 
23. Entire Agreement.  This Agreement, together with the Account Documentation, contains the 


entire and only agreement among all the parties to this Agreement and between Bank and 
Company, on the one hand, and Bank and Secured Party, on the other hand, with respect to (a) 
the interest of Secured Party in the Collateral Accounts and Collateral Account Funds, and (b) 
Bank’s obligations to Secured Party in connection with the Collateral Accounts and Collateral 
Account Funds.   


 
This Agreement has been signed by the duly authorized officers or representatives of Company, 


Secured Party and Bank on the date specified below. 
 


Formatted: Indent: First line:  0.5"
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Date:  __________, 2017 


Collateral Account Numbers: 3296617180 


Destination Account Number:  
Bank of Destination Account: [Insert bank name and bank ABA number] 
 
 
WINNIE- STOWELL HOSPITAL DISTRICT  Salt Creek Capital, LLC 


By:    By:   


Name:  Edward Murrell  Name:  Alfred G Allen, III 


Title:  President  Title:  Manager 
 
Address for Notices:  Address for Notices: 


538 Broadway  455 Elm St STE 100 


Winnie TX,  77665-7600  Graham, TX 76540 


Attn: Elroy Henry  Attn: Alfred G Allen, III 
 
 
 


[SIGNATURE PAGES CONTINUE] 
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WELLS FARGO BANK, NATIONAL 
ASSOCIATION 


  


By:     


Name: Ralph Miller     


Title:  Business Banking Manager   
 
Address for Notices: 
 


Wells Fargo Bank, National Association 


Mail Address Code:  D1129-075I 


301 South Tryon Street, 7th Floor 


Charlotte, North Carolina 28282-1915 


Attn:  Regional DACA Team 
 
 
 
with a copy to: 
 
Ralph Miller 
Business Banking Manager 
1000 Louisiana St, 7th Floor 
Houston, TX 77002-5027   


  


Josh Rodriguez 
Business Relationship Manager 
6250 Delaware St 
Beaumont, TX 77706  


  


Lori Reneau 
Business Associate 
6250 Delaware St 
Beaumont, TX 77706 


  


Tim Kreitzer 
Business Banking Manager 
14200 Gulf Freeway 
Houston, TX 77034 
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Loan 10 
Blocked Account Control  


Agreement (“Shifting Control”) 
 
 
AGREEMENT dated as of  May 25, 2017, by and among WINNIE-STOWELL HOSPITAL DISTRICT   (the “District”), 
SALT CREEK CAPITAL, LLC (the “Lender”) and INTERBANK  (the “Depositary”). 
 
The parties hereto refer to Account No. 1755271008 in the name of District maintained at Depositary (the “Account”) 
and hereby agree as follows: 


  
1. District and Lender notify Depositary that by separate agreement District has granted Lender a security interest, attached hereto as 


Exhibit A, in the Account and all funds on deposit from time to time therein.  Depositary acknowledges being so notified.  
 


2. The purpose of this Agreement is to perfect a lien against the District’s Texnet Account at Interbank in Graham, Texas, Account No. 
1755271008, in the event the District defaults on the attached (10 Month) Short Term Commercial Note No. 10 signed on May 25, 2017 
by the District.  (See Exhibit B) 


 
Prior to the Effective Time (as defined below) Depositary shall honor all withdrawal, payment, transfer or other fund disposition or other 
instructions which the District is entitled to give under the Account Documentation (as hereinafter defined) (collectively, “instructions”) 
received from the District (but not those from Lender) concerning the Account.  On and after the Effective Time (and without District’s 
consent), Depositary shall honor all instructions received from Lender (but not those from District) concerning the Account and District 
shall have no right or ability to access or withdraw or transfer funds from the Account. 
 
For the purposes hereof, the “Effective Time” shall be the opening of business on the business day next succeeding the business day on 
which a notice purporting to be signed by Lender in substantially the same form as Exhibit C, attached hereto, with a copy of this 
Agreement attached thereto (a “Shifting Control Notice”), is actually received by Depositary; provided that if any such notice is so 
received after 2:00 PM, Central time, on any business day, the “Effective Time” shall be the opening of business on the second business 
day next succeeding the business day on which such receipt occurs; and provided further, that a “business day” is any day other than a 
Saturday, Sunday or other day on which Depositary is authorized or required by law to be closed.  
 
Notwithstanding the foregoing: (i) all transactions involving or resulting in a transaction involving the Account duly commenced by 
Depositary or any affiliate prior to the Effective Time and so consummated or processed thereafter shall be deemed not to constitute a 
violation of this Agreement; and (ii) Depositary and/or any affiliate may (at its discretion and without any obligation to do so) (x) cease 
honoring District’s instructions and/or commence honoring solely Lender’s instructions concerning the Account at any time or from time to 
time after it becomes aware that Lender has sent to it a Shifting Control Notice but prior to the Effective Time therefor (including without 
limitation halting, reversing or redirecting any transaction referred to in clause (i) above), or (y) deem a Shifting Control Notice to be 
received by it for purposes of the foregoing paragraph prior to the specified unit’s actual receipt if otherwise actually received by 
Depositary (or if such Shifting Control Notice does not comply with the form attached hereto as Exhibit C or does not attach an 
appropriate copy of this Agreement), with no liability whatsoever to District or any other party for doing so. 


 
3. This Agreement supplements, rather than replaces, Depositary’s deposit account agreement, terms and conditions and other standard 


documentation in effect from time to time with respect to the Account or services provided in connection with the Account (the “Account 
Documentation”), which Account Documentation will continue to apply to the Account and such services, and the respective rights, 
powers, duties, obligations, liabilities and responsibilities of the parties thereto and hereto, to the extent not expressly conflicting with the 
provisions of this Agreement (however, in the event of any such conflict, the provisions of this Agreement shall control).  Prior to issuing 
any instructions on or after the Effective Time, Lender shall provide Depositary with such documentation as Depositary may reasonably 
request to establish the identity and authority of the individuals issuing instructions on behalf of Lender.  Lender may request the 
Depositary to provide other services (such as automatic daily transfers) with respect to the Account on or after the Effective Time; 
however, if such services are not authorized or otherwise covered under the Account Documentation, Depositary’s decision to provide 
any such services shall be made in its sole discretion (including without limitation being subject to District and/or Lender executing such 
Account Documentation or other documentation as Depositary may require in connection therewith). 


 
4. Depositary agrees not to exercise or claim any right of offset, banker’s lien or other like right against the Account for so long as this 


Agreement is in effect except with respect to (i) returned or charged-back items, reversals or cancellations of payment orders and other 
electronic fund transfers or other corrections or adjustments to the Account or transactions therein, (ii) overdrafts in the Account or (iii) 
Depositary’s charges, fees and expenses with respect to the Account or the services provided hereunder.      


 
5. Notwithstanding anything to the contrary in this Agreement:  (i) Depositary shall have only the duties and responsibilities with respect to 


the matters set forth herein as is expressly set forth in writing herein and shall not be deemed to be an agent, bailee or fiduciary for any 
party hereto; (ii) Depositary shall be fully protected in acting or refraining from acting in good faith without investigation on any notice 
(including without limitation a Shifting Control Notice), instruction or request purportedly furnished to it by District or Lender in accordance 
with the terms hereof, in which case the parties hereto agree that Depositary has no duty to make any further inquiry whatsoever; (iii) it is 
hereby acknowledged and agreed that Depositary has no knowledge of (and is not required to know) the terms and provisions of the 
separate agreement referred to in paragraph 1 above or any other related documentation or whether any actions by Lender (including 
without limitation the sending of a Shifting Control Notice), District or any other person or entity are permitted or a breach thereunder or 
consistent or inconsistent therewith, (iv) Depositary shall not be liable to any party hereto or any other person for any action or failure to 
act under or in connection with this Agreement except to the extent such conduct constitutes its own willful misconduct or gross 
negligence (and to the maximum extent permitted by law, shall under no circumstances be liable for any incidental, indirect, special, 
consequential or punitive damages); and (v) Depositary shall not be liable for losses or delays caused by force majeure, interruption or 
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malfunction of computer, transmission or communications facilities, labor difficulties, court order or decree, the commencement of 
bankruptcy or other similar proceedings or other matters beyond Depositary’s reasonable control. 


 
6. District hereby agrees to indemnify, defend and save harmless Depositary against any loss, liability or expense, including reasonable 


fees and disbursements of counsel (collectively, “Covered Items”), incurred in connection with this Agreement or the Account (except to 
the extent due to Depositary's willful misconduct or gross negligence) or any interpleader proceeding relating thereto or incurred as a 
result of following District's direction or instruction.  Lender hereby agrees to indemnify, defend and save harmless Depositary against 
any Covered Items incurred (i) on or after the Effective Time in connection with this Agreement or the Account (except to the extent due 
to Depositary's willful misconduct or gross negligence) or any interpleader proceeding related thereto, (ii) as a result of following Lender’s 
direction or instruction (including without limitation Depositary’s honoring of a Shifting Control Notice) or (iii) due to any claim by Lender of 
an interest in the Account or the funds on deposit therein. 


 
7. Depositary may terminate this Agreement (i) in its discretion upon the sending of at least thirty (30) days' advance written notice to the 


other parties hereto or (ii) because of a material breach by District or Lender of any of the terms of this Agreement or the Account 
Documentation, upon the sending of at least five (5) days advance written notice to the other parties hereto.  Lender may terminate this 
Agreement in its discretion upon the sending of at least three (3) days advance written notice to the other parties hereto, provided  that 
Depository may shorten or waive the requirement that Lender’s notice be in advance and any such shortening or waiver shall be binding 
on all parties.  Any other termination or any amendment or waiver of this Agreement shall be effected solely by an instrument in writing 
executed by all the parties hereto.  The provisions of paragraphs 5 and 6 above shall survive any such termination. 


 
8. District shall compensate Depositary for the opening and administration of the Account and services provided hereunder in accordance 


with Depositary’s fee schedules from time to time in effect.  Payment will be effected by a direct debit to the Account. 
 
9. This Agreement:  (i) may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the 


signatures thereto and hereto were upon the same instrument; (ii) shall become effective when counterparts hereof have been signed by  
the parties hereto; and (iii) shall be governed by and construed in accordance with the laws of the State of Texas.  All notices 
under this Agreement shall be in writing and sent (including via emailed pdf or similar file or facsimile transmission) to the parties hereto 
at their respective addresses, email addresses or fax numbers set forth below (or to such other address, email address or fax number as 
any such party shall designate in writing to the other parties from time to time). 


 
IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as of the date first above written. 
 


WINNIE-STOWELL HOSPITAL DISTRICT SALT CREEK CAPITAL, LLC 


By: 
 


 Date: By:  Date:  


Name:  Edward Murrell Name:  Alfred G. Allen, III 


   Title:  President    Title:  Manager 


Address for 
Notices:  


P.O. Box 1997, 538 Broadway               
Address for 
Notices:                         


P.O. Box 930, 455 Elm Street, Suite 100 


Winnie, Texas 77665 Graham, Texas 76540 


Fax No.:  (409) 296-6326 Fax No.:  (940) 549-5691 


Email Address: Murrelledward@yahoo.Com Email Address: aga@turnerandallen.com 
 


INTERBANK 


By: 
 


 Date:  


 
Name:  Harold Wilbanks 


   Title:  Sr. Vice President 
  
Address for other Notices:   
InterBank 
455 Elm Street 
Graham, Texas 76450 
Attention: __Harold Wilbanks__________________ 
Email: __ harold.wilbanks@interbankus.com_____ 
Fax No.:  ___________________          
 


Address For Shifting Control and Termination Notices:     
InterBank 
455 Elm Street 
Graham, Texas 76450 
Attention: __Harold Wilbanks__________________ 
Email: __harold.wilbanks@interbankus.com_______ 
Fax No.:  ___________________ 
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Exhibit B 







 


                                                                               


Exhibit C 
 


SHIFTING CONTROL NOTICE 
 
 
 
InterBank 
455 Elm Street 
Graham, Texas 76450 
Attention: __Harold Wilbanks_____ 
Email:   harold.wilbanks@interbankus.com__ 
Fax No.:  ___________________ 
 
 
Re:  Blocked Account Control Agreement dated as of May 24 2017, (the “Agreement”) by and among 
 
Winnie-Stowell Hospital District (“Debtor”), SALT CREEK Capital, LLC (“Secured 
Party”) 


 
and InterBank 


 
relating to Account(s) 1755271008 
 
 
 
Ladies and Gentlemen: 
 
This constitutes a Shifting Control Notice as referred to in paragraph 2 of the Agreement, a copy of which is attached hereto. 
 
 
 
SALT CREEK CAPITAL, LLC 


 
By: 


  
Date: 


 


Name:  Alfred G. Allen, III 


Title:  Manager 
 








Loan 10 
(10 Month) Short Term REVENUE NOTE 


May 25, 2017 –March 25, 2018  
 
BORROWER INFORMATION 
 
Winnie-Stowell Hospital District 
538 Broadway 
Winnie, Texas 77665 
 
NOTE.  This Commercial Promissory Note dated May 25, 2017, will be referred to in this document as the “Note.” 
LENDER.  “Lender” means Salt Creek Capital, LLC whose address is P. O. Box, 930, 455 Elm Street, Suite 100, 
Graham, Young County, Texas 76450, its successors and assigns. 
BORROWER.  The Winnie Stowell Hospital District (“Borrower”) is a Political Subdivision of the State of Texas 
that was created pursuant to Article IX, Section 9 of the Texas Constitution and Chapter 286 of the Health and 
Safety Code.   
REVENUE NOTE.  Both Borrower and Lender agree that Article III, Section 52 of the Texas Constitution, 
prohibits the Legislature from authorizing any county, city, town or other political corporation or subdivision 
of the State to lend its credit or to grant public money or thing of value in aid of, or to any individual, 
association or corporation whatsoever, or to become a stockholder in such corporation, association or 
company.  Both the Borrower and the Lender understand that neither the State of Texas, the Borrower, nor 
any political corporation, subdivision, or agency of the state, (i.e., Debtor) shall be obligated to pay the same 
or the interest thereon and that neither the faith and credit nor the taxing power of the state, the unit, or any 
other political corporation, subdivision, or agency thereof is pledged to the payment of the principal of or the 
interest on such debt, note, or bonds.   
PROMISE TO PAY.  For value received, receipt of which is hereby acknowledged, on May 25, 2017, (the 
Maturity Date), the Borrower promises to pay the principal amount of four million seventy seven-five thousand five  
hundred and eighty-eight dollars and 00/100 Dollars ($4,775,588.00) and all interest on the outstanding principal 
balance and all other charges provided for in this Note, including service charges, to the order of Lender at its office 
at the address noted above or at such other place as Lender may designate in writing.  The Borrower will make all 
payments in lawful money of the United States of America. 
PAYMENT SCHEDULE.  This Note will be paid according to the following schedule: Unpaid interest accrued in 
the amount of $68,858.23 on the unpaid principal balance of this Note shall be due and payable in four (4) equal 
monthly payments on June 25, 2017, July 25, 2017, August 25, 2017, and September 25, 2017, and then the 
remaining principal and interest shall be paid in six (6) equal monthly payments of $835,383.77 due on October 25, 
2017, November 25, 2017, December 25, 2017, January 25, 2018, February 25, 2018, and March 25, 2018, with any 
and all remaining principal payment and accrued interest on the Note being due and payable on the Maturity Date, 
without notice or demand.  (See Exhibit “A”). All payments received by the Lender for application on this Note may 
be applied to the Borrower’s obligations under this Note in such order and manner as Lender shall determine in its 
sole discretion.  
INTEREST RATE AND SCHEDULED PAYMENT CHANGES.  Interest on the principal of this Note from 
time to time outstanding will begin to accrue on the date of this Note and continue until all principal and accrued 
interest on this Note shall have been fully paid and satisfied.  Before maturity, the interest rate on this Note will be 
fixed at 16.8% per annum, and all past due principal and interest shall bear interest at a rate per annum equal to the 
less of 18% per annum or the Highest Lawful Rate.  It is the intention of Borrower and Lender to conform strictly to 
the usury laws in force in the State of Texas and in the United States of America, as applicable.  If, for any reason 
whatsoever, the interest paid or received on this Note shall exceed the Highest Lawful Rate (defined below), the 
owner or holder of this Note shall credit on the principal hereof, or after all principal has been paid, refund to the 
payor, such portion of said interest as may be necessary to cause the interest paid on this Note to equal to the 
Highest Lawful Rate.  “Highest Lawful Rate” means the maximum non-usurious rate of interest from time to time 
permitted by applicable federal or Texas law, whichever permits the higher lawful rate.  All sums paid or agreed to 
be paid to the owner or holder hereof for the use, forbearance or detention of the indebtedness evidenced hereby 
shall, to the extent permitted by applicable law, be amortized, prorated, allocated and spread throughout the full term 
of this Note.  To the fullest extent permitted by law, all amounts charged, paid or received hereunder shall be 
characterized as a fee or an expense and not as interest.  In the event any amount is charged, paid or received 
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hereunder which would result in a payment of interest in excess of the Highest Lawful Rate, such overcharged or 
overpaid amount may, at Lender’s or any subsequent owner’s or holder’s discretion, be applied as a partial 
prepayment of principal or refunded to Borrower. 
LATE PAYMENT CHARGE.  If any required payment is more than 10 days late, then at Lender’s option, Lender 
will assess a late payment charge of 5.000% of the amount of the required payment then past due. 
SECURITY.  This Note is secured by a security agreement dated May 25th, 2017, between the Borrower, as debtor, 
and the Lender, as secured party, covering deposit accounts. 
RIGHT OF SET-OFF.  To the extent permitted by law, Borrower agrees that Lender has the right to set-off any 
amount due and payable under this Note, whether matured or unmatured, against any amount owing by Lender to 
Borrower.  Such right of set-off may be exercised by Lender against Borrower or against any assignee for the benefit 
of creditors, receiver, or execution, judgment or attachment creditor of Borrower, or against else claiming through or 
against Borrower or such assignee for the benefit of creditors, receiver, or execution, judgment or attachment 
creditor, notwithstanding the fact that such right of set-off has not been exercised by Lender prior to the making, 
filing or issuance or service upon Lender of, or of notice of, assignment for the benefit of creditors, appointment or 
application for the appointment of a receiver, or issuance of execution, subpoena or order or warrant.  Borrower 
agrees to hold Lender harmless from any claim arising as a result of Lender exercising Lender’s right to set-off. 
RELATED DOCUMENTS.  The words “Related Documents” mean all promissory notes, security agreements, 
mortgages, deeds of trust, deeds to secure debt, business loan agreements, construction loan agreements, resolutions, 
guaranties, environmental agreements, subordination agreements, assignments and any other documents or 
agreements executed in connection with this Note whether now or hereafter existing, including any modifications, 
extensions, substitutions or renewals of any of the foregoing.  The Related Documents are hereby made a part of this 
Note by reference thereto, with the same force and effect as if fully set forth herein. 
DEFAULT.  Upon the occurrence of any one of the following events (Each, an “Event or Default” or “default” or 
“event of default”), Lender’s obligations, if any, to make any advances will, at Lender’s option, immediately 
terminate and Lender, at its option, may declare all indebtedness of Borrower to Lender under this Note immediately 
due and payable without further notice of any kind notwithstanding anything to the contrary in this Note or any other 
agreement: (a) Borrower’s failure to make any payment on time in the amount due; (b) any default by Borrower 
under the terms of this Note or any other Related Documents executed in connection with this Note; (c) any default 
by Borrower under the terms of any Related Documents in favor of Lender; (d) the dissolution or termination of 
existence of Borrower or any guarantor; (e) Borrower is not paying Borrower’s debts as such debts become due; (f) 
the commencement of any proceeding under bankruptcy or insolvency laws by or against Borrower or any guarantor 
or the appointment of a receiver; (g) any default under the terms of any other indebtedness of Borrower to any other 
creditor; (h) any writ of attachment, garnishment, execution, tax lien or similar instrument is issued against any 
collateral securing the loan, if any, or any of Borrower’s property or any judgment is entered against Borrower or 
any guarantor; (i) any part of Borrower’s business is sold to or merged with any other business, individual, or entity; 
(j) any representation or warranty made by Borrower to Lender in any of the Related Documents or any financial 
statement delivered to Lender proves to have been false in any material respect as of the time when made or given; 
(k) if any guarantor, or any other party to any Related Documents in favor of Lender entered into or delivered in 
connection with this Note terminates, attempts to terminate or defaults under any such Related Documents in favor 
of Lender entered into or delivered in connection with this Note terminates, attempts to terminate or defaults under 
any such Related Documents; (l) Lender has deemed itself insecure or there has been a material adverse change of 
condition of the financial prospects of Borrower or any collateral securing the obligations owing to Lender by 
Borrower.  Upon the occurrence of an event of default, Lender may pursue any remedy available under any Related 
Document, at law or in equity. 
GENERAL WAIVERS.  To the extent permitted by law, the Borrower severally waives any required notice of 
presentment, demand, acceleration, intent to accelerate, protest and any other notice and defense due to extensions 
of time or other indulgence by Lender or to any substitution or release of collateral.  No failure or delay on the part 
of Lender, and no course of dealing between Borrower and Lender, shall operate as a waiver of such power or right, 
nor shall any single or partial exercise of any power or right preclude other or further exercise thereof or the exercise 
of any other power or right. 
JOINT AND SEVERAL LIABILITY.  If permitted by law, each Borrower executing this Note is jointly and 
severally bound. 
SEVERABILITY.  If a court of competent jurisdiction determines any term or provision of this Note is invalid or 
prohibited by law, that term or provision will be ineffective to the extent required.  Any term or provision that has 
been determined to be invalid or prohibited will be severed from the rest of this Note without invalidating the 
remainder of either the affected provision or this Note. 
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SURVIVAL.  The rights and privileges of the Lender hereunder shall inure to the benefit of its successors and 
assigns, and this Note shall be binding on all heirs, executors, administrators, assigns and successors of Borrower. 
ASSIGNABILITY.  Lender may assign, pledge or otherwise transfer this Note or any of its rights and powers under 
this Note without notice, with all or any of the obligations owing to Lender by Borrower, and in such event the 
assignee shall have the same rights as if originally named herein in place of Lender.  Borrower may not assign this 
Note or any benefit accruing to it hereunder or delegate any of its obligations hereunder without the express written 
consent of the Lender. 
GOVERNING LAW.  This Note is governed by the laws of the state of Texas except to the extent that federal law 
controls.  Venue shall be deemed to be proper in Young, County, Texas, being the place of payment on this note and 
the place at which the contract had its inception and is to be performed. 
HEADING AND GENDER.  The headings preceding text in this Note are for general convenience in identifying 
subject matter, but have no limiting impact on the text which follows any particular heading.  All words used in this 
Note shall be construed to be of such gender or number as the circumstances require.  
ATTORNEYS’ FEES AND OTHER COSTS.  If legal proceedings are instituted to enforce the terms of this Note, 
Borrower agrees to pay all costs of the Lender in connection therewith, including reasonable attorney’s fees, to the 
extent permitted by law. 
ADDITIONAL PROVISIONS.  Federal Small Business Certification. Borrower represents, warrants and certifies, 
that none of the principals of Borrower or Borrower’s affiliates have been convicted of, or pleaded nolo contender 
to, any offense covered by 42 U.S.C. sec.16911(7).  For purposes of this subsection, the term “principal” means: (a) 
with respect to a sole proprietorship, the proprietor; (b) with respect to a partnership, each managing partner and 
each partner who is a natural person and holds twenty percent (20.00%) or more ownership interest in the 
partnership; and (c) with respect to a corporation, limited liability company, association or development company, 
each director, each of the five most highly compensated executives or officers of the entity, and each natural person 
who is direct or indirect holder of twenty percent (20.00%) or more of the ownership stock or stock equivalent of the 
entity. 
The loan proceeds are to fund operation of its nursing homes, including Borrower’s inter-governmental transfers for 
Borrower’s participation in the Supplemental Payments to Non-State Government-Owned Nursing Facilities 
Program provided for and described in Tex. Admin. Code §355.314.  Borrower and signers, with proper board of 
director approval and consent, certify the loan proceeds will be used for this sole purpose, and to the best of their 
knowledge, they are authorized to borrow this loan for this purpose.  Borrower and signers, with proper board of 
director approval and consent, also certify that the reimbursement to the Borrower of transferred funds and the 
applicable federal matching funds received from the aforementioned IGT made with the proceeds of these loaned 
funds will be utilized to directly and without diversion repay the outstanding principal and accrued interest on this 
note to its holder.  Further, such federal matching funds received by Borrower shall be placed in Borrower’s account 
at Interbank in Graham, Young County, Texas, and shall be used to first repay the principal and unpaid accrued 
interest owed as a result of this Note, prior to further disposition of such funds. 
This Note and the Related Documents constitute the complete and final expression of the parties’ loan agreement 
and may not be amended or modified by oral agreement. 
No present or future agreement securing any other debt owed to Salt Creek Capital, LLC will secure the payment of 
this Loan if, with respect to this loan, Borrower fails to fulfill any necessary requirements or limitations of Sections 
19(a), 32 or 35 of Regulation Z or if, as a result, this Loan would become subject to Section 670 of the John Warner 
National Defense Authorization Act for Fiscal Year 2007.  This Note is governed by the laws of Texas and the 
United States of America, and to the extent required, by the laws of the jurisdiction where the property securing this 
Note is located, except to the extent such state laws are preempted by federal law.  Borrower agrees to supply Salt 
Creek Capital, LLC with whatever information it reasonably requests.  Salt Creek Capital, LLC will make requests 
for this information without undue frequency, and will give Borrower reasonable time in which to supply the 
information.  Unless otherwise required by law, any notice will be given by delivering it or mailing it by email or 
first class mail.  Notice to one Borrower will be deemed to be notice to all Borrowers.  Borrower will inform Salt 
Creek Capital, LLC in writing of any change in my name, address or other application information and agrees to 
provide Salt Creek Capital, LLC any correct and complete financial statements or other information it requests.  
Borrower agrees to sign, deliver, and file any additional documents or certifications that Salt Creek Capital, LLC 
may consider necessary to perfect, continue, and preserve any obligations under the Loan and to confirm Salt Creek 
Capital, LLC lien status on any Property.  Time is of the essence.  
 







4 


[SIGNATURE PAGE TO FOLLOW] 
 By signing this Note, Borrower acknowledges reading, understanding, and agreeing to all its 
provisions and receipt of a true and complete copy of this Note. 


 
 
      Borrower: Winnie-Stowell Hospital District 
 
               By:________________________ 
        Name:______________________ 
        Title: ______________________ 
 







 


 


Exhibit “A” 
Payment Schedule 


 
Line of Credit Calculator
http://w w w .vertex42.com/Calculators/line-of-credit.html © 2010-2017 Vertex42 LLC


Borrower: Lender:


Phone: (409)296-1003


Inputs Balance at End of Draw Period
Credit Limit 4,775,588 Total Borrowed 4,775,588.00 


Starting Interest Rate 16.80% Total Payments 5,012,302.62 
Draw Period in Years 0.83 Total Interest Accrued 504,147.54 


First Day Interest Accrues 5/25/2017 Ending Principal Balance 823,849.85 
Payment Frequency Monthly Deferred Interest Balance - 


Days in Year 360 Total Balloon Payment Owed 823,849.85 
.


Use Random Rates? No #
Min Change -0.35%
Max Change 0.45%


Minimum Interest Rate 2.00%


Payment Schedule


No.
Payment


Date
Interest


Rate
Interest 
Accrued Payment 


Amount 
Borrowed Principal


Principal 
Balance


Deferred  
Interest Total Owed


5/25/2017 16.80% 4,775,588.00  $4,775,588.00
1 6/25/17 16.80% 66,858.23 0.00 4,775,588.00 0.00 4,775,588.00
2 7/25/17 16.80% 66,858.23 0.00 4,775,588.00 0.00 4,775,588.00
3 8/25/17 16.80% 66,858.23 0.00 4,775,588.00 0.00 4,775,588.00
4 9/25/17 16.80% 66,858.23 0.00 4,775,588.00 0.00 4,775,588.00
5 10/25/17 16.80% 66,858.23 835,383.77 768,525.54 4,007,062.46 0.00 4,007,062.46
6 11/25/17 16.80% 56,098.87 835,383.77 779,284.90 3,227,777.56 0.00 3,227,777.56
7 12/25/17 16.80% 45,188.89 835,383.77 790,194.88 2,437,582.68 0.00 2,437,582.68
8 1/25/18 16.80% 34,126.16 835,383.77 801,257.61 1,636,325.07 0.00 1,636,325.07
9 2/25/18 16.80% 22,908.55 835,383.77 812,475.22 823,849.85 0.00 823,849.85
10 3/25/18 16.80% 11,533.92 835,383.77 823,849.55 0.00 0.00 0.00


Winnie Stowell Hospital District
P.O. Box 930, 455 Elm Street, Suite 100, 
Graham, Texas 76540


Salt Creek Capital, LLC


Phone:


P.O. Box 1997
Winnie Texas 77706


0
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2,000,000
3,000,000
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6,000,000
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Principal Balance Deferred  Interest
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- LOAN. 10 
LOAN AND SECURITY AGREEMENT FOR 


(10 MONTH) -SHORT TERM COMMERCIAL REVENUE NOTE  
May 25, 2017 – March 25, 2018 


 
Effective as of May 25, 2017, WINNIE-STOWELL HOSPITAL DISTRICT, a political 


subdivision of the State of Texas (“Debtor”), whose address is P.O. Box 1997, Winnie, Texas 77665, and 
SALT CREEK CAPITAL, LLC (“Secured Party”), a Texas limited liability company whose address is 
P.O. Box 930, 455 Elm Street, Suite 100, Graham, Texas 76540, agree as follows: 


ARTICLE 1 
LOAN AGREEMENT 


Debtor is a Political Subdivision of the State of Texas that was created pursuant to Article IX, 
Section 9 of the Texas Constitution and Chapter 286 of the Health and Safety Code.  Pursuant to Article 
III, Section 52 of the Texas Constitution, the Legislature shall have no power to authorize any county, 
city, town or other political corporation or subdivision of the State to lend its credit or to grant public 
money or thing of value in aid of, or to any individual, association or corporation whatsoever, or to 
become a stockholder in such corporation, association or company.  Both the Debtor and the Lender 
understand that neither the State of Texas, the unit, nor any political corporation, subdivision, or agency 
of the state (i.e., the Debtor) shall be obligated to pay the same or the interest thereon and that neither the 
faith and credit nor the taxing power of the state, the unit, or any other political corporation, subdivision, 
or agency thereof is pledged to the payment of the principal of or the interest on such debt, note, or bonds.   


 
Debtor and Secured Party have agreed that Secured Party will from time to time, in its discretion 


and on an uncommitted basis, fund a loan or loans to Debtor to fund Debtor’s operation of its nursing 
homes, including Debtor’s inter-governmental transfers for Debtor’s participation in the Supplemental 
Payments to Non-State Government-Owned Nursing Facilities Program provided for and described in 
Tex. Admin. Code §355.314, as amended, each such loan to be evidenced by a promissory note (the 
“Note”, whether one or more) executed or to be executed by Debtor and made payable to the order of 
Secured Party.  Secured Party will deposit the proceeds of each loan that it elects to make into the 
Funding and Disbursement Account (defined in clause (ii) of Article 2) and Debtor will fund the related 
inter-governmental transfer from the Funding and Disbursement Account.  Debtor agrees to cause all 
matching Federal funds that are returned to Debtor under such program to be deposited into the Funding 
and Disbursement Account, and shall withdraw such funds from the Funding and Disbursement Account 
only (i) before maturity of the related Note, to pay accrued interest on the related Note, (ii) at maturity of 
the related Note, to pay it off and (iii) after payment in full of the related Note, to disburse the remaining 
balance of such matching Federal funds to itself and its nursing homes.  


ARTICLE 2 
CREATION OF SECURITY INTEREST 


In order to secure the prompt and unconditional payment of the Debt (defined in Section 3.2) and 
the other obligations of Debtor hereinafter described or referred to, and the performance of the 
obligations, covenants, agreements and undertakings herein described, and to the extent allowed by the 
United States Code; Code of Federal Regulations; any rules and regulations promulgated by an agent of 
the United State of America, including but not limited to, the Center for Medicare and Medicaid Services 
(“CMS”); Article III, Section 52 of the Texas Constitution; or statutes of the State of Texas, Debtor 
hereby grants to Secured Party a security interest in and mortgages, assigns, transfers, delivers, pledges, 
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sets over and confirms to Secured Party all of Debtor’s non-Federal, non-Medicaid, or non-Medicare 
revenues, powers, privileges, rights, titles and interests (including all power of Debtor, if any, to pass 
greater title than it has itself) of every kind and character now owned or hereafter acquired, created or 
arising in and to the following: 


(i) Account maintained by the Debtor with InterBank, Graham, Texas, Account Number: 
1755271008, for the purpose of serving as the Debtor’s savings account and 
intergovernmental transfer TexNet account and all deposits now or hereafter made to that 
account (the “Funding and Disbursement Account”); 


(ii) Account maintained by Debtor with Wells Fargo Bank in Beaumont, Texas, 
Account Number 3296617180 known as the District Sweep Account..   


 
(iii) Accounts maintained by Debtor with Post Oak Bank in Beaumont, Texas known 


as the Commercial Disbursement  Accounts for the following: 
 


Account Name Account Number 
Highand Park 1067180 
Marshall Manor West 1067206 
Rose Haven 1067230 


 
(iv) To the extent allowed by the laws of the United States and the State of Texas, all other 


bank deposit accounts now owned or hereafter established or acquired by Debtor with 
InterBank, Graham, Texas or any other state bank or national banking association; and 


(v) all interest on the foregoing; all modifications, extensions and increases of the foregoing; 
all sums now or at any time hereafter on deposit in the foregoing or represented by the 
foregoing; all shares, deposits, investments and interest of every kind of Debtor at any 
time evidenced by any deposit account receipt or certificate relating to the foregoing or 
issued in connection with the foregoing, and all other related property; 


together with all accessions, appurtenances and additions to and substitutions for any of the foregoing and 
all products and proceeds of any of the foregoing, together with all renewals and replacements of any of 
the foregoing, all accounts, receivables, accounts receivable, instruments, notes, chattel paper, documents, 
books, records, contract rights and general intangibles arising in connection with any of the foregoing.  
All of the property and interests described in this Article are herein collectively called the “Collateral.”  
The inclusion of proceeds does not authorize Debtor to sell, dispose of or otherwise use the Collateral in 
any manner not authorized by Secured Party in writing.  It is expressly contemplated that additional 
Collateral may from time to time be pledged to Secured Party as additional security for the Debt 
(hereinafter defined), and the term “Collateral” as used herein shall be deemed for all purposes hereof to 
include all such Collateral, together with all other property of the types described above related to the 
Collateral. 


 Each capitalized term used but not otherwise defined herein shall have the meaning ascribed to 
such term in the Loan Agreement. 
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ARTICLE 3 
SECURED INDEBTEDNESS 


3.1. This Security Agreement (this “Agreement”) is made to secure Note, (10 Month Day) Short Term 
Commercial Note signed on May 25, 2017 by the Debtor with a term ending March 25, 2018, and all of 
the following present and future debt and obligations including: 


(a) any and all obligations of Debtor, whether absolute or contingent and howsoever and whensoever 
arising under the Note or any of them; 


(b) any and all obligations of Debtor evidenced by the Note and the any Related Documents (as 
defined in the Note, to which reference is here made for all purposes); 


(c) all other obligations incurred by Debtor to Secured Party, if any, described or referred to in any 
other place in this Agreement; and 


(d) any and all sums and the interest which accrues on them as provided in this Agreement which 
Secured Party may advance or which Debtor may owe Secured Party pursuant to this Agreement 
on account of Debtor’s failure to keep, observe or perform any of Debtor’s covenants under this 
Agreement. 


3.2. The term “Debt” means and includes all debt and obligations of Debtor to Secured Party 
described or referred to in Section 3.1.  The Debt includes interest and other obligations accruing or 
arising on the Debt after (a) commencement of any case under any bankruptcy or similar laws by or 
against any party comprising Debtor or any other person or entity now or hereafter primarily or 
secondarily obligated to pay all or any part of the Debt (with such parties comprising Debtor and any such 
other persons and entities being sometimes hereinafter collectively referred to as “Obligors”) or (b) the 
obligations of any Obligor shall cease to exist by operation of law or for any other reason.  The Debt also 
includes all reasonable attorneys’ fees and any other expenses incurred by Secured Party in enforcing this 
Agreement. 


ARTICLE 4 
REPRESENTATIONS AND WARRANTIES 


Debtor represents and warrants as follows: 


(a) Debtor is the legal and equitable owner and holder of good and marketable title to the Collateral 
free of any adverse claim and free of any security interest or encumbrance except only for the 
security interest granted hereby in the Collateral.  Debtor agrees to defend the Collateral and its 
proceeds against all claims and demands of any person at any time claiming the Collateral, its 
proceeds or any interest in either.  Debtor has not heretofore granted control of the Collateral to 
any Person other than Secured Party, or signed or authorized the filing of any financing statement 
directly or indirectly affecting the Collateral or any part of it which has not been completely 
terminated of record, and no such financing statement signed or authorized by Debtor is now on 
file in any public office. 


(b) Debtor’s execution, delivery and performance of this Agreement has been duly authorized by all 
necessary action under Debtor’s organizational documents and otherwise. Debtor’s execution, 
delivery and performance of this Agreement do not and will not require (i) any consent of any 
other person or entity or (ii) any consent, license, permit, authorization or other approval 
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(including foreign exchange approvals) of any court, arbitrator, administrative agency or other 
governmental authority, or any notice to, exemption by, any registration, declaration or filing 
with or the taking of any other action in respect of, any such court, arbitrator, administrative 
agency or other governmental authority. 


(c) Neither execution or delivery of this Agreement, nor the fulfillment of or compliance with the 
terms and provisions hereof will (i) violate any constitutional provision, law or rule, or any 
regulation, order or decree of any governmental authority or the basic organizational documents 
of Debtor or (ii) conflict with or result in a breach of the terms, conditions or provisions of, or 
cause a default under, any agreement, instrument, franchise, license or concession to which 
Debtor is a party or bound. 


(d) Debtor has duly and validly executed, issued and delivered this Agreement.  This Agreement is in 
proper legal form for prompt enforcement and is Debtor’s valid and legally binding obligation, 
enforceable in accordance with its respective terms.  Debtor does not have any indebtedness other 
than indebtedness owing to Secured Party and indebtedness specifically disclosed in writing to 
Secured Party prior to the date hereof. 


(e) Debtor is now solvent, and no bankruptcy or insolvency proceedings are pending or contemplated 
by or to Debtor’s knowledge against Debtor.  Debtor’s liabilities and obligations under this 
Agreement do not and will not render Debtor insolvent, because Debtor’s liabilities to exceed 
Debtor’s assets or leave Debtor with too little capital to properly conduct all of its business as 
now conducted or contemplated to be conducted. 


(f) All of Debtor’s books and records with regard to the Collateral are maintained and kept at the 
address of Debtor set forth in this Agreement. 


(g) The liens and security interests of this Agreement will constitute valid and perfected first and 
prior liens and security interests on the Collateral, subject to no other liens, security interests or 
charges whatsoever. 


(h) The Collateral is genuine, free from any restriction on transfer, duly and validly authorized and 
issued, constituting the valid and legally binding obligation of the issuer or issuers thereof, 
enforceable in accordance with its terms, and fully paid, and is hereby duly and validly pledged 
and hypothecated to Secured Party in accordance with law. 


(i) There is no action, suit or proceeding pending or, to the best of Debtor’s knowledge, threatened 
against or affecting Debtor or the Collateral, at law or in equity, or before or by any governmental 
authority, which might result in any material adverse change in Debtor’s business or financial 
condition or in the Collateral or in Debtor’s other property or Debtor’s interest in it. 


(j) Debtor is not in default with respect to any order, writ, injunction, decree or demand of any court 
or other governmental authority, in the payment of any debt for borrowed money or under any 
agreement or other papers evidencing or securing any such debt. 


(k) Debtor is not a party to any contract or agreement which materially and adversely affects its 
business, property, assets or financial condition. 
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ARTICLE 5 
COVENANTS 


5.1. Debtor covenants and agrees with Secured Party as follows: 


(a) Debtor shall furnish to Secured Party such instruments as may be reasonably required by Secured 
Party to assure Secured Party’s control of the Collateral and the transferability of the Collateral 
when and as often as may be requested by Secured Party. 


(b) If the validity or priority of this Agreement or of any rights, titles, security interests or other 
interests created or evidenced hereby shall be attacked, endangered or questioned or if any legal 
proceedings are instituted with respect thereto, Debtor will give prompt written notice thereof to 
Secured Party and at Debtor’s own cost and expense will diligently endeavor to cure any defect 
that may be developed or claimed, and will take all necessary and proper steps for the defense of 
such legal proceedings, and Secured Party (whether or not named as a party to legal proceedings 
with respect thereto) is hereby authorized and empowered to take such additional steps as in its 
judgment and discretion may be necessary or proper for the defense of any such legal proceedings 
or the protection of the validity or priority of this Agreement and the rights, titles, security 
interests and other interests created or evidenced hereby, and all expenses so incurred of every 
kind and character shall constitute sums advanced pursuant to Section 5.2. 


(c) Debtor will, on request of Secured Party, (i) promptly correct any defect, error or omission which 
may be discovered in the contents of this Agreement or in any other instrument executed in 
connection herewith or in the execution or acknowledgment thereof, (ii) execute, acknowledge, 
deliver and record or file such further instruments (including further security agreements, 
financing statements and continuation statements) and do such further acts as may be necessary, 
desirable or proper to carry out more effectively the purposes of this Agreement and such other 
instruments and to subject to the security interests hereof and thereof any property intended by 
the terms hereof and thereof to be covered hereby and thereby including specifically any 
renewals, additions, substitutions, replacements or appurtenances to the then Collateral, and (iii) 
execute, acknowledge, deliver, procure and record or file any document or instrument (including 
specifically any financing statement) deemed advisable by Secured Party to protect the security 
interest hereunder against the rights or interests of third persons, and Debtor will pay all costs 
connected with any of the foregoing. 


(d) To the extent not prohibited by applicable law, Debtor will pay all out-of-pocket costs and 
expenses and reimburse Secured Party for any and all expenditures of every character incurred or 
expended from time to time in connection with enforcing and realizing upon Secured Party’s 
security interests in and liens on any of the Collateral, and all costs and expenses relating to 
Secured Party’s exercising any of its rights and remedies under this Agreement or at law; 
provided, that no right or option granted by Debtor to Secured Party or otherwise arising pursuant 
to any provision of this or any other instrument shall be deemed to impose or admit a duty on 
Secured Party to supervise, monitor or control any aspect of the character or condition of any of 
the Collateral or any operations conducted in connection with it for the benefit of Debtor or any 
other person or entity other than Secured Party.  Any amount to be paid under this Section by 
Debtor to Secured Party shall be a demand obligation owing by Debtor to Secured Party and shall 
bear interest from the date of expenditure until paid at the highest lawful rate permitted by 
applicable law (the “Past Due Rate”). 
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(e) Debtor will not sell, lease, exchange, lend, rent, assign, transfer or otherwise dispose of, or 
pledge, hypothecate or grant any security interest in, or permit to exist any lien, security interest, 
charge or encumbrance against, all or any part of the Collateral or any interest therein or permit 
any of the foregoing to occur or arise or permit title to the Collateral, or any interest therein, to be 
vested in any other party, in any manner whatsoever, by operation of law or otherwise, without 
the prior written consent of Secured Party. 


(f) Debtor agrees that as part of this Security Agreement, Debtor will comply with the terms of its 
Second Amended Transfer Procedures adopted by the Debtor’s Board on January 20, 2016, 
including, but not limited, obtaining written consent of the Secured Party before changing the 
Procedures. 


5.2. If Debtor should fail to comply with any of its agreements, covenants or obligations under this 
Agreement and such failure continues beyond any applicable notice or cure period afforded herein, then 
Secured Party (in Debtor’s name or in Secured Party’s own name) may perform them or cause them to be 
performed for Debtor’s account and at Debtor’s expense, but shall have no obligation to perform any of 
them or cause them to be performed.  Any and all expenses thus incurred or paid by Secured Party shall 
be Debtor’s obligations to Secured Party due and payable on demand, and each shall bear interest from 
the date Secured Party pays it until the date Debtor repays it to Secured Party, at the Past Due Rate.  Upon 
making any such payment or incurring any such expense, Secured Party shall be fully and automatically 
subrogated to all of the rights of the person, corporation or body politic receiving such payment.  Any 
amounts owing by Debtor to Secured Party pursuant to this or any other provision of this Agreement shall 
automatically and without notice be and become a part of the Debt and shall be secured by this and all 
other instruments securing the Debt. 


ARTICLE 6 
EVENTS OF DEFAULT 


The occurrence of an Event of Default under any Note shall constitute an Event of Default (herein so 
called) under this Agreement. 


ARTICLE 7 
REMEDIES IN EVENT OF DEFAULT 


7.1. At any time after the occurrence of an Event of Default: 


(a) Secured Party shall have the option of declaring, without notice to any person, all Debt to be 
immediately due and payable and take possession of such Debt and all accrued and unpaid 
interest from any accounts on which secured party has perfected a lien; 


(b) Secured Party shall have all the rights of a secured party after default under the Uniform 
Commercial Code of Texas and in conjunction with, in addition to or in substitution for those 
rights and remedies: 


(i) it shall not be necessary that the Collateral or any part thereof be present at the location of 
any sale pursuant to the provisions of this Article; and 


(ii) before application of proceeds of disposition of the Collateral to the Debt, such proceeds 
shall be applied to the reasonable expenses of retaking, holding, preparing for sale or 
lease, selling, leasing and the like and the reasonable attorneys’ fees and legal expenses 
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incurred by Secured Party, each Obligor, to the extent applicable, to remain liable for any 
deficiency; and 


(iii) the sale by Secured Party of less than the whole of the Collateral shall not exhaust the 
rights of Secured Party hereunder, and Secured Party is specifically empowered to make 
successive sale or sales hereunder until the whole of the Collateral shall be sold; and, if 
the proceeds of such sale of less than the whole of the Collateral shall be less than the 
aggregate of the Debt, this Agreement and the security interest created hereby shall 
remain in full force and effect as to the unsold portion of the Collateral just as though no 
sale had been made; and 


(iv) in the event any sale hereunder is not completed or is defective in the opinion of Secured 
Party, such sale shall not exhaust the rights of Secured Party hereunder and Secured Party 
shall have the right to cause a subsequent sale or sales to be made hereunder; and 


(v) any and all statements of fact or other recitals made in any bill of sale or assignment or 
other instrument evidencing any foreclosure sale hereunder as to nonpayment of any 
indebtedness or as to the occurrence of any default, or as to Secured Party having 
declared all of such indebtedness to be due and payable, or as to notice of time, place and 
terms of sale and the Collateral to be sold having been duly given, as to any other act or 
thing having been duly done by Secured Party, shall be taken as prima facie evidence of 
the truth of the facts so stated and recited; and 


(vi) Secured Party may appoint or delegate any one or more persons as agent to perform any 
act or acts necessary or incident to any sale held by Secured Party, including the sending 
of notices and the conduct of sale, but in the name and on behalf of Secured Party; and 


(vii) demand of performance, advertisement and presence of property at sale are hereby 
WAIVED by Debtor and Secured Party is hereby authorized to sell hereunder any 
evidence of debt it may hold as security for the Debt.  All demands and presentments of 
any kind or nature are expressly WAIVED by Debtor.  Debtor WAIVES the right to 
require Secured Party to pursue any other remedy for the benefit of Debtor and agrees 
that Secured Party may proceed against any Obligor for the amount of the Debt owed to 
Secured Party without taking any action against Debtor any other Obligor without selling 
or otherwise proceeding against or applying any of the Collateral in Secured Party’s 
possession. 


7.2. All remedies herein expressly provided for are cumulative of any and all other remedies existing 
at law or in equity and are cumulative of any and all other remedies provided for in any other instrument 
securing the payment of the Debt, or any part thereof, or otherwise benefiting Secured Party, and the 
resort to any remedy provided for hereunder or under any such other instrument or provided for by law 
shall not prevent the concurrent or subsequent employment of any other appropriate remedy or remedies. 


7.3. Secured Party may resort to any security given by this Agreement or to any other security now 
existing or hereafter given to secure the payment of the Debt, in whole or in part, and in such portions and 
in such order as may seem best to Secured Party in its sole and absolute discretion, and any such action 
shall not in anywise be considered as a waiver of any of the rights, benefits or security interests evidenced 
by this Agreement. 
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7.4. To the full extent Debtor may do so, Debtor agrees that Debtor will not at any time insist upon, 
plead, claim or take the benefit or advantage of any law now or hereafter in force providing for any 
appraisement, valuation, stay, extension or redemption, and Debtor, for Debtor, Debtor’s heirs, devisees, 
executors, administrators, personal representatives, successors, receivers, trustees and assigns, and for any 
and all persons ever claiming any interest in the Collateral, to the extent permitted by law, hereby 
WAIVES and releases all rights of redemption, valuation, appraisement, stay of execution, notice of 
intention to mature or to declare due the whole of the Debt, notice of election to mature or to declare due 
the whole of the Debt and all rights to a marshaling of the assets of Debtor, including the Collateral, or to 
a sale in inverse order of alienation in the event of foreclosure of the security interest hereby created. 


ARTICLE 8 
ADDITIONAL AGREEMENTS 


8.1. Subject to the automatic reinstatement provisions set forth below, upon full payment and 
performance of the Debt and final termination of all obligations, if any, of Secured Party to fund loans or 
provide other financial accommodations to or for Debtor, all rights under this Agreement shall terminate 
and the Collateral shall thereafter become wholly clear of the security interest evidenced hereby, and upon 
written request by Debtor such security interest shall be released by Secured Party in due form, at 
Debtor’s cost. 


8.2. Secured Party may waive any default without waiving any other prior or subsequent default.  
Secured Party may remedy any default without waiving the default remedied.  The failure by Secured 
Party to exercise any right, power or remedy upon any default shall not be construed as a waiver of such 
default or as a waiver of the right to exercise any such right, power or remedy at a later date.  No single or 
partial exercise by Secured Party of any right, power or remedy hereunder shall exhaust the same or shall 
preclude any other or further exercise thereof, and every such right, power or remedy hereunder may be 
exercised at any time and from time to time.  No modification or waiver of any provision hereof nor 
consent to any departure by Debtor therefrom shall in any event be effective unless the same shall be in 
writing and signed by Secured Party and then such waiver or consent shall be effective only in the 
specific instances, for the purpose for which given and to the extent therein specified.  No notice to nor 
demand on Debtor in any case shall of itself entitle Debtor to any other or further notice or demand in 
similar or other circumstances.  Acceptance by Secured Party of any payment in an amount less than the 
amount then due on the Debt shall be deemed an acceptance on account only and shall not in any way 
affect the existence of a default hereunder. 


8.3. Secured Party shall not be required to take any steps necessary to preserve any rights against prior 
parties to any of the Collateral. 


8.4. The security interest and other rights of Secured Party hereunder shall not be impaired by any 
indulgence, moratorium or release granted by Secured Party, including but not limited to (a) any renewal, 
extension or modification which Secured Party may grant with respect to the Debt, (b) any surrender, 
compromise, release, renewal, extension, exchange or substitution which Secured Party may grant in 
respect of any item of the Collateral, or any part thereof or any interest therein, or (c) any release or 
indulgence granted to any endorser, guarantor or surety of the Debt. 


8.5. Debtor hereby authorizes Secured Party to cause all financing statements and continuation 
statements relating hereto to be recorded, filed, re-recorded and refiled in such manner and in such places 
as Secured Party shall reasonably elect and will pay all such recording, filing, re-recording, and refiling 
taxes, fees and other charges.  Debtor also hereby authorizes Secured Party to take such other measures as 
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Secured Party may deem necessary or appropriate to perfect any security interests created hereunder in 
and to the Collateral. 


8.6. In the event the ownership of the Collateral or any part thereof becomes vested in a person other 
than Debtor, Secured Party may, without notice to Debtor, deal with such successor or successors in 
interest with reference to this Agreement and to the Debt in the same manner as with Debtor, without in 
any way vitiating or discharging Debtor’s liability hereunder or upon the Debt.  No sale of the Collateral, 
and no forbearance on the part of Secured Party and no extension of the time for the payment of the Debt 
given by Secured Party shall operate to release, discharge, modify, change or affect, in whole or in part, 
the liability of Debtor hereunder for the payment of the Debt or the liability of any other person hereunder 
for the payment of the Debt, except as agreed to in writing by Secured Party. 


8.7. Any other or additional security taken for the payment of any of the Debt shall not in any manner 
affect the security given by this Agreement. 


8.8. If any part of the Debt cannot be lawfully secured by this Agreement, or if the lien, assignments 
and security interests of this Agreement cannot be lawfully enforced to pay any part of the Debt, then and 
in either such event, at the option of Secured Party, all payments on the Debt shall be deemed to have 
been first applied against that part of the Debt. 


8.9. This Agreement shall not be changed orally but shall be changed only by agreement in writing 
signed by Debtor and Secured Party.  No course of dealing between the parties, no usage of trade and no 
parole or extrinsic evidence of any nature shall be used to supplement or modify any of the terms or 
provisions of this Agreement. 


8.10. Any notice, request or other communication required or permitted to be given hereunder shall be 
given in writing by delivering it against receipt for it, by depositing it with an overnight delivery service 
or by depositing it in a receptacle maintained by the United States Postal Service, postage prepaid, 
registered or certified mail, return receipt requested, addressed to the respective parties at the addresses 
shown herein (and if so given, shall be deemed given when mailed).  Debtor’s address for notice may be 
changed at any time and from time to time, but only after thirty (30) days’ advance written notice to 
Secured Party and shall be the most recent such address furnished in writing by Debtor to Secured Party.  
Secured Party’s address for notice may be changed at any time and from time to time, but only after ten 
(10) days’ advance written notice to Debtor and shall be the most recent such address furnished in writing 
by Secured Party to Debtor.  Actual notice, however and from whomever given or received, shall always 
be effective when received. 


8.11. This Agreement shall be binding upon Debtor, and the heirs, devisees, executors, administrators, 
personal representatives, trustees, beneficiaries, conservators, receivers, successors and assigns of Debtor, 
including all successors in interest of Debtor in and to all or any part of the Collateral, and shall benefit 
Secured Party and its successors and assigns. 


8.12. Secured Party is hereby authorized at any time and from time to time after the occurrence of an 
Event of Default, without notice to any person or entity (and Debtor hereby WAIVES any such notice) to 
the fullest extent permitted by law, to set-off and apply any and all monies, securities and other properties 
of Debtor now or in the future in the possession, custody or control of Secured Party, or on deposit with 
or otherwise owed to Debtor by Secured Party  including without limitation the Collateral and all other 
monies, securities and other properties held in general, special, time, demand, provisional or final 
accounts or for safekeeping or as collateral or otherwise (but excluding those accounts clearly designated 
as escrow or trust accounts held by Debtor for others unaffiliated with Debtor) against any and all of 
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Debtor’s obligations to Secured Party now or hereafter existing, irrespective of whether Secured Party 
shall have made any demand therefor. 


8.13. If any provision of this Agreement is held to be illegal, invalid or unenforceable under present or 
future laws, the legality, validity and enforceability of the remaining provisions of this Agreement shall 
not be affected thereby, and this Agreement shall be liberally construed so as to carry out the intent of the 
parties to it.  Each waiver in this Agreement is subject to the overriding and controlling rule that it shall 
be effective only if and to the extent that (a) it is not prohibited by applicable law and (b) applicable law 
neither provides for nor allows any material sanctions to be imposed against Secured Party for having 
bargained for and obtained it. 


8.14. The pronouns used in this Agreement are in the masculine and neuter genders but shall be 
construed as feminine, masculine or neuter as occasion may require.  “Secured Party”, “Obligor” and 
“Debtor” as used in this Agreement include the heirs, devisees, executors, administrators, personal 
representatives, trustees, beneficiaries, conservators, receivers, successors and assigns of those parties. 


8.15. The section headings appearing in this Agreement have been inserted for convenience only and 
shall be given no substantive meaning or significance whatever in construing the terms and provisions of 
this Agreement.  Terms used in this Agreement which are defined in the Texas Uniform Commercial 
Code are used with the meanings as therein defined.  Wherever the term “including” or a similar term is 
used in this Agreement, it shall be read as if it were written “including by way of example only and 
without in any way limiting the generality of the clause or concept referred to.” 


8.16. This Agreement is performable in Young County, Texas, which shall be a proper place of venue 
for suit on or in respect of this Agreement.  Debtor irrevocably agrees that any legal proceeding in respect 
of this Agreement shall be brought in the district courts of Young County, Texas or the United States 
District Court for the Northern District of Texas.  Nothing herein shall affect the right of Secured Party to 
commence legal proceedings or otherwise proceed against Debtor in any jurisdiction or to serve process 
in any manner permitted by applicable law.  Debtor agrees that a final judgment in any such action or 
proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in 
any other manner provided by law.  THIS AGREEMENT SHALL BE GOVERNED BY AND 
CONSTRUED IN ACCORDANCE WITH THE APPLICABLE LAWS OF THE STATE OF TEXAS 
AND THE UNITED STATES OF AMERICA FROM TIME TO TIME IN EFFECT. 


8.17. Debtor agrees that, if at any time all or any part of any payment previously applied by Secured 
Party to the Debt is or must be returned by Secured Party or recovered from Secured Party for any reason 
(including the order of any bankruptcy court), this Agreement shall automatically be reinstated to the 
same effect, as if the prior application had not been made, and, in addition, Debtor hereby agrees to 
indemnify Secured Party against, and to save and hold Secured Party harmless from any required return 
by Secured Party or recovery from Secured Party of any such payments because of its being deemed 
preferential under applicable bankruptcy, receivership or insolvency laws, or for any other reason. 


8.18. This Agreement embodies the entire agreement and understanding between Secured Party and 
Debtor with respect to their subject matter and supersedes all prior conflicting or inconsistent agreements, 
consents and understandings relating to such subject matter.  Debtor acknowledges and agrees there is no 
oral agreement between Debtor and Secured Party which has not been incorporated in this Agreement. 


8.19. Provided no default or Event of Default is continuing, cash on deposit comprising the Collateral 
may be requested by Debtor to pay for customary operating expenses of the Project incurred by Debtor 
after the date the Evidence of Completion has been delivered to Lender.  Such requests shall be 
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accompanied by bills or invoices setting forth in reasonable detail the basis for the expense, the name of 
the payee, and all relevant payment information.   


NOTICE PURSUANT TO TEX. BUS. & COMM. CODE 26.02 
 
 THIS AGREEMENT, THE LOAN AGREEMENT AND ANY OTHER RELATED CREDIT 
DOCUMENTS TOGETHER CONSTITUTE A WRITTEN AGREEMENT AND REPRESENT THE 
FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY 
EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS OF 
THE PARTIES.  THE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES. 


 


DEBTOR: 


WINNIE-STOWELL HOSPITAL DISTRICT 
 
 
 
By:  
Name:  Edward Murrell 
Title:   President, Winnie Stowell Hospital District  
 


SECURED PARTY: 
 
SALT CREEK CAPITAL, LLC 
 
 
 
By:  
Name: Alfred G. Allen, III 
Title:   President 
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		(d) To the extent not prohibited by applicable law, Debtor will pay all out-of-pocket costs and expenses and reimburse Secured Party for any and all expenditures of every character incurred or expended from time to time in connection with enforcing an...

		(e) Debtor will not sell, lease, exchange, lend, rent, assign, transfer or otherwise dispose of, or pledge, hypothecate or grant any security interest in, or permit to exist any lien, security interest, charge or encumbrance against, all or any part o...
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		Article 7  REMEDIES IN EVENT OF DEFAULT

		7.1. At any time after the occurrence of an Event of Default:

		(a) Secured Party shall have the option of declaring, without notice to any person, all Debt to be immediately due and payable and take possession of such Debt and all accrued and unpaid interest from any accounts on which secured party has perfected ...

		(b) Secured Party shall have all the rights of a secured party after default under the Uniform Commercial Code of Texas and in conjunction with, in addition to or in substitution for those rights and remedies:

		(i) it shall not be necessary that the Collateral or any part thereof be present at the location of any sale pursuant to the provisions of this Article; and

		(ii) before application of proceeds of disposition of the Collateral to the Debt, such proceeds shall be applied to the reasonable expenses of retaking, holding, preparing for sale or lease, selling, leasing and the like and the reasonable attorneys’ ...
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		8.18. This Agreement embodies the entire agreement and understanding between Secured Party and Debtor with respect to their subject matter and supersedes all prior conflicting or inconsistent agreements, consents and understandings relating to such su...

		8.19. Provided no default or Event of Default is continuing, cash on deposit comprising the Collateral may be requested by Debtor to pay for customary operating expenses of the Project incurred by Debtor after the date the Evidence of Completion has b...

		THIS AGREEMENT, THE LOAN AGREEMENT AND ANY OTHER RELATED CREDIT DOCUMENTS TOGETHER CONSTITUTE A WRITTEN AGREEMENT AND REPRESENT THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT OR...
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		To:

		Hubert Oxford



		From:

		Dentons US LLP

		



		Date:

		May 19, 2017

		



		Subject:

		Collateralization of Medicaid Revenues and Accounts Receivables Under the Texas Nursing Facility Upper Payment Limit and the Nursing Facility Minimum Payment Amounts Programs



		





In addition to supporting the community hospital and providing health care services to its underserved residents, the Winnie-Stowell Hospital District, a political subdivision of the State of Texas formed pursuant to Article IX, Section 9 of the Texas Constitution, (“WSHD” or the “District”) provides intergovernmental transfers to fund the non-federal share of supplemental payments for 19 nursing facilities that it owns and that either participated in the Texas Nursing Facility Upper Payment Limit (“UPL”) program or participate in the Nursing Facility Minimum Payment Amounts Program (“MPAP”). To date, the District has engaged lenders to secure financial assistance necessary to fund the District’s intergovernmental transfer funding obligation. This memorandum explores whether the District may rely on existing revenues and accounts receivable attributable to the nursing home supplemental payment programs as collateral for a loan with a traditional lender.

Question Presented

May the District rely on existing revenues and accounts receivable attributable to the state nursing home supplemental payment programs as collateral for a loan with a traditional lender?

Short Answer

Yes. Notwithstanding the Social Security Act’s prohibition on assignment of federal funds attributable to the Medicare and Medicaid programs, the District may rely on accounts receivable related to the nursing home supplemental payment program, so long as the flow of the collateralized funds is structured through a “double lock box” method and does not result in a direct assignment of provider funds. Further, designating existing already received revenues attributable to the nursing home supplemental payment programs as additional collateral for a loan would not give rise to anti-assignment or Medicaid payment recycling concerns. 

Background

In October 2012, Texas established the UPL program for non-state government owned nursing facilities. The UPL program provided for additional Medicaid payments, up to the upper payment limit defined in federal regulations, for eligible public nursing facilities.  This program was later replaced by MPAP in March 2015 when Texas moved to managed care.  Under both programs, participating non-state government owned facilities contribute the non-federal share of the UPL program or MPAP payments in the form of intergovernmental transfers (“IGTs”). 

Recognizing the need to increase revenue in order to provide a higher level of healthcare in the District, the District participated in UPL and later MPAP by acquiring 13 nursing homes and enrolling those facilities in the reimbursement programs. Through these programs, the District has been able to receive funds to provide care for the District’s indigent and needy individuals. Recently, the District acquired six (6) additional nursing homes. The District intends to participate in the third phase of the supplemental payment program for nursing homes--the Quality Incentive Payment Program (“QIPP Program”)--which requires the District to make an IGT on or before May 31, 2017.  The District will make an IGT of roughly $5.4 to $6 million for all 19 nursing homes. 

To date, the District has accrued $5 million in revenues through its participation in UPL program and MPAP. These revenues are deposited in a District general operations account and are commingled with other District revenues. Despite the existing revenues, the District has had limited collateral available for securing financial assistance. The District was previously advised that it would not qualify for a loan or line of credit with a traditional lending institution because of the lack of secured collateral. As a result, since acquiring the nursing homes in August 2013, the District has entered into lending arrangements with non-traditional lenders in order to fund the required IGTs for the non-federal share of nursing home supplemental payments. The District has largely repaid the loans with revenues it has derived from nursing home operations, including revenues received from participation in the UPL program and MPAP. However, this loan arrangement has become increasingly expensive and an onerous financial burden for the District. Moving forward, the District would like to enter into lending arrangements with a traditional lending institution, and rely on both the existing supplemental payment program revenues and accounts receivable as sources of collateral.  Specifically, the District would like to enter into an arrangement that would allow the District to fund the nursing home operations and make the necessary IGTs, avoid the unreasonable high interest rates imposed under the lending arrangements with non-traditional lenders, and comply with all applicable state and federal Medicaid requirements.

Statement of Law

In a traditional secured loan transaction, a secured lender files a financing statement[footnoteRef:2] to perfect its security interest in identified accounts,[footnoteRef:3] including deposit accounts and accounts receivable intended to be used as collateral. As discussed in detail below, healthcare transactions, particularly those involving the Medicare and Medicaid programs, present unique challenges for borrowers and lenders due to the Social Security Act’s express restriction on providers’ assignment of healthcare payments made under the Medicare and Medicaid programs. [2:  U.C.C. § 9-102(a)(46). "Financing statement" means a record or records composed of an initial financing statement and any filed record relating to the initial financing statement. ]  [3:  U.C.C. § 9-310.] 


1.	Uniform Commercial Code

Article 9 of the Uniform Commercial Code sets forth the requirements governing secured transactions. In general, security interests are created when a borrower or debtor executes a security agreement in which the debtor agrees that the lender may recover identified collateral if the debtor defaults on the loan. Article 9 governs security interests in personal property, including but not limited to goods, inventory, equipment, accounts, deposit accounts, money, documents and instruments. A security interest attaches to collateral when it becomes enforceable against the debtor with respect to the collateral.[footnoteRef:4] [4:  U.C.C. § 9-203(a). Note that only a perfected security interest will have priority as against third parties. Perfection may be achieved by filing a financing statement, by possession of the collateral, or by control of the collateral. The method of perfection may depend on the type of collateral. For example, a lender seeking to perfect an interest in a deposit account as original collateral must have control of such account.] 


Pursuant to 2001 revisions to Article 9 of the Uniform Commercial Code, “health care insurance receivables” are considered a subset of “accounts” for purposes of identifying collateral for a loan.[footnoteRef:5] Health care insurance receivables are defined as “an interest in or claim under a policy of insurance which is a right to payment of a monetary obligation for health-care goods or services provided.”[footnoteRef:6] Consistent with other forms of accounts, a lender may perfect its interest in health care insurance receivables by filing a financing statement.[footnoteRef:7] If perfected, the security interest of the lender attaches to the cash proceeds of the health care insurance receivables when the debtor receives the payment. Additionally, "the secured lender may also seek to perfect its security interest in deposit accounts where the cash proceeds from the receivables are deposited when paid."[footnoteRef:8] However, unlike a security interest in health care receivables, a lender seeking to perfect an interest in a deposit account as original collateral must have control of such account.[footnoteRef:9] A lender does not need control of the deposit account in order to have a perfected security interest in the cash proceeds of the receivables,[footnoteRef:10] but must have control of the deposit account to maintain a perfected security interest in the account itself.  [5:  U.C.C. § 9-102(a)(2).]  [6:  U.C.C. § 9-102(a)(46).]  [7:  Kimberly Easter Zirkle, Not So Perfect: The Disconnect between Medicare and the Uniform Commercial Code Regarding Health Care Insurance Receivables, UNC School of Law, Volume 9, Issue 1, at 375 (2005).]  [8:  Id.]  [9:  U.C.C. §§ 9-104(a), 9-312. To gain "control" over a deposit account, a lender may be the depositary bank maintaining the deposit account at issue; a lender may become the bank's customer with respect to the deposit account, or the lender enters into a deposit account control agreement.]  [10:  Zirkle, Not So Perfect: The Disconnect between Medicare and the Uniform Commercial Code Regarding Health Care Insurance Receivables at 376.] 


Despite the addition of health care receivables as a subset of accounts under Article 9, receivables attributable to Medicare and Medicaid provider payments continue to present challenges due to the Social Security Act’s prohibition on the assignment of provider payments. As discussed below, the Medicare and Medicaid anti-assignment provisions prevent secured lenders from perfecting a security interest in the providers’ account receivables and deposit accounts.

2.	Prohibition on Reassignment of Claims

a.	Social Security Act

In 1972, Congress amended Titles XVIII and XIX of the Social Security Act to include Medicare and Medicaid anti-assignment provisions.[footnoteRef:11] Intended to prevent “factoring” agencies from purchasing Medicare and Medicaid accounts receivable at a discount and then serving as the collection agency for the accounts, the statute generally prohibits Medicare and Medicaid participating providers from assigning health care provider payments to individuals or entities other than the health care service providers themselves. [11:  See 42 U.S.C. § 1395g(c), 42 C.F.R. § 424.73 (Medicare Part A); 42 U.S.C. § 1395u(b)(6) (Medicare Part B); 42 U.S.C. § 1396a(a)(32); 42 C.F.R. § 447.10 (Medicaid).] 


		i.	Medicare

Subject to limited exceptions, Medicare does not pay amounts that are due a provider to any other person under assignment.[footnoteRef:12] In addition to federal statute and regulation, the Medicare Claims Processing Manual ("MCPM") sets forth the limitations on a provider’s right to assign payments for health care services, including limitations on a provider’s right to assign payments to a bank or financial institution.[footnoteRef:13] According to the MCPM, Medicare payments due to a provider may be sent to a bank (or similar financial institution) for deposit in the provider’s deposit account so long as the following requirements are met: [12:  See 42 U.S.C. § 1395g(c), 42 C.F.R. § 424.73.]  [13:  Medicare Claims Processing Manual, Chapter 1, Section 30.2, available at https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/downloads/clm104c01.pdf. ] 


· The bank may provide financing to the provider/supplier, as long as the bank states in writing, in the loan agreement, that it waives its right of offset. Therefore, the bank may have a lending relationship with the provider/supplier and may also be the depository for Medicare receivables; and

· The account is in the provider/supplier’s name only and only the provider/supplier may issue any instructions on that account. The bank shall be bound by only the provider/supplier’s instructions. No other agreement that the provider/supplier has with a third party shall have any influence on the account. In other words, if a bank is under a standing order from the provider/supplier to transfer funds from the provider/supplier’s account to the account of a financing entity in the same or another bank and the provider/supplier rescinds that order, the bank honors this rescission notwithstanding the fact that it is a breach of the provider/supplier’s agreement with the financing entity.[footnoteRef:14] [14:  Id. at Section 30.2.5.] 


ii.	Medicaid

Title XIX of the Social Security Act requires that a Medicaid state plan “provide that no payment under the plan for any care or service provided to an individual … shall be made to anyone other than such individual providing the care or service ….”[footnoteRef:15] The Social Security Act provides for limited exceptions, including an agent of a provider who receives provider payments pursuant to an agency agreement, so long as the payments due to the agent are unrelated to the amount of the payments and are not dependent upon the actual collection of the payments.[footnoteRef:16] [15:  42 U.S.C. § 1396a(a)(32); 42 C.F.R. § 447.10.]  [16:  Id.] 


Pursuant to federal requirement, each state’s Medicaid state plan enforces the federal prohibition against reassignment of provider claims.[footnoteRef:17] Section 4.21 of the Texas Medicaid State Plan, for example, provides that “payment for Medicaid services furnished under this plan is made only in accordance with the requirements of 42 C.F.R. 447.10.”[footnoteRef:18] As noted above, 42 C.F.R. 447.10 sets forth the prohibition against providers’ assignment of Medicaid claims. [17:  42 C.F.R. § 447.10(c).]  [18:  Texas Medicaid State Plan, Section 4.21, at 68.] 


b.	Texas State Law

	Texas effectively adopted the federal prohibition on assignment of Medicaid provider payments. However, unlike the federal statute, the Texas statute does not appear to provide for even limited exceptions. The Texas Human Resources Code provides the following broad prohibition, “neither medical assistance nor payments to providers of medical assistance … are transferable or assignable at law or in equity.”[footnoteRef:19] That being said, the state legislature amended the Texas statute in 1997 to provide that the prohibition “does not apply to the extent that it conflicts with the Social Security Act (42 U.S.C. Section 1396a(a)(32))."[footnoteRef:20] [19:  Texas Human Resources Code § 32.036(a).]  [20:  Id. at § 32.036(c).] 


3.	Prohibition on Recycling of Federal Medicaid Funds

[bookmark: _Ref349639697]Section 1902(a)(2) of the Social Security Act[footnoteRef:21] sets forth the basic requirement that states are responsible for funding no less than 40 percent of the non-federal share of Medicaid expenditures. The remaining 60 percent may be funded by “local sources.” Section 1902(a)(2) does not contain any limitation on the source of this local source funding, and longstanding federal regulations permit the use of “public funds ... transferred from other public agencies” as the non-federal share of Medicaid expenditures.[footnoteRef:22] However, the use of public funds is not unfettered. The Medicaid regulations make clear that the public funds transferred as an IGT generally may not be recycled or redirected federal funds (unless they are federal funds authorized to be used to match other federal funds).[footnoteRef:23] [21:  42 U.S.C. § 1396a(a)(2).]  [22:  42 C.F.R. § 433.51. CMS has had regulations in place dating back at least to 1977 allowing states to use “public funds” as a source of Medicaid funding.  See 42 Fed. Reg. 60564 (Nov. 28, 1977).]  [23:  42 C.F.R. § 433.51(c).] 


Discussion

Despite the Social Security Act’s prohibition on assignment of federal funds attributable to the Medicare and Medicaid programs, the District may use existing revenues and accounts receivable related to the Texas Medicaid nursing home supplemental payment programs as collateral for a loan.

1.	Medicaid accounts receivables may be used as collateral for a loan provided the payments first flow through the provider.

Since the enactment of the anti-assignment prohibition, state and federal courts have reviewed and considered the extent to which the federal prohibition on assignment restricts the collateralization of health care insurance receivables. Notably, the Fifth Circuit, in Missionary Baptist v. First National Bank, examined whether health care insurance receivables, specifically Medicaid provider payments, could be used to collateralize a loan. At issue was a group of nursing homes in Texas that granted a security interest in their Medicaid accounts to their bank lender. In reviewing the federal and state prohibitions on assignment, the court concluded not only that the state’s broad prohibition on assignment was in conflict with the federal requirement, but also that Texas Medicaid’s rigid prohibition on assignment was in conflict with the purpose of the Medicaid statute as a whole – “to enable the state to provide medical assistance on behalf of needy individuals.” The court provided that to find otherwise would “under cut a vital means of financing medical assistance for the needy.”[footnoteRef:24] Further, citing the state’s Medicaid statute, the court concluded that the state prohibition on assignment “’shall be liberally construed and applied … so that adequate and high quality health care will be available for the needy.”[footnoteRef:25] In reaching this conclusion, the court looked to the federal legislative history regarding the purpose of the anti-assignment provisions and held that Congress enacted the provisions solely in order to prevent factoring of Medicare and Medicaid accounts.[footnoteRef:26]   [24:  Missionary Baptist v. First National Bank, 796 F.2d 752, 758 (5th Cir. 1986). ]  [25:  Id.]  [26:  Id; see also Bank of Kansas v. Hutchinson Health Services, Inc., 12 Kan.App.2d 87 (1987) (reasoning that a Medicaid accounts receivable financing arrangement presented no threat of incorrect or inflated claims and concluding that 42 U.S.C. § 1396a(a)(32) does not prohibit a medical care provider from using Medicaid reimbursement payments as collateral for bank loans.); In re Boston Neighborhood Health Center Corp., 242 B.R. 562 (1999) (providing that “the three statutes do not prohibit health care providers from granting security interests in their receivables under the federal programs. In fact, the statutes contain no prohibition whatsoever on the assignment of claims. Rather, each operates by prohibiting the governmental insurer itself from making payments under its program to anyone other than the service provider [and] was intended to stop the practice of factoring and accomplishes this by prohibiting payment to those who are not providers.”).] 


In 2004, the Seventh Circuit similarly concluded that the Social Security Act’s prohibition on assignment does not prevent providers from using Medicare or Medicaid receivables as collateral. The Seventh Circuit's decision in DFS Secured Healthcare Receivables Trust v. Caregivers Great Lakes Inc. analyzed a factoring facility that purchased the right to receive the proceeds of Medicare and Medicaid accounts when such collections were received by the provider. Notably, in concluding that the arrangement was not void for illegality, the court provided that “nothing in the legislative history suggests that Congress intended to prevent healthcare providers from assigning receivables to a non-provider.”[footnoteRef:27] Rather, the court reasoned that “on its face, [the] statute stands only for the proposition that Medicare funds cannot be paid directly by the government to someone other than the provider, but it does not prohibit a third party from receiving funds if they first flow through the provider.”[footnoteRef:28] Like the Fifth Circuit in Missionary Baptist, the court stressed that “Congress passed [the] statute to remedy [factoring] by ensuring that payments would be made directly to healthcare providers.”[footnoteRef:29] [27:  DFS Secured Healthcare Receivables Trust v. Caregivers Great Lakes Inc., 384 F.3d 338, 350 (7th Cir. 2004)]  [28:  Id. ]  [29:  Id.] 


Even though case law and guidance from the Centers for Medicare & Medicare Services ("CMS") have not specifically addressed the collateralization of Medicaid supplemental payments, this would not prevent the District from using supplemental payments as collateral for a loan with a traditional lender. As noted above, health care insurance receivables are defined as “a claim under a policy of insurance which is a right to payment … for health-care goods or services provided.” Non-state government owned nursing facilities participating in the Nursing Home UPL program and MPAP that have provided funds to support the non-federal share of the supplemental payment programs are eligible to receive enhanced payments for health care goods and services provided to eligible Medicaid beneficiaries. Further, courts have repeatedly concluded that nothing in federal legislative history suggests that Congress intended to prevent healthcare providers from assigning accounts receivables to a non-provider. Therefore, in structuring a traditional lending arrangement, the nursing homes and lender need only ensure that the Medicaid funds are not paid directly by the government to the lender; the supplemental payments must first flow through the nursing home providers. 

Finally, it is worth noting that Fifth Circuit jurisprudence, controlling authority in Texas, emphasizes that preventing the use of Medicaid accounts receivables as a form of collateral runs counter to the purpose of the Medicaid program as a whole. Citing Texas' Medicaid statute, the Fifth Circuit in Missionary Baptist concluded that the state prohibition on assignment “shall be liberally construed and applied … so that adequate and high quality health care will be available for the needy.”[footnoteRef:30] Medicaid supplemental payment programs, including the Texas UPL program and MPAP, support those safety providers working to provide high quality care to needy individuals. Consistent with the court’s rationale in Missionary Baptist, to restrict the District’s nursing homes’ ability to enter into traditional loan arrangements to fund the IGTs necessary to fund the state share of the supplemental payment program would run counter to the purpose of the Medicaid program. [30:  Id.] 


a.	To ensure compliance with the state and federal anti-assignment prohibition, providers and lenders must employ the “double lock box” method to prevent the direct transfer of federal funds by the government to the lender.

As noted above, federal and state statutes and regulation, and related state and federal guidance require that a provider maintain control over the deposit account. However, a provider has the right to issue instructions regarding the use of the account, including an instruction to transfer funds from the provider’s depository account to a separate account in the name and control of the lender.[footnoteRef:31] In order to comply with the statutory and regulatory anti-assignment provisions, providers and lenders may enter into a collateral arrangement known as the “double lock box” method, which “provides the lender sufficient access to the governmental accounts receivables to provide credit support” while also complying with the federal prohibition on reassignment.[footnoteRef:32]  [31:  Id.]  [32:  Robert Harris, Using the Double Lockbox to Navigate Healthcare Asset-Based Lending (January 2007).] 


Under a double lockbox arrangement, the lender or depository bank establishes a deposit account in the name of the provider (for payment of Medicare, Medicaid and other government accounts), and a separate, second account in the name of lender. A provider may then issue instructions to the depository bank to regularly transfer the health care receivables from the provider’s deposit account to the secured lender’s account. As required under the prohibition on reassignment, payments are made directly by the government to the provider and/or provider's deposit account. Moreover, the provider maintains control over the provider deposit account. At the same time, however, through the provider's standing instructions to regularly transfer funds from the provider's account to a separate account in the name and control of the lender, the lender gains a secured interest in the receivables without violating the prohibition on reassignment. Notably, CMS has approved the double lock box method as meeting the requirements of the reassignment rule, provided the health care provider retains actual control over the funds such that the provider has the discretion to transfer funds to a lender.[footnoteRef:33]  [33:  Mark Spralding, Issues in the Securitization of Health Care Receivables, BNA Health Law Reporter, Vol. 22 Num. 47 (Dec. 2002) citing Memorandum from Christine Nye, Director, Medicaid Bureau, to All Associate Regional Administrators for Medicaid (Dec. 11, 1990); Letter from Kathleen A. Buto, Director of Policy Development, Department of Health and Human Services, to Alan E. Reider (Dec. 24, 1991); Letter from Kathleen A. Buto, Acting Director, Bureau of Eligibility, Reimbursement and Coverage for HCFA, to Cathy Kaplan (Sept. 15, 1998). ] 


While the double lock box method provides lenders and providers with an alternative means of entering into secured transactions, the double lock box method is not without financial risk to lenders. Both the provider deposit account and lender account are subject to deposit account control agreements among the provider, the lender, and the depository bank.[footnoteRef:34] Moreover, the control agreement for the provider account must contain a provision specifying that the provider retains the right to direct the disposition of funds in the provider’s deposit account, regardless of the terms of a loan agreement between the provider and the lender.[footnoteRef:35] The provider, therefore, may rescind the transfer instructions even if the rescission is a violation of the loan agreement between the provider and the lender.[footnoteRef:36] [34:  Mary H. Rose, What the Medicare, Medicaid Anti-Assignment Provisions Really Mean, American Bankruptcy Institute Journal, 34-JUN Am. Bankr. Inst. J. 26 (June 2015).]  [35:  Id.]  [36:  Id.] 


2.	Deposited revenues attributable to the nursing home supplemental payment programs may be designated as collateral for a loan.

To date, the District has acquired $5 million in revenues attributable to the nursing facility supplemental payment programs. While the revenues have been deposited in a general operations account belonging to the District, it is our understanding that the District intends to transfer the revenues attributable to the UPL program and MPAP from the operations account to a separate deposit account. Neither the Medicaid prohibition on assignment nor Medicaid’s prohibition on redirecting federal funds as the state share of financial participation would prevent the District from designating the existing revenues attributable to the nursing home supplemental payment programs as collateral for a loan.

	a.	Federal Medicaid law does not prevent the District from relying on existing revenues attributable to the nursing home supplemental payment programs for normal operating expenses, including designating the revenues as collateral for a loan.

State flexibility to develop Medicaid reimbursement methodologies has led many states to implement supplemental payment programs for state owned, non-state government owned and privately owned categories of facilities. Through implementation of these supplemental payment programs, states are able to make payments to certain classes of providers, including non-state government owned nursing facilities, above the standard Medicaid provider rates, provided the enhanced total payments do not exceed what Medicare would have paid for the same or comparable services.[footnoteRef:37] As noted above, while many states and non-state governmental entities rely on IGTs as the source of funding for the non-federal share of supplemental payment programs, federal regulations provide that states may not “recycle” or redirect federal funds to fund the state share of financial participation. [37:  42 C.F.R. § 447.272.  In a managed care context, CMS must review and approve the methodology as being in compliance with Medicaid managed care requirements.  ] 


[bookmark: _Ref482022915]In 2007, CMS issued a regulation that would have substantially revised federal guidance regarding Medicaid payment and upper payment limit requirements.[footnoteRef:38] Specifically, CMS revised the regulations to require that all health care providers in receipt of Medicaid payments "retain" the full amount of total computable payments for services furnished under the approved Medicaid State plan.[footnoteRef:39] Although the 2007 regulation was subsequently withdrawn,[footnoteRef:40] the preamble to the 2007 regulation provides guidance regarding a Medicaid provider’s discretion in allocating Medicaid revenues. Notably, in finalizing the 2007 regulation, CMS revised the broadly written retention of payments provision from the proposed rule to exclude “normal operating expenses of conducting business, such as payments related to taxes, (including health-care provider-related taxes), fees, business relationships with governments unrelated to Medicaid in which there is no connection to Medicaid payment.”[footnoteRef:41] CMS noted that the retention requirement was developed as part of an effort to curtail a variety of Medicaid financing abuses related to the recycling or redirecting of Medicaid provider payments.[footnoteRef:42] However, CMS stressed that “the retention of payments provision was not designed to interfere with the normal operating expenses of conducting business … Such normal operating expenses would not be considered ‘returning/redirecting’ a Medicaid payment.” Designating existing Medicaid revenues as collateral for a business loan would likely fall within such an exception. Moreover, since withdrawing the regulation in 2010, CMS has not issued guidance imposing new restrictions on the use of Medicaid revenues for business operations. [38:  72 Fed. Reg. 29750 (May 29, 2007).]  [39:  The 2007 regulation implemented 42 C.F.R. § 447.207, which would have required that state payment methodologies permit the provider to receive and retain the full amount of the total computable payment for services furnished under the approved State plan.]  [40:  In May 2008, the U.S. District Court for the District of Columbia overturned the final regulation as a violation of a congressional moratorium on such rulemaking, Alameda County Medical Center, et al. v. Leavitt, et al., 559 F. Supp. 2d 1 (D. D. C. 2008), and CMS has since withdrawn the regulations. See 75 Fed. Reg. 73972 (Nov. 30, 2010) & 78 Fed. Reg. 66852 (Nov. 7, 2013).]  [41:  72 Fed. Reg. at 29797.]  [42:  Id. CMS was responding to repeated concerns regarding health care providers returning or redirecting all or a portion of the payments received, either directly or indirectly, as part of a prearranged agreement (contractual or otherwise) to draw additional Federal Medicaid funds that were then diverted for other purposes. Specifically, CMS referenced reports of health care providers that were required to return a significant portion of a particular Medicaid payment to State or local government either directly upon receipt of such payment or indirectly through a transfer States and local governments would then use these funds to draw additional Federal matching dollars for other Medicaid payments and/or satisfy other non-Medicaid activities.] 


	b.	Deposited revenues or a deposit account with existing revenues may be designated as collateral for a perfected security interest.

With regard to the prohibition on assignment of Medicaid payments, we note the distinction between accounts receivable and Medicaid revenues. Health care insurance receivables are defined as “an interest in or claim under a policy of insurance which is a right to payment of a monetary obligation for health-care goods or services provided.”[footnoteRef:43] The Social Security Act generally prohibits Medicaid participating providers from assigning the right to provider payments to individuals or entities other than the health care service providers themselves. In other words, providers are prohibited from assigning the right to payments they expect, but have yet to receive. As discussed above, Medicaid provider payments must first “flow through” the provider. [43:  U.C.C. § 9-102(a)(46).] 


Unlike health care insurance receivables, the District is already in receipt of $5 million of supplemental payment program revenues. As required by law, the Medicaid payments were made directly to the nursing home providers. To subsequently designate the Medicaid receipts or revenues as collateral for a loan would not violate the state or federal prohibition on assignment of provider payments. That being said, the District and lender must still comply with all applicable Article 9 requirements. For example, if the District chooses to deposit the existing revenues in a separate deposit account, the District and lender must execute a security agreement for the deposit account or the money deposited in the deposit account. As noted above, a secured lender may seek to perfect its security interest in deposit accounts. However a lender seeking to perfect an interest in a deposit account as original collateral must have control of such account.[footnoteRef:44]  [44:  U.C.C. §§ 9-104(a), 9-312. To gain "control" over a deposit account, a lender may be the depositary bank maintaining the deposit account at issue; a lender may become the bank's customer with respect to the deposit account, or the lender enters into a deposit account control agreement.] 
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		Interest-Only Loan Calculator

		http://www.vertex42.com/Calculators/interest-only-loan.html																© 2009-2017 Vertex42 LLC



		Loan Information										Summary

						Loan Amount		$   4,775,588						Rate (per period)

Vertex42: Rate Per PAYMENT Period:
When the Compound Period is equal to the Payment Frequency, the rate per period ends up being simply the annual rate divided by the number of periods per year.		1.400%

						Annual Interest Rate		16.80%						Number of Payments		10

						Compound Period

Jon: Compound Period:
The number of times per year that the interest is compounded.
Annually: 1 time per year
Semi-Annually: 2 times per year
Quarterly: 4 times per year
Monthly: 12 times per year
Canadian mortgages are compounded semi-annually.
US mortgages are compounded monthly.

The default is to set the compound period EQUAL to the payment frequency.
WARNING:Choosing a compound period that is shorter than the payment period results in negative amortization.		Monthly						Years to Pay Off		0.83

						Term (Length) of Loan

Maria: Term of Loan
Mortgage loans usually have 15 or 30-year terms. Auto loans are usually between 2 and 5 years. For a 6-month term, enter 6/12. For interest-only loans, the Length or Term INCLUDES the interest-only period.
 
 
		0.83		yrs				Total Payments		$   5,279,735.52

						First Payment Date		6/25/17						Total Interest		$   504,147.52

						Payment Frequency

Vertex42: Payment Frequency:
This defines the Payment Period, or the number of payments per year.		Monthly						Est. Interest Savings

Maria: Estimated Interest Savings
The interest expense saved by making extra payments minus the increased interest expense from making interest-only payments. The result may be off by a small amount (a few dollars) due to rounding.		$   (128,761.17)

						Payment Type

Vertex42: Payment Type:
This affects the "type" argument in the Excel PMT function.
"End of Period" (type=0) is the most common option. Choosing "Beginning of Period" (type=1) means that you will pay zero interest on your first payment.		End of Period								.

						Interest-Only Period

Vertex42: Interest-Only (IO) Period
This defines the length of time (in years) in which the loan or mortgage payment is allowed to be zero interest. At the END of the IO period, the loan is amortized based on the number of years remaining and the current balance (in case you make extra payments during the IO period).		0.33		yrs						.

						Rounding On		Yes



						Interest-Only Payment		$66,858.23

						Payment After IO Period		$835,383.77





		Amortization Schedule

		No.		Due Date		Payment		Additional Payment

Maria: Additional Payment
The amount paid directly towards the principal, in additional to the normal payment.

In order to pay off the remaining balance, the additional payment must be the last period balance - payment due + interest due.

(Assumes no penalties for making additional payments.)		

Jon: Compound Period:
The number of times per year that the interest is compounded.
Annually: 1 time per year
Semi-Annually: 2 times per year
Quarterly: 4 times per year
Monthly: 12 times per year
Canadian mortgages are compounded semi-annually.
US mortgages are compounded monthly.

The default is to set the compound period EQUAL to the payment frequency.
WARNING:Choosing a compound period that is shorter than the payment period results in negative amortization.		

Maria: Term of Loan
Mortgage loans usually have 15 or 30-year terms. Auto loans are usually between 2 and 5 years. For a 6-month term, enter 6/12. For interest-only loans, the Length or Term INCLUDES the interest-only period.
 
 
								

Vertex42: Rate Per PAYMENT Period:
When the Compound Period is equal to the Payment Frequency, the rate per period ends up being simply the annual rate divided by the number of periods per year.		

Vertex42: Payment Frequency:
This defines the Payment Period, or the number of payments per year.		

Vertex42: Payment Type:
This affects the "type" argument in the Excel PMT function.
"End of Period" (type=0) is the most common option. Choosing "Beginning of Period" (type=1) means that you will pay zero interest on your first payment.		

Vertex42: Interest-Only (IO) Period
This defines the length of time (in years) in which the loan or mortgage payment is allowed to be zero interest. At the END of the IO period, the loan is amortized based on the number of years remaining and the current balance (in case you make extra payments during the IO period).								

Maria: Estimated Interest Savings
The interest expense saved by making extra payments minus the increased interest expense from making interest-only payments. The result may be off by a small amount (a few dollars) due to rounding.		Interest		Principal		Balance

																$4,775,588.00

		1		6/25/17		66,858.23						66,858.23		0.00		4,775,588.00

		2		7/25/17		66,858.23						66,858.23		0.00		4,775,588.00

		3		8/25/17		66,858.23						66,858.23		0.00		4,775,588.00

		4		9/25/17		66,858.23						66,858.23		0.00		4,775,588.00

		5		10/25/17		835,383.77		0.00				66,858.23		768,525.54		4,007,062.46

		6		11/25/17		835,383.77		0.00				56,098.87		779,284.90		3,227,777.56

		7		12/25/17		835,383.77		0.00				45,188.89		790,194.88		2,437,582.68

		8		1/25/18		835,383.77		0.00				34,126.16		801,257.61		1,636,325.07

		9		2/25/18		835,383.77		0.00				22,908.55		812,475.22		823,849.85

		10		3/25/18		835,383.75		0.00				11,533.90		823,849.85		0.00
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Help

		HELP

		http://www.vertex42.com/Calculators/interest-only-loan.html				© 2009-2017 Vertex42 LLC



		Using This Template

				This spreadsheet creates an amortization schedule for a fixed-rate loan, with optional extra payments and an optional interest-only period.



				The payment frequency can be annual, semi-annual, quarterly, bi-monthly, monthly, semi-monthly, bi-weekly, or weekly. Values are rounded to the nearest cent. The last payment is adjusted to bring the balance to zero.



				By default, the compound period is set equal to the payment frequency, but this can be changed if the loan is a US or Canadian mortgage for example. Be careful not to set the Compound Period shorter than the Payment Frequency because that will result in negative amortization.



				You can select whether payments are due at the End or Beginning of the payment period. The rounding option is for comparison with other calculators that do not round the payment or interest.



				Note: The spreadsheet is only valid for up to 780 payments (65-year monthly, 30-year biweekly, 15-year weekly, etc.)



		Additional Help

				The link at the top of this worksheet will take you to the web page on vertex42.com that talks about this template.



				REFERENCES

		SEE ALSO		Vertex42.com: Loan Amortization Schedule



		SEE ALSO		Vertex42.com: Personal Budget Spreadsheet



		TIPS		Vertex42.com: Spreadsheet Tips Workbook









http://www.vertex42.com/Calculators/interest-only-loan.htmlhttp://www.vertex42.com/ExcelTips/workbook.htmlhttp://www.vertex42.com/ExcelTemplates/personal-budget-spreadsheet.htmlhttp://www.vertex42.com/ExcelTemplates/loan-amortization-schedule.html

©

		Interest-Only Loan Calculator



				By Vertex42.com

				http://www.vertex42.com/Calculators/interest-only-loan.html



				© 2009-2017 Vertex42 LLC



				This spreadsheet, including all worksheets and associated content is a copyrighted work under the United States and other copyright laws.



				Do not submit copies or modifications of this template to any website or online template gallery.



				Please review the following license agreement to learn how you may or may not use this template. Thank you.



				See License Agreement

				http://www.vertex42.com/licensing/EULA_personaluse.html



				Do not delete this worksheet. If necessary, you may hide it by right-clicking on the tab and selecting Hide.
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Sheet1

		Options

		This worksheet is used to define various options and lists

		Payment Periods								Used to populate the data validation list and select the number of payments per year

				periods/year		months/period				Months per period used for calculation of the payment date in the amortization schedule

		Annual		1		12				* Months per period handled separately for semi-monthly, bi-weekly, and weekly payments

		Semi-Annual		2		6

		Quarterly		4		3

		Bi-Monthly		6		2

		Monthly		12		1

		Semi-Monthly		24		0.5		*

		Bi-Weekly		26		0.5		*

		Weekly		52		0.25		*

		Compound Periods								Used to populate the data validation list and select the number of compound periods per year

				periods/year

		Annual		1

		Semi-Annual		2

		Quarterly		4

		Bi-Monthly		6

		Monthly		12

		Semi-Monthly		24

		Bi-Weekly		26

		Weekly		52

		NPER		10						Used as a intermediate calculation

		Payment Type

		End of Period		0

		Beginning of Period		1

		Rounding On		TRUE						Used to turn off rounding (to compare to other calculators for example)
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Sheet1

				QIPP 1 (Sept. 2017-Feb. 2018)		May-17		Jun-17		Jul-17		Aug-17		Sep-17		Oct-17		Nov-17		Dec-17		Total 2017		Jan-18		Feb-18		Mar-18		Apr-18		May-18		Jun-18		Jul-18		Aug-18		Sep-18		Oct-18		Nov-18		Dec-18		Total 2018		Jan-19		Feb-19		Mar-19		Apr-19		May-19		Jun-19		Jul-19		Aug-19		Sep-19		Oct-19		Nov-19		Dec-19		Total 2019		Jan-20		Feb-20		Mar-20		Apr-20		May-20		Jun-20		Jul-20		Aug-20		Sep-20		Oct-20		Nov-20		Dec-20		Total 2020		Jan-21		Feb-21		Mar-21		Apr-21		May-21		Jun-21		Jul-21		Aug-21		Sep-21		Oct-21		Nov-21		Dec-21		Total 2021		Total

		District		Loan Received		$4,775,588.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$4,775,588.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$4,775,588.00

		District		110% IGT Out		($4,775,588.00)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($4,775,588.00)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($4,775,588.00)

		District		110% IGT Return 		$0.00		$0.00		$0.00		$0.00		$0.00		$722,546.00		$740,454.00		$766,003.00		$2,229,003.00		$776,907.00		$783,115.00

Hubert: Hubert:
Need $579,639.50 to cover 100% of IGT.		$787,015.00

Hubert: Hubert:
Cumulative IGT funds paid are: $5,202,091.30, leaving $226,838.79.
		$67,096.00		$50,859.00		$26,504.00		$16,476.00		$10,984.00		$7,641.00		$5,412.00		$4,059.00		$3,024.00		$2,539,092.00		$2,228.00		$1,671.00		$1,194.00		$796.00		$478.00		$319.00		$239.00		$160.00		$80.00		$80.00		$80.00		$80.00		$7,405.00		$80.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$80.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$4,775,580.00

		District		Loan Repayment		$0.00		$0.00		$0.00		$0.00		$0.00		($768,525.53)		($779,284.89)		($790,194.88)		($2,338,005.30)		($801,257.61)		($812,475.22)

Hubert: Hubert:
$580,709.64 pays off 100% of loan.		($823,849.87)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($2,437,582.70)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($4,775,588.00)

		District		Qrtrly Supplemental Payment		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$1,203,654.02

Hubert: Hubert:
Total paid to date using 100% Achievement is
$4,849,290.36
		

Hubert: Hubert:
Need $579,639.50 to cover 100% of IGT.		$0.00		$0.00		$1,203,654.02		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$2,407,308.04		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$2,407,308.04

		District		IGT Reconciliation		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$347,315.20		$0.00		$0.00		$0.00		$347,315.20		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$86,828.80		$0.00		$0.00		$0.00		$86,828.80		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$434,144.00

		Nursing Home		Nursing Home Qrtrly Supplemental Payment		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($601,827.01)		$0.00		$0.00		($601,827.01)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($1,203,654.02)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($1,203,654.02)

		Nursing Home		Nursing Home IGT Reconciliation Payment		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($173,657.60)		$0.00		$0.00		$0.00		($173,657.60)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($43,414.40)		$0.00		$0.00		$0.00		($43,414.40)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($217,072.00)

		District		Interest Payout		$0.00		($66,858.23)		($66,858.23)		($66,858.23)		($66,858.23)		($66,858.23)		($56,098.87)		($45,188.89)		($435,578.91)		($34,126.16)		($22,908.55)		($11,533.90)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($68,568.61)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($504,147.52)

		District		Professional Services		$0.00		$0.00		$0.00		$0.00		($108,300.00)		($108,300.00)		($108,300.00)		($108,300.00)		($433,200.00)		($108,300.00)		($108,300.00)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($216,600.00)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($649,800.00)

						$0.00		($66,858.23)		($66,858.23)		($66,858.23)		($175,158.23)		($221,137.76)		($203,229.76)		($177,680.77)		($977,781.21)		$435,050.24		($160,568.77)		($48,368.77)		$668,923.01		$50,859.00		$26,504.00		$16,476.00		$10,984.00		$181,298.60		$5,412.00		$4,059.00		$3,024.00		$1,193,652.31		$2,228.00		$1,671.00		$1,194.00		$796.00		$478.00		$319.00		$239.00		$160.00		$43,494.40		$80.00		$80.00		$80.00		$50,819.40		$80.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$80.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$266,770.50



				MPAP 3 (Sept. 2016-August 2017)		May-17		Jun-17		Jul-17		Aug-17		Sep-17		Oct-17		Nov-17		Dec-17		Total 2017		Jan-18		Feb-18		Mar-18		Apr-18		May-18		Jun-18		Jul-18		Aug-18		Sep-18		Oct-18		Nov-18		Dec-18		Total 2018		Jan-19		Feb-19		Mar-19		Apr-19		May-19		Jun-19		Jul-19		Aug-19		Sep-19		Oct-19		Nov-19		Dec-19		Total 2019		Jan-20		Feb-20		Mar-20		Apr-20		May-20		Jun-20		Jul-20		Aug-20		Sep-20		Oct-20		Nov-20		Dec-20		Total 2020		Jan-21		Feb-21		Mar-21		Apr-21		May-21		Jun-21		Jul-21		Aug-21		Sep-21		Oct-21		Nov-21		Dec-21		Total 2021		Total

		District		Loan Received		$0.00		$6,202,308.80		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$6,202,308.80		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$6,202,308.80

		District		IGT Out		$0.00		($6,202,308.80)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($6,202,308.80)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($6,202,308.80)

		District		MPAP Return 		$0.00		$0.00		$2,848,525.18		$2,848,525.18		$2,848,525.18		$2,848,525.18		$2,848,525.18		$0.00		$14,242,625.90		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$14,242,625.90

		District		Loan Repayment		$0.00				($2,848,525.18)		($2,848,525.18)		($505,258.44)		$0.00		$0.00		$0.00		($6,202,308.80)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($6,202,308.80)

		Nursing Home				$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00

				Caring		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00

				Genesis		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00

				Total		$0.00		$0.00		$0.00		$0.00		($482,038.07)		($2,000,000.00)		($2,000,000.00)		$0.00		($4,482,038.07)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($4,482,038.07)

		District		Interest Payout		$0.00		($473.79)		($13,997.11)		($7,758.62)		($1,208.73)		$0.00		$0.00		$0.00		($23,438.25)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($23,438.25)

		District		Professional Services		$0.00		$0.00		$0.00		$0.00		($635,678.00)		($207,286.00)		($214,196.00)		$0.00		($1,057,160.00)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($1,057,160.00)

						$0.00		($473.79)		($13,997.11)		($7,758.62)		$1,224,341.94		$641,239.18		$634,329.18		$0.00		$2,477,680.78		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$2,477,680.78



				QIPP 2 (March 2018-August 2018)		May-17		Jun-17		Jul-17		Aug-17		Sep-17		Oct-17		Nov-17		Dec-17		Total 2017		Jan-18		Feb-18		Mar-18		Apr-18		May-18		Jun-18		Jul-18		Aug-18		Sep-18		Oct-18		Nov-18		Dec-18		Total 2018		Jan-19		Feb-19		Mar-19		Apr-19		May-19		Jun-19		Jul-19		Aug-19		Sep-19		Oct-19		Nov-19		Dec-19		Total 2019		Jan-20		Feb-20		Mar-20		Apr-20		May-20		Jun-20		Jul-20		Aug-20		Sep-20		Oct-20		Nov-20		Dec-20		Total 2020		Jan-21		Feb-21		Mar-21		Apr-21		May-21		Jun-21		Jul-21		Aug-21		Sep-21		Oct-21		Nov-21		Dec-21		Total 2021		Total

		District		Loan Received		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$4,775,588.00		$0.00		$4,775,588.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$4,775,588.00

		District		110 % IGT Out		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($4,775,588.00)		$0.00		($4,775,588.00)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($4,775,588.00)

		District		110% IGT Return 		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$722,546.00		$740,454.00		$766,003.00		$776,907.00		$783,115.00		$787,015.00		$67,096.00		$50,859.00		$26,504.00		$4,720,499.00		$16,476.00		$10,984.00		$7,641.00		$5,412.00		$4,059.00		$3,024.00		$2,228.00		$1,671.00		$1,194.00		$796.00		$478.00		$319.00		$54,282.00		$239.00		$160.00		$80.00		$80.00		$80.00		$80.00		$80.00		$0.00		$0.00		$0.00		$0.00		$0.00		$799.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$4,775,580.00

		District		Loan Repayment		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($791,383.49)		($793,197.07)		($795,014.82)		($796,836.73)		($798,662.81)		($800,493.08)		$0.00		$0.00		$0.00		($4,775,588.00)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($4,775,588.00)

		District		Qrtrly Supplemental Payment		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$1,203,654.02		$0.00		$0.00		$1,203,654.02		$0.00		$0.00		$2,407,308.04		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$2,407,308.04

		District		IGT Reconciliation		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$347,315.20		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$347,315.20		$0.00		$0.00		$86,828.80		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$86,828.80		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$434,144.00

		Nursing Home		Nursing Home Qrtrly Supplemental Payment		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($601,827.01)		$0.00		$0.00		($601,827.01)		$0.00		$0.00		($1,203,654.02)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($217,072.00)

		Nursing Home		Nursing Home IGT Reconciliation Payment		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($173,657.60)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($173,657.60)		$0.00		$0.00		($43,414.40)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($43,414.40)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($1,203,654.02)

		District		Interest Payout		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($10,944.06)		($10,944.06)		($10,944.06)		($10,944.06)		($10,944.06)		($10,944.06)		($9,130.47)		($7,312.73)		($5,490.82)		($3,664.73)		($1,834.46)		$0.00		$0.00		$0.00		($71,209.45)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($82,153.51)

		District		Professional Services		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($108,300.00)		($108,300.00)		($108,300.00)		($108,300.00)		($108,300.00)		($108,300.00)		$0.00		$0.00		$0.00		$0.00		($649,800.00)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($649,800.00)

						$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($10,944.06)		($10,944.06)		($10,944.06)		($10,944.06)		($119,244.06)		($188,081.55)		($170,173.54)		($144,624.55)		$468,106.46		($127,512.54)		($15,312.54)		$668,923.01		$50,859.00		$26,504.00		$427,555.57		$16,476.00		$10,984.00		$181,298.60		$5,412.00		$4,059.00		$3,024.00		$2,228.00		$1,671.00		$1,194.00		$796.00		$478.00		$319.00		$227,939.60		$239.00		$160.00		$43,494.40		$80.00		$80.00		$80.00		$80.00		$0.00		$0.00		$0.00		$0.00		$0.00		$44,213.40		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$688,764.51

		2017 (Accrued Financials for QIPP 1 and 2, and MPAP3)

		Grand Total QIPP 1-4 and MPAP 3 as Proposed				May-17		Jun-17		Jul-17		Aug-17		Sep-17		Oct-17		Nov-17		Dec-17		Total 2017		Jan-18		Feb-18		Mar-18		Apr-18		May-18		Jun-18		Jul-18		Aug-18		Sep-18		Oct-18		Nov-18		Dec-18		Total 2018		Jan-19		Feb-19		Mar-19		Apr-19		May-19		Jun-19		Jul-19		Aug-19		Sep-19		Oct-19		Nov-19		Dec-19		Total 2019		Jan-20		Feb-20		Mar-20		Apr-20		May-20		Jun-20		Jul-20		Aug-20		Sep-20		Oct-20		Nov-20		Dec-20		Total 2020		Jan-21		Feb-21		Mar-21		Apr-21		May-21		Jun-21		Jul-21		Aug-21		Sep-21		Oct-21		Nov-21		Dec-21		Total 2021		Total

		District		Loans Received (Incoming)		$4,775,588.00		$6,202,308.80		$0.00		$0.00		$0.00		$0.00		$4,775,588.00		$0.00		$15,753,484.80		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$15,753,484.80

		District		IGT Out (Outgoing)		($4,775,588.00)		($6,202,308.80)		$0.00		$0.00		$0.00		$0.00		($4,775,588.00)		$0.00		($15,753,484.80)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($15,753,484.80)

		District		IGT Return (Incoming)		$0.00		$0.00		$0.00		$0.00		$0.00		$722,546.00		$740,454.00		$766,003.00		$2,229,003.00		$776,907.00		$783,115.00		$787,015.00		$789,642.00		$791,313.00		$792,507.00		$793,383.00		$794,099.00		$794,656.00		$72,508.00		$54,918.00		$29,528.00		$7,259,591.00		$18,704.00		$12,655.00		$8,835.00		$6,208.00		$4,537.00		$3,343.00		$2,467.00		$1,831.00		$1,274.00		$876.00		$558.00		$399.00		$61,687.00		$319.00		$160.00		$80.00		$80.00		$80.00		$80.00		$80.00		$0.00		$0.00		$0.00		$0.00		$0.00		$879.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$9,551,160.00

		District		MPAP Return (Incoming)		$0.00		$0.00		$2,848,525.18		$2,848,525.18		$2,848,525.18		$2,848,525.18		$2,848,525.18		$0.00		$14,242,625.90		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$14,242,625.90

		District		Loan Repayment (Outgoing)		$0.00		$0.00		($2,848,525.18)		($2,848,525.18)		($505,258.44)		($768,525.53)		($779,284.89)		($790,194.88)		($8,540,314.10)		($801,257.61)		($812,475.22)		($823,849.87)		($791,383.49)		($793,197.07)		($795,014.82)		($796,836.73)		($798,662.81)		($800,493.08)		$0.00		$0.00		$0.00		($7,213,170.70)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($15,753,484.80)

		District		QIPP Qrtrly Supplemental Payment (Incoming)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$1,203,654.02		$0.00		$0.00		$1,203,654.02		$0.00		$0.00		$1,203,654.02		$0.00		$0.00		$1,203,654.02		$0.00		$0.00		$4,814,616.08		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$4,814,616.08

		District		QIPP IGT Reconciliation (Incoming)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$347,315.20		$0.00		$0.00		$0.00		$347,315.20		$0.00		$0.00		$347,315.20		$0.00		$0.00		$0.00		$0.00		$0.00		$86,828.80		$0.00		$0.00		$0.00		$434,144.00		$0.00		$0.00		$86,828.80		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$86,828.80		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$868,288.00

		Nursing Home		Nursing Home Qrtrly Payment (Outgoing)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($601,827.01)		$0.00		$0.00		($601,827.01)		$0.00		$0.00		($601,827.01)		$0.00		$0.00		($601,827.01)		$0.00		$0.00		($2,407,308.04)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($2,407,308.04)

		Nursing Home		Nursing Home IGT Reconciliation Pymt (Outgoing)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($173,657.60)		$0.00		$0.00		$0.00		($173,657.60)		$0.00		$0.00		($173,657.60)		$0.00		$0.00		$0.00		$0.00		$0.00		($43,414.40)		$0.00		$0.00		$0.00		($217,072.00)		$0.00		$0.00		($43,414.40)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($43,414.40)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($434,144.00)

		Nursing Home		Nursing Home MPAP Payments (Outgoing)		$0.00		$0.00		$0.00		$0.00		($482,038.07)		($2,000,000.00)		($2,000,000.00)		$0.00		($4,482,038.07)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($4,482,038.07)

		District		Interest Payments		$0.00		($67,332.02)		($80,855.34)		($74,616.85)		($68,066.96)		($66,858.23)		($56,098.87)		($56,132.95)		($469,961.22)		($45,070.22)		($33,852.61)		($22,477.96)		($10,944.06)		($9,130.47)		($7,312.73)		($5,490.82)		($3,664.73)		($1,834.46)		$0.00		$0.00		$0.00		($139,778.06)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		($609,739.28)
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						$0.00		($67,332.02)		($80,855.34)		($74,616.85)		$1,049,183.71		$420,101.42		$431,099.42		($188,624.83)		$1,488,955.51		$424,106.18		($171,512.83)		($167,612.83)		$480,841.46		($119,314.54)		($118,120.55)		$484,582.46		($116,528.54)		$165,986.06		$674,335.01		$54,918.00		$29,528.00		$1,621,207.88		$18,704.00		$12,655.00		$182,492.60		$6,208.00		$4,537.00		$3,343.00		$2,467.00		$1,831.00		$44,688.40		$876.00		$558.00		$399.00		$278,759.00		$319.00		$160.00		$43,494.40		$80.00		$80.00		$80.00		$80.00		$0.00		$0.00		$0.00		$0.00		$0.00		$44,293.40		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$3,433,215.79
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scenarios.  As proposed, if we paid LTC Group for QIPP what they are requesting to
be paid and we pay high interest rates, our net return is $253,518.50 assuming a 66%
achievement rate.  Meanwhile, our interest costs would be $504,147.52 and LTC
Group costs, as proposed is $649,800.00.  We have been raising this issue with LTC
and have made it very clear that we cannot recommend committing to anything until
we get a better picture of all the different variables.

Loans with Salt Creek Capital, LLC:
 
Neches Capital is now Salt Creek Capital, LLC and unfortunately since the District is being
asked to make an IGT for QIPP one on May 25, 2017, we are not in position to utilize Post
Oak Bank in time to make this IGT.  Therefore, we have no other choice but to use Salt Creek
Capital for this one loan.  The amount of the loan is going At the end of the Promissory Note
is a loan repayment schedule g to be $4,557,788.00 to be paid in full on March 25, 2018, or in
ten (10) months.
 
See the attached loan documents that we are asking you to approve at tomorrow night’s
meeting.  It is based on an interest only payment schedule.  I found a free calculator online and
have attached it to this e-mail for you to review. 
 
Otherwise, the highlights for this loan are:
 

Pros:
 
1.      Even though the District is making an IGT on May 25, 2017, the District is not

receiving any IGT return until October 2017.  All we are being asked to pay in the
interim is interest.

 
2.      On month 5, once IGT payments are made to the District, the payment we make will

be paid directly to Lenders so that we will be reducing the principles and total interest
owed.
 

Cons:
 

1.      They are requiring us to set aside interest for the note in our Graham account up front
(May 24, 2017) and then we can transfer interest from our Interbank account to their
account at Interbank as it is due throughout the note. The amount we will need to
transfer on the 24th is $504,147.54.

 
2.      The interpretation of the IGT repayment schedule is now different than what we were

told
Regardless, the bottom line is that once we receive the funds starting in October 2017,
the amount of the funds we will receive will be less than the amount we owe as the
amount we owe is based on receipt of equal payments as we initially thought.  I tried to
get Rusty to agree to let us repay all that we have received so that we would not have
to dip into our reserves but it created too many complications with his investors. 

 
Status of Post Oak Bank Loans:  Despite working tirelessly to avoid using Salt Creek
Capital, formerly Neches Capital, and being able to use a traditional bank, Post Oak Bank, we
simply have run out of time for this first loan.  The reasons being:



 
1.      We need to approve the 2014 and 2015 Audit but we don’t have a final copy yet.  We

are expecting drafts today. 
 

2.      In addition, we just received the final draft of the Legal Opinion that will allow us to
utilize funds already accumulated and funds expected to be received as collateral for
Post Oak Bank to issue loans in the future.  I have attached a copy of this final version
for you to review. 

 
3.      Lastly, Post Oak Bank, for the initial loans, would like for the District to put up some

collateral before issuing some loans.  Once the Bank sees how the programs work, we
will not have to do this.  In order to put up this collateral, we need the settlement funds
from the State of Texas but are still a week or two out from receiving them. 
 

Regardless all three of these issues should be resolved in the next couple of weeks and then we
should be in good shape to go with Post Oak Bank.  Moving forward, the cost of this same
loan will be around $82,000.00.  I am hoping to be able to demonstrate all of this to you
tomorrow!
 
MPAP 3: 

 
Lastly, as it relates to MPAP 3, there is still lots in the air and that should be clarified in the
next two weeks.  As it currently is modeled, we anticipate a request for an IGT in early June
but we still don’t know if and when we are requested to make the IGT if the Plan will be
approved.  If the plan has not been approved by CMS, there is no guarantees on when and if
the MPAP return will be made. If the plan is approved and the payments start flowing in July,
we are prepared to work with Post Oak Bank to fund the loan.  The cost of this loan would be
$23,500.00 as opposed to $500,000.00. 
 
It has taken me three months to get all this straight in my mind and we know that there will be
lots of questions.  For now, we need to get the IGT made and then we can meet as frequently
as you would like to make sure you understand the program details and all the variables we are
dealing with.  Regardless, please call me anytime and I will be happy to answer questions. 
 
District Budget:
 
At this meeting, we will need to amend our budget to account for the anticipated activity
resulting from QIPP 1 and 2 and MPAP.  Attached is a spreadsheet showing the cash flow for
these three IGTs using Salt Creek Capital for the first QIPP loan and then using Post Oak
Bank for the QIPP 2 and MPAP 3.  
 
**PLEASE NOTE:  The spreadsheet for the three IGTS assumes:
 

1.      The numbers used assume MPAP 3 will be initiated and completed in 2017. 
 

2.      For budgeting purposes only, I assume LTC is going to be paid what they are
requesting and assigned these payments to the months accrued.  In saying this, I am not
recommending we agree to this but just putting it in the spreadsheet so that David can
use it for budget purposes.
 



3.      Lastly, I assume when the first Achievement payments are made in month 4, we split
the payment with the Managers and receive 100% of the balance of the 110% IGT over
20 months.  In reality, I don’t recommend this but again, this is for budgeting only. 

 
Sincerely,
 
Hubert Oxford, IV
Benckenstein & Oxford, L.L.P.
3535 Calder Avenue, Suite 300
Beaumont, Texas 77706
(409) 951-4721 Direct
(409) 351-0000 Cell
(409) 833-8819 Fax
 
CONFIDENTIAL NOTICE

This e-mail transmission (and/or the documents accompanying it) may contain confidential
information belonging to the sender which is protected by the attorney-client privilege. This
information is intended only for the use of the individual or entity named above. If you are not the
intended recipient, you are hereby notified that any disclosure, copying, distribution or the taking of
any action in reliance on the contents of this information is strictly prohibited. If you have received
this e-mail in error, please immediately send a reply and delete the e-mail promptly. If there is any
question or difficulty, please notify us by calling us collect at phone number (409) 833-9182.
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4852-5434-6291.2 
 

  (Resolution __) 
 

{1020/139/00211687.1} 

 RESOLUTION OF THE BOARD OF DIRECTORS WINNIE-STOWELL 
HOSPITAL DISTRICT REGARDING AFFILIATION WITH LONG TERM 
CARE PROVIDERS TO IMPROVE FUNDING FOR MEDICAID LONG 
TERM CARE AND OTHER HEALTH CARE SERVICES IN THE 
COMMUNITY  

 
WHEREAS, the Winnie Stowell Hospital District, a governmental entity and body politic 

established pursuant to CHAPTER 286 OF THE TEXAS HEALTH & SAFETY CODE (“District”) 
subleases the nursing facilities known as Marshall Manor Nursing & Rehabilitation Center, Spring 
Branch Transitional Care Center, Garrison Nursing Home & Rehabilitation Center and Golden 
Villa (the “Facilities”) and engages Marshall Manor Healthcare LLC, Spring Branch SNF LLC, Garrison 
Healthcare LP, and Golden Villa Healthcare LLC, respectively, to manage Facility operations pursuant to 
the subleases, management agreements and operations transfer agreements (the "Transaction 
Documents") between the parties. 

 
WHEREAS, in order to enter into the sublease arrangements described above, the approval of 

the United States Department of Housing and Urban Development ("HUD") and Housing & Healthcare 
Finance LLC, a Delaware limited liability company (the "Mortgagee"), including entering into certain 
documents with respect to the Facilities, including but not limited to: (i) a Healthcare Regulatory 
Agreement – Sub-Operator with HUD, (ii) an Estoppel Certificate relating to the sublease, (iii) a Sub-
Operator Security Agreement in favor of the Mortgagee and HUD granting a security interest in the 
District’s assets used at or directly in connection with the Facilities (all such assets are hereinafter referred 
to as the "Collateral"), (iv) deposit account control agreements related to such receivables and the bank 
accounts of the District related to the Facility; (v) subordination agreements, and (vi) such other 
documents required by HUD or the Mortgagee and deemed necessary or helpful by any one or more of 
the below designated individuals (collectively, the "HUD Approval Documents"). 

 
NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of the District hereby 

adopts the following resolutions: 
 
1. The Board hereby authorizes the District to (a) enter into, deliver and perform the Transaction 

Documents; (b) enter into, deliver and perform the HUD Approval Documents and (c) take 
such other actions that are necessary or helpful to consummate the transactions contemplated 
by the Transaction Documents or the HUD Approval Documents; and 
 

2. The Board of Directors of the District authorizes Mr. Elroy Henry, the Chairman of the Board 
for the District, to sign the HUD Approval Documents, any documents or applications related 
to nursing facility licensure, Medicaid and Medicare participation, and any related documents 
required for participation in the Minimum Payment Amounts Program or any successor 
programs, along with any other documents necessary to effect this transaction; and 

 
I further certify that the District is duly organized and existing, and has the power to take the 

action called for by the foregoing resolutions. 
 

 IN WITNESS WHEREOF, I have hereunto set my hand as Secretary this ___ day of 
________________, 2017.  
 
_______________________________________ 
Edward Murrell, Secretary  
Board of Directors 
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Loan 10 
(10 Month) Short Term REVENUE NOTE 

May 25, 2017 –March 25, 2018  
 
BORROWER INFORMATION 
 
Winnie-Stowell Hospital District 
538 Broadway 
Winnie, Texas 77665 
 
NOTE.  This Commercial Promissory Note dated May 25, 2017, will be referred to in this document as the “Note.” 
LENDER.  “Lender” means Salt Creek Capital, LLC whose address is P. O. Box, 930, 455 Elm Street, Suite 100, 
Graham, Young County, Texas 76450, its successors and assigns. 
BORROWER.  The Winnie Stowell Hospital District (“Borrower”) is a Political Subdivision of the State of Texas 
that was created pursuant to Article IX, Section 9 of the Texas Constitution and Chapter 286 of the Health and 
Safety Code.   
REVENUE NOTE.  Both Borrower and Lender agree that Article III, Section 52 of the Texas Constitution, 
prohibits the Legislature from authorizing any county, city, town or other political corporation or subdivision 
of the State to lend its credit or to grant public money or thing of value in aid of, or to any individual, 
association or corporation whatsoever, or to become a stockholder in such corporation, association or 
company.  Both the Borrower and the Lender understand that neither the State of Texas, the Borrower, nor 
any political corporation, subdivision, or agency of the state, (i.e., Debtor) shall be obligated to pay the same 
or the interest thereon and that neither the faith and credit nor the taxing power of the state, the unit, or any 
other political corporation, subdivision, or agency thereof is pledged to the payment of the principal of or the 
interest on such debt, note, or bonds.   
PROMISE TO PAY.  For value received, receipt of which is hereby acknowledged, on May 25, 2017, (the 
Maturity Date), the Borrower promises to pay the principal amount of four million seventy seven-five thousand five  
hundred and eighty-eight dollars and 00/100 Dollars ($4,775,588.00) and all interest on the outstanding principal 
balance and all other charges provided for in this Note, including service charges, to the order of Lender at its office 
at the address noted above or at such other place as Lender may designate in writing.  The Borrower will make all 
payments in lawful money of the United States of America. 
PAYMENT SCHEDULE.  This Note will be paid according to the following schedule: Unpaid interest accrued in 
the amount of $68,858.23 on the unpaid principal balance of this Note shall be due and payable in four (4) equal 
monthly payments on June 25, 2017, July 25, 2017, August 25, 2017, and September 25, 2017, and then the 
remaining principal and interest shall be paid in six (6) equal monthly payments of $835,383.77 due on October 25, 
2017, November 25, 2017, December 25, 2017, January 25, 2018, February 25, 2018, and March 25, 2018, with any 
and all remaining principal payment and accrued interest on the Note being due and payable on the Maturity Date, 
without notice or demand.  (See Exhibit “A”). All payments received by the Lender for application on this Note may 
be applied to the Borrower’s obligations under this Note in such order and manner as Lender shall determine in its 
sole discretion.  
INTEREST RATE AND SCHEDULED PAYMENT CHANGES.  Interest on the principal of this Note from 
time to time outstanding will begin to accrue on the date of this Note and continue until all principal and accrued 
interest on this Note shall have been fully paid and satisfied.  Before maturity, the interest rate on this Note will be 
fixed at 16.8% per annum, and all past due principal and interest shall bear interest at a rate per annum equal to the 
less of 18% per annum or the Highest Lawful Rate.  It is the intention of Borrower and Lender to conform strictly to 
the usury laws in force in the State of Texas and in the United States of America, as applicable.  If, for any reason 
whatsoever, the interest paid or received on this Note shall exceed the Highest Lawful Rate (defined below), the 
owner or holder of this Note shall credit on the principal hereof, or after all principal has been paid, refund to the 
payor, such portion of said interest as may be necessary to cause the interest paid on this Note to equal to the 
Highest Lawful Rate.  “Highest Lawful Rate” means the maximum non-usurious rate of interest from time to time 
permitted by applicable federal or Texas law, whichever permits the higher lawful rate.  All sums paid or agreed to 
be paid to the owner or holder hereof for the use, forbearance or detention of the indebtedness evidenced hereby 
shall, to the extent permitted by applicable law, be amortized, prorated, allocated and spread throughout the full term 
of this Note.  To the fullest extent permitted by law, all amounts charged, paid or received hereunder shall be 
characterized as a fee or an expense and not as interest.  In the event any amount is charged, paid or received 
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hereunder which would result in a payment of interest in excess of the Highest Lawful Rate, such overcharged or 
overpaid amount may, at Lender’s or any subsequent owner’s or holder’s discretion, be applied as a partial 
prepayment of principal or refunded to Borrower. 
LATE PAYMENT CHARGE.  If any required payment is more than 10 days late, then at Lender’s option, Lender 
will assess a late payment charge of 5.000% of the amount of the required payment then past due. 
SECURITY.  This Note is secured by a security agreement dated May 25th, 2017, between the Borrower, as debtor, 
and the Lender, as secured party, covering deposit accounts. 
RIGHT OF SET-OFF.  To the extent permitted by law, Borrower agrees that Lender has the right to set-off any 
amount due and payable under this Note, whether matured or unmatured, against any amount owing by Lender to 
Borrower.  Such right of set-off may be exercised by Lender against Borrower or against any assignee for the benefit 
of creditors, receiver, or execution, judgment or attachment creditor of Borrower, or against else claiming through or 
against Borrower or such assignee for the benefit of creditors, receiver, or execution, judgment or attachment 
creditor, notwithstanding the fact that such right of set-off has not been exercised by Lender prior to the making, 
filing or issuance or service upon Lender of, or of notice of, assignment for the benefit of creditors, appointment or 
application for the appointment of a receiver, or issuance of execution, subpoena or order or warrant.  Borrower 
agrees to hold Lender harmless from any claim arising as a result of Lender exercising Lender’s right to set-off. 
RELATED DOCUMENTS.  The words “Related Documents” mean all promissory notes, security agreements, 
mortgages, deeds of trust, deeds to secure debt, business loan agreements, construction loan agreements, resolutions, 
guaranties, environmental agreements, subordination agreements, assignments and any other documents or 
agreements executed in connection with this Note whether now or hereafter existing, including any modifications, 
extensions, substitutions or renewals of any of the foregoing.  The Related Documents are hereby made a part of this 
Note by reference thereto, with the same force and effect as if fully set forth herein. 
DEFAULT.  Upon the occurrence of any one of the following events (Each, an “Event or Default” or “default” or 
“event of default”), Lender’s obligations, if any, to make any advances will, at Lender’s option, immediately 
terminate and Lender, at its option, may declare all indebtedness of Borrower to Lender under this Note immediately 
due and payable without further notice of any kind notwithstanding anything to the contrary in this Note or any other 
agreement: (a) Borrower’s failure to make any payment on time in the amount due; (b) any default by Borrower 
under the terms of this Note or any other Related Documents executed in connection with this Note; (c) any default 
by Borrower under the terms of any Related Documents in favor of Lender; (d) the dissolution or termination of 
existence of Borrower or any guarantor; (e) Borrower is not paying Borrower’s debts as such debts become due; (f) 
the commencement of any proceeding under bankruptcy or insolvency laws by or against Borrower or any guarantor 
or the appointment of a receiver; (g) any default under the terms of any other indebtedness of Borrower to any other 
creditor; (h) any writ of attachment, garnishment, execution, tax lien or similar instrument is issued against any 
collateral securing the loan, if any, or any of Borrower’s property or any judgment is entered against Borrower or 
any guarantor; (i) any part of Borrower’s business is sold to or merged with any other business, individual, or entity; 
(j) any representation or warranty made by Borrower to Lender in any of the Related Documents or any financial 
statement delivered to Lender proves to have been false in any material respect as of the time when made or given; 
(k) if any guarantor, or any other party to any Related Documents in favor of Lender entered into or delivered in 
connection with this Note terminates, attempts to terminate or defaults under any such Related Documents in favor 
of Lender entered into or delivered in connection with this Note terminates, attempts to terminate or defaults under 
any such Related Documents; (l) Lender has deemed itself insecure or there has been a material adverse change of 
condition of the financial prospects of Borrower or any collateral securing the obligations owing to Lender by 
Borrower.  Upon the occurrence of an event of default, Lender may pursue any remedy available under any Related 
Document, at law or in equity. 
GENERAL WAIVERS.  To the extent permitted by law, the Borrower severally waives any required notice of 
presentment, demand, acceleration, intent to accelerate, protest and any other notice and defense due to extensions 
of time or other indulgence by Lender or to any substitution or release of collateral.  No failure or delay on the part 
of Lender, and no course of dealing between Borrower and Lender, shall operate as a waiver of such power or right, 
nor shall any single or partial exercise of any power or right preclude other or further exercise thereof or the exercise 
of any other power or right. 
JOINT AND SEVERAL LIABILITY.  If permitted by law, each Borrower executing this Note is jointly and 
severally bound. 
SEVERABILITY.  If a court of competent jurisdiction determines any term or provision of this Note is invalid or 
prohibited by law, that term or provision will be ineffective to the extent required.  Any term or provision that has 
been determined to be invalid or prohibited will be severed from the rest of this Note without invalidating the 
remainder of either the affected provision or this Note. 
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SURVIVAL.  The rights and privileges of the Lender hereunder shall inure to the benefit of its successors and 
assigns, and this Note shall be binding on all heirs, executors, administrators, assigns and successors of Borrower. 
ASSIGNABILITY.  Lender may assign, pledge or otherwise transfer this Note or any of its rights and powers under 
this Note without notice, with all or any of the obligations owing to Lender by Borrower, and in such event the 
assignee shall have the same rights as if originally named herein in place of Lender.  Borrower may not assign this 
Note or any benefit accruing to it hereunder or delegate any of its obligations hereunder without the express written 
consent of the Lender. 
GOVERNING LAW.  This Note is governed by the laws of the state of Texas except to the extent that federal law 
controls.  Venue shall be deemed to be proper in Young, County, Texas, being the place of payment on this note and 
the place at which the contract had its inception and is to be performed. 
HEADING AND GENDER.  The headings preceding text in this Note are for general convenience in identifying 
subject matter, but have no limiting impact on the text which follows any particular heading.  All words used in this 
Note shall be construed to be of such gender or number as the circumstances require.  
ATTORNEYS’ FEES AND OTHER COSTS.  If legal proceedings are instituted to enforce the terms of this Note, 
Borrower agrees to pay all costs of the Lender in connection therewith, including reasonable attorney’s fees, to the 
extent permitted by law. 
ADDITIONAL PROVISIONS.  Federal Small Business Certification. Borrower represents, warrants and certifies, 
that none of the principals of Borrower or Borrower’s affiliates have been convicted of, or pleaded nolo contender 
to, any offense covered by 42 U.S.C. sec.16911(7).  For purposes of this subsection, the term “principal” means: (a) 
with respect to a sole proprietorship, the proprietor; (b) with respect to a partnership, each managing partner and 
each partner who is a natural person and holds twenty percent (20.00%) or more ownership interest in the 
partnership; and (c) with respect to a corporation, limited liability company, association or development company, 
each director, each of the five most highly compensated executives or officers of the entity, and each natural person 
who is direct or indirect holder of twenty percent (20.00%) or more of the ownership stock or stock equivalent of the 
entity. 
The loan proceeds are to fund operation of its nursing homes, including Borrower’s inter-governmental transfers for 
Borrower’s participation in the Supplemental Payments to Non-State Government-Owned Nursing Facilities 
Program provided for and described in Tex. Admin. Code §355.314.  Borrower and signers, with proper board of 
director approval and consent, certify the loan proceeds will be used for this sole purpose, and to the best of their 
knowledge, they are authorized to borrow this loan for this purpose.  Borrower and signers, with proper board of 
director approval and consent, also certify that the reimbursement to the Borrower of transferred funds and the 
applicable federal matching funds received from the aforementioned IGT made with the proceeds of these loaned 
funds will be utilized to directly and without diversion repay the outstanding principal and accrued interest on this 
note to its holder.  Further, such federal matching funds received by Borrower shall be placed in Borrower’s account 
at Interbank in Graham, Young County, Texas, and shall be used to first repay the principal and unpaid accrued 
interest owed as a result of this Note, prior to further disposition of such funds. 
This Note and the Related Documents constitute the complete and final expression of the parties’ loan agreement 
and may not be amended or modified by oral agreement. 
No present or future agreement securing any other debt owed to Salt Creek Capital, LLC will secure the payment of 
this Loan if, with respect to this loan, Borrower fails to fulfill any necessary requirements or limitations of Sections 
19(a), 32 or 35 of Regulation Z or if, as a result, this Loan would become subject to Section 670 of the John Warner 
National Defense Authorization Act for Fiscal Year 2007.  This Note is governed by the laws of Texas and the 
United States of America, and to the extent required, by the laws of the jurisdiction where the property securing this 
Note is located, except to the extent such state laws are preempted by federal law.  Borrower agrees to supply Salt 
Creek Capital, LLC with whatever information it reasonably requests.  Salt Creek Capital, LLC will make requests 
for this information without undue frequency, and will give Borrower reasonable time in which to supply the 
information.  Unless otherwise required by law, any notice will be given by delivering it or mailing it by email or 
first class mail.  Notice to one Borrower will be deemed to be notice to all Borrowers.  Borrower will inform Salt 
Creek Capital, LLC in writing of any change in my name, address or other application information and agrees to 
provide Salt Creek Capital, LLC any correct and complete financial statements or other information it requests.  
Borrower agrees to sign, deliver, and file any additional documents or certifications that Salt Creek Capital, LLC 
may consider necessary to perfect, continue, and preserve any obligations under the Loan and to confirm Salt Creek 
Capital, LLC lien status on any Property.  Time is of the essence.  
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[SIGNATURE PAGE TO FOLLOW] 
 By signing this Note, Borrower acknowledges reading, understanding, and agreeing to all its 
provisions and receipt of a true and complete copy of this Note. 

 
 
      Borrower: Winnie-Stowell Hospital District 
 
               By:________________________ 
        Name:______________________ 
        Title: ______________________ 
 



 

 

Exhibit “A” 
Payment Schedule 

 
Line of Credit Calculator
http://w w w .vertex42.com/Calculators/line-of-credit.html © 2010-2017 Vertex42 LLC

Borrower: Lender:

Phone: (409)296-1003

Inputs Balance at End of Draw Period
Credit Limit 4,775,588 Total Borrowed 4,775,588.00 

Starting Interest Rate 16.80% Total Payments 5,012,302.62 
Draw Period in Years 0.83 Total Interest Accrued 504,147.54 

First Day Interest Accrues 5/25/2017 Ending Principal Balance 823,849.85 
Payment Frequency Monthly Deferred Interest Balance - 

Days in Year 360 Total Balloon Payment Owed 823,849.85 
.

Use Random Rates? No #
Min Change -0.35%
Max Change 0.45%

Minimum Interest Rate 2.00%

Payment Schedule

No.
Payment

Date
Interest

Rate
Interest 
Accrued Payment 

Amount 
Borrowed Principal

Principal 
Balance

Deferred  
Interest Total Owed

5/25/2017 16.80% 4,775,588.00  $4,775,588.00
1 6/25/17 16.80% 66,858.23 0.00 4,775,588.00 0.00 4,775,588.00
2 7/25/17 16.80% 66,858.23 0.00 4,775,588.00 0.00 4,775,588.00
3 8/25/17 16.80% 66,858.23 0.00 4,775,588.00 0.00 4,775,588.00
4 9/25/17 16.80% 66,858.23 0.00 4,775,588.00 0.00 4,775,588.00
5 10/25/17 16.80% 66,858.23 835,383.77 768,525.54 4,007,062.46 0.00 4,007,062.46
6 11/25/17 16.80% 56,098.87 835,383.77 779,284.90 3,227,777.56 0.00 3,227,777.56
7 12/25/17 16.80% 45,188.89 835,383.77 790,194.88 2,437,582.68 0.00 2,437,582.68
8 1/25/18 16.80% 34,126.16 835,383.77 801,257.61 1,636,325.07 0.00 1,636,325.07
9 2/25/18 16.80% 22,908.55 835,383.77 812,475.22 823,849.85 0.00 823,849.85
10 3/25/18 16.80% 11,533.92 835,383.77 823,849.55 0.00 0.00 0.00

Winnie Stowell Hospital District
P.O. Box 930, 455 Elm Street, Suite 100, 
Graham, Texas 76540

Salt Creek Capital, LLC

Phone:

P.O. Box 1997
Winnie Texas 77706

0
1,000,000
2,000,000
3,000,000
4,000,000
5,000,000
6,000,000

6/
1/

20
17

Principal Balance Deferred  Interest

 



 

 
 

 
 
 
 

Exhibit “G-2”  
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- LOAN. 10 
LOAN AND SECURITY AGREEMENT FOR 

(10 MONTH) -SHORT TERM COMMERCIAL REVENUE NOTE  
May 25, 2017 – March 25, 2018 

 
Effective as of May 25, 2017, WINNIE-STOWELL HOSPITAL DISTRICT, a political 

subdivision of the State of Texas (“Debtor”), whose address is P.O. Box 1997, Winnie, Texas 77665, and 
SALT CREEK CAPITAL, LLC (“Secured Party”), a Texas limited liability company whose address is 
P.O. Box 930, 455 Elm Street, Suite 100, Graham, Texas 76540, agree as follows: 

ARTICLE 1 
LOAN AGREEMENT 

Debtor is a Political Subdivision of the State of Texas that was created pursuant to Article IX, 
Section 9 of the Texas Constitution and Chapter 286 of the Health and Safety Code.  Pursuant to Article 
III, Section 52 of the Texas Constitution, the Legislature shall have no power to authorize any county, 
city, town or other political corporation or subdivision of the State to lend its credit or to grant public 
money or thing of value in aid of, or to any individual, association or corporation whatsoever, or to 
become a stockholder in such corporation, association or company.  Both the Debtor and the Lender 
understand that neither the State of Texas, the unit, nor any political corporation, subdivision, or agency 
of the state (i.e., the Debtor) shall be obligated to pay the same or the interest thereon and that neither the 
faith and credit nor the taxing power of the state, the unit, or any other political corporation, subdivision, 
or agency thereof is pledged to the payment of the principal of or the interest on such debt, note, or bonds.   

 
Debtor and Secured Party have agreed that Secured Party will from time to time, in its discretion 

and on an uncommitted basis, fund a loan or loans to Debtor to fund Debtor’s operation of its nursing 
homes, including Debtor’s inter-governmental transfers for Debtor’s participation in the Supplemental 
Payments to Non-State Government-Owned Nursing Facilities Program provided for and described in 
Tex. Admin. Code §355.314, as amended, each such loan to be evidenced by a promissory note (the 
“Note”, whether one or more) executed or to be executed by Debtor and made payable to the order of 
Secured Party.  Secured Party will deposit the proceeds of each loan that it elects to make into the 
Funding and Disbursement Account (defined in clause (ii) of Article 2) and Debtor will fund the related 
inter-governmental transfer from the Funding and Disbursement Account.  Debtor agrees to cause all 
matching Federal funds that are returned to Debtor under such program to be deposited into the Funding 
and Disbursement Account, and shall withdraw such funds from the Funding and Disbursement Account 
only (i) before maturity of the related Note, to pay accrued interest on the related Note, (ii) at maturity of 
the related Note, to pay it off and (iii) after payment in full of the related Note, to disburse the remaining 
balance of such matching Federal funds to itself and its nursing homes.  

ARTICLE 2 
CREATION OF SECURITY INTEREST 

In order to secure the prompt and unconditional payment of the Debt (defined in Section 3.2) and 
the other obligations of Debtor hereinafter described or referred to, and the performance of the 
obligations, covenants, agreements and undertakings herein described, and to the extent allowed by the 
United States Code; Code of Federal Regulations; any rules and regulations promulgated by an agent of 
the United State of America, including but not limited to, the Center for Medicare and Medicaid Services 
(“CMS”); Article III, Section 52 of the Texas Constitution; or statutes of the State of Texas, Debtor 
hereby grants to Secured Party a security interest in and mortgages, assigns, transfers, delivers, pledges, 
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sets over and confirms to Secured Party all of Debtor’s non-Federal, non-Medicaid, or non-Medicare 
revenues, powers, privileges, rights, titles and interests (including all power of Debtor, if any, to pass 
greater title than it has itself) of every kind and character now owned or hereafter acquired, created or 
arising in and to the following: 

(i) Account maintained by the Debtor with InterBank, Graham, Texas, Account Number: 
1755271008, for the purpose of serving as the Debtor’s savings account and 
intergovernmental transfer TexNet account and all deposits now or hereafter made to that 
account (the “Funding and Disbursement Account”); 

(ii) Account maintained by Debtor with Wells Fargo Bank in Beaumont, Texas, 
Account Number 3296617180 known as the District Sweep Account..   

 
(iii) Accounts maintained by Debtor with Post Oak Bank in Beaumont, Texas known 

as the Commercial Disbursement  Accounts for the following: 
 

Account Name Account Number 
Highand Park 1067180 
Marshall Manor West 1067206 
Rose Haven 1067230 

 
(iv) To the extent allowed by the laws of the United States and the State of Texas, all other 

bank deposit accounts now owned or hereafter established or acquired by Debtor with 
InterBank, Graham, Texas or any other state bank or national banking association; and 

(v) all interest on the foregoing; all modifications, extensions and increases of the foregoing; 
all sums now or at any time hereafter on deposit in the foregoing or represented by the 
foregoing; all shares, deposits, investments and interest of every kind of Debtor at any 
time evidenced by any deposit account receipt or certificate relating to the foregoing or 
issued in connection with the foregoing, and all other related property; 

together with all accessions, appurtenances and additions to and substitutions for any of the foregoing and 
all products and proceeds of any of the foregoing, together with all renewals and replacements of any of 
the foregoing, all accounts, receivables, accounts receivable, instruments, notes, chattel paper, documents, 
books, records, contract rights and general intangibles arising in connection with any of the foregoing.  
All of the property and interests described in this Article are herein collectively called the “Collateral.”  
The inclusion of proceeds does not authorize Debtor to sell, dispose of or otherwise use the Collateral in 
any manner not authorized by Secured Party in writing.  It is expressly contemplated that additional 
Collateral may from time to time be pledged to Secured Party as additional security for the Debt 
(hereinafter defined), and the term “Collateral” as used herein shall be deemed for all purposes hereof to 
include all such Collateral, together with all other property of the types described above related to the 
Collateral. 

 Each capitalized term used but not otherwise defined herein shall have the meaning ascribed to 
such term in the Loan Agreement. 
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ARTICLE 3 
SECURED INDEBTEDNESS 

3.1. This Security Agreement (this “Agreement”) is made to secure Note, (10 Month Day) Short Term 
Commercial Note signed on May 25, 2017 by the Debtor with a term ending March 25, 2018, and all of 
the following present and future debt and obligations including: 

(a) any and all obligations of Debtor, whether absolute or contingent and howsoever and whensoever 
arising under the Note or any of them; 

(b) any and all obligations of Debtor evidenced by the Note and the any Related Documents (as 
defined in the Note, to which reference is here made for all purposes); 

(c) all other obligations incurred by Debtor to Secured Party, if any, described or referred to in any 
other place in this Agreement; and 

(d) any and all sums and the interest which accrues on them as provided in this Agreement which 
Secured Party may advance or which Debtor may owe Secured Party pursuant to this Agreement 
on account of Debtor’s failure to keep, observe or perform any of Debtor’s covenants under this 
Agreement. 

3.2. The term “Debt” means and includes all debt and obligations of Debtor to Secured Party 
described or referred to in Section 3.1.  The Debt includes interest and other obligations accruing or 
arising on the Debt after (a) commencement of any case under any bankruptcy or similar laws by or 
against any party comprising Debtor or any other person or entity now or hereafter primarily or 
secondarily obligated to pay all or any part of the Debt (with such parties comprising Debtor and any such 
other persons and entities being sometimes hereinafter collectively referred to as “Obligors”) or (b) the 
obligations of any Obligor shall cease to exist by operation of law or for any other reason.  The Debt also 
includes all reasonable attorneys’ fees and any other expenses incurred by Secured Party in enforcing this 
Agreement. 

ARTICLE 4 
REPRESENTATIONS AND WARRANTIES 

Debtor represents and warrants as follows: 

(a) Debtor is the legal and equitable owner and holder of good and marketable title to the Collateral 
free of any adverse claim and free of any security interest or encumbrance except only for the 
security interest granted hereby in the Collateral.  Debtor agrees to defend the Collateral and its 
proceeds against all claims and demands of any person at any time claiming the Collateral, its 
proceeds or any interest in either.  Debtor has not heretofore granted control of the Collateral to 
any Person other than Secured Party, or signed or authorized the filing of any financing statement 
directly or indirectly affecting the Collateral or any part of it which has not been completely 
terminated of record, and no such financing statement signed or authorized by Debtor is now on 
file in any public office. 

(b) Debtor’s execution, delivery and performance of this Agreement has been duly authorized by all 
necessary action under Debtor’s organizational documents and otherwise. Debtor’s execution, 
delivery and performance of this Agreement do not and will not require (i) any consent of any 
other person or entity or (ii) any consent, license, permit, authorization or other approval 
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(including foreign exchange approvals) of any court, arbitrator, administrative agency or other 
governmental authority, or any notice to, exemption by, any registration, declaration or filing 
with or the taking of any other action in respect of, any such court, arbitrator, administrative 
agency or other governmental authority. 

(c) Neither execution or delivery of this Agreement, nor the fulfillment of or compliance with the 
terms and provisions hereof will (i) violate any constitutional provision, law or rule, or any 
regulation, order or decree of any governmental authority or the basic organizational documents 
of Debtor or (ii) conflict with or result in a breach of the terms, conditions or provisions of, or 
cause a default under, any agreement, instrument, franchise, license or concession to which 
Debtor is a party or bound. 

(d) Debtor has duly and validly executed, issued and delivered this Agreement.  This Agreement is in 
proper legal form for prompt enforcement and is Debtor’s valid and legally binding obligation, 
enforceable in accordance with its respective terms.  Debtor does not have any indebtedness other 
than indebtedness owing to Secured Party and indebtedness specifically disclosed in writing to 
Secured Party prior to the date hereof. 

(e) Debtor is now solvent, and no bankruptcy or insolvency proceedings are pending or contemplated 
by or to Debtor’s knowledge against Debtor.  Debtor’s liabilities and obligations under this 
Agreement do not and will not render Debtor insolvent, because Debtor’s liabilities to exceed 
Debtor’s assets or leave Debtor with too little capital to properly conduct all of its business as 
now conducted or contemplated to be conducted. 

(f) All of Debtor’s books and records with regard to the Collateral are maintained and kept at the 
address of Debtor set forth in this Agreement. 

(g) The liens and security interests of this Agreement will constitute valid and perfected first and 
prior liens and security interests on the Collateral, subject to no other liens, security interests or 
charges whatsoever. 

(h) The Collateral is genuine, free from any restriction on transfer, duly and validly authorized and 
issued, constituting the valid and legally binding obligation of the issuer or issuers thereof, 
enforceable in accordance with its terms, and fully paid, and is hereby duly and validly pledged 
and hypothecated to Secured Party in accordance with law. 

(i) There is no action, suit or proceeding pending or, to the best of Debtor’s knowledge, threatened 
against or affecting Debtor or the Collateral, at law or in equity, or before or by any governmental 
authority, which might result in any material adverse change in Debtor’s business or financial 
condition or in the Collateral or in Debtor’s other property or Debtor’s interest in it. 

(j) Debtor is not in default with respect to any order, writ, injunction, decree or demand of any court 
or other governmental authority, in the payment of any debt for borrowed money or under any 
agreement or other papers evidencing or securing any such debt. 

(k) Debtor is not a party to any contract or agreement which materially and adversely affects its 
business, property, assets or financial condition. 
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ARTICLE 5 
COVENANTS 

5.1. Debtor covenants and agrees with Secured Party as follows: 

(a) Debtor shall furnish to Secured Party such instruments as may be reasonably required by Secured 
Party to assure Secured Party’s control of the Collateral and the transferability of the Collateral 
when and as often as may be requested by Secured Party. 

(b) If the validity or priority of this Agreement or of any rights, titles, security interests or other 
interests created or evidenced hereby shall be attacked, endangered or questioned or if any legal 
proceedings are instituted with respect thereto, Debtor will give prompt written notice thereof to 
Secured Party and at Debtor’s own cost and expense will diligently endeavor to cure any defect 
that may be developed or claimed, and will take all necessary and proper steps for the defense of 
such legal proceedings, and Secured Party (whether or not named as a party to legal proceedings 
with respect thereto) is hereby authorized and empowered to take such additional steps as in its 
judgment and discretion may be necessary or proper for the defense of any such legal proceedings 
or the protection of the validity or priority of this Agreement and the rights, titles, security 
interests and other interests created or evidenced hereby, and all expenses so incurred of every 
kind and character shall constitute sums advanced pursuant to Section 5.2. 

(c) Debtor will, on request of Secured Party, (i) promptly correct any defect, error or omission which 
may be discovered in the contents of this Agreement or in any other instrument executed in 
connection herewith or in the execution or acknowledgment thereof, (ii) execute, acknowledge, 
deliver and record or file such further instruments (including further security agreements, 
financing statements and continuation statements) and do such further acts as may be necessary, 
desirable or proper to carry out more effectively the purposes of this Agreement and such other 
instruments and to subject to the security interests hereof and thereof any property intended by 
the terms hereof and thereof to be covered hereby and thereby including specifically any 
renewals, additions, substitutions, replacements or appurtenances to the then Collateral, and (iii) 
execute, acknowledge, deliver, procure and record or file any document or instrument (including 
specifically any financing statement) deemed advisable by Secured Party to protect the security 
interest hereunder against the rights or interests of third persons, and Debtor will pay all costs 
connected with any of the foregoing. 

(d) To the extent not prohibited by applicable law, Debtor will pay all out-of-pocket costs and 
expenses and reimburse Secured Party for any and all expenditures of every character incurred or 
expended from time to time in connection with enforcing and realizing upon Secured Party’s 
security interests in and liens on any of the Collateral, and all costs and expenses relating to 
Secured Party’s exercising any of its rights and remedies under this Agreement or at law; 
provided, that no right or option granted by Debtor to Secured Party or otherwise arising pursuant 
to any provision of this or any other instrument shall be deemed to impose or admit a duty on 
Secured Party to supervise, monitor or control any aspect of the character or condition of any of 
the Collateral or any operations conducted in connection with it for the benefit of Debtor or any 
other person or entity other than Secured Party.  Any amount to be paid under this Section by 
Debtor to Secured Party shall be a demand obligation owing by Debtor to Secured Party and shall 
bear interest from the date of expenditure until paid at the highest lawful rate permitted by 
applicable law (the “Past Due Rate”). 
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(e) Debtor will not sell, lease, exchange, lend, rent, assign, transfer or otherwise dispose of, or 
pledge, hypothecate or grant any security interest in, or permit to exist any lien, security interest, 
charge or encumbrance against, all or any part of the Collateral or any interest therein or permit 
any of the foregoing to occur or arise or permit title to the Collateral, or any interest therein, to be 
vested in any other party, in any manner whatsoever, by operation of law or otherwise, without 
the prior written consent of Secured Party. 

(f) Debtor agrees that as part of this Security Agreement, Debtor will comply with the terms of its 
Second Amended Transfer Procedures adopted by the Debtor’s Board on January 20, 2016, 
including, but not limited, obtaining written consent of the Secured Party before changing the 
Procedures. 

5.2. If Debtor should fail to comply with any of its agreements, covenants or obligations under this 
Agreement and such failure continues beyond any applicable notice or cure period afforded herein, then 
Secured Party (in Debtor’s name or in Secured Party’s own name) may perform them or cause them to be 
performed for Debtor’s account and at Debtor’s expense, but shall have no obligation to perform any of 
them or cause them to be performed.  Any and all expenses thus incurred or paid by Secured Party shall 
be Debtor’s obligations to Secured Party due and payable on demand, and each shall bear interest from 
the date Secured Party pays it until the date Debtor repays it to Secured Party, at the Past Due Rate.  Upon 
making any such payment or incurring any such expense, Secured Party shall be fully and automatically 
subrogated to all of the rights of the person, corporation or body politic receiving such payment.  Any 
amounts owing by Debtor to Secured Party pursuant to this or any other provision of this Agreement shall 
automatically and without notice be and become a part of the Debt and shall be secured by this and all 
other instruments securing the Debt. 

ARTICLE 6 
EVENTS OF DEFAULT 

The occurrence of an Event of Default under any Note shall constitute an Event of Default (herein so 
called) under this Agreement. 

ARTICLE 7 
REMEDIES IN EVENT OF DEFAULT 

7.1. At any time after the occurrence of an Event of Default: 

(a) Secured Party shall have the option of declaring, without notice to any person, all Debt to be 
immediately due and payable and take possession of such Debt and all accrued and unpaid 
interest from any accounts on which secured party has perfected a lien; 

(b) Secured Party shall have all the rights of a secured party after default under the Uniform 
Commercial Code of Texas and in conjunction with, in addition to or in substitution for those 
rights and remedies: 

(i) it shall not be necessary that the Collateral or any part thereof be present at the location of 
any sale pursuant to the provisions of this Article; and 

(ii) before application of proceeds of disposition of the Collateral to the Debt, such proceeds 
shall be applied to the reasonable expenses of retaking, holding, preparing for sale or 
lease, selling, leasing and the like and the reasonable attorneys’ fees and legal expenses 
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incurred by Secured Party, each Obligor, to the extent applicable, to remain liable for any 
deficiency; and 

(iii) the sale by Secured Party of less than the whole of the Collateral shall not exhaust the 
rights of Secured Party hereunder, and Secured Party is specifically empowered to make 
successive sale or sales hereunder until the whole of the Collateral shall be sold; and, if 
the proceeds of such sale of less than the whole of the Collateral shall be less than the 
aggregate of the Debt, this Agreement and the security interest created hereby shall 
remain in full force and effect as to the unsold portion of the Collateral just as though no 
sale had been made; and 

(iv) in the event any sale hereunder is not completed or is defective in the opinion of Secured 
Party, such sale shall not exhaust the rights of Secured Party hereunder and Secured Party 
shall have the right to cause a subsequent sale or sales to be made hereunder; and 

(v) any and all statements of fact or other recitals made in any bill of sale or assignment or 
other instrument evidencing any foreclosure sale hereunder as to nonpayment of any 
indebtedness or as to the occurrence of any default, or as to Secured Party having 
declared all of such indebtedness to be due and payable, or as to notice of time, place and 
terms of sale and the Collateral to be sold having been duly given, as to any other act or 
thing having been duly done by Secured Party, shall be taken as prima facie evidence of 
the truth of the facts so stated and recited; and 

(vi) Secured Party may appoint or delegate any one or more persons as agent to perform any 
act or acts necessary or incident to any sale held by Secured Party, including the sending 
of notices and the conduct of sale, but in the name and on behalf of Secured Party; and 

(vii) demand of performance, advertisement and presence of property at sale are hereby 
WAIVED by Debtor and Secured Party is hereby authorized to sell hereunder any 
evidence of debt it may hold as security for the Debt.  All demands and presentments of 
any kind or nature are expressly WAIVED by Debtor.  Debtor WAIVES the right to 
require Secured Party to pursue any other remedy for the benefit of Debtor and agrees 
that Secured Party may proceed against any Obligor for the amount of the Debt owed to 
Secured Party without taking any action against Debtor any other Obligor without selling 
or otherwise proceeding against or applying any of the Collateral in Secured Party’s 
possession. 

7.2. All remedies herein expressly provided for are cumulative of any and all other remedies existing 
at law or in equity and are cumulative of any and all other remedies provided for in any other instrument 
securing the payment of the Debt, or any part thereof, or otherwise benefiting Secured Party, and the 
resort to any remedy provided for hereunder or under any such other instrument or provided for by law 
shall not prevent the concurrent or subsequent employment of any other appropriate remedy or remedies. 

7.3. Secured Party may resort to any security given by this Agreement or to any other security now 
existing or hereafter given to secure the payment of the Debt, in whole or in part, and in such portions and 
in such order as may seem best to Secured Party in its sole and absolute discretion, and any such action 
shall not in anywise be considered as a waiver of any of the rights, benefits or security interests evidenced 
by this Agreement. 
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7.4. To the full extent Debtor may do so, Debtor agrees that Debtor will not at any time insist upon, 
plead, claim or take the benefit or advantage of any law now or hereafter in force providing for any 
appraisement, valuation, stay, extension or redemption, and Debtor, for Debtor, Debtor’s heirs, devisees, 
executors, administrators, personal representatives, successors, receivers, trustees and assigns, and for any 
and all persons ever claiming any interest in the Collateral, to the extent permitted by law, hereby 
WAIVES and releases all rights of redemption, valuation, appraisement, stay of execution, notice of 
intention to mature or to declare due the whole of the Debt, notice of election to mature or to declare due 
the whole of the Debt and all rights to a marshaling of the assets of Debtor, including the Collateral, or to 
a sale in inverse order of alienation in the event of foreclosure of the security interest hereby created. 

ARTICLE 8 
ADDITIONAL AGREEMENTS 

8.1. Subject to the automatic reinstatement provisions set forth below, upon full payment and 
performance of the Debt and final termination of all obligations, if any, of Secured Party to fund loans or 
provide other financial accommodations to or for Debtor, all rights under this Agreement shall terminate 
and the Collateral shall thereafter become wholly clear of the security interest evidenced hereby, and upon 
written request by Debtor such security interest shall be released by Secured Party in due form, at 
Debtor’s cost. 

8.2. Secured Party may waive any default without waiving any other prior or subsequent default.  
Secured Party may remedy any default without waiving the default remedied.  The failure by Secured 
Party to exercise any right, power or remedy upon any default shall not be construed as a waiver of such 
default or as a waiver of the right to exercise any such right, power or remedy at a later date.  No single or 
partial exercise by Secured Party of any right, power or remedy hereunder shall exhaust the same or shall 
preclude any other or further exercise thereof, and every such right, power or remedy hereunder may be 
exercised at any time and from time to time.  No modification or waiver of any provision hereof nor 
consent to any departure by Debtor therefrom shall in any event be effective unless the same shall be in 
writing and signed by Secured Party and then such waiver or consent shall be effective only in the 
specific instances, for the purpose for which given and to the extent therein specified.  No notice to nor 
demand on Debtor in any case shall of itself entitle Debtor to any other or further notice or demand in 
similar or other circumstances.  Acceptance by Secured Party of any payment in an amount less than the 
amount then due on the Debt shall be deemed an acceptance on account only and shall not in any way 
affect the existence of a default hereunder. 

8.3. Secured Party shall not be required to take any steps necessary to preserve any rights against prior 
parties to any of the Collateral. 

8.4. The security interest and other rights of Secured Party hereunder shall not be impaired by any 
indulgence, moratorium or release granted by Secured Party, including but not limited to (a) any renewal, 
extension or modification which Secured Party may grant with respect to the Debt, (b) any surrender, 
compromise, release, renewal, extension, exchange or substitution which Secured Party may grant in 
respect of any item of the Collateral, or any part thereof or any interest therein, or (c) any release or 
indulgence granted to any endorser, guarantor or surety of the Debt. 

8.5. Debtor hereby authorizes Secured Party to cause all financing statements and continuation 
statements relating hereto to be recorded, filed, re-recorded and refiled in such manner and in such places 
as Secured Party shall reasonably elect and will pay all such recording, filing, re-recording, and refiling 
taxes, fees and other charges.  Debtor also hereby authorizes Secured Party to take such other measures as 
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Secured Party may deem necessary or appropriate to perfect any security interests created hereunder in 
and to the Collateral. 

8.6. In the event the ownership of the Collateral or any part thereof becomes vested in a person other 
than Debtor, Secured Party may, without notice to Debtor, deal with such successor or successors in 
interest with reference to this Agreement and to the Debt in the same manner as with Debtor, without in 
any way vitiating or discharging Debtor’s liability hereunder or upon the Debt.  No sale of the Collateral, 
and no forbearance on the part of Secured Party and no extension of the time for the payment of the Debt 
given by Secured Party shall operate to release, discharge, modify, change or affect, in whole or in part, 
the liability of Debtor hereunder for the payment of the Debt or the liability of any other person hereunder 
for the payment of the Debt, except as agreed to in writing by Secured Party. 

8.7. Any other or additional security taken for the payment of any of the Debt shall not in any manner 
affect the security given by this Agreement. 

8.8. If any part of the Debt cannot be lawfully secured by this Agreement, or if the lien, assignments 
and security interests of this Agreement cannot be lawfully enforced to pay any part of the Debt, then and 
in either such event, at the option of Secured Party, all payments on the Debt shall be deemed to have 
been first applied against that part of the Debt. 

8.9. This Agreement shall not be changed orally but shall be changed only by agreement in writing 
signed by Debtor and Secured Party.  No course of dealing between the parties, no usage of trade and no 
parole or extrinsic evidence of any nature shall be used to supplement or modify any of the terms or 
provisions of this Agreement. 

8.10. Any notice, request or other communication required or permitted to be given hereunder shall be 
given in writing by delivering it against receipt for it, by depositing it with an overnight delivery service 
or by depositing it in a receptacle maintained by the United States Postal Service, postage prepaid, 
registered or certified mail, return receipt requested, addressed to the respective parties at the addresses 
shown herein (and if so given, shall be deemed given when mailed).  Debtor’s address for notice may be 
changed at any time and from time to time, but only after thirty (30) days’ advance written notice to 
Secured Party and shall be the most recent such address furnished in writing by Debtor to Secured Party.  
Secured Party’s address for notice may be changed at any time and from time to time, but only after ten 
(10) days’ advance written notice to Debtor and shall be the most recent such address furnished in writing 
by Secured Party to Debtor.  Actual notice, however and from whomever given or received, shall always 
be effective when received. 

8.11. This Agreement shall be binding upon Debtor, and the heirs, devisees, executors, administrators, 
personal representatives, trustees, beneficiaries, conservators, receivers, successors and assigns of Debtor, 
including all successors in interest of Debtor in and to all or any part of the Collateral, and shall benefit 
Secured Party and its successors and assigns. 

8.12. Secured Party is hereby authorized at any time and from time to time after the occurrence of an 
Event of Default, without notice to any person or entity (and Debtor hereby WAIVES any such notice) to 
the fullest extent permitted by law, to set-off and apply any and all monies, securities and other properties 
of Debtor now or in the future in the possession, custody or control of Secured Party, or on deposit with 
or otherwise owed to Debtor by Secured Party  including without limitation the Collateral and all other 
monies, securities and other properties held in general, special, time, demand, provisional or final 
accounts or for safekeeping or as collateral or otherwise (but excluding those accounts clearly designated 
as escrow or trust accounts held by Debtor for others unaffiliated with Debtor) against any and all of 
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Debtor’s obligations to Secured Party now or hereafter existing, irrespective of whether Secured Party 
shall have made any demand therefor. 

8.13. If any provision of this Agreement is held to be illegal, invalid or unenforceable under present or 
future laws, the legality, validity and enforceability of the remaining provisions of this Agreement shall 
not be affected thereby, and this Agreement shall be liberally construed so as to carry out the intent of the 
parties to it.  Each waiver in this Agreement is subject to the overriding and controlling rule that it shall 
be effective only if and to the extent that (a) it is not prohibited by applicable law and (b) applicable law 
neither provides for nor allows any material sanctions to be imposed against Secured Party for having 
bargained for and obtained it. 

8.14. The pronouns used in this Agreement are in the masculine and neuter genders but shall be 
construed as feminine, masculine or neuter as occasion may require.  “Secured Party”, “Obligor” and 
“Debtor” as used in this Agreement include the heirs, devisees, executors, administrators, personal 
representatives, trustees, beneficiaries, conservators, receivers, successors and assigns of those parties. 

8.15. The section headings appearing in this Agreement have been inserted for convenience only and 
shall be given no substantive meaning or significance whatever in construing the terms and provisions of 
this Agreement.  Terms used in this Agreement which are defined in the Texas Uniform Commercial 
Code are used with the meanings as therein defined.  Wherever the term “including” or a similar term is 
used in this Agreement, it shall be read as if it were written “including by way of example only and 
without in any way limiting the generality of the clause or concept referred to.” 

8.16. This Agreement is performable in Young County, Texas, which shall be a proper place of venue 
for suit on or in respect of this Agreement.  Debtor irrevocably agrees that any legal proceeding in respect 
of this Agreement shall be brought in the district courts of Young County, Texas or the United States 
District Court for the Northern District of Texas.  Nothing herein shall affect the right of Secured Party to 
commence legal proceedings or otherwise proceed against Debtor in any jurisdiction or to serve process 
in any manner permitted by applicable law.  Debtor agrees that a final judgment in any such action or 
proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in 
any other manner provided by law.  THIS AGREEMENT SHALL BE GOVERNED BY AND 
CONSTRUED IN ACCORDANCE WITH THE APPLICABLE LAWS OF THE STATE OF TEXAS 
AND THE UNITED STATES OF AMERICA FROM TIME TO TIME IN EFFECT. 

8.17. Debtor agrees that, if at any time all or any part of any payment previously applied by Secured 
Party to the Debt is or must be returned by Secured Party or recovered from Secured Party for any reason 
(including the order of any bankruptcy court), this Agreement shall automatically be reinstated to the 
same effect, as if the prior application had not been made, and, in addition, Debtor hereby agrees to 
indemnify Secured Party against, and to save and hold Secured Party harmless from any required return 
by Secured Party or recovery from Secured Party of any such payments because of its being deemed 
preferential under applicable bankruptcy, receivership or insolvency laws, or for any other reason. 

8.18. This Agreement embodies the entire agreement and understanding between Secured Party and 
Debtor with respect to their subject matter and supersedes all prior conflicting or inconsistent agreements, 
consents and understandings relating to such subject matter.  Debtor acknowledges and agrees there is no 
oral agreement between Debtor and Secured Party which has not been incorporated in this Agreement. 

8.19. Provided no default or Event of Default is continuing, cash on deposit comprising the Collateral 
may be requested by Debtor to pay for customary operating expenses of the Project incurred by Debtor 
after the date the Evidence of Completion has been delivered to Lender.  Such requests shall be 
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accompanied by bills or invoices setting forth in reasonable detail the basis for the expense, the name of 
the payee, and all relevant payment information.   

NOTICE PURSUANT TO TEX. BUS. & COMM. CODE 26.02 
 
 THIS AGREEMENT, THE LOAN AGREEMENT AND ANY OTHER RELATED CREDIT 
DOCUMENTS TOGETHER CONSTITUTE A WRITTEN AGREEMENT AND REPRESENT THE 
FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY 
EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS OF 
THE PARTIES.  THE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES. 

 

DEBTOR: 

WINNIE-STOWELL HOSPITAL DISTRICT 
 
 
 
By:  
Name:  Edward Murrell 
Title:   President, Winnie Stowell Hospital District  
 

SECURED PARTY: 
 
SALT CREEK CAPITAL, LLC 
 
 
 
By:  
Name: Alfred G. Allen, III 
Title:   President 
 

 
 
 



 

                                                                               

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exhibit B 
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Loan 10 
Blocked Account Control  

Agreement (“Shifting Control”) 
 
 
AGREEMENT dated as of  May 25, 2017, by and among WINNIE-STOWELL HOSPITAL DISTRICT   (the “District”), 
SALT CREEK CAPITAL, LLC (the “Lender”) and INTERBANK  (the “Depositary”). 
 
The parties hereto refer to Account No. 1755271008 in the name of District maintained at Depositary (the “Account”) 
and hereby agree as follows: 

  
1. District and Lender notify Depositary that by separate agreement District has granted Lender a security interest, attached hereto as 

Exhibit A, in the Account and all funds on deposit from time to time therein.  Depositary acknowledges being so notified.  
 

2. The purpose of this Agreement is to perfect a lien against the District’s Texnet Account at Interbank in Graham, Texas, Account No. 
1755271008, in the event the District defaults on the attached (10 Month) Short Term Commercial Note No. 10 signed on May 25, 2017 
by the District.  (See Exhibit B) 

 
Prior to the Effective Time (as defined below) Depositary shall honor all withdrawal, payment, transfer or other fund disposition or other 
instructions which the District is entitled to give under the Account Documentation (as hereinafter defined) (collectively, “instructions”) 
received from the District (but not those from Lender) concerning the Account.  On and after the Effective Time (and without District’s 
consent), Depositary shall honor all instructions received from Lender (but not those from District) concerning the Account and District 
shall have no right or ability to access or withdraw or transfer funds from the Account. 
 
For the purposes hereof, the “Effective Time” shall be the opening of business on the business day next succeeding the business day on 
which a notice purporting to be signed by Lender in substantially the same form as Exhibit C, attached hereto, with a copy of this 
Agreement attached thereto (a “Shifting Control Notice”), is actually received by Depositary; provided that if any such notice is so 
received after 2:00 PM, Central time, on any business day, the “Effective Time” shall be the opening of business on the second business 
day next succeeding the business day on which such receipt occurs; and provided further, that a “business day” is any day other than a 
Saturday, Sunday or other day on which Depositary is authorized or required by law to be closed.  
 
Notwithstanding the foregoing: (i) all transactions involving or resulting in a transaction involving the Account duly commenced by 
Depositary or any affiliate prior to the Effective Time and so consummated or processed thereafter shall be deemed not to constitute a 
violation of this Agreement; and (ii) Depositary and/or any affiliate may (at its discretion and without any obligation to do so) (x) cease 
honoring District’s instructions and/or commence honoring solely Lender’s instructions concerning the Account at any time or from time to 
time after it becomes aware that Lender has sent to it a Shifting Control Notice but prior to the Effective Time therefor (including without 
limitation halting, reversing or redirecting any transaction referred to in clause (i) above), or (y) deem a Shifting Control Notice to be 
received by it for purposes of the foregoing paragraph prior to the specified unit’s actual receipt if otherwise actually received by 
Depositary (or if such Shifting Control Notice does not comply with the form attached hereto as Exhibit C or does not attach an 
appropriate copy of this Agreement), with no liability whatsoever to District or any other party for doing so. 

 
3. This Agreement supplements, rather than replaces, Depositary’s deposit account agreement, terms and conditions and other standard 

documentation in effect from time to time with respect to the Account or services provided in connection with the Account (the “Account 
Documentation”), which Account Documentation will continue to apply to the Account and such services, and the respective rights, 
powers, duties, obligations, liabilities and responsibilities of the parties thereto and hereto, to the extent not expressly conflicting with the 
provisions of this Agreement (however, in the event of any such conflict, the provisions of this Agreement shall control).  Prior to issuing 
any instructions on or after the Effective Time, Lender shall provide Depositary with such documentation as Depositary may reasonably 
request to establish the identity and authority of the individuals issuing instructions on behalf of Lender.  Lender may request the 
Depositary to provide other services (such as automatic daily transfers) with respect to the Account on or after the Effective Time; 
however, if such services are not authorized or otherwise covered under the Account Documentation, Depositary’s decision to provide 
any such services shall be made in its sole discretion (including without limitation being subject to District and/or Lender executing such 
Account Documentation or other documentation as Depositary may require in connection therewith). 

 
4. Depositary agrees not to exercise or claim any right of offset, banker’s lien or other like right against the Account for so long as this 

Agreement is in effect except with respect to (i) returned or charged-back items, reversals or cancellations of payment orders and other 
electronic fund transfers or other corrections or adjustments to the Account or transactions therein, (ii) overdrafts in the Account or (iii) 
Depositary’s charges, fees and expenses with respect to the Account or the services provided hereunder.      

 
5. Notwithstanding anything to the contrary in this Agreement:  (i) Depositary shall have only the duties and responsibilities with respect to 

the matters set forth herein as is expressly set forth in writing herein and shall not be deemed to be an agent, bailee or fiduciary for any 
party hereto; (ii) Depositary shall be fully protected in acting or refraining from acting in good faith without investigation on any notice 
(including without limitation a Shifting Control Notice), instruction or request purportedly furnished to it by District or Lender in accordance 
with the terms hereof, in which case the parties hereto agree that Depositary has no duty to make any further inquiry whatsoever; (iii) it is 
hereby acknowledged and agreed that Depositary has no knowledge of (and is not required to know) the terms and provisions of the 
separate agreement referred to in paragraph 1 above or any other related documentation or whether any actions by Lender (including 
without limitation the sending of a Shifting Control Notice), District or any other person or entity are permitted or a breach thereunder or 
consistent or inconsistent therewith, (iv) Depositary shall not be liable to any party hereto or any other person for any action or failure to 
act under or in connection with this Agreement except to the extent such conduct constitutes its own willful misconduct or gross 
negligence (and to the maximum extent permitted by law, shall under no circumstances be liable for any incidental, indirect, special, 
consequential or punitive damages); and (v) Depositary shall not be liable for losses or delays caused by force majeure, interruption or 



 

 Page 2 of 2 pages       

malfunction of computer, transmission or communications facilities, labor difficulties, court order or decree, the commencement of 
bankruptcy or other similar proceedings or other matters beyond Depositary’s reasonable control. 

 
6. District hereby agrees to indemnify, defend and save harmless Depositary against any loss, liability or expense, including reasonable 

fees and disbursements of counsel (collectively, “Covered Items”), incurred in connection with this Agreement or the Account (except to 
the extent due to Depositary's willful misconduct or gross negligence) or any interpleader proceeding relating thereto or incurred as a 
result of following District's direction or instruction.  Lender hereby agrees to indemnify, defend and save harmless Depositary against 
any Covered Items incurred (i) on or after the Effective Time in connection with this Agreement or the Account (except to the extent due 
to Depositary's willful misconduct or gross negligence) or any interpleader proceeding related thereto, (ii) as a result of following Lender’s 
direction or instruction (including without limitation Depositary’s honoring of a Shifting Control Notice) or (iii) due to any claim by Lender of 
an interest in the Account or the funds on deposit therein. 

 
7. Depositary may terminate this Agreement (i) in its discretion upon the sending of at least thirty (30) days' advance written notice to the 

other parties hereto or (ii) because of a material breach by District or Lender of any of the terms of this Agreement or the Account 
Documentation, upon the sending of at least five (5) days advance written notice to the other parties hereto.  Lender may terminate this 
Agreement in its discretion upon the sending of at least three (3) days advance written notice to the other parties hereto, provided  that 
Depository may shorten or waive the requirement that Lender’s notice be in advance and any such shortening or waiver shall be binding 
on all parties.  Any other termination or any amendment or waiver of this Agreement shall be effected solely by an instrument in writing 
executed by all the parties hereto.  The provisions of paragraphs 5 and 6 above shall survive any such termination. 

 
8. District shall compensate Depositary for the opening and administration of the Account and services provided hereunder in accordance 

with Depositary’s fee schedules from time to time in effect.  Payment will be effected by a direct debit to the Account. 
 
9. This Agreement:  (i) may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the 

signatures thereto and hereto were upon the same instrument; (ii) shall become effective when counterparts hereof have been signed by  
the parties hereto; and (iii) shall be governed by and construed in accordance with the laws of the State of Texas.  All notices 
under this Agreement shall be in writing and sent (including via emailed pdf or similar file or facsimile transmission) to the parties hereto 
at their respective addresses, email addresses or fax numbers set forth below (or to such other address, email address or fax number as 
any such party shall designate in writing to the other parties from time to time). 

 
IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as of the date first above written. 
 

WINNIE-STOWELL HOSPITAL DISTRICT SALT CREEK CAPITAL, LLC 

By: 
 

 Date: By:  Date:  

Name:  Edward Murrell Name:  Alfred G. Allen, III 

   Title:  President    Title:  Manager 

Address for 
Notices:  

P.O. Box 1997, 538 Broadway               
Address for 
Notices:                         

P.O. Box 930, 455 Elm Street, Suite 100 

Winnie, Texas 77665 Graham, Texas 76540 

Fax No.:  (409) 296-6326 Fax No.:  (940) 549-5691 

Email Address: Murrelledward@yahoo.Com Email Address: aga@turnerandallen.com 
 

INTERBANK 

By: 
 

 Date:  

 
Name:  Harold Wilbanks 

   Title:  Sr. Vice President 
  
Address for other Notices:   
InterBank 
455 Elm Street 
Graham, Texas 76450 
Attention: __Harold Wilbanks__________________ 
Email: __ harold.wilbanks@interbankus.com_____ 
Fax No.:  ___________________          
 

Address For Shifting Control and Termination Notices:     
InterBank 
455 Elm Street 
Graham, Texas 76450 
Attention: __Harold Wilbanks__________________ 
Email: __harold.wilbanks@interbankus.com_______ 
Fax No.:  ___________________ 

 



 

                                                                               

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Exhibit A 



 

                                                                               

Exhibit C 
 

SHIFTING CONTROL NOTICE 
 
 
 
InterBank 
455 Elm Street 
Graham, Texas 76450 
Attention: __Harold Wilbanks_____ 
Email:   harold.wilbanks@interbankus.com__ 
Fax No.:  ___________________ 
 
 
Re:  Blocked Account Control Agreement dated as of May 24 2017, (the “Agreement”) by and among 
 
Winnie-Stowell Hospital District (“Debtor”), SALT CREEK Capital, LLC (“Secured 
Party”) 

 
and InterBank 

 
relating to Account(s) 1755271008 
 
 
 
Ladies and Gentlemen: 
 
This constitutes a Shifting Control Notice as referred to in paragraph 2 of the Agreement, a copy of which is attached hereto. 
 
 
 
SALT CREEK CAPITAL, LLC 

 
By: 

  
Date: 

 

Name:  Alfred G. Allen, III 

Title:  Manager 
 



 

 
 

 
 
 
 

Exhibit “G-4” 
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DEPOSIT ACCOUNT CONTROL AGREEMENT 
 

(Access Restricted after Notice) 

This Deposit Account Control Agreement (the “Agreement”), dated as of the date specified on the 
initial signature page of this Agreement, is entered into by and among WINNIE- STOWELL HOSPITAL 
DISTRICT (“Company”), Salt Creek Capital, LLC (“Secured Party”) and Wells Fargo Bank, National 
Association (“Bank”), and sets forth the rights of Secured Party and the obligations of Bank with 
respect to the deposit accounts of Company at Bank identified at the end of this Agreement as the 
Collateral Accounts (each hereinafter referred to individually as a “Collateral Account” and collectively 
as the “Collateral Accounts”).  Each account designated as a Collateral Account includes, for purposes 
of this Agreement, and without the necessity of separately listing subaccount numbers, all subaccounts 
presently existing or hereafter established for deposit reporting purposes and integrated with the 
Collateral Account by an arrangement in which deposits made through subaccounts are posted only to 
the Collateral Account.  Each Collateral Account operated as a “Multi-Currency Account” is a deposit 
account maintained with Bank’s Cayman Islands Branch, which may be denominated in foreign 
currency. 
 
1. Secured Party’s Interest in Collateral Accounts.  Secured Party represents that it is either (i) 

a lender who has extended credit to Company and has been granted a security interest in the 
Collateral Accounts or (ii) such a lender and the agent for a group of such lenders.  Company 
hereby confirms the security interest granted by Company to Secured Party in all of Company’s 
right, title and interest in and to the Collateral Accounts and all sums now or hereafter on 
deposit in or payable or withdrawable from the Collateral Accounts (the “Collateral Account 
Funds”).  In furtherance of the intentions of the parties hereto, this Agreement constitutes written 
notice by Secured Party to Bank and Bank’s Cayman Islands Branch of Secured Party’s 
security interest in the Collateral Accounts. 

 
2. Secured Party Control.  Bank, Secured Party and Company each agree that Bank will comply 

with instructions given to Bank by Secured Party directing disposition of funds in the Collateral 
Accounts (“Disposition Instructions”) without further consent by Company.  Except as otherwise 
required by law, Bank will not agree with any third party to comply with instructions for 
disposition of funds in the Collateral Accounts originated by such third party. 

 
3. Company Access to Collateral Accounts.  Notwithstanding the provisions of the “Secured 

Party Control” section of this Agreement, Secured Party agrees that Company will be allowed 
access to the Collateral Accounts and Collateral Account Funds until Bank receives, and has 
had a reasonable opportunity to act on, written notice from Secured Party directing that 
Company no longer have access to any Collateral Accounts or Collateral Account Funds (an 
“Access Termination Notice”).  Company irrevocably authorizes Bank to comply with any 
Access Termination Notice and/or Disposition Instructions even if Company objects to them in 
any way, and agrees that Bank may pay any and all Collateral Account Funds to Secured Party 
in response to any Disposition Instructions.  Company further agrees that after Bank receives an 
Access Termination Notice, Company will not have access to any Collateral Accounts or 
Collateral Account Funds. 

 
4. Transfers in Response to Disposition Instructions.  Notwithstanding the provisions of the 

“Secured Party Control” section of this Agreement, unless Bank separately agrees in writing to 
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the contrary, Bank will have no obligation to disburse funds in response to Disposition 
Instructions other than by automatic standing wire.  Bank agrees that on each Business Day 
after it receives and has had a reasonable opportunity to act on an Access Termination Notice 
and corresponding Disposition Instructions it will transfer to the account specified at the end of 
this Agreement as the Destination Account or, if no account is specified, to such account as 
Secured Party specifies in the Access Termination Notice (in either case, the “Destination 
Account”) the full amount of the collected and available balance in the Collateral Accounts at the 
beginning of such Business Day.  Any disposition of funds which Bank makes in response to 
Disposition Instructions is subject to Bank’s standard policies, procedures and documentation 
governing the type of disposition made; provided, however, that in no circumstances will any 
such disposition require Company’s consent.  To the extent any Collateral Account is a 
certificate of deposit or time deposit, Bank will be entitled to deduct any applicable early 
withdrawal penalty prior to disbursing funds from such account in response to Disposition 
Instructions.  To the extent Secured Party requests that funds be transferred from any Collateral 
Account in a currency different from the currency denomination of the Collateral Account, the 
funds transfer will be made after currency conversion at Bank’s then current buying rate for 
exchange applicable to the new currency. 

 
5. Lockboxes.  To the extent items deposited to a Collateral Account have been received in one 

or more post office lockboxes maintained for Company by Bank (each a “Lockbox”) and 
processed by Bank for deposit, Company acknowledges that Company has granted Secured 
Party a security interest in all such items (the “Remittances”).  Company agrees that after Bank 
receives an Access Termination Notice, Company will have no further right or ability to instruct 
Bank regarding the receipt, processing or deposit of Remittances, and that Secured Party alone 
will have the right and ability to so instruct Bank.  Company and Secured Party acknowledge 
and agree that Bank’s operation of each Lockbox, and the receipt, retrieval, processing and 
deposit of Remittances, will at all times be governed by Bank’s Master Agreement for Treasury 
Management Services or other applicable treasury management services agreement, and by 
Bank’s applicable standard lockbox Service Description. 

 
6. Balance Reports and Bank Statements.  Bank agrees, at the request of Secured Party on any 

day on which Bank is open to conduct its regular banking business, other than a Saturday, 
Sunday or public holiday (each a “Business Day”), to make available to Secured Party a report 
(“Balance Report”) showing the opening available balance in the Collateral Accounts as of the 
beginning of such Business Day, by a transmission method determined by Bank, in Bank’s sole 
discretion.  Company expressly consents to this transmission of information.  After Bank 
receives an Access Termination Notice, Bank will, on receiving a written request from Secured 
Party, send to Secured Party by United States mail, at the address indicated for Secured Party 
after its signature to this Agreement, duplicate copies of all periodic statements on the Collateral 
Accounts which are subsequently sent to Company. 

 
7. Returned Items.  Secured Party and Company understand and agree that the face amount 

(“Returned Item Amount”) of each Returned Item will be paid by Bank debiting the Collateral 
Account to which the Returned Item was originally credited, without prior notice to Secured 
Party or Company.  As used in this Agreement, the term “Returned Item” means (i) any item 
deposited to a Collateral Account and returned unpaid, whether for insufficient funds or for any 
other reason, and without regard to timeliness of the return or the occurrence or timeliness of any 
drawee’s notice of non-payment; (ii) any item subject to a claim against Bank of breach of 
transfer or presentment warranty under the Uniform Commercial Code (as adopted in the 
applicable state) or Regulation CC (12 C.F.R. §229), as in effect from time to time; (iii) any 
automated clearing house (“ACH”) entry credited to a Collateral Account and returned unpaid or 
subject to an adjustment entry under applicable clearing house rules, whether for insufficient 
funds or for any other reason, and without regard to timeliness of the return or adjustment; (iv) 
any credit to a Collateral Account from a merchant card transaction, against which a contractual 
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demand for chargeback has been made; and (v) any credit to a Collateral Account made in 
error.  Company agrees to pay all Returned Item Amounts immediately on demand, without 
setoff or counterclaim, to the extent there are not sufficient funds in the applicable Collateral 
Account to cover the Returned Item Amounts on the day Bank attempts to debit them from the 
Collateral Account.  After Bank receives an Access Termination Notice, Secured Party agrees to 
pay all Returned Item Amounts within fifteen (15) calendar days after demand, without setoff or 
counterclaim, to the extent that (i) the Returned Item Amounts are not paid in full by Company 
within five (5) calendar days after demand on Company by Bank, and (ii) Secured Party has 
received proceeds from the corresponding Returned Items under this Agreement. 

 
8. Settlement Items.  Secured Party and Company understand and agree that the face amount 

(“Settlement Item Amount”) of each Settlement Item will be paid by Bank debiting the applicable 
Collateral Account, without prior notice to Secured Party or Company.  As used in this 
Agreement, the term “Settlement Item” means (i) each check or other payment order drawn on 
or payable against any controlled disbursement account or other deposit account at any time 
linked to any Collateral Account by a zero balance account connection or other automated 
funding mechanism (each a “Linked Account”), which Bank cashes or exchanges for a cashier’s 
check or official check in the ordinary course of business prior to receiving an Access 
Termination Notice and having had a reasonable opportunity to act on it, and which is presented 
for settlement against the Collateral Account (after having been presented against the Linked 
Account) after Bank receives the Access Termination Notice, (ii) each check or other payment 
order drawn on or payable against a Collateral Account, which, on the Business Day Bank 
receives an Access Termination Notice, Bank cashes or exchanges for a cashier’s check or 
official check in the ordinary course of business after Bank’s cutoff time for posting, (iii) each 
ACH credit entry initiated by Bank, as originating depository financial institution, on behalf of 
Company, as originator, prior to Bank having received an Access Termination Notice and 
having had a reasonable opportunity to act on it, which ACH credit entry settles after Bank 
receives an Access Termination Notice, and (iv) any other payment order drawn on or payable 
against a Collateral Account or any Linked Account, which Bank has paid or funded prior to 
receiving an Access Termination Notice and having had a reasonable opportunity to act on it, 
and which is first presented for settlement against the Collateral Account in the ordinary course 
of business after Bank receives the Access Termination Notice and has transferred Collateral 
Account Funds to Secured Party under this Agreement.  Company agrees to pay all Settlement 
Item Amounts immediately on demand, without setoff or counterclaim, to the extent there are 
not sufficient funds in the applicable Collateral Account to cover the Settlement Item Amounts 
on the day they are to be debited from the Collateral Account.  Secured Party agrees to pay all 
Settlement Item Amounts within fifteen (15) calendar days after demand, without setoff or 
counterclaim, to the extent that (i) the Settlement Item Amounts are not paid in full by Company 
within five (5) calendar days after demand on Company by Bank, and (ii) Secured Party has 
received Collateral Account Funds under this Agreement. 

 
9. Bank Fees.  Company agrees to pay all Bank’s fees and charges for the maintenance and 

administration of the Collateral Accounts and for the treasury management and other account 
services provided with respect to the Collateral Accounts and any Lockboxes (collectively “Bank 
Fees”), including, but not limited to, the fees for (a) Balance Reports provided on the Collateral 
Accounts, (b) funds transfer services received with respect to the Collateral Accounts, (c) 
lockbox processing services, (d) Returned Items, (e) funds advanced to cover overdrafts in the 
Collateral Accounts (but without Bank being in any way obligated to make any such advances), 
and (f) duplicate bank statements.  The Bank Fees will be paid by Bank debiting one or more of 
the Collateral Accounts on the Business Day that the Bank Fees are due, without notice to 
Secured Party or Company.  If there are not sufficient funds in the Collateral Accounts to cover 
fully the Bank Fees on the Business Day Bank attempts to debit them from the Collateral 
Accounts, such shortfall or the amount of such Bank Fees will be paid by Company to Bank, 
without setoff or counterclaim, within five (5) calendar days after demand from Bank.  Secured 
Party agrees to pay any Bank Fees which accrue after Bank receives an Access Termination 
Notice, within fifteen (15) calendar days after demand, without setoff or counterclaim, to the 



DACA-STD-ARAN Page 4 
(Revised 03-15-10) 

extent such Bank Fees are not paid in full by Company within five (5) calendar days after 
demand on Company by Bank. 

 
10. Account Documentation.  Except as specifically provided in this Agreement, Secured Party 

and Company agree that the Collateral Accounts will be subject to, and Bank’s operation of the 
Collateral Accounts will be in accordance with, the terms of Bank’s applicable deposit account 
agreement governing the Collateral Accounts (“Account Agreement”).  In addition to the Account 
Agreement, each Collateral Account operated as a “Multi-Currency Account” will be governed 
by Bank’s Master Agreement for Treasury Management Services or other applicable treasury 
management services agreement, and by Bank’s Multi-Currency Account Service Description in 
effect from time to time.  All documentation referenced in this Agreement as governing any 
Collateral Account or the processing of any Remittances is hereinafter collectively referred to as 
the “Account Documentation”.   

 
11. Partial Subordination of Bank’s Rights.  Bank hereby subordinates to the security interest of 

Secured Party in the Collateral Accounts (i) any security interest which Bank may have or 
acquire in the Collateral Accounts, and (ii) any right which Bank may have or acquire to set off 
or otherwise apply any Collateral Account Funds against the payment of any indebtedness from 
time to time owing to Bank from Company, except for debits to the Collateral Accounts 
permitted under this Agreement for the payment of Returned Item Amounts, Settlement Item 
Amounts or Bank Fees. 

 
12. Bankruptcy Notice; Effect of Filing.  If Bank at any time receives notice of the 

commencement of a bankruptcy case or other insolvency or liquidation proceeding by or against 
Company, Bank will continue to comply with its obligations under this Agreement, except to the 
extent that any action required of Bank under this Agreement is prohibited under applicable 
bankruptcy laws or regulations or is stayed pursuant to the automatic stay imposed under the 
United States Bankruptcy Code or by order of any court or agency.  With respect to any 
obligation of Secured Party hereunder which requires prior demand on Company, the 
commencement of a bankruptcy case or other insolvency or liquidation proceeding by or against 
Company will automatically eliminate the necessity of such demand on Company by Bank, and 
will immediately entitle Bank to make demand on Secured Party with the same effect as if 
demand had been made on Company and the time for Company’s performance had expired. 

 
13. Legal Process, Legal Notices and Court Orders.  Bank will comply with any legal process, 

legal notice or court order it receives in relation to a Collateral Account if Bank determines in its 
sole discretion that the legal process, legal notice or court order is legally binding on it. 

 
14. Indemnification.  Company will indemnify, defend and hold harmless Bank, its officers, 

directors, employees, and agents (collectively, the “Indemnified Parties”) from and against any 
and all claims, demands, losses, liabilities, damages, costs and expenses (including reasonable 
attorneys’ fees) (collectively “Losses and Liabilities”) Bank may suffer or incur as a result of or in 
connection with (a) Bank complying with any binding legal process, legal notice or court order 
referred to in the immediately preceding section of this Agreement, (b) Bank following any 
instruction or request of Secured Party, including but not limited to any Access Termination 
Notice or Disposition Instructions, or (c) Bank complying with its obligations under this 
Agreement, except to the extent such Losses and Liabilities are caused by Bank’s gross 
negligence or willful misconduct.  To the extent such obligations of indemnity are not satisfied by 
Company within five (5) days after demand on Company by Bank, Secured Party will indemnify, 
defend and hold harmless Bank and the other Indemnified Parties against any and all Losses 
and Liabilities Bank may suffer or incur as a result of or in connection with Bank following any 
instruction or request of Secured Party, except to the extent such Losses and Liabilities are 
caused by Bank’s gross negligence or willful misconduct. 
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15. Bank’s Responsibility.  This Agreement does not create any obligations of Bank, and Bank 
makes no express or implied representations or warranties with respect to its obligations under 
this Agreement, except for those expressly set forth herein. In particular, Bank need not 
investigate whether Secured Party is entitled under Secured Party’s agreements with Company 
to give an Access Termination Notice or Disposition Instructions.  Bank may rely on any and all 
notices and communications it believes are given by the appropriate party.  Bank will not be 
liable to Company, Secured Party or any other party for any Losses and Liabilities caused by (i) 
circumstances beyond Bank’s reasonable control (including, without limitation, computer 
malfunctions, interruptions of communication facilities, labor difficulties, acts of God, wars, or 
terrorist attacks) or (ii) any other circumstances, except to the extent that such Losses and 
Liabilities are directly caused by Bank’s gross negligence or willful misconduct.  In no event will 
Bank be liable for any indirect, special, consequential or punitive damages, whether or not the 
likelihood of such damages was known to Bank, and regardless of the form of the claim or 
action, or the legal theory on which it is based.  Any action against Bank by Company or 
Secured Party under or related to this Agreement must be brought within twelve (12) months 
after the cause of action accrues.   

 
16. Termination.  This Agreement may be terminated by Secured Party or Bank at any time by 

either of them giving thirty (30) calendar days prior written notice of such termination to the other 
parties to this Agreement at their contact addresses specified after their signatures to this 
Agreement; provided, however, that this Agreement may be terminated immediately upon 
written notice (i) from Bank to Company and Secured Party should Company or Secured Party 
fail to make any payment when due to Bank from Company or Secured Party under the terms of 
this Agreement, or (ii) from Secured Party to Bank on termination or release of Secured Party’s 
security interest in the Collateral Accounts; provided that any notice from Secured Party under 
clause (ii) of this sentence must contain Secured Party’s acknowledgement of the termination or 
release of its security interest in the Collateral Accounts.  Company’s and Secured Party’s 
respective obligations to report errors in funds transfers and bank statements and to pay 
Returned Item Amounts, Settlement Item Amounts, and Bank Fees, as well as the 
indemnifications made, and the limitations on the liability of Bank accepted, by Company and 
Secured Party under this Agreement will continue after the termination of this Agreement with 
respect to all the circumstances to which they are applicable, existing or occurring before such 
termination, and any liability of any party to this Agreement, as determined under the provisions 
of this Agreement, with respect to acts or omissions of such party prior to such termination will 
also survive such termination.  Upon any termination of this Agreement which occurs after Bank 
has received an Access Termination Notice and has had a reasonable opportunity to act on it, 
(i) Bank will transfer all collected and available balances in the Collateral Accounts on the date 
of such termination in accordance with Secured Party’s written instructions, and (ii) Bank will 
close any Lockbox and forward any mail received at the Lockbox unopened to such address as 
is communicated to Bank by Secured Party under the notice provisions of this Agreement for a 
period of three (3) months after the effective termination date, unless otherwise arranged 
between Secured Party and Bank, provided that Bank’s fees with respect to such disposition 
must be prepaid directly to Bank at the time of termination by cashier’s check payable to Bank 
or other payment method acceptable to Bank in its sole discretion. 

 
17. Modifications, Amendments, and Waivers.  This Agreement may not be modified or 

amended, or any provision thereof waived, except in a writing signed by all the parties to this 
Agreement. 

 
18. Notices.  All notices from one party to another must be in writing, must be delivered to 

Company, Secured Party and/or Bank at their contact addresses specified after their signatures 
to this Agreement, or any other address of any party communicated to the other parties in 
writing, and will be effective on receipt.  Any notice sent by a party to this Agreement to another 
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party must also be sent to all other parties to this Agreement.  Bank is authorized by Company 
and Secured Party to act on any instructions or notices received by Bank if (a) such instructions 
or notices purport to be made in the name of Secured Party, (b) Bank reasonably believes that 
they are so made, and (c) they do not conflict with the terms of this Agreement as such terms 
may be amended from time to time, unless such conflicting instructions or notices are supported 
by a court order. 

 
19. Successors and Assigns.  Neither Company nor Secured Party may assign or transfer its 

rights or obligations under this Agreement to any person or entity without the prior written 
consent of Bank, which consent will not be unreasonably withheld or delayed.  Notwithstanding 
the foregoing, Secured Party may transfer its rights and duties under this Agreement to (i) a 
transferee to which, by contract or operation of law, Secured Party transfers substantially all of 
its rights and duties under the financing or other arrangements between Secured Party and 
Company, or (ii) if Secured Party is acting as a representative in whose favor a security interest 
is created or provided for, a transferee that is a successor representative; provided that as 
between Bank and Secured Party, Secured Party will not be released from its obligations under 
this Agreement unless and until Bank receives any such transferee’s binding written agreement 
to assume all of Secured Party’s obligations hereunder.  Bank may not assign or transfer its 
rights or obligations under this Agreement to any person or entity without the prior written 
consent of Secured Party, which consent will not be unreasonably withheld or delayed; 
provided, however, that no such consent will be required if such assignment or transfer takes 
place as part of a merger, acquisition or corporate reorganization affecting Bank. 

 
20. Governing Law.  This Agreement will be governed by and be construed in accordance with the 

laws of the state in which the office of Bank that maintains the Collateral Accounts is located, 
without regard to conflict of laws principles.  This state will also be deemed to be Bank’s 
jurisdiction, for purposes of Article 9 of the Uniform Commercial Code as it applies to this 
Agreement. 

 
21. Severability.  To the extent that the terms of this Agreement are inconsistent with, or prohibited 

or unenforceable under, any applicable law or regulation, they will be deemed ineffective only to 
the extent of such prohibition or unenforceability, and will be deemed modified and applied in a 
manner consistent with such law or regulation.  Any provision of this Agreement which is 
deemed unenforceable or invalid in any jurisdiction will not affect the enforceability or validity of 
the remaining provisions of this Agreement or the same provision in any other jurisdiction. 

 
22. Counterparts.  This Agreement may be executed in any number of counterparts each of which 

will be an original with the same effect as if the signatures were on the same instrument.  
Delivery of an executed counterpart of a signature page of this Agreement by telecopier or 
electronic image scan transmission (such as a “pdf” file) will be effective as delivery of a 
manually executed counterpart of the Agreement. 

 
23. Entire Agreement.  This Agreement, together with the Account Documentation, contains the 

entire and only agreement among all the parties to this Agreement and between Bank and 
Company, on the one hand, and Bank and Secured Party, on the other hand, with respect to (a) 
the interest of Secured Party in the Collateral Accounts and Collateral Account Funds, and (b) 
Bank’s obligations to Secured Party in connection with the Collateral Accounts and Collateral 
Account Funds.   

 
This Agreement has been signed by the duly authorized officers or representatives of Company, 

Secured Party and Bank on the date specified below. 
 

Formatted: Indent: First line:  0.5"
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Date:  __________, 2017 

Collateral Account Numbers: 3296617180 

Destination Account Number:  
Bank of Destination Account: [Insert bank name and bank ABA number] 
 
 
WINNIE- STOWELL HOSPITAL DISTRICT  Salt Creek Capital, LLC 

By:    By:   

Name:  Edward Murrell  Name:  Alfred G Allen, III 

Title:  President  Title:  Manager 
 
Address for Notices:  Address for Notices: 

538 Broadway  455 Elm St STE 100 

Winnie TX,  77665-7600  Graham, TX 76540 

Attn: Elroy Henry  Attn: Alfred G Allen, III 
 
 
 

[SIGNATURE PAGES CONTINUE] 
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WELLS FARGO BANK, NATIONAL 
ASSOCIATION 

  

By:     

Name: Ralph Miller     

Title:  Business Banking Manager   
 
Address for Notices: 
 

Wells Fargo Bank, National Association 

Mail Address Code:  D1129-075I 

301 South Tryon Street, 7th Floor 

Charlotte, North Carolina 28282-1915 

Attn:  Regional DACA Team 
 
 
 
with a copy to: 
 
Ralph Miller 
Business Banking Manager 
1000 Louisiana St, 7th Floor 
Houston, TX 77002-5027   

  

Josh Rodriguez 
Business Relationship Manager 
6250 Delaware St 
Beaumont, TX 77706  

  

Lori Reneau 
Business Associate 
6250 Delaware St 
Beaumont, TX 77706 

  

Tim Kreitzer 
Business Banking Manager 
14200 Gulf Freeway 
Houston, TX 77034 

  

 
 


	The meeting of the Board of Directors of the Winnie-Stowell Hospital District (“District”) was noticed and filed ten days prior to the meeting in the Hometown Press pursuant to Section 286.125 of the Texas Health & Safety Code and Chapter 551 of the ...
	The roll was called of the members of the Board, to wit:
	Ed Murrell, President
	Jeff Rollo, Vice-President
	Raul Espinosa, Secretary
	Sharon Burgess, Director
	Anthony Stramecki, Director
	All said Board members were present.  In addition, to the above named Board members, also present at the meeting were:; Sherrie Norris, District Administrator; Hubert Oxford, IV, General Counsel; Saad Javed, Riceland Hospital Chief Financial Officer;...
	Following the staff reports, President Murrell asked the Board to address Agenda Item No. 7, to discuss and take action, if necessary, on approving architect recommendations to begin the process of designing the Emergency Room for the Winnie-Stowell ...
	President Murrell then asked the Board to consider Agenda Item No. 8, to discuss and take action, if necessary, on establishing procedures and criteria for providing financial assistance to Healthcare Providers that serve the District’s indigent and ...
	Meanwhile, if a Healthcare Providers did not work for the Hospital but also served the District’s indigent, this Provider shall make a request directly to the District.  The District shall then take into consideration the relevant factors set forth ab...
	There being no further business to discuss, President Murrell informed the Board that the next regularly scheduled meeting would be on June 21st, 2017 at 6:00 p.m.  At 9:23 p.m., a motion was made by Director Espinosa to adjourn the meeting.  This mo...
	Exhibit “A”

	5.24.2017 Board Binder 3.pdf
	2017.05.24 Agenda RM signed
	Item 3a Minutes for April 19, 2017 Regular Meeting
	Following the staff reports, President Murrell asked the Board to address Agenda Item No. 7, to discuss and take action, if necessary, on approving agreements with the Winnie-Stowell EMS (“WSEMS”) to provide services to the District’s Indigent.  In ...
	President Murrell then asked the Board to consider Agenda Item No. 8, to discuss and take action, if necessary, on approving indigent care healthcare requests that fall outside of the Board’s policy.  This agenda item was carried forward from the Mar...
	 Deemed medically necessary by a healthcare provider in the District;
	 Arranged by the Indigent Care Director; and
	 The Indigent Care Committee was notified.
	In response, the Board asked questions concerning potential exposure and costs.  Mrs. Jimenez and Attorney Oxford explained that this is something the Board was required to do by statute but in the past, requests for these types of services have been ...
	 Deemed medically necessary by a healthcare provider in the District;
	 Arranged by the Indigent Care Director; and
	 The Indigent Care Committee was notified.
	Director Rollo’s motion was seconded by Director Stramecki and unanimously approved by all Board members.
	After the discussion on amending the District’s Indigent Care Policy was completed, the Board was asked to consider and take action on Agenda Item No. 9, to discuss and taken action, on approving the funding for the Project Manager and any architect r...
	There being no further business to discuss, President Murrell informed the Board that the next regularly scheduled meeting would be on May 17, 2017.  At 8:08 p.m., a motion was made by Director Espinosa to adjourn the meeting.  This motion was second...
	Exhibit “A”

	Exhibits to 2017.4.19 Regular Meeting.pdf
	Item 6a-1 Loan Assistance Req Stern, S
	Item 6a-2 THT Governance Conf
	Item 6a-3 IC Training Car Rental and Hotel
	Item 6b-IC Dashboard Report 2017.03
	Item 6b-IC Source Total Report 2017.03
	Item 6c-Eligibility Period 3 E-mail from State
	Item 6c-Letter from State to CMS re MPAP 3
	Item 7-Business Associate Agreement with WSEMSdocx
	1. Terms Used.  Terms used but not otherwise defined in this BA Agreement shall have the same meaning given to such terms in HIPAA, the HITECH Act, or any implementing regulations promulgated thereunder, including but not limited to the Privacy Rule a...
	2. Permitted Uses and Disclosures of Protected Health Information.  Except as otherwise limited in the Business Relationship or this BA Agreement, Business Associate may use and/or disclose Protected Health Information to perform the functions, activi...
	3. Responsibilities of Business Associate with Respect to Protected Health Information.  With regard to the use and/or disclosure of Protected Health Information, Business Associate hereby agrees:
	a. not to use and/or disclose Protected Health Information other than as permitted or required by the Business Relationship or this BA Agreement or as Required By Law;
	b. to use appropriate safeguards to prevent the use and/or disclosure of Protected Health Information other than as provided for by the Business Relationship or this BA Agreement;
	c. to comply with the Security Rule provisions set forth in 45 C.F.R. Part 164, Subpart C, including provisions relating to Security Standards General Rules (45 C.F.R. § 164.306), Administrative Safeguards (45 C.F.R. § 164.308), Physical Safeguards (4...
	d. to report to Covered Entity any Security Incident or potential Breach of Unsecured Protected Health Information of which it becomes aware, in the following times and manners:
	(1) any actual, successful Security Incident shall be reported to Covered Entity in writing within two (2) business days of Business Associate’s discovery of such actual, successful Security Incident;
	(2) any attempted, unsuccessful Security Incident of which Business Associate becomes aware shall be reported to Covered Entity in writing, on a reasonable basis at the written request of Covered Entity but in no event more often than on a quarterly b...
	(3) any potential Breach of Unsecured Protected Health Information shall be reported to Covered Entity in writing within two (2) business days of Business Associate’s discovery of such potential Breach of Unsecured Protected Health Information,
	and (in any case) any such report shall include the identification of each Individual whose Unsecured Protected Health Information has been, or is reasonably believed by Business Associate to have been, accessed, acquired, used or disclosed during any...

	e. to notify Covered Entity in writing within two (2) business days of any use and/or disclosure of Protected Health Information that is not provided for by the Business Relationship or this BA Agreement;
	f. to mitigate, to the extent practicable, any harmful effect that is known to Business Associate of a use or disclosure of Protected Health Information by Business Associate in violation of the requirements of this BA Agreement or by its subcontracto...
	g. to work cooperatively with Covered Entity in connection with Covered Entity’s investigation of any potential Breach and in connection with any notices Covered Entity determines are required as a result, and to refrain from giving any notice itself ...
	h. to ensure that all subcontractors and agents that create, receive, maintain or transmit Protected Health Information on behalf of Business Associate agree in writing to substantially the same restrictions and conditions that apply to Business Assoc...
	i. to provide access (at the request of, and in the time and manner reasonably designated by, Covered Entity) to Protected Health Information in a Designated Record Set to Covered Entity or, as directed by Covered Entity, to an Individual in order to ...
	j. to make any amendment(s) (at the request of, and in the time and manner reasonably designated by, Covered Entity) to Protected Health Information in a Designated Record Set that Covered Entity directs pursuant to 45 C.F.R. § 164.526 (this provision...
	k. to document such disclosures of Protected Health Information and information related to such disclosures as would be required for Covered Entity to respond to a request by an Individual for an accounting of disclosures of Protected Health Informati...
	l. to provide to Covered Entity, in a time and manner reasonably designated by Covered Entity, information collected in accordance with Section 3.k. of this BA Agreement, to permit Covered Entity to respond to a request by an Individual for an account...
	m. to the extent Business Associate is to carry out an obligation of Covered Entity under the Privacy Rule provisions set forth at 45 C.F.R. Part 164, Subpart E (any such obligation to be carried out only when so directed by Covered Entity pursuant to...
	n. to make its internal practices, books, and records relating to the use and/or disclosure of Protected Health Information received from, or created or received by Business Associate on behalf of, Covered Entity available to Covered Entity, or at the...
	o. if Business Associate knows of a pattern of activity or practice by its subcontractor or agent that constitutes a material breach or violation of Business Associate’s obligations under this BA Agreement or of the agreement described in Section 3.h....

	4. Responsibilities of Covered Entity with Respect to Protected Health Information.  If deemed applicable by Covered Entity, Covered Entity shall:
	a. provide Business Associate with the notice of privacy practices that Covered Entity produces in accordance with 45 C.F.R. 164.520 as well as any changes to such notice;
	b. notify Business Associate in writing of any change in, or revocation of, permission by Individual to the use and/or disclosure of Protected Health Information, if such changes affect Business Associate’s permitted or required uses and/or disclosure...
	c. notify Business Associate in writing of any restriction to the use and/or disclosure of Protected Health Information that Covered Entity has agreed to in accordance with 45 C.F.R. 164.522.

	5. Specific Use and Disclosure by Business Associate.  Except as otherwise limited in the Business Relationship and this BA Agreement, Business Associate may:
	a. use Protected Health Information for the proper management and administration of Business Associate or to carry out the legal responsibilities of Business Associate;
	b. disclose Protected Health Information for the proper management and administration of Business Associate, provided that the disclosures are Required By Law, or Business Associate obtains reasonable assurances from the person to whom Protected Healt...
	c. use Protected Health Information to provide Data Aggregation services to Covered Entity as permitted by 42 C.F.R. 164.504(e)(2)(i)(B).

	6. Term and Termination.
	a. Term.  The Term of this BA Agreement shall be effective as of the Effective Date and shall terminate when all of the Protected Health Information provided by Covered Entity to Business Associate, or created or received by Business Associate on beha...
	b. Termination for Cause.  Covered Entity may immediately terminate the Business Relationship and/or this BA Agreement if Covered Entity determines that Business Associate has breached a material term of this BA Agreement.
	c. Effect of Termination.
	(1) Except as provided in paragraph (2) of this Section 6.c., upon termination of the Business Relationship and/or this BA Agreement, for any reason, Business Associate shall return or destroy all Protected Health Information received from Covered Ent...
	(2) In the event that Business Associate determines that returning or destroying the Protected Health Information is infeasible, Business Associate shall provide in writing to Covered Entity notification of the conditions that make return or destructi...


	7. Indemnification.  To the extent allowed by law, Business Associate agrees to indemnify and hold harmless Covered Entity and its affiliates and their respective current and former officers, directors, members, employees and agents (collectively, “In...
	8. Miscellaneous.
	a. Application and Incorporation.  As of the Effective Date, this BA Agreement supersedes any preexisting business associate agreement between the parties and automatically amends any preexisting contract or relationship — written or unwritten, formal...
	b. Amendment.  The Parties agree to take such action as is necessary to amend this BA Agreement from time to time as is necessary for Covered Entity and Business Associate to comply with the requirements of the Privacy Rule, the Security Rule, HIPAA, ...
	c. Survival.  The respective rights and obligations of Business Associate under Section 6.c. of this BA Agreement shall survive the termination of the Business Relationship and/or this BA Agreement.  Sections 7 and 8 shall also survive the termination...
	d. Regulatory and Statutory References.  Any reference in this BA Agreement to a section of HIPAA, the Privacy Rule, the Security Rule, the HITECH Act, or any other regulations implementing HIPAA or the HITECH Act, shall mean such regulation or statut...
	e. Interpretation.  Any conflict, inconsistency or ambiguity in or between this BA Agreement and HIPAA or the HITECH Act shall be resolved in favor of a meaning that permits Covered Entity to comply with HIPAA and the HITECH Act and any implementing r...
	f. No Third Party Beneficiary.  Nothing in this BA Agreement is intended, nor shall be deemed, to confer any benefits on any third party.
	g. Notices.  Notwithstanding anything to the contrary in any document describing the Business Relationship, notices under this BA Agreement shall be sufficient only if in writing and personally delivered, delivered by a major commercial rapid delivery...
	If to Covered Entity:
	Winnie Stowell Hospital District
	Attn:  Mrs. Sherrie Norris
	P. O. Box 1997
	Winnie, Texas 77665
	e-mail: Sherrie@wshd-tx.com
	If to Business Associate:
	Winnie Stowell Volunteer EMS
	Attn:  Mr. Jerry Hamilton
	538 Broadway
	Winnie, Texas 77665
	e-mail: jhamiltonwsems@aol.com
	WINNIE-STOWELL HOSPITAL DISTRICT


	Item 9-Winnie Project Management Agreement Clean
	ARTICLE I – PROJECT MANAGER OBLIGATIONS
	ARTICLE II – RESPONSIBLE PARTY OBLIGATIONS
	ARTICLE III – COMPENSATION AND TERM
	The estimated cost of Reimbursable Expenses to be reimbursed under this Agreement shall be defined in Exhibit B.

	ARTICLE IV – OTHER OBLIGATIONS
	ARTICLE V – MISCELLANEOUS

	RESPONSIBLE PARTY     PROJECT MANAGER

	Item 10-Bank Account Signatory Resolution
	Signature
	Title
	Name
	President
	Edward Murrell
	Vice President
	Jeff Rollo
	Signature
	Title
	Name
	Administrator
	Sherrie Norris
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	Insert from: "Item 6c-MPAP Payment Agreement Final-Winnie-Stowell.pdf"
	MPAP PAYMENT AGREEMENT
	RECITALS
	Signature Page Follows
	TEXAS HEALTH AND HUMAN
	SERVICES COMMISSION:
	By: _____________________________
	Address for Notice:
	Attn: General Counsel
	NSGO:
	By: _____________________________
	Address for Notice:
	Exhibit A
	Final Proxy Payment due to/from Winnie-Stowell Hospital District: $4,970,553
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	Item 3b Minutes for May 2, 2017 Special Meeting w Exhibits
	The meeting of the Board of Directors of the Winnie-Stowell Hospital District (“District”) was noticed and filed pursuant to the Texas Open Meetings Act a full 72 hours prior to the opening of said meeting for 9:00 p.m. on the 2nd of May, 2017 at the...
	The roll was called of the members of the Board, to wit:
	Ed Murrell, President
	Jeff Rollo, Vice-President
	Raul Espinosa, Secretary
	Sharon Burgess, Director
	Anthony Stramecki, Director
	All said Board members were present.  In addition, to the above named Board members, also present at the meeting were: Sherri Norris, District Administrator; Yani Jiminez, Indigent Care Director; Hubert Oxford, IV, General Counsel, participated by co...
	At approximately 9:02 a.m., a quorum was established and President Murrell made introductions that were followed by a request for public comment.  There being no public comment, President Murrell asked the Board to President Murrell asked the Board t...
	After the discussion the settlement agreement with the four (4) NSGOs, President Murrell called on Attorney asked the Board to address agenda Item No. 4, to discuss and take action, if necessary, on adopting a credit use and reporting policy for the ...

	Item 4 Husch Blackwell Audit Invoice
	Item 4 May Financials - to be updated
	Item 5 Indigent Care Committee-Prposed Hosital District Loan Repayment Criteria
	Item 6b IC Dashboard Report 2017.04
	Item 6b IC Source Total Report 2017.04
	Item 8 Hosital District Loan Repayment Criteria
	Item 9 Caring HUD Loan Resolution
	Resolution OF THE bOARD OF dIRECTORS WINNIE-STOWELL HOSPITAL DISTRICT regarding affiliation with long term care providerS to improve funding for Medicaid long term care and other health care services in the Community

	Item 12 Caring and Genesis Bank Account Resolution
	Item 13 Loan 10 - Interbank DACA Agreement Final
	Item 13 Loan 10 - Promissory Note Final
	Item 13 Loan 10 - Security Agreement for Promissory Note Final
	Article 1  LOAN AGREEMENT
	Article 2  CREATION OF SECURITY INTEREST
	Article 3  SECURED INDEBTEDNESS
	3.1. This Security Agreement (this “Agreement”) is made to secure Note, (10 Month Day) Short Term Commercial Note signed on May 25, 2017 by the Debtor with a term ending March 25, 2018, and all of the following present and future debt and obligations ...
	(a) any and all obligations of Debtor, whether absolute or contingent and howsoever and whensoever arising under the Note or any of them;
	(b) any and all obligations of Debtor evidenced by the Note and the any Related Documents (as defined in the Note, to which reference is here made for all purposes);
	(c) all other obligations incurred by Debtor to Secured Party, if any, described or referred to in any other place in this Agreement; and
	(d) any and all sums and the interest which accrues on them as provided in this Agreement which Secured Party may advance or which Debtor may owe Secured Party pursuant to this Agreement on account of Debtor’s failure to keep, observe or perform any o...

	3.2. The term “Debt” means and includes all debt and obligations of Debtor to Secured Party described or referred to in Section 3.1.  The Debt includes interest and other obligations accruing or arising on the Debt after (a) commencement of any case ...

	Article 4  REPRESENTATIONS AND WARRANTIES
	Debtor represents and warrants as follows:
	(a) Debtor is the legal and equitable owner and holder of good and marketable title to the Collateral free of any adverse claim and free of any security interest or encumbrance except only for the security interest granted hereby in the Collateral.  D...
	(b) Debtor’s execution, delivery and performance of this Agreement has been duly authorized by all necessary action under Debtor’s organizational documents and otherwise. Debtor’s execution, delivery and performance of this Agreement do not and will n...
	(c) Neither execution or delivery of this Agreement, nor the fulfillment of or compliance with the terms and provisions hereof will (i) violate any constitutional provision, law or rule, or any regulation, order or decree of any governmental authority...
	(d) Debtor has duly and validly executed, issued and delivered this Agreement.  This Agreement is in proper legal form for prompt enforcement and is Debtor’s valid and legally binding obligation, enforceable in accordance with its respective terms.  D...
	(e) Debtor is now solvent, and no bankruptcy or insolvency proceedings are pending or contemplated by or to Debtor’s knowledge against Debtor.  Debtor’s liabilities and obligations under this Agreement do not and will not render Debtor insolvent, beca...
	(f) All of Debtor’s books and records with regard to the Collateral are maintained and kept at the address of Debtor set forth in this Agreement.
	(g) The liens and security interests of this Agreement will constitute valid and perfected first and prior liens and security interests on the Collateral, subject to no other liens, security interests or charges whatsoever.
	(h) The Collateral is genuine, free from any restriction on transfer, duly and validly authorized and issued, constituting the valid and legally binding obligation of the issuer or issuers thereof, enforceable in accordance with its terms, and fully p...
	(i) There is no action, suit or proceeding pending or, to the best of Debtor’s knowledge, threatened against or affecting Debtor or the Collateral, at law or in equity, or before or by any governmental authority, which might result in any material adv...
	(j) Debtor is not in default with respect to any order, writ, injunction, decree or demand of any court or other governmental authority, in the payment of any debt for borrowed money or under any agreement or other papers evidencing or securing any su...
	(k) Debtor is not a party to any contract or agreement which materially and adversely affects its business, property, assets or financial condition.


	Article 5  COVENANTS
	5.1. Debtor covenants and agrees with Secured Party as follows:
	(a) Debtor shall furnish to Secured Party such instruments as may be reasonably required by Secured Party to assure Secured Party’s control of the Collateral and the transferability of the Collateral when and as often as may be requested by Secured Pa...
	(b) If the validity or priority of this Agreement or of any rights, titles, security interests or other interests created or evidenced hereby shall be attacked, endangered or questioned or if any legal proceedings are instituted with respect thereto, ...
	(c) Debtor will, on request of Secured Party, (i) promptly correct any defect, error or omission which may be discovered in the contents of this Agreement or in any other instrument executed in connection herewith or in the execution or acknowledgment...
	(d) To the extent not prohibited by applicable law, Debtor will pay all out-of-pocket costs and expenses and reimburse Secured Party for any and all expenditures of every character incurred or expended from time to time in connection with enforcing an...
	(e) Debtor will not sell, lease, exchange, lend, rent, assign, transfer or otherwise dispose of, or pledge, hypothecate or grant any security interest in, or permit to exist any lien, security interest, charge or encumbrance against, all or any part o...
	(f) Debtor agrees that as part of this Security Agreement, Debtor will comply with the terms of its Second Amended Transfer Procedures adopted by the Debtor’s Board on January 20, 2016, including, but not limited, obtaining written consent of the Secu...

	5.2. If Debtor should fail to comply with any of its agreements, covenants or obligations under this Agreement and such failure continues beyond any applicable notice or cure period afforded herein, then Secured Party (in Debtor’s name or in Secured P...

	Article 6  EVENTS OF DEFAULT
	Article 7  REMEDIES IN EVENT OF DEFAULT
	7.1. At any time after the occurrence of an Event of Default:
	(a) Secured Party shall have the option of declaring, without notice to any person, all Debt to be immediately due and payable and take possession of such Debt and all accrued and unpaid interest from any accounts on which secured party has perfected ...
	(b) Secured Party shall have all the rights of a secured party after default under the Uniform Commercial Code of Texas and in conjunction with, in addition to or in substitution for those rights and remedies:
	(i) it shall not be necessary that the Collateral or any part thereof be present at the location of any sale pursuant to the provisions of this Article; and
	(ii) before application of proceeds of disposition of the Collateral to the Debt, such proceeds shall be applied to the reasonable expenses of retaking, holding, preparing for sale or lease, selling, leasing and the like and the reasonable attorneys’ ...
	(iii) the sale by Secured Party of less than the whole of the Collateral shall not exhaust the rights of Secured Party hereunder, and Secured Party is specifically empowered to make successive sale or sales hereunder until the whole of the Collateral ...
	(iv) in the event any sale hereunder is not completed or is defective in the opinion of Secured Party, such sale shall not exhaust the rights of Secured Party hereunder and Secured Party shall have the right to cause a subsequent sale or sales to be m...
	(v) any and all statements of fact or other recitals made in any bill of sale or assignment or other instrument evidencing any foreclosure sale hereunder as to nonpayment of any indebtedness or as to the occurrence of any default, or as to Secured Par...
	(vi) Secured Party may appoint or delegate any one or more persons as agent to perform any act or acts necessary or incident to any sale held by Secured Party, including the sending of notices and the conduct of sale, but in the name and on behalf of ...
	(vii) demand of performance, advertisement and presence of property at sale are hereby WAIVED by Debtor and Secured Party is hereby authorized to sell hereunder any evidence of debt it may hold as security for the Debt.  All demands and presentments o...


	7.2. All remedies herein expressly provided for are cumulative of any and all other remedies existing at law or in equity and are cumulative of any and all other remedies provided for in any other instrument securing the payment of the Debt, or any p...
	7.3. Secured Party may resort to any security given by this Agreement or to any other security now existing or hereafter given to secure the payment of the Debt, in whole or in part, and in such portions and in such order as may seem best to Secured P...
	7.4. To the full extent Debtor may do so, Debtor agrees that Debtor will not at any time insist upon, plead, claim or take the benefit or advantage of any law now or hereafter in force providing for any appraisement, valuation, stay, extension or rede...

	Article 8  ADDITIONAL AGREEMENTS
	8.1. Subject to the automatic reinstatement provisions set forth below, upon full payment and performance of the Debt and final termination of all obligations, if any, of Secured Party to fund loans or provide other financial accommodations to or for ...
	8.2. Secured Party may waive any default without waiving any other prior or subsequent default.  Secured Party may remedy any default without waiving the default remedied.  The failure by Secured Party to exercise any right, power or remedy upon any d...
	8.3. Secured Party shall not be required to take any steps necessary to preserve any rights against prior parties to any of the Collateral.
	8.4. The security interest and other rights of Secured Party hereunder shall not be impaired by any indulgence, moratorium or release granted by Secured Party, including but not limited to (a) any renewal, extension or modification which Secured Party...
	8.5. Debtor hereby authorizes Secured Party to cause all financing statements and continuation statements relating hereto to be recorded, filed, re-recorded and refiled in such manner and in such places as Secured Party shall reasonably elect and will...
	8.6. In the event the ownership of the Collateral or any part thereof becomes vested in a person other than Debtor, Secured Party may, without notice to Debtor, deal with such successor or successors in interest with reference to this Agreement and to...
	8.7. Any other or additional security taken for the payment of any of the Debt shall not in any manner affect the security given by this Agreement.
	8.8. If any part of the Debt cannot be lawfully secured by this Agreement, or if the lien, assignments and security interests of this Agreement cannot be lawfully enforced to pay any part of the Debt, then and in either such event, at the option of Se...
	8.9. This Agreement shall not be changed orally but shall be changed only by agreement in writing signed by Debtor and Secured Party.  No course of dealing between the parties, no usage of trade and no parole or extrinsic evidence of any nature shall ...
	8.10. Any notice, request or other communication required or permitted to be given hereunder shall be given in writing by delivering it against receipt for it, by depositing it with an overnight delivery service or by depositing it in a receptacle mai...
	8.11. This Agreement shall be binding upon Debtor, and the heirs, devisees, executors, administrators, personal representatives, trustees, beneficiaries, conservators, receivers, successors and assigns of Debtor, including all successors in interest o...
	8.12. Secured Party is hereby authorized at any time and from time to time after the occurrence of an Event of Default, without notice to any person or entity (and Debtor hereby WAIVES any such notice) to the fullest extent permitted by law, to set-of...
	8.13. If any provision of this Agreement is held to be illegal, invalid or unenforceable under present or future laws, the legality, validity and enforceability of the remaining provisions of this Agreement shall not be affected thereby, and this Agre...
	8.14. The pronouns used in this Agreement are in the masculine and neuter genders but shall be construed as feminine, masculine or neuter as occasion may require.  “Secured Party”, “Obligor” and “Debtor” as used in this Agreement include the heirs, de...
	8.15. The section headings appearing in this Agreement have been inserted for convenience only and shall be given no substantive meaning or significance whatever in construing the terms and provisions of this Agreement.  Terms used in this Agreement w...
	8.16. This Agreement is performable in Young County, Texas, which shall be a proper place of venue for suit on or in respect of this Agreement.  Debtor irrevocably agrees that any legal proceeding in respect of this Agreement shall be brought in the d...
	8.17. Debtor agrees that, if at any time all or any part of any payment previously applied by Secured Party to the Debt is or must be returned by Secured Party or recovered from Secured Party for any reason (including the order of any bankruptcy court...
	8.18. This Agreement embodies the entire agreement and understanding between Secured Party and Debtor with respect to their subject matter and supersedes all prior conflicting or inconsistent agreements, consents and understandings relating to such su...
	8.19. Provided no default or Event of Default is continuing, cash on deposit comprising the Collateral may be requested by Debtor to pay for customary operating expenses of the Project incurred by Debtor after the date the Evidence of Completion has b...
	THIS AGREEMENT, THE LOAN AGREEMENT AND ANY OTHER RELATED CREDIT DOCUMENTS TOGETHER CONSTITUTE A WRITTEN AGREEMENT AND REPRESENT THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT OR...


	Item 13 Loan 10 - Wells Fargo DACA Agreement Final
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	Item 8-Business Associate Agreement with WSEMSdocx.pdf
	1. Terms Used.  Terms used but not otherwise defined in this BA Agreement shall have the same meaning given to such terms in HIPAA, the HITECH Act, or any implementing regulations promulgated thereunder, including but not limited to the Privacy Rule a...
	2. Permitted Uses and Disclosures of Protected Health Information.  Except as otherwise limited in the Business Relationship or this BA Agreement, Business Associate may use and/or disclose Protected Health Information to perform the functions, activi...
	3. Responsibilities of Business Associate with Respect to Protected Health Information.  With regard to the use and/or disclosure of Protected Health Information, Business Associate hereby agrees:
	a. not to use and/or disclose Protected Health Information other than as permitted or required by the Business Relationship or this BA Agreement or as Required By Law;
	b. to use appropriate safeguards to prevent the use and/or disclosure of Protected Health Information other than as provided for by the Business Relationship or this BA Agreement;
	c. to comply with the Security Rule provisions set forth in 45 C.F.R. Part 164, Subpart C, including provisions relating to Security Standards General Rules (45 C.F.R. § 164.306), Administrative Safeguards (45 C.F.R. § 164.308), Physical Safeguards (4...
	d. to report to Covered Entity any Security Incident or potential Breach of Unsecured Protected Health Information of which it becomes aware, in the following times and manners:
	(1) any actual, successful Security Incident shall be reported to Covered Entity in writing within two (2) business days of Business Associate’s discovery of such actual, successful Security Incident;
	(2) any attempted, unsuccessful Security Incident of which Business Associate becomes aware shall be reported to Covered Entity in writing, on a reasonable basis at the written request of Covered Entity but in no event more often than on a quarterly b...
	(3) any potential Breach of Unsecured Protected Health Information shall be reported to Covered Entity in writing within two (2) business days of Business Associate’s discovery of such potential Breach of Unsecured Protected Health Information,
	and (in any case) any such report shall include the identification of each Individual whose Unsecured Protected Health Information has been, or is reasonably believed by Business Associate to have been, accessed, acquired, used or disclosed during any...

	e. to notify Covered Entity in writing within two (2) business days of any use and/or disclosure of Protected Health Information that is not provided for by the Business Relationship or this BA Agreement;
	f. to mitigate, to the extent practicable, any harmful effect that is known to Business Associate of a use or disclosure of Protected Health Information by Business Associate in violation of the requirements of this BA Agreement or by its subcontracto...
	g. to work cooperatively with Covered Entity in connection with Covered Entity’s investigation of any potential Breach and in connection with any notices Covered Entity determines are required as a result, and to refrain from giving any notice itself ...
	h. to ensure that all subcontractors and agents that create, receive, maintain or transmit Protected Health Information on behalf of Business Associate agree in writing to substantially the same restrictions and conditions that apply to Business Assoc...
	i. to provide access (at the request of, and in the time and manner reasonably designated by, Covered Entity) to Protected Health Information in a Designated Record Set to Covered Entity or, as directed by Covered Entity, to an Individual in order to ...
	j. to make any amendment(s) (at the request of, and in the time and manner reasonably designated by, Covered Entity) to Protected Health Information in a Designated Record Set that Covered Entity directs pursuant to 45 C.F.R. § 164.526 (this provision...
	k. to document such disclosures of Protected Health Information and information related to such disclosures as would be required for Covered Entity to respond to a request by an Individual for an accounting of disclosures of Protected Health Informati...
	l. to provide to Covered Entity, in a time and manner reasonably designated by Covered Entity, information collected in accordance with Section 3.k. of this BA Agreement, to permit Covered Entity to respond to a request by an Individual for an account...
	m. to the extent Business Associate is to carry out an obligation of Covered Entity under the Privacy Rule provisions set forth at 45 C.F.R. Part 164, Subpart E (any such obligation to be carried out only when so directed by Covered Entity pursuant to...
	n. to make its internal practices, books, and records relating to the use and/or disclosure of Protected Health Information received from, or created or received by Business Associate on behalf of, Covered Entity available to Covered Entity, or at the...
	o. if Business Associate knows of a pattern of activity or practice by its subcontractor or agent that constitutes a material breach or violation of Business Associate’s obligations under this BA Agreement or of the agreement described in Section 3.h....

	4. Responsibilities of Covered Entity with Respect to Protected Health Information.  If deemed applicable by Covered Entity, Covered Entity shall:
	a. provide Business Associate with the notice of privacy practices that Covered Entity produces in accordance with 45 C.F.R. 164.520 as well as any changes to such notice;
	b. notify Business Associate in writing of any change in, or revocation of, permission by Individual to the use and/or disclosure of Protected Health Information, if such changes affect Business Associate’s permitted or required uses and/or disclosure...
	c. notify Business Associate in writing of any restriction to the use and/or disclosure of Protected Health Information that Covered Entity has agreed to in accordance with 45 C.F.R. 164.522.

	5. Specific Use and Disclosure by Business Associate.  Except as otherwise limited in the Business Relationship and this BA Agreement, Business Associate may:
	a. use Protected Health Information for the proper management and administration of Business Associate or to carry out the legal responsibilities of Business Associate;
	b. disclose Protected Health Information for the proper management and administration of Business Associate, provided that the disclosures are Required By Law, or Business Associate obtains reasonable assurances from the person to whom Protected Healt...
	c. use Protected Health Information to provide Data Aggregation services to Covered Entity as permitted by 42 C.F.R. 164.504(e)(2)(i)(B).

	6. Term and Termination.
	a. Term.  The Term of this BA Agreement shall be effective as of the Effective Date and shall terminate when all of the Protected Health Information provided by Covered Entity to Business Associate, or created or received by Business Associate on beha...
	b. Termination for Cause.  Covered Entity may immediately terminate the Business Relationship and/or this BA Agreement if Covered Entity determines that Business Associate has breached a material term of this BA Agreement.
	c. Effect of Termination.
	(1) Except as provided in paragraph (2) of this Section 6.c., upon termination of the Business Relationship and/or this BA Agreement, for any reason, Business Associate shall return or destroy all Protected Health Information received from Covered Ent...
	(2) In the event that Business Associate determines that returning or destroying the Protected Health Information is infeasible, Business Associate shall provide in writing to Covered Entity notification of the conditions that make return or destructi...


	7. Indemnification.  To the extent allowed by law, Business Associate agrees to indemnify and hold harmless Covered Entity and its affiliates and their respective current and former officers, directors, members, employees and agents (collectively, “In...
	8. Miscellaneous.
	a. Application and Incorporation.  As of the Effective Date, this BA Agreement supersedes any preexisting business associate agreement between the parties and automatically amends any preexisting contract or relationship — written or unwritten, formal...
	b. Amendment.  The Parties agree to take such action as is necessary to amend this BA Agreement from time to time as is necessary for Covered Entity and Business Associate to comply with the requirements of the Privacy Rule, the Security Rule, HIPAA, ...
	c. Survival.  The respective rights and obligations of Business Associate under Section 6.c. of this BA Agreement shall survive the termination of the Business Relationship and/or this BA Agreement.  Sections 7 and 8 shall also survive the termination...
	d. Regulatory and Statutory References.  Any reference in this BA Agreement to a section of HIPAA, the Privacy Rule, the Security Rule, the HITECH Act, or any other regulations implementing HIPAA or the HITECH Act, shall mean such regulation or statut...
	e. Interpretation.  Any conflict, inconsistency or ambiguity in or between this BA Agreement and HIPAA or the HITECH Act shall be resolved in favor of a meaning that permits Covered Entity to comply with HIPAA and the HITECH Act and any implementing r...
	f. No Third Party Beneficiary.  Nothing in this BA Agreement is intended, nor shall be deemed, to confer any benefits on any third party.
	g. Notices.  Notwithstanding anything to the contrary in any document describing the Business Relationship, notices under this BA Agreement shall be sufficient only if in writing and personally delivered, delivered by a major commercial rapid delivery...
	If to Covered Entity:
	Winnie Stowell Hospital District
	Attn:  Mrs. Sherrie Norris
	P. O. Box 1997
	Winnie, Texas 77665
	e-mail: Sherrie@wshd-tx.com
	If to Business Associate:
	Winnie Stowell Volunteer EMS
	Attn:  Mr. Jerry Hamilton
	538 Broadway
	Winnie, Texas 77665
	e-mail: jhamiltonwsems@aol.com
	WINNIE-STOWELL HOSPITAL DISTRICT





