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Health Care Authorities – Hospital Tax – Sales – Contracts – Randolph County





Because both the Randolph County Health Care Authority (“Randolph County HCA”) and the Roanoke Health Care Authority (“Roanoke HCA”) have authority pursuant to section 22-21-310, et seq., of the Code of Alabama, the Randolph County HCA may transfer its assets and obligations to the Roanoke HCA.





The Randolph County Commission cannot designate multiple public corporations for the purpose of receiving and utilizing hospital tax monies for the purpose of health care.





As long as the Randolph County HCA ensures that collectively not more than 75 percent of the annual tax proceeds are leveraged by all designees, the Roanoke HCA can pledge the entire 48 percent of the tax proceeds of the county hospital tax that are designated to it for use to pay the existing indebtedness assumed in the transaction.





The 75 percent limitation mentioned in section 215.03 of article XI of the Recompiled Constitution of Alabama refers to the total revenue derived from the levy of the tax that is authorized pursuant to that constitutional provision.


Dear Ms. Arrington:





	This opinion of the Attorney General is issued in response to your request on behalf of the Randolph County Commission.








QUESTION ONE





	Can the Randolph County HCA transfer assets to the Roanoke HCA, and as part of that transfer, can the Roanoke HCA assume the debt of the Randolph County HCA?








FACTS AND ANALYSIS





	On April 10, 1950, Randolph County voted to authorize the special county hospital tax set out in section 215.03 of article XI of the Recompiled Constitu�tion of Alabama.  Ala. Const. art. XI, § 215.03 (amend. 76).  The Randolph County Hospital Association was designated as the agency for Randolph County in regards to the receipt and use of the county hospital tax.  The Randolph County Hospital Association was originally established as a hospital corporation pursuant to section 22-21-100, et seq., of the Code of Alabama.  Ala. Code §§ 22-21-100 to 22-21-112 (1997).  In 1999, however, the Randolph County Hospital Association was reincorporated as the Randolph County Health Care Authority pursuant to section 22-21-338 of the Code of Alabama.  Ala. Code § 22-21-338 (1997).





	In your letter of request, you informed this Office that the Randolph County HCA is considering the sale of the Randolph Medical Center to the City of Roanoke Health Care Authority.  Your request focuses on the various ques�tions that the Randolph County Commission, the Randolph County HCA, and the Roanoke HCA have regarding the sale and funding of this transaction.  In your request, you inform this Office of the percentage distribution of tax proceeds to various medical facilities located within the municipalities of Randolph County.  More particularly, you stated the following:





	The Randolph County HCA (“Seller”) has entered into a potential agreement with the City of Roanoke and its Hospital Authority (“Buyer”) for the sale of the Randolph Medical Center and is negotiating the sale of certain professional buildings, doctors’ offices, and undeveloped land to the Buyer.  The Randolph County HCA, with approval from the Randolph County Com�mission, has allocated the county hospital tax proceeds as follows:





City of Roanoke		--	48%


Town of Wedowee 	--	32%


Town of Wadley		--	10%


Town of Woodland 	-- 	10%





	The Randolph County HCA has incurred debt and pledged its revenue to secure such debt and such debt has been charged to and paid out of the revenue of the Randolph Medical Center, and not the Wedowee hos�pital facility or any other health care facility or clinic of the Randolph County HCA.  Buyer and Seller have agreed, if legal, that Buyer (Roanoke HCA) will assume the outstanding debt secured by the Randolph Medical Center.





	In a subsequent conversation, this Office was further informed that as part of the transfer, there is a proposed contractual agreement among the parties that the percentage of revenue transferred or allotted to the Roanoke HCA will not be diminished as long as the debt assumed in the transaction is outstanding.





	Your initial question contemplates whether the Randolph County HCA can transfer assets to the Roanoke HCA, and as part of that transfer, whether the Roanoke HCA can assume the debt of the Randolph County HCA.  Because the Randolph County Hospital Association was reincorporated as a health care authority pursuant to section 22-21-338 of the Code of Alabama, the Randolph County HCA has all of the powers provided to a health care authority.  This Office understands that the Roanoke HCA was established pursuant to section 22-21-310 of the Code of Alabama and, thus, has the same powers as the Randolph County HCA.





	Specifically, section 22-21-318(7) of the Code of Alabama authorizes the Randolph County HCA to transfer the desired properties and facilities to the Roanoke HCA.  Section 22-21-336 is a further source of authority for the trans�fer of assets and tax proceeds by the Randolph County HCA.  Section 22-21-318(23) of the Code of Alabama authorizes the Roanoke HCA to assume the obligations of the Randolph County HCA.  These sections state as follows:





	(7) To receive, acquire, take and hold (whether by purchase, gift, transfer, foreclosure, lease, devise, option or otherwise) real and personal property of every description, or any interest therein, and to man�age, improve and dispose of the same by any form of legal conveyance or transfer; provided however, that the authority shall not, without the prior approval of the governing body of each authorizing subdivision, have the power to dispose of (i) substantially all its assets, or (ii) any health care facilities the disposition of which would materially and significantly reduce or impair the level of hospital or health care services ren�dered by the authority; and provided further, that the foregoing proviso shall not be construed to require the prior approval of any such governing body for the mortgage or pledge of all or substantially all its assets or of any of its health care facilities, for the fore�closure of any such mortgage or pledge or for any sale or other disposition thereunder;





. . .





	(23) To assume any obligations of any entity that conveys and transfers to the authority any health care facilities or other property, or interest therein, provided that such obligations appertain to the health care facilities, property or interest so conveyed and transferred to the authority; . . .





Ala. Code § 22-21-318(7) & (23) (1997) (emphasis added).  





	Section 22-21-336 states as follows:





	Any municipality, county, or educational institu�tion, any public hospital corporation and any other public agency, authority or body is hereby authorized to transfer and convey to any authority, with or without consideration: 





     (1) Any health care facilities and other prop�erties, real or personal, and all funds and assets, tangible or intangible, relative to the ownership or operation of any such health care facilities that may be owned by such municipality, county, educational institution, public hospital corpora�tion or other public agency, authority or body, as the case may be, or that may be jointly owned by any two or more thereof, including, without lim�iting the generality of the foregoing, any certifi�cates of need, assurances of need or other similar rights appertaining or ancillary thereto, irrespec�tive of whether they have been exercised; and 





     (2) Any funds owned or controlled by such municipality, county, educational institution, public hospital corporation or other public agency, authority or body, as the case may be, or jointly by any two or more thereof, that may have been raised or allocated for any of the purposes for which such authority shall have been organ�ized, whether or not such property is considered necessary for the conduct of the governmental or public functions (if any) of such municipality, county, educational institution, public hospital corporation or other public agency, authority or body. 





	Such transfer or conveyance shall be authorized by an ordinance or resolution duly adopted by the gov�erning body of such municipality, county, or educa�tional institution or by the board of directors or other governing body of such public hospital corporation or other public agency, authority or body, as the case may be, and it shall not be necessary, any provision of law to the contrary notwithstanding, to obtain any certifi�cate of need, assurance of need or other similar permit for any such transfer or conveyance. In the event of the transfer of any health care facilities to the authority, any hospital tax proceeds, other tax proceeds and other revenues apportioned or allocated to or for the benefit of the prior owner or operator of such health care facilities or for patient care at such health care facili�ties shall thereafter be paid to the [new] authority.





Ala. Code § 22-21-336 (1997).  Section 22-21-336 states that in the transfer of a facility to another authority, the tax proceeds, hospital tax proceeds, and other revenues apportioned or allocated to or for the benefit of the prior owner shall thereafter be paid to the new authority.  In short, the current and future revenue proceeds follow the debt.  Based on the plain language of sections 22-21-318 and 22-21-336, the Randolph County HCA may transfer its assets and liabilities to Roanoke HCA, and the Roanoke HCA may accept this transfer.  








CONCLUSION





	Because both the Randolph County HCA and the Roanoke HCA have authority pursuant to section 22-21-310, et seq., of the Code of Alabama, Randolph County HCA may transfer its assets and obligations to the Roanoke HCA subject to the approval of the governing body of each authorizing sub�division.








QUESTION TWO





	Can the Randolph County Commission designate multiple public corporations (i.e., the Randolph County HCA and the Roanoke HCA) for the purpose of receiv�ing and utilizing hospital tax monies for health care?  In other words, can the Randolph County Commission designate both the Randolph County HCA and the Roanoke HCA as the agency of the county (i.e., both are designated agencies of the county)?








FACTS AND ANALYSIS





	As noted earlier, the Randolph County HCA was originally established as a hospital corporation pursuant to section 22-21-100, et seq., of the Code of Alabama.  Both the constitutional amendment that authorizes tax proceeds to be collected and section 22-21-101 of the Code of Alabama address the designation of the tax proceeds to an establishment.    Neither of these sources, however, specifically state whether the distribution of such tax proceeds may be made to multiple entities.  Although section 22-21-340 of the Code of Alabama con�templates instances in which multiple health care authorities are established within one county, this section does not address the distribution of tax proceeds to multiple facilities.  





	Specifically, Section 215.03 of the Recompiled Constitution of Alabama and section 22-21-101 of the Code state, in pertinent part, as follows:





	The governing body of each county in which the said tax may be voted shall have the further power to designate as the agency of the county to acquire, con�struct, equip, operate and maintain public hospital facilities any public corporation heretofore or here�after organized for hospital purposes in the county under any general law heretofore or hereafter enacted by the legislature. When a public corporation shall be so designated, the proceeds of said tax thereafter col�lected shall be paid over to it and shall be used by it for any one or more of the purposes for which the tax shall have been voted . . .  





Ala. Const. art. XI, § 215.03 (amend. 76) (emphasis added).





	The county commission of any county in which a special tax for public hospital purposes has heretofore been or shall hereafter be authorized at an election held in the county pursuant to the provisions of any amend�ment to the Constitution shall have the power to desig�nate a hospital corporation in the county as the agency of the county to acquire, construct, equip, operate and maintain public hospital facilities in the county as a whole if the said special tax is a county�wide tax or in that portion of the county in which the tax shall have been voted if the said tax is not a countywide tax. Such designation shall be made by a resolution of the county commission, which shall be duly entered upon the minutes of such county com�mission. A certified copy of such resolution shall be filed with the judge of probate of the county, who shall forthwith receive and record the same. A certified copy of such resolution shall also be forwarded to the State Board of Health. Such designation may contain such terms, conditions and limitations as the county com�mission may prescribe respecting the hospital facili�ties that may be acquired, constructed, equipped, operated and maintained by the hospital corporation as such agency of the county and with respect to the maximum principal amount only of securities which may be issued by the hospital corporation; provided, that, anything in such designation to the contrary notwithstanding, such designation shall constitute a contract between the county, the hospital corporation and the holder or holders of any securities issued by the hospital corporation, and such designation shall be irrevocable by the county so long as there shall be outstanding any such securities of the hospital corpo�ration. If any resolution adopted by the county com�mission pursuant to the provisions of this section fails to specify a particular portion or area of the county in which the hospital corporation shall act as the agency of the county for public hospital purposes, then it will be presumed that the said hospital corporation has been designated in the said resolution to act as such agency in the county as a whole.





Ala. Code § 22-21-101 (1997) (emphasis added).





	The plain language used in these sections does not contemplate multiple entities being designated to receive tax proceeds.  Accordingly, it is the opinion of this Office that the Randolph County Commission may not designate multiple public corporations for the purpose of receiving and utilizing hospital tax mon�ies for the purpose of health care.  





	Notwithstanding the foregoing, Section 22-21-101 states that the designa�tion may not be changed as long as there are outstanding obligations of that agency.  Subsections (7) and (23) of section 22-21-318 and section 22-21-336 of the Code of Alabama authorize the assumption of debt of a healthcare authority by another entity.  Inherently, the question becomes whether such a transfer in obligations is a breach of the contract established pursuant to section 22-21-101 of the Code.  In construing statutes, courts do not interpret provisions in isola�tion, but considers them in the context of the entire statutory scheme.  Siegelman v. Ala. Ass’n of School Boards, 819 So. 2d 568 (Ala. 2001).  Where more than one Code section is involved, each should be construed in harmony with the other Code sections in effect, so far as is practical. Kinard v. Jordan, 646 So. 2d 1380, 1383 (Ala. 1994).  





	Based on the facts presented, Randolph County intended to expand the designation to have both the Randolph County HCA and the Roanoke HCA as the public corporations authorized to receive and utilize hospital tax monies for health care purposes.  In reading these sections in para materia, although the Randolph County Commission may not change the designation of the public corporation until all outstanding obligations of the agency have been fulfilled, a health care authority that is the authorized designee may, without the consent of the governing body, transfer property or assume obligations as long as such transactions do not represent a material change in the infrastructure of the pub�lic corporation.  Ala. Code § 22-21-338(7) (1997).








CONCLUSION





	The Randolph County Commission cannot designate multiple public cor�porations for the purpose of receiving and utilizing hospital tax monies for health care.








QUESTION THREE 





	If the Randolph County Commission can desig�nate multiple public corporations to be the county’s agency for purposes of the special county tax, does the limitation (that only 75 percent of the annual proceeds from the county hospital tax paid to the designated agency can be pledged for the payment of principal and interest on any bonds, warrants, or certificates of indebtedness issued by the public corporation desig�nated as the agency of the county) apply only to the first public corporation designated as the agency of the county, or would such limitation apply to both public corporations designated as the agency of the county?  In other words, if the Randolph County HCA and the Roanoke HCA are both designated as agencies of the county, would the 75 percent limitation apply only to the Randolph County HCA because it was the original designated agent of the county?








FACTS, ANALYSIS, AND CONCLUSION





	Based on the response to Question 2, this issue is now moot.








QUESTION FOUR





	If the Randolph County Commission cannot des�ignate multiple public corporations to be the county’s agency, can the Roanoke HCA pledge all of the 48 percent of the proceeds of the county hospital tax to pay the existing indebtedness assumed in the transaction?  In other words, can the Roanoke HCA pledge more than 75 percent of the hospital tax proceeds allocated to it by the Randolph County HCA although it is not desig�nated as the agency of the county for purposes of the county hospital tax and the language of this constitu�tional amendment states that the 75 percent limitation is only applicable to the public corporation designated as the agency of the county?








FACTS AND ANALYSIS





	Section 215.03 of article XI of the Recompiled Constitution of Alabama discusses the distribution of ad valorem tax proceeds.  This section states, in pertinent part, as follows:





Whenever the tax shall be voted the governing body of the county may anticipate the proceeds therefrom for any one or more of the purposes for which the tax shall be voted by issuing, without further election, interest bearing tax anticipation bonds, warrants, or certificates of indebtedness of said county payable solely from and secured by a pledge of not exceeding 75% of the annual proceeds from said tax received by the county.





	The governing body of each county in which the said tax may be voted shall have the further power to designate as the agency of the county to acquire, con�struct, equip, operate and maintain public hospital facilities any public corporation heretofore or hereafter organized for hospital purposes in the county under any general law heretofore or hereafter enacted by the leg�islature. When a public corporation shall be so desig�nated, the proceeds of said tax thereafter collected shall be paid over to it and shall be used by it for any one or more of the purposes for which the tax shall have been voted . . .  Said public corporation may anticipate the proceeds from said tax so required to be paid to it by issuing, for any one or more of the pur�poses for which the tax shall have been voted, the bonds, warrants, or certificates of indebtedness of said public corporation, and may pledge for the payment of the principal thereof and interest thereon not exceed�ing 75% of the annual proceeds from said tax so paid to it.





Ala. Const. art. XI, § 215.03 (amend. 76) (emphasis added).





	Randolph County HCA distributes 100 percent of the tax proceeds to healthcare facilities located within the City of Roanoke, the Town of Wedowee, the Town of Wadley, and the Town of Woodland.  Section 215.03 states that not more than 75 percent of the annual tax proceeds may be pledged towards princi�pal and interest payments on indebtedness.  As such, the designees collectively may not leverage more than 75 percent of the annual tax proceeds.  Randolph County HCA, in distributing tax proceeds to the remaining designees, should make sure that the remaining designees collectively leverage no more than 27 percent of the distribution.  








CONCLUSION





	As long as the Randolph County HCA ensures that collectively not more than 75 percent of the annual tax proceeds are leveraged by all designees, the Roanoke HCA can pledge the entire 48 percent of the tax proceeds of the county hospital tax that are designated to it for use to pay the existing indebtedness assumed in the transaction.








QUESTION FIVE





	Is the limitation of “75 percent of total proceeds” applicable to just proceeds or proceeds after any costs/expenses associated with the administration of the tax proceeds by the designated agency of the county?








FACTS AND ANALYSIS





	Section 215.03 of article XI of the Recompiled Constitution of Alabama ref�erences the 75 percent limitation you mention in your question.  Ala. Const. art. XI, § 215.03 (amend. 76).  That section permits either the county or the designated authority to have indebtedness “not exceeding 75% of the annual proceeds from said tax so paid” to the county or its designee.  Id. (emphasis added).  Your question contemplates the meaning of the term “proceeds,” which Webster’s Third New International Dictionary defines as “what is produced by or derived from something (as a sale, investment, levy, business) by way of total revenue: the total amount brought in.”  Webster’s Third New International Dictionary 1807 (2002).








CONCLUSION





	The 75 percent limitation mentioned in section 215.03 of article XI of the Recompiled Constitution of Alabama refers to the total revenue derived from the levy of the tax that is authorized pursuant to that constitutional provision.





	I hope this opinion answers your questions.  If this Office can be of fur�ther assistance, please contact Monet Gaines of my staff.





Sincerely,





TROY KING


Attorney General


By:











BRENDA F. SMITH


Chief, Opinions Division
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Honorable Cindy G. Arrington
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