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1998 - AN EXTRAORDINARY YEAR 

(Right to left) Chairman 
Len Fishman and Executive 
Director Edie Behr present 
a check in the amount of 
$458,492,856.65 to Ron Del 
Mauro, President and Chief 
Executive Officer of Saint .. -----. --. - .. - ' -'-- " - '--'-- -00001 '" 

't'" .in,." fk:llrf\ ( 'an' I·". ili,k, 	 I Barnabas Corporation. The 
HII'llldll): \uth')I""it.\ 	 '. 

!'f> t.", ;... R 	 check represents a portion 
of the proceeds of the Saint 
Barnabas Health CareSAINT ~~~~:~AS HEALTH CARE SYS~~~'" " , (:J\~o~i~.~::~~,-~~_. 
System Bond Issue, the 
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AUTHORITY SAVES 
BORROWERS $57 MILLION 

A
n extremely attractive interest rate environ 
ment, coupled with the continuing consolidation , 
restructuring, and formation of new corporate 

structures by the state's health care organizations, con
tributed to a record-setting year for the Authority. In 
fact, the largest Authority financing issued to date, for 
Saint Barnabas Health Care System, consisted primari
ly of debt consolidation (see article in next column). 
Twenty-one financings totaling more than $1.4 billion 
were completed by year-end, surpassing by 58% the 
previous record of $900 million set in 1994. Borrowers 
took advantage of low interest rates to refund bonds 
previously issued by the Authority, resulting in net pre
sent value savings of more than $57 million. While 
more than $1 billion in bonds were refunded, approxi
mately $400,000 was used for construction/renovation 
and equipment acquisition projects. 

VISIT OUR NEW WEB SITE 
For information on the Authority's services and quali

fications, financing vehicles, fee schedule, Board and 

Staff members, visit us on our new web page at 

www.njhcffa.com. Then contact us. We'd love to hear 

from you. 
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AUTHORITY CQMPLETES 
RECORD-SETTING FINANCING 

O
n December 16, 1998, the Authority completed a 
$458,492,856.65 financing on behalf of Saint 
Barnabas Health Care System (the "Saint 

Barnabas System"). Proceeds of the 30-year Series 1998B 
Bonds will be used to refund five series of Authority rev
enue bonds, including those issued on behalf of Irvington 
General Hospital; Monmouth Medical Center; Newark 
Beth Israel Medical Center; Wayne General Hospital 
Corp.; a portion of the Authority's Revenue Bonds issued 
on behalf of Union HospitallMegaCare, Inc.; and the New 
Jersey Economic Development Authority's Revenue 
Bonds, Saint Barnabas Realty Development Corporation 
Project, Series 1993. In addition, a HUD nursing home 
loan, an equipment loan, a GNMA mortgage, a Capital 
Asset Program loan, a bank loan, and a note were refi
nanced. The Series 1998B Bonds will also finance or refi
nance the costs of construction, renovations, and capital 
budget items for various system affiliates. 

An additional $12,075,000 Series (the "Series 1998C 
Bonds") was sold in December and is scheduled for 
delivery in July 2000. These 18-year forward delivery 
bonds will be used to refund, on a current basis, the 
Authority's revenue bonds issued on behalf of 
Kensington Manor Care Center, Inc. 

(continued on page 4) 
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1998 IN REVIEW 

A t the December Board meet
ing, Executive Director Edie 
Behr recapped the year's 

accomplishments referencing 1998 as 
a "year of new beginnings." With the 
signing of legislation by Governor 
Whitman in January, Ms. Behr noted 
that "the Authority is now in a posi

tion to address the diverse and evolving financing needs of 
all of the state's health care organizations. It is this 
statutory expansion which allowed us to issue bonds for a 
senior housing complex; to complete financings on behalf 
of two health care systems through their respective corpo
rate parents; and to consider a request for financing from 
a for-profit assisted living facility. 

"Record new issue volume in 1998 is a reflection of the 
continued consolidation of health care providers and 
extremely low interest rates. Financings totaling 
$1,422,267,856 have been completed during the year for 
21 borrowers. More than $1 billion in bonds previously 
issued by the Authority were refunded. 

"New projects financed by the Authority included a 
senior housing complex, a 120-bed nursing home, an 
82-bed assisted living facility, a research facility, a com
munity center for health fitness, and parking facilities, 
as well as various renovations and equipment acquisi
tions. 

"The Authority completed several financings that 
included a number of unique and substantial cost-sav
ing features. For example, the Authority utilized: 

• 	 sealed bids from the management team to obtain the 
lowest yields for two early maturities; 

• 	 two different pricing options (discounts and premi
ums) for serial bonds and Capital Appreciation 
Bonds (also known as zero coupon bonds) maximizing 
demand from both retail and institutional investors; 

• 	 forward delivery bonds to lock in low rates for a 
refunding to be closed in 2000; and, 

• 	 commercial insurance to wrap an FHA-insured 
issue resulting in triple-A ratings." 

The COMP Program was also introduced in 1998. It is "a 
new financing program to complement the Authority's 
other financing vehicles. The first COMP Program issue, 
totaling $29,300,000, was completed on behalf of six bor
rowers and sold on a variable rate basis at an initial 
weekly rate of 2.90%. The proceeds of the issue were 
used to fund various projects, including construction of 
an ambulatory care facility and an oncology pavilion, and 
to refinance outstanding taxable debt. One of the many 
added benefits to borrowers of this Program is the shared 
issuance costs of the Program." 

The Authority entered into Guaranteed Investment 
Contracts for four new bond issues that were completed 
with yields that exceeded those on other allowable 
investments and which provide more flexibility for the 
withdrawal of funds from construction accounts. For the 

first time, the Authority also rebid a defeasance escrow 
account prior to the closing of an issue, which resulted in 
savings of more than $115,000. 

"In furtherance of its promise to increase flexibility and 
reduce costs, the Authority modified its financial feasi
bility study policy. The Authority clarified that it will 
accept financial projections in lieu of a feasibility study 
for: 

• 	 non-investment grade transactions for which the pro
posed projects are not expected to have a material 
(5% or more) impact on revenues and/or expenses; 
and, 

• 	 privately placed non-rated or non-investment grade 
bonds that are anticipated to significantly affect 
the revenues and/or expenses of the borrower if a 
potential investor provides a written commitment 
to purchase the bonds without a financial feasibility 
study and a pledge to sign an investor letter in the 
event the bid is successful." 

In order to expedite financing requests from borrowers, 
the Authority held two special meetings during the year 
and delegated to the Executive Director the approval of 
requests from borrowers for the defeasance of bonds. 

The Authority found every opportunity to reach out to 
borrowers and to potential borrowers at meetings, con
ferences, and conventions and by way of printed materi 
al. In fact, the Authority was an exhibitor at the New 
Jersey Healthcare Congress and, for the first time, at 
the New Jersey Association of Non-Profit Homes for the 
Aging and at the New Jersey Association of Health 
Care Facilities conventions. 

The Authority unanimously passed a resolution support
ing judicial review of adverse IRS determinations of bond 
taxability and, in so doing, was the only health care 
authority in the country to take this formal action. 

The Authority appointed 51 firms to its list of qualified 
bankers following a formal Request for Qualifications 
process and reiterated its policy to review, on a continu
ous basis, requests from banking firms to be added to 
the qualified list. In another action, the Authority 
adopted a policy implementing several safeguards 
related to minimum denominations for non-investment 
grade and non-rated bonds. 

Ms. Behr noted that "1999 will bring a host of new oppor
tunities and challenges that we will continue to meet with 
enthusiasm. We will complete the large number of financ
ing requests with the utmost efficiency and diligence. We 
will roll out and continue to improve upon the Authority's 
new WEB site. We will continue to monitor borrower con
struction projects, investments and borrowers' financial 
conditions. While we are confident in our readiness for 
the transition to the new millennium, we will be designing 
alternative practices and contingency plans throughout 
the coming year." She closed by stating that "the 
Authority will continue its practice of responding to the 
needs of all health care organizations in New Jersey and 
providing access to low-cost financing." 
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Y2K COMPLIANCE 
READY OR NOT 

M ost people are sick of hearing about the "Y2K 
Problem." However, a recent report prepared by 
a Senate panel warns that the health care 

industry appears to be at risk for technological failures 
and business disruptions. Moreover, a September 28, 
1998 report to Congress from the General Accounting 
Office (GAO) entitled, Medicare Computer Systems 
Year 2000 Challenges Put Benefits and Services in 
Jeopardy, states that "it is highly unlikely that all of 
the Medicare systems will be compliant in time to 
ensure the delivery of uninterrupted benefits and ser
vices into the year 2000." In recognition of this situa
tion, the Municipal Securities Rulemaking Board 
(MSRB) now mandates that any borrower which issues 
debt through the capital markets must explicitly report 
on the status of its Y2K readiness. 

Undoubtedly, you've read about potential troubles with 
patient monitoring systems, CT scans, MRIs, pacemak
ers, and defibrillators, and computers for patient treat
ment, insurance claims and pharmaceutical manufac
turing and distribution. There are also concerns about 
invoicing, receivables, payables, inventory control, and 
payroll. Cautionary notes abound for more mundane 
issues like elevators and security systems. 

We thought we'd pass along a couple of resources we've 
heard about for your perusal. The Rx2000 Institute web
site (http://www.rx2000.org.2) offers information on the 
internet about current Y2K-related activities concerning 
medicine and healthcare. Apparently there is also an e
mail exchange between members of a Y2K healthcare 
"user group." 

The best you can do is read, talk to others and plan for 
contingencies. And, if you want to plan to make your 
January 1, 2000 loan and annual fee payments early, the 
trustees and Authority would surely welcome them. 

PROJECT NOTES 

A groundbreaking ceremony was held at Hacken
sack University Medical Center for construc
tion of a new five-story research facility on the 

main campus. The freestanding research center will be 
used for expanded clinical and basic research activities 
currently being conducted at the Medical Center. 
Construction is scheduled for completion in the Fall. 

Renovations to a psychiatric unit at St. James Hospital 
in Newark, a division of Cathedral Health Services, Inc., 
were completed in December. The unit consists of fourteen 
open and six closed beds for adult patients and was the 
first phase of a renovation/modernization project to 
enhance the Hospital's existing services. 

Work is in progress on Atlantic City Medical 
Center's outpatient primary care center located in 
Atlantic City to be known as AtlantiCare HealthPlex. 
The exterior fac;ade is currently being installed on the 
two-story structure. Once completed, it will contain 
clinical space, physicians' practice offices and a day 
care center. 

SECOND COMP PROGRAM TO 

BE DEVELOPED 


Because of the success of the Authority's "COMP 
Program", the Authority recently authorized the 
development of a second issue of bonds. The first 
COMP Program financing, totaling $29.3 million was 
completed on behalf of six borrowers with an initial 
weekly rate on the bonds of 2.90%. The weekly rate 
on the bonds for February 3 was 2.05%. If you are 
interested in participating in the second issue, contact 
Dennis Hancock, Deputy Executive Director and 
Director of Project Management, at 609 292-8585. 

FINANCING NOTES 

I n November, the Authority completed a financing 
on behalf of CentraState Medical Center. The 
proceeds of the $61,290,000 bond issue will be used 

to advance refund the $54,235,000 outstanding princi
pal amount of Authority Revenue Bonds, Series A; to 
acquire certain fixed and moveable equipment for the 
operation of the institution; to refinance certain capital 
leases; and, to refinance the Authority's Equipment 
Revenue Note. The bonds earned triple-A ratings from 
both Standard & Poor's Ratings Services and Fitch 
IBCA Inc. based on an insurance policy provided by 
Arnbac. The true interest cost for the entire issue was 
4.99% and the net present value savings on the refund
ed portion amounted to $2,234,879. 

A $38,185,000 financing was completed by the Authority 
in November on behalf of Pascack Valley Hospital 
Association. The proceeds of the issue will be used to 
advance refund the $26,060,000 outstanding principal 
amount of the Authority's Revenue Bonds; to refinance a 
1996 Authority Capital Asset Program loan; and, to pro
vide approximately $5,500,000 for renovations to certain 
areas of the Hospital, and the acquisition of major-move
able equipment. The bonds earned triple-B ratings from 
both Standard & Poor's Ratings Services and Fitch 
IBCA, Inc. The issue was structured on a level debt ser
vice basis at fixed interest rates providing cash flow sav
ings of over $600,000 per year through 2014 and total 
net present value savings of approximately $100,000, 
thus meeting the stated goals of the Hospital. The true 
interest cost was 5.40%. 

A $158,670,000 financing on behalf of Virtua Health, 
Inc. ("Virtua") was completed in December by the 
Authority. Virtua was established to operate a regional 
health network, initially consisting of the West Jersey 
Health System ("West Jersey") and Memorial Health 
Alliance ("Memorial"). West Jersey owns and operates 
four acute care hospitals located in Berlin, Camden, 
Marlton, and Voorhees. Memorial owns and operates an 
acute care hospital in Mount Holly. The proceeds will be 
used to: (1) acquire the membership interest of the par
ent of West Jersey and refinance the Authority's out
standing Series 1992 bonds; (2) acquire the membership 
interest of the parent of Memorial and refinance the 

(continued on page 4) 
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FINANCING NOTES (cont'd from page 3) 	 ten years, thereby reducing the monthly mortgage pay
ment by $111,000. In addition, the Hospital realized an 

Authority's Series A bonds and an outstanding loan. In immediate cash infusion of $5,805,530, consisting of the 
addition, funding will be provided for the construction of release from the depreciation reserve fund and the debt 
a Center for Health Fitness and other offices in Voorhees; service reserve fund, monies which will be used for cap
construction of a 120-bed nursing home in Berlin; and, . ital purposes. In addition, the mortgage rate was 
for construction, renovations, and related equipping at reduced from 8.75% to 3.78%, one of the lowest mort
the Burlington location. The bonds were insured by gage rates in the FHA-insured mortgage program. The
Financial Security Assurance, Inc., which resulted in all-in true interest cost was 5.34%.
triple-A ratings from Moody's Investors Service, Inc., 
and Standard & Poor's Ratings Services. The all-in 
true interest cost was 4.97%, and the refunding result  HEALTH CARE SYSTEM (cont'd from page 1)
ed in net present value savings of $4 million. 

In December, the Authority completed an $8,000,000 
financing on behalf of CentraState Assisted Living, 
Inc. ("CSAL"), located in Freehold. CSAL is an affiliate 
of CentraState HealthCare System, Inc., which 
includes an acute care facility, a skilled nursing facility, 
and a continuing care retirement community. Proceeds 
of the bond issue will be used to finance the construc
tion and equipping of a new, 82-bed assisted living 
facility which will be located across the street from the 
medical center and the nursing home. The unrated 
bonds were privately placed with Summit Bank for a 
20-year term at an interest rate of 4.57%, which was 
based on the 10-year Treasury rate and set three days 
prior to closing. The interest rate will be reset on the 
tenth anniversary of the issuance of the bonds. 

The Authority completed a $67,135,000 financing in 
January on behalf of Catholic Health East ("CHE"). 
CHE controls or manages various nonprofit and business 
corporations and other organizations that own, operate or 
manage health care facilities and provide health care and 
related services in nine states. The proceeds of the issue 
were used to refinance the acquisition of Rancocas 
Hospital ("Rancocas") in Willingboro and to finance and 
reimburse CHE and its New Jersey affiliate, Our Lady of 
Lourdes Health Care Services, Inc., for the costs of reno
vations, equipment acquisitions and installations and 
working capital at Rancocas. The bonds are insured by 
Ambac and are rated triple-A by Fitch IBCA Inc., 
Moody's Investors Service, Inc., and Standard & Poor's 
Ratings Services. The all-in true interest cost for the 
Series 1998E issue was 5.11%. 

The Authority also completed a $33,265,000 financing 
in January on behalf of Barnert Hospital in Paterson. 
Proceeds will be used to advance refund the Authority's 
Series B Bonds issued in 1991. The bond issue was 
enhanced by an FHA-insured mortgage and a wrap 
from MBIA Insurance Corporation, which resulted in 
triple-A ratings from both Standard & Poor's Ratings 
Services and Moody's Investors Service, Inc. The prima
ry objective of this financing, to provide cash flow relief, 
was attained by extending the mortgage maturity by 

The Saint Barnabas System bond issue, a record-set
ting financing, is the largest single bond issue complet
ed by the Authority. Because of its size and in an effort 
to attract as many buyers as possible, the Authority 
utilized three different pricing techniques when mar
keting the bonds, including Capital Appreciation Bonds 
(also known as zero coupon bonds), serial bonds struc
tured with premiums and original issue discounts, and 
forward delivery bonds. During the initial and final 
order period, the Saint Barnabas name was well 
received by the market, resulting in a significant num
ber of orders being placed by both retail and institution
al investors. While net present value savings exceeded 
$3 million, the System will also realize significant cash 
flow advantages as a result of the financing structure. 

Although the bonds received underlying ratings of A
and Baa2 from Standard & Poor's Ratings Services and 
Moody's Investors Service, Inc., respectively, the bonds 
were insured by MBIA Insurance Corporation, which 
resulted in triple-A ratings from Moody's Investors 
Service, Inc., Fitch IBCA, Inc., and Standard & Poor's 
Ratings Services. The all-in true interest cost for the 
Series 1998B and Series 1998C Bonds was 5.13%. 

C
ongratulations to the following health care orga
nizations on the successful completion of their 
projects through the Authority: 

Shore Memorial Hospital, Somers Point 

New Intensive Care/Coronary Care Unit 


The Medical Center at Princeton 

Renovations to Lambert House 

JFK Medical Center, Iselin 


Renovations to the Intensive Care Unit 

Holy Name Hospital, Teaneck 


A new Oncology Pavilion 

Newton Memorial Hospital, Newton 


Renovations to the Cardiac Rehabilitation Unit 


Len Fishman, Chairman • Commissioner of Health and Senior Services NEW JERSEY HEALTH CARE 
J aynee La Vecchia • Commissioner of Banking and Insurance FACILITIES FINANCING AUTHORITY (John Kerr, Designee) 

Michele Guhl • Commissioner of Human Services P.O. Box 366 
(Edward Tetelman, Designee) Trenton, New Jersey 08625 

Noreen White • Timothy T. Richards 609 - 292-8585 
Shing-Fu Hsueh • Carmen Saginario Jr. 

Edith F. Behr, Executive Director E-mail us at info®njhcffa.com. • Visit us at www.njhcffa.com. 
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