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11'1 IIDIJ ltltr IO 

_ ....... ....._4 ... ~.Q,,:~ ~ 

)fl-. Alll!•1 ~·!r 
Daert P~~~el\ ini Pe:r)" 
Pl.lulic ?fa~1~11Al Sa.1k !u.il·Un~.: 
Wasb~t&l!'l, D. C. ~0005 

Re: .Tett~tr:Jon Me:a-on.tl lo{C)spi ta:'.. AilS'!)'!·: \ t.aJ 
Ye·u·s: 195•; &l\1\ 1~7 

Receipt is •·~lcle)Wlaq'ld ot 10\1': latte:- dated April '.5, 1972 1:1 
which 70u ~~:&e:Jt s d~stri~t can:ter~nce to re'"lieet the pl"lp·Juud 
arljws t&tenta t~r the abc~9-DII.lle4 ~rtne~bip. 

o-.ar ~~lce~l r'llea rot~ui~ thr. t 1."1 ca:.ea W1 tb cluAc1t'lC1et:t ot . 
12;00 G'::' =r• tl~.t a t:»na\ prote·Jt, tL'l•:\ 1.:i ac•2on"'"• !11th. 1•'~· ~ · -
at.NctloDS cootaLned 1tt the attached. I:'l~z:~~&l levenue Service 
P.-a.bli_,a~on llo. 51 ~ sublilite! ~·lN a clistri.\St cullte~ac• DJ:J 
be ecbe4ul•1· Yo·a.r pro~••t Should set tor~ ill detail TOV re·.l-
sona tot" 'i!.saszoet&~~nt w1 til the scent's pro~se4 aijwatanta. 

A:l exten31on o~ t:Us1• ~til J'llle 11 1972 1a 81'Ults.! tot" the prtt?l­
m!:;.ou or ' prot.a,t. 

II A~~~ 
Ch:1.1t, Co'1ten=e State 

MMRW 012207 

J.APP. 4081 



\ ' 
JEffERSON MEMORIAL HOSPITAL~\"-\- VG~+~t;; 

Februar.y 26, 1974 

Mr. Clair Parsons 
Council, Buchanan I Mitchell C.P.A.'S 
3900 Wtsconsfn Avenue, N.W. 
washington, D.C. 

Dear Clair: 

There has been a proposal A11de by a Stockholder of Jefferson Malartal HJspttal 

Corporation, to sell the land and building of t~ Hospital to a non-related party 

and lease back the butlcltng and land for lOS of the purchue prtce for a peri_od .. ~ · . 

of 20·25 years. 

There have been several questions asked about thfs proposal. I would like to have 

your professional optnton on these questions: 

1. What wfll be tM status of the ufstfng nartgages 
- at ·the tf• of sale? Wtll t.._, have to be paid 

off! 

z. What art the tu rllltffcatfons of this prapoHl 
11 ft concerns the hospt ta 1? 

Thl purpose of tilts sale and liUiblck arrang.ents fs to provtde ttle owners with . 
a return on ·tr.tr fiMI-... Thts brings us to another question. 

3. HDw Clll the stockholders receive thfs IDMJ fro. 
tbl corporation! • 

There hal..__ tclll ..,...sad which would actually involve biG sales. The 

corporatt011 -ld sell till land ind butldfng at book value to 1 partftersh1p. This 

partnenbfp would constat of tJie stockholders. The partnership would then sell its 

assets to a non-related part.J w110 WD~tld -~Hslltack the land and butldtng to the 

hospital. 

... 
TAUBER 19076 

Trial Exhibit 
No. 385. 

J.APP. 4082 



PageT_, 

4. What are the tax ramifications of this 
plan? 

Please feel free to express any 1 dHs wh1 ch may prove va 1 uab 1 e f n achei vf ng the object­

f ve of return to tilt stockho ld1rs • 

. 
RKR:pc 

. . 
• 

TAUBER 19077 

... 
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CDI7FIDEflniil 
CoaJrCILOR. BvcBAKAM 8c MJTCBBI.I. 

C•atn•D Pu.uc Accoa11T~• 
• ea .. owc••uca...., 
., ....... cou ... w• 
D .. •...:•cs.t. aeoo ••ac:o•••• A¥&• we 

-••••o~•. o c. aoo•• ................... &D,...•~• ... ... 
auec•c• .... aaa. 
..0UI8D.G0a 
_... .. r ... ..,..._ ......... ~ 
•••••• 4 .......... . ,..... ...... ~ ... ., ........ .. 
c:&.aa•• ....aeea .~ . ,: 4 •-• • ........... ~/f. j /i 1..--';IJ·~ II 

• 

Mr.M~~' 

~ at.c' 4: 

I • nllllli:fUI ~ tile &1111.._1 to t.U qau1dala 1a JWr lett. ot Mn&a7· 26t· :-
197~ ~a JI"JD ... ale Ulll leu•'-* ot tM laa4 u4ltM'd'• aaw awuclltF 
tile BD-stita1. 

1. Statu ot tU Bd!!!y ll2r1pp it P!'!?p!!1;! I• SolA 

Al.,._% law Dn Net tile oz1e'Ml-"- coatnc1:, u ,_an awn, 
._. ~· -r 'be u..a • tile bu:ra'· ... ,., it tile 1Nfw d.ou 
u.-. tM ~. obftau-, tbe cula colleni'b~ waa14 lie tJI8 dlttwcce I 11eW•• tile ale pice ... ,.,_... ~ tM _..... =-· 

I It t.u ......_ aote u _. .. .-, iu be'enee waal4 -..,. • 'be J&t.4, 
otllawiM tile ~ waa14 111ft h aecae4 u Nq1d.n4 ,,. tU aftap 
udloa ~. ,._..,.., s.• 11 iAcalcelft'ble tba" altar-waal4 
~ ta. JIGPUIW •• * fll11 aalea pice alllll uw a a:l~ 11• 
oa tile JNPii tt '••- fit • ap~id .npp. · 

2. 'fa& MJecta 1t r..1 a4 Jn11d1"C An Sold. to a .._nlatecl JVt.r at 
a Lo•a 'M Jc .... .._ 

Tile beuft.• ol a ld8 •• a laaa 11 the realisatlca ot a 4a4utioa epinat 
orc11Du7 ' •••••, the lav prov14ea tat u pm ozt loaa aball be 
recqpda& ,._. tU ~ acbaDcea p~ ued ill tn4e or builleaa 
tor PIOJCI • til a Ub 1dll4 t= the same use. 1!le 'l'J'euuy II&Ql&t1cma 

· state *' "-Wa,.,.. a "leasel-tol4 vitb 30 ,. • .,.. or .a.n to r=" aD4 
"real eat&_. ue ~ of -lik• ki.ncl. 'Dlua, u loaa voul4 lte NCCI• 
Dizecl to a Y•a1-.1eaa• vbo leuea back tor 30 ,. • .,.. oz- ..-.. led4ea, 
vtleN tbiN ia a M1e •• a loaa ucl a leuebact tor a 'bale tem ot leaa 
tbM · 30 ~·, tbe cat.ae ot & renewal optica -r ,..,...., d8danica 
ot tbe laaa. 

Trial Bxhibit 
No. 386. 
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:. 
- 2- CDflFJDEfmii 

3. 1Wa Mpeeta U tu1 -" BIIUM• An 8ol4 to a .._nlaW ,__. at a 
Qr1p .... Leue4 Bull 

4. 

"JJc.-e z.U.t;' a._ t111a 1:1111 8peeifte laap -~ 
~~-JIG» .. •• JVew•J.e,.(O 
f4 CRGU'IId.p ol 1M p I &v to ._'bare~-~ " (2) 18 a. ,aio4 
0~ .. 1.-,.- -··,,..,, 1-. ... (3) .... u .. id'f8a Oft tbe 
%-ral 41 •m • & I'QU ' W aptd.aa, U Ul"f IIIII (") Doea tM ..... ot 
~beat & NU 'le ftla1d.CII•It41 to NDta1.t HUi JU4 OD efet1111' 
0~ jiNJ&ll.., . 

Ia ad41tic8, U tM ala pice la 'bel.aw t1t11 ..,., ft1M ~ t1sa lftPWbit 
t11e tnuMt:L• caa h ~• .... u • ac!s1 .. ol tM '"'''''II ia ntun.. t= 
& cull cc-dd .. tica-- .. ~le l-ebol4, 01' 11118 .ain ~ 
coal4 .. a, .......... 

,. stocMio14en1 AW\r to llecdw Cull trca tlle gspontica 

etoc,u.. aa ca2r necw tta1a trca * c~uca tbftalla UYidada 
(a.~ aalaftea to ottlcer-nockbal4en). 1!d.a 'aclc• tinc!IDda 

E:i__. aDI Ntdu4 ....... o• Uncl.U tl1a capital., ei1:11e la a 
de&llan:Utle aula ~ _. tile eoz,onuca. 

H ,._. lMt tunica ,._,.a tU eoz,ont1ca voal4 a.U 11:8 laDi IDil bui.WJII at 
boa 4fdae to a JUta±rsldat c..u~ fd tu CoqonUaa'• atoc"bo't_.., u the JU'tD•• 
,... atoet,._. til * CWp;aatd.ca, • loa• vail14 n ree~.s, bn it tile tau a=u-t 
va1u fd.tllelnd'M• -••W tile \ook vaJ.u, tbl ..... wa11 h v.w u a clindea4 
to tbl ..... u ... 

It JW baft .., ~ I' prttac the above, pl .... do •• b8ait&te to cal1 •· 

Si.Deen~ JOVI, 

(J /,u.~· 
Cl&ir A. ~aou 

··:. 

J.APP.4085 
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COUNCILOR. Bt:CHANA:s' & MITCHELL 

CEBTIJ'IJ!!J) Pt:BLlC .\.C:COC:o;'TA~T5 
w a•~oow•oe ave•••• .. 
_ .... ,. • cov .. c:•~oo• 

co .. • -~·c• ... c:. 
C:.tOC .. C • S'!'OSSCt. 

00 .. &1.0 ~ ..... .., .... , .. 

;.c••• r a•o~oc 

• •o .. c• J ~o•••c .. c:c 
·•o•••• O"C'" 
C • .., .... ••'-'"00N 
:~o••• ....... 0 ... 

~•ovc• a •~o~ssc~o;. .. J• 

Dr. I.ul.o R. ~er, 
JettezosCil ~ JloQit&l, 
46oo nz. Street, 
Alezendria,· V1rs1Dia. 22302 

April 13, 1974 

leoo w•sco ........ ave ... ..,~ 

• .......... a,.o ... o c IO:»•• 

•c~oc~·o .. c •~"·o•·o 

I have stuit1e4 tba Pft~P'aal. ot partial 1:1q\d.dat1cm ot the Hospital. adcpte4 at 
the Maz'Cb 13, 1~4 Boe.r4 ot Di:r'ecton MB•tizle vbic!l JW tuzm.ahed. aD4 aa s~.;. 
m:ittills belGW w, opiDioD u to tl:la poaaible taz couequt:aeea. 

ID OJidezt tb&t the tnutezo _, be claaaU1e4 aa • ezcballp IA4 tb.eztebr quality 
tor ca,it&l pill treatllct, nthU" tbu be tr•te4 u a 4i'ricleD4 aub~eot to 
or41Daz7 1Dcome ta rate•, the cCDai4el-atioa ~the~-- vou14 bave to be 
the redtiiiPtiola of sa. ca»it&l atock 1D tile !zaada ot tbe ~ene• aD4 &lao 
meet a ten of Sectica 302b ~ tbl Izltena1 Reveae Code vtd.cll ~· tbat 
the diat.nbutiCD H aubatllltialll' 411P~aa&te •. ~. a N4ellpt1cm 
is 41sp~te it tba lllanl»lde • a iDtereat ill the COI'pONtlCID' • vo~ 
stock after the ~ ia le•• tba ~ ot. the ~ Rock ud. lea• tball 
~ ot tbe izltenat be bad. betON zoeciellltioll. 

Becauae t!ze IDteftlalllnau Sem.ce canfUll¥ .~ .. eoz'POZ"&ticlll Ustrib~ 
tiou, I ·~ 1'8Ct d tbat after all. of tba 4eta11l ot tba PI"C'JJ•e4 stock 
redellptiaa an wo:tU4 oa 1114 tile aa:nmta an lmGinl, a r'Gl.1.Dc be obt&izaecl t:taa 
the Service u to tu.Jale •tatua ot such a nde:ap:.ioL W1tbout a specitic 
ruJJ.Ds, t~ ... tw tnaaten &D4 recle~~~ts.oa. ot *• aatun wbue a tu:par'er 
cu re]¥ 1d.1a ~ 1'ete cata1At7 em the capital. pia tzeeatz.rt. 

It you b&ft _. cpeatt-.., pl.Kae do DOt baaitate to let • laDr. 

Very tnlF ,oun, 

d~w,:L, tLI. ~~ 
Cla.ir A. Pa.z'SODa 

• Trial Bxhibit 
No. 387. 

TAUBER 19078 
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BanJ~ OF Virginia 
Potc:mac 

.. 

Malcolm S. McDonald 
E.:cecurive Vice Presedenr 

Dri Laszlo N. Tauber 
Jefferson Memorial Hospital 
4600 King Street 
Alexandria, Virginia 22302 

Dear Or. Tauber: 

One Skylir.e Center 
5205 l.eestlur; P•ko 
~ails Churcn, Virg•n•a 22041 

;-·'· ··-·r~: ·-= . 
...,. '-..i' r! I:..:;:._ j •• ' ... ; : 

August 8, 1974 

I have checked through our file aud have examined 
memoranda and letters regarding both the loau to you for the Canadian 
invesement ana the loans to the doctors for the Jefferson Memorial 
Hospital purchases. (Copies included). As you can see, the original 
loan to you vas committed for tvo y~ars at prime + 11.f. This vas capped 
at 8% because of the usury problems in the State of Virginia. Since July 
l, there is no longer a usury problem on loans to individuals used for 
business purposes. Therefore, in the renewal,-we requested a return to 
the rate of prime + l~% which is the original rate. The savings and 
loan association account was opened in July of 1972 and balances were 
drawn dawn periodically until the account was closed in May of 1973. 
We will be pleased to gi~e -you ac extension of anather six months but at 
the rate of prime + 1~. 

Referring to the =emorandum to you on the Jefferson 
Memorial Hospital rights offering loan, the original interest rate was 
to be prime+ 2%. Again,· we'wete forced to keep this rate at 8%. !he 
renewal whic:h Dr. Peters discussed with you was at a return to the original 
rate of prtma + 2%. In. as much as the loan will be due in full in Septe~ 
ber, we will agree to carry Or. Peters' loan at 8%, with the understanding 
that it woul~ be pai~ ia full at the next maturity. I am contacting Harry 
Traina~ with a copy of this letter. Please a4vise Dr. Peters to go directly 
to Hr. Trainor. 

If you would like to discuss any of the iaformation in this 
letter, please call me. 

TAU.OER 24~5o 

Trial Exhibit 
No. 387 (a) 
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22S West Broad Street 
Falls Church. Va. 22046 

July 14. 1972 

Laszlo N. Tauber. M. D. 
5401 Westbard Avenue 
Bethesda • Maryland 

Dear Dr. Tauber • 

We are please to inforQ you that Bank of Virgioia -
Fairfax has agreed to acco=odate your loan request subject 
to the following teres and coaditions: 

1. lhe priucipal amount of the loan will be 
$60,000.00. 

2. the lOAn vill be made CID a deaaad ba11s 
with the understanding that full paycent 
will be ca.de vithiu tvo years fram the elate 
of the note. 

3. the interest rete will be 1;1. over the 
BaDk of Virginia- Fairfax prica.rate vitb 
adjust=Qnts made on the iirst dar of eccb 
calendar quarter. Icteresc vill be billed 
ADd payable on a quarterly basis.: 

I would like to thank you for referting the Staadard 
·Savings aDd Loan Associ•!: ion 4ccount to us &lui I have 
enclosed the resolution and signature cards vhi~ are 
oecessary to open the account. 

Pleaae feel free to contact ce if· I e~ay be of further 
aasist&DCe. 

BJT:aa 
Eacloaue 

Verr tNly youra, 

Harry J. Trainor 
Credit Officer 

TAUBER 24557 
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TO: Dr. Laszlo ~. tau~er 

FRO~~: Malcolm S. !-lc:Donald 

S03JtCT: Jefferson Me-""tOrial F.osp1t3l. Ri~hts Offering 

DATE: June 12, 1972 

t-Ie unc!erstand t~at Jefferson :·!e:10rial lios~ital. is ~lanning a'" rig~ts 
offering to present stoc:kitolclers of one s~aare for every four sh:1res &tresently 
held. You have as!~ed us for f!.nanci:!z for U'P to 24 doctors to ~rovide up 
to a cuaxi:wm of $240,000.'l0 to £inane~ the exercise of the stock purchases. 

Ye vill be pleased to finance these doctors on an individual basis 
based on t~eir own financial cocditio:t ~;ith loans in the amo'-lnt of the full 
~urchas~ pri~e. T~e loans will require ~ayment of interest only for on~ 
year, and quarterly pa)"Clent~ of lOi. of the princlral ~lus interest for the. 
second year, with payment in full at the end ~f the second year. I~tarest 
will be at t~e ~rtce rate of the Bank of Virs1n1a - Potocac plus 2r., flue­
tu~ting ~uarterly. We will hold t~e stock ?Ur~h3sed as collateral, and each 
doctor :ust sub~it a recent ,ersonal fi~:tc:ial state~nt. Doc:to~s w~o are 
t!larried •Jill be. a:1ked to provlde their ~ife' s s~nature on the loan, and 
vill be re~ired to op--a a persoaal checking account. 

TAUElER 24558 

J.APP.4089 



JErrasDN MEMORIAL HOSPITAL 
... ..... ~. A\ n• IG•IA. YI ....... A IUOI 

,...,..IDIIIc 7oa/nt-I.OO 

Roy ~icholson, M.D. 
3215 Columbia Pike 
Arling~on, Virginia 22204 

Dear Doctor Nicholson: 

~ovember 7, 1974 

On October 29, 197.4 at a special Stockhoiciers meet ins of Jefferson 

Memorial Hospital Corporation, the sale of the land and the building · 

was approved. Subsequently, on November 6 •. 1974 at the Board o.f 

Directors Meetina the sales contract was approved and is to be pre• 

sented for final action at the special Stockholders meetins on . 
November 27, 1974 at 1%:00 Noon. 

In accordance with the asreesent, I a• formia1 a seneral partnership, 

actina as Trustee for the general partners. I a• invitins·every 

Stockholder to participate in this general partnership according to 

their percentaae ownership of the s~ocks. 

Your perceataa• of ownership is _____ 3_._3_o ________ _ Percentase 

participa~iaa ~re• $2,400 per lt. 

Please notlf.r .. ao later than the 15th of Noveaber whether you are 
•• 

williDI t•p•~lclpate iD this general partnership. If I do not 

receive aa ..... ~ fro• you on/or before Noveaber Zl, 1974, I regard 

that you are not williDI to participate in the general partnership 

. .ed to othe s. ---~ ,/ • ~/} / 

1ncerel , YfV~ ~ 
I 

I . f') i 
'1....2-~ '4- (. IIJ~.,t.,., h .1. i!. ai8~ibit 
LAS-~. ~- 1XUBER, M.D. 

J.APP.4090 
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.::FF;.~:c~: ME.'v\CRIA'- i-!OSPtTA'­
... OlNT '. ~\ITl.iRE AGREEz'.ENT 

At your recuesc to particioate tn this venture, you &l"e acvtsed 

.\.1emcrial HoSDital building and land owned ~ the HoSDttal, 4eoo King 

Street, Alexancrta, VIrginia. Parttcioatioh in this joint venture will 

~•. under tne followtng ccnditlona: 

1 • The name d ttlts ventur"e will be known u the'Uetterson 

Memcrtal Hoscutal .Joint Venture. " 

2. ~itle to the orccel'"ty will be neld In tne name cl the l-aszlo 

N. Taut»er, M.O ., TNatae, or tn the name ot 0,... Tauc..- ~TrUStee 

for all oet"scns wN) coma into the ventuN. 0,... Tauo.,.. will &Cknawledge 

the fact that you will be a b.,.,lcial own..- to the extent of ycu,.. 

l:'artlcte~atlng lnterest, as a Tenant In Common. 

3. This ventura will ba limit~ to thts parttcular project. 

4". C,... T auo.,.. wU l be in Charge d all future ccrwtrouctton 

acctvtttas, leuang, mortgaging and selling and othel" dealings wtth sucr'l 

to buy any e<Nioment en a ccncttttcnal bill d sala an~ shall ha•'• tha 

1urotr\e,.. rtgnt to stgn any anct all dccumanu tn c:onnac:tton wtth tt'lts 

vertturoa. You wtll have no VQlca in t~e conati"Uettcn or m..,.gement 

as you will be an lnvesto,.. only. 

S. Tne cost Cia,.. cna untt ts as follow•: 1% land, t% bulldlng; 

52, 400 above the 1 % of the existtng mortgage. 

'Nhetner t,.,e lam ts neld ~ nwned cei'"Manently by the ;c·.nt vent~.;:-a 

~,. ccntrtbuted to a cna,..ttsbte cr;anazattcn, all dlstrtbutlons cf :acaal, 

' :~come, loss, c:3Catal ;atns or c:a::ntal less•• o,.. any addlttonal c:asn 

:aclt&l r-eautrec: r.-=m eacn memoer snall be basad uQon owner-sntc ~n tro.e 

::ulldtng. 

. ·.• 
Trial Exhibit 
No. 389 • 
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~3~''"9 en ':he eve,.y Oay t:IUStness Of the venture • ::~ee~<s c,.awn on S&ld 

accounts w' i.l oe st;ned :::y 01"'. 7 auce,.. : ~ is aq,.e~ :.hat ~e snatl no: :a 

.. 'i!~utrea eo r~l"'~tsn any evtaenca cf !":is autnor"':ty to ::en S!.:C.., acc=unt :,.. 

in the mMner" aforesaid, otr'\er tnan delivery to suc:n t:IMk or OMI<II dan 

7. Or. Tauber' will ke-o Pr"Cl!P.,. roecor'da ol all ccnsa-ucttcn 

acttvittea tn ,.egard to the jolnt vencur"e and wlll cbta\n and keeo prco..-ly 

posted books of account relatlng to tn• buatne•• ol the joint venture. Said 

r-ecoroas ard coo~ ol acccc.nt, u well u any· and au banac •acccuncs, 

cnack.8, etc., or the joint vena.re will be keot avall&ble ro,. )lOW'" lnsaec:tion 

at all r"eucnaole times. Said r"ecor"ds, beoc. ol accO\.I"'t, c~cttcn 
. - . 

ccncracts, mo,.tgage ccmmttm.-.es, etc., will be keot by 0,. :· · Tauber in 

, •• drtce. He will select a r"eDutabla Certtrlecl Publtc ACCCU'UI'It to .. t 

1..0 Pr"CGe,. cooks ol acco""" and to pe,.todlcally at.dlt same, anc:t o,...,.,.. 

income tax ,.eturtta. Coote• ol the aUdlt r"epoi""U and tax r"eturna will ca 

r-eQUir-ed to be used fo,. eacrt lncltvldYal'• .,.,.e o1 the lnccme for" hi• 

own tndlvtdual tax ,.etu,.,. All coats involved Shall be a joint ventu,.. 

.~.,... 

a. lt ls unde,.scooa by 0,.. Taube,. tn the development ol the 

will be in c:naroge or sucn acttvtttea and alL dectatcns r"elattng to •ucn 

acttvitla• shall be m~e by htm. 

9. No cu,.cnue,. c1 pr-ooercy from Or-. Taube,., no,. any lcndr of 

money uoon tne secur"tty d any o1 the jotnt ventu,.. usee•, shall be ,.e-

QU&r"ed to sae tc hts autl'lor"tty to make a conveyance or octatn a loan uaon 

:t'\e seCUI"'tty of the or-coef"'ty, or" to sae to .,ts acDlicatton of any Put'Chase 

mo"•Y c,. money loanea. ~acft cu,.cnaae,. or" lencle,. snaU t:e entttled tc 

---··--------------------------------------------------. -···' · ·• ·. · 1 APP 4092 
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--:sottal .,.,:!nt Venture. =Y 0,... -:"auoer, snall have me fi~c rot;:-: :: 

:u,.cnase your tnterest if you CIUlre to sail by meettnq any ocna fide offer-

~nat ycu may o=tstn from other- oarttea. vou must. aubmtt your ccna fide 

cffe,. to 0,.. Taube,. tc;.che,. with the reLated doc:umenta an::l o,-. Taucer 

snaU have 1 ! days ln ~tc:h to exe!"Ctse the r~t of the jolnt venture to 

;,ur-cnase ycu,. interest. tf 0,.. 1"auce,. falls to ~eroctse me right to buy 

For the joint ventur'"e, you snall be ,,..e to sell ycNI"" tnterest. Any own•,. 
·Nt'fo wtsnes to uaign hls interest wlll also be ,.eoutl"'ed to octatn 0,.. 

"':"'awe,.•s written aop~ to convey hta tnt.areat, wnleh &DProval will net 

-:e un,..asonaoly withheld • vcu sr.u have the r'"ight to beQUeach ~u,.­

lnt•,..• t:ly your'" Wlll. Any &uOHQUant ownr, however ootaLnecs, sn&U be 

subject to thts ag,.eem.,t. 

11. Any majcr dectston necessary c,.. dest,.acle in caroroytng out tnts 

joint ventur'"e, ~ tor the det.,.,inatton o1 whtc:h no PI"'V\ston is ner-ein 

~&de, shall be made by Or. Tauo.,.. 

12. vou,. owrt.,..,tp tnte,..st s.,all be 1 1 .000 % ln ~• l~ III"CC 

_._.,_ .• coo ..... __ % tn the butldtn;. 

13. i'ha garttea a;ru not to enter into any court action 1n any 

:sisoute w,tch may arotse at My ttme and agree that MY cstmute or 

COfttr'CYer"SY that~~ be amlcaDly aattl.S wUl be .uomttted to 

arooit ,.acton, each parocy to sel.ct and Day fo,.. cne arttttrato,., ~· U' the 

at"bitr'"ato,.s cannot ag,.ee, the arclt,.ator'"s are to select a· t,ird arot:nt,.ac:o,. 

at the cost of l:)otn pa...clea wnosa csec\sion Shall be tlnal. i'he orctea 

r-tqp,ts ct the Tr-ustee to act Ut'Wler'" the agreement Shall not in ~Y way l)e 

3ffectiiCI Or"' moatfled during the arottractcn. 

. \ 
. . ~... J.APP. 4093 .. 

• o 1: :. • o •• ;··,;.-.#;. ~'l e I • ~ 

··· · · · .... ---..:..o..::~ .. -:----~rw. M•·u .. ....... ~ .... .;wt--~ 
••• • ....... ·~- -·- • ..... ·.; ........ -- .. ·~· :· ... • ·--:-·····::.~·.· !"'- .·' •• !.."··:,.··:-~·. ~ 

: ··~·~·.·.~·'/.··~·--.;,~ • .,_, .... ~·~ • ....u. • ....,"',.~.'· ~~~ .. H·'hS ~,.Jtii · ............ ~ ·~ ,.._ .... ~ ... ;.;.:-,~~~-···- . . ,-~. . .. -- . 



successo,. :!"'~s;ees, ana satd :::-~stees, c,. t~e successo,-s :~ :.-:em. snaL' 

~nd cc·.ver-s !"'!e!""etn scectfteo for- Cr-: 7 a.ucer. 

• 5; 7"'s or-gtnat cost for your 1 untt interest in the ventu,.e LS 

32, 400. 00 above tl'1e exLsttM; mo,.tgage. 

of ,.eseroves for r-eal estate taxae, inSUI"'ance, resef'"Yes for ,.eolacement of 

all witl'lin ~e:l"le discr-etton ol 0,.. Tauber. 

:I" you a;r-H with the aoove, gl ... e_ aig"U'y you,. acc~~etanca oy 

signing t11is lette.- wner"e your name is t"CSicatecs below and Dleue nave you-

signacu,-e wttnessecl and dated. After thts nu be., done, glease recur-n 
- -. 

tnis ag,..emenc to me for my atgn&CUN, and attar I have signed lt, t wiU 

,..tu,., a cepy to you for your rttes. 

The Memo,.andum Ag,...menc d Sale and L..- Sac:tc are attacnect 

and it is. giU""t or the abOVe a;,..ement. 

YC\rS very tr"Uly, 

JEFFERSON MEMORIAL. HOSPtT ~l.. 
JOINT VENTURE 

ey, ~ {. y,.,~ 
~_m. Taua.-, M .c . 
Tr-ustee 

WITNES 

Social Secur'"Y Numce.-: ~.?,-I dO-~I~ 

J.APP.4094 ·-.. · 



..:.ooENOUM 

,\;\&y 1 , : #75 

~t :~e ,.~e\.Oesc: cf _.eff'arson Mamortal HoscHt&l, :~a c,.t;tnat s•x 

months agreement wu extenaec to Seoter71Cer t 1 975 • 

..;EFFER~ N ! RIAl.. HOSPtTAl. 
CORPO Tt 

(Cot'Dcrate Seal) 

·- . J.APP. 4095 
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"c.ffERSON MEMORIAL HOS, •• AL 
6.00 ICIHO .-r~t&&T. AI.GAHOIIIA. VIRCNNIA - aaaoa 

TCI.UNON., 70a/ea a.aeoo 

James 1-f. Scully, M.O. 
7712 Greentree Road 
BetheSda, Maryland, 20034 

Dear Doctor Scully: 

January 30, 1975 

The Soard of Directors of Jefferson JVemoria\ Hospital decided to 
compensate those Stockholders wno purchased additional snares of 
stock in September of 1972. This action was made in aQprectatlon 
for the emet'gency help which these Stockholders rendered to the Hos;)ttal 
to help avoid an embarrassir.g Financial_crisis. These Stockholders 
are entitled to exchange their shares to tong term promissory notes or 
apply their snares in the transaction between the Hospital and L.aszlc;> ... -
N. Tauber, M .0., Trustee, in acQuiring the land and the buildi"9 owned 
by the Hospital. The conversion ts based on $6.00 per- share. 

Those members who have not exercised their option in full to conve,-t 
those stocks into long term note obligations are allowed to transfer tneir 
right indtvidua\\y to certain Stockholders of the Corporation. This 
tetter is to advise you that you are one of the Stockholders to wnom this 
privUege is granted and you are allowed to participate in this venture 
UJ) to~% whtch wi\1 require that 2,000 snares be transtered 
to -Jefl'er-son Memorial Hospital. This is, you,. stock ownerShip will 
be reduced by 2,000 snares and you wtU be 5" benetlctal owner 
of the land and building whiCh is to be purchased by our ventut'eo 

Thank you for your conttdence. 

L.NT:kb 

Sincerely youa-s, 

L.ASZL.O N. TAUBER, M.a. 
Trustee 

Trial Exhibit 
No. 394. 

T"UIJER 2~961 

J.APP. 4096 
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... ,., ..... ~ ... ,o.c: ... , 
c••o·o~oc ... 

Dr. Lazlo Tauber 

MICI-fA£1.. A CORRAOO. M 0 

RICHARD J MART. JR. M 0 

March 24, 19 75 

Jefferson Memorial Hospital 
Alexandria, Virginia 

Dear Dr. Tauber: 

,,., .. c: ..... , 
vc:-.:•-. &••t 8 " .: ,~ 

2SJ•6 S.cc•• •o .... c"" •: a: 
'•··' :-'-ac• ~ •c:. ._ • z:~"'"' 

In refrence to the approved sale of the Jefferson Memorial 
Hospital Bui.lding and Land to stockholders, it has come to r111 
attention that plans for the sale have been changed. I hearby 
wish to serve you with notice that according to our agreement 
the Jefferson Memorial Hospital Builcling azul Land was to be 
distributed proportionately according to stock ownership. 
Furthermore, it vas decided by t."te stockholders and reaffirmed 
by the new Board members that the subscril!ers in the secondary 
offering of $240,000. vill be able to convert the bonds which 
this represents to purchase their share of:the hospital building 
and land. If a larger percentage would become available due to 
some members not exercising their option, then the UDSold portion 
would again be purchased by stoc:kholders, ap!ll acc:ordi.Dg to the 
percentage of stocks heia in 'the Corporation. ·· 

Any alteration from this arrangement I vill find unacceptable 
and will oppose in every available legal means. 

Sincerely, 

Michael A. Corrado, M.D. 

• 
• 

TAUiER 24297 

Trial Exhibit 
No. 402 • 

J.APP.4097 



.JI:r fi·:I~SO~ ..\ \1:.' ~. i )(~L\ L IIOSPIT .. \L 
A.eCO ICINC ST'IItCIT'. AI.C •NO"IA. YI"CINIA ZZ30Z 

T'II.EII"'ONC. I0:3/St:3 a.zaco 

.J. Thorpe Richar-ds, :squire 
1 1 7 FairFax Stl""eet, South 
Alexandria, Virg~nia. 22314 

Dear Thor-pe: 

,\/\arch 25, l 975 

I am sorry that [ was not able to ;et in touch with you by te lephor.e . 
Thererore, [ am enclosing a photocopy of a letter from D .. f-'. Co,..l""ado. 
I think that he is totally wrong but I am sick and tired of ~eing sued, 
therefore, before I do anything, I would like to ask you,.. ·opinion. 

My understanding is as Follows: 

1 • ) The purchase of' the land and building is $240,000 above the existing 
mortgage. 

2.) The $240,000 is to be paid either by cash or stocks respectively, bonds. 
However, it was decided that only those stocks can be used f'or this ~ur-pose 
which wer-e issued on September, 1972, no other stocks or bonds are 
,..ecognized for this transaction. 

3.) Furthermore, anyone who purchased stocks in September, 1972 has 
three (3) OS)tions: a.) To keep the stocks; b.) to utilize part of his sto:ks 
to pay up to the percentage in the newly acQuired building and land. For 
example: t purchased 25% ol those stocks in September, 1972, it is 15,000 
snares. The Board of Directors agreed that those stocks be converted to 
$6.00 at trace value. My 15,000 shares represent 25% of' this n-!wly issued 
stocks and since my percentage ln the COr"'POration is 25% therefore, t was 
allowed to participate up to 25% as maximum in the acquisition o1 the building 
and land. Since the $60,000 to acQuire 25% or the purchase price would 
requ\re on\y 10,000 shares to be \:Onverted at $6.00 per share. Sot have 
the ooportunity ror the remaining 5,000 shares to be converted into new-ly 
issued hospital bonds or notes which will have maturity in 20 years and 
carrying lnter-est d 8% annually and the conversion is based on $6.00 value 
ot ••en shar-e. Furtt-ermore, t have the option wtth this excess 5,000 
shares to assign to otJ-.er stockholders and let them use that right up to 
5, oao .,.,... to be converted for tne purchase ot interest in the building 
and l.nd. 

To summa,..ize, t have 15,000 shares which are newly acquired. I used 
10,000 shares to purchase 25% interest in the building at\d \and and for my 
additional 5, 000 shares, I selected to keep these snares so l increase my 
percentage in the Corporation and I assigned my right up to 5, 000 shares to 
otner stockholders. As t ·understand, Or. Gondor did the same since it is our 

ri.gnt to assign those rights to whomever we want. In the proposed act ion 

·, 

• 
Trial Exhibit 
No. 403. 

J.APP. 4098 



.. ·· 

mentioned above, tne,..e is no misunde,..star.d ing as Far as 1 know among tr.e 
Former and present member"S of the Soar"d of Di,..ectors. The enclosed 
photocopy of 0,... Co,..,..ado's tett:e,.. speaks Fo,.. itself. i"he Soa,..d of Dtr-ecto,..s 
decided that the so called su,..plus ~e,..centage in t~e acc;ui,..ed building and 
land to be aHocated accor-ding tO my judgement tO distribute to those StOCkholdet"'S 
who r reel dese,..ve this excess pe,..centa;e due to their continued support of 
the Hospital. The legal question i.s whethe,.. Dr. Co,..,..ado nas any mer-it to 
his claim accusing me of pr-efer""ential t,..eatment to some of the Stockholder-s 
while at the same time disregarding his contr'ibution to the HospitaL ln my 
judgement, D,... Corrado would be pemaps the last one ~.hom ( consider to 
obtain any excess of this not claimed percentage. ·If you: feel that he has 
legal right to back it, naturally, ( don't want to go to Co~rt. His suggestion 
that every stockholder wno wants to have more shares s~ould be given an 
opportunity to buy additional shar-es according to their- pr'"oporttonate owne,..ship, 
For' instance, Or-. Co,..rado owns 9. 72% and if the surplus is 10%, then he would 
get o .972%. 

( want to repeat it that t am very much against that 0,... Corr-ado set a 
single shar'e beyond his percent since he did not support the Hospital in 
the past, present and ( doubt his S4Jport in the futur'e. 

Please advise me • 

Sincerely yours, 

4 (. fl...L. ~-o. 
LASZLO N. TAUB~R, M .0 • 

• 
J.APP.4099 



4000 ICING STf'££T. Al,.f:• ... OAIA VIRGINIA ZZ30Z 

~tounzer S ibay, t-1. D. 
6305 Castle Place 

TELEPHONE :~3/931·2800 

~1_ay 2 9, 19 i 5 

Falls Church, Virginia 22033 

Dear Doctor Sibay: 

This letter is in response to your inquiry concerning your sale 
of and the concurrent purchase by the Hospital of 10,977 shares 
of Jefferson MemorialHospital Corporation stock. 

.. .. 
Based on your directed communication concerning the stock, the: 
Hospital Corporatio~~Board of Directors has authorized me to 
offer you the chance to repurchase the exact number of shares 
you sold the Hospital at the same price of $4.00 per share, 
which you were paid by the Hospital at the time of sale. 
Therefore, you may purchase 10,977 shares of Jefferson Memorial 
Hospital Corporation stock at $4.00 per share for a total 
purchase price of $43,908.00 • 

. ~ To assist you in this undertaking, you may have the following 

-=---

terms or conditions: · 

Within 10 days o£ receipt of this registered letter, 
make a deposit of 10\ o!·the total purchase price and 
within 30 days pay the remaining baLance. 

It is our ferverent desire t~at you will once again become a 
Stockholder of Jefferson Memorial Hospital. This offer will 
re~ain in-effect for 14 days following receipt of this letter. 

--

ISF:pc 

Sini]j~' 
TRW~~~ 
Hospital President 

.· 

• 

MMRW 002958 

'l'rial Exhibit 
No. 403 (a) 

J.APP. 4100 
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4GOO ICINC STIU!CT. AI..IXANO"IA. YI"CINIA ZZ~OZ 

T£L.EPHONE: '70,/831-2800 

June 1975 

CONFIOENT/.4. 

I hereby acknowledge receipt of the Jefferson Memorial 

~ospical Corporation Bonds scheduled below: 

BOND NUMBER 

WITNESSED BY: 

.... .. 

AMOUNT 

-o-

-o-

TII\UBEFc 24474 

Trial Exhibit 
No. 406 • 

J.APP.4101 



••oo JCINC: ST-.CCT, A~Cl"' aHOAIA. VUtC:INIA lZ30Z CONFIOENTirtl II._ 

Tli..C~HONI· 703/., I·Z800 

June l1, 1975 

I hereby a~knowledge receipt of the Jefferson Memorial 

Hospital Corporacion Bonds scheduled below: 

BOND NUMBER AMOUNT 

I \"\ QQO 

-o-

WI!!{!SSED BY: 

T~UiER 24489 

J.APP.4102 
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••00 JUNO STJt&CT, A&..QrANCJtiA, YIJtGINIA I:Z~OZ 

T'I:&..E~HONC: 10~/1131·1000 

June J.i 197$ 
I 

CONFIDENTfu! . ' '··-

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NU~fBER 

C."~ 0\\ T"\\l.. C:.C-C.. OCet, 

NON\i 

\'IITNESSED BY: 

;??~ .5:42?' /._ . a! 

• . ,. 

A.\tOUNT 

lt. \o Ooe. 
I 

~ '"' 000 I 

-o-

T,._U&ER 24490 

J.APP. 4103 



JEfFERSON L'lfl'\ORIAL HOSPITAL Co ~'rlOrNTir:: i'~r c: li~·. ,_ 
o&eOO ICING STJtCC'r. A~U.ANORIA. VIJtGINIA ZZ~OZ 

TI:~CPHONa: 70~/83 1·Z800 

June 1975 

I hereby relinquish the Jefferson ~emorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NUMBER 

e sa os' T ):\l,\1, B" oSC\ 

. ,. 

\'IITNESSED BY: 

fi~. ~· 

· ... 

AL\iOUNT 

s a.,ooo 

. (SEAL) 

TAUBER 24492 

J.APP. 4104 



- . . 
... 00 ICING ITIItlaT. ALC7AN0 .. 1A. YllltOINIA 2Z.JOZ 

T&L~MONI: 70~/a:aa.zeoo 

June 1975 

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

80:.10 NU~fBER 

·, .. • 

A.\lOUNT 

i 9.,ooo 

(SEAL) 

Jcr?S 

TAUiER 24493 

J.APP. 4105 



,, . 

6eOO JCJHO STIIICT. A~CXAHOIIIA, 'WI .. C:IHIA 22202 

Tlt~UMQNI:; 702/e~ 1·2800 

June 197? 

• r-: r- -) ! j I :,, c 0 \~ r \ uti ·i \ \ n:.. 

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BONO ~UMBER A.\IQUNT 

(SEAL) 

TI\U&EF< 24494 

J.APP.4106 

··- .. 

1 



JEffERSON L'\EL'\ORIAL HOSPITAL 
4100 JCJNQ STJtCCT. A~CXAHCUtiA. YIJtGINIA ZZ20Z 

TC&..~ONC: 702/.21·2800 

June 1975 

CONFIDEIHI~ _ 

I hereby relinquish the Jefferson ~lemorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NUMBER AMOUNT 

il,ooc 

.. 

(SEAL) 

IHT;n!·~ LJ 

Tat.UiER 24495 

• J.APP.4107 



&GOO KINC: ST"CET. Al.lliANO"IA. Vf"C:INIA IZ~OZ 

TCI.CitHONC: 703/831·&800 

CONFIDENTJ.4! -

June 1975 

I hereby acknowledge receipt of the Jefferson Memorial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBER. AMOUNT 

'l5ooo 

' 1 c;QQ 

t. \ 
1
0ro 

TAU&ER 24496 

·, .. • J.APP.4108 



~ICO ICINC ST,.!IT. A\.I!:::&HC,.IA. VII-C:INIA az~OZ 

TEI.IPHONI, 7C3/831·ZICO 

CONFIDENTIAL 

June 1975 

I hereby acknowledge receipt of the Jefferson Memorial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBER AMOUNT 

Bt:;B OS\ 'T~(tU. BBf\ 0'1S 'lSooo 

' 1 CQg 

~ \ooo 
• 

(SEAL) 

T"UBER 24497 

J.APP. 4109 .. 



JEffERSON l\\fl'\ORIAL HOSPITAL 
6.00 KING STitiCT. AI.CX.-NO"tA •• YlltGIHIA ZZ20Z 

Tlt,.UHONC: T0~/83f•ZIOO 

June 1975 

I hereby acknowledge receipt of the Jefferson Memorial 

Hospital Corporation Bonds scheduled below: 

BONO NUMBER. AMOUNT 

f. 'lS QQO 

I l. ooo 

c.c...c. QQ') 1)\£b.. c.c.c. 0\0 ' \,QCQ 

.,. 

TAUBER 24498 

·, .. • J.APP.4110 



' ... 

•e00 ICINC STIUIET. Al.~li4N01tiA. • YUtCIHIA %Z~OZ 

TC&.C~HONC. '70)/831·%800 CONFIDENTIAL 

June 1975 

I hereby acknowledge recei~t of the Jefferson Memorial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBER AMOUNt 

A l. ooo 

c.c...c,. 00'1 'T'r'$.P. c.c.c 0\0 

WITNESSED BY: 

...... 

J!hze ~5 jtl?5 
(' 

T"UiER 24499 

J.APP.4111 ·, .. 



•&OO lUNG STRI:ET. AL,.C • "'0"14. YI,.GIHI4 12~01 

TEL.EftHOHC: • ):1/ea I·Z800 

CONFIDENTIAL 

I hereby acknowledge receipt of Jefferson Memorial Hospital 

Corporation Stocks listed below from Dr. ~~~~~n~~~M(~------------

Certificate 
Number 

··-

. ,. 

.. 

Number of 
Shares 

'-i c. co~ 

TAUBER "24500 

J.APP. 4112 



••oo ICING ST•CCT. A~~lirANCI.IA. Yt.GINIA 22:IO& 

T&~U .. ONC: 70:1/0:11·2800 

June 1975 

r hereby relinquish the Jefferson ~lemorial Hospital Corporation bonc.ls 

schec.luled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NU~IBER 

·, .. .. 

~\lOU NT 

''=\,ooo 

' ""\So 

- o-

TAUBER 245v3 

J.APP. 4113 



CGOO ICING STRICT. AI • • "'ICinrA. YI,.GIHIA ZZ30Z 

TI:L.CJitMOH£· 70:1/IUI·ZGOO 

CONFIDENTIAL 

June 1975 

I hereby ackno~ledge receipt of the Jeffers6n Memorial 

Hospital Corporation aonds scheduled below: 

BOND ~UMBER . AHOUNT 

''i 000 

LC.C. \O<f T'\!u. C,C.C. \ 0?, 1 \So 

--o-

... 

TAUiER 245uo 

J.APP.4114 



STftiET. A\.U.UCDftiA. VUtGINIA 

TCI.PMONC: ,0~/·3 t.zeOO 

June 197~ 

sz~oa 

CONF/OtNTIAL 

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BO~D NUMBER 

P..S 9 2So 

SIGNED: 

, .. 

.. 

A&\tOUNT 

'\,ooo 

J-; OOQ 

s :vso 

lf ;;:._ ~ IJ"'t /'14::) 

~~l'-l t~~\o'-.\, ~.'C:l. 

(SI!AL) 

TI\UBER 24507 

J.APP. 4115 



• • •• <~" ._,_ .. • 

JEFFERSON 1\\f.\\ORlt\L HOSPITAL 
•a00 ICING ST.-lET. AL.DANO.-IA. VI.-GIHIA ZZ:JOZ 

TEL.EPHONI: 70:1/83 1·2800 

June 1975 

. ; .... 

CONFIDENTIAL 

I hereby acknowledge receipt of the Jefferson Memorial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBER 

SIGNED: 

WITNESSED BY: 

f/f;_l; ~ I a. j 
I i!/l.hJiO -

• 

..; 

AMOUNT 

'tooo 

SL'\ QQO 

TcllU&ER 24508 

J.APP. 4116 

-· . 



•eOO ICINCJ STR&&'T. A&.CXANOittA. YllltGINIA ZZ20& 

TE&.UHON&: 702/0:II.zeOO 

Junes; l9iS 

COt~FIDENTIAL 

£ hereby relinquish the .Jefferson ~femorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NU~lBER 

BSS \o\ T"&,. BP.~ \"l,o 

~i'BOl.9 i'MRu ~~~ O'i\ 

SIGNED: 

I~ITNESSEO BY: ~ / 

.££k b£' . . 

··- • 

AMOUNT 

-'1-o.ooQ 

.S \.Q OOQ 

-o-

,!c~rtS-,~ 1f'o (SEAL) 

\--t:~\..\,-. ~. ~~~ ac;:., ~ .. c. 

Te'lUBER 24510 

J.APP. 4117 

... 



I'll\ . 

••OO I( IN~ STitt lET. A&.ltl' •NOitiA. YlltGINIA zz2 oa 
TE&.EJIIHONI: 703/831·21100 

June ~ 1975 

I hereby acknowledge recei~t of the Jefferson Memorial 

Hospital Corporation Bonds scheduled bela~: 

BOND NUMBER AHOUNT. 

-o-

Ar~~. 
SIGNED: (SEAL~ 

Le~'-'~ ? . <:rat..)~~,~-~. 

WIT~ESSEO BY: 

TAUBER 2 4511 

• J.APP.4118 



•eoo ICING ST"RET, AC.&~ANO,.IA, VIRGINIA az~OI 

TCC.PMONI:: 70~/831·1100 

June 1975 

CONFIDENTIAL 

I hereby relinquish the Jefferson ~1emo-rial Hospital CorporJ.tion bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NU~IBER 

SIGN 

·,. .. 

~\IOU NT 

'\,ooo 

I 1$0 

TAUBER 24513 

J.APP.4119 



..... 
.<I 

JEffERSON i\\E.'\ORIAL IIOSPITAL n 
.... "'"a IT""""· ••u•Ho•••· vroarHIA U>o• C UN FJ DENT! fl/ 

TEI.EPHONC: 70~/SJ:S t.zaoo :: • ~ 

June 1975 

I hereby acknowledge receipt of the Jefferson ~e~orial 

Hospital Corporation Bonds scheduled below: 

BOND NtJMB!ll AMOUNT 

S \ OOQ 
• 

1$0 

~ ... 

WITNESSED BY: 

~~d/ 
/ /~~ 

r.-.uaER 24S14 

·,. .. J.APP. 4120 



•000 ICINC SfAlET, AI.£XANO.-IA. VIACIHIA ~:UOZ 

TELCPHONC: '70~/a3 I·ZIIOO 

June 1975 

I hereby acknowledge receip~ of the Jeffe~son ~emorial 

Hospital Corporation Bonds scheduled below: 

BOND ~UMBER AMOUNT 

- o-

-o-

. ,. 
·" 

SIGS£0: 
/ .:. I _,. _., ...---· ~ 
·,· .. j ! .. .. . :. G' _(S~AI.) 

C..i\~\.. ~. l\ NTO-..l 

TAUiER 24Slo 

J.APP.4121 



cor~~~n~fdT! ~I r U ._,' r 1""1: I,:_ 

JEffERSON l'\El'\ORIAL IJOSPITAL 
•GQO ICING ST"ECT. A~CXANCRIA. VIRGINIA ZZ20Z 

TE&.UHONC: 703/a3t.zaoo 

June 1975 

I hereby acknowledge receipc of the Jefferson ~e=orial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBER. AMOUNT 

'} 000 

- o-

-Q-

. ,. 
. // 

• - .. • :...,¥ ~- ,---
s IC~ED: /1 . .I ,. .. .., , ... >=' r' -+&EAL) 

C... A~\. (. \_\ NTCw 

]I /775 

TAUBER 24S17 

·,. .. J.APP.4122 



~· 

JEffERSON 1\\fl\\ORIAL HOSPITAL 
•eoo ICINO STf'CIT, ALCXANCitiA. YIIWGINIA ~z~oa 

TCLCJIMOHC: 70~/.II·ZeOO 

June 197? 

I hereby relinquish the Jefferson ~emorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NUMBER 

\ Lt. \\0 T"C¥- C.c.L \"l..C. 

~ON$ 

SIGNED: 

. ,. 

··- • 

~\fOUNT 

s ~ hSo 
I 

- 0 -

- 0-

TAUBER 24519 

1.APP.4123 



4000 ICING ST•CU. A"C:fANO.IA. VlltGINIA ZZ~OZ 

Tti.CP ... ONC 70~/taJ I·ZSOO 
COnFIDENTIAL 

June 1973 

I hereby acknowledge receipt of the Jefferson Memorial 

Hospital Corporation Bonds scheduled below: 

BOND ~UMBER AHOUNT 

c. t.e.. \\Q "t "'12 u, c.c_c. \ 'l.G,. 

- 0-

-o-

.. 

Wit~£SSED BY: 

TAUBER 24520 

. ,. • J.APP. 4124 



JEffERSON 1\\fl'\ORIAL IIOSPIT AL I I ·j• I r.r-}.1"":-, .. --··or·.-, 
v ~rluct""J'!.!' 

' ll.t_ 
•eoo ICINO STitEET, A&.E~4NC::UtiA, YlltGINIA ZZ~OZ 

TCLUHONC: 703/a31·Z800 

June 1975 

I hereby acknowledge receipt of the Jefferson Memorial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBER AMOUNT 

Jsooo 

11 ;, 000 

s \ lSo 

WITNESSED BY: 

.KrJ:5fr 

·, .. J.APP. 4125 



~. 

4000 ICING ST-.I:ET, AL.,•ANC .. IA. VI-.CINIA IZ~OZ 

TC\.CfllHONI:: 7031'8~ t.aeoo . CGNF!D&VT!AL 

June '2..0 1975 

I hereby acknowledge receipt of the Jefferson ~emorial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBER AHOUNT 

i~s oco 

'""coo I 

t".··~··A.·~~~. 
5 IGNED: TIU.I 'z::yc: ( 5 EAL) 

\...€~'-\~ L .. ~c'TE"~ .m.o. \..~t) 
\=) e:.~~\C~~ ~\...~N 

TAUiE~ 24S2S 

J.APP. 4126 



r 

.... 
••00 ICING STIItCCT, A~EXANOIItiA, VllltGINIA li~OZ 

TEU~MONC: ~02/a21·1800 

June ~o, 19 7~ 

CDNF!D£iVT!AL 

I hereby relinquish the Jefferson ~emorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NU~fBER 

~s,e '\ST..,&'*~~~ 'n 
· \.C,S- OC\ \ """'"'Bu. C.t.e. OC\~ 

SIGNED: 

. ,. • 

A..'t0UNT 

I 'i Ooo 
0 

I 'i Qoo 
I 

B '"\So 

L.r~\.'' ~ ~"~'1t.~ N\.~. ~-ro 
?li"'\\Q)l ?'-f'" 

Tct.UiEft 24526 

J.APP. 4127 



.. . ·. 

•eoo ICING STitlr:T. A~UANOitJA. YUtGINtA 12:10:& 

TC~I .. HONI: '703/1131-:lSOO 

CONFIOENT/.t1L 

June 'to, 1975 

I hereby acknowledge receipt of the Jefferson ·Memorial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBER AMOUNT 

5 s,ooo 

S Soo 

... 

T~UBER 24S2i 

·,. .. J.APP. 4128 



JEFfi:J~SON 1\\E~\OIUAL IIOSPITAL 
~·00 ICING STitCET, AI.C.liAHOitiA, YlltGINIA &UO& 

T~I.CJIMONC: 70~/831-&eGO 

June '2.o,. 19 7? CONF!D&VTIAL 

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BONO NU~1BER 

Si\f\ "41>' :r»et'* Ps~S ns. 
r;{\~ ,,1-.,."'au. M.~ r~:l 
C.c.c. 09$ A)lQ Ct.S. 09(, 

SIGNED: 

··- • 

... 

~\tOUNT 

"s,ooc 
's,ooo 

# Z4 

A.£..a.-.:t ... .-..·.,. ,( • ~ (SEAL) 

T'-UiER 24S28 

J.APP.4129 

., 
! 



JEffERSON lt\fl\\QRIAL IIOSPITAJ.. 
4000 ICING STftiET. A&.UANOitiA. VlltOINIA :12~02 

TCLEJ'HONC: 70~/11~ 1·2100 

June l9i5 

CONFIOHJ-J I~ i ,,.,,_ 

I hereby relinquish the Jefferson ~emorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NID-fBER 

WIT:-.IESSED BY: 

·, .. 

A\fQUNT 

s 'l'J.$0 

-o-
-o-

(SEAL) 

TAU&ER 24530 

J.APP.4130 



I 
CONFIDENTIAL 4CSOO IICJNC ST•EET. AI.I.~A,.,Q.IA. VIACINIA 1Z.:I02 

TCI.CPHONC 703/G::I r.zeOO 

June 1975 

I hereby acknowledge receipt of the Jefferson ~e~orial 

Hos?ital Corporaeion aonds scheduled below: 

BOND ~UMBER AMOUNT 

IJ.. +So 

-0-

-o-

WITNESSED BY: 

· .. • J.APP. 4131 



6000 ICING STitEET. AI.EXANOIUA. VlltGINIA :ZZ:tO& 

TCI.UHON&. 70:S/8:S l·a80Q 

June 19i~ 

Co ~'FI nc~1 1TI n' I~ I u L ~ I I i\ L 

I hereby relinquish the Jefferson ~emorial Hospital Corpora:ion bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

80~0 NU~tBER 

f\F\l?s h'-'0 i"~'* f\P,V\ '-"'C\ 
S.t.s; \01. jk'~ll. C.C.S. \OS' 

... 

~; .. 

... 

A\tQUNT 

• \0 000 

.,so 
-0-

(SEAL) 

TAU&ER 24533 

J.APP. 4132 



-· -----------~ ..... -----· ----·- -

.JEFFI:I~SON &\\J:.'HH~JAL llOSPIT.\1.. 
4000 ICINC STREET. "'l.f •.a.~ORIA, VIRCINIA ZZ~OZ 

TELEPHONf:; 70:1/1..:1 t.zeoo 

June 1975 

I hereby ackno~ledge recei~t o: the Jefferson Memorial 

Hospital Corporation Bonds scheduled below: 

oOND NUMBER A~lOUNT 

s \o ooo 

& 1So 

-o-

. ,. 
./ 

SIC~£0: 

TAUBER 24Sl4 

J.APP. 4133 



JEffERSON Mfl\\ORIAL HOSPITAL 
6100 ICING STIIIKET, A&..IXANORIA, VI~INIA ZZ30a 

T&&..UHOH&: T03/e3t·Z800 

June 19 7~ 

CONFIDENTIAL 

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NtJ1.1BER 

PsSS ,,, T\\IU. B~Pt \(pO . 

e a, 2> o~C\ ., .. ,.c»., \¢£{\ ott.! 

SIGNED: 

... .. 

~\fOUNT 

S'=\o O'QQ ' . 

••c,ooo 
-o-

w (. ~./)J'·(SEAL) 
lA~'%.\..0 .~. \i'~~t.<t, ~.t). 

TetttUBER 24Sl6 

J.APP. 4134 



•eoo ICING STitiCT. At..F • .,. ,.NOftiA. VllltCINIA ZZ:IOZ 

TEt..CPHON" 7C:I/031·28CO 

June 1975 

CON Fl 0 ENT/,4L 

I hereby acknowledge receipt of the Jefferson ~e~orial 

Hospital Corp~ration Bonds scheduled below: 

BONO NUMBER AMOUNT 

S "iO COO 

~?.o ooo 
: 

-o-

(.,.,£. 4.1~ SIGNEO: _____________________ (SEAt) 

\....f\~'Z..\...0 ~. T A.~COE~ .\'t\.\;l . 

• 
·, .. .. J.APP.4135 



4eOO ICING STIIt&IT, AI.I!:ZANDIItiA, YUtGINIA az~02 

TEL.I~IotON&, 70:1/831·2100 

June 1975 

CONF/ OENTIAL 

I hereby relinquish the JefEerson ~emorial Hospital Corporation ~onds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NU~fBER 

. .. 

.. 

AI-IOU NT 

.1...., QQQ 

' 

-o-

SIGNED:~: J.J 'M_. ~~ ~(51:.\L) 
nt C.'t\_,_ T1\. \h .. ~'YilQ~ .. m.~ . 

.. 
J.APP.4136 



·. 

4500 IUNO ST,.I:IT, AL.I:.XANO"IA, VI"CINIA 11~0Z 

TIL.P"ONC: 70.3/831·2800 

June 1975 

. -. .~ 
. '--! .. 

·..., '····~: ! ~ ,--; ; . . . 
'--1' I i:iL 

I hereby acknowledge receipt of the Jefferson Memorial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBEll AMOUNT 

l?4oooo 

-o-

... 

WitNESSED BY: 

T,._UBER 24544 

..• .. J.APP. 4137 



~-

6eOO ICINC ST.-CCT, AI.&JI ANOAIA, YI.-CIHIA ZZ~OZ 

TI'-IPMONI: 70~/1:11·2800 

June 1975 

CnAlC.f rc-J ,~, t: 
I • : : I : !; ! 

I hereby acknowledge recei~c of the Jefferson"Memorial 

Hospital Corporation Bonds scheduled below: 

BOND NUMBER. AMOUNT 

-o~ 

'· 

, .. 

WitNESSED BY: 

;LLw~Zd 

T'-UBER 24562 

1.APP.4138 



•&00 ICING ST.CET. AI.(JCANQitiA. YU,GINIA aa~oa 

TEI.EJitMONI; 102/D:II•ZIICO 

June l9i5 

...... - . : - . r: -
' I i f• I· . '~ j :~; r 
:...; U I ~ r j• 1 - ; \i I. i :..! : 

UL11. ltlL 

t hercbr relinquish the Jefferson Memorial Hospit4l Corporation bonds 

s~hcdulc~ below for my interest in the Jefferson Memorial Hospital 

.} o in t Venture . 

B0:-.:0 NU~tSER 

C.c.t. \09 

. ,. 

-'-..,_ 

· ... • 

&\IOU NT 

J2,oo0 

!l 'l.so 

-o-

(SEAL) 

TAUBER 24563 

J.APP.4139 



.&000 !ICING STACCT. A~~lCANOitiA. VI .. GIHIA ZZ:IOZ 

TE&.UHON£: 70~/1:1 I•ZSOO 

June\')., 1975 

I hereby relinquish the Jefferson Memorial Hospital Corpor~tion bonds 

scheduled below for my interest in the Jefferson Memorial Hospital 

Joint Venture. 

BOND NU~tBER 

B Jii\S oo' 'T.,..e,. BBB Q\6 

E>~t? oo' ,=wau.i.~t\ o-.o 

C.t.t. OQ). 

... 

WITNESSED 'BY: · , -' ~ ~ .. ,_ \ . . -·· 
\~···& ,.,,~ ;{\(~ 

•, .. 

A.\fQUNT 

"\C;. ~00 
i 

I\() QOQ 

TAU&ER 24566 

J.APP. 4140 



CONFIDENTIAL •000 ICING STitCCT. A'-&I'CANO .. IA. YlttC:INIA ZZ~OZ 

TIL.I~"ONC: 703/83t.zeOO 

June \.l. 1975 

I hereby acknowledge receipt of the Jefferson~Memorial 

Hospital CorporatibR Bonds scheduled below: 

~-
BOND NUMBER. AMOUNT 

A Pt!r oo' ,.,,u. Ps es osc 'so.ooo 

BQB acp ..,., ~\L \\.a a oa.,o 1l \Q cog 
I 

fl'l!\, 

C:..e..t.. OQ\ :t ~ e~ <:.c..5s ~g~ .. I 
SOCJ 

• I 
~ ... 

WITNESSED BY: 

g_)y Q~~ 

TAUBER 24574 

J.APP. 4141 

... • 



: 

JEffERSO~ L'\f..\\QRIAL HOSPITAL 
•GOO ICING STJitE&'T, Al..bANOJitiA. VIJitGINIA 22302 

TEI..IPHONI. '703/831-2800 

September 25, 1975 . . 
Laszlo N. Tauber, M. D • 
.ref ferson Metcrial ft)spi tal 
4600 Kina Street 
Alexandria I Virginia 22302 

Dear Doctor Tauber: 

At a Special ~ of the Stockholders of Jefferson 

Msrcrial ft)spital Co~ration on Sept:ar'Cer 10, 19751 a rroticn 

was carried to ~t the Stcckhclders to exchanqe 20t of 

their shares to newly issued l::cnds with a maturity. date of 

tw!!nty (20) y~s fran the date of issue, paying 8\ interest 

with a ratio of $6.00 per share. This right to convert stock 

to lxxds would be transferable. 

We are sen:linq you this letter and ~lying' you 30 days 

fran the date of the letter to express ~ desire to exercise 
' . 

this opt:icn or assigri le. Please send. your response not later 

than October 25, 1975 to Mr. Linton, Administ:rat:cr, Jefferson 

~rial Hospital, 4600 .~Street, Alexandria, Virqinia 22302. . -

. 
President 

ISP/cas 

fG,J_, ;,...., 1 1 4AA.£L !:.i. t;_ ~ ~ ~ ~ 

~ (.~f;,j_ 
/ 

-;. .. 
T'-UBER 24368 

Trial Exhibit 
No. 409. 

J.APP.4142 



MICHAEL. A. CORRACO. M 0. 

RICHARC J. MART. JR . M 0. 

... ~r• .... ~ .. co•cr.,.c 
c: .. ao•et.=~" 

Mr. Carl Linton 
Jefferson Memorial Hospital 
4600 King Street 
Alexandria, Virginia 

Dear Mr. Linton: 

October 1, 1975 

Seve .. ::• .. c•t 
"'C: c• ..... , 1:-. .: ,c, 

Z9•t s .. cc•• •: .... :.-. -':a: 
r.'-~s c:-.. -c- 'i ., ... :z:.a• 

5ll·ZC•Z 

I would like to exercise my right to convert 20% of my 

shares in Jefferson Memorial Hospital to bonds. The· conversion 

would include the complete conversion of the 1915 shares held 

by Michael A. Corrado, M.D., LTD. Pens£Dn Fund. 
';, 

·-. Sincerely,.'· .. 

•p ~ 

Michael A. Corrado, M.D. 

MAC:azac 

Address: RFD 1, Boz 197 
Sterling, VA 22170 

• 
.... .. 

TftUBER 24370 

Trial Bxhibit:. 
No. 410 • 

J.APP.4143 



•tOO ICINO STitCIT. A~IXANO .. IA. YI .. OJNIA li~OI 

TC1.1~HONI: 703/IJ I ·1100 

December ~' 1975 

Leslie Peters, M.D. 
1701 North Ft. Myer Drive 
Suite 101 
Arlington, Virginia 22209 

Dear Doctor Peters: 

This will confirm my conversation wirh you on Thursday, December 
4, 1975, relative to your Jefferson Memorial Hospital Ccrporation 
Bonds. You had two questions. The first concerned interest 
paid during 1975 and the second question dealt with the number and 
amount of bonds held by you. 

The Hospital Records show you have been issued and hold $51,250 
in bonds. These bonds were issued on two separate dates. Your 
earlier issue was registered to Lesli~ L. Peters, M.D., LTD,· 
Supplenaental Pension Fund, with an ii.sue date of July 15, 197~. This 
issue included Bond Series A032·A03S inclusive; AlSl-166 inclusive, 
each for ~1,000 with a co1nbined total •of 20 bonds valued at s~o,ooo. 
tnterest was paid on these bonds irt February and May 1975. The 
February interest included interest du~ as of November 30, 197~, 
as well as, interest tor December 1974, and January 1975, which ~ere 
2 months in which the bonds were in default. Default was brought 
about during the period in which the Delaware Corporation was legally 
assuming the assets and liabilities of the Maryland Inc. Interest 
paid in February 1974 was Sl,066.67 which was interest due for 
~ months •. Interest was .again paid as of May 30th on these said 
bonds in the amount of $53.3.33 which was interest due for 4 months. 
Both of these checks were issued to Leslie L. Peters, M.D., LTD. 
Suppremental Pension Plan. 

Your secon~ ana last bond issue was registered to Leslie L. Peters, 
~t.D., LTD, Pension Plan with an issue date of June 1975. This issue 
included Bond Series AAA·ZOO - A~A-Z30 inclusive, each for Sl,OOO 
and Bond Series CCC·094 in the amount of SZSO.OO, with a combined 
total of thirty-one thousand ~ollars bonds, and 1 two hundred and 
fiftv dollar bond with a total of Series AAA and CCC bonds in the 
amou~t of $31,250. Interest on these bonds was paid on November 
30, 1975 in the amount of Sl,2SO.OO. The Hospital Accounting 
Department issued one check in November, in the amount of SlOSO, 
as payment for interest on both your bond issues. This check 
includes $800 interest on bon~s registered to Leslie L. Peters, 
~1.0., LTD. Supplemental Pension Plan and Sl,ZSO for interest on 
bonds registered to Leslie L. Peters, M.D., LTD, Pension Plan. 

TAUBER 24o82 

Trial Exhibit 
No. 420. 

J.APP. 4144 



. ... 

LESLIE L. PETERS, M.D. 
Page Two 

- .--. .... ,-- ·- . 
~ . . - • ~ ~.I J : : : 

.. .., ·- • • ~ • • L-. ~ • '~ • • rt ~ 

With regard to additional bonds which you indicated you hold, I 
was unable to find such list in the Hospital Bond Registry. 
Should your records indicate you have Jefferson ~emorial Hospital 
Corporation bonds which have not been listed above in this letter, 
please list the Serial Number, date of issue, and name in which 
requested. 

Sincerely, 

. / 
(. 1(.1/ .... I .. ~. :C • • • • • 

cAttL E. Lt~tON 

·-·-

Administrator 

CEL:pc 

T.-.U&ER '24663 

J.APP.4145 

··- .. 



.· .. JEffERSON l\\f4'\0RJAL tiOSPITAL 
•eoo 1UNO STit&IT. ·~~lCANOIItiA. YlltGINIA za2 oa 

TC~PHONII: 702/e:l I·ZeOO 

.. 
Melvin D. Small, M .0. 
5021 Seminary Road 

Alexandria, Virginia, 22311 

Dear Doctor- Small: 

December 22, 1975 

r nAt:•r,_l 
• . I :I·,. ~- J • ; :... ~ ! .., ; ,. ' .... . . 

This tetter- is per- your reQuest, it descr-ibes the transaction~ r-elative to 
the Hospital's r"edemption of' stocks for bonds. Further- it descr-ibes your­
use of such bonds as payment of your- liability to the Hospital, as one of 
the partners of the ..Jeffer-son Memorial Hospital .Joint Venture. 

The Hospital Stockholders have authorized the Board of' Otr-ectors to 
redeem all stock issued in the 1972 ofFe,..ing. Payment Fo,.. such stock 
was autho,..tzed to be made with .JefFer-son Memorial Hospital Cor-por-ation 
bonds bear-ing 8% interest over"' the 15 year"' life of' said bond. In addition, 
holders of' the 1972 stock issue were given the option of' either"' exchanging 

, , all Ol"" par-t Q~.the!r 1972 stock f'or prio,.. issued Corporation stock, with 
other- stockholders who held such prior issues~and who agreed to the exchange. 

Laszlo N. Tauber, M .0. off'e,..ed 400 shares oF.'~is 1972 stock issue For 400 
shares of your 1971 stock issue. You accepted his offer and de\ievered to 
the undersigned, .Jefferson ~emorial Hospital C~oration stock certificates 
all ,..egistered to Melvin 0. Small~ M .0., number· 69 For 2, 000 shares, 
number 70 For 1, 199 shares, and number"' 91 For 67 shares. 

The Hospital thereupon registered the ~l"'ansaction by withdrawing your 
stock ce,..tiftcate number 70 for 1·, 193 snaresr issuing 01"". Tauber "· 
certtf'tcate for 400 shares of 71 stock issue and issuing you two st~ck 
certificates numbered 207 for 400 shares of the 1972 stQ ck issue. al"d 
number 208 for 799 shares of the 1971 stock issue. The two certificates 
ec;ual the 1. 199 shares wtthd,..awn fr-om you in certificate number 70. 

The Hospital honored your request to have your 400 shares d the 1972 issue, 
r-edeemed at $8.00 per snare For bonds. The Hoss:>ital rssued to you 
.JeffersOI' Memorial Hospital Corporation bonds numbered BBS-147- 150, 
eacn for SSOO and CCC 109 For S2SO with an aggregate total of 52,250. Since 
your stock had a value of $2,400 and the lowest bond denomination is for 
$250, you ar-e due $150.00 in cash wnicn is paid herewith by cheek. 

As a partner tn the ~ef'ferson Memor-ial Hospital Cor.poratton Joint Venture 
with a 1% holding. you owe the HosPital $2, 400. The 1-fospltal agrees to accept 
payment in bonds or cash and nereby accepts your $2,250 of said bonds plus 

endorsement of the S 1 SO .00 check -~~"':toned above as payment to the Hospital 

· .. • 
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._ . ....; ; ·; ;- I U ~ 
ol' you,. .Jef,erson Memo,.ial Hospital Col""poration .Joint Venf:ure li~itlty 

To signify your acceptance of this tr-ansaction, the Hospital reQuires yot 
signature on enclosures A and 9 attached. Enclosure A certifies that 
you acknOWledge receipt oF tne bonds and enclosure 9 certifies that you 
relinquished said bonds to Jefferson Memorial HoSQital Corporation as 
payment l'or- your- inter-est in the .Joint Venture. Naturally, your paymer 
also reQuires the endorsement rS the Jefferson Memorial :-tospital 
Corporation check l'or $1 SO .00. 

In addition, I am r"eturning to you stock certificates number 69, For 2, oc 
shares, number 91 for 67 shares wnich were not reQuired in this transa 
and certificate 208 l'or 799 shares which is tne remaining unused shares 
of certificate 70. 

t sincerely trust that this ·letter satisfact6rtly documents the actions whi 
have taken place. · 

CEL:kb 
_Encl. (S) 

· ... .. 

Sincerely yours, 

'" Administr-ator 

itiaUBEFt 24 
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•100 ICING ST"IIT AI.CXANO,.IA VlltOINIA ZJ~OJ 

TIC.lJIHO ... C 703t f31·ZIOO 

Irwin S. F~eedman, M.D. 
Chairman, Board of Direc:tors 
Jefferson Memorial Hospital Corporauon 
4600 King Street 
Alexandria, Virginia, 2Z30Z 

Dear Irv: 

~tarc:h ~. 1~76 

This letter is to confirm our conversation. A few days ago a c~py of the 
Minutes of the Board o£ Directors mee~ting was forwarded to me and there 
are a few things I would like to c:all to the attention of each member of 
the Board. 

Any budget increases should be authorized by a special Stockholders meetins 
for the fiscal year since the Board exceeded their amount alloted for 
expenditure. I would like to call your attention to the fact that the Board 
approved a 4t'lo raise for the employes and at the same time recommended 
an increase in compensation for the Board of Directors by szt~o. I don't 
think that it was wiae even if the members feel it was fully justified. One 
member of the Board aakecl me to abstain from votins but I am sorry to 
inform you that I just cannot do it. I will vote against it but it is my 
advice that the Board should' accept my advice rather than to fight it in 
a Stockholder• meetina. 

Aa far as the Stockholder•' meeting is concerned , please remind each and 
every ain1le Stockholder including the member• of the Board that when the 
bwldinl and land waa repurchased by the Stockholders in their proportionate 
ownership of the •tock• •• well as the riah.t to convert Z0"1o of their stock 
into bonda, it c:outitatea definite. undeniable dividends on their stock 
investmeat. 

Any fue.re lacome ahould be converted as follows: 

1.) To impi'OYe the workinl condit1ons at Jefferson Memorial Hosl'ita\, Cor 
better compeuatioa of th.e employes which in turn will improve tbe attitude 
towards the patiefttl aacl physicians: 

Z.J To secure competeat, well paid House Staff: 

). ) To impr.ove our phyaica\ plant and give l'lenty of room for expantion. 

• 
• 
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Or. Freedman Page T""'·o 

If we meet our Cinancial obligations. then we c:an disc:uss dividends. It 
should be clear to everyone that no dividends ax-e in sight unt1l all these 
c: rite ria are met. Any promises contrary to this p rtnc:iple will raise false 
hope, disappointment and frustration whic:h we c:ertatnly don't need. 

As far as the organization of Union within the Hospital, that is the employes 
privilege whe\tever they want to do. but I want to put my feelings into writ1ng. 
I'm personally definitely not for it, there are muc:h better ways to make 
the employes happy than to push them towards union organization. 

Sinc:e I am not an o££ic:er o£ the Corporation or a member of t~ Board of 
Directors, this letter is written to you only in my c:apac:ity as the largest 

· single Stockholder in the Corporation. 

With warmest personal regards, 

Sinc:erely, 

LASZLO N. TAUBER., tvt. D. 
LNT:kb 

TAUIS!R 00363 
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oiiOQ ICINQ STIIICT &1,: · ANOIII.A. YIIIQINI.A II,OZ 

TIL.I~IoiCINC IOl/ll I·ZIOO 

I 
Oear Soar-d Member-: 

O~ctor Fr-eedman, Chairma,., of tne Soard of Dir-ector-s and l=r"e:ndel"'t -:JF 
tne Hoscital Corooration, infor-med ,.,e tnat for finanetat ,..easo~.s, ne ca,.,not 
aFfot"'d to continue to serve as Pr-esident of tt"le Coi""Cor-at\on and .Cnai.r-,..,.-:a,., 
of the Board of Otreetors. Since I was the fir-st one wnom ne infor-n"'led at: ':Jut 
tnis decision, we agr-eed tl"\at Dr. Goald and Or-. Kauffma.., will ~e ~nFo~-c:!~ 
about his ~eeis\on by him and Drs. E!:..artcffl, Gor-odor-, trar.yt and i=.::t~r-s by 
me. Tt"l'! fli,..st t"eactton to rny contact: wa~ that uncle,.. no condition tt"lat 
a Hospital of this slze could afford to ,..aise the salary of the Chatr-man of 
tne Boar-d of Oir"ector-s fr-om $13,-000 to $35,000. However, subs~uent 
discussions with 0,... Bu,..toFfl at'\d Or-. Gonder- flo,..ced me to wr-ite tni.s letter­
to the eoal""d membe,..s. 

Unfor-tunately, I nave to \eave tl"\e C\.ty today, and I cannot e)(Oress my 
ogtn\on ver-aaUy, therefor-e 1 wat"'t to put tne ,..econ:t stt"a\gnt and nave my 
,..emarks pe,..manent\y ,..ecof"'ded. The selection of Or-. F,..eedmat"' as 
Cnai,..,an ol the Soar-d of 0\,..ectc,..s and Pr"estdent of the Hosot.tal Coroo,..ation .. -.as 
initiated by me and I dettnlte\y want to see htm serve in tnts cacac\ty s\nce 
r cannot see anyone else wno would devote the time ard ability to comoar-e to 
nts achievements. However. the r'"eQuest for" nts c:cntlnuec:l ser-vice cr'"eates 
an extremely dtft'tcult situation. After lengthy talks wi.th Or-. Freedman, 
t understat"CC hts concer-n, that as a C)nysictan ne cannot take a cut by 
reducing nts private pr-actice and auottng ntrn, the 8 nours work. that ne outs 
tn the Hospttal pet' week, means a nours loss in his otrtce and $35, ooo would 
mean only a cor"nPensatton Por the loat earnings •. The $35,000 compensation 
for- a yea.- fo.- 8 hou.-s wor-k Der week wt"\tct'\ ts only 1/!5 at 40 hour flu\\t\me 
emctoyment, would mean that tne baH ot compensatton of the Cnair""t"ncln 
would be 5 time• S35. 000 as a year\y base t'or f'uUttrne employment o,.. ec:ual 
to S175,oao. 1 don't- how Btue Cross, Medtcatd and Medtcare. the 
StockhO~. etf'Olo~• o1 the Hoscttal (don't for-get that we ar-e croftty-~aKing 
Stock CofiDOI"attOII wheN we nave the ,..esoonstbUtty towards other StocKholders\ 
would ICC•t ~ch a declston by tt"le Boat"d. 

I want to dt..-.gard arty r-emarks ,.,.,ade by some membet"S of the Boar-d aoout 
my acttvtty wne.-e 1. vef""Y affectl.:nate\y was called "The Stockholder.·· L.et 
me summ&Mze my stanct\ng of tt'\e tssue ooenly. First, Or. Freedman \s 
wUUng to ser-ve ln h\s cac:aacity until ~\y 1, 1978 at wn\ch t\me a new 'isca\ 
yea,. star-ts when tnta Boar-d wi.\\ l"'ave tne full powe,. to sgend '-0 to 550,000 
tn t"e budc;et without the =or-ova\ :>F .. T,.,e Stockholder-" ard tne ot"er Stoc:k­
nolde,.s. Thereto.-., it th\s Sea-: ~~els that t am the on\y one to be t:a\arneo ;~ 

· .. • 
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"""' 

tnis ,..aise is not apo,..oved, I would t•: e to give you the advice to just 
walt ur"'ttl .July 1st at"d vote Fo,. the ;.,.. :-,.ease of comcensatton ,F the ::n:n,..,.,...an 
as welt· as a r-at se f'or- tne dtfFe,..ent ~emce,..s of the 9oa,..d. 3y ::Jotng s~, at t 
t..,e Stockholder-s will be excluded ~n thts vita\ decision. [n t~is wayt ~,.... 

=,.eedma.rt w\lt not Oe accused that ..,e is ;:,laytng the car~ to me by nts ,...est;nat:t::n 
oe::ause lr"' anotne"r- 4 or- 5 years ( will !:le out anyhow. 

=u,.t!""e,.,.,..o,..e, at this pointt l would :ike to make a ,..ecoml"''"''eMdation '!O this 
5oa,..:. :,:- ':,.,e 3oar'"d Peels that my :J,..esence as a pr-ac:ttc:ing su,..-;eon tn tMts 
Hoscttal Mat"'dicaps the finanetal success oF the l-losottal by dist,..actt,g otne,.. 
sur-geons to br-ing their- patients ne,..e, l am wtlling to ,..esign Fr-om tne 1\,\edical 
StaFf' immediately. I am sick ~d ti,..ed of' the continuous doubl~ talk wntc:!"' 
comes to me di,..ectly Or" indir-ectly. t stated man~ ;;~:iLthat so c:nan;e the 
non-o_r-pfit tg er-~t.m~king was a gr-eat miUoke •o i ;; ?O the r-ec:or-d.~at 
th~s smal\ i-fosPiEal cannot survive w;~Reue t1 ae full ltea,.,e.; s• noor-t oF ever-y 
singlP- per-son working w\tl"'l this place. The ttme ts long gone that this S\Ze 

of a Hos:lita\ can sur-vive with tne tack of .-4ouse Staff' wnicn would put us 
in line with the other- larger- ar-ea Hosgitals. Any money scent f'ora the eempensaticr"' 
ef' employees and the establtsnment of a str-eng t-touse Staff' is the only noce F~.-
our" suf"'Vi. val • 

Tne Board of' Oir-eetor-s~ in my oc:nn\on, is to set policy and not to poli.ce· it. 
The rae is no need P'or the Chair-man of tne Boar-d to so end 8 nours a week he,.e. 
This Board or- any other- Board's duty and pr"ivUege ls to set uo ~ospltal oo~lcy 
and tnstr-uet the Hospital Administr-ator, wno i.s gai.d, to do the jcb. l am 
convinced that 90% of the wor-k of tne Chair-man of the Board of' Oiraector-s is ta.-.en 
up with small insignificant work wnieh snould not even be the concer-n of tne 
Soard of Otr-ector"s. lt would be mucn wiser to suooort the Admi.nist,..ator- 1n nis 
e"or-t to car"ry out the policy of the Board. The assistance d the Vice 
Pr-esidents for Financi.al and Medical Ar,atrs would easily s~clement the wor-'< 
load of the Chair-man. AU of us are aware ot the great wor-k of' Or. F r-~edman 
For- wt"lich he should be congratulated, but I don't see how his reQuest can oe 
met by arry other" way than wnst t have out\ined above. After a discussion 
w\tn Or. Freedman, we concluded tt'lat maybe the Boar-d ts better- served ~o 
cnat"ge its Chairman every yea,. and t\l eatabUS'\ a line of su~cession wntc~ 
wU\ be r-ecommended to the Stockholders. ll)ersona\\y would suocort the 
election ot the same Boar-d and take the sentortty so tnat 0,.. Bu.-tottt would 
succeed u Chat,.,.;., and Pr-esident of the eo,.,o,.ation and \n the \ i.ne of 
succesaton would be Cr-•. GOI'\dor, ~ete,.s, lr-anyt, Kauffman ancl Goald. 

One member or the Boar-d o' Oir-ector-s asked me about any other a\teranattves. 
The only message that t can give you \s-that unless we stick together, tne ~nty 
stec which will tnev\tab\y fol\ow is to sell the HoSQita\ directly or ind\,.ectly 
(either- to mer-ge or outr-tgnt sal'!). I ask a\l o' you for" the benefit of the 
HC~SQ\tal, don't create a vacuum oy douole taLk, come out straignt for-wat'"d. 

"TAUBER 00358 
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The alternatives are: 

1. You want to cay the comcensat~:::n re-:::~ested by:>,... i=',-ee~man and 
act on it on .July 1, 1 97S. 

2. Create a new slate For the Annuai Stocknolce,.s' r":"'9ettn;. 

3. Str'aignt For-war'd ogenl-:~ r-ec:;uest ,.,.,Y ,..esi;nation iF :Mat's Nhat you want. 

4. Make greoar-ations For sale of the ..;o~ital. 

Sincerely yours, 

. :.,;'~, 77 ·--k~ !h ~'. .../--;-
LASZL.O N. TAUBE~,. M.O. , 

.i~i~ .~d., 
F=' .s. . ·i./c/.,.,IJ.t J.'-;. /,;, .::,-:,~~/.~.~=- A'~ ~c.~ 
1 got two calls about the $8,500 cont,..act to build the paN<ing ar"ea and it 
seems to nave c,..eated some gr"oblem. Thg,..efor-e, as a Trustee of tne 
Ventu,.e, I told 0,.. Fr"eedman I would be mo,..e than haQPy to change our 
agreement and nave the Hospital cay Fo,.. the ga,.king lot ,..ather- than the 
Ventu,.e • 1 just wanted to be ne lpfu l, but it doesn't matte,. to me. 

TAUBER 00359 
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Leslie L. Peters, M.D. 
1701 North Ft. Myer Drive 
Suite 101 
Arlington, Virginia 22209 

Dear Doctor Peters: 

~tar ::o, 19i6 

This '"ill confirm my offer and request to the Board of Directors 
made at their meeting on May 19, 1976. I offer and \o~ould appreciate 
being able to either convert my stocks to bonds, or to have the 
Hospital either redeem or se!l my stock to a 3rd Party. 

I hereby authorize the Hospital to convert all my Jefferson 
t.temorial Hospital stocks registered in my name to 20 year bonds 
at $6.00 per share. If possible, I would prefer the hosrital to 
redeem my stock or sell it to a 3rd Party as indicated above. 
I therefore, authorize the llospit3l to redeem or act as Agent --in 
selling my stock at the price of $5.00 per share. 

This authorization is limited in time to 90 days. Thank you 
fo~·your kind consideration and assistance on this matter. 

CL:pc 

Cordially yours, 

~·sQ._· H.j) 

cESXkE LUCtlOLI, A.b. 

.. 
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Jt:ffERSO~ 4'\E.'\ORIAL IIOSPITAL 
6100 ICING ST•IET 41..t:OANO.IA YI.GfNIA ZZ30Z 

Tl~lJIHOHI 703/.31-ZIOO 

April Z2, 1976 

Dear Doctor Tauber: 

I fully appreciate your position and I want to make clear 

that the differences between you and me were fully discussed and 

no further discussion is necessary, and our differences are not 

reconcilable. 

During the transition period of the next four to eight weeks;· 

I and members of my group will continue to use the services of the. 

hospital. We want to make this period as orderly as possible for 

you, the hospital, and my group. 

Therefore, it will be much better for all concerned if our 

points of disagreement are not discussed with members of my group. 

If Y.OU want to discuss any of our problems, I would really appreciate 

you talking to me directly about them, and I will as I have always 

been pleased to talk with you. 

A~ to your co .. ent to Dr. Waltuch about the hospital being in 

the "reel", I want to point out that the hospital has shown a net 

profi~ last year and is showing a net profit this y~ar to date, of 

more than SlSO.OOO.OO. The only added financial burden the hospital 

has had over the last year is the payment of bond interest for the 

20\ stock conversion to bonds which you had put'through and approved 

by the Stockholders. 

• 

Sipcerel~ ~ours, 

(S)Ir~:~ S. Freedman H Q • 
tRW!~~- F~E~OMAN. R.O . • 
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.JEFFI:RSO~ .' '1:.\ \(JJ{L \ L I JOSPJT. \ L 
41500 ICING STitEtT. ~~EliANCUUA. YllltQINIA ~Z~02 

TCL.£P .. ON£ '703/931·2000 

Bond Rede~pcion Agreement 

!, L.eslLa t.. Petars, ~1.0 .• se!.l to J~tH Corporation for S20,00Q.OO 
J~ Inc. Bonds listed below as of June 30, 1976. 
The Bonds being due on June l, 19S5 wit~ a face value of 51,000.00 
each wich the series numbers being: A-032 

for a t~tal face value ~~ S20,ooo.oo. 

A-033 
A-034 
A-035 
A-151 
A-152 
A-153 
A-154 
A-155 
A-15~ 
A-157 
A-158 
A-159 
A-160 
A-161 
A-1~2 
A-161 
A-164. 
A-165 ' 
A-166 

Dat._e_ : ___ __;~;..__1a_,_;,_,_~ ... ·-----

witness: (!hJ, • ~· J'_/ 

• 
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6000 ICIIotO STiti:ET. AI.I::&AfotOittA. Yllit~IHIA 2Z~OZ 

TCI,,I:PHONC '70,192 J. ZIOO 

Bond Redecption Agreement 

I, Leslie L. Peters, ~.o., sell to J~~ Corporation fo~ 510,000.00 
J~~ Inc. Bonds listed below as of June 30, 1976. 
The 3onds being due October 1, 1983 with a face value of Sl.,OQO.OO 
each with the series numbers being: AA-089 

for a total face value of SlO,OOO.OO. 

,\,\-090 
M-091 
M-092 
,\A-093 
AA-094 
AA-095 
AA-096 
M-097 
M-098 

Date: ____________ ~ ___ ~_, __ ~ ___ ? __ ~----------

witness: ;!tie~: ~ ~ . .! 

TltU8EFc 24662 
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4800 KINO STit&&T. A~DANOitiA. VIRGINIA aa~oz 

T&~&~HON&. 703/·~ I·ZIOO r. -:.:: :· :-. -~ ·-. ~ ; 
. . . . • ~ I t.: : . ." ! : .' . 

BOND REDEMP'I'!ON AGRm1ml' 

I, Haz'Qld J. Goald, M.D., sell to Jefferson Merrcrial Hcspi-eal 

Corp. for $4500.00, Jefferson Metrm"ial Hospital, Inc. Bonds 

listed :below as of June 30, 1976. 

The bonds being due June 1, 1985 with a face value of $500.00 each 

with the series numbers being: 

' .. 

B - 281 

B - 282 

B- 283 

B - 284 

B - 285 

B - 286 

B - 287 

B - 288 

B - 289 

B - 290 

for a total face value of _$5000.00. 

J.APP. 4157 



JEfffRSOX ~'\E.'\ORIAL HOSPITAL 
••00 fCINQ STREET. A&.CXANORIA. VlltGINIA az202 

TE&.EPMONE: '70~/eSI·ZIOO CONFIDENTIAL 

Bond Redemption Agreement 

I, Samuel Burtoff, M.D., sell to JMH Corporation for $1,000.00 
JMH Inc. Bonds listed below as of June 30, 1976. 
The bonds being due June 1, 1985 with a face value of ssoo~oo 
each wich che series numbers being: ==~:; :~ 

for a cocal face value of $1,000.00. ~ 

TltUiEFc 24706 

• 
·,. .. 
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JEffERSOX ~\E..'\0Rt\L HOSPITAL 
•tOO ICJNCI ST'IICT. AL.UANC.IA. VI'ICIINIA 13303 

1'11.1fiHONI: 703/•:tt.aeoo 

CONF!OENnt 
I • t \ ·-

Bond Redemption Agreement 

I, Samuel Burtoff, M.D., sell to JMH Corporation for $2,000.00 
JMH Inc. Bonds listed below as of June 30, 1976. 
the Bonds being due June 1, 1985 with a face value of $1,000.00 
each with the series numbers being: A-026 

A-027 

for a total face value of $2,000.00. 

• 

TAUiER '24707 

. ,. 
J.APP. 4159 



~-

••oo KINO 8T"IET. AI..UAND .. fA. VI .. CIINIA 12202 

TII..UHONI: 70~/aJ 1•2800 

Bond Redemption Agreement 

I, Leslie t. Peters, M.D., sell to JMH Corporation for $10,000.00 
JMH Inc. Bonds listed below as of June 30, 1976. 
The Bonds being due October 1, 1985 with a face value of $1,000.00 
each with the series numbers being: AA-089 

for a total face value of $10,000.00. 

AA-090 
AA-091 
AA-092 
AA-093 
AA-094 
AA-095 
AA-096 
AA-097 
AA-098 

Date=--------~---~~C~· __ ? __ J __________ __ 

Tt\UBER 24708 
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JEffERSOX .'\E.'\ORL-\L tiOSPITAL 
••00 ICING ST"&IT. AL.&XAND,.IA. VI .. GINIA ZZ~OZ 

TIL.I~MON&: 703/IJ t.zeoo 

Bond Redemption Agreement 

I, Leslie L. Peters, M.D., sell to JMH Corporation for $20,000.00 
JMH Inc. Bonds listed below as of June 30, 1976. 
The Bonds being due on June 1, 1985 with a face value of $1,000.00 
each with the series numbers being: A-032 

for a total face value oe.$20,000.00. 

A-033 
A-034 
A-035 
A-151 
A-152 
A-153 
A-154 
A-155 
A-156 
A-157 
A-158 
A-159 
A-160 
A-161 
A-162'· 
A-163 ~ 
A-164 -
A-165 • 
A-166 

i-._.# ~ ( - ,1'-- •. .:_ C... I 

Date=--------~·· ____ ,_~_:~~---~~,-: ______ __ 

J.APP. 4161 
· .. .. 



J~:fft:RSO~ .. '\E.'\ORI.\L HOSPIT.\L 
•eoo KING STJtCCT. Ar..DANOJtiA. VIRGINIA ZZ~OZ 

nr..a~HCNC: 70~1•~ •-zeoo 

BOND ~D!PI'ICN AGRmerr 

.-~ r,} : :-:,....,... . -
: -. I o ~ :11 • " 

I, Harold J. Goald, M.D., sell to Jefferson Melrcrial Hospital 

Corp. for $4500.00, Jefferson Mencrial Hospital, Inc. Bonds 

listed below as of June 30, 1976. 

The bonds being due June 1, 1985 with a face value of $500.00 each 

with the series nunbers being: 

B.- 281 

B - 282 

B- 283 

B- 28~ 

B - 285 

B- 286 

· B - 287 

8 - 288 

B - 289 

B - 290 

for a total face value of SSOOO. 00. 

• 

'! 
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.IEFFt:nSON t.tll~IORIJ\1. IJOSPIT:\1. ~U:Illl:,\1. 1\llll.DiNC .HliNT VENTlll~E 

• J a nu~1 qr .! , 1 !) i ~ 

Sava Nedelcovych, M.D. 
~ 5622 Columbia Pike 

Falls Church, Virginia 22041 

Dear Doctor Nedelcovych: 

:\t your· request to participate in this venture, you are advised 

th:~.t the undersigned, Dr. L·aszlo N. ·~auber, is in process to erect a 

~bdic~l Office Building in connectio~ with Jefferson Memorial Hospit~l, 

~ 4600 King Street, Alexandria, Virginia. Participation in this joint . ~ 

venture will be under the following conditions: 

1. The name of"this venture will be known as the~efferson 

tcmorial Uospi tal Medical Building Join~ Vent·u·re." 

Z. The purpose will be to develop thc.b~ilding in the best 

profitable manner, as may be determined by Dr. T~ubcr. 

3. Title to the property will be held in the name of the 

Laszlo N. Tauber, M.D., Trustee, for all persons who come into the 

venture. Dr. Taubet will acknowledge the fact ~hat you will be a , 

hencrici:~l owner to the: extent or your (l:lrticitlntint.t lntcre~t, as ., 

Tenant in Common., (Sec Schedule "A") 
. . 

4. This venture will be l.imitcd to this -~)articular project. 

S. Dr. Tauber will be in charge or ~11 construction ~ctivitics, 

lc~sing, mortg~ging ond selling nnd other dealings,· if any. Or. 

- ·ber sh:.~ll have the right to buy :any ectuipmcnt on :1 conditional 

.. Trial Exhibit 
No. 447 • 
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_umcnts in connection with this venture. You \'lill h.av<.: no voice i 11 

the construction or m~nagemcnt as you will be on investor only. 

6. The cost per ;ros~ square r~0t equals SZS.GO (illorc or less, 

to be determined after construction is completed). No cash will be 

required for ownership in the building project at the present time. 

All building costs will be determined at time of complctiAn of the 

building .. 

7. Bank accounts will be opened ~nd maintained in the name or 

ttJefferson t.icmori:1l Hospito 1 t-tcdical Building Joint Venture" £or the 

-~urpose of carrying on the every day business o( th~ venture. Checks 

drawn on said accounts will be signed by Dr. Tauber. It is agreed 
-that he shall not be required to furnish any evidence of his autho~ity 

open such accoun~ or accounts and to withdraw funds ~hercfrom upon 
. 

-·1ecks drawn and executed in the manner ·aforesaid, other than delivery 

to such bank or bonks of an executed or photo~t3tic copy o£ this . . 
letter of agreement. 

8. Dr. Tauber will keep proper records of all construction 

activities in regard to the joint venture and will ob~ain and keep 

properly ~os tecl boo.ks of :accoun·t Tc la t ing to the business of the join~ 

venture. Said ~ccords ancl bQoks of account, as well as any and all 

hnnk :lCCOUI\tS, checks, Ot., a( the joint VCI\tUrC t~ill be. kept :lV:lil• 

able Cor your inspection at ~11 rca~onable times. S~i~ records, books 

or uccount, construction contr:h.:t~, mortga~otc c.:ommitmcnts, etc:., will 

be kept by Dr. T~ubcr L_n his orricc. lie will select a rctlutable 

~crtiric\1 l'uhlic Account::utt to set UJ' (lrOtlcr hooks of account :1nd to 

• 

• 
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the audit reports ~nd t~x returns will be required to be used for each 

individual's share of the income ror l1i~ own individu~l tax return. 

All costs involved shall be ~ joint venture expense. 

9. It is understood th~t Dr. Tauber will be in charge of the 

construction activities and all decisions relating to sucn ~ctivities 
:: 

shall be made by him. 

10. No purchaser of property from Dr. Tauber, nor any lender 

of money upon the sec~rity of any of the join~ venture assets, 

shall be required to sec to this authority to make a covcyance or obtain 

a loan upon the security of the property, or to see to his application 

of any pur.!hase money or money loaned. Each purchaser or lender slulli 

~ entitled to deal with him with respect to said property to nll 

,,tents aa1d purposes. as though he: were the :n:tu:1l oto~ncr thereof • . .. . 
11. tr you ever wish to sell your interest in the venture, 

you must first obtain Dr. T;luber's written aptirova1. The JcffcrSOt\ 

Memorial Host'ital Medical Building Joint Venture, by Dr. Tauber 

shall have ~he first riaht to purchase your inte~cs~ iC you desire 

tO sell by mcctin& ~ny ~OnQ fide offer that you m3y Obt~in from Other 
• 

parties. You 8Ust subait yo~r bona fide offer to Dr. T~ubcr together 

with the relatcdclocumcnts and Dr. Tauber sh:~ll have 15 days in wh.ic:h 

to exercise ~·he right of the joint YC11turc: to ,,urchasc your interc:st. 

lf Or. T:~ubcr ra\ls to exercise the right to buy r.ar the joint venture, 

you shall be rrec to "sell your interest. Any owner who wishes to 

assign his interest will also he required to obt~in Dr. Tauber's 

frittcn ~pproval t'O convc~' hi~ int&.:l·c:st, whi~h appt·oval will not he 

unrc:;l:;on;ably withheld. Yuu ~~1:all h:avc: the.~ ri~ht to h~~tuc.':tth your inlcrc~n 
-

by your will. Ant ~dhscqucnt 0\4ttca·, ho,~evcr ohl:tincd, sh:tll be subject 
~ 

··- • 
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1.!. t\ny n"1jor uct.:ision n~t.:cssary or c.lcsirahtc .in carryin~ out this 

joint venture, and for the tletcranination of which no provision is 

here in made, shall be n1ade by Ur. T~uber. 

13. Your O\<~ncrship interest ~h:sll bc_l,SOS. __ squ:lrc feet of gross 

building area. . .. 
14. The p~rtics agree not to enter into ~ny court action in any 

clispute which may arise at any time and agree that any dispute or 
--

controversy that cannot be amicably ~ct~lc~ will be submitted to 

nrbitration, each party to select and pay Cor one arbitrator, ancl iC 

the arbitT3tors cannot agree, the arbitrators ~re to select ~ third 

~ arbitrator at the cost oC both p~rtics whose decision shall be final •.• 

The parties agree to abide by the decision of the arbitrators. It 

\. 

greed that the rights of the Trustee to act under the agreement shall 

tv c. in any way be :1rfccteu -or mocJiricd cluring· .the :1rbitration .. 

15. In the event of the incapacity of Dr. T~ubor, he shall retnin 

the right to nomin3te successor trustees, and ~~i~ trustees, or the 

successors to them, sbull h~v~ the ri~ht to n~t by ~ m~jority vote as 
. 

Trustee hereunder, with all riahts And powers herein specified by . 

Dr. Tauber. 
• 

SCIIEDUI.II "A'' 

l.,..- YOM'· ••'IIJI·-~ ._..__..,_ 
nttac:hcd plan. i's 2.2256 \· •. _ 

areas und ~rc~ dcsign3te~ on the 

z. Adclition~l Ch:&rJlCS: Cost or the Architc:c:t•s rcc:-Ilnanc:e ch:lriCS, 

~nd tenant work per attmchcd schedule arc to be pai~ by you above the 

~·~ted amount or $25.00 per square root o! the gross ~rc3. 

• 
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lf you agree with the above, please signi(y your acceptance 

by signing this le~ter where you n~mc is indicated below and 

ple~se have your signature witnessed and dated. Af~er this has 

been done, please return thi:; lc~tcr to me forM)" sigt\~t'urc, and a.(tcr 

I have signed ~t, I will return a copy ~o you Cor your files. 

A. Payment of your oblig~tion to be made: 

a. Cash 

(h) Cash plus note 

D. Letter Agreement between .Jefferson ~1cmorial Hospital Join~ 
Venture and Jefferson Memorial Hospit~l Medi~~l Building 
Joint Venture. 

With kind personal regards, and hoping that this will be a highl{ 

•ccessful venture, I am 

ACCErTED AND APPROVED nilS . 
• 

_ __£!_~-4! 

. .. . . . 

Yours very truly, . 

BY: ~ (. /4L, llA 
LA N. 'tAOsUR, A.b. 
Trustee 

I v _.!// -
~~~-------

---~. 1tf.- if._lf._- --. Tli'ru ' 

• 

• 
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JEFFERSON MEMORIAl- HOSPITAl- .JOINT VENTURE 

4500 KING ST'. 

A1.£XANOAIA, VIRGINIA 2230% 

~ov~~ber 21, 1979 

James ~. Scullv, ~.D. 
7712 Greentree-Road 
Bethesda, Maryland 20034 

Dear Doctor Scully: 

Our records indicate that the interest which you hold in the 
Jefferson Memorial Hospital Joint Venture is registered in the following 
name at the address shown: 

James N. Scully, M.D. 
7712 Greentree Road 
Bethesda, Maryland 20034 

If the above registration is incorrect, please enter the correc~ 
name or names and address in which you desire your interest regis~ered. 

tJ 14- 11 e S ~ . S ~ v L L.. ':/, M ,t::>. 
M t'1 e I E -rr A- t'\ . ~ (, ~ L l 'I 
77J'l- G'R..G.e.~=tt&e.... Ro-o-d. 
~ e- 7t .e_ <,. c:l Oooo"' , M 4. ~ o a 3 "+ 

In addition, please verify or enter your correct "Identification 
Number" for the Internal Revenue Service so that your "K-l" can be 
properly filed with the IRS. Our records indicate that your identificati 
number is 577-38-3026 • If this is incorrect, please enter below 
the correct number. IRS I.D. Number · 

I certify that 
as typed or as 

Very truly yours, 

' /U-p;. '· ~ « f,j,_l >t ..J). L~eQ-N. TAUBER, M.D. 
Trustee 

the Reqistration Information as well as my IRS number is 
chanqed in pen and appearinq in this letter is correct. 

('\~ 1;f ~'~ I 'M. ~-
:" .:.,:r:~ER' S S IGNATUR 
~· Trial Exhibit 

No. 451. 
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4000 KING STREET, A&.EXANOIIUA. VIRGINIA ZZ30Z 

TELEPHONE: 703/831·1800 

Samuel Burtoff, M.D. 
916 19th Street, N.W. 
Washington, D.C. 20006 

Dear Doctor Burtoff: 

May 29, 1980 

This is in response to your i~quiry regarding the value of 
Jefferson Memorial Hospital stock in 1976 and how tnat value was 
established. As you know the Hospital stock is not listed with any 
exchange or Brokerage House. · 

The method used as you may recall, was based on rather recent 
sales of two compariable sized hospitals in the Northern Virginia 
area. Circle Terrace with only lOS beds, which is smaller than 
Jefferson Memorial Hospital's 120 beds, wis· sold to the Hospital 
Corporation of America in August of 1972 f~r $4,300,000. If this 
sale price of Circle Terrace had been distributed to Jefferson 
Memorial Hospital Stockholders, the 207,814.'shares would have been 
worth $20.69 per share. Then in January l~7o, Commonwealth Doctors 
Hospital, which is a little· larger than Jeff,rson Memorial Hospital, 
was sold for $7,500,000. If~we applied this sale price to the 207,914, 
Jefferson Memorial Hospital shares, they would'' have been valued at 
$36.09 per share. Thus, it was suggested at the time that a fair 
market price for Jefferson Memorial Hospital stock should be at least 
SlS. 00 and not more than $30.00 pe_r .snare. So to be on the conservative 
side it was agreed that $15.00 per·share would be very reasonable. 

CEL:pc 

TAUBER 24323 

Trial Exhib.;_:: 
No. 453, 
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ciiOCI 1!;11'!'-' ST"ItCT. AU&AH0"1A, YI .. GIN14 11201 

TC~C~MONC; 70~ /e~t-e700 

Samuel Burtoff, M.D. 
916 19th Street, N.W. 
Washinqton, D.C. 20006 

Dear Doctor Burtoff: 

December 7, 1981 

-. 
As you requested last week I am at this time, furnishiriq 

you information on a proposal reqardinq the purchase of Jefferson 
Memorial Hospital's Common Stock which was made a short time 
past, which will f·ar exceed the SlS. 00 per share which you con­
tributed earlier to the Tauber Foundation. 

Should you need additional information, I will be qlad 
to have the hospital's Certified Public Accountant, Mr. David 
Mermelstein, confer with you and provide such data. 

': 
Very truly ypurs, 

# ,. 

!1.!1,~~ aARi1. LNTO: 
Administr.ator -~ 

CEL:pc 

I 

I 

TAU&ER 24322 
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No. 455. 

J.APP.4170 



JEJiii!RSOl( MIMJRIAL HOSPITAL JOIIT V!lrl'tJRE 
· ~6oc K~ng St~ee~ 

Alexa~:~:a, VA 22302 

Dece:be~ :2, :990 

Dear Me~cer of Jefferson Me~rial Hospital Joint Venture: 

In reference to our · lease of the Jefferson Hospital 
properties to Fairfax-- Hospital Corporation ( nFHC"), some 
issues have to be discussed which seem to be .quite urgen~. 
Most of our t:artners are either ~etired or completely 
disinterested in the t'utu:e of our Lease. Iast week there 
vas a detailed article about the Capital Hill Hospital 
ovned by the Washington !!ospital Corporation organization. 
They would like to conver~ it from an acute care hospital 
to one that serves the :h:onically ill. The same could 
happen Vith our hospital as well. I protected our lease 
in one :-espect in that FHC cannot convert any acute bed 
to serve the chronical.ly ill patient unless they do 1 ~ 
proportionately at Fairfax Hospital. The danger in letting 
them do this is that the value of our building will decrease 
considerably when our lease term expires. It is quite 
possible that if ve let t~em convert acute beds, we decrease 
the a=ount of acute beds so much that a nationwide regulation 
could state that any hospital with 70 or 80 beds should 
be closed as an acute hospital. !n that case Fairfax 
Hospital can take the com!'ortable position that they did 
not do anything to hurt us and then ve will have no claim 
against them. 

This is one side of-- the story. The other side is that 
with the low census it ma.<es it almost impossible for them 
to keep the hospital vi th so many unoccupied beds. It 
is a shame that the doctors still practicing and collecting 
large amounts of cashflo·• f:"om the rental property dor.' t 
support the hospital. 

My· suggestion is as follows. Either FHC is willing to 
extend a firm lease by 10 years u:rt~l 2015 and let them 
do whatever they want to do and afte:- 2015 they valk away 
from the contract and we ~ave to realize that the value 
of a nursing hcce is less ~~a~ an acute care hospital. 

Directly and indirectly I ~ave ~~!ed ~o persuade our partners 
to support the hospital 1:::t:-: unfortu..'lately vith no success. 
Read my le~ter careful~· and you v!ll learn that by 
collect:ng ren":al payments and no~ supporting the hosp::. tal 
is jeopa:dizing our surv~va: and you vill receive no re~urn 
at all. 

TAUBER 13962 

Trial Exh:i.bii: 
No. 156. 
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December 12, 1990 
Page 2 

=~!s let~e~ :s ~~:~~e~ ~o you ~:~!y ~o p~even~ a~y c~it!~:s~ 
:':-::.::1 any c'!' :1cu as -:o .,ha~ ·.;e s!'lculd de. : d~:l't. \IS.:l~ 
-:c be :la::ed later 'because ~~ -:~e :a.c:t ~!' y:.ur in~e:-es.o; 
an~ c:.c;erat:on. :hcse dcctc:-s ~~c ~ave re~ired canno~ 
d::. a~y:~i::g to help us. Those .,~~ do net supper~ us, -
'.12.::.-:. -:.o !.n!'orm the:~ that they should take the b!a!ne -:ha-:. 
-:hey deserve. '!'he :zore ve su~pcr~ the survival o~. F::C, 
the ~re ~e support our i~ves~me::.";. 

Sincerely yours, 

·-a,:·~ '~·-..c~ ,- ·.p 

Laszlo N. Tauber, M.D. 

P.S. Please write to me your thoughts about this letter . 

TAUBER 13963 
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~~e.:: ~te:r~a.: Hosc!~a~ .;,•;, 

:fils Ante:ana, M.:>. 
2830 Arizona Avenue, H.W. 
Vashi~on, D.c. 20016 

Beauregard Associates 
3450 N. Beauregard Street, 11 
~lexa~~ria, VA 22302 

Wilfrido Buhain, M.D. 
6300 S~evenson Avenue, NB 
Alexa!:dria, VA 22304 

Bruce J. Burtorr, M.D. 
36l8 N. Albermarle Street 
Arling:on, VA 22207 

Barbara E. Bu."'"totr 
4201 Cathedral Avenue, N.W. 
Suite 6l4 West 
Vashing:on, D.C. 20016 

Constance M. Burtorr 
4701 Willard Avenue, 11425 
Chevy Chase, MD 20815 

Samuel Burtorr Trust 
4200 Massachusetts Avenue 
Apartment 1503 
Washington, D.C. 20016 

Lawrence Clark, M.D. 
4600 Kir:g Street 
Alexar.dr1a, VA ~302 

Michael A. Corrado, M.D. 
Route 5 , Box 620 
Sterling, VA 2217()-o9299 

Chr1s~opher Corrado 
RFD /1!, Box 197 _ 
Sterling, VA 22170 · 

Leslie Corrado 
RFD #l, Box 197 
Sterling, VA 22170 

A'craha:1 A. Coster, DPM 
3541 ~est Braddock Road 
Alexandria, VA 22302 

Ms. CMistin& Csatary 
243 w 70th Street 

": 

Mev York, Mev York 10023 

Laszlo K. Csatary, M.D. 
1913 Windsor Road 
Alexandria, VA 22307 

Michael Davidov, M.D. 
311 ?ark Avenue 
Falls Church, VA 22046 

w. Morgan Delaney, M;D. 
1224 Tudor Place 
Alexandria, VA 22307 

Narendra Desai, M.D. 
34~0 ~or-:.h Beauregard Street 
Al~xandria, VA 22302 

N1cho!as Ellyn, M.D. 
~600 ~1ng Street, 6A 
Alex~~1a, vA 22302 

Oan J. Fer!~:!, ~.J. 
6008 Copley Lane 
McLean, VA 22101 

~~rold J. Goald, M.J. 
~ooo K!ng Street, 5L 
Alexand!ra, VA 22302 

Leslie P. Condor 
3541 W. Braddock Road 
Alexandria, VA 22302 

Carlos M. Hecker, M.D., IRA 
9504 L&ur lin Cour-:. 
Vienna, VA 22180 

Estate of Charles Hufnagel, ··M.D. 
c/o M.F. Curtin, Esquire ... 
1900 M Street, N.W., 1601 . 
Washington, D.C. 20036 : 

Kuhn & Kogan Venture 
c/o Israel Kogan, M.D. 
2405 Eye Street 
Washington, D.C. 20037 

Drs. Won Ro Lee ac4 Kyung Ja Lee 
3450 Beauresare Street 
Alexandria, VA 22302 

Lucio Luccioli, M.D. 
4600 King Stret, 15£ 
Alexandria, VA 22303 

Reginalc1 P. Mcr.nus, M.d. 
5300 Juxon Place 
Springfield., VA 22151 

Sava tfedelcovych, M.D. 
4600 King Street, 5P 
Alexandria, VA 22302 

Kamal O'Kail, M.D. 
4810 Beauregard Street. 1104 
Alexandria, VA 22302 

Leslie L. Peters, M.D. 
551 South Polk Drive 
Sarasota, FL 34236 

Verner Prinz, M.D. 
6240 Lakeviev Drive 
Falls Church, VA 22041 

~tichael Re<ll1ck, M.D. 
4600 King Street, 16R 
Alexanciria, VA 22302 

Mrs • Klari Ru4na1 
5600 Wisconsin Avenue, il005 
Chevy Chase, MD 20815 

R.F. Sappington, Jr., M.D. 
4600 King Street, 14E 
Alexandria, VA 22302 

Walter Scheetz, M.D. 
North Arundel Hospital 
301 Hospital Drive 
Olen Burnie, MD 21061 

James H. ScullY, M.O. 
7712 Oreen~ree R06d 
Bethesda, MD 200~4 

TAUBER 13964 
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·..;::::.a:::'. Spence, !·LJ. 
c·:C: 3'.J.l1:ur. Read 
:e::-:e:-·t:.l.:e, ·:A 22020 

:·!!.: !'-.a.e 1 :·!. ·;:.a::.os ~ :·!. J. 
? . : . 3o:< 236 

2s~a~e of Gecrge W. a~d :~a~ Ware 
!411 rtighland jrive 
Sil~er Spring, MD 20910 

TAUBER ~.3965 
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.t•"•t:•so ... .. , .. o ...... -os••'!'• .. 

LASZLO ~- T .-\.t:BER. ~I.D .. F .... -\..C.S .. F.I.C.S. 

December 8, 1991 

,.,,,c•so~ wc .. o•••" ... os••'~'•L 
4000 o<t .. G 5TIII£[T Su•TE ZC 

.\I.~~X.\:"'IIKI \. \"lKriiSl.\ :::.::10:! 

Re: Reorganization of the Jefferson Memorial 
Hospital Joint Venture 

Dear Investor: 

Fairfax Hospital System ( "FHS") approached me several weeks aqo 
to buy out their present contract due to the fact that the 
extremely low census at Jefferson Hospital creates for them an 
annual loss of approximately $1,500,000. 

FHS recently purchased a "repossessed" office buildinq several 
blocks from Fairfax Hospital which they will use for t~eir 
headquarters. They paid $12,700,000. for the buildinq. I told 
them that I would consider a swap whereby we would own the 
headquarters buildinq. with a firm lease based on the present 

-lease at Jefferson. Hawever, the lease would be extended to 25 
or 30 years. The present Jefferson lease will expire in 
November, 2005. The new lease would expire either in 2016 or 
2021. They said that they would discuss this option with the 
consultinq qroup that advises them on such issues and they would 
let me know by the end of the year. If the swap cannot be 
accomplished, the lease stays as is with the uncertainty of how 
long FHS can keep the buildinq open as an acute care hospital. 

FHS did not fulfill our expectation that the overflow patients 
from Fairfax Hospital would be transferred to Jefferson. This is 
only one part of the problem. Many of the doctors who have a 
financial interest in the Hospital either den' t support the 

'Hospital at all or not enouqh. I have made many attempts to 
advise the investors of the future problems we woulci face but 
with no positive action. I have no intention of explaining to 
the investors still in practice that to secure their invest~en~ 
they must support Jefferson. 

At the time we built the Hospital we had no office building but 
in 1979 we extended our plant by erecting an office buildinq a~d 
an extension to the Hospital (North Winq). The oriqinal owners 
of the offices invested money in expectation that their office 
would be adjacent to an acute care hospital. If FHS discontinues 
the use of the Hospital as an acute care facility, the value of 
the office will decrease considerably. The followinq plan 'Jas 
introduced to many of the partners and approximately 90% 
ownership have approved it. 

TAUBER 10444 
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The oriqinal Group A (Hospital) and Group D (4th Floor) cartners 
will be called Group A in the new venture. Those members are as 
follows with their correspondinq percentaqe interest in the ne~ 
Group A. The percentaqe interest in the new venture ~as 
calculated by taking the partners current annual inco~e 
1,375,000 =new percentaqe interest. 

Partner 

Tauber, Laszlo 
Tauber Foundation 
Tauber, Inc;rid 
Tauber, Alfred 
oavidov, Michael 
Rollins, Samuel 
Peters, Leslie 
Peters, Leslie IRA 
Sappinqton, R.F. 
Burtoff Trust, samuel 
Goalc::i, Harold 
Nedelcovych 
Gonc::ior, Leslie 
Corrado, Michael 
Corrado, Leslie 
Corrado, Christopher 
Burtoff, Bruce 
aurtoff, Barbara 
eurtoff, Constance 
Vlahos, Michael 
Vlahos, Michael Pen. 
Scully, James 
McManus, Rec;inald 
csatary, Laszlo 
csatary, Christina 
Feriozi, Dan 

'Coster, A.A. 
Prinz, Werner 
Buhain, Wilfrido 
Hufnagel, Estate of Charles 
Kuhn & Kogan Venture 
Rudnai, Klari 
Delaney, w. Morgan 
Desai, Narendra 
Scheetz, Walter 

Percentaqe Interest· · 
in the new venture 

15.82 
9.31 
1.46 
1.46 
3.19 
5.41 
2.73 
7.27 
3.84 
8.87 
0.25 
0.20 
7.95 
2.65 
3.53 
3.53 
0.87 
0.87 
0.87 
1.63 
3.63 
4.50 
2.70 
1.53 
0.47 
1.46 
0.73 
0.73 
0.64 
0.563 
0.50 
0.68 
0.082 
0.032 
0.043 

Total 100.000 

TAUBER 104 45 
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In order to compensate the owners of the offices, the doctors who are 
listed as owners of office spaces in the Medical Office Buildinq as 0 # 

September, 1979, will consolidate their holdinqs into the new venture. 
Their interest in the former venture will be converted into a total 0 ~ 
14. 6% interest in the new venture. These partners will be kr.o· •. ;n a; 
Group E partners. They will not have ownership of the off ice, bu-= the·: 
will lease it. • 

The conversion is based on a value of $100 per net s~are foot. The 
total square footaqe is 26,563 x $100 a $2,656,300 total value which is 
converted into 14.6% of the new venture. Therefore~ the followinq 
partners will own 14. 6% of the lOOt of the new partnership. '!he 
formula for calculatinq the percentage of square footage owned by each 
individual is the net square footage + 26,563 (total square footaqe) = 
percentaqa of square footage in buildinq. $2,556,300 represents 14.6t 
of the venture. The available cash to be distributed is $1,610,066 per 
year which is equal -to $16, 100. 66 per 1t. The former office owners 
will receive $235,069.64 total per year. The distribution ~ill be 
calculated $235, 069. 64 x individual partnership interest =- amount of 
individual annual distribution. 

Net office ' of total ' int. in Return= % int 
Partner Square feet sq. footage new venture X $1.610.066. 

·Tauber, Laszlo 5,977 22.50 3.285 $ 52,890.67 
Tauber Foundation 4,540 11.09 2.495 40,171.15 
cavidov, Michael 2,000 7.53 1.099 "17,694.63 
Peters, IRA Leslie 2,270 8.55 1.248 20,093.62 
Sappinqton, R.F. 6,218 23.41 3.418 55,032.06 
Burtoff, samuel 2,185 8.23 1.202 19,352.99 
Goald, Harold 1,193 4.49 0.656 10,562.03 
Nedelcovych 1,180 4.44 0.648 10,433.23 
Antezana 1.000 3.76 2-:i~i 8,839.,6 

Total 26,563 100.00 14.600 $235,069.64 

symmAa 

The oriqinal Group A partners owned lOOt of Group A (Hospital). They 
will own 85.4t of the new consolidated partnership plus 26,563 square 
feet of ottice space, plus 3,573 square feet of offic~ space already 
owned plus 13 already owned Lakeside Pla~a Condominium units and the 
land 'and qround lease. The Freedman, Lee and Desai Buildinq stands 
alone and will therefore, remain separate from JMHJV. Only the land 
under the building will be leased for $1.00 per year for 99 years· 
Group A ownes part of this buildinq related to parki~q (the total 
parking in the buildinq minus those parking spaces ass1.qned to Drs· 
Freed22man, Lee and Desai). 
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In ~rder to clarify the actual distribution, please note the followi~q 
example: 

If a partner owned lOt in the original Group A, he will receive 
8. 54% interest in the new partnership which is 8. 54% of ~~e 
distribution. There is no change in the cash flow since 10% =f 
$1,375,000 (old distribution) is equal to $137,500 ~hich is ~::.e 
same as 8.54t of $1,610,066 (new distribution) which is $137,500. 

The income from the newly acquired off ices is equal to S 2 6 5 , 6 J o 
per year.. The distribution from this amount will be 1 i::ti ted '::J 
the oriqinal members of Group A and will be made at the end of the 
year. Therefore, this partner will receive lOt of the $265,630 = 
$26,563 per year as additional income. Before this additional 
income is distributed, the nec;ative cash flow created by the 13 
Lakeside condominiums will be deducted. Therefore, if the 
neqative cash flow for __ Lakeside is $150, ooa for the year, this 
partner is responsible for 10' which is $15, ooo. This partner 
will receive $26,563 - $15,000 • $11,563. 

The annual net income is $1,610,066.00 until the year 2002 at which 
time it will increase to $2,125,000 per year plus sot cost of livinq 
index. The fixed annual expenses are $114,785.60 (Schedule A) which 
leaves a total of $1,635, ooo. These oric;inal Group A partners will 
receive their new percentars~. _interest x $16, 100. 66 per 1% per year. 

Partner 

Tauber, Laszlo 
Tauber Foundation 
Tauber, Ingrid 
Tauber, Alfred 
·oavidov, Michael 
Rollins, Samuel 
Peters, LP.slie 
Sappinqton, R.F. 
Burtoff, Samuel 
Goalc:t, Harold 
Neclelcovych 
Gonaor, Leslie 
Corrado, Michael 
corraao, Leslie 
corraao, Christopher 
Burtoff, Bruce 
Burtoff, Barbara 
Burtoff, Constance 
Vlahos, Michael 
Vlahos, Michael Pen. 
scuily, James 
McManus, Reginald 
Csatary, Laszlo 
Feriozi, Dan 

. () 

Percentage Interest 
in the new venture 

13.501 
7.951 
1.243 
1.243 
2.729 
4.620 
8.542 
3.280 
7.574 
0.214 
0.175 
6.793 
2.261 
3.020 
3.020 
0.743 
0.743 
0.743 
1. 391 
3.101 
3.844 
2.299 
1. 709 
1.243 

Return = % 
int. x $16.100.66 

$ 217,375.01 
128,016.35 

20,013.12 
20,013.12 
43,938.70 
74,385.05 

137,531.84 
52,810.16 

121,946.40 
3,445.54 
2,817.62 

109,371.78 
36,403.59 
48,623.99 
48,623.99 
11,962.79 
11,962.79 
11,962.79 
22,396.02 
49,928.15 
61,890.94 
37,015.42 
27,516.03 
20,013.12 
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Coster, A.A. 0.622 10,014.61 
Prinz, Werner 0.622 10,014.61 
Buhain, Wilfric!o 0.544 8,758.76 
Hufnaqel, Estate of Charles 0.482 7,760.52 
Kuhn & Koqan Venture 0.428 6,891.08 
Rudnai, Klari 0.580 9,338.38 
Delaney, w. Morqan 0.072 1,159.25 
Desai, Narendra 0.030 483.02 
Scheetz, Walter OcQ~I 6}.;L.§J 

Total 85.400 ' $1., 374,996.37 

At.this point Group A will own the offices and is leasinq them back to 
the former owner net, net, net at $10 per square foot. The Lessee 
(former owner) will be responsible for taxes,.utilities, cleaninq and 
insurance. The units must ~e leasecl back as lone; as the Hospital 
remains an acute care facility. The Lessees will pay a total of 
$265,630 per year to the venture which will be distributed to the 
former Group A partners. The 13 Lakeside Plaza· Condominiums will be 
the responsibility of the Group A partners which they can either ke~p 
or sell. 

Anyone who wishes to sell his share, the price is offered $127,000 per 
lt. 

-... 
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Schedule A 

Fixed JMH3V obliqations per month: 

Dr. Freedman (manaqement physical plant) 
Dr. Peters (office rent) 
Dr. sappinqton (office rent) 
Or. Tauber (rent) 
Tauber Foundation (rent auditorium) 
Robin Peters 
Mr. Mermelstein 
Parkinq 

$1,000.00 
885.72 

1,341.50 
1,673.00 
1,233.33 

389.75 
600.00 
400.00 

The respective owners of the Peters, Sappinqton and Tauber units pay 
the proportionate share of the taxes, insurance, utilities and 
cleaninq. The Tauber Foundation does not pay any of these items. 

Additionally JMHJV has the followinq fixed annual expenses: 

Dr. Gonder (qround rent) 
Insurance 
Thorpe Richards (corporate fee) 
mise. office supplies 
Hopkins (qround rent) 

$20,000.00 
1,200.00 

400.00 
500.00 

2,406.00 

The total fixed annual obliqations of JMHJV $114,785.60 

Note: JMHJV owes the Tauber Foundation $1,233.33 per month which is 
$14, soo per year since the beqinninq of the Lease. As of December, 
1991, the 6 1/2 years back rent totals $96,200 at lOt interest, not 
compounded ($26,640) for a total of $122,840.00. 
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~-ease :es.a :.c.:..s .e~:e:- :3.:::.:~~-•.~t. ~= .. j-:>~ =-~-=-=· 
please i~i~~al ea:h ;a~e, s~~ ~te :as~ page 
and ~e:urn ~he orig!~~l ~o ~r. Laszlo Y. Taube~, ~.J., 
4600 Ki~g S~reet, Suite 2C, Alexandria, VA 22302. 

Dear Members: 

jmhl:3ll.me2 

We siqned a binding agreement with Inova to transfer our Group A 
and 0 interest in the Hospital Building and to lease and sublease 
our land to them and to take possession of their headquarters 
building at Cambridge Court (land & building). ·we do not intend to 
dissolve the JMHJV. The surviving Joint Venture will have the same 
assets and obligations that the Joint Venture had except for the 
Group A & D interest in the Hospital Building. 

The new fixed income of JMHJV will be: 

from Inova $ 75,000.00 
e,7&o.oo 

22.531.44 
$ 106,291.44 

parking from Inova ($730 per month x 12) 
Pharmacy Income ($1,877.62 per month x 12) 
Total income 

The new fixed expenses of JMHJV will be: 

owner 

Dr. Tauber (Physical Therapy, 2L) 
The Tauber Foundation (auditorium, 2E) 
The Tauber Foundation (partial Suite 4J) 
Dr. Sappington (Dr. Linde's office, 6P) 
Dr. Peters (Pharmacy, 4C)* 
Dr. Gonder (Ground lease, $20,000/12) 

Total monthly expenses 

Net 
sq. ft. 

1564 
1480 

291.57 
1026 

623 

Monthly Rent 

$1,564.00 
$1,480.00 
$ 291.57 
$1,026.00 
$ 987.67 
$1,666.67 

$7,015.91 

* If and when the Pharmacy discontinues paying the Joint Venture, 
Dr. Peter's distribution for Suite 4C will be discontinued. 

Therefore, the annual expenses will be $7,015.91 x 12 = $84,190.92. 

total annual income 
Less total annual expenses 
total annual net income 

$106,291.44 
(.84.190.92) 
$ 22,100.52 

Expenses for the condominium conversion will be approximately 
$45,000 which-is broken down as follows: 

legal fees 
engineering fees 

$ 6,000 
36,980 

The condominium owners will shares these expenses as allocated by 
their gross square footage owned. 
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King Street Office Building 67,265 gross square feet Beaureqard Office Buildinq 9,250 gross square feet Beaureqard qaraqe 9,250 gross square feet 
13,944 - 13,443 c SOl qross square feet 

Total 86,266 q~oss square feet 

Therefore, the expense will be $45, ooo divided by 86,266 qross 
square feet which equals a cost of 52 cents per square foot • 

.. 
The Joint Venture will be responsible for expenses related to 
26,344 gross square feet which is calculated as follows: 

Kinq street Office Building, 3rd Floor 
Garage at Beauregard Building 
suite 4G, Dr. Peters 
Suite 4J, Dr. 8mall 
Total JMHJV obligation 

13,944 
9,250 
1,269 
1.881 

26,344 

The expense for the Joint Venture will be 26,344 X .52 cents per 
gross square foot • $13,698.88. Therefore, the difference between 
$45,000 - $13,698.88 will be allocated to the condominium owners 
according to the gross square footaqe they own. 

In the original lease with Inova, they will lease the land under 
the Hospital from the condominium reqime for $1 per year, net, net, 
net. Inova is responsible for all taxes, insurance and repairs on 
the land. T.be building has to be insured for liability and fire 
extended coverage. The premium will be distributed to the 
condominium owners proportionately. once the condominium reqime is 
in place, each owner will have the right to mortqaqe their 
condominium unit with only one restriction. The Joint Venture has 
the right of first refusal to purchase any units for sale. 
Further, certain restrictions limiting the use of the condominium 
will be enforced by the condominium reqime. Presently, only 
medical related offices can occupy the building. 

The Joint Venture still holds the mortgage on two Lakeside Plaza 
condominiums owned by Dr. Feriozi·and Dr. McManus. A third unit 
was recently sold to Dr. Corrado and the mortgage is held by an 
outside lender. This unit .. is no longer a Joint Venture 
responsibility. 

Those members who currently own Group A and D will incur certain 
legal expenses and recordation fees related to the transfer of the 
building. Since no mortqaqe will be placed on the new buildinq, no 
mortgage recordation tax will be included. 

Paqe 2 of 4 
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From now on, The Tauber Foundation for the auditorium, JMHJV'Group 
A for Dr. Koqan•s office, Dr. Sappinqton for or. Linde's office and 
or. Tauber for Physical Therapy will have net, net leases. All 
taxes, insurance, cleaninq, utilities and repairs will be paid by 
the venture and Inova. The uniform price will be $12 per square 
foot for everyone. 

The Tauber Foundation has aqreed to accept 3.25% Group D interest 
from Jefferson Memorial Hospital Joint Venture Group A. (3.2St 
Group D x 0.27t • 0.877St in the entire venture). Therefore, 
0.8775' x $127,000 • $111,442.50 which is the purchase price. 

The venture owes The Tauber 
the auditorium. Therefore, 

$1,480/month x 12 · 
Venture owes T.F. 

Foundation $122,840 
$ 122,840.00 
( 111,442.50) 
$ 11,397 •. so 

17,760.00 
$ 29,157.50 

i~ back rent for 

In lieu of this $29, 157. 50, The Tau):)er Foundation will buy suite 4J 
• 0.19835' ownership and will receive $291.57 per mon~. from the 
Venture. 

Therefore, bec;inninc; January 1,1993, The Tauber ··Foundation will 
receive the followinc; per month: 

Auditorium 
Suite 4J 
Total 

$ 1,480.00 
291.57 

$ 1,771.57 

The manaqement and supervision of the condominium will be handled 
by Dr. Irwin s. Freedman for compensation of $1,000 per month to be 
paid by the conc!ominium owners. This will be calculated as 
follows: 

86,266 
( 9,250) 
(13.944) 
63,072 

total gross square feet 
leas Beaureqard qaraqe 
less Xing Street Office Buildinq, 3rd Floor 

$1,000 per month x 12 • $12,000 per year divided by 63,072 qross 
square feet is 19 cents per qross square foot per year. 
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Cambrigqa Court Joint yenture 

The annual rent for the Cambridge court Building will be 
$2,050,000. A 3% management fee will be paid to a manaqement 
company selected by me. The partner distribution will be based on 
$19,050 per year per 1% which is $1,587.50 per.month until october 
1, 2002. At this time, the amount will be increased to $28,000 per 
lt which is $2,333.33 per month. If Inova exercises their option, 
each 1' cash ownership will receive $200,000 per lt plus additional 
accumulated income, if any. If Inova does not-. exercise this 
option, the rent will continue at a level at least:~he same amount 
as before until October 1, 2012. 

The venture incurred approximately $410,000 debt in order to buy. 
$1,075,000 in Zero coupon u.s. Treasury Bonds which will be paid 
off from the excess·income in approximately 5 years. Expenses to 
the venture will be legal fees plus transfer taxes_ which I 
anticipate we will borrow and pay off as soon as possible. 

Acknowledged and Agreed: 
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Since we have signed a binding agreement with Inova which is 
irrevocable we can outline the transaction in more detail. We had 
a binding aqreement to lease the hospital as an acute care facility 
until October 1, 2005. However, due to the fact that our census 
dropped down to 10-lSt I had the constant fear that Richmond might 
revoke the Certificate of Need for the acute care hospital and 
certainly Inova would. welcome this because they would see their way 
to qet out of the lease agreement. Naturally we would be able to 
protest this in court but certainly we do not want to put ourselves 
in that position. Therefore, -sellinq the Hospital was the only 
answer.even if we consider that Inova would pay the rental payment 
to October, 2005. We would qet back the buildinq grossly 
depreciated and no license for. an acute care hospital. That chance 
we can not take. I tried to achieve a tax deferred exchanqe 
between the Hospital and Znova headquarters building. Zn my. 
experience with real estate_. transactions, I have learned that you 
cannot be granted anything by the IRS. Whether we will succeed. or 
not I d.on•t know. I am constantly consulting tax lawyers to come 
up with a solution. One of the solutions recommended. would. 
jeopardize our deal with Inova. Let us not forget. Qur prime 
objective is to complete the business transaction and. secondly we 
can achieve a tax d.aferrec:l transaction. This would be an 
aclclitional cenefit to all of us. I just want to reemphasize aqain 
what I related to each member previously that I will try my best 
but I cannot guarantee that the IRS will not alter our approach 
which will result in considerable tax liabilities since our base is 
practically zero. At our meetinq I will cliscuss certain fine 
points for ancl aqainst it. Please read carefully and act 
accordingly in your best interest. 
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CONSTANCE BURTOFF 

SAMUEL BURTOFF TRUST 

BY: 
-------------------T~R~D~S~T~E~E 

CHRISTOPHER CORRADO 

LESLIE CORRADO 

MICHAEL CORRADO I M.D. 

ARTHUR COSTER, DPM, LTD, 
RETIREMENT TRUST 

BY: 
-------------------TR~D~S~T=E::E 

LASZLO CSA~Y, M.D. 

CHRISTINA CSATAR.Y 1 M.D. 

MICHAEL DAVIDOV & ASSOCIATES 
LTD. EMPLOYEE BENEFIT TRUST 

BY=------------------~~~~ TRUSTEE 

MICHAEL DAVIDOV, M.D. 
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STATE OP , 
CITY/COUNTY~-O~F~~----------~----------' to-wit: 

The foregoing instrument was acknowledged before me this 
--- day of , 1992 by SAMIR AZER, ·x.o. 

Notary Public 

My commission expires: 

STATE OF I 
CITY/COUNTY~-O~P~_-_-_-_-_-_-_-_-________ , to-wit: 

The foregoing instrument was acknowledged before me this 
___ day of , 1992 by SAMEER SHAMMAS, M.D. 

Notary Public 

My commi.ssion expires: 

STATE OF I 

CITY/COUHTY~-O~P~:_-.-------~----------' to-wit: 

The foregoing instrument was acknowledged before me this 
____ clay of 1 1992 by WILFRIDO BtJHAIN, M.D. 

Notary Public 

My commission expires: 

STATBO!' $~ 
CITY/COmrrYOP = 1 to-wit: 
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a INOVA HEALTH SYSTE.\1 

. ·. 

Oc~ober 1~, 1392 

Laszlo N. Tauber, Trustee and 
~anaqinq Partner 

Jefferson Memorial Hospital Joint Venture 
~600 Kinq Street 
Suite 2C 
Alexandria, Virginia 22302-9988 

Re: Bindinq Letter Agreement on Jefferson Hospital 

Dear Or. Tauber: 

We have had recent discussions with you in your capacity as 
~anaging General Partner of Jefferson Memorial Hospital Joine 
Venture ("J'MHJV") concerninq the Jefferson Hospital facility as 
it is currently operated and have enqaqed in a lenqthy course of 
neqotiations as to how JMHJV miqht permit such a chanqe. As you 
are aware, a number of issues have arisen which preclude 
currently closinq the discussed transaction which would 
essentially constitute an exchanqe of Cambridqe Court for 
Jefferson Hospital. 

Problems have arisen which preclude a current consumation of 
the discussed transaction. Accordinqly, if you aqree to the 
terms of this bindinq letter aqreement, Inova will consummate and 
close the exchange transaction described herein subject to the 
terms of this letter. The elosinq of the exehanqe transaction 
will occur as soon as you are able to convey the JMHJV Property 
as descri~ herein to Inova, with qood and marketable title, 
free of liens and insurable. If the premium is more than at 
reqular ratea, JMHJV will pay ehe difference. 

As a condition to this aqreement, JMHJV aqrees to any one of 
the followinq four options: 

l. Inova in its absolute discretion and without any 
restriction reqardinq continuing any use of the facility, may 
modify the present use of Jefferson Hospital, and in the event 
such chanqe necessitates any chanqe in the licensure or the 
Certificate of Public Need, yo~ agree that Inova may take any and 
all such necessary action to a·===:n.:nodate those requirements 
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:aszlo N. Tauber 
::c=~er l-l, 1932 
?a;e 2 

~~=:~=i~; Ni:~=~~ l~~i~a::=n a =~=~;e o~ :==~i~a:~~n o: either 
~~e li=sr.se := :he Cer~ifi=a~e, a~d ~~HJV ag=ees ~c~ =~ ~;pose 
:h=se e~~~=~s ~~ any ~ay. 

2. !~u consent ~o allcw ~he operatic~ =f ~he Jef:erson 
Hospi~al facility immediately to be halted. 

3. You consent to a change in use of :he Jeff~rso~ Hosp~:a~ 
facili~y :o any other co~er~ial use consistent wit~ zcni~; a~d 
similar restrictions. 

4. You consent to a sublease of Jefferson Hospital to any 
commercially reasonable subtenant. 

~otwithstandinq anything else contained in this Aqreement, 
the 1985 Jefferson Hospital Lease and side letters shall continue 
in full force and effect until the earlier of the expiration of 
the 1985 Jefferson lease or the consummation of the exchanqe 
transaction except those provisions which by their terms survive 
expiration and except that no provision shall affect or limit in 
any way the four options set forth above. 

For purposes of this letter aqreement the properties defined 
as- the ·· JMHJV Property" anci the .. I nova Property" are more 
particularly described in Attachment c. 

At such time as JMHJV is able to convey to Inova the ~HJV 
Property as aforesaici, the followinq transaction will occur: 

A. Inova shall participate in an exchanqe with JMHJV 
~hereby Inova will take all necessary actions which will result 
in JMHJV acquiring the Inova Property with qood and marketable 
title, free of liens and insurable (and if the premium is more 
than at reqular rates, Inova will pay the difference) and whereby 
JMHJV will take all necessary actions which will result in Inova 
acquiring the JMHJV Property as aforesaid. 

B. JMHJV and Inova shall enter into a lease agreement 
between J.MHJV aa landlord and Inova as tenant for the Inova 
Property for· the ~ar.m and rental and containing the options 
described in Attachment A. 

C. JMHJV and Tauber/Trustee will lease to Inova and Inova 
will lease or sublease from JMHJV and Tauber/Trustee the land 
constituting Alexandria tax map parcels 3.00-2-1, 3.00-2-3, 3.00-
2-4, 3.00-2-S, 3.00-2-6 anci 3.00-2-7, excluding the buildinqs and 
the land underlying the buildings located thereon, for ninety 
nine (99) years on a triple net basis with an annual base rent of 
Sl.OO per year with shared parkinq with others except that Inova 
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Laszlo N. Tauber 
!Jccber 1-t, 1992 
?age 3 

s~al: pay ~~HJV 5750.00 per ~c~:~ ~o ~e~~ cer~ain parking spaces 
~~ :~a 3ea~reqard auildi~g u~~:l Sepee~ber 30, 2005. The 
sut:ease o: J.OC-2-3 shal: exp:re on September 13, 2061. 

u. !nova shall lease from J~HJV and/or Tauber/Truseee and 
J~HJV and Tauber/Trustee shall lease to I~ova Suites 2E, 20, ~J 
and 6? i~ the medical office building at .;sao King S,treet on a 
~riple net basis for S7S,OOO.CO per year until September 30, 
2005. : 

E. Inova shall lease the third floor of the medical office 
building from JMHJV on a triple net basis for $1.00 per year for 
99 years and shall purchase it for Sl.OO at such time as. it is 
created as a separate condominiu~ unit. 

F. JMHJV shall have the option (exercisable within three 
~onths of when Inova exercises its option to purchase the Inova 
?roperty) to purchase the JMHJV Property at the price and terms 
set forth on Attachment a. 

If you are in agreement with the terms of the foregoing 
binding letter agreement and Attachments A through G, we request 
~hat you indicate your agreement by siqninq below. Our 
signatures hereto will irrevocably bind us to all of the terms 
and conditions of this letter agreement and attachments. This 
letter has been delivered to you in duplica~e executed originals. 
Upon execution, please return one completely executed copy to us. 

Witness: 

Witness: 

6a. ... ,J.. Z. 6Ac 
Barent L. Fake 

Very truly yours, 

I nova )iospi tals 
-- / ~ / ~ 
·=:/~[,11 

.By: c. Kichael French 
President 

Inova He~h 
-L) ~ 
r sr- J. ox 

Presiden~ 
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:.aszlo !-1. Tauber 
:c::ber 1-l, ~992 

7~: ~~ds~s~;ned acce?~S a~d a;~ees :~ c~e :erms of ~~e 
~~==g~i~; ~i~~~~g :et:er a;=eeme~~-

'Nit.ness: 

Wit.ness: 

:efferson ~emoria1 Hoipi:a! Join: 
·.;ent.u=e 

3y: 
Laszlo N. Tauber, ~anaqing Pa=t~e= 

and 

Laszlo N. Tauber/Trus~ee 

MMRW :101230 

J.APP.4191 



~· 

. 
7~~ :ease s~all ~e ~~=a ce~i=d of =~~~:v r2Q! yea=s ~i:~ 

~ .... ~= ,·.;), ::.·:e (5) yea:- -.::t.nawai ""'OC''""~s "'"'"::!vide· .... --o•Ja ...... gs 
_,J --·- -- _ _, •• ' ~- - ."""' ••• ':f-'-
~=~::e~ ~=:~=e no la~er ~~an :~eL~e tl2) ~c~~~s p:~~= :~ ~~e 
exp:.:ati~~ ~= :he ini:ial :ar~ ~= :he :ease and each s~bse~~=~~ 
renewal cerm. The lease shall be a triple nee lease ~1:h f~ova 
agreeing to pay J~HJV an initial annual base :ent ::~: 
S2,050,000.00 per annum payable in advance in equal ~cnt~~y 
installments of $170,833.33 (=ounded :o :he nearest··cent) ~~=~=u: 
previous demand therefor, on the first day of each calendar ~o~~~ 
:hrouqh June 30, 2002. Effective July 1, 2002 through Septembe: 
30, 2005, the annual base rent payable in monthly ins~allmen:s in 
advance shall be adjusted annually to (i) S2,000,000.00 per ar.n~~ 
plus {ii) an amount equal to S2,000,000.00 per annum multiplied 
by l/2 of the cumulative ~ercentaqe increase in the cost of 
living as measured by the Consumer Price Index, 1982-4 equals 100 
of the u.s. Department of Labor CPI (U) (Washinq~on o.c., M.D., 
V.A.) from July 1985 to ~arch of the year of the adjustment plus 
S50,000.00. Effective Oc~ober 1, 2005 throuqh September 30, 
2012, the annual base rent shall be $3,000,000.00 per annum 
payable in advance, in equal monthly installments of $250,000.~0 
without previous demand therefore, on the first of each calendar 
month. Effective October 1, 2012, during the balance of the te~ 
of the Inova Property Lease and any extension ~hereof, the annual 
base rent payable in monthly installments in advance shall be 
adjusted annually ~o (i) $3,000,000 per annum plus (ii) an amou~~ 
equal to $3,000,000 per annum multiplied by one-half of the 
cumulative percentage i~crease in the cost of livinq as measured 
by the same CPI from July 2005 to March of the year of the 
adjustment. At all times durinq the term of the Inova Proper~y 
Lease and any extensions thereof, including the option periods 
for both the Inova and JMHJV Properties, Inova shall be 
responsible at its expense (l) for all tenant build-outs, which 
shall conform to the first class office space standards in the 
washinqton, o.c. metropolitan area and (2) keeping both ~he J~JV 
Property and the Inova Property in qood order and shall make all 
repairs and replacements,- structural and nonstructural and shall 
keep all buildinq systems including mechanical, electrical and 
plumbinq in good working order. In addition, Inova shall have 
the right to purchase the Inova Property free and clear of all 
liens and wi~ g~od and marketable title, insurable at reqular 
rates, for $20,000,000 or 50' of the fair market value, whichever 
is qreater, on October 1 of the followinq years: 2005, 2012, 
2017, 2022, 2027 or 2032, provided Inova notifies JMHJV in 
writinq at least twelve (12) months prior to such dates specified 
above. If the parties cannot aqree on the fair market value then 
~he fairmarket value shall be determined as follows: Inova and 
JMHJV shall each hire an ~I appraiser to appraise the Inova 
Property ana if the appraisers are unable to agree between them 
as to the fair market value an~ :heir opinions of the fair market 
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value vary 10~ or less frc~ aa~h ~the~ ~~e~ :he ave~age oE :~e 
to.~o shall be :.he fair ma~ke~ ·:a:~e. : f ::~e :·f'lo appraisers' 
~cinions of ~air market va~~e ~ary f~orn each other ~ere :han :~~' 
:hen :he two aooraisers sha:: =:=k a ~h~r1 aooraiser whose fees 
N:ll be Spli: equally by the ?ar~ieS, and :he.:hird appraiSer 
~ill be asked to decide the fa~: ~arket value whic~ ~ill not be 
lo~er t~a~ :~g lowest ap?raisal ~or higher than the hi;hest 
appraisal. At the request of !nova, for a period of two years 
immediately following Closir.q, J~HJV or Tauber/Tr~st~e shall ~o~ 
record any ~ortqaqe on the !nova property, and the Inova ?roper~y 
Lease shall not be recorded among the land records of Fairfax 
County, Virginia. After said two year period, JMHJv··has the ri.g~~ 
to place a deed of trust on the !nova Property in an amount not 
to exceed $16,000,000 (interest and principal included). 
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7he op~ion price shall ~e :~e g~ea~er of :he ~eal estate tax 
asselsmenc value of che J~HJV o==cer:v ~r :he fair markec value 
of ~he J~HJV properey less the-value ~ttribu:able co any licensed 
=eds therei~. !f ~he parties cannot agree on the fair marke~ 
value then the fair markec value shall be determined as follows: 
Znova and J~HJV shall each hire an ~I appraiser co appraise the 
JMHJV property and if the appraisers are unable to agree between 
them as to the fair market value and their opinions vary either 
!0% or less from each other then the average shall be the fair 
:narket value. If the two appraisers opinions vary from each 
other more than 10' than the two appraisers shall pick a third 
appraiser whose fee shall be split equally between the parties 
and the two appraiser shall be asked to decide the fair market 
value which shall not be lower than the lowest appraisal nor 
higher than the highest appraisal. The parties agree that if 
JMHJV exercises its option to purchase the JMHJV Property then in 
such an event, the land leases and subleases between the parties 
for the land identified by the tax map numbers described herein 
shall be terminated. 
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=~= :he ourccses :> f ::-...:.. 3 ;...;:eemer.-:, ~he Hospital Sui !.ding 
and :~e ~CB T~ira Floor, a~d all appur-:enances, beneficial 
ease~e~-:s rela~inq ~o :he ~;era~ion a~d ~se of :he Hospical 
3ui!=i~; a~= :~e ~OS ~~ird F:=or, including but noe limited to, 
fix~ures, equipment and personal proper~y owned by ~~HJV and 
Tauber/7rustee and used in ~he operation and ownership of the 
Hospital 3uildinq and the ~cs ~hird Floor, and all J~HJV's or 
Tauber/Trustee's materials stored therein, all warranties, 
guaranties, licenses, permits and certificate(s) of.public ~eed, 
bonds, claims and rights, if any, running to or assigned to J~HJV 
and/or Tauber/Trustee in connection with the construction, 
maintenance or operation of the Hospital Building or any 
component thereof, all of J~HJV's and/or Tauber/Trustee's rights, 
~itle and interest in and to any drawings, plans, specifications, 
surveys, manuals and contracts, if any, relating to the 
construction of the Hospital Building, and all certificates of 
operation, use and occupancy of the Hospital Building and the MOB 
Third Floor shall be collectively referred to herein as the 
.. JMHJV Property·• . 

Inova is the owner of certain real property located in 
Fairfax County, Virginia, known as Tax Map No. 49-4-001-288 
("Cambridqe Land"), and is the owner of a multi-story office 
buildinq and parkinq structure and all other improvements erected 
thereon known by street address as 8110 Gatehouse Road, Falls 
Church, Virqinia, having Tax ~ap No. 49-4-001-288 (··cambridge 
Sui ldinq" ) . 

For the purpose of this Agreement, the Cambridge Land, the 
Cambridge Building, all related improvements, appurtenances, 
beneficial easements and riqhts of way over the Cambridqe Land 
and the adjacent land, rights in adjacent alleys and streets, 
fixtures, equipment and personal property used in the operation 
and ownership of the Cambridge Building and related improvements 
including without limitation, all Inova's materials stored in the 
Cambridge Building and in or on the C•mbriaqe Land, all 
warrantiea, guaranties, bonds, claims and rights runninq to or 
assigned to Inova in connection with the construction, 
maintenance or operation of the Cambridge Building and any 
componen~ thereof and any related improvement, all of Inova's 
rights, title and-interest in and to any drawings, plans, 
specifications, surveys, manuals and contracts relating to the 
construction of the Cambridge Building and all related 
improvements, and all certificates of operation, use and 
occupancy of the Cambridqe Buildinq and all relatea improvements 
shall be collectively referred to herein as the "Inova Property". 
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7~e par~ies aqr9e ~~a~ ~~~~~~ 30 =ays :oll~winq the da~e ~f 
~~is agreement tha~ rno~a shal~ exec~te a deed =onveyinq the 
rr.=va ?r~perey to J~HJV, and J~HJV shall execute a deed co~~eyi~q 
t~e :~H~~ ?roperey ~o !nova, and the par~ies shall del~ver said 
deeds ~~ ~eal Title Ccmpany t~ ~e held i~ esc:ow pending the 
clearing of ti~le to the J~HJV ?roperty. 
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?arki~g o~ :~e gr~und l~ased by :~ova f::m :~H:v or 
7a~ter,T:~s:ee shall be in acco:~ance ~ich :he Ci~y of Alexandria 
z:~i~g !a~s, and said parking shall be shared or coopera:~~e, 
:~a~ is par~l~; shall not be assig~ed. r~ova shall be en~:~:~d 
:o =~arge for :he parking at ra:es which are normal in :~e area 
and !nova shall be entitled co all income arising theref:~~ 
except :hat each tenant or owner in the ~edical Office Buildi~g 
or Beauregard Building shall be entitled without charge :o ~se 
one parking space per owner or ':enant. At all times ··during :he 
ground lease, !nova shall be responsible at its sole.expense :or 
all taxes, insurance, repairs and replacements. 
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~-:.:.::-inq t.r.e ~e rm - ~ :!'-.a ;::= ~:-:d · ~ease ::-!:!.:v and :-a uber i Tr:.1s :se 
sha:l c=o~e::-a:e ~i~h :no~a ~~ =~:ai~~~q special use permi:s fo:: 
:~e hospi:al b~ildinq and ~~i~j :loor cf ~he ~edical Cffi=e 
a~~:ji~g as l~~g as ~he p=~posed use ~ill ~o~ =esul: i~ :~e ~oss 
of :he presenc commerc~al z=ni~g on ~he ground. 
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This Agreemenc may =e assi;n:d, i~ Nhole or ~n par~, by any 
party heret.o. 

All ~erms, conditions, agreemen~s and obligations hereunder 
shall be binding upon and inure ~o the benefit of the par~ies 
heret.o and their respect.ive legal representatives, successors and 
assigns. 
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EXTENSION AGREE~~NT 

THIS EXTENSION AGREEMENT is made this 13th day of November, 
1992 by and beeween INOVA HOSPITALS and INOVA HEALTH SYSTEM 
(colleceively "hereinafter ··rnova"), JEFFERSON MEMORIAL HOSPITAL 
JOINT VENTURE (hereinafter JMHJV"}, and LASZLO N. TAUBER, TRUSTEE 
as Trustee for JMHJV ( hereinafeer ··Tauber, Trustee'"). 

WHEREAS, the par~ies entered into a Bindinq Le~~er Agreement 
dated October 14, 1992 and wish to extend the deadline for 
delivering deeds to escrow and clarify certain provisions of the 
Agreement among them; 

NOW THEREFORE, in consideration of the sum of $10.00 paid each 
to the other and other valuable consideration the parties do hereby 
agree as follows: 

1. Attachment 0 to the Bindinq Latter Agreement between 
the par~ies dated October 14, 19 9 2, is hereby amended in its 
en~ire~y and replaced with the following lanquaqea 

ATT.ACHMENT 0 

On or before DecemD8r 18, 1992, JMHJV shall execute a deed 
conveying the Jefferson Hospital Building portion of the JMHJV 
Property to Inova, and shall deliver said deed to Real Title 
Company to be held in escrow pending the cleazing of title to the 
JMHJV Property. Within five (5) busine•• day• following delivery 
of the Jefferson Hospital Building Deed to Real 'l'itle Company; 
Inova shall execute a deed conveying the Inova Prope~ty to JMHJV 
and shall deliver said deed to Real Title Company to be held in 
escrow pending clearing_ of the title to the JJIILlV Property. 
Closing shall occur p~omptly following the date on which the JMHJV 
Property title i• cleared and all other document• contemplated by 
the Binding Lett•~ Aqr ... ent have been executed and delivered to 
Real Title Company. Clo•ing will not be contingent on or delayed 
until the thiri floor of the Meclical Office Building become• a 
condominiua. The paztiea acknowledge and a~ that the Medical 
Office Buildint will be made suoject ·to a concloaini,ua regi&e, and 
the deed to the thizd floor of the M8dical Office Building ahall be 
deliveZM to IDOYa by JJIILlV p~oaptly after the date on which the 
condcwtnta. ftC)iM taJce.a effect pu~suant to law. J1CILlV agrees to 
proceed riCh the .creation of the conclomiJU.wa ~egU.. in a diligent 
and expedlt1ou• aanner. 

IK W!!BBSS WBIRBOP the parties have executed thia Extension 
Aqreeaent a• of the date first above written in two counterparts 
each of which shall De considered an original. 

INOVAHO~ ~· 
./ \ ~~ .•" _,.- . I By: ~ ·~ t 

C. Michael French, Preaident 

WI'l'HESSa 
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WITNESS: 

c. Cl-c-e.-~ L.. 

WITNESS: 
I . 

I 

\ . ' . ·' 

WITNESS: 
. i .. 
\ , j I 

' . 

INOVA HEALyil SYST~'/ f 
By: .J 7\t , J_"' ~- . 

J •. Knox Sinql~n, Presidene 

JEFFERSON MEMORIAL HQ~PITAL JOINT 
VENTURE 

By: ,. ,_.-: .:.· · ... 
Laszlo N. Tauber, Mana;inq Partner 

·.r;•,'c. 
, 

• I I 
I • ~r~~. ~--

LASZLO H. TAUBER, TRUSTEE 
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SECOND 
EXTENS:ON AGREEMENT 

THIS SECOND EXTENSION AGREEMENT is made as of this 17th day of 
December 1 1992 by and between INOVA HOSPITALS and INOVA HEALTH 
SYSTEM (collectively "hereinafter "I nova") 1 JEFFERSON MEMORIAL 
HOSPITAL J'OINT VENTURE (hereinafter JMHJV") , and LASZLO N. TAUBER, 
TRUSTEE as Trustee for JMHJV (hereinafter ··Tauber, Trustee·· ) . 

WHEREAS, the parties entered into a Bindinq Letter Aqreement 
dated October 14, 1992, and an Extension Aqreement.dated November 
13, 1992 and now wish to extend the deadline aqain for deliverinq 
deeds to escrow, 

- NOW THEREFORE, in consideration of the sum of $10.00 paid each 
to the other and other valuable consideration the parties do hereby 
agree as follows: 

1. Attachment o to the Binding Letter Agreement between 
the parties dated October 14, 1992, as amendea by the Extension 
Aqreemen~ dated November 13, 1992 is hereby amended as follow~& 

ATTACHMENT D 

On or befora Januazy 29, 1993, JlGIJV shall execute a deed 
conveying the Jefferson Hospital Builc!inq portion of the JMHJV 
Property to Inova, and shall deliver said deed to Real Title 
Company to be held in escrow pending the clearing of title to the 
JMHJV Property. Within five (S) bu•ine•• days followinq delivery 
of the Jefferson Ho•pital Building Deed to Real Title Company, 
Inova shall execute a deed conveyinq the Inova Property to JMHJV or 
its designee and •hall deliver said deed to Real 'l'itla Company to 
be held in ••crow pendinq clearing of the title to the JMHJV 
Property. Clo•ing ahall occuzo promptly. following the date on whi:h 
the JMHJV Property title ia cleared and all other documents 
contemplated by the Bindinq lAtter Agr-nt have been executed and 
delivered to Raal 'r1tle Company. Cloainq will not be contingent on 
or delayed until tb8 third floor.of the -.dical Office Building 
beccae• a c:oaerfcwtnf.ua. The part.iea aclmovleclge an~ agree that the 
Medical Offlc:e Building will be ua aubjec:t to a condominium 
reqU., ad ~ deecl to the third floor of the Medical Office 
Buildiag •ball be delivered to Inova by JKBJV p~tly after the 
date oa vbiah the condoainium reqime take• effect purauant to law. 
JMHJV ·~-·to p~eed with the creation of the condominiwa regime 
in a diligent and expeditious manner. 

2. The Binding Letter Agr .... nt dated October 14, 1992 
as amended by the Bxtenaion Agreement dated November 13, 1992 as 
further amended by this Second Extenaion Aqr .... nt remain• in full 
force and effect and is ratified and confir-med by the parties. 
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IN WITNESS WHEREOF the oarties have execut.ed this Second 
Extension Aqreement as of the dat.e first. a.bove written in two 
counterparts each of which shall be considered an oriqinal. 

WITNESS: 

-· /C ,C.Q 

WITNESS: 

t!Ja...· cz .L il(. ~ 

WITNESS: 
- { ~-· . ...... ·.·· '"-' ·.t.:., ' 

!~OVA H9SP~T~S. ~1 _..,. 
~ L'\ ,_ . \.c::; By: ~ ,.·-~ 

c. Michael French, President 

JEFFERSON MEMORIAL HOSPITAL JOINT 
VEN'l'URE 

-, 
By

• . .. ,._ I ~ I,.,(.· I. ,.. 

• ........ ,.: -c. ._ . •c "'' •. :.--... 
Laszlo N. Tauber, Managing Paz:Uler 

LASZLO H. TAUBER, TRUSTEE 
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V I R G I B I A: 

IB TBB CIRCUIT COURT POR THB CITY OP ALBXAHDRIA 

IHOVA HEALTH SYSTBK HOSPITALS, 
et al., 

Petitioners, 

v. 

THB JBPPBRSOH MEMORIAL HOSPITAL 
JOIJIT VDITURB, 
et al., 

Defendants. 

} 
) 
) 
) 
) 
) 
) 
) 
) 
) 

SBTTLBMBHT AGRB~ 

At Lav No. CL 930607 

This Settlement Agreement ("Settlement. Agreement") is made on 

July 11, 1994 by and between INOVA HEALTH SYSTEM FOUNDATION and 

INOVA HEALTH SYSTEM HOSPITALS (collectively, "Inova") and LASZLO N. 

TAUBER, TRUSTEE and JEFFERSON MEMORIAL HOSPITAL JOINT VENTURE 

(collectively, "JMHJV"). 

WHEREAS, the parties are litigants in a declaratory judqment 

action pending in the Circuit Court for the City of Alexandria, 

Virginia styled Inova Health SvstemBospitals. et al., Petitioners 

v. Jefferson Memorial Hospital Joint Venture et al., Defendants, 

Law No. CL930607, and 

WHEREAS, the parties have agreed to settle the pending 

litigation on the terms se~ forth herein. 

NOW THEREFORE, in consideration of the mutual promises and 

covenants herein contained and other good and valuable 

consideration, the sufficiency of which is acknowledged and agreed 

to, the parties agree as follows: 

1. on the first day of each month, commencing on August 1, 

1994, through June 1, 2002, Inova will pay to JMHJV the sum of One 

1 Trial Exhibit 
No. 514. 
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Hundred Seventy-Seven Thousand Eighty-Three and 33/100 Dollars 

($177,083.33). On the first day of each month, commencing on July 

1, 2002, through se~tember 1, 2005, Inova will pay to JMHJV the sum 

of Two Hundred Thirteen Thousand Five-Hundred Forty-one and 67/100 

Dollars {$213,541.67). The foregoing payments shall be made by 

Inova without set-off, notice, demand or otherwise and-a failure to 

pay any of the said monthly sums on a timely basis shall constitute 

a breach sufficient to permit JMHJV, at JMHJV's option, to 

accelerate all future payments due on account thereof, provided 

however, that upon any alleged default, JMHJV shall giye thirty 

(30) days' written .~otice to Inova and the opportunity to cure. the 

alleged default before accelerating payments hereunder. Inova 

· shall be entitled to cure a default by payment of the monthly 

payment due, plus five percent {5%) penalty, within said thirty 

. (30) day period after rec~ipt of written notice. Acceptance by 

JMHJV of any of the foregoing payments following the due date shall 

not constitute a waiver by JMHJV of its right to demand timely 

payment at any time thereafter.. The payments pursuant to this 

paragraph shall be assignable by JMHJV by written notice to Inova. 

2. The payments referred to in Paragraph 1 shall be secured 

by an irrevocable letter of credit from a commercial bank in the 

amount set forth below, reasonably acceptable to the p~r1;ies, which 

letter of credit shall be renewed annually by the issuing 

institution through october 31, 2005; provided however, that should 

the issuing institution be unable to provide renewal through such 

term, then the letter of credit shall not expire without the issuer 

having given JMHJV at least thirty (JO) days prior written notice 

and such failure to renew shall constitute a default permitting 
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JMHJV to present the letter of credit for payment thereunder. In 

lieu of a letter of credit, at the option of Inova, Inova may place 

cash or United States Treasury Securities ("Substitute to Letter of 

Credit") of an equal amount with an independent escrow agent or 

trustee as security for the payments required by Paragraph 1. 

During the period of August 1, 1994 through June 30., 2002, the 

amo~nt of'the letter of credit or Substitute to Letter of credit 

shall be Two Million One Hundred Twenty-Five Thousand Dollars 

($2,125,000.00) and during 1;he period of July 1, 2002 through 

October 31, 2005, the amount of the letter of credit or Substitute 

to Letter of Credit shall be Two Million Five Hundred Sixty-Two 

Thousand Five Hundred Dollars ($2,562,500.00). Subject to the 

notice required in Paragraph 1 hereof, the only condition precedent 

for presentation of the letter of credit or demand upon the escrow 

aqent or trustee for the substitute to Letter of Credit by JMHJV 

and payment thereunder by the issuing institution, escrow agent or 

trustee shall be a certificate presented by a representative of 

JMHJV stating that a default shall have occurred under payment 

hereunder. The calling of ~he letter of credit or demand for the 

Substitute to Letter of Credit shall be applied to payments 

currently due and shall not constitute a default entitling JMHJV to 

accelerate all future payments provided the letter of credit is 

replaced for the next succeeding year. Inova shall pay all costs, 

if any, associated with maintenance of the escrow facility or 

trustee. The interests of JMHJV in the letter of credit or 
--

Substitute to Letter of credit hereunder shall be assignable by 

JMHJV by written notice to Inova and the institution issuing the 

letters of credit or to the trustee or escrow aqent (as applicable)" 
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3. On october 1, 2005, Inova will pay to JMHJV the sum of Ten 

Million Dollars ($10,000,000.00), without set-off, notice, demand 

or otherwise. The said Ten Million Dollar ( $10, ooo, ooo. oo) 

obligation of Inova to JMHJV shall be secured by a deed of trust 

and security agreement in a commercially-acceptable form commonly 

in use in Northern Virginia recorded as a first lien priority among 

the land and financing records of !nova's improved real property 

known as "Cambridge Court" having a post office address of 8110 

Gatehouse Road, Falls Church, Virginia 22042 ("Cambridge Court"). 

The Ten Million Dollar ($10,ooo,ooo.oo) payment by Inova to JMHJV 

and JMHJV's interest in the deed of trust and security agreement 

pursuant to this paragraph shall be assignable by JMHJV by written 

notice to Inova. Inova shall use its best efforts to obtain from 

all -current ten~nts at Cambridge Court customarily-acceptable 

subordination agreements subject to provisions of appropriate non­

disturbance agreements by JMHJV to protect rights of tenants under 

the leases in the event of foreclosure, which agreements shall 

subordinate any rights of the tenants to the lien of the deed of 

trust securing the Ten Million Dollar ($10,ooo,ooo.oo) obligation. 

The deed of trust and security agreement shall provide that it 

shall become immediately due and payable upon transfer of any 

interest in the Cambridge court property, whether the same shall be 

consummated either directly or indirectly, unless Inova shall have 

provided substitute security as set forth below. Inova shall have 

the right, at any time upon prior notice to JMHJV, to release the 

deed of trust and security agreement and, in consideration thereof, 

Inova shall provide to JMHJV substitute security, reasonably 

acceptable to JMHJV, in the rorm of a first lien deed of trust ~n 
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real property of reasonable value, cash or cash equivalent or a 

letter of credit. JMJHV shall have the riqht to name the trustees 

under the deed of trust. All costs and fees associated with the 

recordation of the said deed of trust and security aqreement shall 

be borne by Inova. 

4. JMHJV shall make no application for a new .. license or 

certificate of public need ( "COPN") for the Jefferson Hospital 

facility until either the earlier of January 1, 1995 or upon such 

date the Commonwealth of Virginia administrative authorities have 

ruled on Inova•s application to transfer the existinq acute care 

licenses and COPN for Jefferson Hospital. JMHJV shall execute a 

written acknowledgment, not later than July 15, 1994, addressed ~o 

the appropriate State authorities, acknowledging Inova as the owner 

of the existing Jefferson Hospital license and operator of the 

Jefferson Hospital facility since July 1985 and that Inova has the 

riqht.to file an application to relocate or transfer the acute care 

beds, the operating rooms and any other services and certifications 

for equipment authorized by the Virginia Certificate of Public Need 

Proqram. JMHJV aqrees to ·take no action, either directly or 

indirectly, to interfere with or oppose these applications. 

s. Inova agrees that JMHJV, its successors and assigns, shall 

have the right on January 1, 1995 or such earlier date as set forth 

in Paraqraph 4,·to ·apply for any COPN or license to operate at 

Jefferson Hospital any type .o(_ medical or surqical facility, 

including, but not limited to, acute care, extended care, extended 

acute care, ambulatory, outpatient surgery, nur·sinq home, operatinq 

rooms, emerqency room services or similar medical or surgical 
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facilities. Inova agrees to take no action, either directly or 

indirectly, to interfere with or oppose these applications. 

6. The parties agree to dismiss with prej~dice all claims, 

counterclaims and crossclaims actually raised or which could have 

been raised in the present action, with each party to bear its own 

costs and attorneys fees and expert witness fees. 

7. The parties aqree to dismiss with prejudice'all claims, 

counterclaims and crossclaims actually raised or which could have 

been -raised in the case styled The Jefferson Memorial Hospital 

Joint Venture and Laszlo N. Tauber, Plaintiffs v. Inova Health 

system Hospitals and Inova Health system Foundation. Defendants, 

Civil Action No. 94-811-A, presently pending in the United States 

District Court for the Eastern District of Virginia with each party 

to bear its own costs and attorneys fees and expert witness ~ees. 

8. The parties to the present action shall execute mutual and 

general releases, including but not limited to releasing and 

discharging each party, their agents and employees, assigns, 

successors, and affiliates from all claims, suits or liabilities 

arising in the above captioned ligation or in Civil Action No. 94-

811-A (E.D. va.) or which could have been brought in either case, 

excepting the obligations and claims arising under this Settlement 

Agreement and excepting the current lease between The Tauber 

Foundation, Inc. and Inova and the liabilities of any tenants for 

operating expenses and utilities incurred by Inova. 

9. The lease-executed between the parties for the Jefferson 

Hospital dated July 3, 1985 shall be terminated and the parties 

shall confirm the same in a lease termination agreement, executed 
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in recordable form for recordation among the city of Alexandria-1-

Virginia land records. 

10. The pa:t;"ties hereby confirm that the lease executed 

between Jefferson -Memorial Hospital Corporation (now known as 

Jefferson Corporation of Alexandria) and Health Group of Virginia, 

Inc. dated February 11, 1982 was terminated upon the .execution of 

the July 3, 1985 lease between the parties, which 1985 lease is 

terminated pursuant to the preceding paragraph; a confirmation of 

termination shall be executed in recordable form for recordation 

among the City of Alexandria, Virginia land records. 

11. The Binding Letter Agreement executed by the parties on 

october 14, 1992 shall be terminated. 

12. Inova aqrees to cooperate with JMHJV in all of JMHJV's 

efforts to ensure that title is clear to the real property and 

improvements located at K_inq and Beauregard Streets, Alexandria, 

Virginia. Such cooperation shall include, but not be limited to, 

execution of a quitclaim deed, execution of a consent to quiet 

title and withdrawal of Inova•s pending motion to quash service by 

publication in the equity suit styled The Jefferson Memorial 

Hospital Joint Ventyre and Laszlo N. Tauber. Trustee v. Parties 

Unknown, Circuit Court for the city of Alexandria, Chancery No. CH 

-940618. Inova also aqrees to fully cooperate with JMHJV concerning 

the inquiry made by the Attorney General of Virginia so that such 

matter may be resolved quickly _and expeditiously. I nova further 

agrees to cooperate with JMHJV in all of JMHJV's dealings with any 

and all governmental entities referring or relating to the transfer 

of interests from Jefferson Memorial Hospital, Inc. to Jefferson 

Memorial Hospital Corporation. Nothing contained herein shall be 

7 
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construed to require Inova to enqage in litiqation to clear title 

to the real property and improvements. 

13. The parties agree that the equipment that is currently at 

Jefferson Hospital shall remain thereon and shall remain the sole 

property of JMHJV. 

14. Inova aqrees to pay upon demand and remain liable for the 

expenses of Jefferson Hospital including taxes, insurance and 

utility expenses through and until December 31, 1994. 

15. Subject to approval by the Court, the parties aqree that 

the record in this case shall be sealed by the Court and shall be 

kept confidential and shall not be disclosed to any third parties. 

The parties also agree that the terms of this Set~lement Agreement 

are, and shall remain, confidential. The parties agree not to 

disclose the terms of this Settlement Agreement to third parties. 

In addition, it is agreed that the parties, their respective 

counsel, and their experts will execute appropriate confidentiality 

assurances. The parties further agree that this Settlement 

Aqreement shall be filed under seal with the court and shall be 

kept confidential and not disclosed to any third parties. 

16. The parties agree that the facts developed in this action 

are, and shall remain, confidential. The parties aqree not to 

disclose any facts developed in this litigation to third parties. 

The parties further aqree that they, their counsel, and their 

experts will execute appropriate confidentiality assurances. The 

parties further aqree that, immediately upon the execution of this 

Settlement Agreement, and no later than two (2) days after its 

execution, Inova will return to J'MHJV' s counsel all documents 

produced to Inova in response to discovery requests within the 

8 
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possession, custody and control of Inova, its counsel, and its 

experts. Inova agrees that all work product documents within the 

possession, custody and control of Inova, its counsel (to the 

extent it pertains to proprietary, confidential and/~r financial 

JMHJV information) and Inova•s experts shall be destroyed 

immediately upon the execution of this Settlement Agreement, and no 

later than two (2) days after its execution. For purposes of this 

Paragraph, the word "documents" shall have the broad meaning 

ascribed to it in Rule 34 of the Federal Rules of Civil Procedure. 

17. In the event Inova, its counsel or any of its e~ert 

witnesses in this matter receive a document request or any subpoena 

requesting production of documents or testimony concerning any of 

the matters that are prohibited from disclosure hereunder, Inova 

shall promptly notify JMHJV in writing and provide a copy of the 

request or subpoena. Within the time permitted for Inova, its 

counsel or its experts to respond to the request or subpoena, JMHJV 

may take such steps as it deems appropriate to challenge the 

information or testimony t.:equested. During the pendency of any 

challenge, Inova, its counsel or its expert wi~nesses will not 

produce any documents, information or testimony, unless ordered by 

the Court to do so. Notwithstanding anything contained herein to 

the contrary, Inova shall have the right to make necessary and 

appropriate disclosures in financial statements. 

18. The parties agree that this settlement Agreement may be 

enforced by specific performance. In the event that either party 

shall breach any term hereof, the breaching party shall bear all 

reasonable costs and attorneys• fees of the nonbreaching party in 

the enforcement of this Settlement Agreement. 

9 
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19. Any notices to be given hereunder shall be deem~d to be 

given if hand-delivered, sent by certified mail (return receipt 

requested) or by any reputable next business day courier service as 

follows: 

If to JMHJV, then to: Jefferson Memorial 
Hospital Joint Venture, Attn: Laszlo N. 
Tauber, M.D., 4600 Kinq Street, Alexandria, YA 
23202 with copies to: Comptroller, Westwood 
Management Corporation, 5110 Ridgefield Road, 
Bethesda, MD 20816 and Gaspare J. Bono, Esq., 
Howrey & Simon, 1299 Pennsylvania Ave., N.W., 
Washington, D.c. 20004. 

If to Inova, then- to: !nova Health System 
Foundation and Inova Health System Hospitals, 
Attn: Chief Financial Officer, 8001 Braddock 
Road, Springfield, VA 22153 with a copy to 
Marc Bettius, Esq., Miles & Stockbridge, 11350 
Random Hills Road, suite 500, Fairfax, VA 
22030. 

Either party may change its address provided above by written 

notice to the other party. 

20. This Settlement Agreement is binding upon, and shall 

inure to the benefit of the parties, their agents and employees, 

their heirs, successors, affiliates, assigns, parents, subsidiaries 

and others. 

21. The law of the Commonwealth of Virginia shall govern the 

construction and interpretation of this Settlement Agreement. 

22. Notwithstanding any contrary rule of iaw, all parties 

shall be considered to be deemed to be the drafters of this 

Settlement Agreement and there will be no rules of construction 

applied against the draftsmen. 

23. The parties hereby warrant that they have carefully read 

this Settlement Agreement and understand all of its terms and hava 
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/ ,· 

voluntarily executed this Settlement Agreement with full knowledge 

of its significance and with advice of counsel. 

24. This Settlement Agreement contains the entire 

understanding and agreement between the parties and there are no 

oral representations, stipulations, warranties or understandings 

related thereto which are not fully set forth he~ein. No 

amendment, addition to or alteration, modification or waiver of any 

provision of this Settlement Agreement shall be of any force or 

effect unless reduced to a writing and signed by duly-authorized 

representatives of all parties. 

25. The undersigned signatories represent and warrant that 

they have all necessary authority to execute this Settlement 

Agreement and to bind the affected entities. 

26. This Settlement Agreement may be executed in duplicates, 

th• intent of which is to permit distant parties to sign conforming 

copies of this document just as if all parties had signed the same 

original document. For purposes of this Settlement Agreement, 

execution by facsimile shall be treated as an original signature. 

In witness whereof, the undersigned parties have executed this 

Settlement Agreement as of the date hereof, tor the purposes 

therein contained, affixing their seals·hereto. 

Witness: INOVA HEALTH SYSTEM 
HOSPITALS 

(, ,[·,·~ ,r~ ~ 
By: ~ 
c. Michael French 
Chief Operating Officer 
A corporate Representative 
with Authority to Bind the 
Corporation to this 
settlement Agreement 

[SIGNATURES CONTINUED ON FOLLOWING PAGE] 
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Witness: 

Witness: 

Witness: 

~-

12 

INOVA HEALTH SYSTEM 
FOUNDATION 

ox Singl ton 
Chi f Executive Of cer 
A Corporate Represent:ative 
with Authority to Bind the 
Corporation to this 
Settlement Agreement 

JEFFERSON MEMORIAL HOSPITAL 
JO.INT VENTURE 

By: 
Laszlo N. Tauber, Trustee 
with Authority to Bind the 
Partnership to this 
Settlement Agreement 

Laszlo N. Tauber, Trustee 
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Witness: 

Witness: 

Witness: 

12 

INOVA HEALTH SYSTEM 
FOUNDATION 

By; 
J. Knox Singleton .. 
Chief Executive.Officer 
A corporate Represeritativ.e 
with Authority to Bind ·the 
corporation to this 
Settlement Agreement 

. t 

JEFFERSON MEMORIAL HO.SPITAL 
JOINT VENT~ 

BY! L~ { .f2cw;~-;·'T.~ .... 
LaszlQ N. T~e~, T~ustee 
wlth.Authority.to Bind the 
Partnership to this 
setti~ent Agreement 

Laszlo N. Tauber, Trustee 
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Form 990-AR 

~®7& 

Annual Report 
of Private 
Foundation 

Under Section 6056 of the Internal Revenue Code 

In addition to this Annual Report. 
the annual retum of the Foundation 
filed on Form 990-PF is available for 
public inspection. Consult an · 
lntemal Revenue Service office for 
further information. 

IDJ LIS ., .. ,..., ....... ....... ...... 
Trial Bxhibit 
No. 538. 

TFDN 000374 
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F'o"" 99o-AA C19 75) 

Allnual r•C>Ort for calendar y•ar 1975, or fisul year De1•nn•n1 .............................................. 1975. and endut; ................. .. . 19 .. 

Name of craan•zatiCft 

T\\v?> e. n S:ow"O Cr\'I' o H '\::lt:.. 
Address of pr•nc•pal offic:e I 

If bookS and records are not at above address. SpttCafy
1 
wf\trt tftey are kept J 

Public lnspect•on (See lnstructson C}: .. , ··~ "'..J • ~ . 

I Employer •dtnt•ficataon number 

~1..- bCS!"i.?: ,.c.;: 

I Name ot pr~nc:•pal officer ~ taunCS.tlon 

n·r t;. >ss z.'- » '~wac:c 
(a) Enter date the notice of availabUift of annual reparf'appeared In newspaper ~ ••• M.\!<.:\.\~.l~---······-·························· 

~:: ~~!~~ n:,~::! ~~rto~ J:"ve·1~~~~~ \Tit,···;;;wspap·a;·naiice·as·refiuiiiKfiiY .. i·.;;i;uei·.o;;·:.c::..-<in;;.;··.;c;i.t:e··,,·noi 
attached. the repert will be considered incomplete.) 

Check box for type of annual retwrt ~ • Jl Form 99o-PF 0 Form 5227 

Revenues 
1 Amount of ;stts. 1rants, bequests. and contributions received for the yur 

2 Grou income for the yar • 

3 Total • • • • • 

Disbursements and Expen .. 

II Dlsburwtments for the year for the purpo ... tor which aempt (includi.nl administrative apenMI) 

5 Expen111 attributable to aroa income (it.m 2 abaft) far tile year 

Foundation M1nacers 
I Uat au man111r1 of the foundation ( ... IICtfon 4M6(b) IRC): 

. , 

\\ 'L\ o l.)a 

-o-

~c-, ~~'A.\~"' ~~~~C.~ \ ~C~\~ 

\~(". ~\A.Q('c,.~ "~~~ '~U.'Cc..<~"< 

"\~ \ol \~~~"t • 1.\ \c. 'f., . ., ~I 

S"t~\ t....;.cil •~G ~u.-,1 '4~-.""'~ · 
~'C'. "''~c-4-o s.~~""·~ \i""-~c.~ · • e..,-.-t~.~~ •• ~~~~ . 
~'-d{\0 'O.~a.w~~r, \c-c•._ ... .,c:~ \o1..o\ ~"'c..;\lc-.c.-\~ ?\. i~WC.\h,\\c.. ~D 

l I 

Ia Lilt l'lereany .,.,..... a1 tM faundatiOft (1ft section •M6(tt) IRC). who tlave COfttnbutld 2 percent .of ttle total contr.butsanl 
received by the fouridltloa .,.,. tM c1o1e of anr tauble y•r (l:lut only if ~ l'lawl contnttutld more than $5,000). (See 11Ct1on 
507(d)(2).) .. 

\r. '-~~'l.\~ "·'~~k,.-

TFDN 000375 
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TAUBE_R rou'NOA!'ICN, INC. 

I.D. 52-6054648 

Notice of availability of the Tauber Foundation, 
Inc. , annual rep:>rt has been published in the 
Sentinel, a Zvbntgaceey County newspaper, on 
M:ly 7, 1976. 

Copy of said ootice is attached hereto. 

IASZW N. TJWBER, M.D. 

-

-

-
-

• 

TFDN 000376 
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Balance Sheet Per Books at the Beginning of the Year 

cash 

Accounts and notes rectivaDie 

Securities 
Govemment oblilations • 

Corporate Donds 

Corporate stocks • 

Mortaaae loans 

Liabditin 

........ \Sir~~.; .. ':\'- Accounts C)ayable 

Cor:tr•t:ut:ons. s•fts, ;rants, 
etc. payable • . . • 

Mortrares payable 

Other liabilities . 

Totalliabilit•es. 

Net Worth 

I 
I 
' i ·················•••••··•••·· 
............................... 

.............................. 

1 ___ -..:Q~--~--

:········:ll.r~~~- Principal fund .•••• \.~~-\:'\. .. ~!\. 
............................................ ············· ...............•..........•.. 
••••••••••••••••••••••••••••••••••••••••••••••••••••••••a ••••••••••••••••••••••••••••• 

Leu: DtprKiltion 1-----9 • ..# ___ , ••••••••• l~wQQ~ Income fund ·---····----

················---------·· .. .......... ..... ............. ··--·-............... .... 
Other aneta . ··········-············-·····-·························!--------
Lal: Dtprwelation ·---------------1·--------------l To~l n~wo~ 
Total 11Ht1 h . ...._·:\\·\."\"\ Totllliabilitin and net worth '• ·' ,. "''" "'q 

ltemaziCI Statement of Securities and ·All Other Assets Held at the Close of the Taxable Year 

c.:.~'-"' 
\ ~'t ~~ o.(p ~"f'Wil"t 1 "-"4- 1..CU.\\I.C)\c., 

u \.\1.0 

~·'f#--..&..L • \5 ~ St\r.~C' .. !t -~. \111\&'AC:,~•\ ~~~. ~~ 
~ . ' 

k~O\~ ·~~~~w ....... •~.S. 

........ 
".~-.,.~ 

\~s. \':\~ ·'-' 
~S1c-co .. \JO 

11.!",~ 

1.,.SC."'\ .css 

~ '" 'i \ .4J(I 
\"3$ •. \ ~'i$.\#\ 

'\S,c.A..V·OO 

'). l.S' c;,eo. c:O 

1.,-t.-\.~S 

TFDN 000377 
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F'orm 99o-AA-(1975) 

Grants and Contributions Paid or Approved for Future Payment During the Year 

A eel ... n '"'' ua. • ..... ., 
Conclu stat.,..Cftt of I relltlonsnlp to any 

I 
Amouflt 

foundation ""'"'''' gurpose of '''"' or 
or substant••• contribution Name and adctrns (tletne or Dualness) contnllutor I 

P•id durine ye•r 
\..:0 c.....: . ..:c ~"'\\~<T ~n::.t•*" ~'~~ """c~'-'-~ ~ .. 4,.,C".:"- • 'W.:.~\0 '(:4-,.~~~~U.'-4. e>lt \\-..;\,.&.~~ ,_._., ~ .. r O\•'\~, lc:, ~~"'( '~A.W\Iole. 'teo-:.. 1.,~~ 

\\~.,.~ 1•-.. c,'- Sc.. .. ~'<' ~'I£ ~'~ L;...~tu , "'~'C'·"to"e&r.' •...,~ '-""';"\O'-~ \ .-,,~."-() 
~o~~~c, ~ ...... ~~"' l:llao:,-.'"· oE: Fe.._. O~>i~-r .. ~c:."-c.a"f ".,.•~ "S~·~ "lS \v. \;'\ ~ "~-~~\.~'4 ~~'40~> 

' l~~'-0 '\~-u(L ...._,~, ,.,~"...:.~ "";t-~\ \:o ~ \'c;.-.; -~\ o;E\Ie;. ~ k'""'~~ •i 

\\c~<-c 't<~·;~\,...-c- N-o •"S""~ ~~,"~ "'''L ~-~-~ \o\ca.c< "tt ~""···"1'\:ll....,."f"' Q.,<... u·.A. \~~·~~ 
Total. . ..... .SJ ~~~:l i 
Approved for future paym•nt 

l. 

fotal. ..... 
I A aotice hu DHn publiShed that that Annual Atpatt as available for pubhc: anspecaon at tile pnncspal offices of the foundataon. an~ cop.n of .tf' ! 

Annual Report ttawe I»Hft fumaafttcl to the Attorney CefteraJ (or his daalftatt) of eadl State lfttitted to~ NDOrla as reQuared OJ ''*"'etlan F. 

········oiiii······· ..••.....•....... iipaii,;eiiii~iiM'iiiwPi'············· ...• ··············--················ Tliii •••••• ••••••• ••••••••••• .••••.••• ':" 

. S.(.'ll:lJ. ..... . 
iS ate 

rl~"l? ... ~ .. .IZ.t~L ......................... . 
····~, ln.ew•C ... f tr ftftft .,...r1n1 tM ,.._,. 

Instructions 
A. Annual ltlpat't.-.Aft annuli rtpolt is , .. 

quired from tltt founclatton manacers (H defined 
'" sec:taon £MI(It)J of every OflanauttQft which· 
as a pnv.tt foundation. iMiudinl 1 noneaemgt 
trust dncnbtd in section £!M7(a)(1) whidt is 
trtattd a a sanvatt foundation. ftiVIIll at lt .. 
$5.000 of auets at any timl durinl a ta•able 
year. A Clrivatt foundataon miJ uu tltia fOrm for 
atl annual rtDOftanc rtQuaremema. 

If you prefer not to utt tl'las torm. you may .,.. 
pare the rePOrt '" t:~nntld. tyDIW'ttten or any 
other form you cl'loost. DI'OVIdtd at re.CSily and 
ltlat»>y diiCIOIII tftt informatJoft reQUired by MC• 
ta011 60!US and ttte rtiUiatiOM tftlrlundtr. 

The annwal repatt •• '" Hditlon to ancl not in 
lieu of submattinc tht anformltlon t1Q11ired Oft 
FCH'Ift 990-PF' Wilder stetaon 6033. 

1. wi.... and ..._ c. llle.-
c J) r ..... .,.llt Pfiv• taultUf/On.-lile tM 

rtDOft It tftt tUM lftCI ltfiCe ..... ftecl for fHlfta 
Form ggo..,ttr, ltttum al ,._. Found...,. 
EsttnDt from Income Ta. 

C2J NOitbempt trust..,... II--_, 
(a)(JJ attCI rttatiCI a •,... flU ....,._ 

'"• tfte rtCIOft at tN time _. - __... 
for tilana Fonn 5227. ~., --·• 
Charatablt or Spht-lntef'elt ,.._ ,,._. • • 
Private Foundataan under.- .r(a) ., CM 
Intern .. Atvtnut Code. 

C. "*ic 1M,... fJI ,...... ,_,. f i 8 
Annal..._... ___ a foundlttaft ........ ,. 
must make tftt annual rtDOft ,.quiriCI by MCtton 
605a IVIIIIOII M Ute prane~pal ofllce of tM fou• 
datron tor '"'IIICtlon dunn1 recular """" ... 
ftOUrs ~ I"Y cattzett wtto 10 ttQuetta witllin 110 
days afttr DUOhcat&Oft of not1ct of 1t1 IVIIIaltllstr. 
ot. sf you ctloOII, you l'fta1 fumalft I COPr fret of 
cftarte to s..cft 1*'10"1 reQunta"l anspecbon. 
ptOVICStd tllne Plf'IOft• do 10 at tftt amt aftCt 
tnlftMf' pte~Ct~DICI itt MCiion 1101(d) lftCI tile 
retUIItlona tftlfWftftf. 
n. natlct must 1M pulthslted not latet tften 

tile day Dl'ftCI'IIIiiG for filinl tN annual rtDDft 
(determanecs Wltft rtttrd to an, tattn .. ana of 
tame for fihnl). "' 1 newaNDet fttvan1 ltt'tttll 
crrcul£t;on rn tM county an wllactt tilt pnftCJCNII 

office of tht private foundation it located. 1M 
notact must state tftlt tN annual rtDO't of tlta. 
prtvatt foundttaon •• availaiN It its principM · 
office dunna re1u1ar INIIIIHI !'lours for inlpec· 
tron by any c•tlzen who so NQu•ts wittlin 110 
d~ after tftt date of tftt publication. It must 
also snow tfte acsctrns of tftt llliVatt tounctation't 
Pf1ftCICNII office lftCI tftt "'"" of its D"ncillllmafto 
apr. A gnvatt foundation mey dtlllftlte an ICidi· 
trcn to eta prtftCipal offiCI. or (af ttlt foundation 
hiS no oranc•pal office or none atfttr than tilt 
residlftet of a sunt.anttal cofttniNtor or found• 
tton manapr) inatetd of sudt office. any otfttr 
tOCition ..,,,. its annual rtDOtt is av11110tt. 

Tlte term ••ntwtpaDtr hlvi"l pntrll Cli'QII• 
tion.. ''"" include any fttwiNCitr or jOurnal 
wftieft is permitttd to publllft statementS in •• 
ftetaOft of St.C. statutOty '"'"""'""' ,.latanl 
to .,...,. of title tiD ,... .... Ot ..., tifftiler 
lltllnatietL 

A co~~r of tftt ftCitiCt must be lttacftld to tile 
lftnull ,.110ft ftlld .- tfle lllterftal Rewenue 
leMa. 

A ~ fouftCiatton wlricft ftn tenmnated its 
-. luclt unCIIr IICtloft 507~)(1)(A). -
distnlluttna en rts net allltl tiD 011• or "*' ~ 
lie ctsantsn •u.out rttarn•"l ., riJftt. tatle or 
rnteresr an IUCit ~SHU. cSon nat l'tft8 urputltistl 
notiCe of IVIIII!tlhty of ata annual rtPQft or fur· 
flilft tudt rtJIOI'f tO tftt puOiiC for tftl tUIDie 
,.., in wiiCft at so tltmtftltel (R... 1.507• 
2(1)(1)). 

D. Si1M1UN .. VlftflaiJelt.-Tltt reDM 
must .,. tllftld by the fouftelatiOft ....,..,... 

I. Uta fJI ..._""'"" llf'IYatl foundation ~ ,.. 
qusNd to lltiCft to rtl Fonn ,.., • li• Clf II 
States: 

cu to wfticft tile orp~~lutiOn ,._.ill "" 
fatftiOft COftarfti"' , .. orpftiQCIOft. ...... Ot 
actMtJeL lftCI 

C2) •tft wfhdt tftt OflaiiiUtfOft I'IH.I'tlilt:lf'ed 
(or wflleft It "• otfllfWtu n01Jfild an ., lftMo 
Mt) tl'lat It anttft41 to bt. or as 1 cfl.,taDie 
Otllfttutioft 01 tl\lt at •1. or iftteftdl to M. a 
holder of DfOPift't de.ot.CS :o 11 ch•,taJMt 
purJ:IOM, 

'· FumiSitiftl af Co.-11 to Scac. Ollctfl; L.illlo 
ilta Gl Slltel.-Tl'lt '""'"~1!•0" ''""lltrl must 

fumilft a c~ cf tttt annual report (requiM by 
MCtiOn 6051) to till Attamey General (Ot 1111 
dntlftlte) of (1) 11e11 Stitt listtd for Form 990-
PF QGW. (2) the State in wftactl tfte Df!fteiDII 
ollce of ttt• foundation •• located. and (3) tl'lt 
State in which tflt foundation wu incorDOratld 
or Ofllniad. Sucf'l rtDOft must 1:11 furftalhed It 
tht same time It il sent to tilt Internal Revenue 
StMce. In addition. tht foundation manacera 
uatl DtGV~CSe upon rtQUat 1 copy of tht annu., 
repott to tl'le Attomey Gtnttal or otl'ler appro. 
pnate State oMar of any otfttt State. The foun­
d&tiOft manqer lftall also au.cl'l to the reDOtt 1 
copy of tM 'orm 990-Pif (or Form 5227 tor • 
£M7(a)(1) tr\llt) lnd a CODY of tl'lt Fonn £720 
(if lftJ) fittel 1ty tN fouftdat1Gft witll till lntemaf 
Aewlftul SIMca for tl'll ,..,. 

G. ........, for 'liiUN 1D Fill Rt'"' tnd NOt 
t1Ce .. Time.-lf I CtriVatl tounutlan fltll to 
filt ttte annuli ttetOtt on or Defore tnt due date. 
or to comDtf •til 1M rtQUttt!MfttS undtt ·-c-• 
,...._, tftlf8 Will M imetOHCI on Ut1 ptrtOn (any­
OM Uftdlt 1 ctuty to pettorm tile ac:t). a SlO 
PtNity far eiCft daJ dt~t•nl whecl'l ttte facture con. 
ttftUIL ftGt tiD aatd 15.000. (Set SldJOft M52 
(CS)(3).) If more tttan Oftt Def'SOft as lialtlt. an 
.tucf'l Plf'IOftlll\lll be jOintly and MVerally haltlt 
Wttft resettCt -to tuc1t faalure. Qraanazatrons that 
ttave I'VIfl ••ce vndtr IICbon. 508COJ as to 
Ulecr ltl'tUI and hhl not ...ct~Wd a letter froftt 
ttae lftttfftll Rt'llnue SeMct conta•n•nl • deter· 
mtnlt&Oft a to such statu~er tO Aevtttut 
llractd.,_ 72-Zl. 1172•1 C.L 751. 0111attr,.. 
vtliOftl. for ruin relatina to relief from the 
JMftllty cwcMIIOft of IICtion &a!IZ. If trtt failure 
to ftlt tftt IMUII reoon 011 comply •til "C"' is 
wdlful. ttl.,. wdl be rmetO'Md. an .CSdatiOft to the 
amount lftlfttlontd abcM. a penalty ot Sl.COO 
fot eedt IUCft ~ Ot notact. (See IICttOft 
&aU.) 

M. , ...... ~ fortip orpfti­
&aaoft wftidlltll ~ SUttlllfttlliiY all of •tl 
lliiiDOft (Oiftlr tlllft IFOU lftVHtmlftt II'W:CUM) 

from sources out1K11 tftl Unattel StitH •II rot 
M subjeel ta tile l'lqUitemlfttl of anstructaons 
"C .. lftd •• ,.. abOve. 

TFDN 000378 
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JEffERSON MEJt\ORI.AL HOSPITAL 
•eoo KING 8TRE!T. ALEXANDRIA. VIRGINIA 22301 

TEUPHON£1 70:S/8Jt.ZIOO 

Mr. Bernard Krakow 
Attorney at Law 
837 Warner Building 
waahin9ton 4, D.c. 

Dear Bernie a 

August 8, 1966 

In regard• to Jefferson Memorial Hoapital'e application for tax 
exemption, I submit the followings 

1. Aa you know. the corporation waa fozmec! aa a profit 
making one, ))ut only on paper, !)ecauae many months 
):)efore the hoapital vaa opened, the charter vaa 
changed to a non-profit one. The reaaon for the 
change waa that almoat lOC* of the aponaora felt 
that due to the ever riaing coat of hoapitalization, 
it would not be right to form a profit~king organ­
ization. Since all of ua have excellent practice•, 
we therefore decided that any money realiz.d from 
the operation of the hoapital for eventual extenaion, 
and tmprovement of medical care, and alao, if poaai­
))le, for lowering tbe coat of boapitaliution. I 
repeat that thia hoapital Mver vorJcec! vi th the oriCJ­
inal charter, that 18 a profit~king organization, 
and the ebanp vaa .. de -ny montha 'before w atarted. 

(a) Tbe land waa donatee! Dece~r 30. 1964 .• 
Bc:tuiJID'Dt vaa purchaaec! the end of 1964 
and the 'befJiftfting of 1965. Z.aaea wn 
cancelled January 1. 1965. The aponaora 
aaaumed all the money up to one ~llion 
doll an in the ~uilding. The equipment, 
paid for and· owned by the aponaora. ia 
being uaed by the hoapital for one dollar 
a ,_ar for 10 yaara. 

2., 3.,-and 4. Copiea of leaaea are encloae4. 

s. Mr. Gregory Pappaa ia a till .. -leaaing apace frca ua. 

Trial Exhibit 
No. 603. 
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Paqe 2. 

If there ia any additional information which you need, pleaae advise 
me of such. 

With peraonal regards, 

Sincerely youra, 

4.¥- '({ . f'll.u t,._, 171) 

Laazlo R. TaW.r, M.5. 

tALJSER-PRIY-Q01280 

J.APP. 4223 



..~::: .. :.. - .. o::u•!: ~:C•-'"~s 
a~S·!)C-.f a&a'I"-.CO 

Ross. ~l.ARsK &. FosTER 
•lS SOUT'.., ~OYAI.. S':'REE:r 

AI..£AAN0RIA, VIRGINIA lZl•• 

(703) 636·2770 

July 24, 1972 

Dr. Laszlo ~. Tauber, President 
Jefferson Memorial Hospital 
4600 King Street 
Alexandria, Virginia 22302 

INA$r41N(:;":",:::'II ,:=-~•CE: 

730 ... ,T'££~T' .. S"'"!:E:-. -.; "" 

wAS"•,...QTON. :. c. ~:lees 

Re: Appeal of Real Estate 
Tax Assessment for the 
year 1972 

Dear Dr. Tauber: 

In accordance with previous requests by you and Mr. 
Craig Forthman, former Administrator of the hospital, I wish 
to advise that I have filed notices ·of appeal to the Alexandria 
Board of Real Estate Tax Equalization on those properties of 
th~ hospital which are owned by the Tauber Foundation, Dr. ~ovak, 
Dr. Gondor and the building which is owned by the Jefferson 
Memorial Associates. I am doing·this at the behest of the 
hospital, since under the leases on the ground and the hospital 
building, the hospital as lessee is required to pay any real 
estate taxes assessed against the property. 

I wish to advise further, that I am retaining the 
services of Mr. Scott Humphrey, of the R. L. Kane Real Estate 
Company to assist me in prosecuting this appeal. In my judg· 
ment, Mr. Humphrey is one of the foremost real estate appraisers 
in the Metropolitan area and has testified extensively in court 
cases. 

This matter is set for hearing on August 15, 1972 and I 
will advise you as to the decision of the Board after that date. 

With kind regards, I am 

JTR:hk 

Trial Exhibit 
No. 610. 

TAUBER-PRIV-000025 
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J~ B6 '9? 12:13 FR ~ & HOSTETLER TO 3456U85543US60B2 P.BJ/03 

Dear seoekholaer: 

JEffERSON MEMORIAL HOSPITAL 
•eoo ICING .-nt•KT. •. A~IXAHDitiA. YUtGINIA za~oa 

TEU~HONI: 70J/tl f·l800 

May 18, 1973 

As you know, Jefferson Memorial Hospital changed its corporate 
structure in July, 1971. At that time the hospital chanqed 
from a non-profit, non-stock institution to ~for-profit, 
stoek institution. 

Attached is a copy of the mer~er aqreement between the two 
orqanizations. Once the merger aqreement is eonsumated, 
then the.hospital will be ineorporated in D~laware and 
authorized to do bu•inesa in Virginia. 

Mr. Reeves, the hospital attorney on this matter; ia anxious 
to complete this merger aqreement: so we will ~e able to 
transfer the deeds to the new corporation and finish up. 
the necessary paper work. 

A member of the hospital staff will be in touch with you 
within a few aays to obtain your siqnature on the 
oriqinal merger agreement. 

Sincer~ly, 

-· .. 
iic.-{JtCA ( s ·c 4 · ~C-:~ 

ENCL: 

tESLI! t. PETERS 
Secretary 

Trial Exhibit 
No. 613. 

sc:u 000102 
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Baker & Hostetler 
Jefferson Memoriat Hospital 
Summary of Approaches 
Valuation Date: June 30 1911 

Cacitalization of Eaminas ADaroach 

NormaliZed 
Twelve Months cr, of Net 

Ended Operating 
June 30.1971 (1) Revenue 

Revenue: 
Routine SeMces s 1,985,348 
Special Services 1.802.021 

Total Gross Revenue 3,787,368 

Deductions and Allowances (556.315) 

Other Operating Revenue 37,198 

Net Operating Revenue 3.268.252 

022rating ~nses (~. Q!ereciation}· 
Totll Salaries & Wages 1,386,795 42.4CW. 
Administrative & General 149,925 4.6CW. 
Dietary 197,671 6.0CW. 
Housekeeping, Laundry 236,694 7.2CW. 
Operation of Plant, Maintenance 58,538 1.8CW. 
Other Supplies & Expenses 

-. 979,088 30.0CW. 
Rent of Land & Building 111,315 3.4CW. 
Taxes (other than Payroll & Income) 26.711 0.8CW. 

Total Operating Expenses 3,146,736 96.3~ 

Operating Income 121,516 3.7CJf. 

Other lnem!!!ES!!DHJl; 
Rental Income 27,954 0.9CW. 
Interest Income 10,856 0.3CW. 
Miscellaneous Income 3,881 0.1CW. 
Miscellaneous Expense ~12,10~ ~.4CW. 

Other lncomei(Expense) 30,590 0.9CW. 

EBITOA 152,106 4.7% 

Depreciation/Amortization 29.414 0.91J6 

EBIT 122,692 3.8CW. 

Income Taxes @ 40% 49,077 

After. Tax Cash Flow 73,615 2.3CJ6 

Adjus!me!m !9 ~i!!b Flow; 
Add: Depreciation & Amortization 29,414 0.916 
Less: Capital Expenditures 32,683 1.~ 

Less: Change in Not Working Capital 24,209 10.~ 

Adjusted Cash Flow 48,137 
Capitalization Factor @ 1716 

(Assuming 3CW. Cash Flow Growth) 

Net Enterprise Value 271,397 
Less: Liabilities 1,069.509 

Net Equity Value (798.112) 

Rounded $ ~·22m 
(1) Based on a weighted average of the pricrthi'M years' results of operations. 

EXHIBIT! 

Ad'ustecl Book Value roach 

Value of BooiC Equity as of 
June 30, 1971 $ (392.568} 

EXHIBIT 
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6a1<er & ..,osrerrer 
.;etrerson Memonal Hosp1tal 
Cap•tai!Zat•on of Eam•ngs Approaen 
Valuation Date' Apnl 18 1973 

CaprtaJIZl!tlOn cf EatnlnQS Accroach 

~ 

NormaliZed 
Twelve Months 

Ended 
Aenl18, 1973 (1) 

~ 
Routine SeMces s 2.204,456 
Spec~al Ser.nces 2.359.005 

Total Gross Revenue 4,563,461 

Deductions and Allowances (569.965) 

Other Operating Revenue 45,095 

Net Operating ReYenue 4.038.590 

Q~!§l"'9 E;gnses (§25c1. ~gr~•at1on1 
Total Salanes & Wages 1,643.648 
Adm•n•sttatM! & General 171,690 
D•etary 217.186 
Housekeeping, Laundry 244,803 
OperatiOn of Plant. Maintenance 63,899 
Other Supplies & Expenses 1,262.943 
Rent of Land & Bulld1ng 119.789 
Taxes (other than Paytcll & Income) 51.581 

Total Operat1ng Expenses 3,775,540 

Operat1ng Income 263.050 

Other 1necrn~1Emensesl: 
Rental Income 9,745 
Interest Income 3.268 
MISCellaneous Income 14,243 
MiScellaneous Expense (4.498! 

Other lncome/(Expense) 22,758 

EBITOA 285,808 

Deprec18tlon/Amort1Zatlon 36.347 

EBIT 249,460 

:ncome Taxes @ 40% 99,784 

After-Tax Cash Flew 149,676 

AdiY!lm§ntJ tS! ~811'1 Flow 
Add: Ceptee~atron & AmOitiUtlon 36,347 
Less: Capital ExpenditUres 40,386 
Less: Change '" Net Working Capital 26,421 

Adjusted Cash Flow 119,217 
CapitaliZatiOn Factor @ 16~ 

. (Assum1ng 3% C3sn Flow Growth) 

Net Enterpnse Value 745,106 

Less L..abllltles 815.216 

Net Equity Value (70,110) 

Rounded s (Z01000I 

% cfNet 
Ocerating 
Revenue 

40.7% 
43% 
54~ 

61~ 
16% 

_31.3% 
3.0% 
13% 

93.5% 

6.5% 

0.2% 
0.1% 
0.4% 

..().1% 
0.6% 

71% 

0.9% 

6.2% 

3.7% 

0.9% 
1.0% 

10.0% 

-

(1) Based on a we1ghted average cf the pnor three years' results rl operations. 

-

Adiusted Book Value Aocroach 

Estimated UnadjuSted 
Book ValUe as cf Apnl18, 1973 

Ad!Ustments (1): 

Plant & EQuipment 
Goodwill 
L.ease Agreement Payaore 
Mongage Payatite 

Total Ad~ 

Estimatec Value of AdJUStecl Book Eau1ty 
asofApnl18.1973 

s 881.266 

(548.868) 
(364048) 
(280.000) 
603.132 

(589784) 

s 291 482 

(1) AdJUStments are mace to account for the assets transferrec and 
aebt assumec as cart of tne transaction on July 1 1971 

EXHIBIT 
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Baker & Hostetler 
Jefferson Memorial Hospital 
CapitaliZation of Eammgs Approach 
Valuation Date· Januarv 31 1975 

CaDitalization of Eaminas ADnroac:h 

Normalized 
Twelve Months 

Ended 
Janua!X 31. 1975 (1) 

Revenue· 
Routine Services s 2.357,534 
Special Services 3.061.n9 

Total Gross Revenue 5.419,263 

Deductions and Allowances (778.040) 

Other Operating Revenue 45,481 

Net Operating Revenue 4,686.703 

0Rerali!!!l §x!Z!"!i!! !!;ml Q!:U!r:!!iii!lis!nl· 
Total Salaries & Wages 1,936.227 
Administrative & General 245,091 
Dietary 251,424 
Housekeeping, Laundry 233.735 
Operation of Plant, Maintenance 73,825 
Other Supplies & Expenses 1.sn.024 
Rent of Land & Building 105,449 
Taxes (other than Payroll & Income) 61,530 

Total Operating Expenses 4,479,308 

Operating Income 207,395 

Other lncom!fl(E!S!!!!Hil' 
Rental Income 8,232 
Interest Income 1.892 
Miscellaneous Income 8,357 
Miscellaneous Expense 2,811} 

Other lncomei(Expenso) 14,670 

EBITDA 222.065 

Depreciation/Amortization 42.180 

EBIT 179,885 

Income Taxes 8 40% 71.954 

After· Tax Cash Flow 107.931 

AdjY§Imgnts to~§!! Ft~ 
Add: Depreciation & Amortization 42,180 
Less: Capital Expenditures 46,867 
Less: Chango in Not Wortcing capital 34.716 

Adjusted cash Flow 68.528 
Capitalization Factor 0 17% 

(Assuming 3% Cash Flow Growth) 

Net Enterprise Value 403,108 

Less: Liabilities 987.770 

Net Equity Value (584,664) 

Rounded s ,585.2!!2 

%of Net 
Operating 
Revenue 

41.3% 
5.2% 
5.4% 
5.0% 
1.6% 

33.5% 
2.2% 
1.3% 

95.6% 

4.4% 

0.2% 
0.0% 
0.2% 

.0.1% 
0.3% 

4.7% 

0.9% 

3.8% 

2.3% 

0.9% 
1.0% 

10.0% 

(1) Based on a weighted average of tho prior three years' results of operations. 

EXHIBIT Ill 

Adjusted Book Value ADDroach (1) 

Estimated Unadjusted 
Book Value as of January 31, 1975 

Adjustmenls (21' 

Plant & Equipment 
Goodwill 
Lease Agreement Payable 
Mortgage Payable 

Total Adjustments 

Estimated Value of Adjusted Book Equity 
as of January 31, 1975 

$ no.n1 

{506.917) 
(346,035) 
(280,000) 
528.625 

(604,327) 

s 166,444 

I 

(1) All values are based on fiV8 montns of operations en fiscal year l 
1995 and seven months &n fiSCal year 1975. I 

(2) Adjustments are made to account for the assoiS transferred and 
debt assumed as part of the transaction en July 1 . 1971. I 

EXHIBIT 

J.APP.4228 



) ) 

Baker& h r 
JeHer~on Memonal tcospztal 
Income S~temont 

} ) 

Exh1b1IIV 

Valuat1on Dates June 30, 19711Apul18, 1973/January 31, 1975 3 Ye.tr 
We•ghled 
Average 

3Year 
Wezghted 
Average 

1973 

3Yoa~ 

Weighted 
Average 

1975 
Revenue 

Routmo SeiVIces 
Spec1al SeiVIces 

Total Gross Revenue 
Growth 

Deductions and Allawilnces (% ol gross revenue) 

Olher Opratmg Revenue ~ ol Net Rovcnuo)" 

Not Oporabng Rovenuo 
Growth 

Operatmg ExDtnses !Excl Deprecrat•onl 
Total Salanes & Wages 
AdmzmstzatiYII & Gonoral 
01etary 
Housokooprng. Laundry 
OperatiOn ol Plant, Maintenance 
Other Supplies & &penses 
Ront ol Land (Pnot tD 1972 also Bldg & Equzp.) 
Tams (OCher than Payroll & tncomo) 
Deprocialion 

T otll Oporatmg Elqlonses 

Oporabng Income 

Other lnc:omefl&peMO!) 
Ron~llncomo 

lnterostlncomo 
Mrscollancous Income 
AmortizatiOn ol Goodwill 
loss on Dt'PD$111 ol Eq1upment 
lnleiO!I &pen10 
Mrscollanoous Expense 

Olherlncomef(Exponse) 

Net Income BofOfo Income Taxes 

Income Taxes~ ollncome Boforo Income Taxea) 

Nottncomo 

EBITDA 
EBIT 

Twelve Months Ended October 31, 
1969 1970 

$1,652,618 
984 960 

2,637,578 

8)'1~ s 1,886,098 
ll'lo t 820U9 

100'4 3,706,947 
41~ 

Annualized 
Ended Juno 30, 

1971 

51'1o s 2,162,424 
411'4 2061622 

100.. 4,224,248 
14~ 

Twelve Months Ended June 30, 
1972 1973 

!11'4 s 2,180,681 411'4 s 2,234,317 
411'4 2 273411 51'4 2,515 128 

100.. 4,454,092 100.. 4,749,445 
7~ 

1974 __._!ill,_ __ 

41'4 s 2,250.711 42'1o s 2,646,905 
5)'4 3,087 073 !11'4 3656,912 

IOK 5,337,7U 10001. 6,303,817 
1~ 16 .. 

... _..1.!!1_ 

U'lo $1.985.348 
M'lo 1 802.Q?,L 

100'4 3.787.368 

52'1o $2,204,456 ... .,. $ 2,357,!134 
4h 2 359 005 Sl'lo 3 061 729 

IOK 4,563,481 100'4 5,419,263- IOO'Io 

(341,990) ·U'4 (443,882) ·12'4 (702,725) ·11'4 (535,748) ·12'4 (548,525) ·12'4 (896,937) -17'4 (857.337) ·14'1o (S56.31S) -1!1'4 (569,965) ·12'4 (778,040) ·l•'lo 

38569 1.,. __ .....:::39::..68=7- 1'4 _ _.;:4:;..7.:.;768=- 1'4_.......;;4:::5..:.1.::15:... 1'4 _ __:4::;:4:.:8=9:..:1_ ,.,. _ ___;4:.::6:.::04:;:;8::... 1'1o_ 37198 l'lo 45095 1'1o 4!1481 ,,. 

2,332,157 10001. 3,296,684 100.. 3,561,209 100'4 3,966,114 100'4 4,248,035 100'4 4,485,738 100'4 5,492.526 10001. 3.268.2!»2 100'4 4,038,590 100'4 4,686.703 100.. 

1,159,926 
200,498 
177,597 
186,8&3 
80,998 

561,740 
115,402 

32,580 
25650 

2,528130 

41~ 

~ 1,328,929 
.. 128,841 
.. 195,237 
.. 215,089 
,,. 54,813 

24. 1,025,574 s• 112,870 
1'1o 33,388 
,,. _ __,;2:;.8~626~ 

tan 3121087 

(198,873) ... 175,787 

74,850 
15,237 
3,386 

(733) 
(82,339) 

(4.110) 
26.291 

,.,. ,.,. 
0'4 
0'4 
0'4 

31,813 
10,420 
8,331 

.,.,. (42,826) 

0'4 _--.~«~;.9~34:;;;3~) 
1,. -----~·~3.::805~) 

(170,682) ,,.,. 172,192 

(81,960) ,..,. 
(107,610) ·1'4 

243,644 
215,018 

8~ 7Wt 6~ 22'11. 

,,.,. 

1,500,995 
148,391 
205,985 
267,768 

80,335 
1,084,547 

,.,. 1(1g,029 
,,. 20,304 

1,. -~.,:;3:;2.;8;.;21;.­
~--....:3::..4:::29~8.:.:72~ 

I 'to 

0'4 
0'4 
0'4 

131,237 

9,750 
9,887 
2,414 

0'4 (8,850) 
·1· (52,485) 
0'4 __ +;11;;6.;605~) 
0'4 __ ~15:::3~8a&~) 

,.,. , .. 

77,348 

189,103 
138,482 

42'1o 1,820,633 
• .,. 156,981 
•• . 210,920 
.. . 249,535 
2'4 73,550 

J0'4 1,247,488 
,.,. 19,844 
1'4 43,823 
,,. 86987 

.. .,. 3888721 

276,393 

41'1o 
4'4 ,.,. .,. 
2'lo 

ll'lo ,.,. 
1'4 

1,706,543 
189,262 
225,098 
233,993 

56,654 
1,332,726 

20,006 
87,179 

2'4 -........:::69:==53~7-
ll'lo 3902998 

343,037 

9,7!10 '"' 9,740 
2,852 0'4 1,538 

40,404 1'4 746 
(11,379) '"' (11,377) 

(994) '"' (307) 
(93,872) ·2'4 (76,580) 

(2 176) 0'4_--=(2~0:;:10~) 
«55815> -1'4 U8230l 

,,. 264,807 

40'4 1,875,999 
• .,. 262,028 
s• 256,199 
0'4 222,882 
,.,. 67,241 

,..,. 1,557,855 

'"' 20,373 
2'4 80,657 
2'4 72,394 
,,. 4 395 208 

90,530' 

""' 7,950 
0'4 1,033 
0'4 13,228 
'"' (11,377) 
0'4 (1,645) 

·2'4 (78,423) 
0'4 ---1"L!J·..:=:55~9:~.) 

·2'4 _-a:.U.::.4 .!.:793:=-LI . .,. 15,737 

42'4 2,260,476 42'4 1,388,795 42'11. 1,843,648 41'1o 
• .,. 287,874 &'4 149,925 5'4 171,690 • .,. 
• .,. 275.785 5'4 197,671 I'll. 217,186 5'4 
!1'4 245.057 .. .,. 238,694 ,.,. 244,803 • .,. 
1'4 95,274 2'4 58,538 2'lo 83,899 2'lo 

lS'Io 1,882,858 34'4 979,088 30'4 1,262,943 :11'4 

'"' 21.055 '"' 111,315 ,.,. 34,789 l'lo 

1'4 62,380 1'4 26,111 ,.,. 51,581 ,.,. 

2'4 --,....,:::;84:,:.;94~8=-
11'4 5215 707 

2'4 30127 
~.,. 3176683 

1'4 62528 2'lo 

"" 3 753 068 ,,.,. 

276.819 91.388 285,522 1'4 

.,.,. 7,038 .,.,. 27,954 ,.,. 9,745 0'4 

.,.,. 3.184 0'4 

.,.,. 182 .,.,. 

'"' (11,377) '"' 
.,.,. (8,731) '"' 
·2'4 (71,404) •• .,. 

'"'--~ .,.,. 
-l'lo (79810) .... 

197.2011 .. .,. 

10,856 '"' 
3,881 .,.,. .,.,. 

(3.447) '"' 
(50,908) ·l'lo 
(12102) 0'4 
1237U) .1,. 

87,624 

3,268 0'4 
14,243 0'4 
(9,482) .,.,. 
(1,593) 0'4 

(78,318) ·2'1o 
(4 498) 0'4 

(88 635) ·2'4-

218,887 S'lo 

1,938,227 41Y. 
245,091 ~,. 

251,424 ~,. 
233,735 SY. 
73,828 ~.,. 

1,572,024 ,..,. 
20,449 ""' 
81,530 1'4 
75004 2'4 

4489312 ~~ .. 

217,391 ~.,. 

8,232 O'!lo 

1,892 OY. 

8,357 O'lo 

(11,377) 0'11. 
(2,767) 0'11. 

(78,203) 2'11. 
(3811) 0'4 

p5,678) 2Y. 

141,713 ,,. 220,778 

12789 ,.,. 124833 .,.,. 5349 34'4 7479S lft __ _ 87 478 40'6 54 331 ,.,. 

. .,. 
4'4 

208,009 

393,890 '""' 
315.644 .,. 

131.874 

422,588 10'11. 
341,874 .,. 

10,388 

177,578 
93,805 

... 
2'4 

122.414 

311,ti69 
275,344 

, .. 
fl'lo 

1S2.10ti 
121.979 

S'lo 

4'1o 

131,409 ,.,. 87,383 ,,. 

310,808 11'4 I 307,065 l'lo 

298,799 ,.. 220,684 ~ .. 
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Baker & Ho~ c:xhibitV 
Jefferson Memorial Hospital 
Adjusted Balance Sheet 

Eight Monlhs 
Twelve Months Ended October 31, Ended Juno 30, Twelve Months Ended June 30, 

1967 1968 1969 1970 1971 1972 1973 1974 1975 
Current Assets 
Cash - Unrestricted $80,045 8% $116,035 "" $58,256 6% $54,791 6% $56,247 7% $19,855 2% $97,344 7% $42,889 4% $24,002 2% 

Notes Recaivable 323,009 31% 227,911 21% 173,156 19% 90."158 10% 4,600 1% 19,775 2% 18.775 1"4 50,239 5% 15,805 1"4 
Accounts Rovoivablo: 567,725 55% 695,135 64% 609,403 67% 671,-132 76% 741,431 117% 930,905 90"4 1,154,964 87% 850,266 83% 961,934 8fl% 

Accrued lnterost Receivable 5,343 1% 6,691 1% 9,867 '" 13,968 2% 7,239 1% 8,704 1% 8,206 1°4 7,658 '" 2,858 0"4 
Inventories 27,210 3% 29,526 3% 25,978 3'11. 19,465 2% 20,152 2% 22,222 2% 23,413 2"4 24,125 2% 28,146 2"4 
Prepaid Expenses 17,939 2% 15,381 1% 28,721 3% 24,821 3'11. 26,757 3'11. 31,481 3% 29,806 2"4 44,666 4'11. 102,240 9"4 
Other Assets 11,000 1% 0% 0% 2,917 0% 0% 0% 0% 0% 0"4 

Total Current Assets 1,032,271 100% 1,090,679 I~ 905,381 100% 877,852 100% 856,426 100% 1,032,922 100% 1,332,508 100"4 1,019,843 100% 1,134,985 100'11. 

Q!her A&sets 
Plant and Equipment 433,113 447,892 431,8U7 447,388 433,325 440,580 • 438,590 - 432,941 • 731,989 -
Goodwill 
Other 3,000 3,020 3,020 3,000 9l94 10,618 
Total Other Assets 433,113 450,892 43-1,827 -150,408 -136,325 450,37-1 449,208 432,941 731,989 

Total Assets 1,461,38C 1,141,1571 1,340,208 1,328,260 1t292,7151 1,483,296 1,781,716 1,452,784 1,866,974 

Current liabilities 
Accounts Payable 427,130 113% 435,459 79% 736,923 111% 503,390 73% 473,109 77'11. 367,576 61% 332,671 49"4 251,163 71% 458,101 68% 

Accrued ExponM5 87,936 17% 112,-107 21% 17-1,832 19'11. 190,898 27% 142,701 23'11. 68,445 11% 106,190 16% 76,738 22% 84,949 13% 

Contract Payable 158,763 26'11. 124,124 18% 89,485 25% 60,619 9"4 

Income Taxes Pavablo 12,769 2% 112,033 17% i62,o401! 681795 10% 

Total Current Uabililies 515,066 100% 547,866 ,~ 911,755 100% 694,288 tOO% 615,810 ·~ 607,553 100% 675,018 100% 354,985 118% 672,484 100% 

Q!her liabilities 
Provision for Group Hospitalization Adjustment 60,000 133,000 12,000 74,000 193,000 163,587 58,438 

Provision for Medicare Adjustment 78,000 87,111 59,816 62,751 7,493 

Provision for Medicaid Adjustment 7,861 9,000 

Notes Payable (various creditCNS, majority secured) 486,490 295,852 192,100 120,698 84,503 26,166 1,384 90,000 119,75& 

Lease Agrooment Payable (Equipment) 322.500 280,000 280,000 280,000 280,000 280,000 • 280,000 • 305,412 • 299,659 

Bond Payable (8% Interest) Ja8,000 403,500 403,500 3-13,500 319,000 299,500 299,500 299,500 647,770 

Mol1gage Payable 
Advanc:o Depo&ila - Modicwe 53,000 -10,500 63,000 43,000 103,000 98,000 59,000 48,117 

Advance Depo&Hs- Group Hospitalization, Inc. 28,000 59,000 59,000 59,000 elf ell en en 
Funds Held In ESCJow 780 32,302 627 2,356 3,895 4,834 6,143 

Other 300 30,751 12,193 

T olal Other Liabilities 1,236,070 1,225,654 987,727 1,020,554 1,069,509 944,764 815,216 792,156 1.127,494 

Total Liabilities 1,751,136 1,773,520 1,899,<Q82 1,714,842 1,685,319 1,552,317 1,490,234 1,147,141 1,799,958 

Equi1y l285s152l l231,949! l5591274! ,386,582! l3921568! l69,021! 291,482 305,643 671016 

"'-4 Total Liabilities and Equity 114651384 111541.1571 11aco1208 11328,260 11292,761 1,483.296 1,7&1,716 1,4&2,784 11866.974 

~ Nel Working Capital 517,205 542,813 (6,374) 183,564 240,616 425,369 657,490 664,858 462,521 
~ Net Working Capital as % of Operating Revenue 28.-1% 28.2% .0.3% 5.6% 10.1% 107% 15.5% 14.8% 8.4'f'o 
~ 

Change in Working Capital 25,608 (549,187) 189,938 57,052 184,753 232,121 7,368 (202,337) 
N w 
0 

• Adjusted to account for the assets tranafelfed and debl asswned as part of the transaction on July 1, 1971. 

EXHIBIT 
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Jefferson )lemorial Hospital 
Weighted Average Cost of Capital 
Capital Asset Pricing Model 
Valuation Date: June J0.1971 

\ssumptions: I 
Risk-free Rate (20 Year Government Bond • June 30, 1971) 
Pretax Cost of Debt (Moody's Baa Bond Rate· Average 1970) 
Equity Risk Prem1um (Ibbotson Data) 
Small Stock Premium (Ibbotson Data) 
Effective Ta.'( Rate 
Beta 
Alpha 
Long· Term Debt as a o/o of Total Capitalization 
Market Value of Equity as a% ofTotal Capitalization 

, Comparable Company Analysis (See note below) 

National Medical Enterprises 
American Medicorp Inc. 
Humana Inc. 
HCA Hosp Corp of America 

Average 

Relevered Beta Analysis 
Beta (Unlevered) 
DIE 
Tax Rate 

Beta (Relevered) 

Weighted Average Cost of Capital 
Cost of Debt [Baa • (1 • t)] = 
Cost of Equity [ RI+ b (Rp) +Ssp +A]= 

Dec. 1975 
Beta 
~ 

1.76 
1.52 
1.24 
l.f?5 

1.54 

1.08 
0.72 
0.40 

1.50 

lldn 
17.233 
89.415 
77.008 
60.359 

5.5% 
25.0% 

Rf= 6.41% 
i = 9.11% 
Rp"" 8.73% 
Ssp= 5.52% 
t = 40.00% 
B 1.50 
A 0.00% 
D 42.00% 
E = 58.00% 

Total Debt/ Debt/ 
~ C.apiral ~ CApiLa1 

32.281 49.514 53.4% 34.8% 
97.092 186.507 92.1% 479% 
71.010 148.018 108.4% 52.0% 

124.094 184.453 48.6% 32.7% 

72.0% 42.0% 

: ReleveriDg Calculations 
Unlevcrcd Beta = Beta (Observ) I ( 1 + DIE ( 1 • t ) 
Relevered Beta= Unlevcrcd Beta • [ 1 +DIE ( 1 • t )] 

Weighting 
42.00AI 
58.0% 

!Rounded 

WACC 
2.3% 

14.5% 

16.8% 

17.0% I 

Exhibn VI 

Tax Unlevcr. 
~ &!a 
40.0% 1.33 
40.0% 0.98 
40.0% 0.15 
40.0% 1.28 

1.08 

!'llote: Company fmancial infonnation is based on Compustat data as of December 31. 1970. 
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VIRGINIA: 

IN THE CIRCUIT COURT OF THE CITY OF ALEXANDRIA 

) 
COrvtMONWEAL TH OF VIRGINIA, ex rel. ) 
JAlvfES S. GIL;\tiORE, ) 

A TTOR.!'IEY GENERAL OF THE ) 
~ COMMONWEALTH OF VIRGINIA, ) 

) ~ CHANCERY NO. CH9SOS16 
) 

Complainants, ) 

) 

~ V. ) 
) 

LASZLO N. TAUBER, SAMUEL ) 
BURTOFF, MICHAEL A. CORRADO. ) 
DAN J. FERIOZI. IRWIN S. ·FREEDMAN, ) 
LESLIE P. GONDOR, REGINALD P. ) 

~ MCMANUS, LESLIE L. PETERS •. ) 
MAGDOLNA A. IRANYI, AND JAMES ) 
H. SCULLY, ) 

) 
Respondents. ) 

~ ) 

REPORT OF ARTHUR H. COBB 

QUALIFICATIONS 

Cobb & Associates, Ltd., a professional corporation, has been retained by Baker & Hostetler 

to ~sist representation of Respondents in the above matter. 

EXHIBIT 
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I am president of Cobb & Associates, Ltd. with offices at 4010 IDS Center, Minneapolis. 

Ylinnesota 55402, and have had primary responsibility for this engagement. Cobb & Associates, 

Ltd. practices in the areas of litigation support and capital fmanc~. I was a partner in Pea4 Marwick, 

Ylitchell & Co .. nov.; KP~1G Peat ~taiVt·ick, and was a member of the professional staffs of other 

public accounting and management consulting firms. I was an Assistant Professor in the Department 

of Accounting at the University of Minnesota and a Teaching Assistant and Research Assistant at 

the University of Iowa. (A copy of my resume is attached hereto.) 

Since 1974, I have been engaged in providing professional services in financial matters, with 

particular experience in the health care industry. I have conducted engagements regarding analysis 

of physician staffs, demarid for services, competitive factors, fmancial operations and prospective 

operations of general-acute hospitals. I have analyzed the historical progress and development of 

general acute facilities in various metropolitan areas. I have conducted economic feasibility studies 

and analysis of debt capacity. 

I have assisted preparation and presentation of Certificate of Need (Certificate of Public 

~eed) applications. I have conducted engagements regarding corporate stnleture and establishment 

of for-profit and not-for-p~fit health care corporations. I am familiar with and have advised Boards 

of Trustees and Boards of Directors regarding SOl (c)(3) status. 

I have been involved in numerous valuations of the fair market value of businesses in various 

industries to support merger, acquisition, divestiture, corpo_!ate planning and securities disputes. I 

have presented seminars regarding valuation of equity interests for industry and professional groups. 

In the area of litigation support, I have been retained to assist representation of plaintiffs and 

defendants in a number of litigated matters and have offered testimony in state and federal courts. 
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ANALYSIS 

I have made a preliminary estimate of the fair market value of Jefferson Memorial Hospital, 

Inc. (ThiHI) as of June 30. 1971, and of equity in Jefferson Memorial Hospital Corporation (RvfHC) 

as of April 18. 1973 and January 29. 1975. I have conducted a preliminary analysis of the operations 

and financing of Jefferson yfemorial Hospital. I have also conducted a preliminary analysis of 

transactio.ns benveen JMHI and King Street Joint Venture or Jefferson Nlemorial Hospital 

Associates, between .JMHI and Jefferson Memorial Hospital Corporation, and between JMHC and 

Jefferson Memorial Hospital Joint Venture. 

~1y analysis is ongoing and may require consideration of additional documents and 

information, including documents and information in the possession or control of Complainants. 

Complainants have not yet set forth specific claims, therefore, my analysis does not include 

rebuttal to specific analysis, or opinions and the basis and reasons for opinions which Complainants 

may set forth. 

SUMMARY OF 
OPINIONS TO BE EXPRESSED AND THE 

BASIS AND SEASONS THEBEFOBE 

-BACKGROUND 

Kin1 Street Jojnt Venture 

King Street Joint Venture (KSJV) acquired certain parcels of land by purchase or lease during 

the 1960's and constructed Jefferson Memorial Hospital. Construction was financed without 

government (Hill Burton) or community funding. Jefferson Memorial Hospital was leased to 

Jefferson Memorial Hospital, Inc. 

3 

J.APP. 4234 



Jeffenog Memorial Hospital Associates 

Jefferson Memorial Hospital Associates (JMHA) was a successor to King Street Joint 

Venture. 

Jefferson ~lemorial Hospital. Inc. 

Jefferson Memorial Hospital, Inc., a Maryland corporation, (JMHI) was incorporated on or 

about ~farch 13, 1963. In August 1964, JMHI had as its purpose "To establish and maintain a 

hospital center and adjuncts convenient and necessary for its proper administration; to receive and 

administer funds for scientific. educational, charitable purposes, all for the public welfare, and for 

no other purposes ... " No part of the net income of JMHI was to inure to the private benefit of any 

individual. In the event of dissolution of JMHI, all net assets after payment of all bills and expenses 

of dissolution were to be distributed for such purposes as specified in Section 501 (C) of the Internal 

Revenue Service Code of 1954 and were not to be distributed to any members of JMHI. 

Facilities 

JMHI operated a 120 bed general acute hospital, Jefferson Memorial Hospital (the Hospital), 

at 4600 King Street in Alexandri~ Virginia. J"he Hospital was constructed in 1964 and 1965 with 

96 beds and was expanded to 120 beds in 1968. JMHI did not own the Hospital building, all of the 

land or all of the equipment used in operation of the Hospital but leased the Hospital building, 

certain land and certain equipment. 

JMHI leased the original Hospital building for 40 years commencing on January 1, 1966 with 

an option to renew for an additionall9 years. Annual rent was $80,940 with a provision that on each 

tenth anniversary of the commencement date of the lease the annual rate could be adjusted by a 

fonnula based on the wholesale price index. Under the terms of the lease JMHI paid all 
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maintenance, insurance and taxes on the property. 

J~1HI separately leased the 24-bed addition to the Hospital which was completed in 1968. 

No final leasing agreement had been entered into as of June 30, 1971, however, JMHI expected to 

pay and accrued S 11.232 per annum for lease payments. 

JN!HI had two leases for the greater portion of land underlying the Hospital building and site. 

One land lease was for 99 years commencing January 1, 1966 \\lith annual rent of $15,600 with a 

provision that on each tenth anniversary of the lease commencement date the annual ~~nt could be 

adjusted by a formula based on the wholesale pri~e index. The second land lease was for 99 years 

commencing January 1, 1966 with annual rent of $2,406.80. 

JMHI leased certain hospital equipment. The lease was for 10 years commencing January 

2, 1966, at which time the equipment was to be contributed to JMHI. The annual rent was $17,500 

for the first two years; S2s-,ooo for the second two years; and $42,500 for the subsequent. six years. 

No curtailment ofthis liability was made by JMHI from 1968 through June 30, 1971. In addition 

to the annual rental, the Hospital was to provide and pay all maintenance, repairs, taxes and 

insurance on the equipment. Lease equipment was entered on the books of JMHI at· the value 

detennined by Marshall and Stevens, Incorporated. 

Medical Staff and Emplgyees 

The Board of Directors of JMHI and JMHC and senior management of the Hospital were 

. comprised of members-of the Hospital's medical staff. Medical staff physicians focused primarily 

on their individual practices and did not maintain .pace with the rapidly changing and increasingly 

sophisticated hospital industry. 

The Hospital did not enjoy strong administrative or financial management. 
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Servjce &ea 

Jefferson Memorial Hospital's primary service area included the City of Alexandria and 

Arlington County. Jefferson ~temorial Hospital's secondary service area included Fairfax County. 

The 1970 and 1980 population of the City of Alexandria: Arlington County; Fairfax County; 

\Vashington, D.C. Metropolitan Area; and the Commonwealth of Virginia are as follows: 

Percent 
ma Chanae 

frimm s~~i~~ 8.1:~1 
City of Alexandria 110,938 103,217 (7.0)% 
Arlington County 174 28~ 1~2.~22 (12.4) 

Total Primary Service Area 285,222 255,816 (10.3) 

s~~gndm S~i~~ Area 
Fairfax County 455,021 596,901 31.2 

Commonwealth of Virginia 4,651,000 5,347,000 15.0 

Washington, D.C. Metropolif:lll Area 3,040,000 3,251,000 6.9 

Source: United States Department of Commerce, Bureau of the Census 

Competitive Hospitals 

Jefferson Memorial Hospital competed with general acute care hospitals located in the City 

of Alexandria, Arlington County and Fairfax Cowtty, including hospitals which were larger and 

which provided a broader range of services. The number of beds, admissions and percent occupancy 

~-
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reported for 19717 1973 and 1975 for general acute hospitals in the Hospital's primary and secondary 

service areas are summarized as follows: 

1971 19?J )97~ 
Occupancy Occupancy Occupancy 

~ ~ Admissions Perc em fJ.S5li ,\dmissjons Percent ftW Admjssjons Percent 
l::itv •2f ~~e~iYJ!;I[ia 

Jefferson ~lemorial Hospital 119 5.065 s ... o•t. 119 5.092 ':'9.0 119 .&.819 ""8.! 
Alexandria Hospatal 330 l·US"' 80.9 337 1-'.383 81.0 34"' 13.87S 7$.3 

Circle Terrace Hospital 127 5.058 82.7 127 5.243 84.3 124 4.887 -:"8.0 

~rl in~ns:~n 'QU!lr£ 
Arlington Hospital 266 9.349 8S.S 268 9.094 76.1 325 10.028 76.1 
~ational Orthopedic and 

Rehabilitation Hospital 126 2.777 1S 4 128 3.130 82.8 141 3.518 ii 3 
~orthem Virginia Doctors Hospital 267 ..lii2 75.3 ....1ll ...ll.l2 73.8 _m ..1m il 5 

Subtotal 1.23S 44,562 1.2-'6 46.258 1..320 45,756 
Fai!f!J.'S 'QU[]Il( 

Commonwealth Doctors Hospital 80 3.810 90.0 131 4.716 72.9 131 5.873 75 6 
Fairfax Hospital ....12! .L2J.:!§. 86.6 _!li llJ.ll 84.8 ~ ~ 82.1 

Subtotal 574 22.956 71S 30.253 747 33.292 

Total :bW ~ w ~ :W ~ 
Source: American Hospital Association 

Jefferson Memorial Hospital admissions increased .5 percent from 57065 in 1971 to 5,092 in 1973 

and decreased 5.4 percent from 57092 in 1973 to 4,819 in 1975. Admissions in the primary service 

area increased 2.7 percent and total admissions increased 17.1 percent from 1971 through 1975. The 

Hospital's shares of admissions decreased from approximately 7.5 percent (5,065/67,518) in 1971 

to approximately 6. 7 percent (5,092 I 16,511) in 1973 and to approximately 6.1 percent 

(4,819/797048) in 1975. Alexandria Hospital, Arlington Hospital and Fairfax Hospital added 195 

beds {147 59 and 122 respectively) from 1971 to 1975. Alexandria Hospital relocated from a 

downtown Alexandria location to a new facility approximately 3.5 miles west of downtown. 

Circle Terrace Hospital was acquired by Hospital Corporation of America (HCA) during late 

1972 . HCA acquired the operations, property, plant and equipment of Circle Terrace Hospital for 

stock of HCA, valued at approximately $3,800,0007 before illiquidity discount Circle Terrace 
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Hospital number of beds, admissions and occupancy percent for 1971 and 1972 are summarized as 

follows: 
Occupancy 

Beds Admissions Percent 

1971 127 5.058 82.7o/o 
1972 124 5.300 85.0 

Source: American Hospital Association 

Circle Terrace Hospital admissions increased 4.8 percent and occupancy percent increased from 82.7 

percent to 85.0 percent (83.0 percent calculated b~ed on 127 beds) from 1971 to 1972. (Jefferson 

Memorial Hospital admissions increased 3.0 percent and occupancy percent decreased from 84.0 

percent to 81.5 percent from 1971 to 1972). 

No representatives or agents of HCA or any other health care corporation inquired regarding 

acquisition of Jefferson Memorial Hospital. 

The shares ofHCA stock were "restricted" and, therefore, the value of the shares was subject 

to a discount for illiquidity. Publicly traded corporations often issued restricted stock for 

acquisitions. Restricted securities were often purchased at a discount, frequently substantial, from 

the market price of outstanding unrestricted securities of the same class. This reflects the fact that 

securities which cannot be readily sold in the public market place are less valuable than securities 

which can be sold. 

Insurnnce and Me<ficare 

Most private insurance carriers, other than Blue Cross, reimbursed their policy holders or 

made direct payments to hospitals for charges at rates specified in their policies. The patient 

rerJ;ained responsible to the hospital for any difference between the insurance proceeds and the total 
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charges. Virginia Blue Cross was administered under contracts with hospitals providing for payment 

under a fonnula based on cost of services, but only charges for those additional services not covered 

by Blue Cross policies could be collected from patients. 

~ tedicare made payments to participating hospitals under a cost reimbmsement plan. t: nder 

the ~ledicare program in the early 1970's, hospitals were paid the allowed direct and indirect costs 

(including depreciation and interest) of the services furnished and a percentage pre-tax return on net 

equity capital (as defined under Medicare) invested and used in the provision of patient care. 

Medicare payments were made periodically on the basis of estimated costs and were subject to 

adjustment on the basis of actual costs as reported annually. Such annual reports ~ere subject to 

government audit which CQ~d result in adjustment of payments. Patients were not responsible for 

any differences between the hospital's normal charges for services covered by Medicare and the 

amounts reimbursed to the hospital for Medicare services. 

A bill (HR-17550) passed the House of Representatives and the Senate and was pending in 

a joint Senate-House conference committee at the close of the 91st Congress. In early 1971, it was 

anticipated that similar legislation would be introduced in the 92nd Congress. HR-17550 would 

have empowered the Secretary of Health, Education and Welfare to exclude from reimbursable costs 

certain incurred hospital costs which he determined to be unnecessary to efficient delivery of health 

services. Furthermore, hospitals participating in Medicare and Medicaid would have been required 

to obtain the approval (Certificate of Public Need) of a regional planning agenc~ ~or proposed capital 

expenditures (whether to be owned or leased) in order to include as a reimbursable cost any amount 

attributed to depreciation, interest on borrowed funds or a return on equity capital related to such 

capital expenditure. 
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Hospitals participating in Medicare and Medicaid, including Jefferson Memorial Hospital 

were required to obtain approval (Certificate of Public Need) from the designated planning agency 

for capital expenditures in excess of S 100.000 after January 1, 1973 under the provision of Public 

Law 92-603. 

Financial Operations 

.fl\,fHI's Statements of Income for the years ended October 31, 1968, 1969 and 1970 and for 

the eight month period ended June 30, 1971 are summarized as follows: 

Eight Months 
Years Ended Ended 
Q~agbs=I ll June 30, 

.129 .W2 1212 .llll. 

Revenue from Services to Patients S2.091,07S 2,637,578 3,706,947 2,816,164 
Other Operating Income ~z 6Z~ l6 ~62 33 ZZ2 "6 ~~~ 

Revenue from Services to Patients 2,143,747 2,674,147 3,740,726 2,842,622 

Deductions from Revenue ~~u ~ll 341 22Q 4431~~ 428.48l 
Total Net Operating Revenue 1,922,134 2,332,157 3,296,864 2,374,139 

Operating Expenses I 942.295 Z.SZ2 llQ l 1'1 Q~Z z ~86 ~48 
Net Operating Income (Loss) (20,861) (196,973) 175,797 87.-'91 

- Other Income and Expense l6 ZZQ "6 Z21 (l6Q~l (l~ 2Z~l 
Income (Loss) Before Income Taxes 15,359 (170,682) 172,192 51,565 

Income Taxes -- --Net Income (Loss) $ IS 359 (179 862) J72 192 ~ 

Deductions from revenue (contractual allowance, non-contractual patients, employees and 

professional courtesy and uncollectible accounts) totalled $1,475,948 during the forty-four months 

from November I, 1967 through June 30, 1971 and increased from $221,613 or 10.3 percent of 

revenue from services to pati~nts in fiscal year 1968 to $468,482 ($702, 724 annualized) or 16.5 

percent of revenue from services to patients in the eight months ended June 30, 1971. Taxes on land 

and building totalled $102,834 during the forty-four months from November I, 1967 through June 
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~-

30, 1971. Due to generation of a cumulative deficit and operating loss carryforwards no federal 

taxes on income were due through June 30, 1971. From inception through June 30, 1971 NHI 

experienced cash flow problems. 

From inception through June 30. 1971 JMHI did not generate cumulative net income but 

generated a cumulative deficit (annual net losses exceeded annual net income). 

JMHI's Balance Sheet as of June 30, 1971 is summarized as follows: 

Cash 
Accounts Receivable (Net) 
Other Receivables 
Inventories 
Plant and Equipment (Net) 
Other Assets 

Total Assets 

s 56,247 
741,431 

11.839 
20,152 

433.325 
29 757 

$1 292 751 

Liabilitjes and Qeficit 

Accounts Payable 
Accrued Expenses 
Provision for Contractual Adjustments 
Notes Payable 

s 473.109 
142.701 
280,111 

84,503 
280,000 
319.000 
105 895 

Lease Agreement 
Bond Payable 
Advance Deposits and Escrow 

Total Liabilities 
Deficit 

Total Liabilities and Deficit 

Sl.685,319 
(392 568) 

$1 292 751 

Plant and equipment (net) includes fixed assets owned by JMHI and does not include the Hospital 

building. Further, JMHI did not own all of the land or all of the equipment used by the Hospital. 

JMHI was unable to maintain working capital (current assets minus current liabilities) equal to two 

months of operating expenses. 

JrviHI issued bonds and notes to finance operations. Bonds bearing interest at eight percent 

were issued to certain physician members of the Hospital's medical staff and of JMHI's board. 

Certain of JMHI's notes were guaranteed by membeiS of the Hospital's medical staff and of JMHI's 

board. 

From inception through June 30, 1971, JMHI did not generate cwnulative net income but 

generated a cwnulative deficit (annual net losses exceeded annual net income) and reported liabilities 
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greater than assets, or negative assets, of $392,568. From inception through June 30, 1971, JMHI 

did not make any distributions to members of the Board of Directors or to other parties. 

Debt Capacitv 

.n.-fHI's deticit or surplus available for debt service, before working capital requirements or 

capital expenditures, is estimated as follows: 

Years Ended 
Q~IQg~[ 31 • 

.l.2Z.Q ill.l. 

Net Income $172,192 51,565 

Depreciation 28,626 21,747 
Interest Expense 42.826 3~.220 

Available for Debt Service 243.644 108.302 

Interest Expense 42,286 34,990 
Curtailment of Notes Payable 111,402 36,195 
Retirement of Bonds Payable 90.500 24.~QO 

Debt Service 244.728 25.685 

(Deficit) Surplus $ (1,084) l,.giZ 
Debt Service Coverage ~ 1.1~'" 

JMHI did not generate amounts from operations through Jwte 30, 1971 to support debt service 

(payment of principal and interest) on additional debt. JMHI reported plant and equipment. 

(including leased plant and equipment) net of accumulated depreciation of $433,325 as of June 30, 

1971. JMHI did not have substantial fixed assets to pledge as collateral against loans. 

JMHI did not have ttte financial capacity to take on additional debt to fund operations or 

substantive capital expenditures, including ~quip_ment purchases or construction. 

Income Taxes 

The Internal Revenue Service (IRS) issued a ruling dated January 27, 1967 which held that 
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Th1HI was exempt from Federal income tax under the provisions of Section 501 (a) of_the Internal 

Revenue Code of 1954 as an organization described in Section 501 (c)(3). In January 1972 the IRS 

notitied JyfHI that the IRS had reconsidered the ruling dated January 27, 1967 and revoked the 

ruling. Revocation of the ruling was retroactive to the year beginning November 1, 1965. J?v1HI 

decided not to contest revocation of the ruling. 

The Commonwealth of Virginia did not rule and did not declare JMHI exempt from state 

income taxes. 

Acguisition and Dissolution 

On July 1, 1971 JMHI entered a plan and agreement of reorganization for merger with 

JMHC. The economic substance of the merger was that JMHC would receive all of the net assets 

(assets and liabilities) of JMHI as of June 30, 1971 for issuance of 5,000 shares of JMHC stock. 

The transaction was not conswnmated as a merger, although the assets and liabilities of JMHI were 

acquired by JMHC as of June 30, 1971. 

Th-1HI was dissolved by the State of Maryland on or about April 18, 1973. 

Jefferson Memorial Hospjtal Cor:poratiog 

Jefferson Memorial Hospital Corporation, a Delaware corporation (n&IC) was incorporated 

on or about June 3, 1971. JMHC had as its purpose "To establis~ maintain and conduct a hospital 

for the treatment, care and relief of sick, infirm and injured persons; for the care and treatment of 

maternity cases; and for the study of the cause, nature, prevention and care of diseases and the 

dissemination of knowledge relating thereto, and the erection, equipment and maintenance of all 

building and laboratories necessary or incidental thereto ... " 
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On July 1, 1971 JMHC entered a plan and agreement of reorganization for merger ~ith 

J~HI. The economic substance of the merger was that JMHC would receive all of the net assets 

(assets and liabilities) ofJMHI as of June 30. 1971 for issuance of 5.000 shares of RvfHC stock. In 

late 1974 ~1HC discovered that the merger had not been formally effected and that 5,000 shares of 

JMHC stock had not been issued. .-\s a resul~ in January 1975 there was a formal confmnation of 

the transfer of assets and liabilities which had been accomplished as of June 30, 1971. JMHC and 

JMHI had conducted all business operations based on the June 30, 1971 transfer of assets and 

liabilities. 

On July 1, 1971 RvffiC entered an agreement with~ the partnership whose main source 

of income was from the rental of the Hospital, whereby all of the net assets (assets and liabilities) 

of JMHA would be acquired for an exchange of240,000 shares of stock of JMHC. 

Financial Operations 

JMHC's Statements of Income for the years ended June 30, 1972, 1973, 1974 and 1975 are 

summarized as follows: 
Years Ended 

lYD' JQ 
.1m illl ~ .Lm. 

· Revenue from Services to Patients $4,454,092 4,749,445 5,337,784 6,303.817 
Other Operating Income 4Z.Z61 42.1U 44121 4g.~g 

Revenue from Services to Patients 4,501,860 4,794,560 5,482,675 6,349,863 

Deductions from Revenue 2l2 Z4g 2412~2 12g 2lZ 827JJ7 
Net Operating Revenue 3,966,114 4,246,035 4,485,738 5,492,526 

Operating Expenses l g82.Z~I l2Q~.221 ~ 322 ~21 2 ~12 ZQZ 
Net Operating Income 276.393 343,037 90,530 276,819 

Other Income and Expense (22 gl§.l £71 'l2l (Z~ Z2ll (72 gUll 
Income Before Income Taxes 220,778 264,807 15,737 197,209 

Income Taxes 12.769 124 833 ~ 14 Z2~ 
Net Income $ "98 009 !39 974 10 388 122 414 
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Deductions from revenue (contractual allowance, non-contractual patients, employees and 

professional counesy and uncollectible accounts) totalled $2,838~545 during the fony-eight months 

from July l. 1971 through June 30. 1975 and increased from $535.746 or 11.9 percent of revenue 

from services to patients in tiscal year 1972 to $857,337 or 13.5 percent of revenue from services 

to patients in fiscal year 1975. 

JMHC's 1971 US Corporation Income Tax Return Form 1120 for the fiscal year ended June 

30, 1972 reported pre-tax earnings of $232,157 (taxable income of $219,388 plus state income taxes 

of S 12, 769). 

During 1972 and 1973 JMHC experienced inconsistent physician support, disagreement 

between physician board members. and cash flow problems. 

During 1974 and 1975 JMHC experienced inconsistent physician support, increased 

disagreement between physician board members, and cash flow problems and was in default on 

certain debts. 

JMHC's Balance Sheet as of June 30, 1973 is summarized as follows: 

Cash S 97,344 
Accounts Receivable (Net) _1, 154,964 
Other Receivables 26,981 
Inventories 23,413 
Propeny, Plant and Equipment (Net) 987,458 
Goodwill (Net) · 364.048 
Other Assets 40 424 

Total Assets $2 694 632 
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Liabilities and Capital 

Accounts Payable 
Accrued Expenses 
Provision for Contractual Adjustments 
Notes Payable 

s 332.671 
106,190 
130,189 
604,516 

Contracts Payable 
Income Taxes Payable 
Bonds Payable 
Advance Deposits and Escrow 

Total Liabilities 
Capital 

Total Liabilities and Capital 

124.124 
112.033 
299.500 
104 143 

$1,813.366 
881 266 

$2 694 632 
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JMHC's Balance Sheet as of June 30. 1975 is sununarized as follows: 

Cash S 2-'.002 
Accounts Receivable (~et) 953.069 
Other Receivables 27,528 
Inventories 28 .. 1~6 
Property. Plant and Equipment (Net) 1.227.947 
Goodwill (Net) 341.295 
Other Assets 1 02 240 

Total Assets $2.704 "27 

Liabilities and Capiral 

Accounts Payable 
Accrued Expenses 
Notes Payable 
Income Taxes Payable 
Mortgage Payable 
Bond Payable 
Advance Deposits and Escrow 

Total Liabilities 
Capital 

Total Liabilities and Capital 

s 4~7.223 
8~.949 

119,755 
68,795 

508.239 
647.770 
151 466 

$2,028.197 
676 030 

S2 704 227 

Property, plant and equipment (net) includes fixed assets owned by JMHC acquired directly or 

acquired from JMHI and JMHA (including the Hospital building, all land and all equipment used 

by the Hospital). Goodwill in the amount of $386,804 as of June 30, 1971, was acquired in the 

purchase of JMHA ($364,048 as of June 30, 1973 and $341,295 as of June 30, 1975, after 

amortization.) JMHC was unable to maintain working capital (current assets minus current 

liabilities) equal to two months of o~rating expenses. 

Th1HC's Statements of Retained Earnings (Deficit) for the years ended June 30, 19?2. 1973, 

1 97 4 and 1975 are summarized as follows: 

Retained Deficit July I, 1971 
Net Income Fiscal Year 1972 

Retained Deficit June 30, 1972 
Net Income Fiscal Year 1973 

Retained Deficit June 30, 1973 
Net Income Fiscal Year 1974 

Retained Deficit June 30, 1974 
Net Inco~e Fiscal Year 1975 
Redemption of Shares 

Retained Deficit June 30, 1975 

$ (412,620) 
208.009 

(204,611) 
139.974 
(64,637) 
10.388 

(54,249) ~ 

--122,414 
(119.992) 

$ (51,827) 

(Retained deficit was reported within Capital on JMHC's Balance Sheets.) 

From inception through June 30, 1973, JMHC did not generate cumulative net income but 
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generated a cumulative deficit (annual net losses exceeded annual net income) and reported negative 

retained earnings of$64,637 at June 30, 1973. From inception through June 30, 1973, JMHC did 

not make any distributions to members of the Board of Directors or to shareholders. 

Through June 30, 1975 JMHC reported a retained deficit, or negative retained earnings, of 

$51.827, however. before redemption of shares, June 30, 1975 retained earnings was a positive 

$68.154. From inception through June 30, 1975, JMHC did not make any distributions to members 

of the Board of Directors or to shareholders. 

Debt Capacity 

~tHC's surplus or deficit available for debt service, before working capital requirements or 

capital expenditures, is estimated as follows: 

Years Ended 
QSitQil;[ 31 

1m .l21l ~ 1975 

Net Income $208,009 139,974 10,388 122,414 

Depreciation and Amortization 78,346 80,914 83,771 96,224 
Interest Expense 23.812 76.S6Q Z6.423 71.4Q4 

Available for Debt Service 380.227 297.448 tzo.ssz 220 042 

Interest Expense 78,346 76,560 76,423 71,404 
Curtailment of Mortgage and 

Notes Payable 99,151 68,113 67,350 128,927 
Curtailment of Contracts Payable 2~.~33 34.632 34632 J6.JS9 

Debt Service 201 930 179 Jl2 178.412 236 690 

Surplus (Deficit) ~J71.,2Z III.IJ~ ,Z.§Jgl ~~ ~~' 
Debt Service Coverage I IIJX I ~~2X ~ L'"~X 

JMHC did not generate amounts from operations during the years ended June 30, 1972, 1973, 1974 and 

1975 to support debt service (payment of principal and interest) on substantial amounts of additional 
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debt JMHC reported property, plant and equipment. net of accumulated depreciation of$987.458 and 

$1.227.947 as of June 30, 1973 and 1975, respectively. The Hospital building and land was 

encumbered as security against outstanding debts and, therefore, J~tHC did not have substantial fixed 

assets to pledge as collateral against loans. 

~IHC did not have the financial capacity to take on additional debt to fund substantial capital 

expenditures. including equipment purchases or construction. 

AcQuisition 

On July 1, 1975 JMHC entered an agreement with Jefferson Memorial Hospital Joint Venture 

(JMHN) whereby all of the land and buildings owned by JMHC would be acquired by JMHN for the 

sum of $240,000 and the assumption of the existing mortgage payable in the amount of $508,239. 

JMHC had remaining total assets of$1,374,985 (reported total assets of$2,704,227; less the net book 

value of property, plant and equipment of$1,227,947; plus cash of$240,000; and less net goodwill 

acquired in the purchase of property, plant and equipment from JMHA of $341 ,295) and total liabilities 

of $1,.519,958 (reported total liabilities of $2,028,197 less $508,239 of assumed mortgage payable), 

indicating that all value of JMHC's assets would be to the benefit of JMHC's creditors with no 

remaining equity. 

VALUATION 

Fair market value is understood to be the pri~~ at which property would change hands between 

a willing buyer and a willing seller when the fonner is not under compulsion to buy and the latter is not 

under compulsion to sell, both parties having reasonable knowledge of the relevant facts. 
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In estimating fair market value of Jefferson Memorial Hospita1, Inc. and equio/ in Jefferson 

~femorial Hospital Corporation, the following have been considered: 

The nature and the history of JMHI and JMHC; 

The economic outlook in general and the condition and outlook of the general acute 
hospital industry; 

The book value (stockholders' equity) and the financial condition of JMHI and J~IHC; 

The historical and prospective earning capacity of JMHI and JMHC; 

The dividend-paying capacity of JMHI and JMHC; 

Goodwill or other intangible value; . 

Sales of stock and the size of the block of stock to be valued; and 

The market price of corporations engaged in the same or similar line of business. · 

Estimations of fair market value were based on methods summarized as follows: 

Cost Approac~ ·Net Asset Value-

Valuation by net asset value (deficit or capital) is estimated 
under the assumption that the measure of value of the company 
would result from the company's existing assets. 

Market Approach, Analysis of Comparable Transactions • 

Valuation by analysis of comparable transactions is estimated by 
identifying certain comparable companies for which infonnation 
is publicly available, analyzing prices paid in recent anns-length 
transactions for equity in comparable businesses or in the instant 
business; and 

Income Approach, Capitalization and Discounted Cash Flow· 

Valuation by capitalization of a representative measure of 
economic benefit for some period may provide a starting point 
for valuation. Capitalization rates may be applied to historical, 
current, normalized or prospective measures of economic 
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benefit. The capitalization rate reflects the expected returns 
sought by investors. 

Valuation by discounted cash flow incorporates the concepts of 
present value analysis and is generally calculated by taking the 
sum of the present value of prospective cash flows and residual 
value. The discount rate used represents consideration of risk­
free rate of return and risk premium to adjust for perceived risk 
of investment in the company and expected returns sought by 
investors. Valuation by discounted cash flow is based on the 
assumption of continuation of business as a going concern. 

Valuatjon of .JMID As Of Juge 30. 1971 

As of June 30, 1971 ThiHI owned the Hospital operations, certain land, and certain 

equipment used by the Hospital. From inception through June 30, 1971, JMHI generated a 

cumulative deficit and experienced cash flow problems. 

Net Asset Value 

Valuation by net asset value (deficit) is estimated under the assumption that the measure of 

value of a company would result from the company's existing assets. JMHI did not own the Hospital 

building and did not own all of the land or all of the equipment used by the Hospital. JMHI financial 

statements reponed a deficit of $392,568 as of June 30, 1971, indicating that all value of JMHI's 

assets would be to the benefit of JMHI's creditors with no remaining equity value. 

Analysis of Comparable Transactions 

Valuation by analysis of comparable transactions requires identification of comparable 

companies for which information regarding the value of the companies or equity interests in the 

companies and regarding the financial position and operations of the companies is publicly available. 

Corporations owning and operating general acute hospitals and other health care related 
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businesses were identified and, although not comparable for purposes of direct valuation, d~ta 

regarding purchases of individual general acute hospitals was analyzed. 

Publicly-held hospital corporations reponed acquisitions of hospitals during 1971. Publicly­

held hospital corporations generally sought acquisition of hospitals with demonstrated potential for 

expansion. with excess propeny in expanding areas, and with implied profit enhancement. 

Jefferson Memorial Hospital had expanded from 96 to 120 beds in 1968 and was operating 

at approximately 84.0 percent occupancy in 1971. (The highest percent occupancy of any of the six 

general acute hospitals in the primary service area, except for Arlington Hospital.) JMHI had no 

plans for expansion and did not generate amounts from operations through June 30, 1971 to ·finance 

expansion or to support debt service on additional debt to finance expansion. JMHI did not own 

excess property and the population in the Hospital's primary service area decreased 10.3 percent 

from 1970 to 1980. WHI generated a cumulative deficit through June 30, 1971 and generated 

income before income taxes and net income of $172,196 during the year ended October 31, 1970, 

or 4.6 percent of revenue from services to patients, and generated income before income taxes and 

net income of$51,565 during the eight months ended June 30, 1971 ($77,348 annualized), or 1.8 

percent of revenue from services to patients. 

Analysis of purchases of individual general acute hospitals indicates that as of June 30, 1971 

JMHI was not an acquisition candidate and was not comparable to the acquired hospitals. 

JMHC ~rted the value of$1,392,818 for the 245,000 shares of ~C related to the June 

30, 1971 transactions with JMHA and with JMHI. This indicates a value of 5,000 shares, before 

discounts related to the position as a minority shareholder and related to ~iquidity, of $28.425 

($1,392,818 I 245,000 X 5,000). 
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Capiralimtion 

Valuation by capitalization of a representative measure of economic benefit for some period 

may provide a starting point for valuation. Capitalization rates ·may be applied to historical, curren~ 

normalized or prospective measures of economic benefit. The capitalization rate reflects the 

expected returns sought by investors. 

From inception through June 30, 1971, JMHI did not generate cumulative net income but 

generated a cumulative deficit (annual net losses exceeded annual net income). JMHI reported net 

income of $172, 192 for the year ended October 31, 1970 and $51,565 for the eight months ended 

June 30, 1971. However, net income was consumed by payment of notes and bonds payable, capital 

expenditures and refunds of advance deposits. Prospective economic benefits were estimated based 

on prospective cash flows which indicated no economic benefit. 

The capitalization rate represents consideration of risk-free rate of return and risk premium 

to adjust for perceived risk of investment in JMHI and expected returns sought by investors. 

Capitalization of various measures of economic benefit indicated no acquisition value for 

JMHI as of June 30, 1971. 

Discounted Cash Flow · 

Valuation by discounted cash flow incorporates the concepts of present value analysis and 

is generally calculated by taking the sum of the present value of prospective cash flows. The 

discount rate used represents consideration of risk-free rate of rerum and risk premiwns to adjust for 

perceived risk of investment in the specific company. 

Prospective cash flows (prospective revenue from services to patients, less prospective 

deductions from revenue, less prospective operating expenses, less prospective other income and 
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expense, plus prospective depreciation expense and less prospective capital expenditures) were 

estimated under various scenarios. Prospective capital expenditures were estimated to exceed 

depreciation expense, due to ongoing renovations and remodelings and due to the requirements to 

acquire new medical equipment. Consideration was given to the historical operations of the 

Hospital, the Hospital's medical and administrative staff, population in the Hospital's service are~ 

competitive hospitals in the Hospital's service are~ changes in consumption expenditures for 

medical services, changes in the consumer price index for medical care services and other factors. 

Prospective cash flows and residual values were discounted to present value at discount rates based 

on then current rates on municipal bonds and on equity investments. 

The various scenarios indicated no acquisition value for JMHI as of June 30, 1971. 

Conclusion 

As of June 30, 1971, Th.fHI would have bad no acquisition value. After discounts related to 

the position as a minority shareholder and related to liquidity, 5,000 shares of JMHC stock would 

have had no acquisition value. 

A plan and agreement of reorganization for merger whereby all of the net assets of JMHI as 

of June 30, 1971 would be exchanged for 5,000 shares of stock of JMHC was reasonable. 

Valuatjon of JMHJ and JMHC 11 of Apri118. 1973 <June 30. 1973l 

The Hospital's admissions increased .5 percent from 5,065 in 1971 to 5,092 in 1973, while 

admissions in the primary service area increased 3.8 percent (from 44,562 to.46,258) and in the 

secondary service area increased 31.8 percent (from 22,956 to 30,253). Between 1971 and 1973 
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competitive hospitals added 11 beds in the primary service area and an additional l41 beds in the 

secondary service area JMHC's net income decreased and income before taxes increased in 1973 

and remained at levels inadequate to fund operations; debt service; ongoing renovations and 

remodelings; equipment acquisitions and expansion. Th1HC experienced cash flow problems and 

\Vas in default on certain debts. JMHC experienced inconsistent physician support and disagreement 

between physicians. 

Net Asset Value 

-· 
Valuation by net asset value (capital) is estimated tmder the assumption that the measure of 

value of a company would result from the company's existing assets. JMHC owned the Hospital 

operations .. some land and some equipment which had been acquired from JMHI and the Hospital 

building, land and equipment which had been acquired from JMHA. JMHC financial statements 

reported capital of$881,266 as of June 30, 1973, indicating a value, before costs and expenses of 

liquidation., of approximately $880,000. This indicates a value of 5,000 shares, before costs and 

expenses of liquidation and without discounts related to position as a minority shareholder of·~· 

$14,447 ($881,266/305,000 outstanding shares x 5,000 shares) •. 

Realization of approximately $880,000 for all of the shares of JMHC, would require sale of 

.JMHC's property, plant and equipment and incurrance of commissions sales costs and closing costs. 

Even by early 1973, the Hospital building was obsolete as a or as the basis for a successful general 

acute hospital. (The Hospital's location and configuration were dated.) There was no market for 

minority interests in closely-field hospital corporations and the discounts for lack of control and 

liquidity would consume much of the value ofS,OOO shares of stock in JMHC as of June 30, 1973. 
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Analysjs of Comparable Transactions 

Valuation by analysis of comparable transactions requires identification of comparable 

companies for which information regarding the value of the companies or equity interests in the 

companies and regarding the fmancial position and operations of the companies is publicly available. 

Corporations owning and operating general acute hospitals and other health care related 

businesses were identified and, although not comparable for purposes of direct valuation. data 

regarding purchases of individual general acute hospitals was analyzed. Publicly-held hospital 

corporations reponed acquisitions of hospitals during 1973. Publicly- held hospital corporations 

generally sought acquisition of hospitals with demonstrated potential for expansion, with excess 

property in expanding areas, and with implied profit enhancement. 

Jefferson Memorial Hospital operated at approximately 79.0 percent occupancy in 1973. 

Percent occupancy declined from approximately 84.0 percent in 1971. JMHI had no plans for 

expansion and had not applied for or received any Certificate of Public Need. JMHI did not generate 

amounts from operations through June 30, 1973 to finance expansion or to support debt service on 

substantial amounts of additional debt to finance expansion. .JWiC did own property la,rge enough 

for construction of some additional facilities but the configuration of the existing hospital building 

and the limited size of the site constrained the type and scale of construction. The population in the 

Hospital's primary service area dec~ed 1 0.3. p~~ent from 1970 to 1980. JMHC reported a 

cumulative deficit through June 30, 1973 and generated net income of $208,009 during the year 

ending June 30, 1972, or 4.6 percent of revenue from services to patients, and generated net income 

of$139,974 during the year ended June 30, 1973, or 2.9 percent of revenue from services to patients. 
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Analysis of purchases of individual general acute hospitals indicates that as of June 30. 1973 

J~1HC was not an acquisition candidate and was not comparable to the acquired hospitals. 

Th1HC reported sale of 60,000 shares of stock for $221.260 during the year ended June 30. 

1973. This transaction indicates a value of 5,000 shares. before discount related to liquidity, of 

Sl8,438 ($221,260 I 60,000 x 5.000). 

Capitalization 

Valuation by capitalization of a representative measure of economic benefit for some period 

may provide a starting point for valuation. Capi~ization rates may be applied to historical, current, 

normalized or prospective measures of economic benefit. The capitalization rate reflects the 

expected returns sought by investors. 

From inception through June 30, 1973, JMHI did not generate cumulative net income but 

generated a cwnulative deficit (annual net losses exceeded annual net income). JMHI reported net 

income of $208,009 for the year ended June 30, 1972 and $139,974 for the year ended June 30, 

1973. However, net income was largely consumed by payment of notes, bonds and contracts 

payable; capital expenditures and refunds of advance deposits. Net income would have been wholly 

conswned by additional expenses and costs associated with strong administrative and financial 

management, funding the bond sinking fund, and a complete program of capital expenditures. 

Prospective economic benefits were estimated based on prospective cash flows which indicated no 

economic benefit. 

The capitalization rate represents consideration of risk-free rate ofretum and risk premium 

to adjust for perceived risk of investment in JMHI and expec;!ed returns sought by investors. 
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Capitalization of various measures of economic benefit indicated no acquisition value for 

JMHI as of June 30, 1973. 

Discounted Cash Flow 

Valuation by discounted cash flow incorporates the concepts of present value analysis and 

is generally calculated by taking the sum of the present value of prospective cash flows. The 

di~count rate used represents consideration of risk-free rate of retUrn and risk premiums to adjust for 

perceived risk of investment in the specific company. 

Prospective cash flows (prospective revenue from services to patients, less prospective 

deductions from revenue, less prospective operating expenses, less prospective other income and 

expense, plus prospective depreciation expense and less prospective capital expenditures) \Yere 

estimated under various scenarios. Prospective capital expenditures· were estimated to exceed 

depreciation and amortization expenses in estimating prospective cash flows, due to .. ongoing 

renovations and remodelings and due to the requirements to acquire new medical equipment. 

Consideration was given to the historical operations of the Hospital, the Hospital's medical and 

administrative staff, population in the Hospital's service are~ competitive hospitals in the Hospital's 

service are~ changes in eonsumption expenditures for medical services, changes in the consumer 

price index for medical care services and other factors. Prospective cash flows and residual values 

were discounted to present value at discount rates based on then current interest rates on municipal 

bonds and on equity invesunents. 

The various scenarios indicated no acquisition value as of June 30, 1973. 
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Conclusion 

The fair market value of all of the shares of JMHC as of June 30, 1973 is estimated to be 

approximately $880,000 less costs and expenses of liquidation. (This value arises from the building 

which had been O\\ned by J~1HA prior to June 30. 1971 and from the land which had been oVtned 

by others and a ponion by JMHI prior to June 30, 1971.) After discOtmts for illiquidity and position 

as a minority shareholder, 5!000 shares of JMHC stock as of June 30 .. 1973 would have had no 

acquisition value. 

Valuation of.JMHI and .JMHC as ofJanuaa 29, 1975 (June 30, 1975) 

The Hospital's admissions decreased 4.9 percent from 5,065 in 1971 to 4,819 in 1975, while 

admissions in the primary service area increased 2.7 percent (from 44,562 to 45,756) and in the 

secondary service area increased 45.0 percent (from 22,956 to 33,292). Between 1971 and 1975 

competitive hospitals added 85 beds in the primary service area and an additional 173 beds in the 

secondary service area. JMHC's net income before taxes and net income generally declined after 

1 992 and remained at levels inadequate to fund operations; debt service; ongoing renovations and 

remodelings; equipment acquisitions and expansion. JMHC experienced cash flow problems and 

was in default on certain debts. JMHC experienced inconsistent physician support and increased 

disagreement between physicians. 

Net Asset Value 

Valuation by net asset value {capital) is estimated under the assumption that the measure of 

value of a company would result from the company's existing assets. JMHC owned the Hospital 

operations, some land and some equipment which had been acquired from JMHI and the Hospital 

building, all land and equipment which had been acquired from JMHA. JMHC financial statements 
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reported capital of $676,030 as of June 30. 1975 .. indicating a value before costs and expenses of 

liquidation. of approximately $680,000. This indicates a value of 5,000 shares, before cost and 

expenses of liquidation and without discounts related to position as a minority shareholder of 

Sl3,797 ($676.030 I 2~5,000 outstanding shares x 5,000 shares). 

Realization of approximately $680,000 for all the shares of JMHC would require sale of 

J1.1HC's property, plant and equipment and incurrance of conunissions, sales costs. and closing costs. 

By 1975, the Hospital building was obsolete as a or as the basis for a successful general acute 

hospital. (The Hospital's location and configwation were dated.) There was no market for minority 

interests in closely-held hospital corporations and the discounts for lack of control and liquidity 

would consume much of the value of 5,000 shares of stock in JMHC as of June 30, 1975. 

Analysis of Comparable Transactions 

Valuation by analysis of comparable transactions requires identification of comparable 

companies for which information regarding the value of the companies or equity interests in the 

companies and regarding the financial position and operations of the companies is publicly available. 

--
corporations owning and operating general acute hospitals and other health care related 

businesses were identified and, although not comparable for purposes of direct valuation, data 

regarding purchases of individual general acute hospitals was analyzed. 

Publicly-held hospital corporations reported acquisitions of hospitals during 1975. Publicly-

held hospital corporations generally sought acquisition of hospitals with demonstrated potential for 

expansion, with excess property in expanding areas, and with implied profit enhancement. 

Jefferson Memorial Hospital operated at approximately 78.2 percent occupancy in 1975. 

Percent occupancy declined from approximately 84.0 percent in 1971 and approximately 79.0 
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percent in 1973. .JMHC had no plans for expansion and had not applied for or received any 

Certificate of Public Need. JMHC·did not generate amounts from operations through June 30, 1975 

to tinance expansion or to support debt service on substantial amounts of additional debt to finance 

expansion. J~IHC did not own property large enough for construction of some additional facilities 

but the configuration of the existing hospital building and the limited size of the site constrained the 

type and scale of construction. The population in the Hospital's primary service area decreased 10.3 

percent from 1970 to 1980. JMHC reported a cumulative deficit through June 30, 1975 and 

generated net income of $1.0 .. 388 during the year ending June 30, 1974, or .2 percent of revenue 

from services to patients, and generated net income of $122,414 during the year ended June 30, 

1975, or 1.9 percent of revenue from services to patients. 

Analysis of purchases of individual general acute hospitals indicates that as of June 30, 1975 

JMHC was not an acquisition candidate and was not comparable to the acquired hospitals. 

JMHC reponed redemption of 60,000 shares of stock for $119,992 during the year ended 

June 30, 1975. This transaction indicates a value of 5,000 shares, before discount related to 

liquidity, of$9,999 ($119,992/60,000 x 5,000). 

Capitalization 

Valuation by capitaliDtion of a representative measure of economic benefit for some period 

may provide a starting point for valuati~n. Capitalization rates may be applied to historical, current. 

nonnalized or prospective measures of economic benefit-- The capitalization rate reflects the 

expected returns sought by investors. 

JMHI reported net income of$10,388 for the year ended June 30, 1974 and $122,414 for 

the year ended June 30, 1975. However net income was consumed by payment of notes and bonds 
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payable, capital expenditures and refunds of advance deposits. Prospective economic benefits were 

estimated based on prospective cash flows which indicated no economic benefit. 

The capitalization rate represents consideration of risk-free rate of return and risk premium 

to adjust for perceived risk of investment in Jl\-1HI and expected returns sought by investors. 

Capitalization of various measures of economic benefit indicated no acquisition value for 

JMHI as of June 30, 1975. 

Piscouuted Cash Flow 

Valuation by discounted cash flow incorporates the concepts of present value analysis and 

is generally calculated by taking the swn of the present value of prospective cash flows. The 

discount rate used represents consideration of risk-free rate of return and risk premiums to adjust for 

perceived risk of investment in the specific company. 

Prospective cash flows (prospective revenue from services to patients, less prospective 

deductions from revenue, less prospective operating expenses, less prospective other income and 

-·expense, plus prospective depreciation and less prospective capital expenditure) were estimated __ 

under various scenarios. Prospective capital expenditures were ·estimated to exceed depreciation 

and amortization expenses in estimating prospective cash flows, due to ongoing renovations and 

remodelings and due to the requirements to acquire new medical equipment. Consideration was 

given to the historical operations of the Hospital, the Hospital's medical and administrative staff. 

population in the Hospital's service area, competitive hospitals in the Hospital's service area, changes 

in conswnption expenditures for medical services, changes in the consumer price index for medical 

care services and other factors. Prospective cash flows and residual values were discounted to 

present value at discount rates based on then current bond yields and interest rates on municipal 
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bonds and on equity investments. 

The various scenarios indicated no acquisition value as of June 30, 1975. 

Conclusion 

The fair market value of all of the shares of JMHC as of June 30, 1975 is estimated to be 

approximately $680,000, less costs and expenses of liquidation. (This value arises from the building 

which had been owned by JMHA prior to June 30, 1971 and from the land which had been owned 

by others and a ponion by JMHI prior to June 30, 1971.) After discounts for illiquidity and position 

as a minority shareholder, 5.000 shares of JMHC stock as of June 30, 1975 would have had no 

acquisition value. 
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CONCLUSIONS 

As of June 30, 1971, JMHI had no acquisition value. A plan and agreement of reorganization 

for merger with JyfHC whereby all of the net assets of JMHI as of June 30. 1971 would be 

exchanged for 5.000 shares of stock of J~1HC was reasonable. 

After discounts for illiquidity and position as a minority shareholder, 5.000 shares of JMHC 

stock would have had no acquisition value as of April 18, 1973 or as of January 29, 1975. 

The value of JMHC as of April 18, 1973 and as of January 29, 1975 arose fromLhe building 

which had been owned by JMHA prior to June 30, 1971 and from the land which had been owned 

by others and a ponion by JMHI prior to June 30, 1971. 

JMHC established and maintained a hospital and adjuncts convenient and necessary for its 

administration and received funds for the public welfare. As of June 30, 1975, no pan of JMHI's net 

income inured to the private I?enefit of the physician members of JMHI, the shareholders of JMHC 

or the partners of KSJV or JMHA. Upon dissolution (whether June 30, 1971, April 18, 1973, or 

January 29. 1975), net assets of JMHI were not distributed to any of the members of JMHI. 
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DOCUI\-IENTS AND INFOR.!\1ATION 
RELIED ON 

The analysis is based on my educational and professional background and on reading and 

analysis of documents and infonnation, including the following: 

Complainants' Second Supplemental Response To Respondents' First Set of 
Interrogatories To The Attorney General; 

Amended Bill of Complaint; 

Respondent Jefferson Memorial Hospital Joint Venture's Supplemental Responses To 
Complaint's Second Set of Interrogatories; 

Respondents Laszlo N. Tauber's Supplemental Responses to Complainant's Second Set 
of Interrogatories; 

Respondent Leslie Gonder's Supplemental Responses To Complainant's Second S~t of 
Interrogatories; 

Jefferson Memorial Hospital Incorporated 
Manaaemem Report, September 30, 1965 

Financial Statemems: 
-Ten months ended October 31, 1965; 
- Monthly: January 31, 1966 -August 31, 1967; 

October 31, 1967 and December 31, 1967; and 
January 31, 1968 - October 31, 1968 

Federal Income Tax Retums: 
- October 31, 1968; 
.. October 31, 1969; 
- October 31, 1970; 

Audjt Reports: 
- October 31, 1967; 
- October 31, 1968; 
- October 31, 1969; 
- October 31, 1970; and 
- Eight Months Ended June 30, 1971. 
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Jefferson Memorial Hospital Corporation 
Fedeml Income Tax; Returns: 

• June 30, 1972; 
• June 30, 1973; 
- June 30, 1974; 
- June 30. 1975; 
- June 30, 1976; 
- June 30. 1977; 
- June 30. 1978; 

Audit Reports: 
- June 30, 1972; 
- June 30, 1973; 
- June 30, 1974; 
- June 30, 1975; 

Jefferson Memorial Hospital, Inc. Articles of Amendment, August 25, 1964; 

November 20, 1990 Letter to the Jefferson Memorial Hospital, Inc. Board of Directors; 

December 11, 1970 Letter to Mr. Ernest Coene Reeves, Esq.; 

Cenificate of Incorporation at Jefferson Memorial Hospital Corporation; 

Plan and Agreement at Reorganization for Merger of Jefferson Memorial Hospital, Inc. 
with and into Jefferson Memorial Hospital Corporation, September 26, 1972; 

Minutes of Jefferson Memorial Hospital Corporation Stockholders Meetings October 19, 
1971 and November 27, 1974; 

April 9, 1973 Letter to Stockholders; 

Minutes of Jefferson Memorial Hospital Corporation Finance Committee Meetings 
September 20, 1973 and October 9, 1973; 

Minutes of Jefferson Memorial Hospital Corporation Board of Directors Meetings 
November 14, 1973 and JanUary 29, 1975; 

Memorandum Agreement of Sale and Lease Back, November 24, 1974; 

Jefferson Memorial Hospital, Inc. Minutes of Annual Meeting of the Membership. 
January 27, 1975; 

Agreement of Purchase from Laszlo N. Tauber, M.D.; 
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March 13, 1975 Letter from Laszlo N. Tauber, M.D.; 

April 7, 1976 Letter from Irwin S. Freedman, M.D.; 

April 19. 1976 Letter to Leslie L. Peters, M.D.; 

April~. 1969 Letter from IRS; 

January 1972 Letter from IRS; 

General Health Services Inc. F onn 1 0-K, August 3 1, 1971, 1973 Annual Report and 
1975 Annual Report; 

Huntington Health Services .. Inc. 197!, 1973 and 1975 Annual Report; 

National Medical Enterprises .. Inc. 1971, 1973 and 197 4 Annual Report; 

R.H. Medical Services, Inc. Fonn 10-~ September 30, 1971; 1973 and 1975 Annual 
Report; 

Chanco Medical Industries 1971 Annual Repon 

Hospital Affiliates, Inc. 1972 Annual Report; October 23, 1969 Prospectus and 1973 
Annual Report; 

Hospital Corporation of America 1971, 1973 and 1975 Annual Report; 

American Medical Enterprises, Inc. 1971 Annual Report; and Notice of Annual Meeting 
of Shareholders, January 25, 1972; 

Pacific Coast Medical Enterprises F onn S-1, December 30, 1969; 1971, 1973 and 197 5 
Annual Report; 

American Medicorp, Inc. 1971, 1973 and 1975 Annual Report; 

Charter Medical Corporation Prospectus, January 14, 1971; and 1973, 1975 Annual 
Report; 

American Medical International, Inc. 1973 and 1975 Annual Repon; 

Journal of The American Hospital Association Guide Issue, August 1971; 

American Hospital Association Guide to the Heath Care Field, 1972, 1973 and 1975. 
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1980 Census of Population- U.S. Depanment of Commerce; 

Department of Commerce. Bureau of Economic Analysis: Personal Consumption 
Expenditures, Department of Labor. Bureau of Labor Statistics: Consumer Price Indexes 
for Commodities and Services; 

Internal Revenue Code of 1954: and 

Periodicals. 
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ARTHUR H. COBB 
40 I 0 IDS Center 

N1inneapolis, Minnesota 55402 

Arthur H. Cobb is president of Cobb & Associates~ Ltd .. a finn practicing in litigation support and 
capital tinance. ~lr. Cobb has provided services to general acute health care. nursing care. 
ambulatory care. and medical practice clients. Mr. Cobb has provided services to various industries 
regarding valuation of equity interests. He has experience in planning, market assessment. economic 
feasibility, private and public financing, joint ventures, and mergers and acquisitions. 

~lr. Cobb has supervised or prepared financial and planning studies for medical providers, medical 
service, industrial. commercial. and residential projects and has assisted rating agencies. A 
chronological list of certain of Mr. Cobb's health care and related engagements follows: 

Baylor Health Care System 
Village of River Forest 
Wadena Medical Center 
Asbury Methodist Homes, Inc. 
Republic Health Corporation 
Havre Medical Center 
Brentwood Hospital 
Bethesda Lutheran Medical Center 
Group Health Cooperative of Puget Sound 
Iowa Methodist Medical Center 
Addison Gilbert Hospital 
Naeve Health Care Association 
The Ebenezer Society 
Northern Montana Hospital 
Fairview Community Hospitals 
Iowa Lutheran Hospital 
Baptist Medical Center 
Eliza Jennings Homes 
Billings Deaconess Hospital 
Saint Catherines Hospital 
Sisters of the Sorrowful Mother 
St. Lukes Hospital 
St. Alexius Medical Center 
Allegheny General Hospital 
Nemaha Valley Hospital 
Lutheran Community Hospital 
Health Resources, Inc. 
Alexian Brothers of America 
Catholic Services for the Elderly 
Abbott-Northwestern Hospital 
Fairview Community Hospitals 

Dallas, Texas 
River Forest, Illinois 
Wadena, Minnesota 
Gaithersburg, Maryland 
Dallas, Texas 
Havre, Montana 
Cleveland, Ohio 
Saint Paul, Minnesota 
Seattle, Washington 
Des Moines, Iowa 
Gloucester, Massachusetts 
Albert Lea, Minnesota 
Minneapolis, Minnesota 
Havre, Montana 
Minneapolis, Minnesota 
Des Moines, Iowa 
Kansas City, Missouri 
Cleveland, Ohio 
Billings, Montana 
Kenosha, Wisconsin 
Milwaukee, Wisconsin 
Kansas City, Missouri 
Bismarck, North Dakota 
Pittsburgh, Pennsylvania 
Seneca, Kansas 
Norfolk, Nebraska 
Saint Paul, Minnesota 
Elk Grove Village, Illinois 
Saint Paul, Minnesota 
Minneapolis, Minnesota 
Minneapolis, Minnesota 
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~tetropolitan Medical Center 
Beacon Hill of America 
St. Alexius Hospital 
~temorial Hospital 
lndianhead Memorial Hospital 
The Lutheran Home for the Aged 
Baptist Hospital Fund 
Trinity Medical Center 
Crestview Lutheran Home 
Rice Memorial Hospital 
Methodist Hospital 
Midway Hospital· 
~tinnesota Hospital Rate Review System 
Attorney General State of Minnesota 
Saint Marys Hospital 
Immanuel·St Joseph's Hospital 

Minneapolis, Minnesota 
Minneapolis, Minnesota 
Bismarck, North Dakota 
Topeka, Kansas 
Shell Lake, Wisconsin 
Vinton, Iowa 
Saint Paul, Minnesota 
Minot, North Dakota 
Columbia Heights, Minnesota 
Willmar, Minnesota 
Saint Louis Park, Minnesota 
Saint Paul, Minnesota 
~!inneapolis, Minnesota 
Saint Paul, Minnesota 
Rochester, Minnesota 
Mankato, Minnesota 

Mr. Cobb's additional health care experience includes assisting evaluation and valuation of 
acquisitions, evaluation of project financing, supervision of corporate reorganizations, assistance 
regarding third party reimbursement and rate setting, assistance with preparation and presentation 
of Certificate of Need applications, and expert testimony. 

Mr. Cobb has experience in providing advisory services related to valuation of equity interests, 
mergers, acquisitions, leveraged buyouts, employee stock ownership plans (ESOP) and litigation. 
A list of certain of Mr. Cobb's business combination and valuation engagements follows: 

Merger and Acquisition 
Abbott Northwestern Hospital acquiring Bio-Medical Research Associates, Inc. 
Aderans, Inc. acquiring International Hairgoods, Inc. 
Advance Circuits, Inc. acquiring Multaplex, Inc. 
Apogee Enterprises, Inc. acquiring interest in Marcon Coating, Inc. and Viratec Thin 
Films, Inc. 

Minority shares acquired by Advance Packaging Corporation 
Alleghany Corporation acquiring shares in The Saint Paul Companies, Inc. 
All Sun, Inc. acquiring Agri·Com International, Inc. 
Minority shares acquired by American Sharecom~ Inc. 
American Test Center acquiring minority shares 
Anheuser-Busch Wholesale Development Corporation acquiring Wayne Densch, Inc. 
Shares acquired by Asian Foods, Inc. 
Asbury Methodist Homes, Inc. merging with Peninsula Methodist Homes~ Inc. 
Baldwin Supply Company, Inc. acquiring shares 
Beacon Hill of America, Inc. acquiring Continental Care Corporation 
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Minority shares acquired by Bematello's Pizza, Inc. 
rv1inority shares acquired by Blackhills Gold Jewelry Manufacturing Company 
Bituminous Materials, Inc. acquiring shares 
Cardiorythm, Inc. and EP Technologies, Inc. 
Crane Creek Asphal~ Inc. acquiring shares 
Computer Video Productions, Inc. acquiring minority shares 
Cooper Life Sciences. Inc. selling a line of business to Cooper Vision, Inc . 
.Yiinority shares acquired by Crosstown Enterprises 
~1anagement acquiring Dain Corporation from Inter-Regional Financial Group 
Division of Diasonics, Inc. acquired by Toshiba American Medical Systems. Inc. 
Yfanagement acquiring Dri·Steem Humidifier Company 
Dri-Steem Humidifier Company acquiring Brooklyn Tool Company 
Duber's, Inc. acquiring minority shares 
Yfinority shares acquired by ELA Medical, Inc. 
Fairview Community Hospitals acquiri~g Indianhead Memorial Hospital 
Fairview Community Hospitals merging with Iowa Lutheran Medical Center 
Minority shares acquired by Foley Belsaw Company 
Formula Corporation acquiring minority shares 
The Forum Company acquiring minority shares 
Gemunis Computer Systems acquired by National Computer Systems, Inc. 
Management acquiring Held Beef, Inc. 
Minority shares acquired by Impressions, Inc. 
Minority shares acquired by Integrated Benefits Group, Inc. 
Johnson Brothers Corporation acquiring minority shares 
Shares acquired by Kiene, Wooters & Associates, Inc. 
L TS Tours, Inc. acquired by a private investor 
Minority shares acquired by Lyle Signs, Inc. 
MCP, Inc. acquiring minority shares 
Minority shares acquired by Metropolitan Corporation and Brookdale For~ Inc. 
Minority shares acquired by Miller Waster Mills, Inc. 
Minnesota Produce, Inc., acquired by private investors 
Monitor Sugar Growers Cooperative acquiring Monitor Sugar Company 
My Tyme, Inc. acquiring minority shares 
Nash Finch Company acquiring A.M. Lewis Company 
New England Turquoise, Inc. acquired by LCB Enterprises, Inc. 
North Star Unive~ Inc. acquiring Super Cycle, Inc. 
Northwestern National Bank acquiring Fanners and Mechanics Savings Bank 
N uAire, Inc. acquiring minority shares 
NuComp Systems, Inc. acquired by NC Systems, Inc. 
Ohio Farmers Cooperative merging with Landmark, Inc. 
Orchid Zone, Ltd. acquiring shares 
Precision Software Corporation acquiring minority shares and acquired by Home 

Shopping Network _ 
Prospect Foundry Trust, Inc. acquiring Reo Plastics, Inc. 
Springboard Software, Inc. acquired by Spinnaker Software Corporation 
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Minority shares acquired by Sure Way Air Express 
Sanborn Manufacturing Company acquired by Coleman Powennate. Inc. 
Totino's, Inc. acquired by The Pillsbury Company 
Twin City Fan and Blower Company . 
L"niversal Cooperatives. Inc. acquiring Security Products Company, Inc. 
Shares acquired by Upsher Smith Laboratories, Inc. 
~1inority shares acquiring Waldorf Corporation 
Wausau ~fetals Corporation acquired by JGVR Investments. Inc. 
Winthrop Securities Corp. acquiring commercial properties from Trammell Crow 

Financial Planning, Ownership Succession and Litigated Claims 
Blesi-Evans, Inc. 
Buesing Trucking, Inc. 
Chevron, Inc. 
Circuit Board One, Inc. 
Computer Controlled Machines 
Consul Restaurant Corporation 
Dan's Super Markets. Inc. 
DeParcq, Hunegs, Stone, Koening & Reid, P.A. 
E.W. Blanch, Limited Partnership 
Exeter Bancorporatio~ Inc. 
FSI, Inc. 
Fanners & Merchants National Bank 
First National Bank of Hatton 
George F. Kremer Co., Inc. · 
Health Systems Integration, Inc. 
IFG Leasing Company 
fowa Methodist Medical Center 
JBM, Inc. 
John Peterson Motors, Inc. 
Line of business of Kobey Implement, Inc. 
Lund International, Inc. 
Mr. D's Men Stores 
Mardan Business Systems, Inc. 
Midwest Carbide, Inc. 
Northem Resource Conversion Company, Inc. 
ORBA-Johnson Transshipment Company 
PDHC, Ltd. 
Pacific Enterprises, Inc. 
Penne Realty, l~c. 
Robert's AMOCO 
Saint Paul Clothiers 
Security National Bank 
Simonson Lumber and Hardware, Inc. 
Simonson Station Stores, Inc. 
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Stow and Cable Stores 
Suburban Affiliates, Inc. 
TCB. Inc. 
Tanberk, Inc. 
Tekna-Seal. Inc. 
Viking Chevrolet. ·Inc. 
\Vadena ~ ledical Center 
Wally McCarthy's Oldsmobile. Inc. and related companies 
\Vebster Insulation. Inc. 
W emer Enterprises, Inc. 
\Veston Grain and Agri-Fuels, Inc. 
World Radio Laboratories, Inc. 

Mr. Cobb was a partner in Peat. Marwick, Mitchell & Co., now KPMG Peat Marwick, and was a 
management consultant with other public accounting and management consulting ftnns. Mr. Cobb 
was also an assistant professor of accounting at the University of Minnesota. Mr. Cobb received a 
~laster of Arts and a Bachelor of Business Administration from the University of Iowa. He has 
presented seminars on financial and statistical analysis, joint ventures, financial forecasting, 
valuation of business, lost profits in business interruption, and due diligence in securities offerings; 
and has participated in panel discussions on tax exempt bonds and real estate financing. Mr. Cobb 
has made presentations to annual conventions of various health care industry associations and to 
Boards of Directors and Trustees. 

Mr. Cobb is a member of the American Institute of Certified Public Accountants, the Minnesota 
Society of Certified Public Accountants, and was an Advanced Member of the Health Care 
Financial Managers Association. Mr. Cobb has served on the Health and Hospitals task force of 
the Minnesota Citizen League, an Ad Hoc Committee of the Minnesota Coalition on Health Care 
Costs, and as co-chainnan of the Twin Cities Task Force for Affordable Health Care- Capital 
Committee. Mr. Cobb is a member of the American Arbitration Association Panel of Arbitrators 
and the National Association of Securities Dealers Board of Arbitrators. 
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l!:stimatign ql tbe Fair Market value qf 
Jd'f"ersnn Mcmqrial HMRila), Ipc;, 

June 18, 1996 

W c prepared a preliminary valuation 8Jlalyais to estimate the Fair Market Value nf 
J"fi'eNun MtmorialllospitaJ. Inc. ("JMHI" or tbc '•Hospital") as of the three valuation 
dates of June 30. 1971, Aprill8, 1973, and January 31, 1975, We undemtand our 
analysjs will be used in conjunction willa tl dispute resazding the'! r.stimation of the Fair 
Market Value in connection with a conversion from nol-Cor-pntGL 1lalu~ tu a for-profit 
entity. 

We define Fair Market Value as the price at which properly would chunge hands between 
a willing buy~ ••nd a willing seller, neither beiq under any compulsion to buy ortn sell, 
and ~th havins reasonable ltnnwledp of relevant facts. 

In estimating the Fair Market value or the Hospital, wa IAAUmM d.. bUiiness to be 
ongoiq. This premise of value ia unly appli~.able for lhe atated purpose or LhiA 
engagement; accOrdingly, the resulL• of lhis analysis should nol be u&ed for any other 
purpose. 

5ou.rssa of I nCormatim and Pmc;sdum Emahwd 

In the course uf performing nur limited scope valuation an4lysis. we used finaneial and 
other information provided to us by Baker & Hostetler or obtained from other public: and 
non-public sources we beUevc: to be reliable. The mon: sipificaoL sources of this 
informatiun are idenbficd below. Our conclusio!l are dependenl ua such infonnaLinn 
being complete aDd accunle in all material respcctA. However, we have not examined 
such information and accordinsJ.y, we do not exprcsa an opinion or any other form or 
assurance thereon. The principal sources of informalioa used in perfonning our :mal )'!Us 
include: 

• 

• 

-- . 

Audiwd llnucial stall'.menw lor Jefferson Memorial Hospital for the twelve mouths 
ended October 31, 1967 tluoush 1970 and for the ei;ht months P.nded JUDe 30. 
1971; 

Audited fiDaDciala&alementa for Jeffcaon Mcmoriallloapital Corparalion 
("JMHC") for the twelve moDth.& ended June 30, 1972 throgp 1975; 

•inanei~ documents of Jeff~trMn M~morial Hospilal AMOC:iatea (" JMHA j for 1966 
through 197\; 

EXHIBIT 

:±1\ 
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-I Other financ:ial documents of JMHI. JMH~ Jefferson Memorial Hospital Joint 
Venture, and King Strcr.t.Joint v~nture for variOU!4 dat~; 

• Tneomc tax return.~ ror Jcffcf'90n Memorial Hospilal for calender years 1968 and 
1969 and for Jefferson Memorial Hospital Corporalion for calender years 1971 
Lhtough 1977; 

• Finalk~ial inrornaatinn (slock pric~, profitaabilily, hi~&orit;Wf5Wwlla, ~1~ 
oubtandine;, etc.) on publicly-traded companiet pi'OYided by COMPUSfAT (an 
information servi" of Standard and Poor' a Corporation) and other information 
services as of the lhtcc valuaLion dales for dcwelot,ing a required rate of return on 
invested capilal; and 

• Olhcr publicly available information regarding hc•pitall' ancl the overall health care 
indu~lry u n( ~ ~ valuation da~. 

In general. the procedures we employed in our analysis co111isted of the foRowins: 

• Conversation with Dr. Luzlo .N. Tauber regardifts the Jlnaneial and operatinc 
condiUon of lhe Hospital as of the valuation dates; 

• Review of the rmancial information forwarded by Baker & Ilostetler and retrieved 
from public sources; 

• Determination of an appropriate rate of return for the Hospital as of the three 
valuation dates as part of our overall valuation analysis;; 

• Estimation of a nonnalizcd cuh flow for each valualion date as pan or a 
CapitaUution. o( Eamiap Approach baaed OD historical financiu data and public 
sourees; 

• Review of the llO&pital's ud JMHA's financial swemenaa as pan of an Adjusted 
Book Vlllue Approach; aad 

• Such other alialyaes aDd inquiries as we co.nsid~ ncccssary. 

Valugtiqn MctJwloiOJin 

In performing our analysis, we relied upon the resulla oC the Income Approach ADd Cost 
Appruach. We also considered the Market Approach in testing t~ reasonableness or our 
valuation rcsulta usina lhe olher twu approachQ. 
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~A form of the lnr.amc Approach, the Capjta}iption of F.aming~ Appmac;h, ia a technique 
used LO estimate Fair Market Value based on a "normali%ed" cash flow that the Hospital 
can be expected to generate in lhe future. This "nonnalizcd'' cash flcn~W ia capitalized at a 
r~te equal to the appropriate raLe of return for companies iD ~e hospiLaJ industry less 
expecL~d growth into perpetuity. 

In lhc conlnxl. of &law v.Uuatiun, the Cost AJlp~h is referred lO as the Adjusted Donk 
V aluc Aeeroach. Thia Approach is based on lhc suraurMLiu" uf lhe values of the individual 
underlying assets lese the Uabilities of the Hospital. 

The Markel Apnmps:b involves estimatin& the !e"air Market Vadue of the subject hospital 
bo.sed on exc~e prices in actual transaclinns .wl on aski~ prices for hospitals 
currently nfl'ered for sale. The process essentiAlly involves compariaon ad correl41ion of 
lhP ~uhjt-t•l hnMpital with other simllir hospital,.. Considerations such ulocalioo, limfl! uf 
~e. physical characteristics. and Mndition~ nf Mle are analyzed for comparable 
hospitula. Differences between lhe suhjec:t hospital and other Mlpilalsa, may ~nlt in 
inappropriate conclusions. 

Applisapgu of the Capits)jr.!liop qf &mine• Approach 

W r. e~timated a "nonnalized" cash low for the hnapilal for each of the valuation dates 
based on a weighted averase of the result~ of the prior three yean of operations. W ~ 
adjusted these results to reprae~~t the Hospiaal operationa prior to the acquisition of lhe 
assets (building, equipment, and goodwill) and liabilities (mortpge) of JMIIA. In 
addition, we have included the debt and lease payment~ fcqiYen by JMHA as part of Lhe 
ac:quisitio~ in our es;timation or lhe "nonnalized" cash flow and liabilities. 

The "normalized" cuh flow was then eapilaUHd by dividm; the value hy the Tate C)r 
retwn leu expected powth of 3,. into perpetuity. The rate of remm wu r.aJculaled for 
each valuation dab' .. uainalhe averap of the required rate of NlUm 10 debt capital and the 
requiled retum to equity capital. weishted by their ICSpcctivc pmpnrtiooa to total capital. 
Our calculations of mllll'ft ao debt and equity incorporart'.ld\e market's pen:eption of risk 
16&0Cialecl willt invc.:~ldlesn&a in h01pitals. The resulting nel en&erpriale V'.alue is reduced by 
lhc lons term liabilities OD me balance she,:L Lu aaimate the Fu Market Value or lhe 
cquiLy 81 of the valuation datee. 

Based Oft lhe reault8 of the Capitalization or EA.rninp ApproGch, we estimate lhc Fair 
Market Value of the equity of the Hospitallo be zen, aa of June 30, 1971, Aprill8, 1973, 
and January 31, 1975. R~!er to Eshibits llhrough m. 
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Aaplieatjon pf the Atijustnd Book Value Aamach 

ln app1ying the Adjusted Book V glue Approach, we relied upon the hook values of thtl! 
assets less the liabilities as they appear on the balance ~heeta of the Hospital for the fis.cal 
yem closest to the valuatioa dale~. We did not perform a discrete valuation of each of the 
Huspitals tangible (i.e., accounts receivabl~ plant and equjpment, etc.) or intarJsi.blc 
UR~~. AJj in the Capirali~tlon of Earnings Approach. we adjusted these results lo 

represent the HO$pilal upe.rations prior to the acquisition of JMIIA and the forgiveness of 
debL 

B~ on the results of the Adjusted Bnok Value Approach, we t2ttimate the Falr Market 
Value of the equity of the Hospital to be zero, 1291,000, IWI 1166,000 u of Jwae 30, 
1971, Aprll 18, 1973, and j3nu:uy 31, 1975, rcspcc:t;vely. Refer to ~hihita I through liT. 

Appljcatjon or tb, Mvlrct Aeamesb 

~ part al the Market Approach we ~P.arehP.tl various public sourc:e~ incluclias SEC 
documents (i.e., lOK&, lOQs, Annual Repotts, etc.), hf..a1thc-.arP. industty publlc~tions (i.e., 
Modem H«-.allhcare. H06pitals, etc.), and other publications for il1£onnation on c:nmJM&r.ble 
Hospitals and tnlni&Ctions. Allhoqb we were able to locate izd'armadon reprdiq 
transaetioos that occuzred, the inConnatioD avanable aa of tbe valuation dalel did not 
contain sullicient 6Daftcial and operaq detail to etlime&te the value of the Hoepital. 

Cgpclpion 

The beat indication of value of a hospital ia the income an investor would expect to receive 
in return for an inveatment and is captured in the Capimlization of Earninp Appzoach. 
The Adjusted Book Value Approach provides an indication of value, but does not n:flecL 
lhe qoms value or the true liquidation value of the Hospital. AccordiDgly, based on uur 
valuation analysis as outliaed above, we etliiUte the Fair Mmet Value of the Hospital to 

approximate zero .. or JUDe 30. 1971' and ranp betwecft ~10 and a nomiDal value a» of 
April18, 1973 and Januarr 31, 1975. 

J.jmjtjqr Cgpditjona 

Our proccduma did not include invutiption ar. and we auume no responsibility for, the 
ndes to, or uy liens apiaat, the Hospital. Furthermore, we usume there arc ••u laidclen. 
inapparent, or unexpected c-.onditiona thai. could affect the "aluc of the Hospital and 
accept no I"P.Apnuibility for dilcoverin1 such conditinns. 
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8 
The partnezs and employees of Price Waterhouse UP who worked un this engagement 
have no known nr contemplated rmancial interest in the HospilaL Further, our 
compensation fnr lhis engagement is neither based ncr contingent on the value we 
~timated. 

R. Bruce Den Uyl 
Partner 
Price W alerhouae LLP 
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SPidi'SINal !081 721 
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OecSul:nelnllftd AI~ (n8.040) 

OtMI 0DaPno R...,. 4541 

Nlt~RMft.a 4.6&8.703 
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AM d \.Ina & 8Wiclftg 105,11M9 2~· 

,.._ (OIIWtNn ~ & nama) e, 630 , 3 .. 
To&ll Qrlntine !..-. 4,478.301 as.s" 
~I,.,. 207.385 4.4. 
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OUR REPORTS ARE ISSUED WITH THE UNDER· 

STANDING THAT. WITHOUT OUR CONSIENT. THEY 

MAY BE REPRODUCED ONLY IN THEIR ENT1RETY. 

SHOULD IT IlK DESIRED TO ISSUE OR I'UaLISH 

A CONDENSATION OR A PORTION OP' THIS REJIIORT 

AND OUR NAME IS TO BE USED IN CONNECTION 

THEREWITH. OUR APPROVAL MUST P'IRST BE 

SECURED. 

COUNCILOR. BUCHANAN a MITCH&U. 

JTR 001814 

J.APP. 4283 



------· ·--·--·------------------

Cot~~crr.oR. Br:cn.\.~A~ & ~II1"CHELL 

... .;.·. • . 

.... . •-:- ~;.-

t:. .... -.···•t:) "·="" 
:: ~£·.~- 3·:sst-
..• t ':! :-:-

: : 'I A ,.. : : '•: •• ., ._- t 'II 

t .• 3 :' 9 ::: .! .... 

··-:·.t·- --···=t·-=~ 
·-:·-·.a.l&- .£.. 
:; :f ""'- ·.: •• ':- ·.:: ... 

"' •. -. :: ~ =~=:. .:·.-; 

The Eo~rd of Cirecto~s, 
Jeffer::.c:1 =·~::=>:-ic1 !:=>~p!. ta.l, 
A!ex~cdria, Virgi~ia. 

Feb~~a:] 1~ 1 1972 
.·.AS••.._.C,.~.._. :>: l":::• 

:.~ cr J~e 3', 1971 a~d the related st;\ter.:~nts or incc::'! and er.e.~~~s in f'i.nancial 

iJIJSl tion for the period ::~·te!~.:er 1, 1970 to Ju=.e 30, 1971. 

as ~c con~!d~red necessa~y in tte circ~stanecs. 

In o,.:r opinion, subjeet t~ rrote£: 9 a.!'l:l. lO included in this rero:-t, 

the af~:-e=.~ntion~d fin3nc1al state~~nts p~P.R~nt fairly the fin~ncial pesition 

ct Jeffcrzc:1 :.~r~oria.l Hospital at. J~nc 30, 1971 11nd. t~,~ results o!" ~ts op~r:J.ti.:ms 

-9.nd. th~ ch~n~es in 1 ts financial positio!l. for th~ period t:o·fe=tber 1, 19'70 to 

en a c~sis consistent vith that of ~~~ preceding p~riod. 

/ 

Ce~·tified Public: Aceo~t:!n-:s 
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.cMH: 
Checking Accounts 
Savlnae AccoUDte 
Held lo Eecraw 
Pet.tJ caeb 

HgRS ftECEIYA8lB 

ACt:OOffiS Rt:Ct;(YABLI;;: 
l'u.tlent& 

ASSETS 

• 51,256 
1,053 
3,663 

___m 

lA· Bll Allovance ror Doubtful Account.& 
Jerr•~roon tt!morlfll Uooplt.al Asooclc.t.ee 
l.loct.are 

$85'-, 784 
~ 46~,1186 

29,355 
1,366 

655 
13,190 

t)llployeee 
Other 
Vlrslnla HeGltb Insurance Prosram • 

Me41ca1d 

ACCRUED lKftjRES'f ftECEIUQIE 

IfMjNpiES 

--lJ.,.1Il 

PJANT AMP t»VItWf (K~teo 3. lt. 5· fi yd 7l: 

lallcl 
LaAd Improvements 
Flxecl Equipment 
~Jor HOvable Equipment 

Total 

liTII•;H As:;t..'TS: 
Prepaid Expense 

Accumulated BoOk 
Coat DQprecletlon Ya\ue 

$1'-7,456 • - $147,456 
3,927 2,532 1,395 

123,496 35,285 88,213 
305.8QZ 109·5!t6 19fi.261 

~ $1117.361 '&13.3g5 

$ 26,757 

J£t)'IHSOfl Hij aiiW. !!OSPITI\L 

.IAWi U1lll'l 

.tlllDL um 

* 56,21t1 

4,600 

741, .. 31 

7,239 

20,152 

433,325 

LIABJLITJBB AftD DEfiCIT 

AccOUJUS PAYABLE: 
Trade 
Cootra~t Asenclee (Note 8) 
Jetrerooo Memorial Boopltal Aaaoslateo 
Jefterooo Meaorlal Hospital Medical Aeaoclatee 
!llployeea• Wlthho1cllnse 
UDclalme4 Wll&ea 

AC<;Rtlfip F.XPENSE: 
Real Eetate 'l'a.xea 
Slllo.rlea 
Interest 
Rent. 
Proteaalonal Fees 
Other 

PROVJSIOft f'OR CON'D!AC'f AWUSTM£N'fS: 
Croup Hoapltallzatton, Inc. (Rote 9) 
Federal Real th Inauraoce Prosram -

Medicare (Rote 10) 

K(ll'IS fAXABI.I 

L£A91 AgREEMENt (Ngte 7) 

BQ1fi) PAXADII • M INTW!ft Pm A!tNVM 

AWANCE IEPOSrrs: 
Federal Health Insurance Prosru - Mecilcare 
Croup Boapltall&atlon, Inc. 

MD9 RtiLD IN ESCR(!f 

.Dil'EU: 
Operating (Schedule A-1) 
Douated CApl tal 

Dl:&tOolt • tbrrlott. Hot. ShoppeD, 
luc. l.OOQ 29.7'iJ 

M'AL ASSt.'TS 

The acco111pwaylna ffoteo to F1nanct al Stlt.temeotu 
are an lnteiJI'al part of theae atatementu. 

il.2C)2.J51 TOl'AL LIABILITl.ES AND DBJi'lClT 

} 

td-)1,1511 
'!lt8,636 
4),Uit 
37,010 
6,202 

---223 

• 12,&2 
12,559 
6,696 

41,852 
7,4o6 
~ 

$193,000 

_JU,.J,u 

$ 1t3,000 
~ 

($1f12,619) 

} 

EXhlblt. A. 

* 47],1()() 

llt2, 101 

28o,lll 

81f,503 

28o,ooo 

319,000 

1()2,00(. 

3,89. 

~ ( 392,56! 

tl.2Q2.J"il 
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Add :.Y.!'c:1~r:~ ~;ct ~·~1':.!.:-~:-.e ~~~; s: 
D..!pt>ccic:~io~ 
D!sp~s~l cf !~jc~ =~~~~1~ E1~1r~~nt 

Colle~ t.iO!lS C!l r:otc:: r:ace!. ~:able 
?roceed3 f~o~ Sale of ~~u1p=.~:~ 

'IOl';.L 

m:rs f. PFt.l::"?: 
Curtc!.l~~n~s or !ict~:; P~:, ..... l_;~le 
Ret!!"::!"'""~nt of E~~l·:t.S t:·n;l'"lbJ.~ 
.kCCl'.l~ si~~ion o!' :·~jr.'!"' f.: . .,·:r.:l~ ::~ui;-::~nt 
~~:qu!~1.ti~;l of Fi:·:::.:i ;::.!.1.:.~~-::.:::~·Lt 

Rer~,n·1 or ~ :~d.ic:!.r ~ ;,-:..·,-:.:1."'.".! ::~~~ i 't 

TCi.?.L 

The e.c:o:..:-:-.nyi.n~ 1~;Jtes t~ !·'ir."'.:~cial .s~~.t~~~nt:; 

are t'..c. 1nt~~o.l p:'.rt or the::;~ c:;u.·;~:~~=--Lt.z. 

21,747 
~!.~~ 
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$. ?1: 7 1~5 
90, 45·3 

___ _,l=-~1') 

~~~3..iz.3?3 -. -~-- - ... 

$ 35,195 
24,s:o 
7,3;6 
4,e5J. 
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E'll~!".cc, :::>·4·~:·~~~=- l, 1970 
Ad:!: 

?rior Yc='-!'' 3 Ad.j~~t. .... ·~:'l-:; fc:- t!';c Li~·.~~li t;r 
tc t!:~ So:::t~l ~~=,.::-i:::t ~c!.-~!:-.. t;jt:-c.:.iou 
for t~1:: ! :~d.i..:~:-c P:-~:=-·~· :: ( ::~'-~ :o) 

Prior Ye.:l:- 1 c t.C.~,.;.:t::.~:'l~ ~c:- th~ Lir.:,:!.lit~· 
to G.-c·-··!.· :: ... s .... .:-~1~-, ... ~~ .. ,.....,,.. (~•,., .. a O) _<~ -~ttJ ~-- ..,._. __ _..,. .• J•lJ .._ •• ._ 1 .I..Jiw- .,-

D~dt:c:t: 
I~~t !~:o:;~ fo:· ~~'= ?~~·i: 1 :~yrc::·:-:~r 1, 197':> 

to J:1n~ 3~, 1971 (?::":::.! . .'~it ~) 
Rcd,.:.cC.io:l of ).;:-.o;.t=:.:.. 1:"~:: :::~holc~ist (:;~~~ 7) 

., '"' J"'l !.971 

·----- .-.. ·-

~.5{ ,111 

_.2--~~ ••• c~~~~----------c-=.5~~-~ 

$51,.565 
_13. 560 
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J.APP.4288 



~~C·'·~:r·:: :::3r.:..·:3: 
Roc:J ani :;:,~:·d 

5!!£::]11:__~~-f'I ~:::: 
Cpcr:t!:lJ : ·:~ 
P.ecov.:~·:.· ::~:::.\ 

Cc~t::-.:.1 s~~:='!:r 
Io.trnYc::c~~ 
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Salaries Sup?l:!.es 
and and 

~<?.~~ ~~;:-11 f"("r.ft"t;A ~p•c:t ... ~,"':of l"'r 

Ad.':'.i:listr:a.tic:'l a::d c~::.~r~l $ 229} 59!~ $ 129,C':<J 4 98,927 $ 2,667 ~ 
!~lc:r:~s' cr:~th a!'ld :·,'elfc:.:-e '76,535 12,852 63,6~3 45 

~ Diet~.r:r 2~7,413 107,342 137,32.3 2,748 
Rousekeepi~e -· 13l~,037 133,876 161 
Laundry and. Li::en 52,881 8,245 44,635 

Operation of ?l.a:1t 33,399 4,419 28,931 39 
Rep~i:-s e.::'i !~inter~~ce 15,115 3,655 11,292 168 

~ liurzinl Service 395,€03 382,879 11,674 . 2,250 
Pho.rrr.acy 137,344 137,285 58 
l·~dical R~cords c-:.nd Libra::; 23,944 22,639 1,013 292 

Cp~r~ti~3 Roc:: 131,279 90,205 38,375 2,693 
Reco·:ery no~:~ 23,1~03 22,445 5'-6 132 
Inte.o~ive CJ.:-e 62,037 ::~,;'!.! 4,119 l,C•'J? 
L'lborca.to:-y 11.~,e:, 7 50,82S 92,694 3,;25 
Ra.diolc:;:r l75:223 39,413 135,7;5 51 

Physic~l ~cer~?Y 23,144 6,6;4 16,~58 3:2 ·-
Inhalat!on T:.e:a.py 21,~27 14,857 5,61~ l4=~-

~ A:tecth~~iolc::." 1o1,76o 101,381 379 
Electro~~~d~o!o=; 30,191 6.,501 23,633 c;7 

"'' Central S·.!ppl;t 44,514 14,126 29,271 517 

~~dico.l a:.d :lur~ical Service 29,834 29,e$li 
Blood E'-:.}: 5,728 5, 728 
E~;:!rcency 53,008 28,031 24,630 2""7 ';1. 

~ Depreci~tio~ on ~d :~~rove~~n~s 
a~d Fix~d ~quip:~nt 4 2614 41~74 

To tel $2,200,426 .:~J..,.P_Q.'l,f:..~J .. ,_l ~a~_oJ.? ... ~1 -'·7 -=-~ ~··-Rent of L';!nd1 Builciin5 and 
Equip::~nt 72,685 

~ Taxes on Land ~nd E~ldina ,., -..... 
---:-J.;.: ~ 

'l'OTAL OP:::R;TI::~ EX?Z::SE JZ:22~ .. ~!!3 
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VIRGINIA STATE OE?ARTHENT ~F HEALTH 

APPLICATION FOR ~ICENSE RENEWAL: HOSPITALS 
for year enoing December 31, 1982 

,, accordance wit!\ tl'le Ol"ovisions .of C!'lao:er S. ·Article I, Tir:le 32.1, Cede of Vir-9inia of 1950, all non-Feaeral 
~ecical and "ursing facilities desiring licensure as a general ol" soecial hospital, nursing home, or r-elated 
racilir:y in Vir-gini• ~ust submit the following info~tion to the Scace Oeoartment of Health. 

t.HY CHAHGES DURING niE YEAR \iHICM '-OULO AFFECT THE ACCURAcY OF THE FOLLOWING INFORAATIOtJ ftUST BE afPORTED P!\OMPTLY 
TO niE STATE DEPARTMENT OF HEALTH. 

CFF I C IAL PJAME 
OF FACILITY: JEFFERSON MEMORIAL HOSPITAL 

NUI'!SER S. 5Til£ET: 4600 King Street 

Cl TY ~R ~OWN: _.;.,A_l;.;;e;;.;.x...;,;a;;,;nd..;.;.;.l"';...i.;..,;a _____________ , VIRGINIA __ 2_2_3_0""'=2~~~--
(Zip Code) 

COUNTY: 

:MI£~ ~OHI~ISTRATIVE 
QFFIC£~ OF FACILITY: 

NA 

Carl = Linton 
(N._) 

Tf~E OF LIC!~SE RE~u!STED: (Check one) 

~ r. General hospit•l 

__ 1. Soeci•l hospital 

(N&me and Ti tie) 

Admini.stl"'atol"' 
(Title) 

_ 3. Outo•tient hospital 

NOlL 

703~998-4870 
l~one Ho.J 

(Hu=oer or aecsi 

~ccs JIWone on r::o.e surf :urrert_:ly ttola • Nursirtg H~ Ac:miniu:ruor•s I icanse fi"CCIft Virginia? 

(t&aale and iitle) 

Signatory) 

(Nursing ~~ AGmi~is:rat~r·s 
Certific.CiOft •:umoer) 

703-998-4870 

Carl E. Linton - Administrator 11-12-81 

;~ ~~e~! Jl"e aues:ions a~ou: 
·r-::..:!" l"'t!SCt'"SOS :~ ti'liS fom, 
~~~ s~oulc :e c=ntac:e~? 

i)avacl~ :o: 

Kar"en L • Bostick 
(N~ • Pieaie Type or Prin~} 

~ - SO ~ads (S7;i 
· ><\ ;1 - j!3 ~ods st.S~ 'e~ ~·= 

;3~ :~ds ~Ius {s:oo) 

703-998-4872 

~iraini~ Sea:e ~eaar~en: ~i ~eal:~ 
3~reau cf.~ec::a! ~.~urs!"~ F~~iii:ies 
J&--~s ~a:!SOft o~a!:1n9, 10:~ ~~ocr 
i~9 ~v~rnol"' 5:~~= 
'ic:m-.ol"~. "lil'~i,.i& 232 1g 

J.APP. 4296 



I. ~ICENSIHG CLASSIFICATION OF HOSPITALS 
AHO BEO CAPAC I TV BY SERVICE 

Name oi Facillt: 

TYPES OF 9EDS BY 
L I CEHSE CLASSIFICATION 

TOTAL BED CAPACITY 
(Excluding Bassinets) 

Medic~l/Su1"9ial 

Intensive Care Units 
Gener•l/Mixed ICU 

Cardiac Care Unit 

Other ICU (Soeclfy) 

Other ICU (Specify) 

Pediatric Cnit 

Obstetric Unit 

Psyehiatrfc Unit 

Self•Cire Unit 

Cardiac Rehabilitation Unit 

~e~ica! Renabflttation Unit 

Alcohol Detoxification Unit 

Alconol Rehabilitation unit 

Abor:ion Unit 

t.ong ier"!!t Care Unit 
Skilleo e.re (Title 18/19) 

l~tenftadia:e Care (Title 19) 

Non~rt i fi ed Hun i ng Care 

O:f'tel" (s;u:ciry} 

Ot:ser (s.,eciry) 

NUHBEA OF SASS I NET'S 

9. O~:=ati~~~ ~OSDital ~nlv (Check) 

Outoa:ient Sur;erv 

Outoatienc .~ortions on;y 

31 

Current 
Beds 

Staffed 

8 

--

: 
4017 

Licensed 
Becis 

~eQuested 

8 

FOR OFFICE USE ONLY 

Total Licensea 
Beds Approved i,~W 

Date: ,r.,). i- f/ 
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11. OWNERSHIP ~0 OPERATION OF HOS~IT~~ 

I~ accordance witn t~~ ~~ovisions of Chapter;, Ar:icle I, iitle 32.1, Code or Vir~inia or 1~50, all ~on• 
r~ceral ~edic•l facilities desiring licen'u~e as a 9eneral or 'oecial ~osoital in Vir1inia ~usc annually 
sucmi: the rotlowing info~tion :o the State Oep•rtment or Mealt". 

~NY C!ofANGES DURING THE YEA~ WHICH WOULD AFFECi THE ACCURACY OF TME FOL!.O\IING INFORMATION t!UST aE REPORTE:l 
P~OHPTLY TO THE STAT£ DEPARTMENT OF HEALTH. 

4. 1.;GAL. NAI1E. 
OF OWNER: .Jeffer-son Memorial Hospital Corpor-ation 

.. UMBER S. STREET: 4600 King Street 

CITY OR TOWN: ..;A;,.,;,;l;;.;;e;.;X.-a-.n;.;,;;;;;d;.;.r-.;i.;;a;.... ___________ • VIRGINIA 22302 

a. TYP! OF OWNERSHIP AND CONTROL Is the raci I i ty ooeracod :.y its owner? YES -"'""""'x~ 
NG __ _ 

IJ t~e facility IS NOT operated by :ne a-ncr, ccmolote bOth Col~ A and Columns. 

31 

{,\) 
OWNER 

one)· 

<a> 
OPERATOR 
( one) 

State or Loca! Gove~nt: 

(I I) State 

{IZ) County 

(I 3) City 

(1~) Joint City.Councy 

(15) · Nosoit•l Oistric:/Autttority 

(Z3) Sin~le ProPrietor~nio 

(25) Corporati~n 

4018 J.APP.4298 



C. IUFORHATION REQUIRED FROM CW"ERfSi o; THE FACI~ITY: 

~1ST THE FO~~CWI~ INFORMATION IN THE SP~C£ PROVIDED BELOW: (At:ac~ a s~Darata sheet IF n~~essary.J 

I. Name anc address or :orporation, agency or org~nization. 

2. ~ame(s) •nd address(esl of ~irector(s) or officcr(s) ·-and ci:lc(s). 

3. FOR PROPRIETARY ORGANIZATIONS ONLY •• N~(s) and aadress(es) or single ~vner, Dartncrs, ~ersons 
or Other COrDOrat ions having a f'inanci al interst of five Derccnt (S;:) Or !"'Ore in tne Organiz.ni en. 

~. FOR CORPORAT£ APPLIC~TS ON~Y -- N.me and address of the Registered Agent. 

1 • .JeFferson Memorial Hospital Corporation 
4600 King Street 
Alexandria, Vi ~inia, 22302 

2. See Attachment #1 
3. See Attachment #1 
4. See Attachment #1 

J. INFCRKATION RE~UIRED F~~ OPER~TOR(S) OF THE FACILITY: 

IF THE FACILITY IS NOT O~ERATED BY THE OWNER, ALSO PROVIDE THE FOLLOWING INFORAATION ON THE OPERATOR(Sj 
~F THE F~CILITY: (Attach a s~•rate·s~eet if necess•ry.) 

2. ~lame(s) 1na acscsress(es) of ~irector{s) or Dffic:er(s) - .,d title(s). 

3. ~OR ~R~P~IETARV ORGAHIZATIGN ONLY •• N~(si and •adress(es) of sin7le owner, Dar~ners, Dersons Dr 
ot~er coroorations having • financi•l inceresc or five percent ($%) or more in :he org•nizgtion. 

~. FOR CORPORATIONS ONLY - N.ae •nd •csaress of che Regi"ereo Agenc. 

··or;: 1 F -~:~E r s " s~aAAAI: s~ ~o~10 !)ARTY ~£ASE .:.GRE!MENT 9£TWE!N THE CWNER GROUP~ AND THE ~AGEMEMT !iROUP. 
~~C!'!I~E i'ME S~ FO&;R 1-:'£~5 OF :l!.'NE~SHIP !~FCRMATICH FOR THE ~SS~. 

3/ 
J.APP.4299 
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A. 

PART IV 
MERSHIP AN<EE"RATIYF MEDICAL OR NURSING FACILITY 

ANt CHANGe DURING l1fE YEAR WHICH WOULD AFFECT TH£ ACCURACY OF THE FOLL(WING INFORMA.TION 
ltJST BE REPORTED PRO .. 'n.Y TO THE STATE DEPARTMENT OF HEALTH. 

OFFICIAL NNE Jefferson Memorial Hospital OF FACILITY: 

NUMBER S. STREET: 4600 King Street 

CITY OR TQIN: Alexandria ClliN1Y: N/A VA. 22302 
(Zip Code) 

8 • LEGAL fWIE 
OF ()JN£R: Jefferson Memorial Hospital Corporation 

KUMSER s. srR£Et4600 King Street 

c 1rv oR TtJJN: Alexandria couNlY: N/A vA. 22302 
------------- ------- (Zip Code) 

C. TYPE OF' QINERSHIP AND CCHTROL 1 s the f•c:il i tv oper•ted by its orner? YEs __ No_L 

If the faci Jity IS awner oper.ced. only ce~~~plcte Column A be lor. 

If the facility _IS NOT operated by the orner. CCIIIpleta both Cohan A •nd Col1111n B. 

(A) (B) 
CIINER OPERATOR 
(~one) Cvone) 

State or Loc:.l Gowtr,..nt 

(11) St•c. 

(12) County 

(13) City 

(14) Joint Ci ty-(aunty 

(IS) Hospital District/Authority 

Non-Profit 

(20) Church Ael•ced 

(21) Non-Profit Corpor•tlon 

(22) Other Non-Profit OWnership 

Prcerietarx 

(23) Single Proprietorship 

- (24) P•rt•rship 

...L _!_ (25) Corporation 

PART IV COf4TINUED ON BACK 
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PART IV <CONTINUED> 

D. INFORMTJON REQUIRED FROM OWNER{S) OF THE FACILI1Y: 

liST THE FOLLQIING INFORMTICN IN THE SPACE PROVIDED BELOW: (Attach a separate sheet if necessary) 

I. N- and address of individual, corporation, agency or organization •ho owns the buildin3(s). 

2. Name(s) and address(es) of dfreccor(s) or officer(s) •• and citle(s). 

3. FOR PROPRIETARY ORGANIZATIONS ONLY••NC~B(s) and address(es) of single c:wner, ~rtners, persons 
or other corporations having a financial interest of ten perccanc (I~) or more in the faci 1 i ty. 
By each owner's n.ne _ indfCIIte percentage of ownership. 

4. FOR CORPORATE APPLICANTS OMLY•-N.., and address of the Registered Agent. 

1. Jefferson Memorial Hospital Joint Venture, 4600 King Street, Alexandria, VA. 22302 
2. Jefferson Memorial Hospital Corporation 

Leslie L. Peters, M.D. President 
Samuel D. Burtoff, M.D. Vice President 
Laszlo N. Tauber, M.D. Secretary 
Richard F. Sappington, Jr., M.D. Vice President-Medical-Affairs 
Lucio Luccioli, M.D. Treasurer 

3. LaszlcfN. Tauber, M.D. 
leslie P. Gondor, M.D. 
Samuel D. Burtoff, M.D. 
Michael Corrado, M.D. 

4. John Thorpe Richards, Esq. 
117 South Fairfax Street 
Alexandria, Virginia 22314 

E. IKFORMTION REQUIRED FROM OPERATOR($) OF THE FACILI1Y: 

IF THE FACILI1V IS r!9.! OPERATED rt THE IJINER, A!.SO PROVIDE THE FOLLQIING INFCRMTIGN ON TME 
OPERATOR($) OF THE FACILilY: (Attach a separec. .... c if necessary) 

1. N~a~t and address of individual, corpornion, agency or organization .tlo is responsible for 
managemMt of the faci I r ty. 

2. N.,.(s) arid address(es) of dlrac~r(s) or offic:er(s) •• end title(s). 

3. FOR PROPRIETARY ORGANIZATIONS ONL't·-N-(s) and address(es) of single cwner, ~rcners. persons 
or ott.r corporations having a finan.:ial inteNSt of ten percent (10%) or more in the managltftlltnt 
organizetion. 

Z.. FOR CORPORATIONS CHLY•-Nialt and address of the Registered Agent. 

1. Health Group of Virginia, Inc., Suite 801, One CommerCe Pl., Nashville, TN. 37219 
2. Officers: 

George-P. Van Chairman and President 
Richard L. Martin- Vice President 
Paul E. Boklage Vice President and Secreta~ 
Directors: 

·George P. Van, Suite 801, One Commerce Pl., Nashville, TN 37219 
Lucius E. Burch, III, Suite 801, One Commerce Pl., Nashville, TN 37219 
John C. Neff, Suite· 801, One Commerce Pl., Nashville, TN 37219 
Joseph v. Russell, Suite 801, One Commerce Pl., Nashville, TN 37219 
Frederick R. Adler·~ Suite 801, One Commerce Pl • , Nash vi 11 e, TN 37219 
Jerome A. Bohland, Suite 801, One Conrnerce Pl., Nashville, TN 37219 
Bill B. Jones, Suite 801, One Commerce Pl., Nashville, TN 37219 
Richard w. Lock, Suite 801, One Commerce Pl., Nashville, TN 37219 
William F. Spengler, Suite 801, One Commerce Pl., Nashville, TN 37219 
E. B. Lyon, III, Suite 801, One Co~rce Pl., Nashville, TN 37219 fSEE ATTACHMENT) 

~: IF THERE IS A SEPARATE SECOND PAR1Y LEASE AGREEMENT 8E1WEEN 11fE IJINER GRCIJP AND THE HNCAGEMNT 
GROUP, PROVIDE THE SAME FOUR ITEMS OF OWNERSHIP INFOR*TION FOR lH£ LESSEE. AnACH A SEPARATE SHEET. 

4021 J.APP.4301 
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December 29, 1981 

Mr. Olrl E. Linton, Ad.min1strator 
Jefferson Memorial Hospital Corporation 

·4600 KiDS Street 
Alexandria, VA 22302 

Dear Mr. Linton: 

Enclosed ·is Renewal License No. 167 to operate the above captioned hospital for 

the year ending December 31, 1982. 

Enelosure: 

4022 

Sincerely, 

Mary v. Francis 
Director 
Divis101l of Meclical and 
Nursiag Facilities Services 

J.APP.4302 



ASSIGNMENTS OF ERROR 

1. The trial court erred wJten it failed to apply governing Maryland law to 

detennine the rights and liabilities of the directors of a Maryland corporation for an alleged 

breach of fiduciary duty. 

2. The trial court's failure to apply Maryland law violated the Full Faith and 

Credit, Due Process and Commerce Clauses of the United States Constitution. 

3. The trial court erred when it held that the transaction at issue could be voided 

regardless of its fairness to the corporation. 

4. The trial court erred when it failed to apply the law in effect at the time the 

court rendered its decision. 

5. The trial court erred when it held that the transaction constituted the self-

dealing of corporate trustees with trust property rather than a transaction between these 

corporate trustees and their cestui gue trust. 

6. The trial court erred when it held that corporate directors who properly sought 

legal advice and then, in good faith, followed their attorney's advice could not rely upon the 

advice-of-counsel defense. 

7. The trial court erred when it concluded that, notwithstanding the Virginia 

Constitution's abrogation of the Attorney General's common law powers, the Attorney 

General nevertheless had common law authority to bring this suit. 

8. The trial court erred when it concluded that the Virginia Attorney General has 

standing, and the Circuit Court has jurisdiction, to regulate the internal corporate affairs of a 

Maryland corporation. 

4023 J.APP. 4303 



9. The trial coun erred when it concluded that the Commonwealth's Attorney ~ 

could proceed with this suit under Title 55 of the Code of Virginia. 

10. The trial coun erred when it permitted the Attorney General's special counsel, 

who was unlawfully hired on a contingent fee basis, to prosecute this action on behalf of the 

Commonwealth. 

11. Tpe trial court erred when it held that the Commonwealth's 25-year delay in 

bringing this action did not prejudice petitioners and, pursuant to the doctrine of laches, bar 

this suit. 

12. The trial court erred when it concluded that the Commonwealth could assert a 

claim to real propeny where, with the Commonwealth's knowledge, the title to that property 

had previously been quieted in a quiet title action. 

13. The trial court erred when it found that a 1970 subdivision of the real estate 

underlying the hospital was not properly apportioned and a pre-subdivision undivided interest 

in the property could, twenty-five years later, be subject to a constructive trust. 

14. The trial court erred when it found that petitioners failed to use due diligence 

and were motivated by private inurement when they approved the corporate reorganization of 

. the hospital. 

4024 J.APP.4304 


