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Bistriet Dﬂt?@@ﬁ@u*
internal Revenue Service

In reply cefer to:

“WAR 291912 | " T

Mr. Allen Baer, C. P. A.
1430 K Screec, N. W.,
s Washington, D. C. 2000S

v

Dear Mr. Baer:

L Y]

We are sending you the enclosed as provided in your power of
attorney or other authorizatien. For your convenience the tupayors

involved are listed below.

Sincerely yours,
District Director

D s A% NS

Enclosures:
XX Letter(s)
g Report(s)

Wy o

Taxpayer(s): Jefferson Memorial Hospital Associates

:
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g Bl P & 78S Te0e Reuenrpe Ti230" & 003 Geawers Ave.. Wimwngron. Dot ;m‘
i , : : R of the Treasury
Address any reply 10 DISTRICT DIRECTOR at cffice Na. = L‘ DﬂF‘ UE‘T“ HL
. Bistrict Diresteor
Internal Revenue Service
Oate: . In reply refer to:
MAR 29 1972 l Code 420
> Jeffersoun Msmorisl Hosptni Associates
c/o Dr. L. N. Tauber
3 " 4600 King Strest
. Alexandcia, Virginta 22300
' -
—_ !
Dear Taxpayer: : §
i

After examining your return(s) for the year(s) shown in the
enclosed examination rsport, we believe tax liability adjustmsents zay

be necessary.

The effect of these proposed adjustments on the income tax
liability of each partiner, shareholder, beneficiary, or grantor will
be shown in separate examination reports that will be sent to them. -~

. : :

If ocur findings are acceptable, please sign and return the enclosed
acceptance fora. I have onclcud a8 self-addressed envelope for your
convenience.

If cur findings are not 1coo'pubio. the grantor, or any one of the
partaers, sharebolders, beneficiaries or the fiduciary, may request a
review of the proposed adjustments. Their rights of appeal are explained

in their examination reportsl- :
*  Sincerely yours, -
District Director
Enclosures:
Exasisation Report
Acceptance Fors :
Envelope
;.

Form L=108 (Rev. 4-69)
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PAINCIPAL CAUSES OF CHANSES. AND OTHER (NFORMA TION

The principal causs for changes hereln is 2 docraase ir depraciation claimed by the
plx‘trersh.p. g‘

At /W85 the partnerchip, formerly kmewn ase Y&z Stracst Jalat Venture, rnorgaa* zed
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‘ The m& status of Jefferson Hc.':cria. Hogzital, Ine, haz beon racommencded to be
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for the réeccrmendation for revocation of the hospital's exampt status, coatributl

: ta the hospital are reccxrendsd to bc diszllewad, Refareice Revesnis Precodure "h-?S,

Cofe 1964l (Part 1), €54 zaad Mevenue Pm"ed\m ¢*-17, TR 1968-16, page 3€.

SCHEDULED ARB/ER ERANIMITS ATTACKED

.
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- . . .
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b Mr. Allen Baer

Baer, Pacneli anl Perry
Public Wational Bank Building
Washwt‘)ﬂ’ D~ C. ,-000‘5

Ra: .Jeffarson Memorisl Hospital Assonlates
Yeirs: 1953 and 1947

Dear U¥r. Baer:

Receipt is aciciowladgod of yous lattes dated April 25, 1972 ia
which you =303t a district conferance to reviae the proprsed
adjustsenis for the abcve-nased partnecship.

Our srocedural rales rajuire thet 13 cades with duficilsncins of
$2500 v sors thwt a £otmal protest, fllsd 123 acreoprdwnss with in- . -
atructions contalned ia the attached Intarmal Revenue Service
Publication No. 5, bs submitted defors a distriot confersnce 3ay

be scheduleld. Your protest should set forta in detail your rea-
sons fav 4isagresdent with the agent's propossd aijusimeuts.

A2 extension of time until June 1, 1972 is grantsl foc the presi-
rasion ol 1 protaat.

Siniecrely yours,

i{:/.\. Browa
Chisf, Confersnce Jtalt

Attazhaent

MMRW 012207

J.APP. 4081
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JEFFERSON MEMORIAL HOSPITAL 2™ “é*

4600 KING OTREEY. ALEXANORIA. VIRGINIA 23308
TELEPNONE: 703/931.2800

February 26, 1974

Mr. Clair Parsons

Council, Buchanan & Mitchell C.P.A.'S
3900 Hiscons'ln Avenue, N.W.
Washington, D.C.

Dear Clafr:
There has been a proposal made by a S;tockholdcr of Jefferson Memorial HSEM tal
Corporation, to sell the land and building of the Hospital to a non-related party
and Tease back the building and land for 105 of the purchase price for a period . - -
of 20-25 years.
There have been several questions asked about this proposal. I would 1ike to have
your professional opinion on these questions:
1. What will be the status of the existing mortgages

:; f;no time of sale? Will they have to be paid

2. What are the tax ramifications of this proposal
as {t concerns the hospital?

.

The purpose of this sale and leaseback arrangements is to provide tha owners with
a return on thetr investment. TMs brings us to another guestion.

3. How can the stockholders receive this roney from
ot e the corporation?

There has besn one 1dea expressed which would actually involve two sales. The
corporation would sell the land and building at book value to a partnership. This
partnership would consist of the stockholders. The partnership would then sell its
aiuts to a non-related party who would leaseback the land and bu—i;;ng to the

- hospital.

TAUBER 19076
.a® . Trial
No. 33 F-'xh:l.b:.t:
J.APP. 4082



Page Two

4. Wwhat are the tax ramifications of this
plan?

Please feel free to express any ideas which may prove valuable in acheiving the object-
ive of return to the stockholders.

Sincerely,

: R.K Rytter Dﬁ
Comptroller

Rm:p.c

TAUBER 19077

J.APP. 4083
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COUNCILOR, BUCHANAN & MITCHELL
CsaTiFIED PUBLIC ACCOUNTANTS

w SALOWEN SUCRANAN
JAnES 4. COUNCILON

D | WITCHELL
SONA nyNNES uign - :::.:;l'::t-:m avEnue
CueEuE n. BTOSSEL . 0 C. 20010
Lous 0. cos TELEINONE 037-0910
DORALE 7. BeNULLEN Mareh 1, 1976

EWe # SIS

SYONE? 4. LAWAENGE
TRONAS 4. O BV -

: .:‘u::o um.mooo e P
enoven o -vucu..ao ” / /f L- ,'3 ﬁ

U600 King Strest,

s Virginia, 22302
Dear Richard:
I ea submitting below ﬂnm to the questions in your letter of Pedruary 26,
1976 regarding & propcsed sale and lease-back of the land and duilding now owned dy
the Hospital. _ .
1. Status of the Existing Mortgage if Property Is Seld

i
i

a.

a Loss and Leased Back

Although I have not resd the original mortgage contract, as you are avare
soms mortgages 2y be assumed Dy the buyer. However, if the Duyer does
assule the mortgage, obvicusly, the cash collectidle would de the difference
between the sale price and bdelance of the mortgage note.

I? the mortgage note is 2ot assumed, its balance would bave to de paid,
otharvige the mortgage would ndt be secured as required dy the savings
and loan industry. Moreover, it is inconceivadle that a duyer would

purchase the property at the full sales price and have an existing lien
on the property tecause of an unpaid mortgage.

Tax Aspects if land and Building Are Sold to & Banerelated Party at

The Denefit of & sale at & loss is the realization of a deduction against
ordinary insomss However, the lav provides that no gain or loss shall de

recognized whese the taxpayer exchanges property used in trade or business
for properdyp 6f & like kind for the same use. The Treasury a-mgum

- state that farthispurpose a "leasenold with 30 years or more to rua” and

“resl estate”™ are property of.like kind. Thus, 5o loss would be receg-
nized to a vendor-lessee vho lesses back for 30 years or more. DBesides,
vhere thers 1s a sals at a loss and a leaseback for a bdase ters of less
W Ig:cl, the existence ot & reneval optica may prevent deductien

'®

TAUBER 24545

° Trial Bxhibit
No. 386.

~ YAPP. 4084



To: Mr. Richard Rytter, Marvch 1, 1975.

3. Tax Aspects If land and Bullding Are 20ld to a Non-related Party at a

COnFigEmA

Gein and lLeased Back

mmmummumummmmuusq

rate. The restal paymasts would de deductible againss

L, Di snd
"Bccnomic reality” rather than the specific languageof
frequantly cautrolstor . Jor example, (&)

from incoms and Tetained earnings or dividends from capital, either is s
non-deductidble cash cutlay by the Corporatiom.

R your last quasticn vhereas the Corporsticm would sell its land and building at
book value to & partnership consisting of the Corporatioca’s stockholders, if the partners
were stockbolders of the Corporaticn, 00 loss wvould bde recognized, dut if the fair macket
value of the duilding exceeded the book valus, mueulmnbotrwtauuuvim

to the stockholders.

If you have any questicns regarding the above, DPlease 40 not hesitate to call ns.

Sincerely yours,

(7 s

Clair A. Parsons

.4

J.APP. 4085
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Dr. Lazlo K. Tauber,
Jefferscn Memorial Hospital,
L4600 King Street,
Alexandria, Virginis. 22302

Dear Dector Tauber:

I bave stuided the proposal of partial liquidation of the Hospital adopted at
the March 13, 197k Board of Directors Meeting whick you furnmished and am sub-
mitting below zy opinion as to the possibls tax consequences.

In order that the transfer may be classified as an exchange end theredy qualify
for capital gain treatment, rather than be treated as a dividend subjact to
ordinary incoms tax rates, the consideration for the transfer would have to be
the redexption of scme capital stock in the hands of the transferees and also
meet a test of Secticm 302d of ths Internmal Revenue Code vhich provides that

the distribution be substantially disproperticnate. . Generally, a redesptiocn
is disproportionate if the shareboldear’'s interest in the corporstion's voting
stock after the redemption 1s less than 50% of the voting stock and less than

80% of the interest he had before redemptiocn.

Because the Internal Revenus Service carefully scrutinizes corporaticn distribdu-
tiocns, I strongly recommand that after all of the detalls of the proposed stock
redemption are wvorked ocut and the amcunts are known, s ruling be cbtained fywm
the Service as to tazabls status of such s redemption. Without a specific
ruling, there are few transfers and redezptions of this naturs where a taxpayer
can rely with complete certainty on the cspital gain treataeant,

If you have ey questicas, please do not hasitate to let me know,
Very truly yours,

Mot tii Bramno
Clair A, Parascas

Trial Bxhibit
No. 387.

TAUBER 19078
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A omac Zails Church, Virgima 22041

Malcolm S. McDonald
Executive Vice President

August 8, 1974

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

Dear Dr. Tauber: -

I have checked through our file and have examined
memoranda and letters regarding both the loam to you for the Canadian
investment and the loans to the doctors for the Jefferson Memorial '
Hospital purchases. (Copies included). As you can see, the original
loan to you was committed for two yaars at prime + l%. This vas capped
at 8% because of the usury problems in the State of Virginia. Since July
1, there is no longer a usury problem omn loans to individuals used for
business purposes. Therefore, in the renpewal,- we requested a return to
the rate of prime + 14% which is the original Yate. The savings and
loan association account was opened in July of 1972 and balances were
drawm down periodically until the account was closed in May of 1973.

We will be pleased to give you an extension of another six months but at
the rate of prime + 1%,

Referring to the memorandum to you on the Jefferson

Memorial Hospital rights offering loan, the original interest rate was

to be prime + 2%. Again, we were forced to keep this rate at 8Z. The
renewal which Dr. Peters discussed with you was at a return to the original
rate of prime + 2Z. In as much as the loan will be due in full in Septem~
ber, we will agree to carry Dr. Peters' loan at 8%, with the understanding
that it would be paid in full at the next matuyrity. I am contacting Harry
Trainor with a copy of this letter. Please advise Dr. Peters to go directly

to Mr. Trainor.

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

Your fruly

Malcolm S. McDonald

Trial Bxhibit
No. 387 (a)

J.APP. 4087
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Nasst .’~"f'~r—.,-. .

La‘”\l }U !",
225 West Broad Street
Falls Church, Va. 22046

July 14, 1972

Laszlo N. Tauber, M. D.
5401 Westbard Aveaue
Bethesda, Maryland

Dear Dr. Tauber,

We are please to inform you that Bank of Virginia -
Fairfax has agreed to accomodate your loan request subject
to the following terms and conditions:

1. The principal amount of the loan will be
$60,000.00.

2. The lcan will be made ocn a demand basis
with the understanding that full paymeat
will be made within two years from the date
of the note.

3. The interest rate will be 1%7 over the
Bank of Virginia =- Fairfax prioe. rate with
adjustoeats made on the first day of each
calendar quarter. Iateresc will be billed
and payable on a quarterly basts..

1 vould like to thank you for refetting the Standard
-Savings and Loan Associgzion account to us add I have
enclosed the resolution and signature cards which are
necessary to open the account.

Please feel free to con:ac: e 1f'I oay be of further

assistance. . .
. Very truly yours,
Harry J. Trainmor
Credit Officer
EIT:ss -
Enclosure

TAUBER 24557

JAPP. 4088



TO: ’ Dr. Laszlo N. Tauder

FROM: Malcolm S. {eDonald

SUAJICT: Jefferson Mezorial Fospital Rishes Offering
DATE: June 12, 1972

We understand that Jefferson if{emorial Hospical is planning a rights
offering to preseat stockiolders of onc share for avery four shares presently
held. You have asled us for financing for up to 24 doectors te provide uwp
to a maxizmum of $240,G0C.70 to finance tae exercise of the stock purchases.

We will be pleased to finance these doctors on an individual basis
based on their own financial condition with loans in the amount of the full
purchase price. The loans will require payment of interest oaly for one
year, and quarterly payuments of 10Z of the princlipal plus intcrest for tiie
second year, with paymeat in full at the end 8f the sccond year. Iaterest
will be at the nrime rate of the Bank of Virginia - Potomac plus 2%, fluc-
tuating quarterly. Ue will hold the stock purénased as collateral, and each
doctor cust submit a recent personal financial statenent. Doctors who are
married will be asked to provide their wife's signature on the loaan, and
will be required to open a persomal cnecking account.

TAUBER 24558

J.APP. 4089



JEFrtRSON MEMORIAL HOSPITAL

4600 KING GTREST. ALIRANORIA, VINGINHA 33308
TELEPNONG: 703/091-2000

November 7, 1974

Roy Nicholson, M.D.
3215 Columbia Pike
Arlington, Virginia 22204

Dear Doctor Nicholson:
On October 29, 1974 at a special Stockholders meeting of Jefferson

Memorial Hospital Corporat;cn, the sale of the land and the bu11d1ng
was approved. Subsequontly, on November 6, 1974 at the Board of
Directors Meeting the sales contract was approved and is to be pre-
sented for final action at the special Stockholders meeting on
November 27, 1974 Qt 12:00 Noon.

In accordance with the agreement, I am formimg a general partn;rship,
acting as Trustee for thc-general partners. I am inviting every
Stockholder to participate in this general partnership according to

their percentage ownership of the stocks.
Percentage

Your percentage of ownership is 3.30 .

participatioa requires $2,400 per 18,
Please notify me no later than the 15th of November whether you are

willing to‘p.rticipoto in this general partnership. If I do not
receive an saswer from you on/or before November 21, 1974, I regard

that you are not willing to participate in the general partnership

nd;&rpcrccnus?ﬁbo
\

?
]

/ ) Trial Bxhibi
“La s ( MI ”” No. 388. bit

TAUBER C1369
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IESSRSCN MEMCRIAL HOSPITAL

LSINT . ENTURE AGREEMENT -

-canuary 2, 1375

Zear Coeter Surtsif:

At your request to participate in this verture, you are advised
that the undersignred, Dr. Laszlo N. Tauber, purchased Jefferson
Memorial Hosoital building andg land owned by the Hospital, 4600 King
Street, Alexancrta, Virginia. Participatich in this joint venturs will

26 under the following cenaitions:

1. The namae of this venturs will be known as the'Uefferson
Memortal Hosoital Jeint Venturs. "

2. Title to the property will be heid in the name of the Laszle
N. Tauber, M.D., Trustes, or tn the name of Or. Tauber a.,t?;-i.ts'uo
for all parsons wno come into the venturs. Dr. Taudber will acknowledge
the fact that you will be a bensficial owner to the axtent of your
sarticipating (nterest, as a Tanant {n Commen,

3. This venture will be timitsd to this particular project.

4. Or. Tauber wlll be in charge of all future conatr-ucuo'n
activities, leasing, mortgaging and ssiling and cther dealings with such
land and proposed construction, if any, Or. Tauter shall have the rignt‘
to buy any e¢quipmaent on a congitfonal bill of sale ang shall have tha
further rignt to stgn any and all docurments In connection with this
venture. You wtll havo. no volce in the constructicn or managerment
as you will be an invester only,

S. The cost per cne unit is as follows: 1% lang, 1% building;
52,400 acove the 1% of the existing mortgage,

‘Whether tre larkt (s held ana awned permanently by the ;c:nt venture
or contributed to a charitadie crganizaticn, all distretbutions of sapital,
ncome, loss, cadital gains or casital losges or any‘ addlttonal casn

saoital reautrec rorm ecach memper shall ba based upon ownersntd N tre

zullding.
" m Trial Exhikit
.- . No. 389.
S -“""ﬂ“u‘M'Iﬁ“-’ﬁ oot S
o ° cermares . ceme L e .‘\-v ce ...-0-" c e t '".J,APP.4091
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S. Zank acgsunts wiil te Scenea ang matntainea 1~ t=e narmg of
‘affarson Memor:ai Hosoital Joint Venture, ' *sr the ourscses of
zarmnng on the gvery cay business of the venturse. Jilecks crawn on saig
accounts wiil be signed Sy Cr. Tauger., .t iS agreea :hat ~e smatl noc =
~aguireg £5 furmsn any evigence ¢ nig autnority to SSen such acegunt =r
acesunts and to withdraw funas therefrorm UDON CNECKS rawn and gxecutsd
in the manner aforesatd, cther than delivery o such bank or canks of an
executed or photostatic cooy of thig letter of agresment,

7. Dr. Tauber will keep proper recards of all constructicn

activities in regard to the joint venture and vu;ill cbtain and keep properiy
ne-s:cd beoks of account relating to tha business of the joint vervurs. Said
records and books of account, as well as any and all bank ‘acesunts,
checks, atc., of the joint venture will be kept avatiable for your inspection

at all ~eascnancie times. Said records, beoks of account, constructicn

contracts, mortgage commitmens, etc., will be kept by Or. ';Tm'or in
his offtce. He will sslect a reputable Certified Pubdlic Accournant to sat
up proper Books of account and to periodically audit same, and orepare
income tax returns., Copties of the audit reports and tax retv.;rﬂs‘wiu be
required to be used for sach individual's share of the income for his
own individual tax return. All costs involved shall be a joint venture

8. [t s understoca by Or. Tauber in the development of the
construction activities, (f any, and the cttaining of construction money
and perrmanent mortgiges required by the joint venturs, u:u Dr. Tauber
will be in charge of such activities and all decisions reiating to such
acttvities aha.ll be made by him.

_9. No surchaser of prooerty from Or. Taubsr, nor any lerder cf
money upon the security of any of the joint venture assets, shall be re-
quired to see to his authority to make a Conveyancs or obtain a loan uosn

the security of the orcoerty, or to see to hig asplicatien of any purchase

meoney or money loaned. Tach purchaser or lender snall te entities to

oas P T 1 v%e, N e
), SN
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zeal witm mtm With resoect = SAIQ SrSoerty to ail 1Atents ara Surssses as
ougn me were the aczual owner rerect,

‘9. f VOU ever 'sisn to Setli yCur interest 1N the venture, ,cu Mmust
fimge o:;:axn Cr. Taudber's written acoroval. Thae Jefferssn Aermerial
—sspteal .3:nt Venture, oy Dr. Tauper, snall have the first rigrs 13
Surcnase your tntarest if you desire to seil by meeting any cona fice offer
that you may odtaln from other Darties. You must submit vour bona fide
cffer to Dr. Tauber tocgsther with the related documents ard O, Tauber
snail have 1S days in which to exerctse the right of the joint venture to
surchase your interest. [f Dr. Tauber falls to exercise the right o buy
for: the joint venturs, you shall be free to sell your interest. Any owner
NRQ wiQhu to assign his intsrest will also be required to cotain Or.
Tauber's written approval to convey his interest, which asproval will net
=e unreasonably withheld. You shail have the right to bagquaath your"
intarest by your Will, Any subssguant owner, however 'oouih;r.;, st:tsll be
subj.c; to this agreement,

11, Any majer decision necessary cor desirable in carrying cut this
loint venture, and for the determination of which ne provision is herein
made, shall be made by Or. Tauder.

12. Your ownersnhip interest shall be _11.000 % in tne lang ano

11,000 % in the butlding.

13. The parties agres not to enter into any court action \n any
Jispute which may arige at any time and agree that any disoute or
controversy that cannct be amicadly sattied will be sutmitted to

arpitraticn, sach party to sslect and pay for cne arbitrator, and if the

arbitrators cannct agree, the arpitrators are to selact a thirdg arditrator

at the cost of both parties whose decision shall be final. The oarties
agree to abide by the decision of the arpitrators. [t {s agreed thatthe
rignts of the Trustes to act under the agreeament shail not in any way de

affected or moatified guring the arpttration.

L e e

o "JLAPP.4093 -
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"4, Z7. Tauoer wiil asooint SUCSESSOr TUsStees, il A Srocer ii—a.
at his iscreficn. Sr. Taucer srail recawn the FISRE L0 SuBStItute tnese
successor trUSiees, anc said t-ustees, o e SUCCESSOrsS 3 tem. snai
~ave tve rignt 1T act Sy a majontty vote as Trustes nereurcer, witn ail ~ro=:
and cowers nerain spectfieo for Or . Tauper.,

3. The orginatl cost for your 1 umt intarest tn the venture 1
32,400.00 above the existing mortgags.

16, Tha net rentat income will be distributed Mmonty after cayment
of reserves for real estate taxes, insurance, reserves for replacement of

assets, ana any cother raserves that may be reguired under the circumstance

all within the discretion of Dr. Tauber.

If you agree with the above, plmc_ signify your a.cc.onneo oy
signiﬁg this letter where your nama is lne'u':atn below and olaase have your
signature witnessed and dated. A.N'tor this has been done, please return
this agreement to me for my signature, and after | have signéd t, '['witl
return a copy to you for your flles.

The Memorandum Agreement of Sale and Leass Back are attachec
and it is a part of the above agreement.

Yours very truly,

JEFFERSON MEMORIAL HOSPITA
JOINT VENTURE .

ay: - ”J
L.mg N. Taubsr, M.D.

/ , Trustes

.

_%r%ézd__

Social Secur'ty Number:_£208 - /J0 -/ 3.

J.APP. 4094



; ~DDENDUM
™ I
| May ¥, 1578
!
: At t=a recuest of _efferscn Memertal HospDital, he criginat six
| months agreement was extences to Seotermoer 1, 1975.
i ;
G i
- By?
IRWIN S. FREEDMAN, M.D.
President
~ .
(Corporats Ssal)
ATTEST:
_ -
By: ‘o 2 . e luiro
LIE L. PETERS, M.D. B
) . Secretary . PRI
é‘%& )
LASZLUO N. TAUBER, M.D.
Trustes
~
P
!
3
7~ -
i
i
£
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+.FFERSON MEMORIAL HOS:..AL

4800 KING STREET. ALEXANORIA, VIRGINIA - 22308
TELEPNONG: T703/931.2800

January 30, 1975

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

Oear Doctor Scully:

The Soard of Directors of Jefferson Memorial Hospital decided to
compensate those Stockholders who purchased additional shares of

stock in Septembar of 1972. This action was made in appreciation

for the emergency help which these Stockholders rendered to the Hospital
to help avoid an embarrassirg financial crisis. These Stockholders

are entitled to exchange their shares to long term promissory notes or
apply their shares in the transaction between the Hospital and Laszlo

N. Tauber, M,D., Trustee, in acquiring the land and the building owned
by the Hospital. The conversion is based on $6.00 per share.

Those members who have not exercised their option in Full to convert
those stocks into long term note obligations are allowed to transfer ctneir
right individually to certain Stockholders of the Corporation. This
letter is to advise you that you are one of the Stockholders to whom this
privilege is granted and you are allowad to participate in this venture

up to 5% which will require that 2,000 shares be transfered

to Jefferson Mermorial Hosgpital. This is, your stock ownership will

be reducad by 2,000 shares and you will be 5%  beneficial owrer

of the land and building which is to be purchased by our venture.,

Thank you for your confidance.
Sincarely yours,

(,a@.’;v 1. 1. i

LASZLO N. TAUBER, M.O
Trustee

LNT:kb - -

Trial Exhibit
No. 394,

TAUBER 21951

J.APP. 4096



MCmath A COR0A00 MO .

MICHAEL A CORRADO. MD
RICHARD J HART. JR. MO
~

Stets Csongoy
MES-Say Aecg By .2 o
4948 S.1£0e woucw @24z
wTERMnAL MEDICINE Faces SuitCa s0G Ve 22740
CAR0IOLOCTY $33.2003

s March 24, 1975
Dr. Lazlo Tauber
Jefferson Memorial Hospital
Alexandria, Virginia
i Dear Dr. Tauber:
In refrence to the approved sale of the Jefferson Memorial
Hospital Building and Land to stockholders, it has come to my
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 Building and lLand was to be

discributed proportionately according to stock cwnership.
Furthermore, it was decided by the stockholders and reaffirmed
by the new Board members that the subscribers in the secondary
offering of $240,000. will be able to convert the bonds which
this represents to purchase their share of (the hospital building
and land. If a larger percentage would becode available due to

some zmembers not exercising their option, then the unsold portion
= would again be purchased by stockholders, again according to the
percentage of stocks held in ‘the Corporatien.

Any alteration from this arrangement I will find umacceptable
and will oppose {a every available legal means.

- Sincerely,
"
v
N .G Crnakir
Michael A. Corrado, M.D.
=
oy
TAUBER 24297
)
* : Trial Exhibit
: . . No. 402.
J.APP. 4097



- | ~ , JEFERSON MEMORIAL THOSPITAL

4600 KING STRELT. ALL ‘NORIA. VIRGINIA 223032
TELZPHONE. ,03/931.28090

) March 25, 1973

o J. Thorpe Richards, Ssquire
: 117 Fatrfax Streat, South
Alexandria, Virginia, 22314

Oear Thorpe:

[ am sorry that [ was not able to get in touch with you by telephore .
Therefore, [ am enclosing a photocopy of a letter From De. Corrado.
[ think that he is totally wrong but [ am sick and tired of being sued,
therefore, before [ do anything, [ would like to ask your 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, bords,
However, it was decided that only those stocks can be used for this purpose
which were issued on September, 1972, no other stocks or bonds are
recognized for this transaction,

3.) Furthermore, anyone who purchased stocks in September, 1972 has
- thrae (3) options: a.) To keep the stocks; b.) to utilize part of his stocks
to pay up to the percentage in the newly acquired building and land. For
example: [ purchased 25% of those stocks in September, 1872, it is 15,000
shares. The Board of Directors agreed that those stocks be converted to
$6.00 at face value. My 15,000 shares represent 25% of this newly issued
stocks and since my percentage in the corporation is 25% therefore, [ was
allowed to participate up to 25% as maximum in the acquisition of the building
and land. Since the $60,000 to acquire 25% of the purchase price would
require only 10,000 shares to be converted at $6.00 per share. So [ have
N the opportunity for the remaining 5,000 shares to be converted into newly
' issued hospital bonds or notes which will have maturity in 20 years and
carrying intarest of 8% annually and the conversion is based cn $6.00 value
of esach share. Furthermore, | have the option with this excess 5,000
shares to assign to other stockholders and let them use that right up to
5,000 shares to be converted for the purchase of interest in the building
a and land.

To summarize, [ have 15,000 shares which are newly acquired. | used
10,000 shares to purchase 25% interest in the building and land and for my
additional S, 000 shares, [ selected to keep thess shares so | increase my
- percentage in the Corporation and [ assigned my right up to 5,000 shares to
a other stockholders. As [ understand, Dr. Gondor did the same since it is our

right to assign those rights to whomever we want. [n the proposed action

TAUBER 21763

. : : ' Trial Exhibit
. No. 403.

J.APP. 4098



mentioned above, there is N0 Misunderstanding as Far as | know among tre
former and present members of the Board of Directors, The enclosed
photocopy of D, Corrado's letter speaks for itself. The Board of Directors
cecided that the so called surplus percentage in the acguired building and
land to be altbcated according to my judgement to distribute to those stockholcers
who [ feal deserve this excess percentage due to their continued support of
the Hospital. The legal question is whether Dr. Corrado has any merit to
his claim accusing me of preferential treatment to some cf the Stockholders
while at the same time disregarding his contribution to thé Hospital. [n my
judgement, Dr. Corrado would be perhaps the last one whom [ consicer to
obtain any excess of this not claimed percentage. [F you: feel that he has
legal right to back it, naturally, [ don't want to go to Court. His suggestion
that every stockholder who wants to have more shares should be given an

opportunity to buy additional shares according to their proportionate ocwnership,

For instance, Dr. Corrado owns 9.72% and if the surplus is 10%, then he would
get 0.972%.

[ want to repeat it that I am very much against that Or. Corrado get a
single share beyond his percent since he did not support the Hospital in
the past, present and [ doubt his support in the future.

Please advise me.

Sincerely yours,

“anl (. Bt no

LASZLO N. TAUBSER, M.D.

TAUBER 2178~

J.APP. 4099



JEFFERSON MEMORIAL HOSPITAL

4600 KING STREET. ALE: ~NORIA VIRGINIA 22302

TELEPHONE:  :33/931.2600

May 29, 1973

Mounzer Sibav, M.D.
6305 Castle Place
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 Memorial Hospital Corporation stock.

Based on your directed communication concerning the stock, the.
Hospital Corporation-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 of receipt of this registered letter,
make a deposit of 10% of the total purchase price and
within 30 days pay the remaining balance.

It is our ferverent desire that you will once again become a
Stockholder of Jefferson Memorial Hospital. This offer will
remain in effect for 14 days following receipt of this letter.

S. 2 ,
Hospital President

ISF:pc

MMRW 002958

* : ' Trial Exhibit
g : No. 403(a)

J.APP. 41060



CONFIDENTIR
JEFFERSON MEMORIAL 110SPITAL

4600 KING STREET. ALEXANDARIA, VIRGINIA 22302
TELEPHONE: 703/931.2600

June 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
W 822350
Noneg ~0-
NONE .;: ~Q -

SIGNED: (‘LL"(""’( Qt"’?’ (SEAL)
Werner Prinz M.D,

WITNESSED BY:

A’{a@_aﬁz;é__

TAUBER 24474

. Trial Exhibit
. No. 406.

-

J.APP. 4101



¢

o e e CONFIDENTIA

TELEZPHMONE: 703/931-2800

Juae 27, 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
280 ORI Tuen BBIOR *10000
£4C oM Teen GGCOLl * \4 000
Nong . —O-

SIGNED: ’U.wl/ﬂ/] (SEAL)

Truin S.Freeoman MmO,

WITNESSED BY:

TAUBER 24489

J.APP. 4102

“re



JEFFERSON MEMORIAL HOSPITAL

4400 KING STAZET, ALCXANDRIA. VIRGINIA 22302 CUNF'DENT’,{!I

TEZLEPMONE: 703/9031.2800

June27‘1975

[ hereby relinquish the Jefferson Memorial Hospital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT ‘
RR\ 0% tuey RAR \OR 30 cca
\ eee $A£15y;g
NonE ' -0-
.
SIGNED/MM(SEAL)
] Trewin- S Feecoman, MO

WITNESSED BY:

TAUBER 24490

J.APP. 4103

‘re
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JEFFERSON MEMORIAL HOSPITAL  CONFIDENTIL

4600 KING STRELT, ALELXANDRIA. VIAGINIA 22302
TELEPKONE: 703/831.28C0

June 1975
I hereby relinquish the Jefferson Memorial Hospiﬁal Corporation bonds
scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT

BAA oS Tuaw AAR OS] $4 o0

| _BBG 03\ Tuew VAR O 83000
Lo 00N e, S OOS ' 3 nso

SIGNED: / 4;, 4 [ﬁ((éuw (SEAL)
. Lesue ‘c?ce.mmo

WITNESSED BY:

T a5 1775

TAUBER 24492

J.APP. 4104



JEFFERSON MEMORIAL [IOSPITAL

~

Ay

4000 KING STREET. ALEYANDARIA. VIAGINIA 232302 VU‘” I
TZLEPHONE: 703/038.2800

June 1975

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds
scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT
_BapogiTuen BEB 0S8 84 000
02\ Tw 831800
CCe 082 The. tee oS 3 ngo
v
- StGNED: / s Bitere (SEAL)

Lesue, Cormano

WITNESSED ,BY:

/A

e 25 /I7S

TAUBER 24493

¢ J.APP. 4105



JEFFERSON MEMORIAL HOSPITAL e T

4600 KING STRRLT. ALZXANORIA, VIAGINIA 22302 EGI\\:‘_\ UtH A ate

TELEPMONE: 703/9031-2800

June 1975

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds
scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT

QSB ONG TwRw Bﬂﬂ o4 8 Q'OQQ
BEROIT Twen BAR 028 82 aoe
CeL 087 Tu@u See OO ’ 8 nce
—s.
\ :

SIGNED: ﬁiyﬁmza/ (SEAL)
Curwwternie (orkace

WITNESSED BY:

- ’ TAUBER 24494

J.APP. 4106



JEFFERSON MEMORIAL HOSPITAL

e e oo e s CONFIDENT

June 1978

[ hereby relinquish the Jefferson Memorial Hospital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT
HBAONG Tuew ABA O = . %9 oag
BERCIS Then BAR 028 82006
Cee oan Tumm Sic 0OQ 3nse

¢

SIGNED: ﬁg vy (SEAL)

__— Cuawternie (oreacs

£,

/

TAUBER 24493

. J.APP. 4107



JEFFERSON MEMORIAL [HOSPITAL

4600 KING STRLET. ALEIANORIA. VIRGINIA 22302
TELEPHONE: 703/931-28¢0

June 1975

CONFIDEN

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
ARR OS| Tuen ARA ONS $ 25000
22802 Teen BRSO 3 100
Lecoed Tuen (O 006 o 2 loco
) 9
SIGNED: ' /

Leswe Corrnana

WITNESSED BY:

(SEAL)

TAUBER 24494

. J.APP. 4108

-
-
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JEFFERSON MENORAL WOSPITAL — CONFIDENT)

48C0 KING STAEET. ALEIANGORIA, VIRGINIA 22302
TELEPHONE: 703/931.2000

June 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
ARR OS| Tugw RRA OGNS $2s000
228021 Tvey BRGAN % 3 c0g »
Leennd Tuen (S 006 2 loo
.
- sxcusn:7 am (SEAL)

Leswe Corenpa

WITNESSED BY:

TAUBER 24497

. J.APP. 4109
.
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JEFFERSON MEMORIAL HOSPITAL  CONFIGENT:2:

4600 XING STREET. ALEXANDRIA.' VIRGINIA 22303
TILEPMONE: 703/931.2800 -

June 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT -
AfAone Tuew AR\ $ 15 000
REROASC Then RRBME 2 2000
Lec oon TeEMCCC O 3 1000

SIGNED: 24z &/ (SEAL)

CnristorPneR (areano

WITNESSED BY:

N s 71775

TAUBER 24498

. e ~ JAPP.4110



JEFFERSON MEMORIAL HOSPITAL

4800 KING STREET., ALEXANORIA,

TELEPHONE. 703/931:8.:.0.°"“A e U[ ’F‘ DC:V'T! L

June 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporacion Bonds scheduled below:

BOND NUMBER

AMOUNT
AR ONG Tuen Ao 325000
SRR oIS Trew RRRGE $ 2 000
£CC 00N TuEmCLC OO S \oeo

SIGNED: - L4  (SEAL)
C\-\é\STOP\-\EQ Corenno

WITNESSED BY:

v b X5 . /975
TAUBER 24499

. J.APP. 4111



JEFFERSON ME\()RIAI. HOSPITAL CDNHDEN”AL

4600 XING STARET. aALL- NOMIA, VIAGINIA 12302
TECLEPHONE: °33/931.2800

Date S 97(

I hereby ackqowledge receipt of Jefferson Memorial Hospital

Corporation Stocks listed below from Dr. M‘(

Certificate Number of
Number Shares
Sy 4 eSS
156 SNA LY
v

TAUBER 24500

J.APP.4112



JEFFERSON MEMORIAL HOSPITAL

VIRGINIA 22302

4600 XING STRELT., ALKXANDRIA,
TELEIPHONE: 703/031-3800 S —: :- L
CurriteNTIAL

June 1975

[ hereby relinquish the Jefferson Memorial Hospital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital
Joint Venture.

BOND NUMBER AMOUNT
3 4000

BAR AN tuen BB® Mo 209,
) _3__1so

c o2

- -

\ [Zﬁ ‘ ~ 7/_>ksl_;\t)

LAaswiwe &a?aaﬁ M.O.

NONE

SIGNED:

TAUBER 243503

J.APP.4113
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JUFFERSON  MEMORIAL HOSPITAL

e o CONFIDENTIY

TELEPHONE: 703/931-2800

June 1975

I hereby acknowledge receipt of the Jefferson §!emorial

Hospital Corporation 3onds sch.eduled below:

BOND NUMBER . AMOUNT
RRAR 132 Twen BREG 140 aL\j:;QQ -
Ccec 100 Then Cccinl 8 3o
N
Noneg i ~-Q -

(4%«/@
’ SIGNED: /& / (SEaL)

Lagzuo NaaTas , MY

WITNESSED BY:

TAUBER 24506

e ].APP, 4114
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JEFFERSON MEMORIAL HOSPITAL

4800 XING STREET. ALIXANDAIA. VIARGINIA 22302
TELLPKONE: 703/931.2800

CONFIDENTIY

June 1975

1 hereby relinquish the Jefferson Memorial Hospital Corporation bonds
scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT o
ARA 2S00 . t{ ooa

DOR ML Taen BB MG 33 cae

Lec loaTuen COC\QR 8 nso

SIGNED: th\ | Avwp~ 79 (5paL)

Dan Tsriczi, M.O.

WITNESSED BY:

TAUBER 24507

J.APP. 4115

aaf



JEFFERSON MEMORIAL [HOSPITAL

46C0 KING STREET, ALEXANDARIA. VIRGINIA 222302 CD N F' DE;V le;?“

TELEPHONE: 703/931-2800

June 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporacion Bonds scheduled below:

BOND NUMBER AMOUNT

AAR S0 Mlooa .
RBA N Tuen BOR NG 83 000
Cee \06 Thew Coe 108 : 8 nso

—

. {',,_,L .
SIGNED: \of — [ =" ceary

Dan Feeiow: , M.O.

WITNESSED BY:

TAUBER 24508

. . J.APP. 4116



JEFFERSON MEMORIAL HOSPITAL

4600 XING STREET, ALIXANOAIA, VIRGINIA 21302

ot CONFIDENTIL

June éf 1975

[ hereby relinquish the Jefferson Memorial Hospital Corpeoration bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER

AMOUNT
ASA \O\ Tuey ARR VIO 870 C;QQ
QRRA Tuey BRBOYY 310 00a
NONE el © Xod

1

SIGNED: AM/-M A~  (SEAL)

. keswe P Ganocer, MO,

WITNESSED BY:

.

TAUBER 24510

. JAPP. 4117



JEFFERSON MEMORIAL [OSPITAL

4600 XING STREET, ALEYANORIA. VIRGINIA 22302 CUI’" | r'” Ri
TELEPHONE: 703/931-2600 AN Ly | ! [-

June % 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT

ARA O Twew BAK W30 330 000

202029 Tuei ARB QYR 2\ 000

SIGNED: (seat?
Leswe P .Gonsee MO,

WITNESSED BY:

. J.APP. 4118



JEFFERSON MEMORIAL HOSPITAL

4600 KING STREET, ALETANDRIA,

VIRGINIA 232302

TELEPHONE: 703/931.2800 CD’A VIF I D EN -” f,"“:_
June 1975

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT

BAR 239 81000

eee o ce 2 1350
Noawng ' —

TAUBER 24513

. J.APP.4119



JEFFERSON MEMORIAL HOSPITAL At
4600 XING STREZT. ALZXANDAIA. VIRGINIA 22302 CUI‘FIUE’VT’BL

TEZLEPHMONE: 703,/931.2800

June 1975

I hereby acknowledge receipt of the Jefferson 3énorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
ARA 33g $) coa
L0C 03N yuenCCL O] 1SQ
.
Nowe i -0-

SIGNED:

WITINESSED BY:

TAUBER 24514

. J.APP. 4120



Jlil"l"(iRSOa\; MEMORIAL HOSPITAL COMCIM L 1 a
4600 XING STREET. ALEXANORIA. VIRGINIA 22302 bOl\frlDEf\l.ﬂﬂ

‘
.
TELEPHONE: 703/931.2800

June 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER

AMOUNT
_AAR 13 Taen A0S 1000 -
Nowe -_ -
DOweg Y -0y -
" ~.7' .
SIGNED: /4/? — f-’j:_;(szaz.)

Cace €. LinToun

wtrvasssn BM/

73, /55

TAUBER 24516

. J.APP. 4121

‘re



JEFFERSON MEMORIAL lOSPITAL — CONFIRC

R

]
—

:'__

June 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER _. AMOUNT
ARR 23 Taew BRI _ %3000
Nows. —0o-
P
NonE ] -q -

S /T

SIGNED: oo F T . . s~ —4SEAL)
CaeL €. LinTou

WITNESSED BY:

Ot 3 1775

TAUBER 24517

-

. J.APP. 4122



JEFFERSON MEMORIAL HOSPITAL

o e et == CONFIDENTIM
R IRY S

June 1975

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds
scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER ' AMOUNT
CCC \N\Orwen S V30 s b WP o]
None -0 -
Nouy . -8 - . i

tg

/ “
ECEE ReenaLp L. NManss MQ,

WITNESSED BY:

TAUBER 2431%

J.APP. 4123




JEFFERSON MEMORIAL HOSPITAL
e i )
4800 XING STREET. ALgranscRIA. VIRGINIA 22302 LOH;—IDENT’AL

TELEPHONE 703/931.2800 -

June 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT

ce N 34250
None -0 -
NONE . -0 -

SIGNED: /’{{WM(SE:\L)

Qe/c,m awo P.Me MNaves, VO

WITNESSED BY:

TAUBER 24520

. . J.APP. 4124



JEFFERSON MEMORIAL HOSPITAL CONFIGENT:

4000 KING STREET, ALEXANORIA, VIRGINIA 22302
TELEPHMONE: 703/931.2800

June 1975

I hereby acknowledge rteceipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
BRA Q) Tuen ARB A 15000
8RR 104 Taen BARY 83 000
e O%C Tuew CCLOS0 " 8130

1

-

9 1 1 -
SIGNED: /2'.'.-[_,2 Z:.dé_{&g“ug.'/,;
M.

Rav ?(\m-\egscm m.0.

WITNESSED BY:

TAUBER 24523

. J.APP. 4125



JEFFERSON MEMORIAL HOSPITAL

4000 KXING STREELT, ALF-ANDRIA, VIRGINIA 22302

| CUNF/DENZ//JL

June 20 1975

I hereby acknowledge‘ receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
AAA NG Tuen RBR AN 135000
RER WS Tuen BAR 0D, 2 4 000
£ O9) Then CCC OAY $ 1000
: foavtn 4 - Slr
SIGNED: TAay g rmE- (SEAL)

Leswe L.Cererg MO, uto
Pension Puan

WITNESSED BY:

TAUBER 24325

J.APP. 4126



JEFFERSON MEMORIAL HOSPITAL C[]
46800 KING t::::‘:ouAbaxauonu, VIRGINIA 22302 A/
€ 703/931.2800 F/DE/VZ./A[

June X9, 1975

[ hereby relinquish the Jefferson Memorial Kospital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture,

BOND NUMBER AMOUNT
ARA 196 ruew AAG \AQ 34 000
ROD 1S Tuey /BB VA2 8 b WYY
€S 021 Yuew Cee O/ 3 _nso

1

- —
sioneD: Kamtea A Saliin (spaL

Leswig Le Pererg MO, Lvo
PENS\Q)& Pufn

WITNESSED BY:

TAUBER 24526

. . J.APP. 4127



JEFFERSON MEMORIAL [1OSPITAL [:ONF/U;-

4600 KING STREET. ALEXANDARIA. VIRGINIA 22302
TELEPHONE: 703/931.2800

June A0, 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
W —4Se00 " -
B8R 193 Tuew RRR X 85 000
£cC 635 ano Cec O ! soo

s1GNED: Mdwlrt c‘z":.szm.)

keswe L. Pererg M.

WITNESSED BY:

TAUBER 24527

. J.APP. 4128



JEFFERSON MEMORIAL HOSPITAL

4600 KING STRERT, ALEXANORIA, VIRGINIA 22303
TELEPHONG: 703/031.2800

| CONFLDEH T

[ hereby relinquish the Jefferson Memorial Hbspital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT
O068 23\ vupw BAA S 45000
REBVIL T BB \AD —%see0
-Ccc 0as awn CCC OQAC. 8 sSon

1

:. R
SIGNED: M—‘ £. QQ—&M—: (SEAL)
kesug L. Peterg M.

TAUBER 243528

. J.APP. 4129

-

il



JEFFERSON MEMORIAL [IOSPITAL

4800 KING STRELT. ALEXANDRIA, VIRGINIA 22302 CU‘\IF’DEIAI‘;QJ

TELIPHNONE: 703/931.2800 AL

June 197§

I hereby relinquish the Jefferson Memorial Hospital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT
€cean wwew Cee \AS $22s0
NONE —y-
NonNE - - -

v

SIGNED: [U-Lu.-«- ﬂu%f (SEAL)

s Weenér Prwnz, M 0.

WITNESSED BY:

TAUBER 24530

“re

. J.APP. 4130



JEFFERSON MEMORIAL HOSPITAL

46800 XING STRELT. ALETAMNOAIA, VIRGINIA 2330-2 CONF‘DEP’"T

TELEPHONE 701/931.2800

T
=

June 1975

I hereby acknowledge receipt of che Jefferson Memorial

Hospital Corporation 3onds scheduled below:

BOND NUMBER AMOUNT
£001n TuanCCO\AS 82250
Nong -0-
None - -Q -

. 0

e M
SIGNED: taat “1’- (SETAL)

Werner Prinz  MN.D,

WITNESSED BY:

L 2yt

(L}
(2]
J

3

[ R

TAUBER

J.APP. 4131

“re



JEFFERSON MEMORIAL HOSPITAL
46C0 KING STREET. ALIXANORIA, VIRGINIA 22302 EU :\\! F‘ Er\!Tl ﬂ ‘

TZLEPHMONE. 703/931.2800 i_l Nt

June 1973

I nereby relinquish the Jefferson Memorial Hospital Corporatzion bonds
scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT
. BBA 1IN0 twew BRA NS % \oocao
e i 8 e
NONE =0 -
l.‘..‘
- S -
¢ - 7
STGNED: ‘o TS by szarn

lames K, Semes, MO

WITNESSED BY:

TAUBER 24333

- J.APP. 4132
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JEFFERSON MEMORIAL HOSPITAL

4600 KING STREET. ALEYANDRIA, VIRGINIA 22302
TELEPHONE: 703/931.2000

June 1975

I hereby acknowledge receipt of the Jefferson xémorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
~ A3 3\0 Qoo
Cee VO Tuew (A0S B 1150
- ,
NONE ) -Q-
‘ ./
% . / . 7}
> e ] ekl
SIGNED: Nt i 3 7 (SEAL)

dames W, St.u.\\\‘m.g.

WITNESSED BY:

~ TAUBER 24534

. J.APP. 4133

‘re

1, - -
\JL}I\’ 'L.:'_i‘ L.



JEFFERSON MEMORIAL HOSPITAL CUNF/U’EI\’TW

4800 KING STREET, ALEXANORIA., VIRGINIA 22302

TELLPHMONE: 703/931.2800

June 19758

[ hereby relinquish the Jefferson Memorial Hospital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT

ABR I Tuew ROR \am __3uwoome
QRRA AU Tuen RROOE . %3c000
. -y -

NONE

STGNED: w ¢ bk, 20 (SEAL)

\~asﬂu.o N. Taunaee, ™\.O,

WITNESSED

TAUBER 24536

: , .
K ’ J.APP. 4134



JEFFERSON MEMORIAL HOSPITAL

4600 XING STREET. ALLvaANORIA. VIRCINIA 22302 CONF!DENT!AL

TELEPHONE 703/931.2800

June 1975

I hereby acknowledge receipt of the Jefferson Menorial

Hospital Corporation Bonds scheduled below:

BPND NUMBER AMOUNT
ABR Q) Taew BORA 1GO 8 4o oo
RAR QU Twexn BAROIE 226000

Avkbosbs; . -0 -

WITNESSED BY:

t jz'
/
SIGNED: enb G M (SEAL)

kaszwo N. Taulee MO,

TN

. J.APP. 4135



JEFFERSON MEMORIAL [OSPITAL
o e e CONFIDENTIAL

June 1975

I hereby relinquish the Jefferson Memovial Hospital Corporation bonds
scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT
BRABR 01 Tuew BRA VG 34000
£66 OGN Twew CCE OSM 3 4son
None - -

13

SIGNED:SB:J, J W. (%wa MD(szaL)

Micunen ™, U\-Q\Nat‘ ™.0.

WITNCSSED RY:

9

4]
Lt

TAUBER 24°

v J.APP. 4136



JEFFERSON MEMORIAL 1OSPITAL

4800 KING STRELT, ALEXANORIA, VIRGINIA 22302
TELEPHONE: 703/931.2800

. June 1975

- i

-
-
T -
-

1. 2. . " .
S S imi

I hereby acknowledge receipt of cthe Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
DA G yuey BOA Vag f30000
CLe oen Tren C6E 0% 8 4ynso
NONE 5 -0 -

-

SIGNED:M M %‘-- NM'(SEAL)

Miewaer M. VLanes M.O.

WITNESSED BY:

Q.&AX_%\:_

TAUBER 24344

. J.APP. 4137



- '.;_‘,-._-Q..
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JEFFERSON MEMORIAL HOSPITAL — [NNCIRe -,

4800 KING STREELT. ALLXANOCRIA, VIRGINIA 22302
TELEPHONE: 703/931.2000

June 1975

I hereby acknowledge receipt of the Jefferson.Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER : AMOUNT -~
BB 19N Treu RAR SO - 42 oo
Cce 10a 8250
Neowg }. - -

SIGNED: o /4 44// (SEAL)

Mewn Senawe, MO

WITNESSED BY:

TAUBER 24562

i . LAPP. 4138



-~ o~

JEFFERSON MEMORIAL 1HOSPITAL _

: it
[ R AN
4800 XING STREET. ALLXANDRIA, VIAGINIA 22302 L,ui\'f'li_s
TELEPHONE: 7Q3/031.28¢0

i,

i/
CiIN AL

June 1978 - h

{ hercby relinquish the Jefferson Memorial ifospital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

BOND NUMBER AMOUNT
RAGINN_Tuen RAR \SO ' 332 coo
i cce \on . i 2150
Naweg ) -0-

SIGNED:.\\’%‘ZI"/ 44«////%/5' (SEAL)

Mewin, Smace, M. O,

WITNESSED BY:

TAUBER 24363

i . J.APP. 4139



JEFFERSON MEMORIAL HOSPITAL

N h ~ir:
4000 KING STAELT. ALZXANDAIA. VIRGINIA 22302 LONF' DFN i ”\

TELEPHMONE: 7903/031.3800

June V3, 1975

I hereby relinqdish the Jefferson Memorial Hospital Corporation bonds

scheduled below for my interest in the Jefferson Memorial Hospital

Joint Venture.

AMOUNT

BOND NUMBER
ABR OO Teen DAA O\E
REAB 0ol TuenRRIQ O30

CCe ool

e/ |

TAUBER 24346

. .
4 : : J.APP. 4140



JEFFERSON MEMORIAL 1OSPITAL

4300 KING STARCET. ALEXANORIA. VIARGINIA 22302 CUN Fl DEEQ Tf ;-“L

TELEPHONE: 703/931.2800

June XL 1975

I hereby acknowledge receipt of the Jefferson Memorial

Hospital Corporation Bonds scheduled below:

BOND NUMBER AMOUNT
) ose 8Sc.00e
RRAR oo Taew RRRB Mo 3\0 000
See oal Taeu Cee 88 ¢ 2 soo .

SIGNE //%M/ au«\//(%;[(méyg .

\\/ SAMmms. Gurrecs T ,'\'?

WITNESSED BY:

24 N o

TAUBER 24574

J.APP. 4141

“re



JEFFERSON MEMORIAL HOSPITAL

4000 KING STREET. ALEXANDRIA. VIRGINIA 22302
TELEPHONE. 703/931.28C0

September 25, 1975

Laszlo N. Tauber, M. D.
Jefferson Memorial Hospital
4600 King Street

Alexardria, Virginia 22302
Dear Doctor Tauber: .

At a Special Meeting of the Stockholders of Jefferson
Marorial Hospital Corroration on Septamber 10, 1975, a motion
was carried to permit the Stock}nlders to exchange 20% of
their shares to newly issued bonds with a maturity date of -
twenty (20) years from the date of issue, paying 8% interest
with a ratio of $6.00 per share. This right to convert stock
to bonds would be transferable. ,,

We are serding you this letter and gx.vmg you 30 days
fram the date of the letter to express ycu: da::e to exercise
this option or assign it. Please send ywx::espmse not later
than October 25, 1975 to Mr. Linton, Administrator, Jefferscn

Memorial Hospital, 4600 King Street, Aleandria, Virginia 22302.

ISF/cas .

Tk me 7 to0lit G T lasp f‘r‘&**
W(.Wﬁ&-

TAUBER 24348

_ Trial Bxhibit
e No. 409.

J.APP. 4142



uCmagL 4 COmmsce MO .

MICHAEL A. CORRADO. M D. N
RICHARD J. HART. JR. MD.

SCvEs Toen(eg
“ES Cay 4®°s B, .S G
29468 S.CLP* =2, 2w 3243
‘NPEONAL VEOICINE

FaLud CS=u8Ca v OC vs J2T3a
—
CAR0ICLIGY

$33.2¢12

October 1, 1975

Mr. Carl Linton

Jefferson Memorial Hospital
4600 King Street
Alexandria, Virginia

Dear Mr. Linton:

I would like to exercise my right to convert 20Z 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. Pensipn Fund.
L

Sincetely,;

711.4‘ . @\«a.ef/

Michael A. Corrado, M.D.
MAC:mac } )

Address: RFD 1, Box 197
Sterling, VA 22170

TAUBER 24370

Trial Exhibit®
¢ : ) No. 410.
- n *
J.APP. 4143



JIFFERSON MEMORIAL 1OSPIT .

4600 KING STREET ALEXANDRIA. VIRGINIA 23302 v
TELEPHONE: 703/931-2800 :

December 8, 1975

Leslie Peters, M.D.

1701 North Ft. Myer Drive
Sujte 101

Arlington, Virginia 22209

Dear Doctor Peters:

This will confirm my conversation with you on Thursday, December

4, 1975, relative to your Jefferson Memorial Hospital Cerporation
Bonds. You had two questions. The first concerned interest

paid during 1975 and tne 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 Leslie L. Peters, M.D., LTD, -
Supplemental Pension Fund, with an igsue date of July 15, 1974. This
issue included Bond Series A032-A035 inclusive; AlS1-166 inclusive,
each for 31,000 with a combined total '‘of 20 bonds valued at $20,000.
Interest was paid on these bonds in February and May 1975. The
February interest included interest due as of November 30, 1974,

as well as, interest for December 1974, and January 1975, which were
2 months in which the bonds were in default. Default was brought
about during the period in which the Delaware Corporation was legally
assuminyg the assets and liabilities of the Maryland Inc. Interest
paid in February 1974 was $§1,066.67 which was interest due for

8 months.. Interest was again paid as of May 30th on these said

bonds in the amount of $533.33 which was interest due for 4 months.
Both of these checks were issued to Leslie L., Peters, M.D., LTD.
Supplemental Pension Plan.

Your second and last bond issue was registered to Leslie L. Peters,
M.D., LTD, Pension Plan with an issue date of June 1975, This issue
included Bond Series AAA-200 - AANA-230 inclusive, each for §1,000
and Bond Series CCC-094 in the amount of $250.00, with a combined
total of thirty-one thousand dollars bonds, and 1 two hundred and
fifty dollar bond with a total of Series AAA and CCC bonds in the
amount of $31,250. Interest on these bonds was paid on November
30, 1975 in the amount of §1,250.00. The Hospital Accounting
Department issued one check in November, in the amount of $2050,
as payment for interest on both your bond issues. This check
includes $800 interest on bonus registered to Leslie L. Peters,
M.D., LTD. Supplemental Pension Plan and $1,250 for interest cn
bonds registered to Leslie L. Peters, M.D., LTD, Pension Plan.

TAUBER 24682

- Trial Exhibit
. . . No. 420.

‘te

J.APP. 4144



T RE T
LESLIE L. PETERS, M.D. T VL
Page Two

! |
With regard to additional bonds which you indicated you hold, I
was unable to find such list in the Hospital Bond Registry.
Should vour records indicate you have Jefferson Memorial 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,

()T

R rrtoN
Administrator

CEL:pc

TAUBER 24483

‘ : J.APP. 4145



JEFFERSON MEMORIAL HOSPITAL
et

4800 KING STREKT. ALEXANORIA, VIRGINIA 223032 r‘q,f" ,-lr:fi!?ip.
TELEPHONE: 703/931-2800 -

December 22, 197S
Melvin D, Small, Mm.D.

5021 Seminary Road
Alexandria, Virginia, 22311

Dear Doctor Small:;

This letter is per your reguest, it describes the transactions relative to
. the Hospital's redemption of stocks For bonds. Further it describes your
use of such bornds as payment of your liability to the Hospital, as one of
the partners of the Jefferson Memorial Hospital Joint VVenture,

The Hospital Stockholders have authorized the Board of Directors to

redeem all stock issued in the 1972 offering. Payment for such stock

wag authorized to be made with Jefferson Memorial Hospital Corporation
bornds bearing 8% interest over the 15 year life of said bond. In additien,
holders of the 1972 stock issue were given the option of either exchanging

.all or part of their 1972 stock for prior issued Corporation stock, with

other stockholders who held such prior issuestand who agreed to the exchange.

Laszlo N, Tauber, M.D. offered 400 shares of'his 1972 stock issue for 400
shares of your 1971 stock issue. You accepted his offer and delievered to
the undersigned, Jefferson Memorial Hospital Corporation stock certificates
all registered to Melvin D. Small, M.D., number " 69 fFor 2,000 shares,
number 70 for 1,199 shares, and number 91 for 67 shares.

The Hospital thereupon registered the transaction by withdrawing your
stock certificate number 70 for 1°, 199 shares, issuing Dr, Tauber 2
certificate For 400 shares of 71 stock issue and issuing you two stack
certificates numbered 207 for 400 shares of the 1972 stock issue, ard
number 208 for 799 shares of the 1971 stock issue. The two certificates
equal the 1,199 shares withdrawn from you in certificate number 70,

The Hospital henored your request to have your 400 shares of the 1972 issue,
redeemed at $6.00 per share for bonds. The Hospital issued to you
Jefferson Memorial Hospital Corporation bonds numbered B8B88-147 - 150,
each for $500 and CCC 109 for $£250 with an aggregate total of $2,250. Since
your stock had a value of $2,400 and the lowest bond denomination is for
$250, you are due $150.00 in cash which is paid herewith by check.

As a partner in the Jefferson Memorial Hospital Corporation Joint Venture
with a 1% holding, you owe the Hcspital $2,400. The Hospital agrees to accept
payment in bonds or cash and hereby accepts your $2,250 of said bonds plus

endorsement of the $150.00 check ~2rtioned above as payment to the Hospital
TAUBER 24559
: . ’ Trial Exhibit
ko No. 422.
J.APP. 4146



-

\.-Q:.!"-'U;

of your Jefferson Memorial Hospital Corporation Joint VVenture liability

To signify your acceptance of this transaction, the Hospital requires yot
signature on enclosures A and B attached. Enclosure A certifies that -
you acknowledge receipt of the bonds and enclosure 8 certifies that you
relinquished said bonds to Jefferson Memorial Hospital Corporation as
payment for your interest in the Joint VVenture. Naturally, your paymer
also requires the endorsement of the Jefferson Memorial =ospital
Corporation check for $150.00.

In addition, | am returning to you stock certificates number 69, for 2,0(C
shares, number 91 for 67 shares which were not required in this transa
and certificate 208 for 799 shares which is the remaining unused shares
of certificate 70. .

1 sincerely trust that this letter satisfactorily documents the actions whi
have taken place. ’

Sincerely yours,

o

- - AR‘t:. E. LINTON
Administrator
CEL:kb :
_Encl. (5)

TAUBER 14

. . J.APP. 4147

‘re
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@FFERSON MEMORIAL HOSPITAL

4000 KING STREET ALLXANDAIA VIRGINIA 22302
TELEPHMONE 703,/931.2800

Mareh 3, 1978

Irwin S. Freedman, M. D,

Chairman, Board of Directors

Jetfferson Memorial Hospital Corporation
4600 King Street

Alexandria, Virginia, 22302

Dear Irv:

This letter is to confirm our conversation. A few days ago a copy of the
Minutes of the Board of Directors meeting was forwarded to me and there
are a few things [ would like to call to the attention of each member of
the Board.

Any budget increases should be authorized by a special Stockholders meeting
for the fiscal year since the Board exceeded their amount alloted for
expenditure. [ would like to call your attention to the fact that the Board
approved a 41% raise for the employes and at the same time recommended
an increase in compensation for the Board of Directors by 824%. Idon't
think that it was wise even if the members feel it was fully justified. One
member of the Board asked me to abstain from voting but [ am sorry to
inform you that I just cannot do it. [ will vote against it but it is my

advice that the Board should accept my advice rather than to {ight it in

a Stockholders meeting.

As far as the Stockholders' meeting is concerned , please remind each and
every single Stockholder including the members of the Board that when the
building and land was repurchased by the Stockholders in their proportionate
ownership of the stocks as well as the right to convert 20% of their stock
into bonds, it constitutes definite, undeniable dividends on their stock
investment.

Any future income should be converted as follows:

1.) To improve the working conditions at Jefferson Memorial Hospital, for
better compensation of the employes which in turn will improve the attitude
towards the patients and physicians:

2.) To secure competent, well paid House Staff:

3.) To improve our physical plant and give plenty of room for expansion.

TAUBER 00362

) i . Trial Exhibit
‘ No. 424.

J.APP. 4148



Dr. Freedman Page Two

If ve meet our financial obligations, then we can discuss dividends. It
should be clear to everyone that no dividends are in sight until all these
criteria are met. Any promises contrary to this principle will raise false
hope, disappointment and frustration which we certainly don't need.

As far as the organization of Union within the Hospital, that is the employes
privilege whatever they want to do, but I want to put my ieelings into writing.
I'm personally definitely not for it, there are much better ways to make

the employes happy than to push them towards union organization.

Since I am not an officer of the Corporation or a member of the Board of
Directors, this letter is written to you only in my capacity as the largest

" single Stockholder in the Corporation.

With warmest personal regaids.

Sincerely,

/
\—cfgé

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

TAUBER 00363

J.APP. 4149
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. JEFFERSON_ MEMORIAL HOSPITAL ¢

4800 xING STARET  AL® anORIA. VIRGINIA 22303 -
N TELELPWONE  /,03/931.2000

Az~ 7, 1378

Dear Board Member:

Dactor Freedman, Chairman of the Soard of Diractors and President of

the Hospital Corporation, informed me that for financial reasons, he carnot
afford to continue to serve as President of the Corporation and Chairman

of the Board of Directors, Since | was the first one whom he infarmed acaut
this decision, we agreed that Dr. Goald and Dr. Kauffrman will De infar=~—os
about his 2ecision by him and Drs. Surteff, Gordor, lraryi and Peters by
me. The first reaction to my contact was that under no condition thnat

a Hospital of this size could afford to raise the salary of the Chairman of
the Board of Directors from $13,000 to $35,000. However, subsaguent
digcussions with Dr. Burteff and Dr. Gondor forced me to write this letter
to the Board members,

Unfortunately, | have to leave the city today, and | cannot express my

coinion verbally, therefore [ want to put the record straight and have my

remarks permanently recorded. The selection of Dr., Freedman as

Chairman of the Board of Directors and President of the Hospital Corporation was
initiated by me and | definitaly want to see him serve in this capacity since

[ canmot see anyene else who would devote the time and ability to cormpare o0

nis achieverments. However, the request for his continued service creates

an extremely difficult situation. After lengthy talks with Or, Freedman,

[ understand his concern, that as a physician he cannot take a cut by

reducing his private practice arnd gquoting him, the 8 hours work that he outs

in the Hospital per week, means 8 hours loss in his office and $3S, 000 would
mean only a compansation for the lost earnings. The $3%,000 compensation

for a year for 8 hours work per week which is only 1/5 of 40 hour fulltime
employment, waould mean that the bases of compensation of the Chairman

would be S times $335, 000 as a yearly base for fulltime employment or equal

to $17S5,000, | don't ses how Slue Cross, Medicaid and Medicare, the
Stockholders, errployes of the Hosoital (don't forget that we are profity=making
Stock Corparation where we have the responsibility towards other Stockholcers)
would sccept such a decision by the Board.

I want to disregard any remarks made by some members of the Board about
my activity where |, very affectiznately was called "The Stockholder.” Let
me summarize my standing of tne 1ssue openly, First, Dr. Freedman is
willing to serve in his capacity until July 1, 1978 at which time a new fiscal
year starts when this Board will nave the full power to spend wo to $$0,C00
in the budget without the approval o>f “The Stockholder" arxd the other Stock=
holders. Therefors, if this B8ca~: “2els that [ am the only one to be blame3a :f

. TAUBER 00357

te ¢ Trial Exhibit
No. 425.

J.APP. 4150



this raise is not approved, | would l': e tg give you the advice to just

wait until July 15t and vote for the ir-rease of compensation of the Thairman

as well.as a raise for the gifferent mempbers of the Soard. Sy dotng s, ai!l

t~e Stockholders will be excluded 1n this vital decision, In this way, S-,

= reedman will not be accused that ne is olaying the card to me by Ris resi3mnation
cecause in another 4 or S years [ will be out anyhow,

Surtrarmore, at this point, | would like t9 make a recsmmmendation %a this
Soard. !f tne Soard feels that my bDresence as a practicing surgeon in tmis
Hospital nandicaps the financial success of the Hospital by distracting other
surgeons to bring their patients here, [ am willing to resign from tne Aedical
Staff immediately. [ am sick and tired of the continuous double talk which
comes to mea directly or indirectly. Wme
non=prafir to profit making was a great mse_m-l-aur_amg_r_c_;_

this small Hospital cannot surviv rt of ever
smglp person worktng with this place. The time is long gone that this size

of a Hospital can survive with the lack of House Staff which would put us

in line with the other large~ area Hospitals., Any money spent for the compensaticn
of employees and the establishment of a strong House Staff is the only hope For
our survival.

The Board of Directors, in my opinion, is to set policy and not to police it.
There is no need for the Chairman of the Board to spend 8 hours a week here,
This Soard or any other Board's duty and privilege is to set up Hospital policy
and instruct the Hospital Administrator, who is paid, to do the jeb. | am
convinced that 90% of the work of the Chairman of the Board of Directors is taxen
up with small insignificant work which should not even be the concern of the
Board of Directors. [t would be much wiser to support the Administrator 1n his
effort to carry cut the policy of the SBoard, The assistance of the Vice
Presidents for Financial and Medical Affairs would easily supplement the work
load of the Chairman. All of us are aware of the great work of Dr, Freedman
for which he should be congratulated, but | don't see how his request can te
met by any other way than what [ have outlined above. After a discussion

with Dr., Freedman, we concluded that maybe the Board is better served 25
cnange its Chairman svery year and to establish a line of succession wnichk

will be recommended to the Stocknolders, [ personally would support the
election of the same Board and take the seniority so that Dr. Burtoff would
succeed as Chairman and President of the Corporation and in the line of
succsssion would be Drs, Gondor, Peters, [ranyi, Kauffman and Goald.

One member of the Board of Directors asked me about any other alternatives.
The only message that [ can give you isthat unless wa stick together, the anly
step which will {nevitably follow is to sell the Hgspital directly or indirectly
(either to merge or outrignt sale), [ ask all of you for the benefit of the
Haspital, don't create a vacuum by double talk, come out straignt forward.

TAUBER 00358
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The alternatives are:
1. You want to pay the caormpensatizcn rezuested Dy Jr, Sreedman and
act on it on July 1, 1378,

2. Create a new slate for the Annual Stocknolcers' maating,
3. Straight Forward openly requast my resignation if tmat’'s wnat you want,
4., Make preparations for sale of the Haspital.

Sincerely yours,

. j » * . ,
LASZLO N, TAUBER, M., D.
’ L,
' Y-"/‘"é-( /,‘ sd) Tl /«o‘{ 20l

[ got two calls about the $8, SO0 contract to build the parking area and it
seems o have created some problem. Therefore, as a Trustee of the
Venture, [ told Or, Freedman [ would be more than happy to change our
agreement and have the Hospital pay for the parking lot rather than the
Venture. [ just wanted to be helpful, but it doesn’t matter to me.

P.S.

TAUBER 00359
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JEFFERSON ﬁ\”"'<l\l H()\Ili.\L

e . ————— - -

46090 XING STAREET AL -arpnRia VINGINIA 22302
TELLPHONL  793/931.2900

May 20, 1976

Leslic L. Peters, M.D.
1701 North Ft. Myer Drive
Suite 101

Arlington, Virginia 22209

Dear Doctor Peters:

This will confirm my offer and request to the Board of Directors
made at their meeting on May 19, 1976. I offcr and would appreciate
being able to cither convert my stocks to bonds, or to have the
lHospital either redcem or sell my stock to a 3rd Party.

I hereby authorize the Hlospital to convert all my Jef{ferson
Memorial llospital stocks rcgistered in my name to 20 year bonds
at $6.00 per share. If possible, I would prefer the hospital to
redeem my stock or sell it to a 3rd Party as indicated above.

I therefore, authorizc the liospital 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
for your kind consideration and assistance on this matter.

Cordially yours,
(.{75 QN Cza©-*§52\' A

CESARE LUCCIOLL, M.D.

1

CL:pc

MMRW 002959

) : Trial Exhibit
: P No. 426 (a)
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JEFFERSON MEMORIAL [IOSPITAL

4600 KING STREET AL ANDRIA  VIRGINIA 22302
TELEPHONE 703./931.2800

April 22, 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
yo;, 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 you want to discuss any of our problems, 1 would really appreciate
you talking to me directly about them, and I will as I have always
been pleased to talk with you. .

As to your comment to Dr. Waltuch about the hospital beiﬁg in
the "red”, I want to point out that the hospital has shown a net
profit last year and is showing a net profit this year to date, of
more than $150,000.00. 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.

Sincerelv vours,

17 5, Freedma

5}

(SYir

TAUBER 003S6
€

i Trial Exhibit
No. 426(b)
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JEFFERSON MEMORIAL HOSI’]T._\_L

4800 XING STRgeY,

ALETANODRIA, VIRGINIA 12392
TELEPHONE  703/931-2800

Bond Redempcrion Agreement

I, Leslie L. Peters, M.D., sell to JMH Corporacion for $20,000.00
JYH Inc. Bonds listed below as of June 30, 1976.

The 3onds being due on June 1, 1985 with a face value of $1,000.00
each with the series numbers being: A~032
A-033
A-034
A=335
A~-151
A=-152
A-153
A-154
A=-155
A-194
A=-157
A-158
a-159
A-160
A=-161
A~162
A-16%
A~164 _
A=-165
A~166

for a cocal face value of $20,000.00. -

/{.‘—‘\—4——4 ‘,. I—/dgl—k,

Date: C/ Yo 2 &

TAUBER 24661

. Trial Bxhibit
: ) No. 428

.
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JEFFERSON MEMORIAL HOSPIT Al

4000 KING STREIT. ALEXANGAIA. VIASINIA 33303
TELEPMONE  703/,931.2000

Bond Redempcion Agreement

I, Leslie L. Peters, M.D., sell to JMH Corporation for $10, 000 00
JMH Inc. Bonds listed below as of June 30, 1976.
The 3onds being due October I, 1985 with a face value of SleO0.00
each with the series numbers being: AA-089

AA-09%0

AA-091

AA-092

AA-093

AA-094

AA-095

AA=-096 ;

AA-097 -

AA-098

for a total face value of $10,000.00.

Date: . s 5+« 26

witness:

TAUBER 24662
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JEFFERSON MEMORIAL HOSPITAL

4800 KING STREET. ALEXANORIA. VIRGINIA 22302 ~ -
TELEPHONE. 703/931.2800 - i

BOND REDEMPTION AGREEMENT

I, Harold J. Goald, M.D., sell to Jefferson Memorial Hospital
Corp. for $4500.00, Jefferson Memorial Hospital, Inc. Eonc;s
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 nurbers bez.ng

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.

Witness:

J.APP. 4157



JEFFERSON MEMORIAL HOSPITAL

4600 KING STREET. ALEKXANDRIA. VIRGINIA 232303

CONFIDENTIA

Bond Redemption Agreement

I, Samuel Burtoff, M.D., sell to JMH Corporation for $1,000.00
JMH Inc. Bonds listed below as of Junme 30, 1976.
The bonds being due June 1, 1985 with a face value of $500.00

each with the series numbers being: B-l44
[ 4
/)7 [

witness:

TAUBER 24704

‘re
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JEFFERSON MEMORIAL HOSPITAL

4600 KING STREET. ALIXANORIA. VIARGINIA 22302
TELEPHONE: 703/931-3800 -

D
)
=
i
=
D
r
~<=

MTUR
NTHA;
ﬂ A .
Bond Redemption Agreement
~ I, Samuel Burtoff, M.D., sell to JMH Corporatiom for $2,000.00
JME 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.
”
m
witness:
-~ .
m
77
PN
TAUBER 24707
m
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JEFFERSON MEMORIAL HOSPITAL

4600 KING STREET. ALCXANDRIA. VIRGINIA 322302
TELEPHONE: 703/931-2800

rovz Nz TAITI

-/._|Q ,v .-3'

Bond Redemption Agreement

I, Leslie L. Peters, M.D., sell to JMH Corporation for $10, 000 0o
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

AA-090

AA-091

AA-092

AA-093

AA=~094

AA-095

AA-096

AA-097

AA-098

for a total face value of $10,000.00.

e J.APP. 4160



JEFFERSON MEMORIAL HOSPITAL

4800 KING STRELT. ALEXANDRIA, VIRGINIA 22302 ~
TEILEPHONE: 703/931.2800 AIsTaE

Bond Redemption Agreement

L, 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
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-1621
A-163 -
A-164 .
A~-165 °
A-166

for a total face value of .§20,000.00.

witness:

TAUBER 24709

: _ ' J.APP. 4161
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JEFFERSON MEMORIAL HOSPIT.AL

4600 KING STREEY. ALEXANDRIA. VIRGINIA 22302
TELEPHONE: 703/831.2600 Tt NN

nre, -

BOND RECEMPTICN AGREEMENT

I, Harold J. Goald, M.D., sell to Jefferson Memorial Hospital
Corp. for $4500.00, Jefferson Memorial 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 - 28§ e
B - 286
- B - 287
B - 288
B - 289

B - 290
for a total face value of $5000.900.

TAUBER 24710

: . ’ J.APP. 4162
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JEFFERSON MEMORIAL HOSPITAL MEDTCAL BUTLDING JOINT VENTURE

Januarey 2, 1978

A

Sava Nedelcovych, M.D.
§622 Columbia Pike
Falls Church, Virginia 22041

Dear Doctor Nedelcovych:

At your request to participate in this venture, you are advised
that the undersigncd, Dr. Laszlo N. Tauber, is in process to ercct a
Medical Office Building in connection with Jefferson Memorial Hospital,
4600 King Streect, Alexandria, Virginia. Participation in this joint <
venture will be under the following conditions:

1. The name of 'this venture will be known as the 'Jefferson
icmorial Hospital Medical Building Joint Venturé."

2. The purpose will be to deveIOp the building in the best
profitable manner, as may be determined by Dr. Tauber.

3. Title to the property will be held in the name of the
Laszlo N. Tauber, M.D., Trustec,‘fer all persons who come into the
venture. Dr. T§ubet wiil acknowledge the fact that you will be a
heneficial owner te the cxtent of your participating interest, as a’
Tenant in Commgn.* (Sec Schedule "A") )

4. This venture will be limited to this particular project.

S. Dr. Taubc} will be in charge of all construction activities,
lcaéing, mortgaging and se¢lling and other dealings, if any. Or.

‘ber shall have the right to buy any equipment on a conditional

\J

: . Trial Bxhibit
G & No. 447.
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‘
"1 of sale and shall have th-c further right to sign any and all
-uments in connection with this venture. You will have no voice in

thé construction or managemcnt as you will be an investor only.

6. The cost per gross squarc [cot equals $25.G0 (more or less,
to be determined after construction is completed). No cash will be
required for ownership in the building project at the prescent time.

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

building.. '

7. Bank accounts will be opened and maintained in the name of
"Jeffefson Memorial Hospital Medical Building Joint Venture" for the

‘purpose of carrying on the every day business of thé 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 authovii;
open such account or accounts and to withdraw funds thercfrom upoﬁ
<uecks drawn and executed in the manncrvaforésiid,.Other than delivery
to such bank or banks of an executecd or phogpétatic copy of this

letter of agreement. .

8: Dr. Tauber will keep proper records of all construction
activities in regard to the joint venture and will obtain and keep
properly posted books 65 account relating to the business of the joint
venture. Said vecords and books of account, as well as any and all
bhank accounts, ehccks. ct., of the joint venture will be kept avail-
able for your inspection at ull reasonable times. Said records, books
of uccount, consfruction contracts, mortgagce commitments, cte., will
be kept by Dr. Tauber in his office. lic will seclect a reputable

fertified Public Accountant to sct up proper hooks of account and to

‘re
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riodically audit -same, and prepare income tax recturns. Copics of
the audit reports and tax returns will be required to be used for each
individual's share of the income (or his own individual tax return.
All costs involved shall bec a joint venture expense.

9. It is understood that Dr. Tauber will be in charge of the
construction activities and all decisions relating to such ﬁctivities
shall be made by him. )

10. No purchaser of property from Dr. Tauber, nor any lender
of money upon the security of any of the joint venture assets,
shall be required to see to this authority to make a coveyance or obtain
a loan upon the security of the property, or to see to his application
of any purchase moncy or money loaned. Lach purchaser or lender shall

2 cntitled to deal with him with respect to said property to all
atents and purposcs. as though he were ic actual owner thercof.

11. If you cver wish to scll your 1ntere§t in the venture,
you must first obtain Dr. Tauber's ;rittcn épﬁroVal. The Jefferson
Mcmorial tHospital Medical Building Joint Venture, by Dr. Tauber
shall have the first right to purchase your interest if yvou desire
to sell by mcc{ing any bona fide of{fer that you may obtain from other
parties. You must submit your bona fide offer to Dr. Tauber togethcr
with the relatad documents and Dr. Tauber shall have 15 days in which
to exercise the right of the joint vcn;urc to purchase ;our interese.
1f Dr. Tauber fails to exercisc the right to buy for the joint venture,
you shall be frec to sell your interest. Any owner who wishes to
assign his interest will also bhe required to obtain Dr. Tauber's

iritten approvial to convey his interest, which approval will not be

unreasonably withheld. You shall have the right to beyueath your interest

by your will. Any sdbscquent owner, however obtained, shall be subjcct
. *

“re
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his agrecement. _

12. Any major decision necessary or desivable in carrying out this
joint venture, and for the determination of which no provision is
herein made, shall be made by Dr. Tauber.

‘13. Your owncrship interese shall be_ 1,508  squarc feet of gross
building area. . '

14. The parties agrec not to enter into any court action in any
dispute which may arise at any time and agree that any dispute or
controversy that cannot be amicably scttled will be submitted to
arbitration, each party to sclecct and pay f{or onc arbitrator, and if
the arbitrators cannot agree, the arbitrators are to select a thifd
arbitrator at the cost of both parties 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
ve in any way be affected or modified duriné-tﬁc arbitration. .

1S. In the event of the incapacity of Dr. Tauber, he shall retain
the right to nominate successor trustecs, and said trustees, or the
successors to them, shail have the right to éc: by a majority vote as

Trustee hereunder, with all rights and powers hercin specified by

Dr. Tauber.
: SCHEDULE "A" ‘ )
lo~ Yousr shsWe uhe:Bamaon arcas and arca designated on the
attached plan.}é 2.2256 4.
2. Additionai Charges: Cosé o(_the Architect's fee, finaace charges,

and tenant work per attached schedule arc to be paid by you above the

s=~ted amount of $25.00 per squarc foot of the gross area.

o J.APP. 4166



1{ you agree with the above, pleasc signily your acceptance

by signing this letter where you name is indicated beclow and

please have your signature witnesscd and dated. After this has

been done, pleasc return this letter to me for my signature, and after

I have signed it, I will recturn 3 copy to you.for your files.

A. Payment of your obligation to be made:
a. Cash
CE) Cash plus note _

NB. Letter Agrcement between .Jeflerson Memorial llospital Joint
Venture and Jefferson Memorial Hospital Medical Building
Joint Venture.

With kind personal regards, and hoping that this will.be a highlf:
ccessful venture, I am '

.

Yours very truly, .

BY: ¢ 124, 4s
N. TAUBCR, M.D.
Trustee

ACCEPTED AND APPROVED TUIS

¢ J.APP. 4167



JEFFERSON MEMORIAL HOSPITAL JOINT VENTURE
4600 XING ST.
ALEXANDRIA. VIRGINIA 22302

November 21, 1979

James N. Scully, M.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 registered.

vemrnes H. SQULL\',,H,D,
Mper eIl A M. Sc, L.L.\/
77 CR‘&MU'-% Ro-o-i

SeNesdoe , M d oo 3+

In addition, please verify or enter your correct "Identification
Number” for the Internal Revenue Service so that your "K-l1" 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. 1IRS I.D. Number ’

Very truly yours,

(. fdla. 2o

LASZLO N. TAUBER, M.D.
Trustee

I certify that the Registration Information as well as my IRS number is
as typed or as changed in pen and appearing in this letter 1s correct.

a . |
b b‘_g‘é-‘;-t,ﬂ.b
TYHL.NER'S SIGNATUR
!

Yy Trial Exhibit
No. 451.

TAUBER 1782
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JEFFERSON MEMORIAL THOSPITAL

4800 KING STREET. ALEXANDARIA. VIRGINIA 22302
TELEPHONE: 703/9031.2800

May 29, 1980

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

Dear Doctor Burtoff:

This is in response to your inquiry regarding the value of
Jefferson Memorial Hospital stock in 1976 and how that 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 105 beds, which is smaller than
Jefferson Memorial Hospital's 120 beds, was sold to the Hospital
Corporatxon of America in August of 1972 f&r $4,300,000. If this
sale price of Circle Terrace had been dlstrxbuted to Jefferson
Memorial Hospital Stockholders, the 207,8l4'shares would have been
worth $20.69 per share. Then in January 1976, Commonwealth Doctors
Hospital, which is a little larger than Jefferson Memorial Hospital,
was sold for $7,500,000. If,we applied this sale price to the 207,814,
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
$15.00 and not more than $30.00 per share. So to be on the conservative
side it was agreed that $15.00 per share would be very reasonable.

Sincerely,

Administrator

CEL:pc

TAUBER 24323

Trial Exhib-+ =
No. 4S3,
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JEFFERSON “LWUM\LIKHPW%L

— e ae -

<800 Kinw STREET. ALEXANORIA. VIRGINIA 22302
TELEPHONG: 703/ 8310700

December 7, 1981

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

Dear Doctor Burtoff: -

As you requested last week I am at this time, furnishing
you information on a proposal recarding the purchase of Jefferson
Memorial Hospital's Common Stock which was made a short time
past, which will far exceed the $15.00 per share which you con-
tributed earlier to the Tauber Foundation.

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

. /

Very truly yours, //

Administrator

CEL:pc

TAUBER 24322

Trial Exhibit
No. 455.
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JEFFERSON MEMORIAL HOSPITAL JOIRT VENTURE
: L6CC Xing Stree=
Alexandria, VA 22302

Decemder 12, 1590

Dear Memter of Jefferson Memoriel Hospital Joint Venture:

In reference to our - lease of the Jefferson Hospital
properties to Fairfax--Hospital Corporation ("FHC"), some
issues have to be discussed which seem to be .gquite urgent.
Most of our partners are either retired or completely
disinterested in the future of ow Lease. Last week there
was a detailed article about the Capital Hill Hospital
owned by the Washington Hospital Corporation organization.
They would like to convert it from an acute care hospital
to one that serves the chronically ill. The same could
happen with our hospital as well. I protected our lease
in one respect in that FHC cannot convert any acute bed
to serve the chronically il patient unless they do it
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 we let them convert acute beds, we decrease
the amount of acute beds sc much that a nationwide regulation
could state that any hospital with 70 or 80 bYeds shculd
be closed as an acute hospital. In that case Fairfax
Hospital can take the comfortable position that they did
not do anything to hurt us and then we will have no claim
against them.

This is one side of the story. The other side is that
with the low census it makes it almost impossible for them
to keep the hospital with so many unoccupied beds. It
is a shame that the doctors still practicing and collecting
large amounts of cashflcw from the rental property don't
support the hospital.

My suggestion is as follows. Either FHC is willing to
extend a firm lease by 10 years until 2015 and let them
do whatever they want to do and after 2015 they walk away
from the contract and we have %to realize that the value
of a nursing hcme is less than an acute care hospital.

Directly and indirectly I =ave <ried to persuade our partners
to support the hospital rTut unforiunately with no success.
Read my 1letter carefully and you will learn that by
collecting rental payments and not supporting the hospital
is jecpardizing our survival and you will receive no reiwrn
at all.

TAUBER 13962

Trial Exhibi-

No.

156.
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December 12, 1990
Page 2

Srem oany of ysu as to what we shoeuld de.
<o be tlamed later Tecause sf <he lackx of ysur ~
and c¢scperatisn. Those docters wWac have retired cannces

S any=hing %o help us. Those whe do not supper: us, I

This letzer is written T3 you meinly <o prevent any criticisna
4 o

want =6 inform them that they sheuld take the btlame that
they deserve. The more we sugrpert the survival of FHC,
the more we support our investment. ,
Sincerely yours,

: ’ -
-G oy P
laszlo N. Tauber, M.D.

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

TAUBER 13963

J.APP. 4172



Jefflersen Memecrial Hosecizal J.7.

Jils Antez s M.D.
2830 Arizons Avenue, N.W.
Washington, D.C. 20016

Beauregard Associates
3450 N. Beauregard Street, #1
Alexandria, VA 22302

Wilfridc Buhain, M.D.
6300 Stevenson Avenue, #B
Alexandria, VA 2230k

Sruce J. Burtoff, M.D.
3618 N. Albermarle Street
Arling=cn, VA 22207

Barbara . Burtoff

4201 Cathedral Avenue, N.W,
Sutte 61k West

Washingzon, D.C. 20016

Constance M. Burtof?
LT01 Willard Avenue, #1425
Chevy Chase, MD 20815

Samuel Burtoff Trust

L200 Massachusetts Avenue
Apartzent #503
Washington, D.C. 20016

Lavrence Clark, M.D.
U600 Kirg Street
Alexardria, VA 22302

Michael A. Corrado, M.D.
Route 5, Box 620
Sterling, VA 22170-9299

Chris<opher Corrado
RFD #%, Box 197 _
Sterling, VA 22170

Leslie Corrado
RFD #1, Box 197
Sterling, VA 22170

Avrahan A. Coster, DPM
3541 West Braddock Road
Alexandria, VA 22302

Mg, Christina Csatary
243 W T0th Street
New York, New York 10023

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

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

W. Morgan Delaney, M:D.
1224 Tudor Place
Alexandr-ia, VA 22307

Narendra Desai, M.D.
3453 Ncrch Besuregard Street
Alsxandria, VA 22302

Nickolas Ellyn, M.D.
4600 Xing Street, 6A
Alexaadria, VA 22302

Jan J. PFeriazi, M.D.
6008 Copley lane
McLean, VA 22101 _

Harold J. Goald, M.D.
4000 King Street, SL
Alexandira, VA 22302

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

Carlos M. Hecker, M.D., IRA
950k Laurlin Cour:
Vienna, VA 22180

Estate of Charles Hufnagel, M.D.
c/o M.F. Curtin, Esquire -,
1900 M Street, N.W., #601
Washington, D.C. 20036 °

Kuhn & Kogan Venture

c/o Israel Kogan, M.D.

205 Bye Street . -
Washington, D.C. 20037

Drs. Won Ro Lee and Kyung Ja lee
3450 Beauregard Street
Alexandria, VA 22302

Lucio Luccfoli, M.D.
L600 King Stret, #SE
Alexandria, VA 22303

Reginald P. McManus, M.d.
5300 Juxon Place
Springfield, VA 22151

Sava Nedelcovych, M.D.
4600 King Street, SP
Alexandria, VA 22302

Kamal O'Kail, M.D.
4810 Beauregard Street, F104
Alexandria, VA 22302

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

Werner Prinz, M.D.
6240 Lakeviev Drive
Falls Churech, VA 22041

Michael Redlick, M.D.
4600 King Street, #6R
Alexandria, VA 22302

Mrs. Klari Rudnai
5600 Wisconsin Avenue, #1005
Chevy Chase, MD 20815

R.F. Sappington, Jr., M.D.
L4600 King Street, FUE
Alexandria, VA 22302

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

James H. Seully, M.D.
7712 Greentree Rosd
Bethesda, MD 20034
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william 7., Sgence, M.D.
22CL 3ullrun Rcad
Cenmserville, A 22029

HMizhael M, Viahes, M.3J.
3.2, 3x 236

Szerling, 7A 22170
Tstate of Secrge W. and Jcan Ware

143 Highland Orive
Silver Spring, MP 20910
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I.aszro N. TAUBER. M.D.. F.A.C.S.. F.I.C.S.
m <EFFCASON MEMOMAL ~OSPITAL
° 4600 <XinG STRELET SuiTE 2C
ALEXANDED S ViIKGINTY 22302

T2 390 480!

Decemker 8, 1991

A\
Re: Reorganization of the Jefferson Memorial
Hospital Joint Venture
Dear Investor:

Fairfax Hospital System ("FHS") approached me several weeks ago
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 building several
~ blocks from Fairfax Hospital which they will use for their
headquarters. They paid $12,700,000. for the building. I teold
them that I would consider a swap whereby we would own the
headquarters building.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, 200S. The new lease would expire either in 2016 or
~ 2021. They said that they would diséuss this option with the

consulting group that advises them on such issues and they would
let me know by the end of the vyear. If the swap cannot be
accomplished, the lease stays as is with the uncertainty of hew
long FHS can keep the building open as an acute care hospital.

PN 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 enough. I have made many attempts to
advise the investors of the future problems we would face but
with no positive action. I have no intention of explaining to

e the invegtors still in practice that to secure their investment
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 building and
an extension to the Hospital (North Wing). The original 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 following plan was
introduced to many of the partners and approximately 90%
ownership have approved it.

G TAUBER 10444
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The original Group A (Hospital) and Group D (4th Floor) partners
will be called Group A in the new venture. Those menmbers are as
follows with their corresponding percentage interest in the new
Group A. The percentage interest in the new venture was
calculated by taking the partners current annual inccrme =
1,375,000 = new percentage interest.

?ercentage Interest -

Partner in the new venture
Tauber, Laszlo 15.82
Tauber Foundation 9.31
Tauber, Ingrid 1.46
Tauber, Alfred 1.46
Davidov, Michael - 3.19
Rollins, Samuel 5.41
Peters, Leslie 2.73
Peters, Leslie IRA 7.27
Sappington, R.F. 3.84
Burtoff Trust, Samuel 8.87
Goald, Harold 0.25
Nedelcovych 0.20
Gondor, leslie . 7.95
Corrado, Michael 2.65
Corrado, Leslie 3.53
Corrado, Christopher 3.53
Burtoff, Bruce 0.87
Burtoff, Barbara 0.87
Burtoff, Constance 0.87
Vliahos, Michael 1.63
vVliahos, Michael Pen. 3.63
Scully, James B 4.50
McManus, Reginald 2.70
Csatary, Llaszlo 1.53
Csatary, Christina 0.47
Feriozi, Dan 1.46
Coster, A.A. 0.73
Prinz, Werner 0.73
Buhain, Wilfrido 0.64
Hufnagel, Estate of Charles 0.563
Kuhn & Kogan Venture 0.50
Rudnai, Klari 0.68
Delaney, W. Morgan 0.082
Desai, Narendra 0.032
Scheetz, Walter _0.043

Total 100.000

TAUBER 10445
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In order to compensate the owners of the offices, the dcoctors who are
listed as owners of office spaces in the Medical Office Building as of
September, 1979, will consolidate their holdings into the new venture.
Their interest in the former venture will be converted into a total o:‘
14.6% interest in the new venture. These partners will be known a;
Group E partners. They will not have ownership of the office, buz thew
will lease it. )

The conversion is based on a value of $100 per net square foot. The
total square footage is 26,563 x $100 = $2,656,300 total value which is
converted into 14.6% of the new venture. Therefore, the following
partners will own 14.6% of the 100% of the new partnership. Tha
formula for calculating the percentage of square footage owned by each
individual is the net square footage + 26,563 (total sguare footage) =
percentage of square footage in building. $2,556,300 represents 14.6%
of the venture. The available cash to be distributed is $1,610,066 per
year which is equal to $16,100.66 per 1%. The former office owners
will receive $235,069.64 total per vyear. The distribution will 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 sg. footage pew venture x $1,610,066.
. Tauber, Laszlo 5,977  22.50 3.285 $ 52,890.67
Tauber Foundation 4,540 17.09 2.495 40,171.15
Davidov, Michael 2,000 7.53 1.099 17,694.63
Peters, IRA leslie 2,270 8.55 1.248 20,093.62
Sappington, R.F. 6,218 23.41 3.418 55,032.06
Burtoff, Sanmuel 2,185 8.23 1.202 19,352.9¢9
Goald, Harold 1,193 4.49 0.656 10,562.03
Nedelcovych 1,180 4.44 0.648 10,433.23

Antezana 1,000 = I £ -1 0.549 _8.839.
Total 26,563 ’ 100.00 14.600 $235,069.64

Summary

The original Group A partners owned 100% of Group A (Hospital). They
will own 85.4% of the new consolidated partnership plus 26,563 square
feet of office space, plus 3,573 square feet of office space already
cwned, plus 13 already owned Lakeside Plaza Condominium units and the
land and ground lease. The Freedman, Lee and Desai Building 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 building related to parking (the total
parking in the building minus those parking spaces assigned to Drs.
Freed22man, Lee and Desai).

TAUBER 10446
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In order to clarify the actual distribution, please note the following
example:

If a partner owned 10% in the original Group A, he will receive
8.54% interest in the new partnersth which 1is 8.54% of <he
distribution. There is no change in the cash flow since 19% =zf
$1,375,000 (old distribution) is equal to $137,500 which is <t=a

-eete

same as 8.54% of $1,610,066 (new distribution) which is $137,500.

The income from the newly acquired offices is equal to $265,630
per year. The distribution from this amount will be limited -a
the original members of Group A and will be made at the end of th
year. Therefore, this partner will receive 10% of the $265,530 =
$26,563 per year as additional income. Before this addxtxonal
income is distributed, the negative cash flow created by the 13
Lakeside Condominiums will be deducted. Therefore, if the
negative cash flow for Lakeside is $150,00C for the year, this
partner is responsible for 10% which is $15,000. 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 50% cost of living
index. The fixed annual expenses are $114,785.60 (Schedule A) which
leaves a total of $1,635,000. These original Group A partners will
receive their new percentage interest x $16,100.66 per 1% per year.

: Percentage Interest Return = §%
Partner in _the new venture int. x $16,100.66
Tauber, Laszlo . 13.501 $ 217,375.01
Tauber Foundation 7.951 128,016.35
Tauber, Ingrid 1.243 20,013.12
Tauber, Alfred . 1.243 20,013.12
Davidov, Michael 2.729 43,938.70 -
Rollins, Samuel 4.620 74,385.08
Peters, leslie 8.542 137,531.84
Sappington, R.F. 3.280 52,810.16
Burtoff, Samuel 7.574 121,946.40
Goald, Harold ) 0.214 3,445.54
Nedelcovych 0.175 2,817.62
Gondor, Leslie 6.793 109,371.78
Corrado, Michael 2.261 36,403.59
Corrado, Leslie 3.020 48,623.99
Corrado, Christopher 3.020 48,623.99
Burtoff, Bruce 0.743 11,962.79
Burtoff, Barbara 0.743 11,962.79
Burtoff, Constance 0.743 11,962.79
Vliahos, Michael . 1.391 22,396.02
Vlahos, Michael Pen. 3.101 49,928.15
Scully, James 3.844 61,890.94
McManus, Reginald 2.299 37,015.42
Csatary, laszlo 1.709 27,516.03
Feriozi, Dan 1.243 20,013.12

- TAUBER 10447
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Coster, A.A. 0.622 10,014.61

Prinz, Werner 0.622 10,014.561
Buhain, Wilfrido 0.544 8,758.76
Hufnagel, Estate of Charles 0.482 7,760.52
Kuhn & Kogan Venture 0.428 6,891.08
Rudnai, Klari 0.580 . 9,338.38
Delaney, W. Morgan 0.072 1,159.25
Desai, Narendra 0.030 483.02
Scheetz, Walter _0.038 611.83

Total 85.400 % $1,374,996.137

At this point Group A will own the offices and is leasing them back to
the former owner net, net, net at $10 per square foot. The Lessee
(former owner) will be responsible for taxes,. utilities, cleaning and
insurances. The units nust be leased back as long 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 keep
or sell.

Anyone who wishes to sell his share, the price is offered $127,000 per
1%.

TAUBER 10448
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Schedule A
Fixed JMHIV obligations per month:

Dr. Freedman (management physical plant) $1,000.00
Dr. Peters (office rent) 885.72
Dr. Sappington (office rent) 1,341.50
Dr. Tauber (rent) 1,673.00
Tauber Foundation (rent auditorium) 1,233.33
Robin Peters . 389.75
Mr. Mermelstein 600.00
Parking ’ 400.00

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

Additionally JMHJV has the following fixed annual expenses:

Dr. Gondor (ground rent) $20,000.00
Insurance 1,200.00
Thorpe Richards (corporate fee) 400.00
misc. office supplies 500.00
Hopkins (ground rent) 2,406.00

~The total fixed annual obligations of JMHJIV $114,785.60
Note: JMHJV owes the Tauber Foundation $1,233.33 per month which is
$14,800 per year since the beginning of the Lease. As of December,

1991, the 6 1l/2 years back rent totals $96,200 at 10% interest, not
compounded ($26,640) for a total of $122,840.00.

TAUBER 10449
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Dear Members:

We signed a binding agreement with Inova to transfer our Group A
and D 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 JMHIV will be:

$ 75,000.00 from Inova .
- 8,760.00 parking from Inova ($730 per month x 12)
22.531.44 Pharmacy Income ($1,877.62 per month x 12)
$ 106,291.44 Total income
The new fixed expenses of JMHIV will be:
Net o
owner -Ssg.ft. Monthlv Rent
Dr. Tauber (Physical Therapy, 2L) 1564 $1,564.00
The Tauber Foundation (auditorium, 2E) 1480 $1,480.00
The Tauber Foundation (partial Suite 4J) 291.57 $ 291.57
Dr. Sappington (Dr. Linde's office, 6P) 1026 $1,026.00
Dr. Peters (Pharmacy, 4C)* : 623 $ 987.67
Dr. Gondor (Ground lease, $20,000/12) $1,666.67
Total monthly expenses $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 $106,291.44
Less total annual expenses ;
total annual net income $ 22,100.52

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

legal fees $ 6,000
engineering fees 36,980

The condominium owners will shares these expenses as allecated by
their gross square footage owned.

Page 1 of 4
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King Street Office Building 67,265 gross square feet

Beauregard Office Building 9,250 gross square feet
Beauregard garage 9,250 gross square feet
13,944 - 13,443 = —=01 gross square feet
Total 86,266 gross square feet

Therefore, the expense will be $45,000 divided by 86,266 gross
square feet which equals a cost of 52 cents per square foot.

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

King Street Office Building, 3rd Floor 13,944
Garage at Beauregard Building 9,250
Suite 4G, Dr. Peters 1,269
Suite 43, Dr. Small _1.881
Total JMHJV obligation 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 footage they own.

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

The Joint Venture still holds the mortgage on two Lakeside Plaza
condoniniums 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 mortgage will be placed on the new building, no
mortgage recordation tax will be included.

Page 2 of 4
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From now on, The Tauber Foundation for the auditoriunm, JMHIV: Group
A for Dr. Kogan's office, Dr. Sappington for Dr. Linde's office and
Dr. Tauber for Physical Therapy will have net, net leases. All
taxes, insurance, cleaning, 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 agreed to accept 3.25% Group D interest
from Jefferson Memorial Hospital Joint Venture Group A. (3.25%
Group D x 0.27% = 0.8775% in the entire venture). Therefore,
0.8775% x $127,000 = $111,442.50 which is the purchase price.

The venture owes The Tauber Foundation $122,840 iﬂ back rent for
the auditorium. Therefore, $ 122,840.00 ’
(_111.442.50)
$ 11,397.50
$1,480/month x 12 - . 17.760.00
Venture owes T.F. $ 29,157.50

In lieu of this $29,157.50, The Tauber Foundation will buy Suite 4J
= 0.19835% ownership and will receive $291.57 per month from the
Venture. o

Therefore, beginning January 1,1993, The Tauber Foundation will
receive the following per month:

Auditorium $ 1,480.00
Suite 4J —291.57
Total $1,771.57

The management 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 condominium owners. This will be calculated as
follows: —

86,266 total gross square feat
{ 9,250) less Beauregard garage

less King Street Office Building, 3rd Floor
63,072

$1,000 per month x 12 = $12,000 per year divided by 63,072 gross
square feet is 19 cents per gross square foot per year.

- ' Page 3 of 4
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The annual rent for the Cambridge Court Building will be
$2,050,000. A 3% management fee will be paid to a management
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
1% which is $2,333.33 per month. If Inova exercises their option,
each 1% cash ownership will receive $200,000 per 1% plus additional
accumulated income, if any. If Inova does not exercise this
option, the rent will continue at a level at least.'the 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:

1=
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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 agreement to lease the hospital as an acute care facility
until October 1, 2005. However, due to the fact that our census
dropped down to 10-15% 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 get 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, selling the Hospital was the only
answer even if we consider that Inova would pay thé rental payment
to October, 2005. We would get back the building grossly
depreciated and no license for an acute care hospital. That chance
we can not take. I tried to achieve a tax deferred exchange
batween the Hospital and Inova headquarters building. In 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 don'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 our prime
objective is to complete the business transaction and secondly we
can achieve a tax deferred transaction. This would be an
additional benefit to all of us. I just want to reemphasize again
what I related to each member previously that I will try my best
but I cannot gquarantee that the IRS will not alter our approach
which will result in considerable tax liabilities since our base is
practically zero. At our meeting I will discuss certain fine
points for and against it. Please read carefully and act
accordingly in your best interest.

Page 5

J.APP. 4185



BURTOFF

CONSTANCE BURTOFF

SAMUEL BURTOFF TRUST
BY:

TRUSTEE

CHRISTOPHER CORRADO

LESLIE CORRADO

MICHAEL CORRADO, M.D.

ARTHUR COSTER, DPM, LTD,
RETIREMENT TRUST

BY:

TRUSTEE

LASZLO CSATARY, M.D.

CHRISTINA CSATARY, M.D.

MICHAEL DAVIDOV & ASSOCIATES
LTD. EMPLOYEE BENEFIT TRUST

BY: o

TRUSTEE

MICHAEL DAVIDOV, M.D.
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STATEOP _____ B}
CITY/COUNTY OF , to-wit:

The foregoing instrument was acknowledged before me this
day of , 1992 by SAMIR AZER, M.D.

Notary Public

My commission expires:

STATE OF —_— -
CITY/COUNTY OF ;, to-wit:

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

Notary Public

My commission expires:

STATE OF .
CITY/COUNTY OF . , to-wit:

The foregoing instrument was acknowledged before me this
day of , 1992 by WILFRIDO BUHAIN, M.D.

Notary Public

My commission expires:
STATE OF 4
CITY/COUNTY OF s to-wit:
e foregoing i ent was acknowledged before me this
day of 7&%&4—, 1992 by BURTOFF .

Notary Publi j’/ /99 3
My commigssion expires: ; d

19
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INOVA HEALTH SYSTEM

RNy somprm

October 14, 1392

Laszlo N. Tauber, Trustee and
Managing Partner
Jefferson Memorial Hospital Joint Venture
3600 King Street
Suite 2C
Alexandria, virginia 22302-9988

Re: Binding Letter Agreement on Jefferson Hospital
Dear Dr. Tauber:

We have had recent discussions with you in your capacity as
Managing General Partner of Jefferson Memorial Hospital Joint
Venture ("JMHJV") concerning the Jefferson Hospital facility as
it is currently operated and have engaged in a lengthy course of
negotiations as to how JMHJV might permit such a change. As you
are aware, a number of issues have arisen which preclude
currently closing the discussed transaction which would
essentially constitute an exchange of Cambridge Court for
Jefferson Hospital.

Problems have arisen which preclude a current consumetion of
the discussed transaction. Accordingly, if you agree to the
terms of this binding letter agreement, Inova will consummate and
close the exchange transaction described herein subject to the
terms of this letter. The closing of the exchange transaction
will occur as soon as you are able to convey the JMHJV Property
as dascribed herein to Inova, with good and marketable title,
free of liens and insurable. If the premium is more than at
regular rates, JMHJV will pay the difference.

As a condition to this agreement, JMHJV agrees to any one of
the following four options:

1. Inova in its absolute discretion and without any
restriction regarding continuing any use of the facility, may
modify the present use of Jefferson Hospital, and in the event
such change necessitates any change in the licensure or the
Certificate of Public Need, you agree that Inova may take any and
all such necessary action to acccmmodate those requirements
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inzluding withcout limiczatizcn a change or zacminatizsn 2f eithar
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2 You consent to allzsw the

. h ceration cf the Jjefiesrson
Hospital facility immediately to

o)
be halted.

3. Ycu consent to a change in use of the Jefferson Hospizal
facility =0 any other ccmmercial use consistent with zcning and
similar restrictions.

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

Notwithstanding anything else contained in this Agreement,
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 exchange
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 agreement the properties defined
as the "JMHJV Property” and the "Inova Property"” are more
particularly described in Attachment C.

At such time as JMHJV is able to convey to Inova the J¥MHJIV
Property as aforesaid, the following transaction will occur:

A. Inova shall participate in an exchange with JMHJV
whereby Inova will take all necessary actions which will result
in JMHJV acquiring the Inova Property with good and marketable
title, free of liens and insurable (and if the premium is more
than at regular rates, Inova will pay the difference) and whereby
JMHIV 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 JMHJV as landlord and Inova as tenant for the Inova
Property for the term 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, 3.00-2-5, 3.00-2-6 and 3.00-2-7, excluding the buildings and
the land underlying the buildings located thereon, for ninety
nine (99) years on a triple net basis with an annual base rent of
$1.00 per year with shared parking with others except that Inova

Q /[/ MMRW oo;zzs
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y SMHJV $750.30 per mcnth to rent certain parking spaces
e egard Buxlﬂ'"g uncil Septemkber 30, 2005. The

Al

; 3J.00~-2-3 shal. exgire on Septamber 13, 2061.

D. Inova shall lease from JMHJV and/or Tauber/Trustee and
JMHSV and Tauber/Trustee shall lease to Inova Suites 2E, 2D, $J
and 62 in the medical office building at 4600 King Street on a
triple net basis for $§75,000.00 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 $§1.00 at such time as it is
created as a separate condominium unic.

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

If you are in agreement with the terms of the foregoing
binding letter agreement and Attachments A through G, we request
that you indicate your agreement by signing 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 duplicate executed originals.
Upon execution, please return one completely executed copy to us.

Very truly yours,
Inova/ﬁospitals
e
.:;/4:2:;2g;

witness: M.( mc__ .By'; C. Michael French

Barent L. Fake President

Inova Hea)th Sysgem

.L:] jf
Wwitness: tjﬂdulf—ﬁ"(‘aEZ%L_syZ’ J. Knox Siggleton

Barent L. Fake President
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zaszlo N. Tauber
Zcoher 14, 1892

\

w
2]
D

4

The undersigned accepts and agrees o the terms Oof tha

fsragsing cinding latiar agreement.
ceffarson ¥Yemorial Hospital Soint
venture

Witness: ’ 3y:
Laszlo N. Tauber, Managing Parctner
and

Witness: - T - :

rLaszlo N. Tauber/Téustee

MMRW 001230
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k2 lease shall -e

Ior a geriod of twanty {20 y2ars wicth
four [3), £ive (5) year zanewal optizsns, provided Inova jives
wrizzen nstice no latar than tweive (12) mcnihs prisrc 2 zhe
eaxpiracizn si the inicial term 2f the l=ase and each subseguans
renewal term The lease shall te a triple net lease with Inova
agreeing to pay JMHJV an initial annual base rent o¢

$2,050,000.00 per annum payable in advance in equal mzcathly
installments of $170,833.33 (rounded zo the nearest-cent) withou:z
previous demand therefor, on the first day of each calendar monzn
through June 30, 2002. Effective July 1, 2002 through September
30, 200S, the annual base rent payable in monthly installments in
advance shall be adjusted annually to (i) $2,000,000.00 per annum
plus (ii) an amount equal to $2,000,000.00 per annum multiplied
by 1/2 of the cumulative percentage 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) (Washington D.C., M.D.,
V.A.) from July 1985 to March of the year of the adjustment plus
$50,000.00. Effective October 1, 2005 through September 30,
2012, the annual base rent shall be $3,000,000.00 per annum
payable in advance, in equal monthly installments of $250,000.00
without previous demand therefore, on the first of each calendar
month. Effective October 1, 2012, during the balance of the term
of the Inova Property Lease and any extension thereof, the annual
base rent payable in monthly installments in advance shall be
adjusted annually to (i) $3,000,000 per annum plus (ii) an amount
equal to $3,000,000 per annum multiplied by one-half of the
cumulative percentage increase in the cost of living as measured
by the same CPI from July 2005 to March of the year of the
adjustment. At all times during the term of the Inova Property
Lease and any extensions thereof, including the option periods
for both the Inova and JMHJV Properties, Inova shall be -
responsible at its expense (1) for all tenant build-outs, which
shall coniorm to the first class office space standards in the
Washington, D.C. metropolitan area and (2) keeping both the JMHJIV
Property and the Inova Property in good order and shall make all
repairs and replacements, structural and nonstructural and shall
keep all building systems including mechanical, electrical and
plumbing in good working order. In addition, Inova shall have
the right to purchase the Inova Property free and clear of all
liens and with good and marketable title, insurable at regular
rates, for $20,000,000 or 50% of the fair market value, whichever
is greater, on October 1 of the following years: 200S, 2012,
2017, 2022, 2027 or 2032, provided Inova notifies JMHJV in
writing at least twelve (l12) months prior to such dates specified
above. If the parties cannot agree on the fair market value then
the fairmarket value shall be determined as follows: Inova and
JMHJV shall each hire an MAI appraiser to appraise the Inova
Property and if the appraisers are unable to agree between them
as to the fair market value and their opinions of the fair market
A=t .

MMRW 00123
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value vary 1l9% or less {rcm 2ach other then the average cf :ha
two shall be the fair marke: wvalue. [ the two agpraisers’
ospinions of fair market value vary from each other mcre than 10k,
then the two appraisers shai. ziztk a thircd appraiser whose fees
will be spliz equally by =h2 parties, and the thizd appraiser

will tce asked to decide the £ market value which will not be
lower than =2 lowest appradis nor higher than zhe highest
appraisal. At the request of Inova, for a period of two years
immediately following Closing, JMHJV or Tauber/Trustee shall no=
racord any mortgage on the Inova property, and the Inova Progerty
Lease shall not be recorded among the land records of fFairfax
County, Virginia. After said two year period, JMHJV-has the righ:
to place a deed of trust on the Inova Property in am amount not

[ ]

_to exceed $15,000,000 (interest and principal included).

MMRW 001232

A-2

o QJ/

J.APP. 4193



ATTACHMEINT 3

The option price shall te zne eater of the real estate tax
assedsment value of the JMHJYV property or the fair market vaige
of zhe JMHJV property less the value actributable to any licensed
zeds ther=in. If the parties cannot agree on the fair marker
value then the fair market value shall be determined as £ollows:
Inova and JMHJV shall each hire an MAI appraiser to appraise the
JMHJV property and if the appraisers are unable to agree between
them as to the fair market value and their cpinions vary either
10% or less from each other then the average shall be the fair
market value. If the two appraisers opinions vary from each
other more than 10% than the two appraisers shall pick a thirzd
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 terminacted.

~
- -
<
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For the purpeses 9 this Agreement, the Hospital Building
and che MCB Third Flcor, and all appurtenances, beneficial
sasements c2lating to the cgeractiosn and use of the Hospital
3uilding 2and the MOB Third Floor, including but not limited to,
fixtures, equipment and perscnal property cwned by SMHJIV and
Tauber/Trustee and used in the operation and ownership of the
Hospital 3uilding and the MC8 Third Floor, and all JMHJV’'s or
Tauber/Trustee’s materials stored therein, all warranties,
guaranties, licenses, permits and certificate(s) of public need,
bonds, claims and rights, if any, running to or assigned to JMHJIV
and/or Tauber/Trustee in connection with the construction,
maintenance or operation of the Heospital Building or any
component thereof, all of JMHJV’'s and/or Tauber/Trustee‘’s rights,
title 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. 49-4-001-28B
("Cambridge Land"), and is the owner of a multi-story office
building and parking structure and all other improvements erected
thereon known by street address as 8110 Gatehouse Road, Falls
Church, Virginia, having Tax Map No. 49-4-001-28B (“Cambridge
Building").

For the purpose of this Agreement, the Cambridge Land, the
Cambridge Building, all related improvements, appurtenances,
beneficial easements and rights of way over the Cambridge 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 Cambridge Land, all
warranties, guaranties, bonds, claims and rights running to or
assigned to Inova in connection with the construction,
maintenance or operation of the Cambridge Building and any
component 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 Cambridge Building and all related improvements
shall be collectively referred to herein as the “Inova Property”.

LH
~

J.APP. 4195



al sollowi the daza of
that within 30 days Iollowing ¢
~h rzies agree that wizal ° g the da-
i -:$=§aeﬂt hag Inova shall 2xecute a deed -on»fy.gq’A§"=VL”
ee ag--Serij MB JMHJIV, and :x?JV shalil execute a dee vé;“;;ld“
! gt - - o gy
ES; a‘V':--"d"="-::aev-r:y o inova, and the parties shall del

Y h
¢ ds =5 Real Title Ccmpany t3 be held in esczow pending the
;?Zasxgq of title to the SMHJIV Property.
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ATTACEMENT T

?a:king on the ground leased by Inova {rom JMHOV or
TacucersTrustee shall be in accozdance with the City of Alexandria
23 aing laws, and said parking shall be shared or cooperative,

hat is D&”K;ﬁ, shall not te assigned. 1Inova shall be entiziled
-a charge {or the parking at rates which are normal in zhe area
and Irova shall be encxtled to all income arising therefzz:
except that each tenant or owner in the Medical Office Building
or Beauregard Building shall be entitled without charge =o use
one parking space per owner or tenant. At all times-during the
ground lease, Inova shall be responsible at its sole.expense for
all taxes, insurance, repairs and replacements.

MMRW 001236
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Ouring the zerm zZ£ cha srzund lsase JMHECV and Tauber/Trus:ae
sha.l cooperaz2 with Inowa in cttaining sgecial use permizs for
<he hospital building and third Zloor < the Medical Cffics
3uilding as long as the proposed use will not result in zha loss
cf the present commercial zcning on the grouad.
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ATTAZHVENT

PR PN

This Agreement may cte assiznad, in whole or in par:, by any
party hereto.

All cerms, conditions, agreements and obligations hersunder
shall be binding upon and inure to the benefit of the parties

hereto and their respective legal representatives, successors and
assigns.

As\BINDLTR.AQR
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EXTENSION AGREEMENT

THIS EXTENSION AGREEMENT is made this 1l3th day of November,
1992 by and between INOVA HOSPITALS and INOVA HEALTH SYSTEM
(collectively "hereinafter "Inova"), JEFFERSON MEMORIAL HOSPITAL
JOINT VENTURE (hereinafter JMHJV"), and LASZLO N. TAUBER, TRUSTEE
as Trustee for JMHJIV (hereinafter "Tauber, Trustee").

WHEREAS, the parties entered into a Binding Letter 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 D to the Binding Letter Agreement between
the parties dated October 14, 1992, is hereby amended in its
entirety and replaced with the following language:

ATTACHMENT D

On or before December 18, 1992, JMHJV shall execute a deed
conveying the Jefferson Hospital Building portion of the JMHJIV
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) business days following delivery
of the Jefferson Hospital Building Deed to Real Title Company,
Inova shall execute a deed conveying the Inova Property to JMHJIV
and shall deliver said deed to Real Title Company to be held in
escrow pending clearing of the title to the JMHIV Property.
Closing shall occur promptly following the date on which the MHIV
Property title is cleared and all other documents contemplated by
the Binding Letter Agreement have been executed and delivered to
Real Title Company. Closing will not be contingent on or delayed
until the third floor of the Medical Office Building becomes a
condominium. The parties acknowledge and agree that the Medical
Office Building will be made subject to a condominium regime, and
the deed to the third floor of the Medical Office Building shall be
delivered to Inova by JMHIV promptly after the date on which the
condominium regime takes effect pursuant to law. JMHJIV agrees to
proceed with the creation of the condominium regime in a diligent
and expeditiocus zmanner.

IN WITNESS WHEREOP the parties have executed this Extension

Agreement as of the date first above written in two counterparts
each of which shall be considered an original.

WITNESS: INOVA HOS . -
> o (e T
Lawt K THo By: < <

C. Michael French, President

MMRW 001239
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WITNESS:
Comcont L Fodio

WITNESS: L
; ;/ .. N '.‘/.'1 (/
WITNESS:

Nl . Li:"' /“/’t( /

INOVA HEALTH SYSTEM' ,
g stape (
By:__ .| /“\LQJ'\ -

J. . Knox Si.nqle/v’on, President

JEFFERSON MEMORIAL HOSPITAL JOINT
VENTURE

By: fo-

Laszlo N. Tauber, Managing Partner

:- C.. "¢ g . ‘l(':;.".;.-.
LASZLO N. TAUBER, TRUSTEE

MMRW 001240
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SECOND
’ EXTENSION AGREEMENT

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

WHEREAS, the parties entered into a Binding Letter Agreement
dated October 14, 1992, and an Extension Agreement dated November
13, 1992 and now wish to extend the deadline again for delivering
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
agreae as follows:

1. Attachment D to the Binding Letter Agreement between
the parties dated October 14, 1992, as amended by the Extension
Agreement dated November 13, 1992 is hereby amended as follows:

ATTACHMENT D

On or before January 29, 1993, JMHJV shall execute a deed
conveying the Jefferson Hospital Building portion of the JMHJIV
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) business days following delivery
of the Jefferson Hospital Building Deed to Real Title Company,
Inova shall execute a deed conveying the Inova Property to JMHJV or
its designee and shall deliver said deed to Real Title Company to
be held in escrow pending clearing of the title to the JMHJIV
Property. Closing shall occur promptly following the date on which
the JMHJV Property title is cleared and all other documents
contemplated by the Binding Letter Agreement have been executed and
delivered to Real Title Company. Closing will not be contingent on
or delayed until the third floor.of the Medical Office Building
becomes a condominium. The parties acknowledge anc agree that the
Medical Office Building will be made subject to a condominium
regime, and the deed to the third floor of the Medical Office
Building shall be delivered to Inova by JMHIV promptly after the
date on which the condominium regime takes effect pursuant to law.
JMHJV agrees to proceed with the creation of the condominium regime
in a diligent and expeditious manner.

2. The Binding Letter Agreement dated October 14, 1992
as amended by the Bxtension Agreement dated November 13, 1992 as

further amended by this Second Extension Agreement remains in full
force and effect and is ratified and confirmed by the parties.

MMRW )01241
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IN WITNESS WHEREOF the parties have executed this Second
Extension Agreement as of the date first above written in two
counterparts each of which shall be considered an original.

WITNESS: INOVA HOSPITALS >
T o i < Teraly By: -L&.&. = T !
C. Michael French, President

WITNESS: INOVA HEAL ' SYST [ /Q}_

Bate it X . f:& By.

J Knéxa?an;éton, Pres_dent

JEFFERSON MEMORIAL HOSPITAL JOINT

pzqnzss: ) VENTURE

\\\_f‘_: . ‘_'.'(' (J‘(\l,/ - By :.';,- ‘e T (L\ :

. Laszlo N. Tauber, xanag:.ng Partner
WITNESS:

'__2 =~ { Lhmie . /;;..__",__'

LASZLO N. TAUBER, TRUSTEE

MMR W 0@1262
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VIRGINTIA:

IN THE CIRCUIT COURT FOR THE CITY OF ALEXANDRIA

INOVA HEALTH SYSTEM HOSPITALS,
et al.,
Petitioners,

At Law No. CL 930607
Ve

THE JEFFERSON MEMORIAL HOSPITAL
JOINT VENTURE,

et al.,

WP WP W’ e e P Nt W P N

Defendants.

SETTLEMENT AGREEMEKRT
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, "JMHJIVY).
WHEREAS, the parties are litigants in a declaratory judgment

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

Virginia styled Inova Health System Hospitals, et al., Petitioners

v. Jefferson Memorjial Hospitai Joint Venture et al., Defendants,
Law No. CL930607, and

WHEREAS, the parties have agreed to settle the pending
litigation on the terms set 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. S514.
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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 September 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 ;ny alleged default, JMHJV shall give thirty
(30) days' written notice 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 receipt 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 theregfter, The payments pursuant to this
paragraph shall be assignable by JMHJV by writtenrnotice 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 parties, which
letter of credit shall be renewed ;hnually 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 (30) days prior written notice

and such failure to renew shall constitute a default permitting

2
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JMHJV to present the letter of credit for payment thereunder. 1In
lieu c)f 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
amount 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 the 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
agent or trustee for the Substitute to Letter of Credit by JMHJIV
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 the letter of ‘credit or demand for the
Substitute to Letter of Credit shall be applied to payments
currently due anfl 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 1letter 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 agent (as applicable) .

3
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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 ($10,000,000.00)
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 Inova's improved réal property
known as "“Cambridge Court" having a post office address of 8110
Gatehouse Road, Falls Church, Virginia 22042 ("“Cambridge Court").
The Ten Million Dollar ($10,000,000.00) 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 tenants 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 ($10,000,000.00) 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 proﬁé;ty, 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 sécurity, reasonably
acceptable to JMHJV, in the form of a first lien deed of trust on

4
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real property of reasonable value, cash or cash equivalent or a
letter of credit. JMJHV shall have the right 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 agreement 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 existing acute care
licenses and COPN for Jefferson Hospital. JMHJV shall execute a
written acknowledgment, not later than July 15, 1994, addressed to
the appropriate State authorities, acknowledging Inova as the owner
of the existing Jefferson Hospital license and operator of the
Jefferson Hospitai'fa'cility since July 1985 and that Inova has the
right 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
Program. JMHJV agrees to take no action, either directly or
indirectly, to interfere with or opposev these applications.

5. Inova agrees that JMHJV, its successors and assigns, shall
have the right oh January 1, 1995 or such earlier date as set forth
in Paragraph 4, to apply for any COPN or license to operate at
Jefferson Hospital any type of medical or surgi:;].' facility,
including, but not limited to, acute care, extended care, extended
acute care, ambulatory, outpatient surqery,- nursing home, operating

rooms, emergency room services or similar medical or surgical

J.APP. 4208



facilities. 1Inova agrees to take no action, either directly or
indirectly, to interfere with or oppose these applications.

6. The parties agree to dismiss with prejudice 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 agree to dismiss with prejudice all clainms,

counterclaims and crossclaims actually raised or which could have

been ‘raised in the case styled The Jefferson Memorial Hospital
Joi A e . _Taub intiffs v. v a
A4 ounda efe '

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 fees.

8. The parties to the present action shall execute mutual and
general releases, including but not 1limited 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 éxceptinq 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,
Virginia land records.

10. The parties 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 partiés on
Ooctober 14, 1992 shall be terminated.

’12. Inova agrees to cooperate with JMHJV in all of JMHJIV's
efforts to ensure that title is clear to the real property and
improvements located at King 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

ospit v a aszlo u stee v. ties
Unknown, Circuit Court for the City of Alexandria, Chancery No. CH

940618. Inova also agrees 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. Inova further
agrees to cooperate with JMHJIV 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 engage in litigation to clear title
to the real property and improvements.

13. The parties agree that the equipmen; that is currently at
Jefferson Hospital shall remain thereon and shall remain the sole
property of JMHJV.

14. Inova agrees 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 approvallby the Court, the parties agree 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 Settlement Agreement
are, and shall remain, confidential. The parties agree not to
disclose the terms of this Settlement Agreement to thirad 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
Agreement shall be filed under seal with the Court and shall be
kept confidential and not disclosed to aﬁy third parties.

16. The parties agree that the facts developed in this action
are, and shall remain, confidential. The parties agree not to
disclose any facts developed in this litigation to third parties.
The parties further agree that they, their counsel, and their
experts will execute appropriate confidentiality assurances. The
parties further agree that, immediately upon the execution of this
Settlement Agreement, and no later than two (2) days after its
execution, Inova will return to JMHJV'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/or financial
JMHJV information) and 1Inova's experts shall be destroyed
immediately upon the execution of this Settlement Agreement, and no
later than two (2) days after its execution. For purpéses 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 expert
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 requested. During the pendency of any
challenge, Inova, its counsel or its expert witnesses 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 havé the riqht 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 deemed 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 King Street, Alexandria, VA
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: Inova Health System
Foundation and Inova Health System Hospitals,
Attn: cChief 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 law, 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

10 J.APP. 4213



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 herein. 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,
the 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, for the purposes

therein contained, affixing their seals-hereto.

Witness: ' INOVA HEALTH SYSTEM
HOSPITALS

C. Michael French

Chief Operating Officer

A Corporate Representative
with Authority to Bind the
Corporation to this
Settlement Agreenment

/éé?: L€ %,X Yiz/ix ay: © {@ & <

(SIGNATURES CONTINUED ON FOLLOWING PAGE]

11
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Witness:
witness:
Witness:

12

INOVA HEALTH SYSTEM
FOUNDATION

D=
ox Singléton .

Chiéf Executive Officer
A Corporate Representative
with Authority to Bind the
Corporation to this

Settlement Agreement

JEFFERSON MEMORIAL HOSPITAL
JOINT VENTURE

By

Laszlo N. Tauber, Trustee
with Authority to Bind the
Partnership to this
Settlement Agreement

Laszlo N. Tauber, Trustee

J.APP. 4215



Witness:

Witness:

o ilitaatuns

Witness:

g? % 7 ;).

12

INOVA HEALTH SYSTEM
FOUNDATION

Bv: - . e e

J. Knox Singleton

Chief Executive Officer

A Corporate Representative
with Authority to Bind the
Corporation to this
Settlement Agreement

JEFFERSON MEMORIAL HOSPITAL
JOINT VENTURE

toi bl 4 il T

Laszlo N. Tauber, Trustee
with. Authority to Bind the
Partnership to this
Settlement Agreement

((ﬁfz{i {' /2/4 s ‘7’;’«4;'_,

Laszlo N. Tauber, Trustee

J.APP. 4216



Form 990-AR

1979 »- -
C.oes
Annual Report ==

of Private
Foundation

VD E 3 ™ [
Name

!Jnder Section 6056 of the Internal Revenue Code

In addition to this Annual Report,

the annual return of the Foundation
filed on Form S90=PF is available for
public inspection. Consuit an
Internal Revenue Service office for
further information,

e

Trial Bxhibit
No. 538.

TFDN 000374
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Page 2

1975, and encing .......... ... ..... - .19,

Farm 990=-AR (197%)

Annual repert for calendar year 19795, or fiscal year DegIinnIng ....cceevevnvenne s R ceeneeeien

Name of crganizatien Employer icentificatton number

TAUDHEA COUNDRTIAN THL 32-LCSmizny
Address of pnncipal office

N PXE- YU 4\ - TN W21t
It books and records are not at above address, specafy where they are kept )

Name of pnncipal officer of feundation

Oc.tinsale M Tauaec

Public Inspection (See Instruction C): || & ., 7%
(a) Enter date the notice of availability of annual npcrrwpuud in newspaper p . NM( 1 A9\

................

(D) Enter name Of NEWSDBPEP PP | i . Sudea Tl orosrmrenerenmoncrarsrenmnsensesemmsnnsssssnszesonmensen
(c) Check here p» X]. 1f you have amn?“%opy of the newspaper notice as required by instruction “C.* (If the notice s not

attached, the report will be considered incomplete.)
"~ Check box for type of annual retwrn P» - m Form 990-PF ] Form 5227

Revenues
1 Amount of gifts, grants, bequests, and contributions received fortheyear . . . . . . . . ., . .| AN AR SO
2 Grossincome fortheyesr . . . . . . . . . . . . . . . AN’ 2

T PP e . © W2 6 R ¥

Disbursements and Expenses )
4 Disbursements for the year for the purposes for which exempt (including sdministrative expenses) . . . _53'}_'\_;_}3,

oLl —o-=

35 Expenses attributable to gross incomae (item 2 above) fortheyear . . . . . . .

Foundation Managers
6 List ail mansgers of the foundation (see section 49546(b) IRC):

Address where mansger msay be contacted

Name and title during normal Dusiness hours
OF, LS A\e N TILBET | PresrvanS oot Riuw <., Rler. va,
M. RUOCeW WI0I-6 | SecteTrrs Sko\ lwesTBaro Ave, Vet Mo
te, Rlkreo S .Tauter, Ve -Ores . &astou"l‘?"s-
;C\xw V. TaLdET, Trerswiet 1026\ Gresvencr PL. Rockuiie MO

Ga List here any managers of un foundsation (see section 4546(b) IRC) who have contnbuted 2 percent of the tots! contnbutzens
gog;(u:;&% the foundation before the ciose of any taxatle yesr (but only if they have contnbuted mare than $5,000). (See section

Ve Vs W Tauaer

6b List here nny managers of tno foundstion (m section 4946(b) IRC) who own 10 m or morg of the stock of 3 corporation (or
Oﬂ equally large portion of the cwnership of 3 partnership or other entity) of which the foundation has a 10 percent or greater

TFDN 000375
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TAUBER FOUNDATION, INC.
I.D. 52-6054648

Notice of availability of the Tauber Foundation,
Inc., annual report has been published in the
Sentinel, a Montgomery County newspaper, on

May 7, 1976.

Oopy of said notice is attached hereto.

LASZIO N. TAUBER, M.D.

TFDN 000376

J.APP. 4219



Fo-m 930-AR (197%) ) Sege 3
Balance Sheet Per Books at the Beginning of the Year

Assets Liabilities
) i
Cash . . . . . . « « . . .. ........\S,&-.\.S:.\u. Accountspayable . . . . . . . L
Contribut:ons, gifts, grants,
Accounts and notes recsivatle . . . . etc.payable . . . . . L L o e, .
Inventories MNePVEM IWGTCGwmerXse | 2. St %3.| Bonds and notes payable
Securities Mortgages payabdle
Government obligations .
Other liabilities .
Corporate Bonds . e e e
¢ Total liabilites . . . . . . . . . —=
Corporate stocks .
. Net Worth
Mortgageloans . . . . . . . . .| _..9% 11&.;@,33',‘ Principai fund . . . . . . . . . .....Lu.rb:x:‘l.-!ift.
Real estate=\o WO | AR Goe . -
Less: Deprecistion . ol < 2] .WS‘QQQ“J Income fund

Other asssts .

Less: Depreciation . Totainetworth . . . . . . . _.Luh.'ﬁlﬁ.é&.

Totstassets . . . . . . . . . . ‘BVY . Total liabilities and netwerth . . . . .

itemized Statement of Securities and 'All Other Assets Held at the Close of the Taxable vur

Assat Seek value Market velue

C-s o'\ "‘G\Q\.w '\\'i";‘\_ao
L 5T QeeD Of TrusT, Wote Recewvaanve \35,13% .G\ AR
VIO 18,6c0.00 RN
STouA = \§ wou SMITe s ~Joe ., Mewm o>\ \*«:ﬁ?..tuo. 315, 0COLO0 113'000-00
MEOWI TusTComecntT S 1 Sen 95 1,564,955
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i J.APP. 4220




Form 990-AR—(1979) Page §
Grants and Contributions Paid or Approved for Future Payment During the Year
Reciolent .M’,.'.:E:ﬂ"::é’.‘."..,
ip to any C&':‘;;:.i;l't;m":v:t:'ﬁ Amount

Name snd sddress (Reme or Dusiness)

!oundahcn manager
or sudstantial
contributer

ecntribution

Peid during year
RoBeT DNaRIwg Aot

Woe\o Fewefivion o Wung o Tews
TRk Comsemy tted

A€ id Towrnan To ue DA
RoTmte Sewcen i, ot

Meavea\ Reseacey
o e OWTY, To Necoy W us e Tews

B30 O N Tows e A\ s
Foi OLITY, T NacoY \‘\v'w\‘k'as .
(-2

\o .“;.GC

Lo
\ & v 00

\\O\M\\'\)u VeseeuDautTs BS"\\.-.\."\I-
lewsd N\ VTS Qoguc=g Fo¢ Mo wmat Q%\,‘-_-‘ WSSV 5 L ol
HedCT TPV Fuwed ~Tuva ey s Med chuxeC Meae< Ty _w.-,x’nh: Recudce\s Voo g a>
I e 5:;:131
Approved for future payment

TOBI . . . . . . . e e e e e e e e e e et e e e e e e e e e e e e e D

A gotice has deen pudlished that this Annual Report 13 available for pudlic nspection st the pnncipal offices of the feundation, and copres of this
Annual Report have been furnished to the Attorney Gensrg! (cr his designate) of asch State entitied 0 rece:¥e reports as required By instryction *°F."

Dais Signiture of Toundition manager Title T
2 (/% e v, -
Sl ... %@%'gﬂﬁ% T PEAL. EERARL G2 BTl IO 20N, ...

Instructions

A. Annuat Report.—An snnual report is re-
quired from the toundation manggers (as defined
n section 4945(D)) of every organization which -
i1s 8 private foundation, including 8 nonexempt
trust descnbed in section 4947(s)(1) which is
treated as 8 private foundstion, heving st lesst
$5.000 of assets at any time during a tazable
yegr. A private foundstion may yse this form for
s | reporting requiraments.

if you prater not 10 use thig form. you msay pre-
psre the raport n printed, typewntten or sny
other form you choose, prowvided it resdily and
legidly discioses the informaton required by sec.
tion 6036 and the reguistions thereunder.

The annuasl repcrt 13 1n addition to and not in
ey of supmitting the nformsaticn required 0a
Form 990=PF under secticn 6033.

8. Where and When tp Fllg.em

(1) Tax-ezempt privste foyndstion.e=File the
report st ths tme end place specified for filing
Form 990-PF, Return of Privets Foundation
Exempt from income Tax.

(2) Nonexempt trust described in section 4947
(8)(1) and trested as a PIvelD NUNISLIEN. e
File the repcrt st the time snd giese specified
for fitng Form 5227, Retwsn of Nenszempt
Chantsble or Spit-interest Truns Trostad o8 a
Private Foundation under sastian 4067(s) of the
Interns! Revenus Code.

€. Pudiic Inspaction of Private Paudation’s
Annual Reports.—As a foundstion mansger, you
Must Make the annus! report required Dy section
6056 svaitabie at the principal office of the foun-
daticn for 1nspection dunng reguisr Dusitess
Rours Dy sny Citizen who 30 requests within 180
days after pudlication of notice of its avaslatlity;
or, if you choose, you may furmsh § copy free of
CRErge t0 SUCh PErSONS requUEsTNg 1NSPECHON,
provided thess persons do so st the time and
manner prescribed in section 6104(d) and the
regulztions thersunder.

The notice must de pubhished not later then
the dsy prescrded for filing the snnusl report
(determined wnth regerd to any extensions of
tme for fitng), 1n 8 newspaper having genersl
crculation in the county 10 which the pnncipsl

office of the private fourdation is locsted. The
notice must state that the srnusl report of the.

private foundation i3 svailsble at its principal -

office duning regulsr business hours for inspec.
ticn by sny citizen who $0 requests within 180
Gays after the date of the publication. It must
2130 SRow the scdress of the private foundation's
principsl office and the namae of its prncips! man-
ager. A gnvate foundation may designate in addi-
tign to it principal office, or (if the foundstion
has no princips! office o ncne Other than the
residence of & substantial contrndutor or founds-
tign manager) instesd of such office, any other
focstion where its snrusl report is svalabdle.

The term “‘newspgaper having genersl circula-
tion" shatl include any Rewspsper of journs!
witich is permitted to publish statements in satis-
faction of State statutory requirements relsting
to transier of title t0 resl €3tste Or Other similer
tegal notices.

A copy of the notice must be gttached to the
annusl report flled wath the Internal Revenue
Service.

A private foundation which has terminated its
status &8 such under section 307(B)(1)(A), by
distnbuting il its net 3336t 1O ORG OF MAre PUd-
e charties without retaining any right, ttle or
nterest 1 SUCh 2338ts. COES NGt Nave tO publish
notice of gvaiadility of i1ts annusl report or fur.
Rish Such report to the pubdlic for the taxadle
yeor in which it 30 termingtes (Reg. 1.507~

200)(®)).

-3 snd Verificstion.—=The report
must be signed Dy the foundstion msnager.

€ List of States.—A privete foundation is re-
Quired to sttach t0 i1t Form 990=PF g list of all
States:

(1) to which the orgaritation reports in gay
fashion concerning it organization, SSeets, OF
sctivities. and

(2) wth which the crgamzation hes registered
(or which it has Ctherwse notfied n any mane
ner) that «t intends to B8, or 18 3 chentable
orgenization or that it s, or intends to be. 8
hotder of property devoied 0 a chantabie
Purpese.

#. Furnishing of Coires to State Officers; List.
ing of Statgs.—The foundation manggers must

furnish & copy of the snnual report (required dy
section 5036) to the Attormney General (or Mg
designate) of (1) esch State listed for Form 990
PF adbove. (2) the State in which the prnncips!
office of the foundstion 18 !ocated, and (J) the
State in which the foundation was incorporated
or crganized. Such report must te furmished at
the same time 1t is sent to the internal Revenue
Service. In sddition, the foundstion managers
shgil provide upon request a cepy of the annusl
raport to the Attorney Genersl or othsr 3ppro-
priate State officer of any cther State. The foun-
dgtion manager shall siso sttach to the report 3
copy of the Form 990=-PF (or Form 5227 for a
4947(2)(1) trust) and & copy of the Form 4720
(if sny) filed Dy the foundation with the Internal
Revenus Service for the year.

G. Penaity for Failure to File Repert ond No-
tice en Time.—=if a private foundation fas to
file the annual report cn or Sefore the due date,
or 10 comply wth the requirements under “C*
above, thers weil be imposed cn the persan (any-
one under 8 duty to perform the act). 3 $10
penatty tor esch day durning winch the faclure cen.
unues. nat to ezceed $5.000. (See section 6652
(8)(3).) It more than one person s liable, all
such persons shatl De jointly and seversily Liable
with rgspect t0 such fhilure. Orgamizations that
have given nouce under section S08(d) s to
thewr status and have not received 3 tetter from
the (nternal Revenus Service containing & deter.
mingtion g3 to Such status=—refer to Revenue
Procedure 72-21, 1972-1 C.B. 759, or later re-
wisions, for rules relating to relief from the
pensity provis:on of section 6832, If the falure
to file the annusl report or compty wath “C' is
weliful, there weil De :mpOsed. in addition to the
amount mentioned above, a pensity of $1.000
for esch such report or nrotice. (See seacton
6688.)

M. Porsign Organizstions.—A foreign crgsni-
2ation wivch Res receved substantislly all of its
supDort (other then gross invesiment 1ncome)
from sources outside the United States wtl rot
be subject t0 the requuements of :nstructions
“C" and “F sdove.

TFDN 000378
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JEFFERSON MEMORIAL HOSPITAL

4600 KING STREET. ALEXANDRIA. VIRGINIA 22302
’ TELEPHMONE: 703/931.2800

August 8, 1966

Mr, Bernard Krakow
Attorney at lLaw
837 Warner Building
Washington 4, D.C,

Dear Bernie:

In regards to Jefferson Memorial Hospital's application for tax
exemption, I submit the following:

1, As you know, the corporation was formed as a profit
making one, but only on paper, because many months
bafore the hospital was opened, the charter wvas
changed to a non-profit one. The reascn for the
change was that almost 100X of the sponsors felt
that due to the ever rising cost of hospitalization,
it would not bde right to form a profit-making organ-
ization, Since all of us have excellent practices,
we therefore decided that any money realized from
the operation of the hospital for eventual extension,
and improvement of medical care, and also, if possi-
ble, for lowering the cost of hospitaligzation, I
repeat that this hospital never worked with the orig-
inal charter, that is a profit-making organization,
and the change was made many months before we started.

(a) The land was donated December 30, 1964,
Equipmpnt was purchased the end of 1964
and the beginning of 1965, leases were
cancelled January 1, 1965, The sponsors
assuned all the money up to one million
dollars in the duilding, The equipment,
paid for and owned by the sponsors, is
being used by the hospital for one dollar
a yesar for 10 years,

2., 3., and 4, Copies of leases are enclosed, -

5. Mr, Gregory Pappas is still -leasing space from us,

Trial Bxhibit
No. 603.

J.APP. 4222



Page 2,

If there is any additional information which you need, please advise
me of such, .

With personal regards,

Sincerely yours,

banly L. 0l 1y

Laszlo N, Tauber, M.D.

Tm-PRIV-Oolzw

J.APP. 4223
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AW TFPRICES OF
Ross. Marsu & FOSTER
128 50U RQ0vawL STREET
ALEXANORIA, VIRGINIA 2231a

{703} B8236-2770

730 S.FTEENTA

JUI)’ 24’ 1972 wASnm.—.rou.:.:.za::

Dr. Laszlo N. Tauber, President
Jefferson Memorial Hospital
4600 King Street

Alexandria, Virginia 22302

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 [ have filed notices of appeal to the Alexandria
Board of Real Estate Tax Equalization on those properties of
the hospital which are owned by the Tauber Foundation, Dr. Novak,
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 TAUBER-PRIV-000025

No. 610.

J.APP. 4224
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JEFFERSON MEMORIAL HOSPITAL

4600 KING OTREET. ALEXANDAIA, VIRGINIA 22303
TELEPHONE: 703/931-2800

May 18, 1973

Dear Stockholder:

As you know, Jefferson Memorial Hospital changed its corporate
structure in July, 1971. At that time the hospital changed
from a non-profit, non-stock institution to a-for-profxt,
stock institution. '

Attached is a copy of the merger agreement between the two
organizations. Once the merger agreement is consumated,
then the hospital will be incorporated in Delaware and
authorized to do business in Virginia.

Mr. Reeves, the hospital attorney on this matter, is anxicus
to complete this merger agreement; s© we will be 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 days to obtain your signature on the
original merger agreement.

Sincerely,

STasPYansy

@fié&ﬁ=§hii ¢5:.§;i‘€ib&_=-

LESLIE L. PETERS

Secretary
ENCL:
Trial Exhibit
No. 613.
- SCU 000102

J.APP. 4225



Baker & Hostetler
Jefferson Memorial Hospita!

EXHBIT !

(1) Based on a weighted average of the pricr three years' results of cperations.

EXHIBIT

Foa(A)

J.APP. 4226

Summary of Approaches
Valyation Date: June 30, 1971
Capitalzation of Eamings Approach Adjusted Book Value Approach ‘
Normalized Value of Book Equity as of
Twelve Months % of Nat June 30, 1971 $ (392.568)
Ended Opaerating
June 30, 1971 (1) Revenue
Revenue: |
Routine Services $ 1985348 )
Special Services 1,802,021
Total Gross Revenue 3,787.368
Deductions and Allowances (556.315)
Other Operating Revenue 37.188
Net Operating Revenue 3,268,252
Operati nsas N iation):
Total Salaries & Wages 1,386,795 42.4%
Administrative & General 149,925 46%
Dietary 197,671 6.0%
Housekeeping, Laundry 236,694 7.2%
Operation of Plant, Maintenance 58,538 1.8%
Other Supplies & Expanses © 979,088 30.0%
Rent of Land & Building 111,315 3.4% _
Taxes (cther than Payroll & Income) 26,711 0.8%
Total Operating Expenses 3,145,736 96.3%
Operating Income 121,516 7%
Other Income/(Expenses):
Rental incoms 27954 09%
Interest income 10.856 0.3%
Miscellaneous Income 3.881 0.1%
Miscellaneous Expense (12,102 0.4%
Cther Income/(Expense) 30,590 0.9%
EBITDA 152,106 4.7%
Depreciation/Amortization 29414 0.9%
EBIT 122,692 3.8%
Income Taxes @ 40% 49,077
After-Tax Cash Flow 73615 23%
Adjustments to Cash Flow:
Add: Depreciation & Amertization 29,414 0.9%
Less: Capital Expenditures 32,683 1.0%
Less: Change in Net Working Capital 24,209 10.0%
|Adjusted Cash Flow 48137
Capitalization Facter @ 17%
(Assuming 3% Cash Flow Growth)
Net Enterprise Value 271,397
Less: Liabilities 1.069.509
Net Equity Value (798.112)
Rounded $ sz&g‘




Baxer & ~ostetler
Jefferson Memonal Hospital
Capitatization of Earmings Approach

TamdT

Val -_Apnl 18 197
Caphtaization of Samings Approach___ Adjusted Book Value Approach ‘
N Normalized Estimated Unadjusted
Tweive Months % of Net Book Value as of Apnl 18, 1973 S 881,266
Ended Operating
Apnl 18, 1873 (1) Revenue Adjustments (1):
Revenue
Routine Services $ 2.204,456 Plant & Equipment (548.868)
Special Services 2.359.005 Gooawill (364.048)
Total Gross Revenue 4,563,461 Lease Agreement Payavle (280.000)
Mongage Payatie 503.132
Deductions ana Allowances (569.965)
Total Agjustments {589 784)
Other Operating Revenue 45,085
Estimated Value of Agjusted Book Equity
Net Operating Revenue 4.038.590 as of Apnf 18. 1973 $ 291 482
1N n el reciation
Total Salanes & Wages 1,643,648 40.7% (1) Adjustments are made to account for the assets transferrea and
Administrative & General 171.650 43% cebt assumea as parn of the transaction on July 1 1971
Dietary 217.188 54%
Housekeeping, Laundry 244 803 61%
QOperation of Plant, Mantenance 63,899 16%
Other Supplies & Expenses 1,262,943 231.3%
Rent of Land & Buikding 119.789 3.0%
Taxes (other than Payroil & Income) $1.581 13%
Total Operating Expenses 3,775,540 93.5%
Operating Income 263.050 6.5%
Other Income/(Expenses):
Rental Income 9,745 0.2%
interest income 3.268 0.1%
Misceilaneous income 14243 0.4%
Miscellaneous Expense 4,499 0.1%
Other Income/(Expense) 22,758 0.6%
EBITDA 285,808 71%
Depreciation/Amortization 36.347 0.9%
EBIT 249,460 6.2%
income Taxes @ 40% 99,784
Afer-Tax Cash Flow 149,676 7%
Ad, nt h Fl
Add: Depreciation & Amortzation 36,347 0.9%
Less: Caprtal Expendiures 40,388 1.0%
Less: Change in Net Working Caprtal - 26421 10.0%
Adjusted Cash Flow 119,217 -
Caprtalization Factor @ 16%
. (Assuming 3% Cash Flow Growth)
Net Enterpnse Value 745,108
Less Labities 815216
Net Equty Value (70.110)
Rounded $ 0,000
(1) Based on a weighted average cf the pnor three years' results of operations.
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Baker & Hostetler

Jefferson Memorial Hospital
Capitalization of Earnings Approach
Valuation Date: Janyary 31, 197§

EXHIBIT

Revenue;

Routine Services
Special Services
Tolal Gross Revenue

{Deductions and Allowances
Other Operating Revenue

Net Operating Revenue

Total Salaries & Wages
Administrative & General

Dietary

Housekeeping, Laundry

Operation of Piant, Maintenance
COther Supplies & Expenses

Rent of Land & Building

Taxes (other than Payroll & Income)
Total Operating Expenses

Operating income

Other income/(Expenses);

Rental Income

interest income

Miscellanecus Income
Miscellaneous Expenso

Other Income/(Expense)

EBITDA

Depraciation/Amortization

EBIT

Income Taxes & 40%
After-Tax Cash Flow
Adiustments to Cash Flow;

Add: Depreciation & Amortization
Less: Capital Expenditures

Less: Change in Net Working Capital
Adjusted Cash Flow

Capitalization Factor @

(Assuming 3% Cash Flow Growth)

Net Enterprise Value
Less: Liabilities

Net Equity Value

Rounded

Operati xpear 4 igtion);

CapRalization of Eamings Approach

Adjusted Book Value Approach (1)

Normalized
Twelve Months % of Net
Ended Operating
January 31, 1975 (1)_Revenue
H 2357534
3.061.729
5.419,263
(778.040)
45.481
4,686,703
1,936,227 41.3%
245,091 5.2%
251,424 54%
233,735 5.0%
73.828 1.6%
1,572,024 33.5%
105,449 22%
—_— 51530 13%
4,475,308 95.6%
207,395 4.4%
8.232 0.2%
1,892 0.0%
8,357 0.2%
(3.811) 0.1%
14,670 0.3%
222,065 4.7%
42,180 09%
179,885 3.8%
71.954
107,931 23%
42,180 0.9%
46,867 1.0%
34.716 10.0%
68,528
17%
403,108
987,770
(584,664)
$ 585,/

(1) Based on a weighted average of the pricr three ysars' results of operations.

Estimated Unadjusted
Book Value as of January 31, 1975
Adjustments (2);
Plant & Equipment
Goodwill
Lease Agreement Payablo
Mortgage Payable
Total Adjustments

Estimated Value of Adjusted Bock Equity
as of January 31, 1975

(1) All vatues are based on five months of operaticns :n fiscal year

1995 and seven months in fiscal year 1975,

(2) Adjustments are made to account for the assets transfemred and|

$ 770,

$ 166,444

debt assumed as part of the transaction on July 1. 1971,

EXHIBIT
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Bakeid h ] Extubit IV
Jetleison Meansonal Hospial
Income Statement .
Valuation Dates June 30, 197 WApnl 18, 197XJanuary 31, 1875 3 Year 3 Yeas 3 Yoas
Twelve Manths Ended Octobes 31, Ended June 30, Twelve Months Ended June 30, Avo'lago Avc?age Avo:age
1969 1970 1971 1972 1973 1974 1975 1971 1873 1975
Reveanue
Routina Sevicos $1652618 0% $1836098 5% $ 2162424 5w $2180681  «9% $2234317 4% $2250711 4% $2646005 4 $1885348 san $2204456 4% $ 2,357,534
Special Servicos 884,060 )w__ 16820849  as% 2061822 40w __2273411  s% 2515120  sw__ 3,087,073  sex _ 3656012  sew 1802021  «ew_ 2359005 saw__ 3081,729
Tota! Gross Revenue 2,637,576 100w 3706947  100% 4224248  100m 4,454,002 100w 4,749,445 tcow  5337,764 100w 6,303,617 iwcow 3767368 1wox 4563461 100w 5410263 100%
Growth 41% 14% % 12% 18%
Deductions and Allowances (% of gi0ss revenuo) (341,900} -1% (443862) 1% {102,725) -yim (535,748) 1% (543525) 1% (896.937) 1% (857.337) s (556315 5% (569,065) -12% (776,040) 1%
Othes Oprating R (% of Net R ) 36,569 F2 33779 13 39,687 "w 47,768 13 45115 19 44,891 " 46,045 w_ 37188 13 45005 1% 45481 i
Net Operating Rovenue 2,332,157 twow 3,206,864 100% 3561,200 100% 3,966,114 100% 4245035 100% 4485738 100% 5492526 100% 3,268.252 100w 4033580 100% 4,685,703 100%
Growth a% 8% 7% 6% 22%
Operating Expenses (Excl Depreciation)
Total Salanes & Wages 1,158926 sow 1320020 4o% 1500995 4% 1620633 «% 1,706,543 0% 1875990 4% 2280476 2% 1386795 a1 1643648 i 1938227
Administratve & General 200,498 [} 126,649 % 140,391 "~ 156,881 % 189,262 o~ 262,028 o% 287,874 % 149925 % 171690 4% 245081 5%
Diotary 177,597 " 105,237 % 205,885 ex | 210,820 E 3 225,008 5% 256,109 o 275.785 % 197.671 6% 217,188 s 251,424 5w
Housekooping. Laundry Vv 186,683 [, 215,089 ™ 267,768 ™ 249,535 o 233,003 o 222,662 % 245,057 o 236,694 % 244803 ex 233735  s»
Operaton of Plant, M 60,006 n 540613 m 60,335 » 73,550 m 58,654 LY 67,24 " 95,274 » 58,538 ™ 683809 2% 73828 aw
Othet Supplies & Expenses 560740 4w 1025574 s 1084547 om 1,2474688 nw 1332728 nn 1,557,655 asw  1,662858 % 070088 0w 1262043 nw 1572024 Mm
Rent of Land (Pnot to 1072 aiso Bldg & Equip) 115,402 11 112,670 w 109,020 13 10,844 1) 20,008 [ 20373 o 21,055 o 111315 » 34,7689 1w 20440  o%
Taxes (other than Payroll & income) 32,560 113 33,388 "% 20,304 " 43,623 1% ar.170 ™ 60,657 " 62,380 " 26, 1Y 51,501 % 81,530 iw
Depreciation 25650 13 20,626 113 32621 1) 66,067 m 69,537 b 3 72,384 ™ 84,948 m 30,127 % 62528 75004
Total Operang Exponses 2520130 1oew _ 3,121067 &% 3420072 oew__3680,721 ww__ 3802088 ox%_ 4395208 sew _ 5215707 % _ 3176863 erw_ 3753068 3w __ 4469312 os»
Operatng Income (196.973) % 175,197 % 131,237 1 3 276,393 ™ 343,037 " 90,530 ™ 276819 % 91,388 3% 285522 1w 212,391 s
Other Incomef{Expgnsas). (
Rental Income 74,850 1 3 31,813 1% 9,750 o% 98,750 o 9,740 on 7.950 o% 7.038 o 27,954 LY 9,745 o% 8232 ow
{ntesost Income ! 15,297 1Y 10,420 o% 0,687 0% 2,652 0% 1,538 o . 1,033 o% 3184 o% 10,856 o 3268 ow 16892 ow
Miscellaneous income ' 3,388 [ 3 633 . 3 2414 o% 40,404 1 7468 o 13,228 o 162 o 3881 o 14243 on 8,357 on
Amortization of Goodwall o o% - o (11,379)  o% (1.377) ow (1,37 ow (14,377)  ow . o% (9.482) ow (1,31 ox
Loss on Disposal of Eqiupmont @33) o 0% (8.650) ow 654) o% (307) o (1.645) ow 6.731) ow (3.447)  ow (1,583) ow {2.767) ow
Intesest Expense (62,339) I (42,026) 1% (52,485) % (93.872) % {76,560) % (76,423) .% (71.:3;) % (.';g.t:ggj 2% (72,3;:) m (73,‘:1)3) %
Expon: (6110) o% (8343 o%____ {16805) ow 2,176] on__ {20100 ow (7558) o% o (12102) o» (4.488) o% { ) o%
Other comelExparss) 201 i (3605) ow___ (53838) .aw__ (55616) -m__(18230) .a%___[14763) % ___(8610) w__ (23764 .ix__ (80636) m__ (5678) %
Net Income Botore Income Taxes (170682) % 172,102 % 77,348 ™ 220,778 o~ 264,607 [ 15,737 o 197,209 " 67,624 ™ 218,887 s 141,713
tncome Taxes (% of lwome; Botoie Income Taxes) 12,768 [ 124833 4re 5349 Mm% 74785 0% 87,478 % 54331 1%
Net tncomo 208,009 13 139.974 m 10,388 o% 122414 m 131409 % 87383 ™
81,860, “% 243,644 ™ 169,103 % 393,900 tow 422588 ww - 177576 " 371,669 ™ 152,106 % 3706808 ow ! 307085 %
ES:I'DA (1(01,010; % 215,018 ™ 138,482 " 315,644 " 341,674 [ 3 93,805 m 275344 M 121979 4w 208799 1w 220684 3%
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Baker & Ho: .
Jefferson Memorial Hospital cxhibit V
Adjusted Balance Sheet
Eight Months
Twelve Months Ended Oclober 31, Ended June 30, Twelve Months Ended June 30,
1967 1968 1969 1970 191 1972 1973 1974 1975
Curien! Assets '
Cash - Untestricted $80045 ex $116035 1% $56,256 6%  $54,791 6%  $56247 % $19855 2% $97,344 7% 342869 4% $24002 2%
Notes Recgivable 323,009 3% 227911 21% 173,156 9% 80,458 10% 4600 1% 19775 % 18,7715 % §0.239 5% 15805 1%
Accounts Reveivabla: 567,725 s5s% 695135 ea% 609403 1% 671432 6% 741431 er% 930905 ocow 19548964 81w 850,266 63w 961934 a5%
Acciued Interest Receivable 5343 % 6691 1% 9.867 % 13968 2% 7239 ™% 8,704 1% 8,206 1% 7658 1% 2858 0%
Inventories 27210 3% 29526 3w 25978 3% 19,465 2% 20,152 2% 22222 % 23413 2% 24125 2% 28,146 2
Prepaid Expenses 17939 2% 15381 1% 28,721 3% 24821 W 26,757 3% 31461 3% 29806 2% 44666 4% 102240 9w
Other Assels 11000 % - 0% - 0% 2917 ox% - o% - 0% - 0% - 0% - 0%
Tota! Curren! Assels 1032271 1w00% 1,090679 100w 005,381 100% 877852 100% 856426 100% 1,032922 100% 1332508 100% 1019843 100% 1,134,965 100%
Othor Assals
Pian! and Equipment 433,113 447 892 431,807 447 388 433325 440580 438,590 - 432941 731,989 -
Goodwill - - - - - A P . . JRRN
Other — - 300 __ 3020 = _ 3020 = __ 3000 9,794 10618 . .
Total Other Assets 433,113 450,892 434,827 450,408 436325 450,374 449,208 432,941 731,989
Total Assets 1,465,384 1,641,671 1,340,208 1,328,260 1,262,751 1,483,296 1,781,716 1,452,764 1,666,974
Accounts Payable 427430 8% 435459 719% 736,923 81% 503,390 73% 473,109 1% 387576 e61%  I32,671 49% 251,163 7% 458,101 60%
Acciued Expenses 87936 1% 112407 2% 174,832 19% 190,658 2% 142,701 23% 68445 1% 106,190 16% 76,738 22% 84,949 134
Contract Payable 156,763 26% 124,124 18% 69,485 25% 60619 9%
incomo Taxes Payable 12,769 2% __ 112033 17% (62,401) 68,795 10%
Total Current Liabilities 515,066 1o% 547,866 100% 911,755 100% 694,288 10% 615810 100% 607,553 t00% 675018 100% 354885 18% 672,464 100w
Other Liabililies
Provision for Group Hospilalization Adjusiment 60,000 133,000 12,000 74,000 193.000 163,587 58,438
Provision for Medicase Adjustmen! 76,000 87,411 59,816 62,751 7.493
Provision for Medicaid Adjustment 7,661 9,000
Notas Payable (various creditors, majority secuted) 456,490 295,852 192,100 120,698 84,503 26,166 1384 90,000 119,755
Leaso Agroement Payable (Equipment) 322,500 280,000 260,000 280,000 280,000 280,000 * 280,000 ° 305,412 ° 299,659 -
Bond Payable (8% (nlerest) 386,000 403,500 403,500 343,500 319,000 299,500 299,500 299,500 647,770
Moitgage Payable - - - -
Advance Deposits - Medicare §3,000 40,500 63,000 43,000 103,000 98,000 59,000 48,117
Advance Deposits - Group Hospitalization, Inc. 28,000 59,000 59,000 59,000 ch ci [ ch
Funds Held in Esciow 780 32,302 627 2,356 3895 4,84 6,143 .
Other 300 30,751 12,193
Tola) Other Liabilities 1.238,070 1,225,654 987,727 1,020,554 1.069,509 944,764 815,216 792,156 1,127,494
Tola! Liabilities 1,751,138 1,773,520 1,609,482 1,714,842 1,685,319 1,552,317 1,490,234 1,147,141 1,799,958
Equily {285,752) (231,948) (669,274) {385,582) __(392,568) (69,021) 291,482 305,643 67,016
Tota) Liabilities and Eqully 1,465,384 1,641,671 1,340,208 1,328,260 1,292,761 1,483,296 1,761,716 1,452,784 1,866,974
Net Working Capita! 517,205 542,813 (6,374) 183,564 240616 425,369 657,490 664,858 462,521
Net Waorking Capital as % of Operaling Revenue 28.4% 28.2% 0.3% 56% 10.1% 10.7% 15.5% 14.8% 8.4%
Change in Working Capital 25,608 (549,187) ° 189,938 §7,052 184,753 232121 7,368 (202,337)
* Adjusted to A for the 1s transferred and debl d as parl of the transaction on July 1, 1971. -
EXHIBIT
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Jefferson Memorial Hospital
Weighted Average Cost of Capital
Capital Asset Pricing Model
Valuation Date: June 30, 1971

Assumptions: ]

Risk-free Rate (20 Year Government Bond - June 30, 1971)
Pretax Cost of Debt (Moody's Baa Bond Rate - Average 1970)

Equity Risk Premium (Ibbotson Data)

Small Stock Premium (Ibbotson Data)

Effective Tax Rate

Beta

Alpha

Long-Term Debt as a % of Total Capitalization
Market Value of Equity as a % of Total Capitalization

.Comparable Company Analysis (See note below) i

Dec. 1975
Beta
(Qbserv)
Naticnal Medical Enterprises 1.76
Ametican Medicorp Inc. 1.52
Humana Inc. 1.24
HCA Hosp Corp of America 1.65
Average . 1.54
Relevered Beta Analysis '
Beta (Unlevered) 1.08
D/E 0.72
Tax Rate 0.40
Beta (Relevered) 1.50

Weighted Average Cost of Capital |
Costof Debt[Baa*(1-t)]=
Cost of Equity [Rf +b(Rp) +Ssp+A | =

Rf = 6.41%
= 9.11%
Rp = 8.73%
Ssp= 5.52%
t = 40.00%
B = 1.50
A= 0.00%
D= 42.00%
E = 58.00%

Total Debv/
17233 32281 49514  534%
89415  97.092 186507  92.1%
77.008 71010 148018  108.4%

60.359  124.094 184.453 48.6%

72.0%

Debv
Capital
34.8%
47.9%
52.0%

32.7%

42.0%

‘Relevering Calculations

Unlevered Beta = Beta (Observ) /(1 +D/E (L -1)
Relevered Beta = Unlevered Beta* [ | +D/E(1-1)]

Weighting
5.5% 42.0%
25.0% 58.0%

WACC
2.3%
14.5%

16.8%

v

i{Rounded

I75%]

Note: Company financial information is based on Compustat data as of December 31, 1970.

Exhibu V1

Tax  Unlever.

Rate Beta
40.0% 133
40.0% 0.58
40.0% 0.75
40.0% 1.28
1.08
EXHIBIT
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VIRGINIA:

IN THE CIRCUIT COURT OF THE CITY OF ALEXANDRIA

COMMONWEALTH OF VIRGINIA, ex rel.
JAMES S. GILMORE,

ATTORNEY GENERAL OF THE
COMMONWEALTH OF VIRGINIA,
CHANCERY NO. CH950516

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.

vvvv&rvvvvvvvvvvvvvvvv
\

REPORT OF ARTHUR H. COBB

QUALIFICATIONS

Cobb & Associates, Ltd., a professional corporation, has been retained by Baker & Hostetler

to assist representation of Respondents in the above matter.

1 EXHIBIT
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I'am president of Cobb & Associates, Ltd. with offices at 4010 IDS Center, Minneapolis,
Minnesota 55402, and have had primary responsibility for this engagement. Cobb & Associates,
Ltd. practices in the areas of litigation support and capital finance. I was a partner in Peat, Marwick,
Mitchell & Co.. now KPMG Peat Marwick, 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
th.e University of lowa. (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 heaith care industry. [ have conducted engégements regarding analysis
of physician staffs, demand for services, competitive factors, financial operations and prospective
operations of generai-acute hospitals. [ have analyzed the historical progress and development of
general acute facilities in various metropolitan areas. [ have conducted economic feasibility studies
and analysis of debt capacity.

[ have assisted preparation and presentation of Certificate of Need (Certificate of Public
Need) applications. I have conducted engagements regarding corporate structure and establishment
of for-profit and not-for-profit health care corporations. I am familiar with and have advised Boards
of Trustees and Boards of Directors regarding 501 (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, corporate planning and securities disputes. [
have presented seminars regardiﬁg Qaluation 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.

2
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ANALYSIS

I have made a preliminary estimate of the fair market value of Jefferson Memorial Hospital,
Inc. (JMHI) as of June 30, 1971, and of equity in Jefferson Memorial Hospita.l Corporation (JMHC)
as of April 18, 1973 and January 29. 1975. [ have conducted a preliminary analysis of the operations
and financing of Jefferson Memorial Hospital. [ have also conducted a preliminary analysis of
transaction§ between JMHI and King Street Joint Venture or Jefferson Memorial Hospital
Associates, between JMHI and Jefferson Memorial Hospital Corporation, and between JMHC and
Jefferson Memorial Hospital Joint Vennlre.

My 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 T

King S Joint V.
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.

J.APP. 4234



Jefferson Memorial Hospital Associates (JMHA) was a successor to King Street Joint
Venture.
Jeffe Memoria ital

Jefferson Memorial Hospital, Inc., a Maryland corporation, (JMHI) was incorporated on or
about March 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 Intemal
Revenue Service Code of 1954 and were not to be distributed to any members of JMHI.
Eacilities

JMHI operated a 120 bed general acute hospital, Jefferson Memorial Hospital (the Hospital),
at 4600 King Street in Alexandria, Virginia. The 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 additional 19 years. Annuai 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
formula based on the wholesale price index. Under the terms of the lease JMHI paid all

4
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maintenance, insurance and taxes on the property.
JMHI 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 S11.232 per annum for lease payments.
JMHI 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 with annual rent of $15,600 with a
provision that on each tenth anniversary of the lease commencement date the annual rent could be
adjusted by a formula based on the wholesale price 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; $25,000 for the second two years; and $42,500 for the subsequent six years.
No curtailment of this 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
determined by Marshall and Stevens, Incorporated.
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 fo;used 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 ﬁnancia»lrma.nagement.

5
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Service Area

Jefferson Memorial Hospital's primary service area included the City of Alexandria and
Arlington County. Jefferson Memorial Hospital's secondary service area included Fairfax County.
The 1970 and 1980 population of the City of Alexandria; Arlington County; Fairfax County;

Washington, D.C. Metropolitan Area; and the Commonwealth of Virginia are as follows:

Percent
1970 1980 Change
- P Servi
City of Alexandria 110,938 - 103,217 (7.00%
Arlington County 174284 152599  _(12.4)
Total Primary Service Area 285,222 255,816 (10.3)
Secondary Service Area
Fairfax County 455,021 596,901 31.2
Commonwealth of Virginia 4,651,000 5,347,000 15.0
Washington, D.C. Metropolitan Area 3,040,000 3,251,000 6.9

Source: United States Department of Commerce, Bureau of the Census
. itive Hospital
Jefferson Memorial Hospital competed with general acute care hospitals located in the City
of Alexandria, Arlington County and Fairfax County, 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 1971, 1973 and 1975 for general acute hospitals in the Hospital's primary and secondary

service areas are summarized as follows:

1971 1973 1978
o Occupancy Occupancy Occupancy
Hospital . Beds Admissions Percent Beds Admissions Percent Beds Admissions Percent
Jefferson Memorial Hospital 119 5.065 84.0% 119 5.092 9.0 119 4819 “8.2
Alexandria Hospital 330 14184 80.9 337 14383 81.0 344 13.875 783
Circle Terrace Hospital 127 5.058 827 127 5.243 843 124 4,887 78.0
Arlington County
Arlington Hospital 266 9.349 855 268 9.094 76.1 325 10.028 76.1
National Orthopedic and
Rehabilitation Hospital 126 21717 754 128 3.130 82.8 4 3.518 73
Northemn Virginia Doctors Hospital  _267 _8,159 753 261 9316 73.8 267 _8.629 75
Subtotal 1.235 43562 1.246  46.258 1.320 45,756
Eai uj .
Commonwealth Doctors Hospital 80 3.810 50.0 131 4716 729 131 5.873 756
Fairfax Hospital 394 19,146 86.6 584 25537 848 bl6 27319 82.1
Subtotal 574 22956 715 30253 - 747 33.292
Total LED 62513 1961 263U XY

Source: American Hospital Association

Jefferson Memorial Hospital admissions increased .5 percent from 5,065 in 1971 to 5,092 in 1973
and decreased 5.4 percent from 5,092 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 / 76,511) in 1973 and to approximately 6.1 percent
(4,819/79,048) in 1975. Alexandria Hospital, Arlington Hospital and Fairfax Hospital added 195
beds (14, 59 and 122 vaely) 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 eqﬁipment of Circle Terrace Hospital for

stock of HCA, valued at approximately $3,800,000, 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 82.7%
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 based 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 reganﬁng
acquisition of Jefferson Memorial Hospital.

The shares of HCA 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.

Insurance and Medicare

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

remained 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 formula based on cost of services, but only charges for those additional services not covered
bv Blue Cross policies could be céllected from patients.

Medicare made payments to participating hospitals under a cost reimbursement plan. Under
the Medicare 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 were subject to
government audit which could 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 agency for proposed capital
expenditures (whether to be owned or leased) in order to inc]ude 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 $100.000 after January 1, 1973 under the provision of Public
Law 92-603.

JMHTI'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
Qctober 31, June 30,
1968 1969 1970 1971
Revenue from Services to Patients $2,091,075 2,637,578 3,706,947 2,816,164
Other Operating Income —32.672 —236.569 —a33J79 26458
Revenue from Services to Patients 2,143,747 2,674,147 3,740,726 2,842,622
Deductions from Revenue —221.613 341,990 443 862 468,483
Total Net Operating Revenue 1,922,134 2,332,157 3,296,864 2,374,139
Operating Expenses -1.942,995 2929130 —3.121.067 2.286.64
Net Operating Income (Loss) (20,861) (196,973) 175,797 87,491
- -Other Income and Expense - 36220 26291 —(3605Y ___ (35926)
Income (Loss) Before Income Taxes 15,359 (170,682) 172,192 51,565

Income Taxes —_—

Net Income (Loss) §_ﬂ:},§2 (170,862} 172,192 2136

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 1, 1967 through Jum; 30, 1971 and increased from $221,613 or 10.3 percent of
revenue from services to patients 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 1, 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 JMHI
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:

Assets Liabilities and Deficit
Cash S 356,247 Accounts Payable $473.109
Accounts Receivable (Net) 741,431 Accrued Expenses 142,701
Other Receivables 11,839 Provision for Contractual Adjustments 280,111
Inveatories 20,152 Notes Payable 84,503 -
Plant and Equipment (Net) 433,325 Lease Agreement 280,000
Other Assets 29757 Bond Payable 319,000
Advance Deposits and Escrow 105.895°
Total Liabilities 51,685,319
Deficit ~(392,568)
Total Assets $1.292.751 Total Liabilities and Deficit $1,292.751

Plant and equipment (-net) includes fixed assets owned by JMHI and does not include the Hospital
building. Further, JMHI did not ow1.1 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.

JMHI 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 members of the Hospital's medical staff and of JMHI's
board.

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) and reported liabilities

11
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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 citv

JMHTI's deficit or surplus available for debt service, before working capital requirements or

capital expenditures, is estimated as follows:

Years Ended

Qctober 31,
1970 1971
Net Income $172,192 - 51,565
Depreciation 28,626 21,747
Interest Expense 42,826 34,990
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 24,500
Debt Service 244,728 95.685
(Deficit) Surplus £.01.084 =hublZ
Debt Service Coverage 296X L132X

JMHI did not generate amounts from operations through June 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 the financial capacity to take on additional debt to fund operations or

substantive capital expenditures, including equipment purchases or constmct;: |
Income Taxes

The Internal Revenue Service (IRS) issued a ruling dated January 27, 1967 which held that

12
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JMHI 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
notified JMHI that the IRS had reconsidered the ruling dated Januarsf 27, -l 967 and revoked the
ruling. Revocation of the ruling was retroactive to the year beginning November 1, 1965. JMHI
decided not to contest revocation of the ruling.

The Commonwealth of Virginia did not rule and did ndt declare JMHI exempt from state

income taxes.

| Dissoluti

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 consummated as a merger, although the assets and liabilities of JMHI were
acquired by JMHC as of June 30, 1971.

JMHI was dissolved by the State of Maryland on or about April 18, 1973.

Jefferson Memorial Hospital Corporation, a Delaware corporation (JMHC) was incorporated
on or about June 3, 1971. JMHC had as its purpose "To establish, 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 labommdeﬁ necessary or incidental thereto..."
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On July 1, 1971 JMHC entered a plan and agreement of reorganization for merger with
JMHI. 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 ]MHC stock. In
late 1974 JMHC discoveréd that the merger had ﬁot been formally etfected and that 5,000 shares of
JMHC stock had not been issued. As a result, in January 1975 there was a formal confirmation 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.

OnJuly 1, 1971 JMHC entered an agreement with JMHA, the partnership whose main source
of income was from the rental of the Hospital, whereby all of the net assets (assets and liabilities)
of IMHA would be acquired for an exchange of 240,000 shares of stock of JMHC.

Fi ial C .
JMHC's Statements of Income for the years ended June 30, 1972, 1973, 1974 énd 1975 are

summarized as follows:

Years Ended
June 30,
1972 1973 1974 1973
- Revenue from Services to Patients $4,454,092 4,749,445 5,337,784 6,303,817
Other Operating Income 47,768 45,115 44891 ___ 46,046
Revenue from Services to Patients 4,501,860 4,794,560 5,482,675 6,349,863
Deductions from Revenue 335746 548,525 396,937 __857337
Net Operating Revenue 3,966,114 4,246,035 4,485,738 5,492,526
Operating Expenses -3.680.721 3.902.998 4395208 5215707
Net Operating Income 276,393 343,037 90,530 276,819
Other Income and Expense —(55616) (782300 _(7479%y __(796IY

Income Before Income Taxes 220,778 264,807 15,737 197,209
Income Taxes 12769 124833 5349 74795
Net Income $208.000 139,974 o3ss  laaals
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Deductions from revenue (contractual allowance, non-contractual patients, employees and
professional courtesy and uncollectible accounts) totalled $2,838,545 during the forty-eight months
from July 1. 1971 through June 30. 1975 and increased from $535.746 or 1 1.9 percent of revenue
from services to patients in fiscal 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 $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:

\ Ligbiliti { Capital
Cash S 97,344 Accounts Payable $ 332,671
Accounts Receivable (Net) 1,154,964 Accrued Expenses 106,190
Other Receivables 26,981 Provision for Contractual Adjustments 130,189
Inventories 23,413 Notes Payable 604,516
Property, Plant and Equipment (Net) 987,458 Contracts Payable 124,124
Goodwill (Net) - 364,048 Income Taxes Payable 112,033
Other Assets 40424 Bonds Payable 299,500

Advance Deposits and Escrow 104,143

Total Liabilities $1,813,366

Capital —881.266

Total Assets $2.694.632 Total Liabilities and Capital $2.694.632
15
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JMHC's Balance Sheet as of June 30. 1975 is summarized as follows:

Assets iabiliti
Cash S 24002 Accounts Payable S 447,225
Accounts Receivable (Net) 953.069 Accrued Expenses 84,949
Other Receivables 27,528 Notes Payable ) 119,755
Inventories 28.146 Income Taxes Payable 68.795
Property, Plant and Equipment (Net) 1.227,947 Mortgage Payable 308.239
Goodwill (Net) 341,295 Bond Payable 647,770
Other Assets 102,240 Advance Deposits and Escrow 151,466
Total Liabilities $2,028,197
Capital 676.030
Total Assets $2,704.227 Total Liabilities and Capital $2,704.277

Property, plant and equipment (net) includes fixed assets owned by JMHC acquired directiy 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, aﬁer
amortization.) JMHC was unable to maintain working capital (current assets minus current
liabilities) equal to two months of operating expenses.

JMHC's Statements of Retained Earnings (Deficit) for the years ended June 30, 1972, 1973,

1974 and 1975 are summarized as follows:

Retained Deficit July 1, 1971 $(412,620)
Net Income Fiscal Year 1972 __208.009
Retained Deficit June 30, 1972 (204,611)
Net Income Fiscal Year 1973 139974
Retained Deficit June 30, 1973 (64,637)
Net Income Fiscal Year 1974 10388
Retained Deficit June 30, 1974 (54,249)
Net Income Fiscal Year 1975 122,414
Redemption of Shares (119.992)
Retained Deficit June 30, 1975 $ 0180

(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 shareholdgrs.

Debt Capacity
JMHC's surplus or deficit available for debt service, before working capital requirements or

capital expenditures, is estimated as follows:

Years Ended
October 31,
1972 1973 1974 1975
Net Income $208,009 139,974 10,388 122,414
Depreciation and Amortization 78,346 80,914 83,771 96,224 _
Interest Expense —93872 76560 _76423 _71.404
Available for Debt Service 380227 - 297.448 170582 290.042
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 24433 34639 34639 _36359
Debt Service 201930 179312 178412 236,690
Surplus (Deficit) 8178207 L8136 _(J.830) 23322
Debt Service Coverage L883X LeoX 26X L2aX

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, JMHC did ﬁot have substantial fixed
assets to pledge as collateral against loans.

JMHC did not have the financial capacity to take on additional debt to fund substantial capital
expenditures, including equipment purchases or construction.

On July 1, 1975 JMHC entered an agreement with Jefferson Memorial Hospital Joint Venture
(JMHJV) whereby all of the land and buildings owned by JIMHC would be acquired by JMHJV 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.

YALUATION

Fair market value is understood to be the price at which property would change hands between

a willing buyer and a willing seller when the former 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 Hospital, Inc. and equity in Jefferson

Memorial 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 JMHC;
The historical and prospective earing capacity of JMHI and JMHC;

The dividend-paying capacity of IMHI 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 Approach, 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 information
is publicly available, analyzing prices paid in recent arms-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.

Valuation of IMHI As Of June 30, 1971

As of June 30, 1971 JMHI 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 reported a deficit of $392,568 as of June 30, 1971, indicating that ail value of JMHI's
assets would be to the benefit of JMHI's creditors with no remaining equity value.

lysis of C ble T .

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, aithough 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 1971. 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 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. JMHI 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 servicés 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 hospitais.

JMHC reported the value of $1,392,818 for the 245,000 shares of JMHC 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 liquidity, of $28.425
(51,392,818 / 245,000 x 5,000).
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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 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 $5 1,5§5 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. T
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 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
d;ductions 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 scenariqs. 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 area,
competitive hospitals in the Hospital's service area, 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 mﬁ;;icipal 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, JMHI would have had 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.
Valuation of JMHI and JMHC as of April 18, 1973 (June 30, 1973)

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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co;:npetitive hospitals added 11 beds in the primary service area and an additional 141 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. JMHC experienced cash flow problems and
was in default on certain debts. JMHC experienced inconsistent physician support and disagreement
between bhysicians.

Net Asset Value

Valuation by net asset value (caﬁital) is estimated under the assumption that the measure of
value of a company would result from the company's existing assets. JMHC owned the Hospitai
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 (3881,266 / 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-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, 1973.
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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 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 bercent 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. JMHC did 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, 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 ind-icates that as of June 30, 1973
JMHC was not an acquisition candidate and was not comparable to the acquired hospitals.

JMHC reported sale of 60,000 shares of stock for $221.260 during the vear ended June 30,
1973. This transaction indicates a value of 5,000 shares, before discount related to liquidity, of
$18,438 (8221,260 / 60,000 x 5.000).

apitalizati

Valuation by capitalization of a representative measure of economic benefit for some period
may provide a starting point for valuation. Capigalization 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 cumulative 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
consumed 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 of mgénd risk premium

to adjust for perceived risk of investment in JMHI and expected 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 w

Vaiuation 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 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) 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 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 interest rates on municipal
bonds and on equity investments.

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 JIMHC 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 owned by JMHA prior to June 30. 1971 and from the land which had been owned
by others and a portion 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, 1973 would have had no
acquisition value.
A% i 7 7

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 m the
secondary service area increased 45.0 percent (from 22,956 to 33,292). Between 1971 and 1975
con;petitive 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
1992 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 Valye

Valuation by net asset value (capital) is estimated under the assumption that the measure of
value of a cornpahy 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 3,000 shares, before cost and
expenses of liquidation and without discounts related to position as a minority shareholder of
§13,797 (8676.030 / 245,000 outstanding shares x 5,000 shares).

Realization of approximately $680,000 for all the shares of JMHC would require sale of
JMHC's property, plant and equipment and incurrance of commissions, 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 configuration 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.

lysis of C ble T .

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 genefa.l'—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 finance expansion or to support debt service on substantial amounts of additional debt to finance
expansion. JMHC 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 $10,388 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 ;nded June 30,
1975, or 1.9 percent of re\}énue 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 reported 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).
Capitalizati

Valuation by capitalization of a representative measure of economic benefit for some period
may provide a starting point for valuatign. Capitalization rates may be applied to historical, current.
normalized or prospective measures of economic benefit— The capi@inﬁoh 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 JMHI and expected returns sought by investors.

Capitalization of various measures of economic benefit indicated no acquisition value for
TMHI as of June 30, 1975.
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 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 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 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 portion 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

Asof June 30, 1971, JMHI had no acquisition value. A plan and agreement of reorganization
for merger with JMHC 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.

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 fromthe building
which had been owned by JMHA prior to June 30, 1971 and from the land which had been owned
by others and a portion 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 part of JMHI's net
income inured to the private benefit 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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DOCUMENTS AND INFORMATION

e RELIEDON_______

The analysis is based on my educational and professional background and on reading and
analysis ot documents and information, 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 Laszio N. Tauber’s Supplemental Responses to Complainant's Second Set
of Interrogatories;

Respondent Leslie Gondor's Supplemental Responses To Complainant's Second Set of
Interrogatories;

Jefferson Memorial Hospital Incorporated
Management Report, September 30, 1965

Fi ial S :
- 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 Returns:
- October 31, 1968;
- October 31, 1969;
- October 31, 1970;

Audit 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
Federal Income Tax Retumms:
- 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.;

Certificate 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 4. 1969 Letter from IRS;

January 1972 Letter from IRS;

General Health Services Inc. Form 10-K, August 31, 1971, 1973 Annual Report and
1975 Annual Report;

Huntington Health Services, Inc. 1971, 1973 and 1975 Annual Report;
National Medical Enterprises, Inc. 1971, 1973 and 1974 Annual Report;

R.H. Medical Services, Inc. Form 10-K, September 30, 1971; 1973 and 1975 Anni
Report; . :

Chanco Medical Industries 1971 Annual Report

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 Form S-1, December 30, 1969; 1971, 1973 and 1975
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 Report;
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. Department of Commerce;
Department of Cormﬁerce. 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.
s
,.% e

Arthur H. Cobb
June 18, 1996
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ARTHUR H. COBB
4010 IDS Center
Minneapolis, Minnesota 55402

Arthur H. Cobb is president of Cobb & Associates, Ltd.. a firm practicing in litigation support and
capital finance. Mr. 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.

Mr. 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 Dallas, Texas

Village of River Forest River Forest, [llinois
Wadena Medical Center Wadena, Minnesota
Asbury Methodist Homes, Inc. Gaithersburg, Maryland
Republic Health Corporation Dallas, Texas

Havre Medical Center Havre, Montana
Brentwood Hospital Cleveland, Ohio
Bethesda Lutheran Medical Center Saint Paul, Minnesota
Group Health Cooperative of Puget Sound Seattle, Washington

[owa Methodist Medical Center

Des Moines, lowa

Addison Gilbert Hospital Gloucester, Massachusetts
Naeve Health Care Association Albert Lea, Minnesota
The Ebenezer Society Minneapolis, Minnesota
Northern Montana Hospital Havre, Montana

Fairview Community Hospitals Minneapolis, Minnesota
[owa Lutheran Hospital Des Moines, lowa

Baptist Medical Center Kansas City, Missouri
Eliza Jennings Homes Cleveland, Ohio

Billings Deaconess Hospital Billings, Montana

Saint Catherines Hospital Kenosha, Wisconsin
Sisters of the Sorrowful Mother Milwaukee, Wisconsin
St. Lukes Hospital Kansas City, Missouri

St. Alexius Medical Center Bismarck, North Dakota
Allegheny General Hospital Pittsburgh, Pennsylvania
Nemaha Valley Hospital Seneca, Kansas

Lutheran Community Hospital Norfolk, Nebraska

Health Resources, Inc. Saint Paul, Minnesota
Alexian Brothers of America Elk Grove Village, Illinois
Catholic Services for the Elderly Saint Paul, Minnesota
Abbott-Northwestern Hospital Minneapolis, Minnesota

Fairview Community Hospitals

Minneapolis, Minnesota
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Metropolitan Medical Center Minneapolis, Minnesota

Beacon Hill of America Minneapolis, Minnesota

St. Alexius Hospital Bismarck, North Dakota
Memorial Hospital Topeka, Kansas

Indianhead Memorial Hospital Shell Lake, Wisconsin

The Lutheran Home for the Aged Vinton, lowa

Baptist Hospital Fund Saint Paul, Minnesota

Trinity Medical Center Minot, North Dakota
Crestview Lutheran Home Columbia Heights, Minnesota
Rice Memorial Hospital Willmar, Minnesota
Methodist Hospital Saint Louis Park, Minnesota
Midway Hospital- Saint Paul, Minnesota
Minnesota Hospital Rate Review System Minneapolis, Minnesota
Attorney General State of Minnesota Saint Paul, Minnesota -
Saint Marys Hospital Rochester, Minnesota
Immanuel-St. Joseph's Hospital 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 Packagmg 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 Methodlst 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 Bemnatello's Pizza, Inc.

Minority shares acquired by Blackhills Gold Jewelry Manufacturing Company

Bituminous Materials, Inc. acquiring shares

Cardiorythm, Inc. and EP Technologies, Inc.

Crane Creek Asphait, Inc. acquiring shares

Computer Video Productions, Inc. acquiring minority shares

Cooper Life Sciences. Inc. selling a line of business to Cooper Vision, Inc.

Minority shares acquired by Crosstown Enterprises

Management acquiring Dain Corporation from Inter-Regional Financial Group

Division of Diasonics, Inc. acquired by Toshiba American Medical Systems, Inc.

Management acquiring Dri-Steem Humidifier Company

Dri-Steem Humidifier Company acquiring Brooklyn Tool Company

Duber's, Inc. acquiring minority shares

Minority shares acquired by ELA Medical, Inc.

Fairview Community Hospitals acquiring 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.

LTS 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 Ford, 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 Universal, Inc. acquiring Super Cycle, Inc.

Northwestern National Bank acquiring Farmers and Mechanics Savings Bank

NuAire, 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. acqumng Reo Plastics, Inc.

Springboard Software, Inc. acquired by Spinnaker Software Corporation
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Minority shares acquired by SureWay Air Express
PN , Sanborn Manufacturing Company acquired by Coleman Powermate, Inc.
Totino's, Inc. acquired by The Pillsbury Company
Twin City Fan and Blower Company
Universal Cooperatives, Inc. acquiring Security Products Corhpany, Inc.
Shares acquired by Upsher Smith Laboratories, Inc.
Minority shares acquiring Waldorf Corporation
= Wausau Metals 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.
P 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 Bancorporation, Inc.
FSI, Inc.
Farmers & Merchants National Bank
~ First National Bank of Hatton
George F. Kremer Co., Inc. -
Health Systems Integration, Inc.
[FG Leasing Company
[owa Methodist Medical Center
JBM, Inc.
John Peterson Motors, Inc.
Line of business of Kobey Implement, Inc.
Lund Intemnational, Inc.
Mr. D's Men Stores
Mardan Business Systems, Inc.
= Midwest Carbide, Inc.
Northern Resource Conversion Company, Inc.
ORBA-Johnson Transshipment Company
PDHC, Ltd.
Pacific Enterprises, Inc.
~ Penne Realty, Inc.
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.

Wadena Medical Center

Wally McCarthy's Oldsmobile, Inc. and related companies
Webster Insulation. Inc.

Wermner Enterprises, Inc.

Weston Grain and Agri-Fuels, [nc.
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 firms. Mr. Cobb
was also an assistant professor of accounting at the University of Minnesota. Mr. Cobb received a
Master of Arts and a Bachelor of Business Administration from the University of lowa. 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-chairman 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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Estimation of the Fair Markat Value of

erso

June 18, 1996

We prepared a preliminary valuation analysis w estimate the Fair Market Value of
Jeflersun Memorial Hospital, Inc. (“JMHI” or the “Hospital™) as of the three valuation
dates of June 30, 1971, April 18, 1973, and January 31, 1975. We understand our
analysis will be used in conjunction with a dispute regarding the estimation of the Fair
Markct Valuc in connection with a conversion from not-lor-prufit status to a for-profic
cntity.

We define Fair Market Value as the price at which property would chunge hands between
a willing huyer and a willing seller, neither being under any compulsion to buy or to sell,
and both having reasonahle knowledge of relcvant facts.

In estimating the Fuir Market Value of the Hospital, we assumed the business to be
ongoing. This premisc of value is unly applicable for the stated purpase of thia
engagement; accordingly, the results of this analysis should not be used for any other

purposc.
of |

In the course of perdarming our limited scope valuation analysis, we used financial and
other information provided to us by Baker & Hostetler or cbtaincd from other public and
non-public sources we believe o be reliable. The more significant sources of this
informativn are identificd below. Our conclusions are dependent vn such infermation
being complete and accurate in all material respects. However, we have not examined
such information and accordingly, we do not express an opinion or any other form of
assurance thereon. The principal sources of informalion used in performing our analyuis
include:

. Audited fnancial statements for Jefferson Memorial Hospital for the twelve months
ended October 31, 1967 through 1970 and for the eight months ended June 30,
1971;

. Audited financial siatements for Jeffcrson Mcemorial Ilospital Corporation
(“JMHC”) for the twelve months ended June 30, 1972 through 1975;

. Financial documenits of Jefferson Memorial Hospital Associates (“JMHA™) for 1966
through 1971:

EXHIBIT

AT

—
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Other financial documents of JMHI, JIMHC, Jefferson Memorial [lospital Joint
Venture, and King Strect Joint Venture for various dates;

Tncome tax returns for Jefferson Memorial Hospital for calender years 1968 and
1969 and for Jefferson Memorial Hospital Corporation for calender years 1971
through 1977; )

Financial information (stock prices, profitubility, historical growth, shaces
outstanding, etc.) on publicly-traded companies provided by COMPUSTAT (an
information service of Standard and Poor’s Corporation) and other infarmation
scrvices as of the three valuation dales for developing a required rate of return on
invesled capital; and

Other publicly available infarmation regarding hospitals and the overall health care
induslry as of the three valuation dates.

In general. the procedures we employed in our analysis consisted of the following:

Conversation with Dr. Laszlo N. Tauber regarding the financial and operating
condilion of the Hospital as of the valuation dates;

Review of the financial information forwarded by Baker & [lostetler 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 normalizcd cash flow for cach valuation date as partof a
Capitalization of Earnings Approach based on historical financiul data and public
sources; ,

Review of the llospital’s and JMHA’s financial statementa as part of an Adjusted
Book Value Approach; and

Such other analyses and inquiries as we considered necessary.

Valuation Metbodolosi

In performing our analysis, we relied upon the results of the Income Approach and Cost
Appruach, We also considered the Market Approach in testing the rcasonablencss of our
valuation results using the other two approuches.

2
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A form of the Income Approach, the Capitalization of Famings Approgch, is 4 technique
used 1o estimate Fair Market Value based on a “normalized” cash flow that the Hospital
can be expected to gencrate in the future. This “normalized” cash flow is capitalized at a
rate equal to the appropriate rale of return for companies in the hospilal industry less
expected growth into perpetuity.

In the context of this valuation, the Cost Approach is referred W us the Adjusted Book
Value Approach. This Approach is based on the summation of the values of the individual

undcrlying assets less the liabilities of the Hospital.

* The Markel Approgch involves estimating the Fair Markct Value of the subject haspital
based on exchange prices in actual transaclions and un asking prices for hospitals
currently offered for sale. The proccss essentially involves comparison and correlation of
the subject haspital with other similar hospituls. Considerations such as localion, lime of
sale, physical characteristics, and conditions of sale are analyzed for comparable
hospitals. Differences between the subject hospital and other hospitals, may result in
inappropriate conclusions.

! l. . 0[ | c i! !. o [E . a l

We estimated a “normalized™ cash flow for the hnspital for each of the valuation dates
based on a weighted average of the results of the prior three years of operations. We
adjusted these results to represent the Hospilal operations prior to the acquisition of the
asscts (building, equipment, and goodwill) and liabilities (mortgage) of JMIIA. In
addilion, we have included the debt and lease payments forgiven by JMHA as part of the
acquisition, in our estimation of the “nommalized” cash flow and liabilities.

The “normalized” cash flow was then capilalized by dividing the value by the rate of
retum less expected growth of 3% into perpetuity. The rute of return was cajculated for
each valuation date, using the average of the required rate of return lo debt capital and the
required retum to cquity capital, weighted by their respective pmpartions to total capital.
Our calculations of renurn 10 debt and equity incorporates the market's perception of risk
associated wilh invesunents in hospitals. The resulting nel entegprise value is reduced by
the long term liabilities on the balarce sheut W estimate the Fuir Market Value of the
cquily as of the valuation dates.

Based on the results of the Capitalization of Earnings Approach, we cstimate the Fair
Market Value of the equity of the Hospital (o be zeru as of June 30, 1971, April 18, 1973,
and January 31, 1975. Refer to Exhibits ! through TI.
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In applying the Adjusted Book Value Approach, we relied upon the hook values of the

assets less the liabilities as they appear on the balance sheets of the Hospital for the fiscal

years closcst to the valuation dales. We did not perform a discrete valuation of each of the

Hospitals tangible (i.e., accounts receivable, plant and equipment, ctc.) of intangible

asscls. Ay in the Capitalization of Earnings Appruach, we adjusled these results to

rdepresem the Hospital operations prior 10 the acquisition of JMILA and the forgivencss of
ebl.

Based on the results of the Adjusted Book Value Approach, we estimate the Fair Market
Valuc of the equity of the Hospital to be zero, $291,000, and $166,000 as of June 30,
1971, April 18, 1973, and January 31, 1975, respcctively. Refer to Exhibits [ through IIT.

of the

As part of the Market Approach we searched various public sources including SEC
docurents (i.e., 10Ks, 10Qs, Annual Reports, etc.), healtheare industry publications (i.e.,
Modem Healthcare, Hospitals, ctc.), and other publications for information on compurable
Hospitals and transactions. Although we were able 10 locate infarmation regarding
transactions that occurred, the information available as of the valuation dates did not
contain suflicient financial and operating detail to estimate the value of the Hoepital.

Conclusion

The best indication of value of a hospital is the income an inveslor would expect to receive
in return for an investment and is captured in the Capitalization of Eamings Approach.
The Adjusted Book Value Approach provides an indication of value, but does not reflect
the ongoing valuc or Lhe true liquidation value of the Hospital. Accordingly, based on ouz
valuation analysis a3 cutlined ubove, we estimate the Fair Market Value of the Haspital to
approximate zero &3 of June 30, 1971, and range between zero and a nominal value as of
April 18, 1973 and January 31, 1975.

Limilice Condit

Our procedures did not include investigation of, and we assume no responsibility for, the
titles to, or any liens agninst, the Hospital. Furthermore, we: assume there asc no hidden,
inapparent, or uncxpected conditions that could affect the valuc of the Ilospital and
accept no reaponaibility for discovering such conditions.

J.APP. 4277
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The partners and employees of Price Waterhouse LLP who worked on this cngagement
have no known or contemplated financial interest in the Hospilal. Further, our
compensation for this engagement is neither based nor coniingent on the value we
estimated.

ARS)Y ‘v/ ALY

R. Bruce Den Uyl : Date
Partmer
Pricc Waterhouse LLP
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of
Nonmalized
Twelve Monthe % of Net
. Encea i
June 30, 1971 (1)_Revenus
Routing Servioss $ 108830
Special Sevicas 1 802 021
Tota! Gross Revenus BRI
Dacuctons and Allowances (558,315)
Other Oparaiing Revenue 37,198
Nat Cperating Revenue 3,280,252
Qperating Expanees (151, Deprecttion):
Totnl Seleries & Wagee 1,300,795 4Q.4%
Adminisraive & Genersl 14,925 46%
Detary 197671 6.0%
Houesireeping, Laundsy 220,004 7.2%
Operalicn of Plant, Maintanance 50,538 1.8%
Other Suppties & Experses 979,080 30.0%
Rent of Land & Bullaing 111,318 3.4%
Taxss (cther then Peyroll & inoome) 271 0.8%
Totw) Operating Expenses 318,738 90.3%
Oparating inenme 124,518 7%
Rertsl income 27.954 08%
Iterest incoms 10,058 0.3%
Misctfansous income 3881 0.1%
Migoaliansous EXpenee (12,902 0.
Other IncomeAExpenas) 30,590 0.0%
T DA 152,108 4™
SRPrOCIENOVAINONZation 2414 0.9%
EBIT 122,602 3.6%
Income Texss @ 0% 48,077
After-Tax Cagh Flow 7,618 23%
Adiaments lo Cegh Flow,
AQE Depreolstion & Amortization 2,44 a9
Less: Captal Expncidures 32683 1.0%
Less: Change in Nat Woaridang Ceonal 24208 10.0%
Adjustad Cash Flow 40,137
(Assurming 3% Cash Flow Groath)
Net Enterpriss Velue mm
Less: Lnottes 100500
Equily Velue (788,112)
Roundsd | gﬂlm

(1) Based on 3 weghes sverage of the prior tree years' rasulie of Sperations.

Acgusied ook Volue Approah
Vaiue of Book Equty s of
e 0, 1971 3 (392,568)
J.APP. 4279




TS B w8 wie -

?mamw i
Vahation Dety Aci19, 1973

income Tows @ 0%
Alter-Tax Cash Fiow

Agiustments 1 Cash Fiow.

Ada: Oepreciation & Amortizstion
Less: Caphal Expencitures
Loss. Chengs In Nist Wortang Capltss
Adissted Cash Flow
[Captaization becr @
(Assurming 3% Cash Flow Growh)

Nat Ercerpries Vaiue
Locs: Laddlics

Net Equty Vaxe
Rounded

“ CIpREUTIUON Of EMMIGS Aporech

Normakead
Twaive Morkhs % of Net

Ended Operating
Api 10, 1973 (1) _Revenus

S 2204458
2,355,008
4569481
(568,965)
5,085
4,038,960
1643648 407%
171,690 4%
217,108 54%
244,803 81%
83,008 16%
120200 313%
119,789 anm
-51.881 1.3%
3TT850 93.5%
263,060 65%
9.745 0.2%
LF. . | 01%
1420 0.4%
5% 0.1%
2, 06%
25, 7.4%
3837 00%
249,460 - 0.2%
20,764
140,678 ars
38,347 0.9%
0,388 1.0%
2841 10.0%
119,217
16%
745,108
813,218
(70,110}
S...{10.000,

(1) Based on & weiGhted avarnge of the pries ThYwe YOmw’ lesus of operations.

BOOK Vaiue A

Ectimated Unadhistes

Book Value es of Apeil 18, 1973 $ 801,268
Adepupers ()
Prant & Equipment {540.6£8)
Goodwsll (384,049)
Laase Agreemen! Payadie {260,000)
Mogage Neyadie —sma2,
Tota Adpustrens (580780
Estimated Vaiue of Adiustad 800Kk Equly

»0 Of Apet1 18, 1973 3.

(1) Adjustments are mads to account for the 8seets transtared and
aect 83uMea 38 Part of the ansaction on July 9, 1971
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JIAMUON MEMOIM rospLs

Caprazzaton of Eaminge m::om_
Yatustion Dete._iaouary 31, 1973
T L e—
Normakzed
Tweive Monthe % of Net
Ended Operating
mnl 1975 (1) _Revenus
R
Routne Sevices 3 2357634
Specisl Sevicm 081729
Totws Grous Revenue 9,419,263
Deducions SN ATowances (770,040)
Other Operating Revenye 45 €31
Net Cperating Rovenue 4,688,703
Total Salaries & Wages 1938.227 0.3%
Admunistratve & Genersi 245,091 5.2%
Dietary 251,424 5.4%
] 2,735 50%
Operation of Plert, Maintanance 73628 1.6%
Cther Supptes & Expenees 1,572,024 N5%
Rert of Land & 105,449 22%
Texss (other then Payroll & income) @1.630 13%
Total Opersting Expenses 4.470,300 £5.6%
Operating Income 207.335 4.4%
Rental Income 8.2%2 02%
Irtarsst thoome 1,902 0.0%
Miscefansous hcome 8367 0.2%
Misceiancous Expense —E%él Q1%
Other iIncome/(Expenss) 14 0.3%
|EBTOA 22,063 %
'epraciation/Amonzation 180 0.9%
EBIT 170.885 I
incorme Tans @ 40% 71,054
AfterTax Cash Flow 107,09 23%
JA @150 0.9%
Add: Orprecition & Amortizston 1 .
Less. Cupital Expenitires 0,007 1.0%
Less: Changs in Net Working Capitad 34710 10.0%
[Aciustad Cash Flow 68,529
Fador @ 1%
(Asaurning 3% Cash Flow Growth)
Net Enerpras Value 403,108
Lees: Ligbilkies gL
Net Equity Vae (584,954)
Rounded 3 &m

(1) Sased on & weighivd avarage of the prior three yeary' resulls of aperstions.

Estimated )

Unacjusted
Book Yaue as of January 31, 1975

Adugmonts Qk

Plamt & Equipment
Goodwil

Lease Agreament Peyable

Mortgage Peysdle
Total Adjesirments

Estmated Value of Adfusied Book Equty
20 of Jaruaty 31, 1975

(1) Al vaiuas srs Sawed on five months of operatians in fscol yesr
1985 ana sevan months In flscal yeer 19738
(2) Adustments arc made to account for the aeasty lresierred and

$ 70,7/

(508.917)

(280,000)
S29 826

(804,327)

$ 168 444

debxt easumect a8 pErt of the LaNsacon on July 1, 1971
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: n ALEXANDRIA, VIRGINIA Tt
o "

' - ©7  FINANCIAL STATEMENTS
' For Tae Periop :
Noveuser 1, 1970 o June 30, 1971 . -
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OUR REPORTS ARE ISSUED WITH THE UNDER.
STANDING THAT. WITHOUT OUR CONSENT. THEY
MAY BE REPRODUCED ONLY IN THEIR ENTIRETY.
SHOULD IT BEZ DESIRED TO ISSUE OR PUBLISH
A CONDENSATION OR A PORTION OF THIS REPORT
AND OUR NAME IS TO BE USED IN CONNECTION
THEREWITH. OUR APPROVAL MUST FIRST BE
SECURED.

COUNCILOR, BUCHANAN & MITCHELL

JTR 001814
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CoUNCILOR. BrcHaNAN & MITCHELL

CERTIFIED PPCHLIC ACCOLNTANTS

February 15, 1972 1320 ~#.522N8.N avENL
HAS~INSTIN D T 233

TELEDwQONE 5337:-0912

Tne Board of Lirectors,
T
v

afferzca l2morial Iospital,
Alexandria, Virginia.

¥We have examined the talance sizet of Jefferson lermorial Fospital

-
-

(5]

of June 30, 1971 ernd the related statereonts of inccme and chanses in financial

-

position for the period loverter 1, 1970 to June 30, 1971. OQur examinziica vas

zada in acs e with generally accepted esuditing standards a2nd accordingly

included such tests &f the accounting records sad such other auditing procedures
as wve éonsidered nacessary in the circumsiances.
In our opinion, subject ¢o lotes 9 2zd 10 included in this repors,
the aforerentioned financial staterents present fairly the tinanci;l pesition
of Jeffersca larorial Hospital at June 30, 1971 and the results of its cparatlions

end th2 chanzes in its financial position for the pariod November 1, 1670 to

oune 30, 1571, in coaforatiiy with gsasrally asteptad ssccuatling ;ria:iples sspaiad

cn & t23is consistent with that of the precediag pericd.
L C Yy 7
/

Certified Public Accountanis

JTR 001615
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JEFFEHSON 0., IAL LOSPITAL
BALAR | SHEET
JUNE ) 2971
ASSETS LIABILITIEG AND DEPICIT
Chc;ektng Accounts $ 51,256 Trade ’
Savings Accounts ! 1,053 Contract Agencies (Note 8)
Held ia Escrow 3,663 Jefferson Memorial Hospital Associates
Petty Cash $ 56,247 Jefferson Meooriel Hospital Medicel Associates
Boployeest' Withholdinge
KOTES RECEIVABLE . &,600 Uaclaieed Wages
ACCQUNTS RECEIVARIE: ACCRUED_EXPENSE:
Putlecats 4854, 70k fleal Eotate Taxes
lrss Allovance for Doubtful Accounts _170.296  $684,488 Salaries
Jefferson Memorial Hogplital Absoclatea 29,355 { Interest .
bocturs ) . 1,356 Rent
Buployees K 655 Professional Fees
Other 13,790 Other
Virginia Health Insurance Progranm -
Medicalid —AA 117 781,431 NTRACT_ADJUSTMENTS:
Croup Hospitalizetion, Inc. (Note 9)
ACCRUED _INTHREST RECEIVABLE 1,239 Federal Health Inaurance Progras -
Medicare (Note 10)
JANVENTORIES 20,152
. HOTEJ EAYABLE
PLANT_AND PQUIEMENT. {Notep 3, 4. S. 6 ond 7):
LEASE ACREEMENT (Hote 7)
Accumulated Book
) —Cost __ Deprecistion Value EOND PAYARIE - 8% INTEREST PFR ANNUM
land k7,56  § - $147,456 :
Land Improvements 3,921 2,53 1,395 Federal Health Insurance Program - Medicare
Fixed Equipment 123,498 35,285 88,213 Group Bospitelization, Inc.
Major Movable Equipaent
NS RELD IN ESCROM
Total 2560,608 _ $147,361 _ $413,32% 433,325
2 [3: Opcraiing (Schedule A-1)
Prepatd Expense $ 26,757 Donated Capital
Leposit - Marriott Hot Shoppes, )
1nc. 3,000 29,757 . !
TUTAL ASSETS $1.292. 751

The accoupunying Notee to Financial Statements
are on integrel part of these etatementu.

TOTAL LIABILITIES AND DEFICIT

Exhibit A.

137,154
248,

13,114

37,010

»

—_—991  $ 473,109

$ 72,802
12,559
6,69
h1,852
7,406
142,701
‘193'0“)
87111 280,111
84,503
280,000
319,000
|
$ 43,000
—59.000 102,00¢
3,89,
($412,619)
—20,080 ( 392,5¢
3,292,75)

JTR 001616
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tet Ince:z
Add Zixpenses
Deprecizciioz 21,
Disposal cf !2jer Ibvatle E <33

‘e
i

-
-

(NI S
ta
~
€
\n
[
-
\"
(93
AS 1

- ~3
=
~ =

e quircent I,
Collections cn Hotes fNeceliwvable $0,L53
Proceeds frea Sale of Zguipmazt

4 Ay 2
TOTAL [i£3,223

FUNDS 208 TV

Curtzilrants of lotes Pzymble $ 35,155
Retirzront of Boals rable 24,522
Aeauisiticn of Majsr liorntle Fauipzent 7,355
Azquisitien of Fimed Zpuiinzal 4,251
Refuird of !Ddicure Advinne ITiposiy 20

Total Fusds Applied 3 02,517
Increzs2 in Vorking Capiisn 532

TOTAL £555

The eccomzanying livtes te Fin~ncial Stntermants .
ere ac intezral part of these cliatemsncs.
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Total Zoutize Services 2 ,LL1 414 21 L4y A

SPECTAL STRVISIS:

DR STy

Oporztizz ©-sa $ 193,17h 3 129,209 512,555
._cov~-' Jean k2,148 50,7 - 1,354
Centrol 3.narly 54,972 Ly, L35 10,3533
Intravencus . 11,351 11,3%% 27
Exercangy Satvice 92,95% ¢,k:55 83,5875

Labcratery 194,545 181,751 - 12,73l
Rlacd 9,033 9,¢3 -
Troensfusion Trays 2,313 2,313 -
Electrocardicley 53,351 51,773 1,535

Bzdic Isotop:s k5,150 19,249 26,;0]
Pv'ldelC‘”" 193, 0332 134,597 63’:-:{_
Pharrazy 197,620 134,712 2,533
An2sthasia Aisialsiratien 11h,553 113,437 3,003
Sa Vi wdnd L. = .-
Anesthnasiz Uaterial 58,629 52,655 3,973
Tanslaticn Tuuropy 8k,427 £h,112 379
Paysictl Taerady 24,1535 22,303 3,7l
Tot2l Speczicl Zavvicss ‘ CE e 1cia s R TR

MAmA S meeimessen - Sp AT rm e
loll\:a Sheed b .s'dOn': =3 ‘.V.LC-'..J

TO PATIVUTS
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JEFITRION MTNATAL NOIRITAL

CRIDATL: T@ENIT

) SN es

SR THZ PFRTOD IM2VIATI 1, 1370 TN JiTD 32, 1971

Szlaries Supzlies
and and
Tota) Wamas _rFxXTanca nprosintdin-
Administraticna and Coneral $ 229,534 $ 128,000 § 93,527 $ 2,657
Empleyses' Fa2lth and Welfeore 76,335 12,852 63,633 Ls
Dietary 247,413 107,3%2 137,323 2,748
Housekeeping - 135,037 - 133,878 161
Laundry and Linen 52,881 8,245 Lk 635 -
Creration of Plant 33,399 . b,b419 28,931 .3
Rerairs end !aintenance 15,115 3,655 11,292 168
tursing Sarvice 395,803 382,379 11,574 . 2,250
Pharﬂ'ﬁcy 137, 3&2‘ - 137, 285 58
Madical Records and Library 23,954 22,639 1,013 2%2
Cperating Rocx= 131,279 90,205 38,375 2,683
Recovery Rosz 23,403 22,445 326 132
Inteasive Care 62,037 <<, 4,119 1,007
laboratory 1.2,25.7 50,8225 92,564 ,325
Radicler; 175,225 39,413 135,755 57
Physiczl Tnerazy 23,144 6,654 16,453 I
" Inhalation Taerapy 21,727 14,857 5,615 pRIN
Anesthasioley 101,765 - 101,231 372
Electrosardiole=y ' 30,121 6,501 23,633 ST
Central Supply . bb,s1b 14,725 29,271 517
Madical 2=d Surgical Service 29,834 - 29,65k -
Blood Zasnk 5,723 - 5,728 -
Exargeacy 53,cc3 28,031 24,830 as7
Ceprecistica on Land Irproveiants
and Fixed Equipzent 4,674 - - L, 07k
Totel $2,200,426  #1,000,443 $1,178,016 21,747
Rent of L2nd, Building and .
Equip=ant 72,685
Taxes on land and Building . 13,527
TOTAL OPZRATINS EXPZUSE $2.2285 448
JTR 001621
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his entered into a leass of egvipsant ia the emount of 3340,020.  The lacs

el
commenced on Joauary 2, lsfi.ani extends for a period of ten y2ars
the equipment will be coatributed to the Hospital at no a2ddisicnal so0st. Uad
the terms ol the leas2 agreemant thz tasic annu2l rental is 317,500 for tha Sirst

t¥o years; 25,000 fcr the zcscend two years; and 352,500 for the suise

»z
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years. ho curizilmeant of this 1i25ilily nzs oes2a wade by the Auspital sinze 1355
In 2dditica to the basic arzual reat:zl, the fbopital shall

.

- Q .. .~ . 2 3
raintenunce, repgzairs, toius =anl insurcnce oa the equirmaat,

Tne le2gad cquipzant nns teen 2ntered on the boois of the Ioouitazl at
the value deteriined by larshzll azd Stevezs, Iacerporated and 135 teins dapreciated
in 2cecordanse with their report.

The ccrreszonding lizbility for the leased cguinmzat has sind

entered 03 the books and eppears on the accompanyinz Balanc
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NOTE § - STITLTITNE OF 23U DUR UNLIR COLTRAC
L4 PATEOTOITST

s

T
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In Cecer™2r, 1971 an agraenzat was reached btatwaen the Fospital and tle
pstholczist. Tae lisbility a3 recorczd cn tha bocks of the Kospital pricr o
settlezant was $£221,755 and was includid ia the azsunt chown as Accounts Tryrabdble
Coq:rcé. Azzncies o3 thz Balrence Suext.

Settlemant was s~rced upon by toth parties imvolved at $183,16%, payotle
fn czsh of $1C,0CO plus an s~reemant %o firznca the tolaace of $173,165 =t 2,8I5.62
interast wntll Febrevary L, 1977.  Althoush this cettle=ant vss
sudseauest to the calaace shezt date, tie 24justmizal bas teca reflected the

R e
accormzanying Ialence Gnest.
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Tae provisica in the amsunt of $163,022 is for an estiratad liahilivy

for the perici

under centroct witn the MHosplital. An arount for reirmd

rendered to suvseriovzss

Sanuzry 1, 1359 to Jure 30, 1971 to Group Socpitalizaticn, Ins.
ursemaat for sarvices

cf G is datermined ’c‘ each fiscal yeoar by that orgonizesion

b--u

rayants are received

from GXI 2s services are readered to 1ts subseribers but thssz poyicants exceed the

actual allovable chargs. *o GHEI for services under its contract.

3]

Althouzn this

provision is cased on the best inforsaticn avellzdle fron GHI and the Fospital's

bookxs uud recsrds it 15 nob pessidle to daterzing the ¢

c——— . SorToPA mAm mmmeeap yes sno =
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Reirhurzesant for servicos rendorad to_patients undar the Fadorzl Mhlicare

Preccen is deteridzzd for each fizsal yeor in accordine
eaalrais, arin

the interradinry for ll2dicare, as terTiarl gervicas are

e with e spacifiad cost

Z the yzsr payments are received from Groud hospitalizctioa, Inz.,

Tae provicsion of £37,111 zcwass th2 zzsunt due tha Madicore progran for overpzymiats

fer the pericd Uovester 1, 1675 to Juaz 30, 1971.
firzl settlsmzat for the your endz=d Catshor 31, 1557

basad on the cost reperts filed wilh th
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periormzd by ths intermadiories which wilcocuzsadl

ihis smount.

Of this zzouns, 332,856 is 2

Tae balaoace = $3%,257 is

FEewever, audits +ill e
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VIRGINIA STATE OEPARTMENT OF MEALTH

APPLICATION FOR LICENSE RENEWAL: HOSPITALS
for year encing Decemper 31, 1982
In accordance wi;h the grwfsions of Chapzer 5, -Article |, Ticle 32,1, Code of Virginia of 1950, all non-Ffegeral
mecical ang nursing rac:”nes_desiring licensure as a general or special hospital, nursing home, or relatee
facility in Virginia must submit the following information to the Stacte Department of Heaith,

ANY CHANGES DURING THE YEAR WHICH WOULD AFFECT THE ACCURACY OF THE FOLLOWING INFORMATION MUST BE REPORTED PROMPTLY
TO TME STATE DEPARTMENT OF HEALTH,

CFFICIAL NAME

OF FACILITY: JEFFERSON MEMORIAL HOSPITAL
NUMBER & STRZET: 4600 King Street
CITY R TOWN: Alexandria - , viRgInia 22302
(Zip Code)
COUNTY: NA
CHIER DMINISTRATIVE L. — .
er:fca OF FACILITY: Carl =, Linton Administrator 103—998-4870
(Name) (Ticle) (Prone No,)
TYOE OF LICSMSE REQUESTED: (Check one) ;
X__ I. General hospital - 3+ Qutpatient nospital
— 2. Special hospital — 4. Nyrsing hane
Is any parz of the facility licensed by another State agency?  YES No X
(Name and Title) _ (Numoer of decs)

ices anvens on the staff currenzly nola a Nursing Homa Acministeator's licanse from Yirginia?
YEs Ho X

(Hame and Title) ~ (Nursing nome Acministratar:s
Certification fumoer)
N
703-998-4870
(Signatcre of Officiai Signatory) {T=1ephone Numcer)
Carl E. Linton = Administrator 11=12=-81
(Sfficial Signatory Name ang Ticle = Type or Priat) - {Cate of Comaizzicn)
iF cmar2 3ra auesiions 2&00: :
rour ressonses T2 tais form, -
wn9 snoulc =e contac:es? Karen L .Bostick 703-.998-4872
{Name « Piease Type or Prinz) ‘Teleprone Numcer!
SERUI2Z SHARSE ACSIRCING TO 7=Z NUMBER OF 38DS « EXCLUDE BASSINETS: iChezx one)
(3} 9 < 50 5eas (S75)
"X 51 - 373 seds $1.59 ser ses
¢ ) 334 =ads olus {S300)
Maxz Zheck or “orey Qrier GAlL TO: Virainia Scaze Separtrent of Nealn
2 ta =as 3ureau of Mecical > Nursing Faciiities Zervices
avagi= 23 Jarmas “azisom Buileing, idzm fiocer
$TITE SESAATMENT OF S£aLTW 199 Sovernor 3:rset
s S ot Rl 2nta
Riewmond, Jirginia 232 J.APP, 4296
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« LICENSING CLASSIFICATION OF HOSPITALS =
AND BED CAPACITY BY SERVICE

Name of Facilley: FOR OFFICE uSE ONLY

. Total Licensea
TYPES OF SEDS BY Current Licensed . Beds Approved ) g-»f"\/

Beds Seds -
LICENSE CLASSIFICATION Scaffed Regquested Date: - R5- .C/

A. General and Scecial Hosnitals

TOTAL BED CAPACITY
(Excluding Bassinets) 120

-
n
o
W

-
-
n
-
-
N

Intensive Care Units
Gereral/Mixed IV

Medical/Surgical 12
8

Cardiac Care Unit

Ocher ICU (Specify)

Qther 1CU (Soecify)

Pedjatric Unit

Obstetric Unit

Ssychiatric Unit

Self-Care Unit

Cardiac Rehabilitation Unit

Medica! Renabiliitation Unit

Alcorol Detoxification Unit

Alconol Rehsbilitation unit

Aborzicn Unait

Long Term Care Unit
Skilled Zare (Title 18/19)

Irtermediace Care (Tizie 19)

Nonelertified Nursing Care

ther (specify)

Otner (specify)

NUMBER OF SASSINETS

8. Juisatisnc Hospizal Inlv (Check)
Qutoatient Surgery

N ~
) N

Qutoatient Abortions eniy

3y

2 J.APP. 4297
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V1. OWNERSH!P AND OPERATION OF =0SPITAL

tn accordance witn the orovisiens of Chapter 5, Arzicle 1, Title 32.1, Code of Virginia of 1850, all agn-
fegeral medical facilities desiring licansure as a general or special hospital in Virjinia must annual ly
susmit the following information 20 the State Department of Haalcm,

ARY CHANGES DURING THE YEAR WHICH WQULD AFFECT THE ACCURACY OF THE FOLLOWING INFORMATION HuUST 3E REPORTED
PROMPTLY TO THE STATE OEPARTMENT OF HEALTH.

4, LSGAL NAME

-~ OF OWNER: Jefferson Memorial Hospital Corporation

wrger ¢ streer: | 4600 King Street

ZITY R TOWN: Alexandria : , VIRGINIA 22302
~
2, TYPE OF QWNERSHIP AND CONTROL ts the Facility operated 9y its owner? YES X NG
ey 17 tme facilicy IS ownerecperated, compiete only Column A below,
1% tre facility IS NOT operated by the owner, comoiete both Colum A and Column 3,
(a) (8)
QWNER OPERATOR
( one) (  one)

™ State or toca! Soverrment:

— — (11) Scace

— — (12) County

— — (13) Ciey
~ — — (16) Joint City-County

—_— (15) - Hospital District/Authority

Nom-Profis:

— c— ) (20) Chursn Relates
~ — N {21) NoneProfit Corsoration

P — (22) 0chéf Nen-Profit

Aropriarary:

. - (23) Single Propriectorsnio

™ — (24} Parznership
X {25) Corporatisn

o

4018 J.APP. 4298



C. [NFCRMATION REQUIRED FROM GWNER(S; OF THE FACILITY:

LIST THE FOLLOWING INFORMATION IN THE SPACZ PROVIDED BELOW: (At-ach & separaca sheet IF necassary.)

Name anc address of corporation, agency or organization,
2. Name(s) and address(es) of girector(s) or officer(s) ~- and cizie(s).

3., FOR PROPRIETARY OBWIZA'NONS ONLY <« Name(s) and acdress(es) of single owner, partners, aersons
or other corporations having 3 finsncial interst of five percent (5!) or more in the organization.

+. FOR CORPORATE APPLICANTS ONLY == Name and address of the Regiszered Agent,

1. Jefferson Memorial Hospital Corporation
4600 King Street
Alexandria, Virginia, 22302

2. See Attachment #1 ~
3. See Attachment #1
4. See Attachment #1 -

J. INFCRMATION REQUIRED FROM OPERATOR(S) OF THE FACILITY:

IF THE FACILITY 1S NOT OPERATED BY THE CWNER, ALSO PROVIOE THE FOLLOWING INFORMATION ON THE GPSRATOR(S)
QOF THE FACILITY: (Actach a separate sheet if necessary.)

I, Name and asdress of corporation, agency or organization,
2. Name(s) ang aadress(es) of Zirector(s) or officer(s) == and titie(s).

3. FOR SRIPRIETARY ORGANIZATION ONLY == Name(s) and address(es) of single owner, cartners, persons or
other corporations having a financial interest of five percent (5%) or more in zhe organizjcien.

4, FOR CORPORATIONS ONLY -= Name and address of the Registered Agent,

NQTZ: IF T4ERE IS A SEOARATE SZIQMD PARTY LZASE AGRESMENT SETWEEN THE CWNER GROUP AND THE MANAGEMENT SROUP,
ARCVIDE THE SAME FOUR ITZMS OF JWNERSHIP [MFCRMATION FOR THE LESSEE.

3/

" J.APP. 4299
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- ) PART IV
owNERsH1P AND{ GPERATION AOF MEDICAL OR NURSING FACILITY

ANY CHANGES DURING THE YEAR WHICH WOULD AFFECT THE ACCURACY OF THE FOLLOWING INFORMAT ION
MUST BE REPORTED PROMPTLY TO THE STATE DEPARTMENT OF HEALTH,

e
A. OFFICIAL . -
o pciLY: Jefferson Memorial Hospital
NUMBER & STREET: 4600 King Street
-~ CITY OR TOWN: Alexandria COUNTY : N/A w, 22302
(Zip Code)
8. LEGAL NAME . s .
OF OWNER: Jefferson Memorial Hospital Corporation
rureer s streer2600 King Street
™ ity or Toen: Alexandria conry: N/A v, 22302
- (Zip Code)
C. TYPE OF OWNERSHIP AND CONTROL is the facility operated by its ownar? YES NO x
if the facility IS awner operated, only complete Column A below.
If the facility IS NOT operated by the owner, complets both Column A and Column B.
- @) ®)
GWNER OPERATOR
{Vone) (Vore)
7] Ltocal Ve e nt
— — (1) Scaem
— e (12) County
m
— e (13) city
—— — (14) Joint City-County
— — (15) Hospital Diserict/Authority
Non=Profit
™ - —_— (20) Church Rolated
— —— (21) Non-Profit Corporation
— —_— (22) Other Non<Profit Ownership
Preprietary
— — (23) Single Propriatorship
m
— —— (24) Partnership
L _X_ (25) Corporation
- PART IV CONTINUED ON BACK
-~
) : 1.APP. 4300
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1.
2.

PART IV (CONTINUED)

D. INFORMATION REQUIRED FROM OWNER(S) OF THE FACILITY:
LIST THE FOLLOWING INFORMATION IN THE SPACE PROVIDED BELOW: (Attach a separate sheet if necessary)
1. Name and address of individual, corporaticn, agency or organization who owns the building(s).
2. Name(s) and address{es) of director(s) or officer(s) - and title(s).
3. FOR PROPRIETARY ORGANIZATIONS ONLYe-Nama(s) and address(es) of single awner, partnars, persons
or other corporations having a financial interest of ten percant (10%) or more in the facility.
By each owner's name indicate percentage of ownarship.

4. FOR CORPORATE APPLICANTS ONLY~-Name and address of the Registered Agent.
Jefferson Memorial Hospital Joint Venture, 4600 King Street, Alexandria, VA. 22302
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

Laszlo N. Tauber, M.D.
Leslie P. Gondor, M.D.
Samuel D. Burtoff, M.D.
Michael Corrado, M.D.

John Thorpe Richards, Esq.
117 South Fairfax Street
Alexandria, Virginia 22314

E. INFORMATION REQUIRED FROM OPERATOR(S) OF THE FACILITY:

IF THE FACILITY IS NOY OPERATED 8Y THE (WNER, ALSO PROVIOE THE FOLLOWING INFORMATION ON THE
OPERATOR(S) OF THE FACILITY: (Attach & separats sheet if necessary)

1. Nemm and address of individual, c'orpoution. agency or organization who is rasponsible for
management of the facility.

2. Name(s) and address(es) of director(s) or officer(s) -- and title(s).

3. FOR PROPRIETARY ORGANIZATIONS ONLY--Nane(s) and address(es) of single owner, partners, persons
or other corporations having a financial interest of ten percent (10%) or more in the management
organization.

4. FOR CORPORATIONS ONLY--Nama and address of the Registered Agent.

Health Group of Virginia, Inc., Suite 801, One Commerce P1., Nashville, TN. 37219

Qfficers: . .. . .
George P. Van " Chairman and President
Richard L. Martin Vice President

Paul E. Boklage Vice President and Secretary
Directors:

George P. Van, Suite 801, One Commerce P1., Nashville, TN 37219

Lucius E. Burch, III, Suite 801, One Commerce P1., Nashville, TN 37219
John C. Neff, Suite 801, One Commerce P1., Nashville, TN 37219

Joseph V. Russell, Suite 801, One Commerce P1., Nashville, TN 37219
Frederick R. Adler;, Suite 801, One Commerce P1., Nashville, TN 37219
Jerome A. Bohland, Suite 801, One Commerce P1., Nashville, TN 37219
Bi11 B. Jones, Suite 801, One Commerce P1., Nashville, TN 37219
Richard W. Lock, Suite 801, One Commerce P1., Nashville, TN 37219
William F. Spengler, Suite 801, One Commerce P1., Nashville, TN 37219

E. B. Lyon, III, Suite 801, One Commerce P1., Nashville, TN 37219 ﬂﬁ%ﬁ ATTACHMENT)

NOTE: |IF THERE IS A SEPARATE SECOND PARTY LEASE AGREEMENT BETWEEN THE OWNER GROUP AND THE MANAGE
GROUP, PROVIOE THE SAME FOUR ITEMS OF OWNERSHIP INFORMATION FOR THE LESSEE. ATTACH A SEPARATE SHEET,

4021 J.APP. 4301



December 29, 1981

Mr. Carl E. Linton, Administrator
Jefferson Memorial Hospital Corporation
*4600 Ring Street

Alexandria, VA 22302

Dear Mr. Linton:
Enclosed 13 Renewal License No. 167 to operate the above captioned hospital for
the year ending December 31, 1982. '

Siacerely,

Mary V. Francis

Director

Division of Medical and -
Nursing Facilities Services

Enclosure:

4022 J.APP. 4302



ASSIGNMENTS OF ERROR

1. The trial court erred when it failed to apply governing Maryland law to
determine 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 que 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, notwithstandihg 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 court 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 court 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.  The 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 property 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



