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() 
Internal Revenue Service 
Distnct Director 

Date: NOV 1 ~ i3SO 

~efferson Memorial Hospital, Incorporated 
4600 King Street 
Aiexandria, Virginia 22302 

~ent1emen: 

Department of the Treasury 

/~ 
Person ~o"Contac.t: . f:/Vr14L / 

E. Calfon ·· ·... f 
Teleohone "!;:r,,tt,., • · -· J 

an~- : ~ : -. ·;.c1G 
R~ter Repty to: 

Quality Review Staff 

~e ~ave enclosed a copy or our examination report expla1ning the adjustments we made· 
:o your return because of your tax shelter activity. 

I~ you accept our findings. please sign and return the enclosed Form 870. If 
additional tax 1s due, you may want to pay it now and limit the interest charge; 
otherwise. we will bill you. (See the enclosed Publication 5 for payment details.} 

I~ you do not accept our findings. you may request a hearing with our Office of 
Reg!onal Director or Appeals. You may want to attach to your hearing request a statement 
ou:l~nlng your position. Unless significant new facts or legal arguments are submitted to 
~ustl~Y further consideration. we will issue a notice o! deficiency and. if necessary. 
l::lgate any case contesting the adjustment. If the proposed increase is ~ore ~han 
S2.500. please submit a written protest. Publication 5 explains your appeal rights and 
::c:· :~ p:-epare your protest. If you request a hearing, we will forward your wr!tten 
s:ate~e~: or protest to the Office of Regional Director of Appeals. That office will 
=or.tac: you to schedule an appo1ntment. 

I: "Ne do not hear !'rom you within .30 days, we will have to process your case on the 
tas1s o: :he adjustments shown in the examination report. An addressed envelope is 
enclosed ~or your·convenience. 

:: you have any questions. please contact the person whose name and telephone nu~oe: 
a:e s~o·...-~ above. 

7~ank you for your cooperation. 

£~::!osu:-es: 

~xa=:~a::o~ Report 
: ::;::: 870 
?·..:.~:..::a::o:& 5 
~:we lope 

400 I\:. 8th St. Rschmond. VA 23240 

Sincerely yours. 

·~-=~ 
Ex. ~02. 
TAUBER 43240 

Letter 1389(00) (2-80) 

J.APP. 4305 
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~ ... 3-781 
Waiver of Restricttons on Assessment 

and Collect1on of Deficiency sn Tax and 
Acceptance of Overassessment 

,........ -

/co~ 
......... 

' const!nt to tne zmmedsate assessment and collecuon of ar.y defic•cncres: 1:-lCrease .~tax a net oeaaltsesl ~nc 
J:c;ot an·( overassessment (decrease in tax and oenalt1esl snown below. olus any 111terest orovided oy la,;~·l "'under· 
s:a"'O tnat bv srgntng this waiver. I will not be able to contest these years in the United States Tax Court. unless 
~cc·~~onal defzc1encres are determined for these years. 

Increase in Tax and Penaltees 
Amount of talC Penal tv 

SSI ,899. 04 

Decrease in Tax and Penalties 
TauDie year ended Amount of ux Penalty 

· NOTE r: -w.Ju ::onsenr ro the assessment of the aef1C1enc1es 
'"'>:.tv" ~ :n s .. ..,a••er ;:11ease s1gn and return tne form .n oraer ro 

''"' · ~"'·, "'~-:·~;: cnarge and exped•te the adJustment to vour 
.:::J-~: Y.'),.r .:..:>nsent vv•ll not crevent you from f•l•ng a cla•m 
·.1· ·~· .... r..; . .:~Iter vou nave oa•d the taxi .t you later oetoeve vou 
.,·- ~..~ t''l~.r·~c nor !)revent us friJm later Cletermrn•ng. ,! 

- .. :-:"H.:·. :,a, ~0-.J .;·.-.e aoo•t•onaz tax. nor extenc the ume 
;...· .;. ,.;~..: ::ly .,,. :or e·tner acr.on 

.• ). odl!!' • •e d Cicl•,., .,!"'Q the Serv•ce O•saiiOws "· '(J,_ may 
).; •• .J' re• .. no .n a .:•Sif·CI COurt or '" the UnoJe(J S:ares 

...... ~ ~s o ... : vou ..,av nor ··•e a oetot•on """" rne un.reo 

Dare 

Dare 

T·r•e Da1e 

anu oenan•es <.Jeterm1nea !lv one lnre·~al Mevenue Servrcc. snuw•~ 
atlove ;JrOv•CJeo vou s.sn ar.:: f11e :! w•tnrn the oer.oCI estdD••sn!!u 
oy zaw for mak.ng such a csa1m 

Who Must Ssgn: If yOu lohW ,o.nt•v ootn VOu , •• (J w'Our \UO.J~~ 

mo,.~~l \.gn. If tl''ltS waover '~ !or a Cor::>or di•On .. : sr.uu•C De s . .;:'t'l • 
W•th :ne cor:;>or,:uron name ro.•oweu ov :n~ s•gnot.,..res c~r.u: ~ ·:> 

c! tne toroorate ott.cers aurnor·Jeu 10 \•:.Jn .:.. · ~:::>·'lev .j, "-:i~''! 
ma'V \ gn tncs wacver oro~ . .;eo ~ucn dC:•U"' \ --~C·~·Ccliiy du:"'O• 

•Le.; ov d uower ot anorney wn.cn .! not ore"'·Jus•. !.le<.l 'Th..~;: 

:tcco·~oanv rn•\ I,Jrm 

I' tnos WdtVl'' •S S•9n~:..; O. oo1 Oer~..>" a.::·~ "': ._;.,.._ .J'• 
:.:~~ac<t., • to~ e:~~:amo•o:?. ,., ~·-!Coo~tvr .,~,...·" s:~ o:.J· .:· .l :• .J;~~-:' 

Fo•m 56. Not•ce o: F . .;uc ar • =!e:ar•onsn-:::: ,nJ~.o.:.:. ...- -:> = 

;:,rev:ous:'( iolell accomoant :n.\ torm 

::.,.,.., 870 .:;e-. J-72 

TAUBER 43243 

J.APP.4308 



,. 

( 1'. 

;'·.; 

Appeal Rights arid 
Preparation of Protests 
for Uilagreed Cases .... : .. , .· . . ·,,· 
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! CONriDfNT~£--; 
Department. ~ 
of the 
Treasury 
Internal 
Revenue 
Service 

·Publication 5 
(Rev. 9-79) 

• \ • ·• ~· .. ; ... ! :. >.· . : ':. ~ ~:' 
Instructions~.· . . .. , '· 1• •1·, . ·. ·. !: • If You Don't Agree · protest with the District Director. How· 

• • :. : . • • • : : ·:. 
1 i! ·.: . ever, you don't have to file a written • 

lfYouAgre~' ·._1,<::. ;':'':•::· .:·:>,;: .... lf.Vou decide not to agreewiththe•• protestif: 
If yo~'; '·dec~de 1 .i.~ , agre~ i. ~i.th 1 the;) ; ~. ~xam iner's findings; we urge you to first :. · ( 1) the proposed increase or decrease in · 

exam.ner's' tfind•ngs !in tthe le'riciosed ~x/ :·:I a.ppeal your case with the Service before I:' tax. or claimed refund. does not ' . 
ammatiOn re'p~rt,'•.please S1gn an'd retur~·;·;·.;; YOU go tO COUrt.•'. . exceed $2,500 for any Of the taX;. 
to tnat examiner '.die .agreement !fomi; 1.; ;. • . Because ·people ·sometimes .disagree ,·.. periods involved; or · 
enclosed with 'our .. iransminadetter: By).·.-. on >tax ;matters,·the Service maintains a~·.' (2l your examination was conducted ! · i 

s•gn1ng you will indicate your'agreeme'nt 1. · system of appeals. Most differences can 1 by correspondence or by a tax . 
to the amount sho~' on.~~.~ .f~m~; and'i <· .. be set~ted ! in '~ese 'appeal~ .without; auditor. 
if you owe addit1onal1tax;· you will stop 1: . ; expensave : and ! tame-consumang court : If a written protest is required, you 1 
an Interest ·charge r30 days' iafter ·filing'1· .. ·; trials. should submit it within the 3~day · 
the form. · . · · ·: · : · · · · · · If you do not want to appeal your · period granted in the lener transmitting 

Through June ·30, 1975. ,interest :is) case in the Service, however, you can the report of examination and include 
f•gured at the rate 'of 6 percent a year;:· take it directly to court. in it: 
from July 1,: 1975,'·through January 31.<· . The following general rules tell you 1. A statement that you want. to 
1976, 1nterest as ·figured at 9 percent a\ . how to appeal your case. appeal the findings of the examiner 
year; from February 1, 1976,' through, to the Appeals Office; 
January 31. 1978,'.anterest is figured at 1 2. Your name and address; 
7 percent a· vear; and beg1nn1ng Febru·· Appeal Within The Service 3. The date and symbols from the 
arv 1. 1978.' .nterest ·is; figured ·at 6 1 letter transmitting the proposed ad· AppealS within tne Service are han· 
oercent a vear.' No further 1nterest (or~ justments and findings you are died by the Office of Regional Director 

protesting; oenalt1es1 w•ll be charged unless you fail 1. of Appeals. If you decide to appeal, 
to cav the amount you owe within 10} · 4. address your request tor a hearing to 

The tax periods or years involved; 
days after tne :aate !Of ·the '-notace .you , : , 5. 

· your District Director in accordance 1 
An itemized schedule of the adjust· 
menu with which you do not agree; 
A statement of facts supporting · 
your position in any contested fac· 
tual issue: and 

rece•ve snowang such amount;.However.·· 
· with our letter to you enclosing these . 

• f vou cav tne tax when you sign the : · 6 
instructions. Your District Director will · 

agreement 1torm.- •nterest stops immedi.'.: · 
ate•·· . . 

If vou want to pay, make your check:. 
or money order payable to the Internal : 
Revenue Serv1ce. · Include. interest fig· 
urea as exclatned above, on the addi.' 
t•onal tax I but not on penalties) from 
t!'le due date of the return to the date of 
:::>avment Please do not send cash 
tnrougn the mail. If the examination 
resuas m a refund. the Internal Revenue 
Serv•ce can nave vour money refunded 
mor! oromotly ,t you s1gn tne agree· 
men: form. You w•ll rece1ve interest. 
f:gurea as excla.ned above. on tne 
amount of tnt' refund. 

forward your request to the Appeals ·. 
Office. which will arrange for a hearing 
at a convenient ttme and place. 

If agreement is not reached at the 
Appeals hearing, you may. at any stage 
of these procedures, take your case to 
court. See the last headings in this 
publication concernang appeals to the 
courts. 

Written Protem 

So that your case may get prompt 
and full consideration by tne Appeals 
Officer. you need to file a written 

7. A statement outlining the law or · 
other authority on wh1Ch you rely. 

The statement of facts. under 6 
above, must be declared true under 
penaltieS of perjury. You may do this 
by add•ng to the protest the follow•ng 
s1gned declaration: 

"Under penalt1es of cerjurv. 
declare that the facts presented in my 
wr•tten protest. whrcl'\ are set out 1n 
the accompany.ng statement of facts. 
schedules. and other attacned state· 
menu. are to tne best of my knowledge 
and belief, true. correct. and complete." 
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I~ vour representat•ve submits the , 
::~ro:est for you. ne or she may substi· 
~w H! a deClaration stating: 
i 1' Tnat ne or sne prepared the protest 

and accompany•ng documents: and 
! 2; Wnetner ne or sne knows personally · 

:nat tne statements of tact con· 
ta.ned •n tne protest and accom­
oany•ng documents are true and 
correct. 

Representation 

You may represent yourself at your· 
Appeals heanng, or you may be repre· · 
sented by an attorney, certified public 
accountant. or an individual enrolled to · 
practice · before ·the Internal Revenue ' 
Service. Your representative must be ·. 
Qualified to practice before the Internal 1 , · 

Revenue Service. If your representative 1 

. attends a hearing without you. he or she ' 
must file a power of attorney or a tax i 
•nformat•on authorization before receiv­
ing or inspecting confidential informa­
tion. Form 2848. Power of Attorney. or : 
Form 2848·D. Authorization and Decla- · 
rat1on (or any other properly written 
power of attorney or authorization) · 
may be used for this purpose. You can 
get copies of these forms from any 
Internal Revenue Service office. 

You may also bring witnesses to 
support your position. 

Appeals To The Courts 

If you and the Service disagree after 
your hearing, or if you Skipped our 
appeals system, you may take your case 
to the United States Tax Court, the 
United States Coun of Claims, or your 
United States District Court. 

(However, if you are a nonresident 
alien taxpayer, you cannot take your 
case to a United States District Court.l 
These courts are independent judicial 
bodies and have no connection with the 
Internal R"evenue Service. 

Tax Court 

If your case involves a disagreement 
over whether you owe additional in· · 
come tax, estate or gift tax. or certain . 
excise taxes of private foundations. pub­
lic charities, and qualified pension plans. 
you may go to the United States Tax 
Court. To do this. ask the Service to · 
issue a formal letter. called a notice of ' 
deficiency. You have 90 days from the · 
date this notice is mailed to you to file a 
petition with the Tax Court (150 days if · 
addressed to you outside the United 
States). If you do not file the petition 
within the 90-day period (or 150 days 
as the case may be), the law requires 
that we assess and bill you for the defi· 
ciency. 

The Court will schedule your case for 
trial at a location convenient to you. 

,.-----~'-..... 

CONfiDfNTLU. ... I 
··--...__ . ._. 

You may represent yourself Defo;e#tne 
Tax Court. or you may be reoresented 
b.., anyone admitted to pract1ce before 
that Court. 

If you dispute not more than $5,000 
for any one tax year, there are s1mpli· 
fied procedures. You can get informa· 
tion about tnese procedures and otner -
matters relating to the Court from the 
Clerk of the Tax Court. 400 Second St. 
N.W., Washington. D.C. 20217. 

District Coun and 
Court of Claims 

......_ 

You may take your case to your· 
United States District Court or to the · 
United States Coun of Claims. Certain 
tvpes of cases. such as those involving ; 
manufacturers' excise taxes, can be · 
heard only by these courts. Generally, . 
your 0 istrict Court and the Coun of ' · 
Claims hear tax cases only after you I 

have paid the tax and have filed a claim 1 

for refund. You can get information . 
about procedures for filing suit in either 
court by contacting the Clerk of your 
District Coun; or the Clerk of the Court ; 
of Claims. If we haven't acted on your 
claim within 6 months from the date 
you filed it, you can then file suit for 
refund. If we have disallowed your 
claim. a suit for refund must be filed no 
later than 2 years from the date of our 
disallowance. 

US GOVERNMENT PRir-.TlNG OFFICE 1979-607·94S 1025 2 ' 
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.JOHN TMORP£ RICH.t.ROS 

WI~~IA.,_. \..BABCOCK. JR. 

MA~COLM M. MITC:H£\.L. JR 

JA.N£ S. R£E:S£ 

UW CJ'J'IC:ES CF" 

Ross. )!ARSH & FosTER 
117 SOUTiol ,..t.IR,.AX STREET 

AL.EXANORIA. VIRGINIA 22314 

r.703) ea:s •?44o 

February 18, 1982 

Paul L. Sloan, III, Esquire 
Harwell, Barr, Martin & Sloan 
P.O. Box 2960 
Nashville, Tennessee 37219 

!S99 SIXT!;CNT .. STP~~~ 

WAS.,.IN~TON. ~.C. 2~~~~ 

c2oz• o:u-aaae 

510 PCRP£~UAC. 8\:IC.DING 

&ETMCSOA. MAATC.AND IOOIA 

~On CS50•57::SO 

Re: Lease between Jefferson 
Memorial Hospital Corporation 
and Health Group of 
Virginia, Inc. 

Dear Paul: 

As I advised you by telephone on Thursday, February 18, 
1982, the following is a break-down of the calculation of 
the purchase price pursuant to Paragraph lO(a) of the Lease: 

1. Eighty percent (80%) of patient 
accounts receivable 

2. Plus one hundred percent {100%) 
of the book value of the equip­
ment purchased 

3. Plus one hundred·percent (100%) 
of the cost of inVentory of usable 
expendable supplies on hand for 
hospital operations and purchased 
by Lessee 

4. Plus one hundred percent {100%) 
of prepaid expenses 

5. Less one hundred percent (100%) 
of trade accounts payable 

6. Less one hundred percent (100%) 
of all accrued expenses ass~~ed 
by Lessee 

$ 2,162,298.08 

257,029.21 

86,846.97 

127,327.54 

885,023.46) 

75,850.89) 

$ 1,672,627.45 

&. -s-o:!> 
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Paul L. Sloan, III, Esquire 

Re: Lease between Jefferson Memorial 
Hospital Corporation and Health 
Group of Virginia, Inc. 

7. Plus fifteen percent (15%) of the 
sum of items 1, 2, 3, 4, 5, and 6 
above 

Purchase price 

.Page Two 

February 18, 1982 

s 2~~~;.rt-r~4!-) 
s 1,923,521.56 

The values set forth above were taken from the Lessor's balance 
sheet as of January 31, 1982 which was fo~~arded to you by 
Federal Express from this office on February 17, 1982. After 
crediting the $100,000.00 check of the Lessee which is current­
ly being held by the Lessor to the purchase price, an additional 
sum of $1,823,521.56 will be due to the Lessor from the Lessee 
on or before Harch 1, 1982. As of March 31, 1982 the sum of 
items 1 through 7 of Paragraph 10(a) will be recalculated and 
the purchase price paid on March 1, 1982 will be adjusted with 
the difference to be due and payable on r•lay 1, 1982. 

I also advised you on February 18, 1982 that the Lessor 
had ordered new major movable equipment a considerable time 
ago as part of an on-going program and that it is expected to 
arrive at the hospital prior to the Effective Date. The cost 
of the new equipment is in the $20,000.00 to $30,000.00 range 
and will be added to Exhibit B-I (the list of major movable 
equipment being purchased by the Lessee} and the cost will be 
added to the trade accounts payable for \-rhich the Lessee will 
be responsible. 

Enclosed herewith is the non-compete side letter on which 
are the original signatures of Leslie P. Gonder, M.D., Roy 
Nicholson, M.D. and Laszlo Csatary, M.D. Another copy of that 
letter with the original signatures of all those listed except 
for doctors Gonder, Michelson and Csatary was delivered to you 
on February 11, 1982. 

With kind regards, I am 

MivU-1.: jh 
Enclosure 
cc: Laszlo N. Tauber, ~.D. 

Very truly yours, 
.,-:=:-;. /:17:-~ 

_;~'--' ;.::,_?Lc..f.;t.tf!.-/ 
Mal~olm M. Mitchell, Jr. 

Dallas Wright, Acting ~d~inistrator 
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July 21, 1992 

· Dear Investor: 

I enclosed thx-ee newspaper articles which reflect the present · 
situation in reference to Jefferson Hospital. At Jefferson, we. 
have 120 licensed beds ~ltich QaR he i:M~teasad to 158 beds ""by I 
CGrWertiDSJ privata..-rooms into semi top!'ivate atte:S. 'l'he census 
dropped. so much that the occupancy rate is as low as 1St to 30,. 
It is true that the reimbursement to hospitals has drastically . 
chanqeci in the last several years. The new regulations imposed on 
us by the Federal Government.and private insurance companies make 

· it extremely difficult to admit patients in any hospital. 

our Lease with Fairfax Hospital System ("FBS") will expire on 
Octo~er s, 2005. There are no provisions in our Lease obliqatinq 
FHS to send any patients to our facility from Fairfax Hospital. 
They have acted in good faith but were unable to persuade the 
doctors at Fairfax Hospital to chanqe their long standinq prejudice 
about Jefferson and send their overflow patients to us. 

On the other side, many of our own doctors don • t support the 
hospital as we expected them to do. I have come to the fallowinq 
conclusion after discussinq these iss~es with my colleagues, bath 
those who are actively practicing- medicine and those who have 
retired. 

We are very fortunate that we leased the Hospital rather than ~ry 
to run it ourselves or we would have been out of business a lonq 
time aqo. our immediate fear is that the Commonwealth of Virqinia 
will decide that since we don•t utilize our acute beds, we don't :. · 

J!. \, need an acute caJ:e facility and consequently revoke our Hcenete.·:"- · · 
.v~'( our physical plant, includinq the office building, is assessed at 

:.:t~ -~ approximately $3, 000, 000.) The real value is the license to operate 
· ~ .the hospital. If we loose it, we are left with a white elephant 

:'\~which would be a disaster. This is a sinqle purpose buildinq. 
~~ ~ -Although we are commercially zoned, any change to the character of 

~~ ~~ the building would require a qreat deal of investment with a very 
' doubtful outcome. 

ex. ~oy 
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I feel ~ery stronqly that this is the ti=e to take a drastic step 
and sell the Hospital. It is a well known statement that it is 
best to try to avoid gettinq into trouble. ·However, if yo~ are in 
trouble, it is extremely helpful if you are connected with a 
larger, tllore po'-ferful institution havinq equal or qreater problems 
than you do. FHS's financial statements show a profit which speaks 
for their intelligent approach in solving problems but they have 
their share of problems even J:)igqer than ours. Therefore, instead 
of fiqbting each other, we bave to join our forces and coae to a 
compromise which will be helpful. to both parties. 

After lengthy discussions with Mr. Knox Sinqleton, Chainnan of FHS, 
and his staff we agreed on a cleal which will now only requires our 
signatures. This deal is aade on mutual trust and willinqness to 
help each other. 

A larqe amount of rent will be eliminated when we sell the Hospital 
to FRS. The sales price is ~12,700,000. At the same time, we will 
J:)uy their headquarters buildinq fo~ the same amount, $12,700,000. 
FHS will occupy only one-half of the buildinq and any income 
received by FHS for sub•leasinq the other half of the buildinq will 
reduce FHs•s rental payment to us. This amoun~ could be zero if 
the economy tur.ns around and FRS is able to sub-lease the empty 
space. 

our biggest problem is evaluating how financially stranq FHS is. 
It is possible, but not likely, that this non-profit organization 
will have problems and dissolve itself only to be replaced by a nev 
entity. In this case our Lease would :be useless. This is a 
business risk that each of us must take if we decide to enter into 
the new venture. 

Yesterday I made a verbal agreement with Mr. Singleton that for 
certain consideration he is willinq to guarantee that FHS will keep 
one part of Jefferson Hospital open as an acute care facility. 
This is contingent on Jefferson maintaininCJ a minimum averaqe of JS 
patients in the acute section of the hospital. Another section of 
Jefferson, whioh will accommodate qtended care patients, will 
provide the income necessary to make this feasible. 

The ricutae tor so acute beds will be transferred to a new location 
: in the future. The real value for them is the license, not the 
· ... buildinq or the location. 

:r am tryinq to achieve a tax free exchanqe and invite some of the 
present members to join me in this new venture. If they choose to 
join the new venture, they will have the same pereentaqe interest 
in t:be new venture as they ciid in the old one. Same members of the 
old venture will not be invited to join the new venture. Their 
interest will be qiven to others who's presence is advantageous ta 
the Hospital. This decision will be made solely at my discretion 
however, I have consulted with many of the investors who understand 
my motives ana whole heartily support it • 

l) 
TAUBER 12419 
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For those whom I will not include in the new venture I want to qive 
reasonable time to find another investment, independent froJII me, in 
order to create their own tax-free exchabge. 

You are invited to participate in the same percen~aqe interest in 
the new partnership as you have in the old. Xf you wish to 
participate, please indicate your willingness by signinCJ below and 
returning tbis letter to me no later than August 1st, 1993. 

or 

You will be paid $127, ooo per lt interest in the venture. If you 
wish to delay this transaction until January 2, 1993 to give you 
time to find another investment, independent from me, in order to 
create a tax-free exchange, please indicate this below. If you 
wish ta receive the cash immec:liately upon the closinq ot the deal, 
please indicate your intent.belov. 

Delay this transaction until January 2, 1993 for the 
reasons stated above. 

Forward the funcls to me immediately upon closing the 
transaction. 

3 

TAUBER 12421 
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. .. ~ •. · . . . : .. . . . MEMORANDUM . 
•• : .. ~.-~···~-~-: :·:~··.· •• 1. ....... 

.... 
FROM: ·.· .. Laszlo N •. T~Bl?-~~'. tl·I?· . . ; 

TO: Jefferson:Me~orial Hospital Joint Venture participants 

DATE: July 24, . 1989 

. · . . ~ ·:. '.:· . ·,:; .~~~~·:;: /~~tf.::~l~/i~r Year . · 
Yearly. income .. .-... · .:/.:·\. · : ·. $1, 625, 000. oo 
Distributed to · 11 011 ·:::·-:;;~:·;_}:-•.. : .... 375,000.00 

(4th· F~oor) · ~>> ·~·:.·;~:~ ~.:;·: · .. · .;.< · 
Distributed to '"A" . .-· ... ·.-:·.· .. :.· $1,25o,·ooo.oo 

. . . . . ·. .· 

Per Month· 
$135,416.66 

31,250.00 

$104,166.66 

Per 1%/mo 

312.50 

833.33 

Group. "A" )las a yearly income of $1,250, ooo. Group "A" has 
$250 1 000. ($20,833.33 per month) held out yearly for 'expenses. 
This .leaves $~,ooo,~o0 for distribution yearlr· ·· 

.... · . ~ ;. 

Check distribution to.qroup "A" per month will be $833.33 per 1% 
per.month.· This is a~.increase from $500 per month • . . . 

• • I 

Proceeds from.liquidation of 
$3,000,000 Zero.Coupon u.s. 
Treasury Bond· · · 

cash on Hand 

$777,840.00 

122,160.00 

In order to purchase the remaining 50% of the land owned by Dr. 
Leslie . Gondor and Dr. Magdolna Iranyi, a Zero coupon u.s. 
Treasury Bond with the face amount of $500,000. is beinq kept at 
Dean Witter .Reynolds office in the name of•JMHJV. This is due on 
November 15, 2005. · 

Immediately upon receipt of th~s letter and payment, please 
return the original Promissory Note dated October 1, 1985 for the 
stock purchase.. If applicable, a copy is enclosed for your 
reference. 

Ex. <605 

..; EXHIBIT z 
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! 
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The following information concerning the tax assessm~nts was 
received from Inova. It reflects the total assessed value of the 
original Hospital building and the medical-office building located 
on King Street to be $3,934,641.14. We are not selling the land 
however !nova wants to buy it. Therefore, Inova will have the 
right of first refusal if we ever consider selling the land. !nova 
will lease the land for 99 years for $1.00 per year and they will 
pay all the taxes and insurance on the land. According to the 
zoning regulations approximately 144 parking spaces are allocated 
to the property subject for sale with the understanding that there 
is a cooperative parking arrangement for the 317 parking spaces 
located on the premises. 

There are two (2) components in the valuation of the Hospital: 

1. The Hospital building, 
2. Value of the license 

The real value of the license is unknown since !nova is unable to 
run Jefferson as an acute care Hospital. It is very doubtful that 
any other operator who would come in could be successful. 

Their hope is to transfer the acute beds to a better location, 
prcbably Franconia, plus other acute beds they ~an spare from their 
other three Hospitals plus one they are trying to purchase. 

In order.to help Inova I brought up an idea to have the tax free 
exchange between the Hospital and .the office building they acquired 
recently for their headquarters building, Cambridge Court. Since 
the price for Cambridge Court was $12,700,000, I took that figure 
and came to the conclusion that we will use the same amount in our 
valuation. In inform you of this so if anyone has any objection 
about the price of $12,700, ooo please let me know, in writing, 
wit~in 30 days. Further, please let me know if you can find a 
buyer ~ho would pay more and we would certainly considar it. 

When we buy Cambridge court, the rental payment will ce identical 
to what we receive from the lease at Jefferson Hospital less 
$75,000 per year which will be used to cover expenses which are 
part of the obligation of Jefferson• Memorial Hospital Joint 
Venture. 

Thirteen (13) years from now, according to Inova 1 s plan, it is not 
likely that they will have a license to run an acute care hospital. 
Therefore, what is left is only the Hospital Building. I propose 
that we have the right to repurchase the Hospital on October 1, 
2005 for the price reflected in the tax assessment at that time. 
Inova has the.option to purchase Ca~==:dge Court for $20,000,000 on 
October 5, 2005. 

J.APP. 4317 



These are my thoughts. I don•t make any representations that I am 
an expert, even though I have some knowledge of real estate. 
Therefore, everyone should contact their lawyers or consultants for 
assistance before making· a decision. 

My concern is that the lack of use of the acute care beds might 
result in the void of the Certificate o~ Need by the authorities. 

Naturally, if we pursue our legal ·rights, we can blame !nova for 
letting the Hospital rundown to the level we are at now. I am 
trying to avoid this as it would be a lengthy and bitter fight. 

on the other side, our purchase of Cambridge court carries some 
risk. Inova is a large non-profit organization. Last year they 
had a $40,000,000 profit which is under careful scrutiny of the 
Governor of Virginia and the IRS. We don • t know what can happen to 
Officers or the. entire corporation. It could be de-funked and: 
replaced by a new corporation. Therefore, any lease signed by 
Inova would not be valid and we would be stuck with white elephant. 
I hope that neither of my concerns will be realized but I have to 
inform you of the risk so I am not blamed for the possible, but 
unlikely problems. I would like to go ahead with the transaction 
as a tax free exchange and those not invited will be paid out in 
cash of by a Note at 8% interest for a term to be worked out with 
the individual investor·• That would make it possible to pay taxes, 
if any, since 90% of t4e sale price is subject to taxes if the 
Government does not approve the tax free exchange. In any tax free 
exchange, we lose the depreciation. Therefore any income we 
realize will be fully taxable. I will try to arrange a tax 
deferral but I cannot guarantee it. It I don•t receive an answer, 
in writing, within 15 days, I assume you will not participate in 
the new venture. If you enter into the· new venture, you have to be 
fully informed of the deal and consequences. 

As far as the Medical Office Building is concerned, we have an 
original agreement that as soon as it is feasible, we will convert 
the offices into condominiums. This is a plus for everyone. The 
condominium conversion will be done by Roger T. Scully, Esquire. 
Therefore, please direct your questions and concerns to him for 
explanation. 

Since practically none of the investors have any money in this 
venture, I would like to allocate $1,100,000 to be paid in October, 
2005 to our faithful, devoted employees who's jobs are in jeopardy 
by our action that we agree to sell the Hospital. I certainly hope 
that you approve my recommendation unanimously. I will be glad to 
show the list of the beneficiaries but I don't want to make it 
public knowledge and create problems among the employees as to why 
the amount of compensation is different for each individual. 

jmh0926.ltr 
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"':, n t t <' r c I' o r t t. h c r c :.; 11 1 t ~ 11 p n n t h c II o ~., i t :al C n r p n r"' l i n n , <." r :t c t i t.'l\ · 

c.lircctctl hr th~ <.\tn'-·l~hnld<:'r~ n·vc-r t.hc l:a~t 12 :nonth~ anc.l C:t'·rfcc.l out 
hy the Bo;ll·d nf Oirl'C.:lt':'l'~. rhc..'l'(' NCl'C' J !o><.'(Wr:at(' :lt"titin~ \ihh.:h 
,,:ere, thl.' rcd<.'tnptinn nr :Ill (:oa·noration ~tOl'k i~~uc-cl in HI7Z, the 
~·tiC of the hui ldint: :tntl 1:11HI t·o the .Joint Vl'lltatrc, the- c~t=1hl ishment 
of :'ln C'111ployct;."'~ pcn~itlll pl:tn :linn~ \dl'h incrcn~ccl' ~roup -li rc .. 
in~ur:liH;c, and the ''l'tion of COtl\"Crtin~ ~0~. or ~11 OUtStClndillf,t·~ 
~ to c k n s o r Oc ~ c mb c r 3 n , l 9 1 5 to h on d ~ • 

The inunccliatc i:am:tl.'t' or thl''-'t:" Ht~tillll~' ha~ he<.•n to incrca~c 0111' 

expense hy $2n,nnn in tht.• last(, month~. llo\~l~'Ier, the full ititpact 
''ill likclr he felt in '~'7ll, IC't •:tr. ln·c~C'Ilt. \ihat thC's" :tctiC'n~ 
m":-~n in terms nf cxp~nsc~ aucl C':l~h fi~.H·: in the months nhca~l. 1 
'.:ill trent c:-~c:h nf the .t actions scpnr:ltCl)· and then sumtn~ri.zc 
them as n pncka~c. 

I. lt!.•dt•t:apt inn t:"f t~l:: ·~tt)~J.. I~~'"': The llo•,pita 1 t·cc\ccmcd 
(," 'n ITO ~iit rc~o i'S'l n~=-k-·:1 t" •. , <i ·: Otill'r.: r ~ h arc· '' i l h I:; ~·c :t r' "~. 
intct·cst hcnrinc hf'nc.l~ ,·:duct\ :tt ·t:\hU,tlnn. The lla~pit:tl 
rc\leemcd S2~0,500 of thc~a.' hontl..; f,·l"'m pnrtncr~ of the Joint 
\'cnt11rc :1~ P~'}·mcnt for their ohti,!Cltion to the 1to~nit:1l. This 
transaction left the ll~c;~it:tl \\·ith $1l9,SOn or thi!l; 19"~ hon~t 
is~uc outstandinJ&. 'rhu~. the ~129.5nn of this honu issue ,~;11 
requ a )renrly interest expense p:l~'mcnt or $10,360. 

2. nuihlin,~ :utcl l.:llh.l f(\ .Jo;nt rcntun:: l'hc tr:lnc;a~:ti'll\ 
\~·it l;n ..-,, i:i~-.t i 'tr-.u;r··j\'r·,;\='"i"(lc:"~:-~7. ;h t n the lin~ pi l :11 
c:nr ~inl:<- fln..;pit:ll hnuc) .... \•:t.•rc.· 11~\.·d to.p:l\' the.· \'c.•n(lllt• 

ohlfJ:Iftic,n. In <'rf\'c.:r, lhi~ tr;•n~a~t'inn ha·• ;ulch.•cl ~10,1Ptll pet· 
~···:1r t:'( c~pc::nsc an"l iall·tc•.t·;c-d nnr ~a...,h rcquir~.:uu:nt~ hr that 
:amnunt. '-\in'-=r' tht.• :t~!rc•t:•at.•nt ~·.-:•~~ :1 nc-t·JH:t IC;t~C" ·1}1 C'\('Cn:~'-·s \~hich 
l.'"<i~tcrl hc..'inrt: the ~:tiC" tn the 'oint \'cuturr: continue.' :1s 
II o ~ p i t a 1 c x p c n ~c.· '!'- i n ;, d d i t i n n t o t h c S ~ o , u n n y '-' :1 r t ,F \ c a ~ c . 
q''c~tion ~eriouslv that HluC' l.n.,~~ \o~ill :1llcn., thi~ ~:;n.nnn 
lea~c pnrmcnt ns ., pnrt o( our co~t untlcr this contra~t . 

-• I 
.J 
I 
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DAVID E. MERMELSTEIN 
CERTIFIED PUBUC ACCOUNTANT 

IS97!S CONNECTICUT AVENUE 

SILVER SPRINCil, MD 20800 

Group Hospitalization, Inc. 
Washington, D.C. 20024 

Gentlemen: 

(30U 46Q-6S20 

I have examined the balance sheet of Jefferson Memorial Hospital 
Corporation as of March 31, 1982, and the related uniform income and 
expense statement for the nine months then ended. My examination was 
made in accordance with generally accepted auditing standards and 
accordingly included such test of the accounting records and such 
other procedures as I considered necessary in the circumstances. 

I have satisfied myself by adequate tests that participants of Group 
Hospitalization, Inc., are being charged the same rates for all hos­
pital services as are charged all in patients. 

In my opinion, the accompanying balance sheet and uniform income and 
expense statement present fairly the financial position of Jefferson 
Memorial Hospital Corporation at March 31, 1982, and the results of 
its operations for the nine months then ended, in conformity with 
generally accepted accounting principles applied on a consistent basis. 

I have reviewed the accompanying cost schedules and statistical data 
used therein called for under Reporting Requirements of the Hospital 
Cost Manual. These schedules have been prepared in accordance with 
instructions in the Hospital Cost Manual of the Hospital Council of 
the National Capital Areas, Inc .. , and the special requirements set 
forth in the Manual with regard to deductions and exclusions from the 
cost of services rendered participants of Group Hospitalization, Inc. 

DEM/rrc 

Silver Spring, Maryland 
October 18, 1982 

Respectfully submitted, 

D!::: !!t:::?J 
Certified Public Accountant 
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Hospjtal Council Cost Manual 

~(t:F£~StuJ M~MOIHAL Hospital 

UNIFO~t INCOME ~ EXPENSE STAT~·AENT 

For theNIH£ MDtm.r ended lliAA~N 

Inpatients 
Adults 

and 

Schedule l 
Page.~ .. 

. ,. 

Account Description Children Newborn Outpatients Others Total 

Revenue £!:2m Service ~ Patients 
Ro tine Services u 

L/.,~,. 'J37 ~ ~!"/~'! '17 .. Inpatient 
" XX XX ·.xx 

\ 1,/,lJI, 1 ~1 Outpatient 

Total o/, t,.r l;'f f7 7 ' 

Special Services 
'f/, ?-..7.-P ..t':J, ~~~- . 7olt. ~ 1)." Or>eratinB rooms 

Pos~operative recovery room I Jj F~q. ,.J'.30 lt9. ~R¢ 
Del~very rooms / 

Anesthesiology ~7/. :i>tG3 1L..r4~ J./ J' j! p ..rt 
Radiology $(jJ& zz.z ., .339. Dl~ J'40~ 79.s-
:Ra9~e~-the:t8.fJY /tiUL t.lt;\:J ~~~~ &:, l./-'-1 34~ 373 lfDia37 

--raborafofy /. ti3.S: 9' i (f.(l,_~2 /,.226.23/7 
Basal metaooi~sm "-7" 

Electrocardiology snl~S --:2 I S:-9-9l. -=-t'H~ . /~.J7'1 .133J:J'3 
ElectroencephalographY I.S:.Z6o ,.9..30 22. i9o 
P~s1.ca1 tllerapy d.S'I, ~ 7 3 I/S':IS""3 ~,,,<, 

· ·-~~~~t(·i-~r~·~~)Y therapy #7~ ": h ~~'r' 'IJ>~ 792-
BloOd bank .//(~~:; 3itY-, j/7,~1 t 

-Medicaf"ana: surgical- supplies ~~3c Zd'2. 3a,7..r9 ~'3, .. r~~ 
Pha~~~ t.~. fJ. (_~ 7 ~ 3' cF.U7 /. f27.7,.Zil._o· 
Intravenous solutions .3d. it 1 ~..s- ~ ()~~ 32&,_. z<c; 
Ambulance service .. 
·Others -(iistr ;<c;1J~<~ '- 3h.T/O 

-· -· '3 /?, •. r7.c;:): .. 
Pl 1L 11:1 CY)W"L~ ~I. '"71 e..%~~f -71,R33 I. 7 0,3 -i~$""3'"~ 

;:= A1FR.(rf-iJC'f 11, 'IY1 1./33~ 71~- $3{), ~ 9 ~· 

Total-s PEe,~'- ~eR.vtc~ s ~ .f'X'C'.~'?C(,., • ·l.~~~~ ~s- 7~6~ZZ.~ 
·~ , 

.. 
To tal gross revenue from service 

lo, ~s;, ~93 · I.:Jt.1,.1/6r: I //, 9/{,,7fr to patient J I .. .. 

J.APP. 432~ . ,-
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Hospital Council Cost Manual 

Schedule 1 
Page 2 

~EFrE.R.SiJJ M E11~RIAL Hospital 
UNIFORM INCClv1E ANn EXPENSE STATEMENT 

For theNIMiM~II1'H$ended MAif£/tJ ~ Jflt'-

Account Description· 

Deductions from Revenue 
Adjustmen~nd allowances - contracting agencies 

Group Hospitalization, Inc. 
MecM:Gal SeMce of Dr-G. l1£b1tA1~ 
~ncipaJ aia f1Peg:PB:Jm3 N'!~ 1 tA~I: 
Hospital Service Agency 
Others 

Adjustments and allowances - patients 
(excluding employees) 

Inp-atients 
Professional. 
Religious 
Charity 
others 

Outpatients 
Professional 
Religious 
Charity 
Others 

Adjustments and allowances - employees 
Inpatients 
Outpatients 

Provision for uncollectible receivables 

Total deductions from revenue 

Other Revenue Accounts 
--oe:neral contributions, donations, legacies & bequests 

Grants from community chest, foundations 

2.~'-.!1~ 
31~ J",.r n"?>,,,, 

--

13. flo; 

"'· ,,, 
3,101 
'·'q1 

and government agencies /'),. 3~3 · 
Seea:tuea SePviees (Pelaseiws ep1 y) 'A"I DJ %1'1v~S-r'ME.n-r..s 
~stricted iMQIDe from inve~:t.L-------------~-t~·-'-~-!_· 

Income transfers from temporar,y funds 
Revenue from school of nursing 
Reyenu~ telephone & telegraph service _ 
Revenue from special meals 
Revenue from rental of rooms to employees 
Beyenue from Su;Qll~~es sold:-..;:t=o~e=mp~l~o~;y~e;..;;e~s_&~o,;;:_t.::h::.::e::.::r~s--:-;---------A8...i8~0!....:... _ 
Revenue from laundry & linen sold to emplqyees & others 
Purchase (cash) discounts 
Revenue from meals sold in cafeterias 
Revenue from parking lot If 0 ~9 . 

__l.lgyenue frOIJl_~~lg___gf transcripts y, , .. / 1 · .:._ 

~R~e~v~e~nt~Je~f~r~a~m~c~o~nc~e~s~s~i~o~ns~~~~:---~~~~---------------------JUl'q . 
Others (list) bA'f cARE U!N7"C.A.. l'f,oOCl '\ ;t; &16-

l'f£/Hc,A.t. £.6 L4tA-r.oJ '·''"I 
Total other revenue accoun~ 

Total revenue 

0561H2!1P 

.,.__._,·,·. · J.APP. 4323 

Total 
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Page 3 
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Hospital 

UNIFORM INCOME ~ EXPENSE STATEMENT 

For theNI"/E MDIJ-ntsended Mttll.C.H .M._, 14182.. · 

Account Description Salaries 
& Wages 

Supplies 
& Expense 

I 

Expense Accounts I 
Total 

_General. .Service .. C.e.nt.ers _________ ~ 
J.mploye.e_health....and. we.lfal='~ . .. 'fD,1~,--. -isB.5B.$';_· -~-___;"~qg ~If~ 

_Administration and genera].___ ·:; -"~3_3_~0 I n,- 1/Xl.. l.,tls;;o~:~.. 
Collection fees paid to outside 

agencies ! .. __ ~l...~..{~i_. ') f_jJ. __ . 
_MotorJervice_ .. i ___ .. • _ _..... .. ___ .. __ -· 

Operation of plant ' I:.-:- . . _j_M/,.1jq· . _ _ _MJ~ '-='t --· 
--~~pairs and maintenance _______ ..... - ~ ''~~~-~ ! l~l/.0 1f 3o~ ____ _ 
_k~~nd;Y._.!:I:~c! _ *;in~~-~_!rVJ:C:'=-· __ ...:. . ..... . ·-- .. ____ . --t~ .. J ¥.~~3.!2... . __ _l!f_b,37 '-. . . . .... 
Ho~s~k~~_p_ing. ___________________ .. ________ . ---.--·f· ·-~1_~ .. c.oq -~-11.,Q.C~ .. 

_Q~~-t!irv an~ employee~. £~f!!~~?:!~ .. !!.~ __ re_'!_~nu_:; ___ ;_~'f.fl_D/_ .

1 

_;e.,...!.¥; .. _IJ:3.3."'1l -.. - . 
Ma~~~en!_~~~~ers~~~~- ! 
Central sterile supply and rr· ---·r----····-· ---- .. _ ... -------· -····---
~_!~tions ! 1>8,SRI ' J..(,9 OJ~ t31 '1·3 

Pharmacy I ::.· · 1 - ' ·· __ .. .;J '· 

Int~-~-s.~~~idents and -~~~ic·~:~~~cii~~~=f-=13,1!1--~ ·4U~i·· · -:·~~t~~~ 
Nurs1ng serv1ce: • 1 I I 

___Adminjs..t~ation and education ~-l.!'".Cbf fl ·-"~ 9,4 .... 11~ C31.. ...... 

___2J~:!~~!~~~rgical lJ .. ;.al."~'l • :1 g.HI-_ .. ~f2,.3!Pi. ___ ·-· 

Pediatrics 1 - ------

Nursery l · -
---~~~~~~~tric . l ~ne_~9t,.lf-!:1.1_ ---~~~. o:~..r -~--~ 
__Nurs~2 education ! -

Medical records and library 1 g 1 ~IO $" $': t.1 q --Soci~l serv~~e:---------------.1...1· ___:::~!L!,1!!..._-l-__!.l!!.. ___ ;_:..- ____ 1 . ./.~'f ---

1 
Special Service Centers I 
_Qper_{lti!!_g..E?_o_~~-----··-.... ·---------+-..:..~:...:..13 . .iJ."=--'-"""~=3 ...... 1 8l...;...;;''---..... ...J.:c.S:.IJ&~ --· 
Postoperative recovery room 1 11 g11 IJ.l.j{,l ~~_;_~; . 

Deli very rooms 1 ~ •• "'.-~? -I 
.-.l!Eff!S !_~S iol~ : 5\1 ~~1-+---~......_ 'f..,.~ a.~.. 

Salaries and fees paid to l 1 
Anes tb.es iologis tl_! I - 2. &lb, bl &. · A~ 1:. b I 6 __ 

! -, 
I 
I 
i 

lFl-54816 Rev. 3/78 

~~-~·"- ~.·~ .... · J.AP~,. 4}24 
.. -.. .... - . .. ·. -



.. 
. ": ·~ '"' ._....; 

• · ~:: Hospital Council Cost Manual 

Hospital 

UNIFORM INCOME Mm. EXPENSE STATEMENT 

For the #ltW~ M~t/7/.I.S ended MA~t..JI ~~ !jh._ 

Account Description 

Expense Accounts (continued) 
Special Service Centers 

Salaries 
& Wages 

Supplies 
& Expense 

__ Ra4i_.ol:C?8Y... __ l_~O~~tf ___ /3?-,t/O 
Salaries and fees paid to 

___ .Raci~q_J:ogis_~.§... . ............. "'_.. . . ____ ·- 'J..IOJJ!i 
__!a~j.~ -"-~-~;~~~--- t'_E_~~~lf!J£ --------~'~· oq7 r ·--~-'~1 
~-al~!~~-- a!l_~-~~-~-~- paid tC?. . _ .. _ ....... ___ ·--------· ...... . !---.:JV.~ ~ 

Schedule 1 
Page 4 

·2.~3,07'1 

.. 210, 11'1 
__ ·Lio9ol _______ 'to: 7.l'f 

Therapist Physicians 
L~~~i~~tori_________ l.at, t;~J.. ,._, '· 1~1-. ----·y:abt_((3~-~ 

F!1~~~i~!1idr6~·c;i·~~~~s to~ P:~~~~-011.1:'~~--- i";.;,-,--{:~~~~ :.. . ~f.tf~---
---Salaries-and fees paid to 
__ P_h~y~ic~-~s ·----------- ~-------!:.I..J_I/.,' _-------~f. I "l4 __ _ 
J.~Y~-~c~! -~he~~PY.: ___________ _______ f.:....1...:.&.;:.5t:J __ ,, ... _() 7..9.. ____ lJ_~~.rr? 
__ sa~~ar~~s ~~~ -~~.!..Ua~_d_t_o__!her~p~-~-~ __ 

Physicians 
.eetupiitiaual and Speech Ellerapy Et. r;. 

-·salariesaild--£ees-pai.Cf -to--'i'her a pis t:----
Physicians - II If-$' ; II I'S ···--··-------:l-.- ··-·------· .•. -. -

",·~-~~~ ... -----"'-~,:l1S ... _OXygen. (inha~-~i_on) therap~_+._2lt_J.~~~)­
-~~~~i~:~ulmonaEt_ 
Blood bank --------------------~--------- --~-~- '*P~a .. ·= 
R.Ctr!AL 

Outpatient Centers 
Emergency rooms 

-saiai-ies- ·aiiCi£ees paid to 
----~P~~I~icia~~----------

Outpatient clinics 
Salaries and fees paid to 

Physicians 

Other Accounts 
~_;eciation 

Interest 
Real es_t_a-te_an_d_p-ro_p_e_r-ty taxes .. 

· Rental_Ol_Tand and building-· 
-:parking lot expenses 

1Fl-S4al7 Rev. 3{78 

... : .. 

u,, 1&1o ______ l:;....:L1_'f1) __ 

,,~,_Ill./, 113.2.10 ~1-'3 .•. 3-r{ __ 

--~~~ .•. 7.(2.. •- ---~~L7('-. 

-----· -------
·- _._, ___ .. :. ,·. 

·.:·.~-~ . 
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UNIFORM INCOME. AND EXPENSE STATEMENT 

For the fllr/C l!f~,.f'nlS ended MA~ t.JI A.,L, ~ 

Schedule 1 
Page 5 

Salaries I Supplies 
Account Description & Wages & Expense 

Expense Accounts (continued) 
Other Accounts 

Fund raising expense 
Organized research 

1 

Gift shop 

Total 

Fed~~~ and state taxes on inc~e --· __ ·---~------t--

f;DOO!JitU..~---------- ---·--i -·-·----r 1i,?h :---+-- 18, !JJ 
Total expense .,, D 3i ./2..!' l .{, 1 {f/, t {u ,, 1 q!. q '.{ 

Net income for period 

Patient days: (Census Basis) 
Medical-Surgical 
Obstetrics 
Pediatrics 
Nursery .;. 2 
ICU-CCU 
Psychiatric 
Extended care 
Total 

ER Visits - note 

Clinic visits - note 

NOTE - Private out patient visits should not be included. 

lFl-54818 Rev. 3/78 

i 
I q38,11H 
I 

i 
.I 
! 
I 
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~{r:~E"il.!~tl M{MORIPL.Hospi tal 

BALANCE SHEET 

General fund assets 
Cash 
Accounts and notes receivable 

ASSETS 

Less Allowances for uncollectible accounts 
fJ"fJ.I ( 1\ II..£~'-1'1 A&.E S 
Inventory - supplies (at cost) 
Prepaid expenses 
Due from other funds 

Total 

Temporary fund assets 
GQ&h a C~j WIJJ.. . 

Investments 
Accrued interest receivable 

Total 

Endowment fund assets 
Cash 
Investments 

Total 

Plant fund assets 
~ 1....£A$EI40&..I:) "':t:.iVCPAot/(lltr;:tH.S 
Buildings 
Fixed Equipment 
Major Movable Equipment 
Minor Equipment (non-depreciable) (at cost) 

Total 

Less accumulated depreciation 

Assets restricted for replacement and 
improvement or plant 

Total plant fund assets 

Grand Total 

1Fl·54822 Rov. 3(78 

.:~· ,· ·.' .. : .. ~ 

·''·'.li~J < ·5'5"1, '10 3) 

aoe.1~1 

'"'· Y83 1~.D3'1 

I , l. ?J 3. t, I I# 

<,q,,'7'11) 

Schedule 2 
Page 1 

$ 2_032. 1'1- 9 . 
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General fund liabilities 

;([~(fi.!~J ~(MOI(IAL Hospital 

BAlANCE~ 

As at MAACIJ 31 , J&Jg;,. 

LIABIUTiEs AND FUN' --; 

• 

Schedule 2 
Page 2 

~C_C2WltS .. P~J:?~:.::e=-----------------------=~-o_S.JiJ .. 
Notes and loans payable 
Salaries, wages and fees payable 
Withholding· taxes payable 
Social security taxes payable 

___Ac_c:ru.~d .. ~!!.Il$e$._ ·---------=----....:3~1 q l.C, 
J.)efaiiPSd=!:Beeme ACG~..C£6 t.~APDAA"n "Z.Nt.IJMC. ~A]C~S ·a~ I 01LJ 
Due to other funds 

General fund 

Total 

Temporary fund 
Due to other funds 
Temporary funds 

Total 

Endowment and other invested funds 

Principal 
For general purposes 

Donated 
Created b.y Governing Board 

For restricted purposes - Donated 

Total 

Plant fund liabilities and capital 
Bonds payable 

J;to± bgage:s. :13~\;J:e tl..9-:t(.; ___ ffl1 ~ ~~~ __ .. _ 
Plant fund capital 
Reserve ~or plant improvements 

and expansion 

Total plant fund liabilities and capital 

Grand Total 

1Fl-544J19 Rev. 3{18 

. ·. ~ ~-
. . . . J.APP. 4328 
..... ;· :" .:... . .: 

5'1~ g-Jo 
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Inpatient~ 
(Discharge Basis) 

Bed Capacity 

Admissions ~01~ 
' . Discharges !. 9!2. . 

Patient Days !~.' ;o 

Bed Capacity 

Admissions 
. Discharges 

Patient Days 

~d Capacity 

Admissions 
.Discharges 
Patient Days 

Bed Capacity 

Admissions 
Discharges 
Patient Days 

Bed Capacity 1"'0 

Admissions 
~ Discharges 

.Patient Days 

Patient Days 
.C Census Basis) 

·- dical - Surgical 
~~t.\4 

·, Pediatric 
} Newborn 

3{FFt.Aso,./ MEMCAIAL Hospital 

UNIFORM STATISTICAL DATA ~ 

For the month ending """/tell J/, I'll" 

G. H. I. 
lll3 
II ~I 

8'+1, 

G.H.I. 

G.H.I. 

G. H. I. 

G. H. I. 

' 

Medical-Surgical 

Medicare 
i l..l 
ill 

ill./ 

Obstetric 

Comm. Ins. Medicare 

Pediatrics 

Comm. Ins. Medicare 

Newborn 

Comm. Ins. Medicare 

Total (excl. Newborn) 

Comm. Ins. Medicare 

____ ) 

Patient Guar. 

Patient Guar. 

Patient Guar. 

Patient Guar. 

Patient Guar. 

Total (excl. Newborn) 
0561H7I6P 

( 3 0 3llf ) 

Schedule 3 
Page 1 

,..,c61~10 

Ind:iges~ 

.r'IS" 
~f/1/ 

y:'!C,f 

Indigent 

Indigent 

Indigent 

Indigent 

J.APP. 4329 · 
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Outpatient Data 

Emergency Room 
Clinic 
Private Ambulator,y 
Total 

Employees 

Full-time 
Full-time equivalent 
Total 

0561HSI1P 

UNIFORM STATISTICAL DATA SHEET 
(Continued-)- --

Visits 

Schedule 3 
Page 2 

Occasions of Service 

t, b II 
IJ,3,C 

12., 971 

Number 

330.1 

J.APP. 4330 



Hospital Council Cost Monuol It 

1 2 3 A 

L TOTAL COSTS 

I (raou REA\.£ 

N 
ACCOUNT COST DEPRECIATION INTEREST A .. 

SCHCOULC a PROPER1 E COLUMN 101 

SPECIAL SERVICE CENTERS 
18 Operating Rooms b 'J,J 'II 
19 Postoperative Recovery Room I ... ":!.:: ..;)'I 
20 Delivery Roon~s 

21 Anesthesiology .. :'::o:.; dOt? 
22 Radiology J,:. ;_- 9 /f)... 
23 Radiology· Therapy C?1_6'7C. 
24 Laboratory (,. ~ .... :.-. I q I . 
25 Basal Metabolism 
26 E lectrocardiology l~cP 073 
27 E lectroencepha lographv _iJ./. /~!) 
28 Physical Therapy _::}_ 77 C.3;-
29 Occupational Therapy 

30 Oxvaen (Inhalation) Therapy .; i I k :.1~ 
31 Blood Bcnlc 7.S 9 o:;.. 
32 Medical 'lnd Surgical Supplies· Special _, C)() _9_;;,._ ,.p 
33 Pharmacy • Special .6- itS _r_, 9 
34 Intravenous Solutions . 
35 Ambulance Service 
36 Others (List) xr: ,J;;:,. -'·' 7()9 
37 

) 38 

39 
40 

IM-PATIENT CENTERS 
41A In-Patients -Non-obstetrical 

• J -:.• I •, !~I ~·· !Cio.', ..:.... 
418 In-Patients - Obstetrical 

42 Newborn (Nursery) 

OUT-PATIENT CENTERS 

43 Emergency Rooms ~f(it.~ RJ-~ 
44 Out-Patient Clinics 
45 Private Ambulatory 

OTHER ACCOUNTS 

46 Depreciation XXX XXX XXX 
47 Interest XXX XXX XX) 
48 Real €state and Property Taxes X X X XXX I XXX 
49 Rental of Land and Buildings XXX XXX X X X 

50 Parking Lot Expenses XXX 
St Fund Raising Expense i XXX 
52 Organized Research and Medical Education XXX 
53 Coffee Shop, Gift Shop, Etc. X X X I 
54 Federal and State Taxes on Income XXX XXX X X X 

ss Collection Fees paid to Outside Agencies c:.: oj"'J3 XXX XXX I XXX 

) 56 Others (List) XXX 
57 XXX ! 
58 XXX 

I 
l 

0822ADAA16E41 

.. 
-~P.4331 : :~· 
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: 

. 

I 
I 
I 
I 

i -

~. 

3 

EST 

XXX 
XXX 

i 
'4 

REAL ESTI 
ANO 

PROPERTY T 

XXX 
XXX 

XXX XXX 
XXX XXX 
XXX 
XXX I 

XXX 
XXX 
XXX XXX 
XXX XXX 
XXX 
·xx 
. X X 

------------Hospital 
DISTRIBUTION OF SPECIAL AND PATIENT CENTERS AND OTHER ACCOUNTS 

s 

RENTAL OF 
LAND AND 
BUILDINGS 

.XXX 
XXX 
XXX 
XXX 

XXX 
XXX 

For the Year ended --, 19 __ 

6 

COSTS 
FOR FINAL 

DISTRIBUTION 

":J I~ U"'\ I 
~,t-,. (1',._ 

7·A 7·8 8 

IN-PATIENTS 

IN·PATIENTS 
(ADULT AND IN-PATIENTS 
CHILDREN) 

NEWBORN 

(MON.OOSTt:TRIC:AL) (OOSTt:TitiC:AL) 

&:,1./o II I 

7 !JSb 77! 1. 

9 

EMERGENCY 

l 
(.SI 7/:l I. 

J.APP. 4332 

10 

OUT·PAriE 

CLINICS 

i! 
It 

ii 
I 
i 
I 
I 

p 
A 



-·---·---. ·------

i COST SCHEDULE c 

,.,..., ..... ,~ ,. 
10 11 12 13 14 

' : j EXCLUDED 
....... .,;..r OUT•PAriEMTS COSTS AND NON-PATIENT COSTS AND SERVICES L 

SERVICES I 
PRIVATE I GROUP N 

-AERGENCY CLINICS AMBUL.A• TOTAL. HOSPITALIZATION DESCRIPTION AMOUNT E TORY INC.) 

.:--c2 .roo 18 

c. 9rFJ 19 
! 20 

~- D f.t:,i i ~ '-1-f ~s-1 21 
j ~"5"74-~ 22 

! 97,?~ 23 

~ '~ I 9/ 24 
25 

I I'~ 073 26 
I ~ L1 I R~ 27 

!7 ~u' I 28 
I 29 

/ J.'66 I :~- -., ~· .s c"l 30 
.;J.~f I 31 

";"/ ~;::. a I 32 
_4 9 7/ I 33 

I 34 
35 
36 
37 

I 38 
; 

I 39 
~. 

I 40 

: 
I 
I 

41A 
I 418 

I 42 

I 

.d:..'" D77 43 
i : 44 

I i 45 

I 
I 
i 46 

47 

48 
49 
50 

i 51 

; 52 
53 
54 

' c ., .r~~· 55 -- ,. """t.'-. ,-.:; 

! 56 -- 57 
58 

'SI 71:1 
1 

59 ! 17~/.lt~ 

J.APP.4333 
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}lk Jtln!d ri L HOSPITAL 

PAGE 2 

~/EF_EI.~Dt.l 
COMPUTATION OF THE PER DIEM COST FOR GROUP HOSPITALIZATION, INC. 

FOR THE YEAR ENDED MA2ftt. 31 ,19~ 
1 2 3 

L. 
IN-PATIENT CENTERS 

I ADUL. T AND IN· 
N CHIL.DREN PATIENTS 

NEWBORN 

E 
ICOL.. 7-A-CS.C I ICOL. 7-B-CS-C I CCOL. 8-CS.CI 

ll'fOIII•OitS TE T"IC ALI (08STETAI(AL.I 

COST OF GHI COVERED SERVICES PER COST SCHEDULE C 

ROUTINE CARE 

41 In-Patients 4 ~leJ I J.J 
42 Newborn (Nursery) 

SPECIAL SERVICES 

18 Operating Rooms 'lfCJ Ill 
19 Postoperative Recovery Room 11 r ..:~t?tJ 
20 Delivery Rooms 

21 Anesthesiology (Materials only} .5 .J !-i 4'2_ 
28 Physical Therapy J _'j(} Jl;l_ 
30 Oxygen (Inhalation} Therapy ~ 71 J'76 
31 Blood Banlc (excluding blood ond plasma} 7.r~7~ 
32 Medical and Surgical Supplies - Special ~391~1 
33 Pharmacy - Special "¥~ nt~ 1- -
34 Intravenous Solutions 

~ IS/')It i- /9 7tJ9 
cf11e,2(, R, 'JR 1'31 , . 

59 Total cost of covered services 

60 ~dd: Distribution of Newbom Cost 

A. Newborn perdiem cost = newborn cost 

(Line 59, Col. 3) $ .;. newborn days 

~ . = $ 
8. Newborn days during mothers . sray 

x per diem S = XXX XXX 
c. Newborn cost after mothers' discharge 

(line 59, Col. 3 minus Line B, Col. 2) = XXX XXX 

61 Combined cost of GHI covered services (Lines 59 + 60) !? t:Jfb 111 XXX 
62 Patient days '/ ..:?tJ:33~ XXX 

63 Newborn days occurring a her mothers' discharge - XXX XXX 
64 Total patient days (Line 62 + 63) ~0 .E3'1 XXX 
65 Average Per Diem Cost of Participonrs of GHI 

~3J,6f!. (Line 61 .;. Line 04} XXX 

1Fl·54127 • 2F Rov. 3(78 .. ..: . . ··.ZL.:···. J.APP. 4334 
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ADJUSTMENT OF EXPENSE 

COlT ICHEDULC A 
... $ 

&. 
I 
N 
c 

ACCOUNT 

For ~:~~ld _M ...... A,.A.~e~ll;.;._ ___ _ ..3L_ • 19l.!_ 
1 2 3 4 5 8 7 
C.XP'ENSES PER UNIFORM ADJUSTMENTS 

INCOMe AND AD.IUSTCO 

t--=::::::"C::.X;-PC'T(:"i:.i::!;'i:::~:;:;i")C-,M-C-N-T--f--T-R-A-N'TI-P'E-It-·-+•.:,:::-::.::;:.:,:":::,::,.~c-1• c.x;::ICI 
•a~•••• ..,~ .... ,.. DISTRI.UTION 

L 
I 
N 
c 

• " A- 'WO'fA&. - OCOUCT OCOUCT 

f~ G~J?RAL SERVICE C@tTEIU[·~~ _, • ' ~~ i·~·. ·~~~,... :~~~ .. :: -·.. . .. ··-- _., 
1 

2 
2a Motor Service XXX 2a 
3 Operation of Plant 1S'I '-711- :JS/.11t# ~30 U'l J 2..1 J 12~ 3 

Repairs and Maintenance /£1.9"'- lb JIJO 17'1.30" f1tl 30:1- 4 4 
5 Laundry and Linen Service ""-· 1&1l. :J~. b~O 1 f#b. 311 J "#/,, 3 7 :l 5 
6 Housekeeping 1?1 tJtl'i ,,, tHl4 ~tfi /7~ 5"/J 6 
7 

8 Employees C8feterta XXX XXX XXX .!1 U 1 .(1 it, • .I 8 
9 Maintenance of Personnel 9 

10 Medical and Surgical Supplies 1./.1.!"7 .f/l. 1-/.f? rJ 10 
11 

12 Pharmacy .MB. lt1'i $18 109 ~-,.g 0 12 
13 Interns and Residents I'! 1r1 111 ''' 1'1 ~¥3 5'-1.8&1 I(~. 1,/,/,) '-~0 /~ 13 
14 Nursing Service I?,)..I!J.-' _l.f,I.Sot. 2.13'1 I.J.ol ll 1,~! J ~ 11~ 14 14 
15 Nursing Education 15 
.16 MecUcal Records and Library t1 f.IO 1~ S"-" fi1.13!.f. I( ¥.5"'iif Y~ S'lo 16 
"17 Social Service ~"'7 {.lo/l# 21 h'fl+ 17 
I' <;pECfALSERVICECENTERS: · :-:.:·r--~~ ~-·:··-~..i."':i:' ~~~.;;~ -~,;.:-_~:; ~:--~ ... - ~·-:.r~s.:..: -~.·-· ~;:.~~-~.:;.:'··?""';·- .,.,~ l peratlng Rooms 2.7~ R31t 131 R~~ 15'ft~l,#,1. ~C2S.~ •• tl~ ""f~O 310 18 
19 Postoperative Recovery Room 11.g11 111 3C,/ ito ~~2. g~ ~~:t 19 
20 Delivery Rooms 20 
21 Anesthesiology 1301.11~ 301 n3 21 11.'-S 1/0 '21k c ~~ 
22 Radiology. /30 lM 13'1-l..Cf'-9 "173 19_1 22 [q~ ?g'f' ~1~ 1,9~ ?:!.!'"f • ,., 
23 .,..T tJI.f'!:..:AR Ml:Jltt/H( /If «JQ1 {pi on t/JIJO 23" 

. 
' RJ I 0 

24 Laboratory Q.3 (:, ql' .3o7. 12. CJ .C"#&I.. ObS 24 1/3 q8~J l.~S'il' 1\10 J.j :q, 
25 I' 

26 :{:2.1.'101' /3ri 31:,1 Etectrocardlotogy n~css .,. £t!UO 5~ Cf14 101 l.qg JS'4.-J..7'+ 26 
1:1 "l'l'Jb .21 ll-4 Electroencephalography 1 1 1 8 8 1 1 1 Rg 27 

28 .! lf.i'fJ !:>~.r. &t/1 Physical Therapy q7 Sli ltl...BY.S' ~10 3~~ 28 
29 Occupational Therapy 

30 Oxygen (Inhalation) Therapy T ,OW 1.11o,J1c~ 
31 Blood Bank 

32 Medical and Surgical Supplies - Special 

33 Pharmacy - Special 

34 Intravenous Solutions 

35 Ambulance Service 

36 Others (List) R~I/Al. biAJ...VISIS 
37 

38 
39 
40 

t· lft.PAllEHT 
~1 A In-Patients - Non-obstetrical 

41 Patients - Obstetrical 
'42 .. dwbom (Nursery) 

:·. OUT~ATI~ .• ~.! :-::;..~ .!f::::-.~~ 

43 Emergency Rooms 

44 Out-Patient Clinics 
45 Private Ambulatory 

XXX 
XXX 

XXX 
XXX 
XXX 

S'o 103 5'0.103 10 88'1 
XXX XXX XXX 
XXX XXX XXX 

XXX 
XXX 
XXX 

XXX 
XXX 
XXX 

46 Depreciation XXX 121./R M2. ~l.lR.3q2. 714'+ 
47 tlnte!'est XXX 1.1.7 1£~ "i i IS~ 
.ts Re:1t E~ta:e and Propeny Taxes XXX 1 10.~~(, 1 tO q3' 
49 Rental of Land and Buildings XXX ~bfl_ #.33 l*'q 11-3.3 
50 f:arltlng Lot Expense 

51 Fund Raising Expense 

52 Organized Research & Medical Education 
53 Coffee Shop, Gift Shop, Etc. 

Sod ·deral and State Taxes on Income XXX 
55 .JIIection Fees ?aid to Outside Agencies . XXX 
56 Others (List) G;oo.bWIL.L. 
57 
58 

59 TOTALS 

XXX 
XXX 

XXX 
XXX 

XXX 
XXX 

1~.1~0 

XXX 
XXX 

29 
30 
31. 

32 
33 
34 
35 
38 

37 
38 
39 
40 

41A 
418 

42 

111~ i3lf 43 
44 

45 

.... -~ ~~~~1f~~~ 

8 !"33) 

XXX .so 
51 
52 
53 
54 

(:,2 Sll :s 

57 
58 

J.APP. 4335 
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. .... ~: .. ADJUSTED OEPRECIA- ·• :. ·_.,.II'".IO,N~I'"-~ • ~ . ...-~ ~-- · ..... L 
I 
N 
E 

EXPENSES TION, EMPLOYEE .... -

I 

... · .. 

ACCOUNT FOR INTEREST, HEALTH AND TRATION 
DISTRIBUTION RENTALS AND WELFARE AND GENERA~ 

TAXES -· · ··~ 

o. Statistical Units XXX 
b. Amounts to be Distributed XXX 

PIIOM COa'r IICMoA 
COI.UWII 7 

GENERAL SERVICE CENTERS .,. •. ~ 1·~., ·: ·-~· :j j ... :. X XlX· .. ::~t· X··'\XTX• '· 

~~~~Em~p~IO~Y~H~H~o~o~lt~h~~~d~W~e~lf~~~--------------··--------fr-;~~!~1-~~~~+---~~/~lz;~~~~~~~--~~~~ 
. .'~!-.=::. 2 Administration and General - 1._0 J 320 · UA ~( £[(~ X X X 

. ·;~·~-· 3 Operation of Plant .l.' /2 3 J iiJ ~(!, 1 ~C 2.11' 
:;F~;~=~ • Repairs and Maintenance I"' 30A. /3 "1 :J...fa ~ ~n 
:::.~~:~ S Laundry and Linen Service ' JI,J 37J. :•" J 19 ff .:fLo 

6 Housekeeping , .. '51/ /. ~ I ~0.: 

c 

/ 

8 Employ"s Cofeterio J' {,~/ ~ I lQlla I 0 :21< 
9 Moinlenonco of Personnel 

10 Medical and Surgical Supplies 

" Central Sterile Supply 

12 Phormocy 

13 lnt'!ms and Rosidsnts 

Nursing Service 

15 Nursing Education 

16 Medical Records and Library 
17 Social Service 

SPECIAL SERVICE CENTERS 

18 Oc.erotino Rooms 
19 Postoperative Recovery Room 

20 Delivery Rooms 
21 Anesthesiology 

22 Radiology 

23 Aodtolooy • TheraDY /II '.JC . M /; n. 
25 Bosol Metabolism 

26 Electrocordioloov 
27 Electrosnccphalogrophy 

28 Physical Therapy 

29 Occupational Theropy 
30 Oaygen (lnholorionlTheropy _., PsH M 0 iflt f.V 
31 Blood Bonk 

32 Medical end Suroicol SuDplics • Special 

33 Phormocy • Special 

34 lntrovenous Solutions 

35 Ambulance Service 

36 Others (List) .. lh:JJ~L )l/AL.YJiS 
37 
38 
39 

•o 

41A 

41B 
42 

I~PA.TIEMT CENTERS 

ln•Paticnts - Non•obstarricol 

In-Patients - Obstetricol 

Newborn (Nursery) 

OTHER ACCOUNTS 

47 Interest 

48 Reol Estate and Pro11erty Toxos 

49 Rental of Lend and Buildinos 

SO Porkino Lot Ex,.nses 

51 Fund Roisino Expense 

S2 Orgoni 1ed Reseorch ond Medicol Educorion 

S3 Coffee Sh~U~, Gilt Shop, etc. 

Federol and State Taxes on Income 

ss Collection Fees Paid to Ouhidc Aacncies 

56 Others (List) 

57 

SB 

59 <· Talals 

I'··-
XXX 

/j • j 2 
J.'t ,_:u ·I 'IIJO . 

~.,. I. b 

RJoo I& 413 

•·· . . • , ·t ...... ..... 

~~-~~ _!f').o 3io 

a ~oo 
1/l q~ 

· I '713 

'o'iql -,,~ 707T I 0 R1? 
XXX XXX XXX XXX 
XXX XXX XXX XXX 

I~ 1'fo 

X X X '-.10 ..(8&/-
XXX lXX XXX 

X X X ·-: -·"" ·.--.,.· . · 

XXX 

. t: ,. 
XXX 3o"- 7ll:. 

J3o 'J.tfx lt.XX XXX XXX 

XXX XXX XXX 
XXX X X x· XXX 

XXX XXX XXX XXX 

t. 

XXX XXX 

·X X X X X X ·-
I ..•. 

.~;~..:~~~ 
~·.,. .•..: .. - -. 
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XXX 
XXX 
XXX 
XXX 

X X X XXX 
XXX XXX XXX 

ll 3!.( £. cf?J /:1'1 

!· --•• . ·-·· 
::~· . 
X iuc' __ ::.. X lt It XXX XXX 

XXX X X X XXX XXX 

XXX XXX XXX xx.x 
XXX XXX XXX X X X 
XXX X X X XXX XXX 

.. -t·. 

X X X XXX 
If"!\ X X X XXX 

XXX XXX 
XXX XXX 
XXX XXX 

XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
X X X 
XXX 
XXX 

XXX XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

":XX XXX 
XXX XXX 
XXX XXX 
XXX XXX 
XXX XXX 

X X X 

XXX 
XXX 

XXX XXX 
XXX XXX 

X X X 

X X X 

XXX 

I 

XXX 
XXX 
XXX 
XXX 

·X X X 
XXX 
XXX 
XXX 

XXX 

XXX 
X X X 

XXX 

X X X 
XXX 
XXX 
XXX 
XXX 

XXX 
XXX 

MAIN TEN AN 
OIF 

PERSONNE 

XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

XXX 
XXX 

XXX 
X X X 

::xx 
XXX 
XXX 
XXX 
XXX 

XXX 
XXX 

10 
.. 

MEDICAL c AND 
SURGICAL s 
SUPPLIES 

.. 
·J5fee-e-r '!! 
S!S.bS.S ., 

I 
I 
I XXX ) I 

I XXX ) 

l XXX ) 

! XXX ) 

I XXX ) 

I XXX ) 

! XXX ) 

I XXX ) 

1 XXX ) 

XXX ) 

XXX ) 

XXX 
XXX ) 

XXX 
XXX 
XXX 
XXX 

XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
X X X 
XXX 
XXX 
X X X 
X X X 
X X X 

5'-.R l....i.I /. 
XXX X 
XXX 
X X X 

X X X 
XXX 
XXX 
X X X 
X X X 

XXX 
XXX 

X X X 

XXX X 
XXX X 
X X X X 
XXX X 
XXX X 
XXX 
X X X 
X X X 

I XXX X 
I XXX 

XXX 
X X X 

X X X 



MEDICAL 
AND 
tGICAL 

.. ..tPPLIES 

XXX 
XXX 
XXX 

_X X X 
XXX 
XXX 
XXX 
XXX 
xxx_ 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

_X X X 

X X 
1- ._X X 

X X X 
XXX 
XXX 

_X x_ X 
XXX 
XXX 
XXX 
XXX 

_!_!_X 

XXX 
XXX 

_!_!_X 

_!_!__X 
XXX 
~__x X 

XXX 

XXX 
XXX 

_!_X X 

11 

CENTRAL 
STERI:..E 
SUPP~'W' 

XXX 
XXX 
X X X. 
XXX 
XXX 

XXX 
XXX 
X XX! 
XXX 
XXX 

! 

I 
I 

12 

PHARMACY 

XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
X X X 
XXX 

:SlD l~,q~R 
lo~ 

J ?l.,,&t 
• Jl21j :l!l 

I 

~· 10~ 
: 

/!:;.. !'7.3 X X X 

I 

13 

INTERNS 
AND 

RESIDENTS 

XXX 
XXX 
X X X ' 
XXX 
XXX 
x x_x 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

X X X 

XXX 

14 

NURSING 
SERVICE 

XXX 
XX_! 
)(_X X 
XXX 
XXX 
XXX 
XXX 

_x_l_!_ 
XXX 
XXX 
XXX 
X X X 
XXX 
X X_ X 

XXX 
XXX 

XXX 
XXX 

_!X X 
X _X x_ 
X X X 

XXX 
XXX 
XXX 
X X X 
XXX 
XXX 
XXX 

XXX 
XXX 
x~_x 

XXX 
XXX 

X X X 
_!_!_X 
XXX 
XXX 
XXX 

XXX 
XXX 

x_xx 

IS 

NURSING 
EDUCATION 

-
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

XXX 
XXX 

16 

MEDICAL 
RECORDS 

AND LIBRARY 

17 

SOCIAL 
SERVICE 

18 

TOTAL COSTS L 

c'::T I 
SCM&OU'& C N 
co,uw• U E 

\00 .. (0 \0070 X X X a. 

l'f3 ~Lf I &.J ~ _r,rt:, X X X b. 

XXX 
XXX 
XXX 
x·x x 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

X X X 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XX X 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

_x X·X 
XXX 
XXX 
XXX 
XXX 
XXX 

X X X 

XXX 
X X X 

XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 

XXX I 

XXX 2 

XXX 3 
XXX 4 

XXX s 
XXX 6 

XXX 7 
XXX 8 
XXX 9 
XXX 10 

XXX II 
XXX 12 

XXX 13 
XXX 14 
X X_~ IS 

XXX 16 : 

XXX 17 I 

b'llt:./1 18 ~'·· 
11l '2.&1 -!~ :;~.; 

~o.~ '!taR 21 

2S 

1~8 073 26 
l&.J Ro 21 !1,.., t., -~!' 28 

29 

~~~ ~.~ 30 
ii cJn~ 31 

34 

JS 

37 
38 

39 

40 

418 

XXX XXX 42 

• 44 

4S 

XXX XXX XXX XXX XXX XXX XXX XXX 46 
_X X X X X X' X X X X X X ~__)( X X X X X X X X X X 47 
_ X X X X X X. X X X X X X X X X X X X X X X X X X 48 
X X X X X X X X X X X X X X X X X X X X X X X X 49 
X X X X X x. X X X X X X X X X X X X X X X X X X SO 

_!_!_X ' XXX XXX XXX XXX XXX Sl 

~ x_x __ x~--~~--~----~~-xx_x __ ~--x~x~x~~~x~x~x--~~x~x~x--+--~xx~x~~·------~S~2 
XX XXX _!_!_~ XXX XXX XltX 53 

!--~XX XXX XXX !_!_!_ XXX XXX XXX XXX 54 
_!_! X X X X X X X X X X X X X X X X X X X X X X ~ ~ S'q~ SS 
XXX XXX XXX XXX XXX XXX 56 

. X X X _!_!_! X X X X X X X X X X X X S7 
XXX XXX XXX XXX XXX XXX SS 

<'l.~ L r_( I 1/_ r·uJ 1 ~"- 1 • ~! ... ::~:~ .2.0"=' .'l -..~ .,.11'!'-'1.\ .• l.t- _....__ •. •·· _ ... ,........ ·.,;~ 

"'lot\""*~'_~_ I ,..., 'I 1'1K' ·1 



556 

1 THE COURT: May Professor Dooley be excused? 

2 All right, thank you. You are free to go or you 

3 may stay in the courtroom if you like. 

4 (Witness excused.) 

5 THE COURT: Please come forward to the witness 

6 stand over here, sir. 

7 Whereupon, 

8 ROBERT E. WILSON 

9 was called for examination by counsel for Complainant, and, 

10 after having been first duly sworn, was examined and 

11 testified as follows: 

12 DIRECT EXAMINATION 

13 BY MR. FOX: 

14 Q. Good morning, Mr. Wilson. 

15 A. Good morning. 

16 Q. Would you state for the Court your full name? 

17 A. Robert E. Wilson. 

18 Q. Mr. Wilson, by whom are you employed? 

19 A. Arthur Anderson. 

20 Q. And Arthur Anderson is what? 

21 A. Arthur Anderson is a public accounting and 

22 consulting firm. 

23 Q. And you are located in which office, sir? 

\ 
) 
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1 examined and testified as follows: 

2 DIRECT EXAMINATION 

3 BY MR. FOX: 

4 Q. 

5 Wilson? 

6 

7 

A 

Q. 

8 correct? 

9 

10 

A 

Q. 

Mr. Wilson, for the record, you are Robert 

Yes. 

You testified in this case in 1996; is that 

Yes, I did. 

And at that time Judge Swersky accepted your 

11 qualifications as a Certified Public Accountant? 

12 

13 

14 

15 

16 

17 

A. 

Q. 

A 

Q. 

A 

Q. 

Yes. 

Do you recall that? 

Yes, I do. 

Are you still engaged in that profession? 

Yes, I am. 

Does your engagement in that profession still 

18 have a concentrated focus on the health care industry 

19 including for-profit and not-for-profit hospitals? 

20 

21 

A Yes, it does. 

MR. FOX: Your Honor, I would submit that Mr. 

22 Wilson remains as qualified in the prior testimony. 

23 THE COURT: Does counsel wish to inquire? 

PLATT & DAWSON, INC. (703) 591-0007 
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1 MR. CHOCKLEY: No. I think his qualifications 

2 were accepted and you permitted him to testify. 

3 THE COURT: All right. Go ahead, Mr. Fox. 

4 BY MR. FOX: 

5 Q. Mr. Wilson, are you here today to contradict any 

6 testimony that you offered previously? 

7 A. No, I'm not. 

8 Q. And you do reaffirm that testimony? 

9 A Yes, I do. 

10 Q. Mr. Wilson, with respect to your earlier 

11 testimony, you did testify concerning the financial results 

12 achieved by Jefferson Memorial Hospital. Do you recall 

13 that? 

14 A Yes, I do. 

15 Q. Let me direct your attention to what is now 

16 marked as Exhibit 611. It's a two-part series. Do you 

17 recall that exhibit? 

18 A Yes, I do. 

19 Q. And do you recall the second page of that 

20 exhibit? 

21 A Yes, I do. 

22 Q. And I don't believe this was admitted before but 

23 you testified concerning the net income results of 
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1 Jefferson. Do you recall? 

2 A Yes, I do. 

3 Q. Now, just recollecting, what did you find in 

4 terms of the history of the net income results of Jefferson 

5 Hospital? 

6 A. What I found was that, understandably, in the 

7 first year or so of operation of the Hospital that it 

8 operated at an operating deficit but that quickly in its 

9 history it moved to a position of profitability and except 

10 for one year, which I believe was 1959, exhibited net 

11 income throughout its history through 1975. 

12 Q. Okay. Directing your attention to part two of 

13 Complainant's Exhibit 611, did you make an effort to chart 

14 both the revenue and the net income growth? 

15 A Yes, we did. 

16 Q. What did you find there? 

17 A. The revenue growth of the hospital rose 

18 dramatically each year, virtually each year throughout its 

19 early history. 

20 Q. Is that the left part? 

21 A. It's the left part. You can see almost a 

22 straight-line upward trend in revenues, amounts charged to 

23 patients and insurers. Net income was mixed, but still, as 
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1 I mentioned previously, except for two years was in a 

2 profitable position throughout that first ten years of its 

3 history. 

4 Q. Okay. Now, let me ask you, in terms of the 

5 financial statements that you reviewed, were you able to 

6 tell whether those statements plus the tax returns were the 

7 financial results of Jefferson post-revocation of the 

8 501(c)(3) exemption or the pre-- when the 501(c)(3) was in 

9 full force and effect? 

10 A. The net results for operating from 1972 forward 

11 were after revocation of the tax exempt status. 

12 Q. With respect to the tax returns, did you find 

13 that they were in fact amended returns that reflected 

14 payment of tax? 

15 A. They went back in time retroactively and 

16 reflected tax payments. 

17 Q. Now, but for the revocation of the 501(c)(3) 

18 exemption, are you able to tell Judge Swersky how the 

19 revocation affected the financial performance of Jefferson 

20 Hospital? 

21 A. The most obvious impact would be of course that 

22 the Hospital began having to pay taxes and that had of 

23 course a direct impact on the Hospital bottom-line each 

PLATT & DAWSON, INC. (703) 591-0007 
J.APP. 4343 

48 



86 

1 year that it did that. 

2 Q. Do you recall testifying about the accumulated 

3 deficits before? 

4 A Yes, I do. 

5 Q. How, if at all, if Jefferson had to pay those 

6 taxes after the revocation of the 50l(c)(3) exemption, 

7 would that have affected the deficit situation? 

8 A. Again, the accumulated deficits were more 

9 significant, were larger, as a result of the revocation of 

10 tax exempt status for the Hospital. 

11 Q. Do you recall in what magnitude the hospital 

12 ultimately had to pay taxes? 

13 A. In the aggregate? 

14 Q. Either aggregate or in given years just reflected 

15 in the statements? 

I6 A. Again, roughly. I can't give you specific dollar 

17 amount but roughly 50 percent of its income that otherwise 

18 would have been generated was paid to the federal 

19 government. 

20 Q. Now, you have had experience with not-for-profit 

21 tax-exempt hospitals? 

22 A Yes, I have. 

23 Q. How often have you seen 501(c)(3) exemptions 
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1 revoked? 

2 A. I personally have never encountered that with my 

3 dozens of clients. I have read about it on occasion but I 

4 have never personally encountered it. 

5 Q. Based upon your knowledge and experience, would 

6 you conclude that it's a rare circumstance, or is that 

7 something that occurs with frequency? 

8 A. It's extremely rare. It's written about more 

9 than it actually occurs, and I think in fact there's been 

10 more focus and spotlight on that issue today much more so 

11 than there was 25 years ago, and even today there aren't 

12 many instances where that's occurred. 

13 Q. There are inquiries nevertheless from the IRS in 

14 given situations? 

15 A. Sure. The IRS will examine not-for-profit 

16 entities' tax exempt status from time-to-time and will 

17 identify issues that it deems to be -- that should be 

18 corrected or modified in order to retain that status. 

19 Q. In your experience, what is the typical response 

20 of the not for-profit charitable? 

21 A. Typically the not for-profit charitable will 

22 value its tax exempt status enough to take corrective 

23 action to maintain its status. 
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1 Q. With respect to Jefferson Hospital, did you 

2 review the chronology of the IRS' investigation of 

3 Jefferson that ultimately concluded in the revocation of 

4 text exemption? 

5 A Yes, I did. 

6 Q. What, if any, evidence did you see in your review 

7 of the financial records or the other records of Jefferson 

8 to indicate that they made any effort to comply or to 

9 change any of the incidence of inquiry made by the IRS? 

10 A. I recall reading references to the issue in 

11 various minutes of various board meetings, but 

12 fundamentally I didn't see any evidence of any attempt to 

13 rectify any situations that the IRS deemed to be 

14 problematic. There was a point in time in late '70 or 71 
I 

15 where they simply gave up their dispute of that claim. 

16 Q. Now, were there consequent disruptions in the 

17 financial performance of Jefferson that rebounded from that 

18 revocation? 

19 A. The most pronounced disruption again would be the 

20 fact that roughly half of the resources that would be left 

21 over from operations to be put back in to enhancing the 

22 services of the hospital were paid out to the federal 

23 government. 
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1 Q. What impact, if any, would that have on the cash 

2 flow profile of Jefferson? 

3 A. It would have a dollar-for-dollar negative impact 

4 on the cash flow of the Hospital and its ability to provide 

5 services to the community. 

6 Q. Now, in terms of your review previously you 

7 looked at the financial results, but did you look at any of 

8 the other operational aspects of Jefferson Hospital prior 

9 to coming here today? 

10 A. Prior to my testimony in July --

11 Q. Yes, sir. 

12 A. -- I did not review any information that was 

13 operational in nature. It really was primarily the 

14 financial statements of the Hospital. 

15 In preparation for this trial, I did have the 

16 opportunity to review additional information that was 

17 prepared by the management of the Hospital that gave more 

18 of an operational background to the operating results. 

19 Q. Now, is that something that in your role as a 

20 CPA providing both auditing and management services ... are 

21 those the kind of records that you would normally and 

22 customarily review? 

23 A. In the role of an auditor, an auditor is 
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primarily attesting to the accuracy of the financial 1 

2 statements. But one of the J;»l'"ocedures that an auditor 

3 would go through is to do a ~· really a reasonableness 

4 check to make sure that the ~· nancial results are borne out 

5 by what really is happening ~· thin the enterprise of the 

6 hospital by looking at operat. ng information as to revenues 

7 and expenses. 

8 Q. Now, I believe yo~ estified in terms of Exhibit 

9 611, page 1 -- that's the big one on the floor, Your Honor 

10 that the revenue profila of Jefferson had grown on a 

11 steady climbing uphill manner. 

12 A. That's correct. tt did. 

13 Q. And when you reviewed that report, did that tell 

14 you something about utilization of the Hospital? 

15 A. It didn't tell me anything directly about 

16 utilization of the Hospital. It was just -- it gave me an 

17 inference of how the activities of the Hospital or .revenue-

18 generating activities of the Hospital were going, but it 

19 didn't directly give me that. 

20 Q. It didn't give you component parts of that? 

No. J 
Now, let my direc your attention if I might and 

21 A. 

22 Q. 

23 the Court's attention to ExHibits 555 through 562. 
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1 Do you recognize those documents, Mr. Wilson? 

2 A Yes, I do. 

3 Q. How would you describe those documents 

4 collectively? 

5 A. Collectively they represent annual reports that 

6 are filed with the Blue Cross/Blue Shield organization. 

7 Each hospital files it each year, and fundamentally it's 

8 comprised of both financial information similar to what is 

9 included in the financial statements, but it also provides 

10 additional information regarding the operating statistics 

11 of the Hospital. 

12 Q. Did those documents provide some of that 

13 information operationally that you had not seen before? 

14 A. It gave me more insight into the reasons for the 

15 financial numbers I reviewed previously. 

16 Q. Did those documents confirm the financial results 

17 that you had reviewed previously? 

18 A. They did. 

19 Q. Let me show you, if I can, another chart that's 

20 Exhibit 564. 

21 There's one in the book as well as this blowup. 

22 A. Okay. Mr. Wilson, would you tell His Honor what 

23 Exhibit 564 is. 
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1 A Yes. When I was provided the reports that I just 

2 referred to, rather than reviewing each of them 

3 individually in order to be able to, in my mind, create a 

4 roadmap or a story regarding what was happening financially 

5 in operations of the Hospital, I had to get it all in one 

6 sheet of paper so I could see trends. And this is a 

7 reflection frankly of my notes that I took from my review 

8 of those individual years and asked one of my staff to put 

9 to it on this spread sheet. 

10 Q. Most of the information is taken directly from 

11 Exhibits 555 through 562; is that correct? 

12 A Yes, it is. 

13 Q. Now,· there's some notations hear in the fifth 

14 column. Says "missing." 

15 A Yes. 

16 Q. "1969 missing." Would you tell His Honor what 

17 that notation means and what you used as a substitute? 

18 A. For 1969 there wasn't one of those reports made 

19 available to me for whatever reason, if it didn't exist, 

20 and so I went back to the actual audited financial 

21 statements and dropped in a summary of the financial 

22 information that was relevant to·my analysis at that point. 

23 Q. Okay. And this information comes in in this 
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1 column directly from the audited financial statement? 

2 A Yes, it does. 

3 Q. Why did you plug that information in, Mr. Wilson? 

4 A. Why did I do that? 

5 Q. Yes, sir. 

6 A. I was looking for a continuous story that would 

7 tell me something about what was really happening at the 

8 Hospital both finally but more importantly operationally, 

9 so I needed to provide in that missing link. 

10 Q. In the eighth column, June 1971 annualized, you 

11 have a notation there, "Memo only." 

12 Would you tell Judge Swersky with that means? 

13 A. That was the year that they changed the fiscal 

14 year-end· from October to June, and the audited financial 
i 

15 statements only provided for eight months worth of 

16 operating financial information, and that's indicated in 

17 the column to the immediate left of the one that you are 

18 referring to. So I simply took those numbers and 

19 annualized them to make it appear like it was a 

20 twelve-month period. Again, I was looking for --

21 Q. trends? 

22 A. trends, and "Memo only" means that those 

23 aren't the real numbers; those are the numbers that reflect 
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1 an annualization of the prior columns. 

2 Q. And you did that on a 12-month basis? 

3 A. Right. 

4 Q. Going over two columns more, June '73, you have 

5 made a notation "Illegible." 

6 A Yes. 

7 Q. Does that mean it was totally illegible or just 

8 somewhat obfuscated? 

9 A. It means that the copy was poor enough that I 

10 couldn't decipher what the actual numbers were down to the 

11 nearest dollar, but I could tell, with some difficulty, 

12 what they were to the nearest thousand. So I rounded them 

13 and put those numbers in there. 

14 The numbers that were missing on the sheet are 

15 missing because they were so illegible I couldn't determine 

16 what they were. 

17 Q. Okay. Now, one other question just about the 

18 format. In the last two columns to the right, you have two 

19 bracketed sets of numbers. 

20 A Yes. 

21 Q. What does that indicate? 

22 A. To me it was a notation that in my mind I was 

23 combining those numbers. In previous years they had been 
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1 combined on one single line. In 1974 and 1975 they were 

2 put down in two lines. So, again, I put a bracket around 

3 them to think of them as one number to compare to prior 

4 years. 

5 Q. In terms of your review of the Exhibits 555 

6 through 562 and your compilation of Exhibit 564, were you 

7 able to discern any patterns or trends operationally about 

8 Jefferson Hospital? 

9 A. The statistics that were provided in that 

10 additional report that I looked at were very helpful 

11 because it basically told me and confirmed and solidified 

12 in my mind the true history of the Hospital's operation for 

13 the first ten years. Clearly the Hospital lost money in 

14 its first year, but by 1967 it was operating at a modest 

15 profit but nevertheless in a profitable position. 

16 1969 was a year where there was a significant 

17 loss, but that also was a year right after when they had 

18 decided to add and construct an additional 29 beds to the 

19 Hospital. 

20 Q. Twenty-four? 

21 A. Excuse me. Twenty-four beds to the hospital. 

22 But generally-speaking, again, there was a kind 

23 of a strong, continuous trend of net income, even in the 
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1 years of 1972 and beyond when they were paying taxes on 40 

2 or 50 percent of their income. 

3 I think what was most telling was looking at some 

4 of the operating statistics, which was new information to 

5 me. It showed that the Hospital was fairly quickly in its 

6 history able to operate at a very high level of capacity. 

7 Eighty percent of its beds were filled on average every day 

8 of the year throughout this entire 10-year period. 

9 Q. Based upon your experience, is that 80 percent in 

10 terms of hospital utilization equated to full occupancy? 

11 A. It's very strong occupancy. I guess one might 

12 say.that 100 percent is full, but that's really not the 

13 case for a variety of reasons. Just the logistics of 

14 having patients discharged and admitted, there's some down 
i 

15 time and changeover time, as well as if you have 

1o double-bedded rooms, you can't have opposite genders in the 

17 same room. so there may be some issues there. 

18 Q. But in terms of a benchmark, is 80 percent a 

19 strong indicator of utilization? 

20 A. It's very strong indicator of utilization. 

21 Q. And you say they have reached that in what year 

22 of its history? 

23 A. They reached that by 1967. So within the second 

J 
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1 year of their operations. 

2 Q. And did that utilization of the bed capacity 

3 remain fairly stable throughout the history that you cited? 

4 A Yes, it did. It grew, up to about 1970 or so, 

5 and then it stabilized and continued at about that level 

6 throughout the remaining years that we looked at. 

7 Q. Okay. Now, what does that level of utilization 

8 tell you as a management analyst and accountant about the 

9 Hospital? 

10 A. What it tells me is that this Hospital had very 

11 strong fundamentals from almost the time that it opened its 

12 doors. It had good bones, so to speak. That is to say 

13 that people we~e coming to the Hospital, the Hospital was 

14 operating at a very high level of capacity, and the vast 

15 majority of those patients were paying patients, I might 

16 add, or having their bills paid by Medicare or Blue Cross 

17 or other insurance programs. 

18 Q. Okay. Now, you have heard it said that a 

19 significant number of non-paying patients were admitted to 

20 Jefferson Hospital. Does your analysis indicate that? 

21 A. The analysis does not support that, at least from 

22 the information that I can decipher. At least the 

23 financial statements don't support that at all. 
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1 Q. Where would that be found on the financial 

2 statements, Mr. Wilson? 

3 A. Typically if a patient is admitted.to the 

4 hospital and is unable to pay --

5 Q. Or unwilling? 

6 A. or unwilling to pay for lack of resources or 

7 lack of willingness, that bill is written off by the 

8 Hospital and that bill usually is reflected in the 

9 financial statements as uncollectible or charity care 

10 account. 

11 Now, in reviewing the financial statements, 

12 there's a line item in the financial statements that's 

13 reflected in this exhibit that's labeled "Uncollectibles," 

14 and if you look at that line item, their uncollectible 

15 accounts ran at, roughly-speaking one hundred to a hundred 

16 fifty thousand a year each year. That represents revenues 

17 that had been written off for one of those two reasons, 

18 unable or unwilling to pay. 

19 At the percentage of gross revenues, which is the 

20 third line of numbers on this exhibit, it represents a 

21 relatively small percentage. 

22 Q. Roughly what? 

2-3 A. Two percent. Three percent. Not at all out of 
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line with what hospitals generally write off in the way of 

bad debt accounts and charity care. And if I would have 

expected that a third of the patients to be admitted to the 

Hospital to be charity patients, I would have expected 

about a third of revenues to be written off. 

Q. And you don't find that here? 

A. No. About two or three percent. 

Q. Do you find that that's more in the range of 

normal bad debt write-off for both charity and non-charity 

hospitals? 

A. It normally runs in the two to five percent 

range. 

13 Q. Now, there really is a reason for that, isn't 

14 there, Mr. Wilson, in terms of other sources of payments? 

15 There are other sources of payments --

16 

17 

18 

19 

20 

21 

A. There are many other sources of payment, the 

primary one being primary insurance, but certainly the 

Medicare program was in place at that point and was 

handling much of the cost of care to seniors. 

Q. Now, if we look at this chart 564, from the 

revenue perspective and in terms of bed utilization, are 

22 you able to conclude from that study whether or not 

23 Jefferson had all of the operating engines in place to do 
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1 business and to operate in the community? 

2 A Yes, they did. You have to keep this in 

3 perspective of the period of time that this Hospital was 

4 operating. 

5 In many respects, hospitals at that time were 

6 close to being public utilities in the sense that most of 

7 the revenues came from insurance companies or the Medicare 

8 program or possibly Medicaid. I'm not sure how developed 

9 it was in Virginia at that time. 

10 And back then, those programs virtually 

11 guaranteed that the hospitals would be paid their costs. 

12 So it was effectively a cost-recovery program for insurance 

13 payers. 

14 Given the revenue, the patient-flow stream that 

15 this Hospital achieved very quickly in its career, that 

16 created the good structure, the good foundation, for this 

17 Hospital to be otherwise financially viable. It would be 

18 difficult to lose money, I think, in that environment. 

19 Q. If they lost money in that environment of maximum 

20 cost reimbursement, based on your experience, to what would 

21 you attribute the cause of that loss to? 

22 A. Primarily I would say it is a function of 

23 management initiatives: managing your costs. I mean, the 
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1 revenue stream is largely in place. Now one must manage 

2 the costs around that revenue stream, or, if costs are 

3 being layered on to the Hospital's operations that are 

4 unreasonable such that the insurance programs aren't going 

5 to pay for them. 

6 Q. In terms of your analysis, did you look at some 

7 other indices to determine whether or not costs were being 

8 managed effectively at Jefferson? 

9 A. I did. 

10 Q. Where would that be reflected? 

11 A. It's in the lower third or so of that exhibit. 

12 Q. May I stop you for a moment. Just so Judge 

13 Swersky understands, when we talk about bed capacity at the 

14 level of about 80 percent, would you tell him where the 
i 

15 numbers are for that calculation? 

16 Not for each year, but one typical year. 

17 A. How I calculated it? 

18 Q. Yes, sir. 

19 A. ~he bed capacity was taken off the statistical 

20 report that was filed with Blue Cross. Then I wanted to 

21 know what the average number of beds that were filled each 

22 day, what the average occupied beds were. I took the total 

23 number of patient days --
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1 Q. That's 29,270?· 

2 A. Yes. And divided by 365. And that yielded 80 

3 days. Eighty patients in the hospital on average each day 

4 of the year. 

5 Q. And the percentage of occupancy is 80 divided by 

6 96? 

7 A. Correct. 

8 Q. Going on to the other statistics that you looked 

9 at on the cost management side. 

10 A. The primary statistics that I looked at was the 

11 staffing level, how many employees the hospital had. 

12 Q. What is a standard measure of how many employees? 

13 Employees to what? 

14 A. Full-time equivalent employees to occupied beds, 

15 to patients in the hospital. 

16 Q. Is there sort of an acceptable range or benchmark 

17 that in your experience most hospitals sort of hover around 

18 if they're well-managed? 

19 A. I hesitate to say only because 25 years ago it 

20 might have been a different kind of standard. What I did 

21 notice was for this Hospital, it hovered in the two 

22 employees to upwards of two-and-a-half employees for each 

23 patient in the hospital over the course of this 10-year 
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1 period. 

2 Q. And that statistic seems to have risen most in 

3 what year? 

4 A. It rose substantially in 1971 and I don't know 

5 all the reasons for that. Certainly it was a year after 

6 they had increased the bed capacity by 24 -- or 23 to 24 

7 beds. 

8 It may have been just a function of not 

9 responding necessarily to changes in volumes, just 

10 adjusting for staff accordingly. 

11 Q. It appears, however, that after that period there 

12 were some adjustments; is that correct? 

13 A Yes, there were. You can see the line item that 

14 says "FTEs 1971 June." They had 260 full-time employees 

15 and by June of 1972 they were down to 216. They clearly 

i6 had made some adjustments. 

17 Q. Do those adjustments go right to the bottom line? 

18 A. They're taking salary costs out of the Hospital's 

19 operation. That all falls to the bottom line. 

20 Q. Were there any other statistical measures that 

21 you looked at in terms of revenue or cost management? 

22 A. Yes. A third area or another area that I looked 

23 at was the management of accounts receivable. Accounts 
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1 receivable are the cash lifeblood of any organization and 

2 most particularly hospitals. There's a time lag between 

3 when patients are discharged and when payments are 

4 received. That time lag is institutionalized because much 

5 of the payment comes from third parties such as the 

6 Medicare program, insurance companies, and they simply 

7 don't process bills as quickly as one would hope. 

8 Q. Now, Mr. Wilson, when you talk about accounts 

9 receivable management, are we talking about the issue that 

10 you previously testified to concerning ability or 

11 willingness of the patient to pay? 

12 A. No, I don't think so. Again, if you look at the 

13 deduction from revenues for patients that are 

14 uncollectib1es, they are a relatively very minor component 

15 of the Hospital's revenue stream or deductions from the 

16 revenue stream. 

17 Q. So what are we talking about? 

18 A. We're talking about managing the process of 

19 getting bills out on time, getting them out accurate, doing 

20 accurate follow-up with third party payers, and getting the 

21 cash in the door. 

22 Q. What did you find in terms of Jefferson's 

23 operational results in that respect? 
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1 A. In general their receivables were very high in 

2 relation to the volume of their revenues in most years. A 

3 rough standard that I would apply as a consultant to 

4 hospitals is that if you've got more than three months or 

5 so or a hundred days of revenues tied up in receivables, 

6 you are not managing it as effectively as you could. 

7 If you are down in the 80-day range, you are 

8 probably doing okay. Best practice hospitals will get down 

9 into the 60- to 50-day range. 

10 Q. Did you see any evidence in the records of 

11 Jefferson to indicate attention to management of these 

12 accounts receivable? 

13 A. There were periodic references to receivables 

14 being too high and that creating a cash-flow difficulty, 

15 and I think that there were periodic references in the 

16 minutes to the level of accounts receivable. 

17 Q. Do you recall a reference to a new computer 

18 system that was put in place? 

19 A Yes. I don't remember the year. I think it 

20 might have been 1971 or so. But I do recall that 

21 reference, yes. 

22 Q. Now, if you are asked on behalf of a putative 

23 purchaser to come in and look at Jefferson based upon the 
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1 study that you have just performed, operational study, what 

2 would you report back to the putative purchaser about 

3 Jefferson's strengths and weaknesses? 

4 A. My analysis is that -- again, as I stated 

5 previously -- here was a hospital that was clearly embraced 

6 by the community, that roughly-speaking 80 percent of the 

7 beds were full every day of the year, year-in year-out, and 

8 the vast majority of those patients were -- their bills 

9 were being paid by some third parties. Very little of it 

10 was uncollectible or unpaid. 

11 That provides a very strong foundation for 

12 somebody to manage a hospital effectively in order to 

13 achieve a reasonable return to be plowed back in to the 

14 charitable purposes and services of that organization. 

15 Q. Did Jefferson as operated achieve a reasonable 

16 return? 

17 A. Well, Jefferson as operated over the majority of 

18 its history certainly did produce a return, and I do think 

19 it was reasonable, given it's not-for-profit or charitable 

20 purpose. 

21 Could it have been more? Possibly. Those are 

22 really management decisions that need to be addressed or 

23 could have been addressed at that time. 
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1 Q. How about if it had remained non-profit 

2 charitable with the same essential numbers, would your 

3 opinion differ? 

4 A. My opinion would not differ. It would only 

5 confirm the fact that the Hospital would have enjoyed a 

6 larger return of net revenues because of not having to pay 

7 taxes on this existing revenues. 

8 Q. When you reviewed these financial statements over 

9 the nine or ten years presented for Jefferson, do they 

10 present any value attributable to intangible assets? 

11 A. No, they don't. The standard accounting 

12 practices are to record revenues as amounts charged and 

13 costs at actual costs and assets and liabilities at their 

14 actual amounts, costs. 

15 So there is no reflection in these financial 

16 statements or any other financial statements prepared on 

17 the basis of GAAP that would reflect intangible values, 

18 although intangible values certainly do exist. 

19 Q. What gets encompassed in intangible assets of any 

20 given corporation including a non-profit charitable like 

21 Jefferson? 

22 A. Intangible values would be to some degree in the 

23 eye of the beholder, but certainly the tax benefits that 
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1 might accrue to a purchaser of an organization would be an 

2 intangible asset that isn't reflected in the balance 

3 sheet. There is, I think, intrinsic value in the revenue 

4 stream that an organization such as Jefferson is able to 

5 generate. It isn't necessarily reflected in the recitation 

6 of assets and liabilities on the balance sheet. 

7 Q. In terms of your review, I think you testified 

8 before that Jefferson was definitely a going concern? 

9 A. In my view, it definitely was. 

10 Q. Did your review of the operational statistics 

11 indicate otherwise? 

12 A. They did not. In fact, I think the operating 

13 statistics in my mind confirmed the opinion that I·had 

14 previously from reviewing the financial statements. 

15 Q. Now, you have indicated that Jefferson achieved a 

f6 relatively strong utilization in the second year. Based on 

17 your experience, do you find that the norm or do you find 

18 it unusual? 

19 A. Very unusual. In my experience, at least in 

20 working with start-up hospitals, one hospital that I can 

21 recall in the State of Washington probably took five years 

22 or more to get to that level of productivity or activity. 

23 Q. And that would indicate to you that they had at 
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1 least that side of the equation wired? 

2 A. They appeared to have it wired. 

3 Q. You were asked in your prior testimony about 

4 accumulated deficits and I believe you testified that 

5 contractual adjustments had no effect on these deficits 

6 A Yes, they did. 

7 Q. Would you explain to Judge Swersky what 

8 contractual adjustments are? 

9 A. Sure. Contractual adjustments are a term that 

10 really refer to the difference between what -- an example, 

11 what Medicare patients would be charged on their bills and 

12 what the Medicare program would actually reimburse the 

13 hospital based upon certain cost formulas, so it's that 

14 difference between retail and wholesale, would be a way of 

15 perhaps describing it. 

16 Q. Okay. 

17 A. And those adjustments aren't always retroactive. 

18 They're based upon the insurance company or Medicare coming 

19 in and doing a thorough review of filings and cost 

20 information and then those adjustments are made 

21 retroactively, and in these financial statements, when 

22 those adjustments were made, they were booked to deficit of 

23 the Hospital generally. 
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1 Q. Now, what is the accounting convention on how you 

2 record the reserve for those contractual adjustments? 

3 A. Each year a hospital tries to estimate that kind 

4 of a settlement it owes to Medicare or Medicaid or amounts 

5 that might be owed to them from the program. Those are 

6 reflected as estimated receivables or estimated liabilities 

7 on the balance sheets and they are always recorded as 

8 current assets or current liabilities. 

9 Q. Not as long-term? 

10 A. That's not the convention that's used today. 

11 It's not the convention that was used in the 1970s. 

12 Q. Now, referring to Exhibit 123, Mr. Wilson, again 

13 back to the contractual adjustments issue, if you were to 

14 classify these as you have called them short-term 

15 liabilities as long-term liabilities, would that have the 

16 effect of skewing your financial statements in one way or 

17 the other? 

18 A. Well, it would make it appear that those 

19 liabilities are of a long-term duration, meaning that they 

20 will be resolved or dispatched more than a year after the 

21 balance sheet date, and certainly that classification could 

22 enter into other analyses as well depending on how they are 

23 portrayed and how they enter into the calculations. 
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1 Q. Have you ever seen them portrayed as long-term 

2 liabilities? 

3 A. I have never seen them portrayed as long-term 

4 liabilities. 

5 Q. Directing your attention to Exhibit 123, do you 

6 have that in front of you? 

7 A Yes, I do. 

8 Q. Do you recall in Exhibit 123 there was a notation 

9 that there was a change in accounting procedure as it 

10 pertained to those adjustments? 

11 A Yes. 

12 Q. Would you explain to His Honor what that was and 

13 when it was? 

14 A Yes. There was a change in the accounting for 

15 these adjustments in 1974, I believe. The old method 

16 was 

17 Q. This is Jefferson's method? 

18 A Yes. Jefferson's method prior to the change was 

19 to try to record that adjustment, that discount, if you 

20 will, from revenues, at the time that they received payment 

21 from the third-party payor. So it could be a 

22 several-months lag. So they changed to really what was 

23 more prescribed as acceptable accounting; in fact, the only 
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1 acceptable accounting in· '74 for those, and that was to try 

2 to estimate what that discount would allegedly be at the 

3 time that the service was rendered to the patient when the 

4 patient was discharged from the Hospital. 

5 Q. Now, what effect did that change in is it 1973 

6 or 1974? 

7 A. I believe it was 1974. 

8 Q. What effect did that one-year change have on the 

9 financial profile of Jefferson in that year? 

10 A. It resulted in an adjustment being recorded in 

11 the amount of around $170,000, as I recall, to, in effect, 

12 reflect discounts that should have been recorded in earlier 

13 periods that weren't because of the accounting convention 

14 that was used by the Hospital previously. 

15 Q. And based upon your experience, would you 

16 conclude that that in effect skewed the financial results 

17 in that one year one way or the other? 

18 A. It would have skewed it substantially; again, 

19 virtually dollar-for-dollar. 

20 Q. But was that a typical year in the history? 

21 A Well, 1974, of course, based upon the exhibit, 

22 was the year where they had a net income of only $10,000, 

23 but, again, that reflected a reduction of what otherwise 

/ 
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1 would have been because of this $170,000 adjustment to 

2 revenue. 

3 Q. Again, Mr. Wilson, reporting back to your 

4 putative purchaser or investor, based upon Jefferson's 

5 financial results, would you report that Jefferson had 

6 difficulty paying its bills based upon your review of the 

7 financial documents? 

8 A. I didn't see any evidence in the review of the 

9 financial documents of any inability to pay bills in a 

10 reasonably timely manner. I didn't see any reflection in 

11 the report of the auditors to suggest that the Hospital was 

12 not able to pay its bills and remain viable. I didn't see 

13 any evidence in the notes in the financial statements that 

14 indicated that they were having financial difficulty to the 

15 point of not being able to pay its bills. 

r6 Q. In fact, you saw just the opposite, did you not, 

17 in the financial statements? 

18 A. Saw evidence of optimism in terms of expanding 

19 the Hospital's capacity. One probably wouldn't take that 

20 course of action if it were having difficulties paying its 

21 employees or suppliers or vendors. 

22 Q. What course of action would you take if you were 

23 having trouble? 

PLATT & DAWSON, INC. (703) 591-0007 
J.APP. 4371 

76 



114 

1 A. I think you would batten down the hatches and 

2 consolidate and try to fix what you currently had before 

3 you expanded into a new world. 

4 Q. Now, let me direct your attention if I can to 

5 Exhibit 583-b. Let me give you a loose copy of that and 

6 maybe you can deal with it a little bit better. 

7 Is that the same thing? 

8 A Yes, it is. 

9 Q. And it is entitled what, sir? 

10 THE COURT: Repeat the question. Repeat the 

11 question. 

12 BY MR. FOX: 

13 Q. What is it entitled, Mr. Wilson? 

14 A. Respondents Second Suppl~mental Response to 

15 Complainant's First Interrogatories to Respondents. 

16 Q. The question in there is, if you allege that JMHI 

17 was unable at any time to pay any of its creditors or meet 

18 any of its financial obligations, identify which creditors 

19 were not paid, which financial obligations were not met, 

20 the date of any such occurrence, the amount of any such 

21 default or unpaid obligation and all documents relating 

22 thereto. 

23 There follows on page 2 in bullet form -- do you 
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1 see those'? 

2 A Yes. 

3 Q. a recitation of what someone says indicates an 

4 inability to pay bills. Have you seen that? 

5 A Yes. 

6 Q. Do you have an opinion, Mr. Wilson, whether or 

7 not any or all of those bulleted points on pages 2 and 3 

8 indicate Jefferson's inability to pay anything recited in 

f!l'l\, 
9 there? 

10 A. No, I don't. In fact, the thing that strikes me 

11 most about this list is that it's obligations that JMHI had 

12 to other interested parties such as JMHA, shareholders and 

13 Board members. 

14 But the mere existence of an obligation is not 

15 evidence that it can't be paid. Every financial statement 

16 of every organization that I know of always has liabilities 

17 on the balance sheet: payroll, rent, supplies and others. 

18 It's not uncommon and that is not an indication of the 

19 inability to pay it. 

20 Q. Now, in the financial statements themselves, did 

21 you see an indication of the accountant's or management's 

22 presentation of the reduction of liabilities in the 

23 statement entitled Change in Financial Position? 

) 
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1 A Yes. Yes. There is a statement that's produced 

2 each year as part of the package of statements that's 

3 referred to as the "Statement of Changes in Financial 

4 Position." 

5 

6 

7 

Q. Let's go to 195, l believe. Now, in 195, just 

using that as a typical fina~~ ial statement 

MR. CHOCKLEY: Yolllr Honor, could I ask counsel to 

8 bear with me a moment? 

9 THE COURT: That's 1 he one that's in dispute 

10 about whether it's been m!sc•1 ed. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

MR. FOX: I don't ~l.ink that page is in dispute, 

Your Honor, that we're talkJn~ about. 

Q. 

Q. 

THE COURT: All rJ gl~t. 

MR. CHOCKLEY : The nl ~ you • 

THE COURT: All rj gl~t. 

BY MR. FOX: 

Are you with me, f'l!r Chockley? 

THE COURT: All ri~ih1 • Go ahead, Mr. Fox. 

BY MR. FOX: 

Now, that financial statement, 195, is the 

21 financial statement of Noven~4~r 1, 1970, though June 30, 

22 1971; is that correct? 

23 A Yes. 
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1 Q. Does it contain a S atement of Changes in 

2 Financial Position? 

3 A Yes, it does. 

4 Q. What Bates number ~~ that, sir? 

5 A. DT 00094. 

6 Q. Okay. Now, direct ~~~g your attention to that 

7 statement--

8 MR. CHOCKLEY: Sorrt, Your Honor. May I have the 

9 Court's indulgence for a moment? 

10 

11 

12 

Does counsel have tal 11other copy of that? 

MR. BETTIUS: You ~ ,.onor, would this be a good 

time to break for lunch? 

I 

13 THE COURT: Depends on how much longer you are 

14 going to be on direct. I 

15 

16 

MR. FOX: ProbablY' ~bout ten minutes. 

THE COURT: Let's f nish direct. 

17 MR. BETTIUS: Why d+n't we use yours, Fritz? 

18 Let's take one out of your t!O•~k. 

19 What exhibit is it, Fritz? 

20 THE COURT: Don't~ 1 talk at once, gentlemen. 

21 Counsel can confer. Find th~ exhibit. 

22 MR. FOX: Your Hon~~~, it would be in Mr. 

23 Chockley's series Tauber 439~' • 

I 

l I 
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1 MR. CHOCKLEY: Yes. 

2 MR. FOX: Are you with me? 

3 MR. CHOCKLEY: Yes. Thank you, Your Honor. 

4 BY MR. FOX: 

5 Q. Mr. Wilson, using this Statement of Changes in 

6 Financial Position for the period November 1, 1970 to June 

7 30, 1971, can you tell me what you can ascertain from that 

8 in terms of Jefferson's history or ability to pay? 

9 A Yes. This statement is sometimes referred to as 

10 the Sources and uses of Funds Statement and it's intended 

11 to reflect where money came from and where it went, and in 

12 looking at the funds applied, you can see that there is an 

13 entry for the retirement of bonds payable in the amount of 

14 $24,500. 

15 That to me indicates that one of the things that 

i6 the Hospital did in 1971 was to retire its pay off of bonds 

17 in the amount of $24,500. 

18 Q. What is the other category, "Curtailment of Notes 

19 Payable"? 

20 A. I presume that that's reductions in notes 

21 payable. 

22 Q. Okay. Did you see any indication of a schedule 

23 of a debt owed to Dr. Tauber in the financial statements? 
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1 A. I don't recall seeing that. 

2 Q. In the magnitude of a million-and-a-half dollars, 

3 I guess my question should have been. 

4 Let me amend it. 

5 A. If it were there, I would have noticed it in 

6 reading the financial statements. I didn't see it. 

7 Q. Now, if the rent had been accrued, you know, on 

8 any portion of the building -- I think there's $39,000 that 

9 we're talking about -- and if bonds were given in payment 

10 of that rent, how would that be reflected on the 

11 statements? 

12 A. Would you repeat the scenario again? 

13 Q. I think there was testimony before that there was 

14 a rent figure of accrued rent of $_39, 000. 

15 A. Yes. 

16 Q. But there were, in fact -- if bonds were given 

17 for that rent, how would that adjustment be made? 

18 A. If I understand it correctly, you would reduce or 

19 eliminate the rent liability or payable on the balance 

20 sheet, but you would instead 

21 Q. 

22 A. 

23 

Replace it? 

replace it with bonds payable. 

MR. FOX: Your Honor, let me confer with my 
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1 co-counsel and --

2 BY MR. FOX: 

3 Q. I believe earlier o~ somewhere in your review of 

4 this Jefferson history you r.~Ferred to Jefferson as the 

5 equivalent of "a field of d~ll.ms." What did you mean by 

6 that? 

7 A. What did I mean by ~hat? Simply this: That the 

8 great difficulty that hospi~~s have today and historically 

9 

10 

11 

12 

13 

14 

15 

16 

17 

is that they can't get patien~s, enough patients, into the 

hospital to generate adequa~ revenues. This hospital 

didn't have that problem. I ~ean, it was built; within two 

years it was operating at 80 ~ercent capacity, which for 

all practical purposes was a, >rofitable capacity. . 
Virtually all of those patien.s were paid for in some 

' • fashion or another. 

So at that point th• issue becomes how do we 

manage our operations around ~hat given revenue stream. 

18 That revenue stream is virtua~ly given. That's a far cry 

19 from a lot of hospitals who f~ndamentally are in the wrong 

20 

21 

22 

23 

place at the wrong time and dfn't have patients coming into 

the hospital. This hospital ~ad every indication of the 
. I 

\ 
prospect of success. 

Q. Directing your attettion to 564 again, there's a 
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1 category -- or two different 1:ategories, one of ER visits 

2 and clinic visits. 

3 A Yes. 

4 Q. What, if any, part ~11d that play in the 

5 conclusions that you have rea~:hed and testified here today 

6 about Jefferson's viability and·utilization? 

7 A. It was corroborative in that the trends in 
I 

8 emergency room visits also ~re trending upwards 

9 substantially, as were clinic visits. Again, if you look 

10 at emergency room visits in 1967, 5746, by 1975 they had 

11 

12 

13 

14 

15 

16 

gone up by two-and-a-half tirrs· Clinic visits same 

thing. So, I mean, all the itdicators were there, both in 

terms of inpatient services ~ well as outpatient services. 

Q. Thank you, Mr. 

::~~:·I need to move these MR. FOX: Your 

exhibits in at this time if I might and that would be 

17 exhibits 564; 611, page one and two; Exhibits 555 through 

18 563; 583, the interrogatory answers. It's 583-b, I believe 

19 it's called, Your Honor. 

I 
20 I would move all qf 1 those exhibits into evidence. 

21 THE COURT: Give M~ Chockley a chance to look at 

22 them. 

23 MR. CHOCKLEY: You~ Honor, we have no objection 
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1 to 564. 

2 THE COURT: All That's in. 

3 MR. CHOCKLEY: No jection to 611·. 

4 THE COURT: Okay. t's in. 

5 MR. CHOCKLEY: No jection to 555 through 562, 

6 and no objection to 583-b. 

7 THE COURT: They're all admitted. 

8 Anything 

9 MR. FOX: Not at 

10 Mr. Bono and Mr. long would you 

11 estimate cross-examination this witness to be, just 

12 roughly? 

13 MR. CHOCKLEY: I ld say about 20 or 30 

14 minutes: 

15 THE COURT: We recess for lunch and we 

16 resume at 2:30. 

17 

18 (Whereupon, a lunoneon recess was taken.) 

19 

20 

21 i l 
22 

23 

. i 
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1 A-F-T-E-R-N-

2 THE COURT: 

3 stand, please. 

4 MR. CHOCKLEY: 

5 CROSS-E 

6 BY MR. CHOCKLEY: 

7 Q. Good afternoon, 

8 A. Good afternoon. 

9 Q. Mr. Wilson, havin 

10 testimony about the trends 

11 that, it's not clear to me. 

12 Memorial Hospital was 

13 A. That's hard 

14 Q. You have no 

15 A. It's hard to say. 

16 was earning a 

17 organization. So by 

124 

S-E-S-S-I-0-N 

if you will resume the 

t you, Your 

lNATION 

Honor. 

! 

• ! Wilson. 

eard your direct and your 

the field of dreams and all 

s it your view that Jefferson 

hospital or not? 

I don't know. 

would say that the Hospital 

ln for a not-for-profit 

sure, there were some things 

18 that were being done well. 

19 Q. Well, do you have ab opinion that the Hospital 

20 was well-run or not? 

21 A. I don't have an o inion. 

22 Q. You did testify tJat it was as if it were a field 

23 of dreams, however; that th built it and they were at the 
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1 right place at the right .ti !essentially; is that right? 

2 A. That I believe. 

3 Q. And when they did ild it, they achieved some 

4 net income in a very rapid of time in your view; is 

5 that right? 

6 A Yes they did, ed to other hospitals in 

7 similar circumstances. 

8 Q. And I believe you it to a start-up 

9 hospital that you were fami in the State of 

10 Washington. 

11 A Yes. 

12 Q. As a matter of fa that's the only start-up 

13 hospital with which you hav ver worked; right? 

14 A. That's the only o that I have worked with 

15 directly; that's correct. 

16 Q. So you have as yo universe of comparison 

17 Jefferson and one hospital Washington, and Jefferson 

18 achieved a relatively quick ofitability. 

19 A. Jefferson achieve very quick profitability. 

20 Q. Let's look at hibits that counsel has put 

21 on these blow-ups here. 

22 In this first at we have up, it's marked as 

23 Trial Exhibit Number 611, p 2 of 2, and this is the one 
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1 -- if I may, Your Honor -- this is the one that shows the 
~ : 

2 revenue growth on the left-ha.d side in graphic format and 

3 then on the right side the 1Ft income; correct, sir? 

4 A Yes. 
I 

5 Q. And it would be difficult to plot a steadier 

6 growth in revenue, wouldn't it, sir? 

7 A. What do you mean by that? 

8 Q. It's about as steady a growth in revenue as you 

9 can get? 

10 A. There's a consistent pattern throughout the 

11 years. 

12 Q. But on the contrary, that's not net income, is 

, 13 it? 
/ 

14 A. No, it's not. 

15 Q. The net income bounces around all over the 

16 place. I guess you could have thrown darts up there and 

17 get a steadier flow than that, couldn't you? 

18 A. It's up-and-down; C)rrect. 

19 Q. You start out down ~ere. The first one is do you 

20 know below a negative $150,00~ in 1965; right? 

21 A Yes. 

22 Q. You got another on, in 1969 that's down about the 

23 same level; right? .. 
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~· 

1 A. Right. 

2 Q.· And yet the second rear it was up at plus 

3 $200,000. 

4 A. Correct. 

5 Q. But in fact, do yol know, sir, what the total net 

6 income over the Hospital's l!B4~rs of operation was of as of 

7 1971? 

8 A. No. I don't off t Jl~~ top of my head, no. 

9 Q. Why don't we add t h~ ~t up? 

10 A. Okay. 

11 Q. Do you have some ,a~er and pencil there, or a 

12 calculator, whichever you p~efer? 

13 A. . I could use a piede of paper. 

14 Q.· The first year the net income, as shown on your 

15 chart, is what? A hundred ~-

16 A. That first year actually isn't on any information 
' 

17 that I have in front of me, js~ ..• 

18 Q. Well, we'll have to use--

19 What is this figure that you have on your chart? 

20 A. Could you turn it so I could see it? 

21 MR. BETTIUS: Your Honor, may I? (Holding up 

22 calculator). 

' 23 THE COURT: Uh-huh. 
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1 THE WITNESS: It ks to be about 160 or 170 

2 loss. And in 1966 about a 5,000 net income. 

3 BY MR. CHOCKLEY: 

4 Q. These figures ff of the same data that you 

5 made this chart out of? 

6 A. But that chart di include '65 or '66. 

7 MR. FOX: Mr. are you referring? 

8 MR. CHOCKLEY: I' using Exhibit 611, two of two. 

9 MR. FOX: The graph or the --

10 Your Honor, let me state an objection for the 

11 record. He's making an effdrt to add figures from the 

12 graphic illustration. Those figures are on Exhibit 611, 

13 page one of two, and he won't have to guess at the· exact 

14 amount. 

15 THE COURT: Are they totalled up? 

16 MR. FOX: They're Qot totalled, but the precise 

17 amounts are. 
I 

18 MR. CHOCKLEY: I'm not trying to hide it from 

19 you. 

20 BY MR. CHOCKLEY: 

21 Q. Are these the figures we're looking for, 611, 

22 page one of two? 

23 A. Yes. 
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1 Q. So what is the figure that you have for the net 

2 income? 

3 A. For which year? 

4 Q. 1965. It's a minus $168,995, isn't it? 

5 A. Yes. 

6 Q. Then for 1966 it's plus 224,000. 

7 Why don't we just round them. We'll call it 

8 225,000. 

9 A. Okay. 

10 Q. '67 is plus 6,000; right? 

11 A. Yes. 

12 Q. '68 is a plus 15,000; right? 

13 A Yes. 

14 Q. '69 is minus 170,000; about 171,000; right? 

15 A Yes. 1970 is 172,000 net income. 1971 is income 

16 of 52,000, rounding. 1972 is $208,000. 

17 Q. Why don't we stop in 1971. 

18 A. Okay. 

19 Q. You have the figure through -- the 52,000 --

20 A Yes. 

21 Q. -- for the year ending 6/30/71. 

22 A Yes, I do. 

23 Q. What is the cumulative total of the net income 
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1 per the financial statement? 

2 A. Through that period of time? 

3 Q. Yes. 

4 A. By my manual calculations, cumulative net income 

5 is about 131,000. 

6 Q. And then if you take that figure and divide it by 

7 the number of years, what is the result of that, Mr. 

8 Wilson? 

9 A. Approximately 19,000 or 20,000. 

10 Q. Per year net income? 

11 A. on average. 

12 Q. It shows, does it not, that despite the growth of 

13 revenue, you have to take into account expenses; isn't that 

14 right? 

15 A. That's right, and look at the circumstances. 

16 Q. And what is critical is the net income to that 

17 hospital; correct; not total gross revenue? 

18 A. From what standpoint? 

19 Q. To the success of the Hospital. 

20 A. Over what period of time? 

21 Q. Well, over any period of time. 

22 A. Over just any period of time. Not in any one 

23 year. 

) 
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Q. Sure. But over a sustained period of time, isn't 

it net income that's important? 

A Yes, it is, taking into account a new operation, 

it would have understandably have significant losses in the 

first year or two or five. 

Q. And you heard, because you were here during the 

7 opening statements today -- were you not? 

8 A Yes, I was. 

9 Q. You heard counsel's statement that the Hospital 

10 was thinly capitalized right from the start? 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

A Yes, it was. 

Q. And that this is a hospital that would need to 

accumulate some capital or raise some capital in order for 

expand, would it not? 

A. It would. Normally one would expect that would 

come from the supporters. 

Q. And in this particular situation, they were 

constantly struggling, as you will see in the minutes, to 

come up with new sources; isn't that correct? 

A. That's correct. Any new hospital that starts 

21 with virtually no capital, it's going to be mired in lack 

22 of capitalization throughout the entire history. It's 

23 going to be a burden around its neck forever as long as 
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1 there isn't a conscious decision to put capital into it up 

2 front to make it successful on a sustained basis. 

3 Q. And if they had donated more capital in the 

4 beginning, they probably would have had a greater capital 

5 base; right? 

6 A. That would have been one logical source. 

7 Q. Now, you were talking before on your direct 

8 examination about the effect of the payment of taxes after 

9 the revocation of tax exemption. 

10 A Yes. 

11 Q. Now, you have reviewed the tax returns, have you 

12 not? 

13 A. I read the tax returns, yes. 

14 Q. And you saw of course that net operating losses 
i 

15 were used to reduce the taxes paid to the federal 

16 government; is that right? 

17 A. They appeared to have done so, yes. 

18 Q. And the result of that is that that money that 

19 might have otherwise been paid in the form of taxes to the 

20 federal government was used for the benefit of the 

' 21 Hospital; isn't that right? 

22 A. That's correct. The for-profit organization used 

23 an asset that was generated by the not-for-profit entity to 
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1 offset its taxes; that's correct. 

2 Q. And the money was used for the benefit of the 

3 Hospital; isn't that correct? 

4 A. I'm not sure who benefitted from it. It's not 

5 clear to me that the Hospital benefitted. 

6 Q. You don't have any indication that it went to 

7 anything else other than the Hospital, do you, sir? 

8 A. Taxes were paid from what was at one time a 

9 not-for-profit entity. I'm not sure that the Hospital 

10 benefitted from that action in any way. 

11 Q. What I'm getting at is the use of the net 

12 operating loss carry-forward reduced the taxes that were 

13 paid and so money that would otherwise go to taxes was used 

14 for the benefit of the Hospital; is that correct? 

15 A. Well, there was a reduction in taxes of about a 

16 million-six during the period of time that the Hospital was 

17 a not-for-profit entity. 

18 Q. One of the other things that you testified about 

19 was a change in accounting? 

20 A Yes. 

21 Q. Isn't that right; in 1974? 

22 A. That's correct. 

23 MR. CHOCKLEY: If the court will indulge me a 
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1 moment. 

2 Your Honor, while we're digging up that exhibit, 

3 may I switch? 

4 BY MR. CHOCKLEY: 

5 Q. You testified on direct, did you not, Mr. Wilson, 

6 that the change in accounting resulted in an adjustment of 

7 $170,000; isn't that correct? 

8 A. There was a change in accounting and there was an 

9 adjustment and the 170 was based upon recall. I think it 

10 was close to that amount. 

11 Q. In fact, the amount of adjustment was $116,000; 

12 isn't that right, sir? 

13 A. I would have to see a document. Show me. 

14 Q. And let me show you what has been previously 

15 marked as Complainant's Trial Exhibit No. 202. Let me 

16 direct your attention to numbered page 11, which has the 

17 Bates number DT 000056. 

18 A Yes. That's the document·that I have in front of 

19 me. 

20 Q. That's a document that you have reviewed before, 

21 is it not? 

22 A Yes, it is. 

23 Q . And do you see in there the figure that resulted 

. ') 
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1 from the accounting change is 116,000, not 170,000? 

2 A Yes, I do see that. 

3 Q. And I believe on direct you also testified that 

4 the effect of the accounting change went right to the 

5 bottom line in reducing income by 170,000; isn't that 

6 right? 

7 A. It went against the equity of the Hospital. 

8 Q. In fact, it went against the retained earnings; 

9 isn't that right? 

10 A. May I look at the statement? 

11 Q. Sure. 

12 A. I can't tell from these financial statements 

13 whether it went into retained earnings or into net income. 

14 One assumption I made was that one of the reasons 

15 for the increases in deductions from revenue was that in 

16 fact that $116,000 did in fact go against net income and I 

17 don't see anything in the statements that tells me 

18 otherwise. 

19 Q. In fact, the notes to the financial statements 

20 are an integral part of the financial statements, are they 

21 not? 

22 A. Yes, they are. 

23 Q. The notes are prepared by the auditors, are they 
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1 not? 

2 A Yes, they are. 

3 Q. And the auditors said that in their opinion the 

4 statements fairly presented the financial position of the 

5 Hospital 

6 A. That's correct. 

7 Q. -- did they not? 

8 And they did that in conformity with GAAP; right? 

9 A. Yes. 

10 Q. At least they said they did; right? 

11 A. Yes. 

12 Q. And in the ending note it says that the 

13 cumulative effect on retained earnings as of June 30, 1973 

14 would be about $116,000. 

15 A. That's correct. 

16 Q. It doesn't say it was applied against net income? 

17 A. You have to understand that the retained earnings 

18 is impacted by the net income. It is my belief, although 

19 you can't tell directly from these statements, that it went 

20 through net income to retained earnings as of June 30, 

21 1974. 

22 Q. And that belief is just based on your view? 

23 A. It's based upon what would have been general 
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1 accounting practices back then plus the substantial 

2 increase in the deductions from revenue in that year, part 

3 of which would be explained by an extra $116,000 flowing 

4 through deductions down through to the bottom line and 

5 reducing the bottom line by that amount. 

6 Q. But in fact, sir, isn't there a line in that note 

7 that says: "However, it is believed that the effect on the 

8 year ending June 30, 1973 net income after giving effect to 

9 income taxes would be immaterial"? 

10 A. Let me read this for a second. 

11 I would have to say I don't know. I'm not sure 

12 at this point because that statement may reflect what the 

13 pure 1973 amount related to this accounting change was. I 

14 really can't tell honestly whether it went through the 

15 

i6 

i 
income statement or whether it went to retained earnings. 

Q. But we know that the auditor said back in '73, 

17 the one who audited the financial statement, said that the 

18 effect on net income would be immaterial; isn't that right, 

19 sir? 

20 A. The effect on 1973 income on a stand-alone basis 

21 for that year only. I'm still not sure whether that prior 

22 year adjustment went through for the current year. If I 

23 had more information, I might be able to tell. 
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1 Q. You don't dispute what that says right there? 

2 A. It does say that it's immaterial; right. 

3 Q. Let's turn to the other blowup you·have here, 

4 Trial Exhibit 564. And I believe, Mr. Wilson, what you 

5 said was that the reason you put this together was.so that 

6 you could look at trends in the operation of the Hospital; 

7 isn't that right? 

8 A Yes, that's right. 

9 Q. Now, you were looking at trends in the operation 

10 of the Hospital when you testified here in July, were you 

11 not? 

12 A. I was looking at the trends in the financial 

13 information. What I didn't have available to me at that 

14 time were some indicators as to the underlying reasons for 

15 those trends. 

16 Q. And hadn't you asked for those underlying 

17 indicators in preparation for the trial? 

18 A. I wasn't aware that this information existed. I 

19 didn't ask for it. 

20 Q. They hadn't given it to you? 

21 A. It wasn't provided. 

22 Q. And you have been working on the matter since 

23 what? April of 1996? 
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1 

2 

A. 

Q. 

Off-and-on, yes. 

And you were fully prepared to offer your 

3 opinions in July of 1996, were you not? 

4 A. Opinions related to accounting matters; that's 

5 correct. 

139 

6 Q. But they hadn't given you these annual reports to 

7 the third-party payer that you rely on now for putting 

8 together this chart; correct? 

9 

10 

A. 

Q. 

They weren't made available to me. 

Now, you have them and you used them to try to 

11 put together some trends, and the trends, among other 

12 things, show -- for example, you were talking about the 

13 FTEs. 

14 

15 

16 

17 

18 

19 

20 

21 

A 

Q. 

A. 

Q. 

A 

Q. 

A. 

Q. 

Yes. 

That's full-time equivalents; is that right? 

Yes. 

And full-time equivalents per occupied bed --

Yes. 

-- peaked in 1971 at 2.7; right? 

That's correct. 

so they essentially trended upwards over that 

22 period from '67 to '71; isn't that right? 

23 A. That's right. 
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1 Q. And although they dipped in 1972 and 1973, they 

2 started back up again and ended up in 1975 back at 2.7; 

3 isn't that right? 

4 A Yes. 

5 Q. What that means is that there are more employees; 

6 right? 

7 A. Yes. 

8 Q. More employees. The way you have it, more 

9 employees per occupied bed? 

10 A. Right. 

11 Q. And that's an indicator of how many employees it 

12 needs -- that the Hospital needs to take care of its 

13 patients? 

14 A It's how many employees they had to take care of 

15 their patients. 

16 Q. So, in other words, there were more employees 

17 then by June of 1975. 

18 A. That's right. 

19 Q. Now, another one of the indicators -- this is one 

20 of the these underlying indicators that you have looked at 

21 is the patient days. 

22 A. Yes. 

23 Q. And patient days is the number of patients for 
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_ .. ,~ 
~ .. ~ 

. · ......• ./ 
1 the entire year? 

2 A. It's a tally of the number of patients -- patient 

3 days. Patients in beds tallied throughout the whole year. 

4 Q. Now, this figure, the patient days, peaked in 

5 1970; right? 

6 A. That was the highest period, yes. 

7 Q. 36,716. 

8 A Yes. 

9 Q. 1970. 

10 A Yes. 

11 Q. It never reached that figure again, did it? 

12 A. No, it didn't. 

13 Q. In fact, there was steady downward trend year 

14 after year from 1970 through 1974; correct? 

15 A. A slight downward trend but not one that would 

16 put the Hospital in financial jeopardy. 

17 Q. You are certainly entitled to your opinions, but 

18 what I'm getting at is there was a downward trend from '71, 

19 from 36,715, to 35,634 in '71; right? That's down? 

20 A. Correct. 

21 Q. And then it goes to 34,470? That's down 

22 from' 71. 

23 A. Right. 
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Q. And then to 34,208. That's down from'72. And 

then 33,927 in '74. That's down from '73. 

A. That's correct. 

Q. That's four consecutive downward years. 

A. But in the aggregate, not terribly significant. 

Q. Even in 1975 when it went up a little bit, it was 

still only the fourth highest of those six years; right? 

'70 through '75? 

A Right. As I said earlier, there's a level of 

10 activity that represents more or less a threshold over 

11 which the Hospital should be able to run profitably. It's 

12 

13 

14 

15 

:t6 

17 

18 

19 

20 

21 

22 

23 

a matter of managing your costs up or down to make 

adjustments for the relatively minor fluctuations in 

patient activities, which are going to be natural. 

Q. On Exhibit 564, one of your other indicators is 

the clinic visits. 

A 

Q. 

A 

Q. 

A. 

Q. 

A. 

Yes. 

Those figures reached 6,541 in '63; right? 

Yes, they did. 

But, again, those fell in '74 and '75; correct? 

That's right. 

So in '75 it was way down to 3,845. 

Right, but still higher than every other year 
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1 except 1973. 

2 

3 

4 

5 

Q. One of the things, another one of the indicators 

that you looked at was accounts receivable days. 

A Yes. 

Q. You said that a well-run hospital would be at 

6 about one hundred? 

7 A. I didn't say that. I said that one hundred days 

8 of accounts receivable would represent an alarm, a wake-up 

9 call. You are clearly in the red zone at that point. In 

10 my view, a well-run hospital would be more in the 50 to 

11 seven, below 80 days. 

12 

13 

14 

15 

Q. But anything over one hundred is in the red zone; 

is that right? 

A. That's a strong cautionary flag. 

Q. 1 One way to reduce that figure would be to exclude 

16 patients who didn't pay; isn't that right? 

17 A. Possibly, although that wouldn't be appropriate 

18 accounting. 

19 Q. Well, let's use common sense. If your accounts 

20 receivable are not being paid over time, you are not going 

21 to get -- you are going to improve if you only take 

22 patients who pay; isn't that right? 

23 A. I'm not sure I'm following your point. 
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1 Q. The ultimate way to reduce your receivables would 

2 be to write them off to zero. Would that be reasonable 

3 from an accounting standpoint? 

4 A. No. With some prudence, if you determine that 

5 there isn't going to be any cash coming from those sources. 

6 Q. What we're talking about here is accounts 

7 receivable; that is, time to collect money; is that right? 

8 A. Right. 

9 Q. And people who are not paying at all are going to 

10 be stretching that figure out considerably, are they not? 

11 A. Depending on how active the Hospital was in 

12 identifying those accounts and writing them off. 

13 Q. In addition, you would do better, would you not, 

14 if you only took patients who only had insurance and that 

15 paid on a regular basis; isn't that right? 

16 A. Are you saying if I had a choice between selling 

17 to somebody who had money and somebody who didn't, would I 

18 sell to somebody who did? Sure. Obviously. 

19 Q. And you know that this Hospital never turned away 

20 a patient? 

21 A. I don't know that. 

22 Q. Have you heard that argued this morning by 

23 counsel? 
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1 A. I heard it stated this morning for the first 

2 time; right. 

3 Q. Do you know that testimony will shQw that 

4 one-third of the Hospital's patients didn't pay? 

5 A. I have no basis for knowing that. The financial 

6 information that I have seen wouldn't bear that out unless 

7 there's something that I haven't seen yet. 

8 Q. Let me take you over some financial statements. 

9 If the Court will bear with me for a moment. 

10 THE COURT: All right. 

11 BY MR. CHOCKLEY: 

12 Q. Let me show you, Mr. Wilson, what is marked as 

13 Trial Exhibit No. 193. I'll direct your attention to the 

14 page that has Bates number DT 000136 and indicate note 6; 

15 there's a note to the financial statement. And that's the 

16 financial statement for the year ending October 1969; is 

17 that right? 

18 A. Sorry. What was your last statement? 

19 Q. That's the financial statement for the year 

20 ending October 1969? 

21 A Yes, it is. 

22 Q. Turning your attention to that note to the 

23 financial statement, note 6 --
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1 A Yes. 

2 Q. -- doesn't that indicate that the Hospital is 

3 accruing rent in excess of $11,000 per year to pay for the 

4 addition that was put on the Hospital? 

5 A Yes, it does. 

6 Q. And in fact didn't they continue to accrue 

7 additional rent in the years immediately following that 

8 one? For example, 1970, didn't they accrue an additional 

9 11,000 for the next year? 

10 A. I believe so. At least in my recollection of the 

11 financial statements. 

12 Q. In fact, you testified this morning about your 

13 review of those answers to interrogatories; right? 

14 A. Yes. 

15 Q. And in there it described the accrual of 

16 additional rent, did it not? 

17 A. Yes. 

18 Q. From year-to-year. In fact, they didn't pay 

19 anything for this additional rent in 1969, 1970 or 1971, 

20 did they? 

21 A. Not to my knowledge. 

22 Q. So that by 1971 they had accrued three times that 

23 11,000 and some change amount? 

) 
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1 A. Correct. 

2 Q. So it's in excess of 33,000 they accrued for this 

3 rent; isn't that right? 

4 A. That's correct, yes. The Hospital accrued 

5 amounts owed to the partnership from whom they were leasing 

6 the building and which was populated, the directors of 

7 which hospital were one and the same people in many 

8 respects. So it's not uncommon for there to be 

9 manipulation of what amounts are paid between the two 

10 organizations. 

11 Q. In fact, that was a debt that was on the books 

12 that was not paid; isn't that right, sir? 

13 A. Yes .it was. It in no way reflects the ability to 

14 pay it or not. 

15 MR. CHOCKLEY: If the Court will bear with me for 

r6 a moment. 

17 BY MR. CHOCKLEY: 

18 Q. Mr. Wilson, you mentioned a moment ago you have 

19 been working on this matter since April? 

20 A. Correct. 

21 Q. April of '96? 

22 A. Yes. 

23 Q. And others from Arthur Anderson have worked on it 
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1 as well? 

2 A Yes. 

3 Q. And Arthur Anderson hasn't been paid for its 

4 services, has it? 

5 A. Correct. 

6 Q. And fees that are owed to Arthur Anderson 

7 approximate $100,000? 

8 A. Roughly speaking, that's right. 

9 Q. And in fact, if the Attorney General loses this 

10 case, Arthur Anderson is not going to get paid, is it? 

11 A. That's not my understanding. 

12 MR. FOX: He knows that's not true and counsel is 

13 constrained not to ask questions that he knows are untrue. 

14 THE COURT: Objection overruled. You may answer. 

15 THE WITNESS: This is in no way a contingent 

16 relationship or contingent arrangement. It simply is not. 

17 BY MR. CHOCKLEY: 

18 Q. Has the Attorney General told you that they plan 

19 to seek an appropriation from the General Assembly to pay 

20 your fee? 

21 A. No. 

22 Q. Have they told you that if they do not succeed 

23 and prevail in this case that they will be forced to seek 
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1 an appropriation for payment? 

2 A. I have no knowledge of that. We have an 

3 agreed-upon arrangement with the Commonwealth of Virginia. 

4 Q. And the fees have gone unpaid now for --

5 A. We haven't rendered a bill to the Commonwealth of 

6 Virginia. Basically, just to button things up, we have a 

7 full understanding of what our level of effort is. 

8 Q. Let me get it straight. So as of today after you 

9 have invested nine months of time you have not sent them a 

10 bill? 

11 A. We agreed that we would wait until we brought it 

12 to conclusion so we could tally up the hours spent. The 

13 time that was spent was over a long period of time and we 

14 haven't ~endered a bill but we will as soon as the case is 

15 
i concluded, probably as of today because probably today we 

16 will know what our level of effort and hours are. 

17 Q. Does the fee arrangement provide that you can 

18 make an adjustment for success fee? 

19 A. No. 

20 Q. Thank you. 

21 THE COURT: Any redirect? 

22 MR. FOX: Yes, Your Honor. 

23 REDIRECT EXAMINATION 

PLATT & DAWSON, INC. (703) 591-0007 

112 J.APP.4407 



... -~. 
~· \ 

·-. . .J· 

. ·-.., 

) 

150 

1 BY MR. FOX: 

2 Q. Mr. Wilson, that note that Mr. Chockley had you 

3 look at part of in Exhibit 193 at page 000126 --

4 A Yes. 

5 Q. -- do you see that? 

6 A Yes. 

7 Q. Note 6, doesn't it say that they haven't 

8 determined a precise amount of rent to be paid for the 

9 addition? 

10 A. You will have to direct me. I must have the 

11 wrong document in front of me. 

12 Q. Exhibit 193, page 000136. I'm sorry. It's note 

13 6. "Lease agreement, building, '68 addition." 

14 A Yes. 

15 Q. What does it say? Just read it. 

16 A. The Hospital leases a 20-bed addition completed 

17 in 1968. No final leasing agreement has been entered into 

18 at this time. However, the Hospital, based upon the best 

19 information available, is accruing $11,232 dollars per 

20 annum to cover the amount when finally determined. 

21 Q. So it indicates that no lease agreement has been 

22 put into place for it? 

23 A. That's correct. That's how it appears to read. 
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1 Q. And the Hospital, as a matter of prudent 

2 accounting, was accruing an arbitrary amount in the event 

3 that rent is finally determined? 

4 A Yes. 

5 Q. Does it indicate that the Hospital can't pay even 

6 the $11,000 that they're accruing? 

7 A. There's no indication of that. In fact there's 

8 indication that they were paying their other obligations. 

9 Q. Okay. Let me ask you. Mr. Wilson, Mr. Chockley 

10 seemed to suggest that your testimony regarding Jefferson's 

11 start-up years and measuring it against hospitals was based 

12 on only one start-up hospital. Have you had experience 

13 with other hospitals in their history? 

14 A. Yes. 

15 Q. Their financial history? 

16 A. Sure. 

17 Q. Was your testimony based upon your experience 

18 with other hospitals that you've been involved with and 

19 which you know the start-up history of? 

20 A Right. Both through other organizations that 

21 Arthur Anderson has worked with and my general discussions 

22 with my counter-parts and colleagues within the firm plus 

23 general health care business reading. It's very, very 
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1 common for hospitals that start up from scratch to have a 

2 multi-year start-up period where they do not generate 

3 positive bottom lines. 

4 Q. It wasn't based on this one hospital? 

5 A. No. It was general knowledge of the industry. 

6 Q. Thank you, sir. When Mr. Chockley was asking you 

7 about the variable net income of Jefferson Hospital and I 

8 asked you about payment of taxes, would they have had to 

9 pay taxes had they not lost their exemption? 

10 A. No, they would not. 

11 Q. And I believe your testimony earlier was that, 

12 being relieved of that obligation, that went to the bottom 

13 line? 

14 THE COURT: We've been through that, Mr. Fox. 

15 MR. FOX: He asked a question on 

I6 cross-examination. 

17 THE COURT: I think we've been over that. 

18 BY MR. FOX: 

19 Q. Now, when you testified about the change in the 

20 accounting procedure, Mr. Chockley's question to you was 

21 based on a note in the financial statement. 

22 In reviewing Exhibit 123 -- do you have that? 

23 A. No, I don't. 
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1 Q. Let me supply that to you. Let me direct you to 

2 Exhibit 123, paragraph A, I believe it is, sir. 6-A on 

3 page 2, and that would be Tauber Bates 00603.· 

4 What does Mr. Ritter, the in-house accountant, 

5 say about that change in accounting policy? 

6 A. I need to take a moment and read it. 

7 Q. Okay. What is the date of that, sir? 

8 A. The date is May 22, 1974. 

9 Q. It's Minutes of the Board of Directors? 

10 A Yes, it is. Okay. 

11 Q. What does Mr. Ritter say? 

12 A What Mr. Ritter is saying is that there was this 

13 change in accounting policy which we discussed ea~lier and 

14 that the financial reports showed a loss of $105,000, but 

15 that the effect of that accounting policy change -- if we 

16 hadn't taken that into account in the current financial 

17 reports of the Hospital, we would have in fact had $180,000 

18 profit. 

19 Q. Okay. And did it indicate how the Board felt 

20 about that report? 

21 A. The Board was pleased with the controller's 

22 report. 

23 Q. Thank you. With respect to your examination of 
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1 FTEs on Exhibit 564, in the year that the employee level 

2 was highest, Mr. Wilson, did Jefferson earn a profit that 

3 year? 

4 A Yes, they did. 

5 Q. In spite of that? 

6 A Yes, they did. 

7 Q. When they trimmed, the FTEs increased? 

8 A Yes, they did. 

9 Q. Now, these NOLs they talked about, is that net 

10 operating losses? 

11 A Yes. NOLs are a tax concept. They are in effect 

12 losses generated for tax purposes -- tax losses, if you 

13 will -- and those losses can be, in certain circumstances, 

14 applied to income of the same organization. 

15 Q. To what? 

16 A. Applied against taxable income of the same 

17 organization in prior years or subsequent years. 

18 

19 

20 

21 

22 

23 

Q. But if you are a tax-exempt organization, the 

concept of NOLs has no place, does it? 

MR. CHOCKLEY: Your Honor, again, this is now 

repetitive of back in July. 

NOLs used 

MR. FOX: No. I'm looking at my notes. It says 

for the benefit of the Hospital. 
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1 THE COURT: I already testified to that. All 

2 he's doing now is just testifying to what he testified to 

3 previously. 

4 BY MR. FOX: 

5 Q. How would the use o NOLs benefit the Hospital if 

6 it had remained a non-profit? 

7 A. If it had remained a not-for-profit, the concept 

8 doesn't apply. It would have had no beneficial impact on 

9 JMHI, the not-for-profit Hospital. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

I 

Q. Okay. Mr. Wilson, rre you aware that they bought 

back stock in 1974 that they ~ad previously issued at $4? 

A. Yes. ~ 
I 

MR. CHOCKLEY: Obje~tion, Your Honor. This is 

beyond the scope of cross-exa~ination. 

I I THE COURT: Tell me!hOw that's redirect. 
t 

MR. FOX: It's covefed in general in the sense 

that they were trying to indifate that the Hospital was 

struggling during that period~ 
I 

THE COURT: Objectipn sustained. 
I 

MR. FOX: I have no
1 
further questions. 

THE COURT: May Mr. Wilson be excused? 
. I 

MR. FOX: Yes. 

THE COURT: Thank you, sir. You are free to 
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1 or stay in the courtroom. 

2 (Witness excused.) 

3 Who's next? 

4 MR. BETTIUS: I call Mr. Reilly, Your Honor. 

5 Your Honor, we have five minutes so we can get 

6 Mr. Fox's 

7 MR. CHOCKLEY: May I approach the witness box to 

8 get that? 

9 THE COURT: All right. We'll take a court recess 

10 while Mr. Reilly gets the papers in order. 

11 (Whereupon, a recess was taken.) 

12 BAILIFF: Remain seated, please, and come to 

13 order. Court is again in session. 

14 Whereupon, 

15 ROBERT F. REILLY 

16 witness, was called for examination by counsel for 

17 Complainant, and, after having been first duly sworn, was 

18 examined and testified as follows: 

19 DIRECT EXAMINATION 

20 BY MR. FOX: 

21 Q. Mr. Reilly, would you state your full name for 

22 the court record, please? 

23 A. My name is Robert F. Reilly, R-e-1-1-1-y. 
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1 THE COURT: May Professor Dooley be excused? 

2 All right, thank you. You are free to go or you 

3 may stay in the courtroom if you like. 

4 (Witness excused.) 

5 THE COURT: Please come forward to the witness 

6 stand over here, sir. 

7 Whereupon, 

8 ROBERT E. WILSON 

9 was called for examination by counsel for Complainant, and, 

10 after having been first duly sworn, was examined and 

11 testified as follows: 

12 DIRECT EXAMINATION 

13 BY MR. FOX: 

14 Q. Good morning, Mr. Wilson. 

15 A. Good morning .. 

16 Q. would you state for the Court your full name? 

17 A. Robert E. Wilson. 

18 Q. Mr. Wilson, by whom are you employed? 

19 A. Arthur Anderson. 

20 Q. And Arthur Anderson is what? 

21 A. Arthur Anderson is a public accounting and 

22 consulting firm. 

23 Q. And you are located in which office, sir? 

) 
.·' 
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1 A. Washington, D.C. 

2 Q. And by training education and training, what is 

3 your profession, sir? 

4 A. I'm a Certified Public Accountant; trained as an 

5 accountant. 

6 Q. And what is your educational background? 

7 A. I have a Bachelor of Arts degree in business 

8 administration from the University of Washington. I have a 

9 Master's in business administration from California State 

10 University, Los Angeles, with an emphasis in accounting and 

11 finance. 

12 Q. For how long have you been an accountant, a 

13 practicing accountant? 

14 A. I've been a practicing accountant for over 22 

15 years. 

16 Q. Do you hold any professional licenses? 

17 A Yes, I do. 

18 Q. In what jurisdictions? 

19 A. I was originally licensed as a CPA in the State 

20 of California; I have an active license in the State of 

21 Washington; and I have applications pending in the 

22 jurisdictions of Maryland, Virginia and the District of 

23 Columbia. 
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1 Q. Now, Mr. Wilson, over the course of your practice 

2 as an accountant have you developed what we might call a 

3 specialty or a subspecialty in accounting? 

4 A Yes. For approximately 15 years or so, the bulk 

5 of my work has been in working with not-for-profit and 

6 specifically not-for-profit health care organizations. 

7 

8 

9 

10 

11 

12 

13 

Q. And would you give Judge Swersky some examples of 

the health care organizations that you have provided 

accounting services to? 

A Yes. Most of my work in providing services for 

accounting services -- excuse me. Most of my work 

providing services for not-for-profit organizations has 

been in the State of Washington since I have only been here 

14 for something more than a year. 

15 

16 

I can mention some names. They may not be 

familiar to you. Virginia Mason Medical Center, Valley 

17 Medical Center in Seattle, Providence Medical Center, a 

18 number of other related not-for-profit organizations such 

19 

20 

21 

22 

23 

as foundations, research centers. 

Q. And have you been involved in providing services 

of that nature for hospitals in the Washington Metropolitan 

area in the last year-and-a-half? 

A Yes, I have, although my focus has been more in 
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1 providing financial consulting services rather than pure 

2 accounting or auditing services in this area. But I have 

3 worked with organizations such as Children's National 

4 Medical Center in the District of Columbia, Helix Health 

5 System in Baltimore, Riverside Health System in Newport 

6 News, and several others. 

7 Q. During the course of your practice have you also 

8 been an auditor? 

9 

10 

11 

A 

Q. 

A 

Yes. 

Tell Judge Swersky what an auditor does. 

Well, an auditor's responsibility really runs to 

12 rendering an opinion on the fairness of the presentation of 

13 a set of financial statements of an organization, and the 

14 auditor's responsibility is to do sufficient testing and 

15 

16 

17 

18 

19 

20 

21 

22 

23 

verification work to satisfy himself that the financial 

statements in fact do fairly present the financial results 

of the organization. 

Q. In the first instance, whose statements are 

financial statements? 

A. The financial statements are the primary 

responsibility of management and the preparers of the 

financial statements. 

Q. To conduct an audit, what is required to look 
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1 behind those representat~ons? 

2 A. There are professional standards that the 

3 accounting profession is required to follow i.n performing 

4 an audit. Some of those standards are fairly broad and 

5 some are more specific than that, but fundamentally it's 

6 the auditor's responsibility to verify through looking at 

7 underlying documentation and as much as possible 

8 independently verifying through records and documents and 

9 parties external to the organization under audit to 

10 corroborate the fairness of balances presented in the 

11 balance sheets and other financial statements. 

12 MR. FOX: Your Honor, I submit that Mr. Wilson is 

13 qualified as a certified Public Accountant to offer 

14 opinions for which he has been designated both in his 

15 deposition and in the answers to interrogatories. 
I 

16 THE COURT: Any questions about the 

17 qualifications? 

18 MR. CHOCKLEY: Yes, Your Honor. 

19 MR. FOX: I would ask him one other question. 

20 BY MR. FOX: 

21 Q. Mr. Wilson, have you testified in court before? 

22 A Yes, I have. 

23 Q In the State of Virginia? 
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1 A. No. 

2 Q In what courts, sir? 

3 A. A court in the State of Washington. 

4 VOIR DIRE EXAMINATION 

5 BY MR. CHOCKLEY: 

6 Q. Let's start with that, Mr. Wilson. When you 

7 testified in the State of Washington, that was not as an 

8 expert witness, was it? 

9 A. No, it was not. 

10 Q. That was a matter of a lawsuit against Arthur 

11 Anderson? 

12 A Yes. 

13 Q. And you were a fact witness in that case, were 

14 you not? 

15 A Yes, I was. 

16 Q. And, as a matter of fact, in that case it was a 

17 professional negligence action against Arthur Anderson, was 

18 it not? 

19 A. Correct. 

20 Q. And there was a finding against Arthur Anderson. 

21 A Yes. 

22 Q. And a judgment in the amount of about a million 

23 dollars was paid. 
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1 A. Correct. 

2 Q. Now, I just want to ask you in terms of your 

3 qualifications because your designation about an accountant 

4 seemed to me to be a little broad and I want to be sure I 

5 understand the scope of your qualifications. 

6 You don't claim to be a valuation expert, do you, 

7 sir? 

8 A. No, I'm not an expert in that discipline. 

9 Q. Nor do you claim to be an expert in tax within 

10 your profession, do you? 

11 A. I'm familiar with tax regulations generally, but 

12 I am not an expert in that area. 

13 MR. CHOCKLEY: With those limitations, Your 

14 Honor, I don't object to his qualifications as an 

15 accountant. 

16 THE COURT: All right. 

17 BY MR. FOX: 

18 Q. Mr. Wilson, what were you asked to do relative to 

19 this case? 

20 A. I was asked to review and read the financial 

21 information made available to me for the various entities 

22 associated with Jefferson Memorial Hospital during roughly 

23 the period from inception through about 1975 or 1976. 
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What documents did you review, sir? 

I reviewed the audited financial statements for 

the various entities during that period, as -well as the tax 

returns for the same periods of time. 

5 I also reviewed minutes of the Boards of 

6 Directors, shareholders meetings, and other correspondence 

7 that was made available to me through the process. 

8 Q. Okay. Now, you did not conduct an examination as 

9 an accountant would, did you, sir? 

10 

11 

A. 

Q. 

No, I did not. 

Would you explain to Judge Swersky the 

12 distinction between what you did and what an examination 

13 is? 

14 A Yes. Referring back to my earlier response, an 

15 examination really is performed by an auditor on an 

16 independent basis to do sufficient analytical and 

17 verification work in order to render an opinion on the 

18 fairness of those financial statements. That requires a 

19 

20 

21 

22 

23 

lot of rigor and analysis and reviewing invoices and other 

kinds of verification to do that. 

What I did was really to take the financial 

statements as really the end result, if you will, of a 

picture of the company's operations for that annual period 
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1 and read them and reviewed them and really for the purpose 

2 of giving an overall understanding of what was transpiring 

3 with the Jefferson organizations during that· period. 

4 Q. Okay. By that I take it that you mean that you 

5 accepted the numbers in the financial statements as 

6 presented? 

7 A Yes, I did, although I found some inconsistencies 

8 in those numbers. 

9 Q. Mr. Wilson, based upon your review of the records 

10 in this case, can you tell Judge Swersky in general what 

11 story those financial statements and tax returns tell 

12 commencing in the period 19- well, let's start with the 

13 inception of hospital in 1965. Take the initial period '65 

14 through '70. 

15 A Well, there really were -- as I saw it, it came 

16 to my -- three distinct periods of time, I think. 

17 Q. What were those periods? 

18 A Well, roughly from about the inception 1962 or 

19 '63 when really there was the assemblage of land and 

20 related assets through the early start-up years, as I would 

21 characterize them, of the operation of the hospital until 

22 about 1970 or 1971. 

23 Q. Okay. Then what occurred after that? 
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1 A. 1970 and 1971 really was somewhat of a watershed 

2 years, it looked like from reviewing the financial 

3 information. There were events and discussions that led up 

4 to specific transaction that was attempted in 1971 and 

5 then --

6 So that's sort of a second point in time. 

7 And then a third phase, if you will, that came to 

8 appear was the period from then through about 1975, early 

9 1975, when there was another watershed series of events 

10 that occurred relative to the organization of the 

11 hospital. 

12 Q. Let me take you back to what you have 

13 characterized as phase one. Would you tell from an 

14 accountant's viewpoint what stories those records tell? 

15 A. During that first phase, of course, there was the 

16 assemblage of the land underneath the hospital owned by 

17 private investors through the partnership. Although it 

18 changed names, I think in substance it was the same 

19 partners or partnership, King Street Joint Venture; the 

20 opening of the hospital in roughly October of '64. And 

21 during that period of time what I saw was the -- well, I 

22 guess also I should mention about October or September of 

23 1964 there was a rechartering of Jefferson Memorial 
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1 Hospital, Inc. from a stock corporation in the State of 

2 Maryland to a non-stock charitable institution. 

3 Then the hospital operated over that roughly 

4 five-or-so year period experiencing many of same things 

5 that I would have expected to see, some losses in the first 

6 year but fairly quickly moving into a period of reasonable 

7 profitability. 

8 Q. Let me ask Ms. Crawford to show you Exhibits 190 

9 through 194. Do you have those, Mr. Wilson? 

10 A Yes, I do. 

11 Q. 190 through 194. Mr. Wilson, what are those 

12 exhibits? 

13 A. Those exhibits represent the annual financial 

14 statements of Jefferson Memorial Hospital for 1965, 1967, 

15 '68 and '69. 

16 Q. Okay. Now, you mentioned a moment ago that there 

17 was a rechartering whereby JMHI became a non-stock 

18 charitable corporation? 
~ 

19 A Yes. I believe that happened roughly coincident 

20 with the opening of the hospital. 

21 Q. From an accounting perspective, does that create 

22 any different accounting methodology? 

23 A. I think it certainly has an impact on the 
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1 stakeholders in the organization from the standpoint of not 

2 only does the operation of the hospital -- is it beholding 

3 to the shareholders or other investors, but ·by changing its 

4 status to a charitable organization, one that is really 

5 driven by the benefit or public welfare. 

6 MR. CHOCKLEY: I've got to object. Move to 

7 strike the answer as not responsive. 

8 THE COURT: Objection overruled. 

9 BY MR. FOX: 

10 Q. Your answer is responsive. You may continue. 

11 A. So I think once that this hospital changed its 

12 designation to one of a charitable or what I would call ·a 

13 public entity in the sense of being created or its purpose 

14 was primarily for the public welfare, I think from an 

15 accounting standpoint there are others who have a invested 

16 interest in the operations of the hospital, how the 

17 business of the hospital is conducted, and those others 

18 would include, I believe, the jurisdiction in which that 

19 charitable trust was granted as well as the public 

20 at-large. 

21 Q. Now, Mr. Wilson, from a pure financial statement 

22 standpoint, is there a different presentation of the 

23 operational results of a charity than you would expect in a 
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1 for-profit corporation? 

2 

3 

4 

5 

6 

A Yes, there is. By definition, a charitable 

organization, a non-profit organization, does not reflect 

profit. That's not to say that a charitable organization, 

a not-for-profit hospital, shouldn't generate "X" surplus 

funds or an excess of revenues over expenses, but for an 

7 entirely different purpose. 

8 For-profit organizations, commercial enterprises, 

9 are profit-driven by-and-large and reflect in their 

10 

11 

12 

financial statements net profit. 

Q. Can you give the Court a simple analogy to maybe 

a small business or non-commercial enterprise? 

13 A Well, one analogy might be personal finances, I 

14 suppose. 

15 Q. Let's try that. 

16 

17 

18 

19 

20 

21 

22 

A. I don't perceive that I'm necessarily -- my 

personal finance is a profit-making organization but 

certainly over a long period of time I've got to have 

adequate resources to take care of my personal needs and 

that of my family. 

Q. So not-for-profit organizations still operate as 

a business with the same realities that a for-profit 

23 corporation would? 
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A. Same realities, although the excess funds that 

should be generated really are for an entirely different 

purpose and that is to sustain the insti tuti·on in keeping 

with the charitable mission of the organization, not 

necessarily for the benefit of private individuals or 

investors, which would be the case of a for-profit 

organization. 

Q. Mr. Wilson, given your long history of accounting 

for health care organizations involved in rendering care in 

a not-for-profit atmosphere, what would we expect to see 

or when you look at any assignment like this, what would 

you expect to see in terms of capitalization of a 

charitable not-for-profit corporation, sort of a standard 

check-list in your mind as an accountant? 

A. Well, I have looked at dozens of not-for-profit 

organizations, mainly not-for-profit health care 

organizations, over the years. 

It would be rare for a not-for-profit hospital to 

not have ownership interest in its fundamental asset base, 

the hard assets, the operating assets, through which it 

achieves its mission, its public welfare purpose. 

That's not the case with what I saw with this 

particular organization. 
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1 Q. Now, in terms .of revenue sources in charitable 

2 not-for-profit hospitals, what is a typical array of 

3 revenue sources? 

4 A. The typical array of resources that are available 

5 to charitable organizations, not-for-profit organizations, 

6 are varied and in some ways there are more of them than 

7 for-profit organizations. 

8 Q. For example? 

9 A. Certainly patient revenues and revenues from 

10 insurance companies and the Medicare and Medicaid programs 

11 would be a primary source. 

12 There are others that not-for-profit 

13 organizations take advantage of. Seeking funds from the 

14 community through charitable donations, fund drives, 

15 capital drives, that sort of thing. And in some cases and 

16 for hospitals, many hospitals during that 1960 era, there 

17 were special funds that were available from the federal 

18 government. Hillburton funds, as they were referred to, 

19 under some circumstances to defray some of the construction 

20 costs of building hospitals. 

21 Q. As you look at the revenues sources over this 

22 1965 through 1970 period of Jefferson Memorial Hospital, 

23 Inc., do you find that they meet the typical profile or is 
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1 it atypical in any respect? 

2 A Well, this hospital appears -- I didn't see any 

3 evidence that it sought sources of revenues other than from 

4 billing patients for services rendered. 

5 Q. Were there some Medicaid? 

6 A. Medicaid and Medicare. There were other payers 

7 for patient services. 

8 Q. Did you find any fund raising? 

9 A I didn't see any evidence of fund-raising or any 

10 other kind of donation-seeking. 

11 Q. Any grant money? 

12 A. No grant money. 

13 Q. Now, let's look if we can at the financial 
) 

14 history performance of JMHI for that same period, phase one 

15 as you have described it. Will you tell His Honor what the 

16 net income was per the financial statements for each of 

17 those periods? 

18 A Yes. I can tell you based on recall that the 

19 first year of operation, 1965, there was a loss, and then 

20 the hospital recognized excess of revenues over expenses 

21 for several consecutive years until I believe 1970 or 

22 something. But I'll look at the exhibit and give you 

23 specific numbers if you would like. 

) 
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1 Q. Okay. You have a little exhibit that you 

2 prepared that summarizes those? 

3 A. Yes, I do, although I don't have it on the stand. 

4 Q. Let me ask that you come down to the easil there 

5 and see how well you can --

6 You can bring the exhibits or you can refer to 

7 summaries, which I'll give counsel one of. 

8 MR. CHOCKLEY: May I have a moment. This is a 

9 document that I have never seen before. 

10 MR. FOX: It's merely to refresh his 

11 recollection. 

12 MR. CHOCKLEY: I would like an opportunity to 

13 look at it. 

14 MR. FOX: We won't use it. I apologize for 

15 throwing that 

16 THE COURT: Let's get on with it, Mr. Fox. 

17 MR. CHOCKLEY: If the witness is referring to an 

18 exhibit for the numbers 

19 BY MR. FOX: 

20 Q. Referring to Exhibit 190 --

21 A. Exhibit 190 from 1965, the hospital had expenses 

22 in excess of revenues -- this is cut off -- $140,829 

23 140,829. And I'll put the losses in brackets, if that's 
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1 okay. 

2 Then Exhibit 191, which is 1967, the hospital had 

3 excess revenues over expenses of $6,211. 

4 Q. Exhibit 192? 

5 A. In 1968 the hospital had excess revenues of 

6 $15,358. 

7 Q. Exhibit 193? 

8 A. This is somewhat of an illegible copy. Is 

9 that 

10 Q. That's 682, I believe. 

11 A. The hospital in 1969 had a net income of 

12 $170,682. 

13 Q. Exhibit 194? 

14 MR. CHOCKLEY: I just object. If the witness is 

15 reading from the document, the document says that it's a 

16 net loss. 

17 THE COURT: You can cross-examine him on that. 

18 MR. CHOCKLEY: Okay. 

19 BY MR. FOX: 

20 Q. 1969, is that a loss? 

21 A. No. Looking at this copy, that is a loss. 

22 Q. Will you so indicate, sir? 

23 A. So that was a loss for 1969. And then in 1970 
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1 the hospital had net income of $172,192. 

2 Q. Okay. And for Exhibit 195 up through June 30 of 

3 1971? 

4 A. Again, my copy I think this is the right 

5 number. 1971, which was an eight-month period. 

6 Q. Mr. Wilson, I don't have 1966. Do you have that 

7 figure anywhere with you? 

8 A. We had summarized that. I believe -- if I could 

9 perhaps look at the summary. 

10 Q. To refresh your recollection? 

11 A. It was a net income in that year and I'm not sure 

12 why we don't have the statements. 

13 Q. Are these your notes on the income figures? 

14 A. Yes, it is. 

15 Q. Okay. Does that refresh your recollection as to 

16 what 1966 was? 

17 A Yes. 1966 was $187,485. 

18 MR. CHOCKLEY: I object to that one. There's no 

19 foundation. 

20 THE COURT: You can cross-examine him on that. 

21 BY MR. FOX: 

22 Q. Now, going to 1971, eight months, is there a 

23 method by which accountants would annualize that year if 
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1 you were trying to compare apples to apples? 

2 A. One approach you could use would be assume that 

3 net income was roughly generated fortunately each month 

4 throughout the year. That may not be entirely accurate. 

5 It's one way of looking at it from the standpoint of an 

6 overall benchmark. But if this represents eight months 

7 worth of income, it's possible income for the full 

8 equivalent of twelve months period would have been about 

9 $75,000. 

10 Q. Would you put that figure down there, 

11 annualized. It's just straight ratios, is it not? 

12 A. Right. 

13 Q. Okay. Now, given your experience as an 

14 accountant, looking at that profile of a start-up business 

15 through its early phase, are you able to express an opinion 

16 to a reasonable certainty as an accountant and a consulting 

17 accountant as to whether those would be results you would 

18 anticipate in a start-up business? 

19 A Yes, I do have an opinion. 

20 MR. CHOCKLEY: Objection. 

21 THE COURT: You have to speak up if you are going 

22 to make an objection. 

23 MR. CHOCKLEY: I wasn't sure whether the witness 
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1 was going to say anything other than "yes." He was 

2 supposed to answer "yes" or "no." 

3 BY MR. FOX: 

4 Q. Do you have an opinion? 

5 What is your opinion? 

6 THE COURT: Wait one second, Mr. Wilson. 

7 MR. CHOCKLEY: I object to that, Your Honor. The 

8 question was incomprehensible and vague as to what --

9 MR. FOX: Let me rephrase. 

10 THE COURT: All right. Rephrase. 

11 BY MR. FOX: 

12 Q. Based upon your experience as an accountant, can 

13 you tell His Honor what you would expect -- in th~ absence 

14 of this information, what kind of profile you would expect 

15 in a start-up business in terms of its income generated? 

16 A Yes. 

17 MR. CHOCKLEY: And my objection -- if you are 

18 going to ask a follow-up question, I'll hold off. If the 

19 witness is going to stop there, I'll hold off. 

20 BY MR. FOX: 

21 Q. Go ahead, Mr. Wilson. 

22 MR. CHOCKLEY: Well then, I object, and the 

23 reason I object is that it's irrelevant. 
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1 THE COURT: What about that, Mr. Fox? 

2 MR. FOX: Your Honor, I think it is relevant that 

3 an accountant can testify whether it was something -- and 

4 I'm not talking about the precise numbers, but what kind of 

5 pattern of income you would expect in a start-up business. 

6 I think it's highly relevant. 

7 THE COURT: When you say "business," you're 

8 talking about a not-for-profit health care organization. 

9 MR. FOX: Yes. 

10 THE COURT: I'll permit it. 

11 BY MR. FOX: 

12 Q. Go ahead, Mr. Wilson. 

13 A. I do have an opinion on that from my experience 

14 and I have worked with at least one start-up hospital. 

15 What ~ would have expected to see sort of in usual 

16 circumstances certainly would have been losses in at least 

17 the first year, possibly more than the first year, as the 

18 hospital attempts to get the volume of revenue or patients 

19 up to the level of its costs that it has had to put in 

20 place to have a basic level of services. 

21 What strikes me as unusual is that this hospital 

22 began to turn around very quickly and generated excess 

23 revenues over expenses in year two of operations and in 

. ·""·. 
i 
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1 most years subsequent to that, with the exception of 1969. 

2 I find that exceptional. 

3 I don't know what the underlying reasons are but 

4 it's atypical. 

5 Q. Now, Mr. Wilson, in terms of revenue growth do 

6 you want to flip your chart over -- are you also able to go 

7 to the financial statements and chart the revenue growth of 

8 Jefferson Memorial Hospital during that start-up phase? 

9 A Yes, I can do that. 

10 Q. Okay. Would you do that for His Honor? 

11 A. Would you prefer that I list them all or take 

12 them one-by-one? 

13 Q. Let's go ahead and list them all and then come 

14 back. 

15 (Witness marking). 

16 Q. Do you have a figure for '66, referring to your 

17 chart? 

18 A. I think 1966 might be a short year. 

19 Q. Now, let's review, this is gross revenue. 

20 Actually you don't mean in thousand dollars anymore, do 

21 you? 

22 A Yes. I have rounded to the nearest thousand. 

23 Q. For 1965 you had gross revenue of what amount? 
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1 A. 618,000. 

2 Q. Is that before, or after, the taxable allowance? 

3 A. It's before deductions for govern discounts and 

4 bad debts. 

5 Q. 1966? 

6 A. $1,162,000. 

7 Q. 1967? 

8 A. $1,682,000. 1968, $2,091,000. 1969, $2,295,000. 

9 1970, $3,706,000. 1971, for that eight-month period, 

10 $2,816,000, and I have annualized that for the full 

11 12-month period for approximately $4,200,000. 

12 Q. Are you similarly able to express an opinion as 

13 you did with reference to net income based on revenue 

14 growth start-up not-for-profi·t hospital as to whether those 

15 results were something that you would have expected from a 

16 not-for-profit charitable hospital in a start-up phase? 

17 MR. CHOCKLEY: I object, same basis. 

18 THE COURT: Overruled. He can answer the 

19 question. 

20 THE WITNESS: I do have an opinion, although 

21 probably less exacting because I think there are many 

22 factors that influence how a hospital grows and how quickly 

23 it grows related to the community around it, the 
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1 demographics and so forth. But clearly Jefferson Hospital 

2 was on a track of good, strong revenue growth throughout 

3 this period. 

4 BY MR. FOX: 

5 Q. Now, with reference to this income profile and 

6 its revenue growth during that period, do you find those 

7 results acceptable, especially in light of some of the 

8 transactions that you reviewed regarding the internal 

9 workings of these corporations, the related corporations 

10 and partnerships? 

A. 

Q. 

I would have to ask you to rephrase the question. 

Let me rephrase. Who owned the building in the 

11 

12 

13 

14 

start-up phase? 

A. In the start-up phase the building was owned by 

15 the King Street Joint Venture. 

16 

17 chart? 

18 

19 

20 please. 

THE COURT: Do you need him to look at the 

MR. FOX: I don't need the chart. 

THE COURT: If you would return to your seat, 

21 BY MR. FOX: 

22 

23 

Q. 

A. 

In the start-up phase, who owned the building? 

The building was owned by King Street Joint 
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1 Venture. 

2 Q. Which later became? 

3 A. Jefferson Memorial Hospital Associates. 

4 Q. Were you able to determine how the lease rate was 

5 derived? 

6 A. In looking at the financial statements and Board 

7 of Director minutes, it appeared that the lease was 

8 structured in a way that the underlying costs of the 

9 building, the mortgage interest, the mortgage itself and 

10 taxes were covered, as well as some level of income return 

11 to the partners of the joint venture, around 10 percent, I 

12 believe. 

13 Q. Now, given that background, are you able to 

14 express an opinion regarding the acceptability or the 

15 normalcy of the net income stream and the gross revenue 

16 growth in light of some of these transactions that involved 

17 related parties? 

18 MR. CHOCKLEY: I object, Your Honor. It's 

19 irrelevant. 

20 THE COURT: Overruled. 

21 THE WITNESS: Based on reading the financial 

22 statements, it looks to me -- my opinion is that the 

23 hospital itself, the operating entity, was likely operating 
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1 under a particular financial burden in that it didn't own 

2 the assets that it operated that were in effect its 

3 financial life blood as well as its mission life blood and 

4 in fact was paying payments out in leases that created 

5 expenses more or greater to the hospital than if they had 

6 owned the building outright and were responsible for the 

7 building and the mortgage underneath that building. 

8 Q. Did you, in reviewing documents, see any evidence 

9 that the management of the hospital, that is Inc., had 

10 different motivations other than let me call it "earning 

11 surplus"? 

12 MR. CHOCKLEY: I object, Your Honor. The 

13 documents say what they say. 
; 

14 THE COURT: Objection sustained. 

15 BY MR. FOX: 

16 Q. Did you review a letter written by Mr. Reeves in 

17 1970? 

18 A Yes, I did. 

19 Q. Let me direct your attention to Exhibit 374 and 

20 also Exhibit 119. Did you review those documents, Mr. 

21 Wilson? 

22 A. Did I review them? Yes, I did. 

23 Q. And in terms of the profit motivation, if you 

··-
} 
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1 will, of JMHI, did those documents shed any light on 

2 whether the hospital was a profit-motivated organization? 

3 A Yes, they do. 

4 Q. What did you conclude? 

5 MR. CHOCKLEY: I object, Your Honor. The 

6 documents speak for themselves. 

7 THE COURT: Objection sustained. He's an 

8 accounting expert, not on personal motivation. 

9 MR. FOX: I understand that, but it's probably 

10 relevant to an accountant when he's looking at something. 

11 I would submit that he's not looking only at the record. 

12 He's looking at corroborating information. 

13 THE COURT: Objection sustained. 

14 BY MR. FOX: 

15 Q. Mr. Wilson in trying to review the history, 

16 financial history of the company, what, if any, relevance 

17 do corroborating corporate documents have such as minutes, 

18 correspondence? 

19 A Well, an auditor would regularly review the 

20 minutes of all the Board meetings and shareholder meetings, 

21 yet again as a corroboration of intent and resolutions that 

22 are brought forth by the governing body of that 

23 organization. 
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1 Q. Okay. If the issue were presented to you as 

2 though JMHI was a struggling corporation in this early 

3 phase of its health care life and you were asked to discern 

4 as an accountant perhaps reasons for why they had not 

5 achieved their best results, to what information would you 

6 resort after the financial statements? 

7 A. If I may rephrase your question and make sure I 

8 understand it? 

9 Q. Yes. 

10 A. You are asking me what kind of evidence would 

11 there be to indicate something regarding the financial 

12 health of a hospital? 

13 Q. Yes. 

14 A Well, I think there are several things that I 

15 would look to as the auditor in this case. I would look 

16 for any evidence that the hospital --

17 MR. CHOCKLEY: I object to what he would look to 

18 as an auditor in this case. He has already testified that 

19 he did not conduct an audit. 

20 THE COURT: Overruled. 

21 BY MR. FOX: 

22 Q. Go ahead, Mr. Wilson. 

23 A. As an auditor or a reviewer of these financial 
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1 statements, I would look to evidence such as the inability 

2 to pay its current bills, judgments against the hospital by 

3 vendors or other credit holders. 

4 I would look for evidence that the hospital was 

5 unable to sustain its operations from a cash flow 

6 standpoint, and, as a reader of the financial statements, 

7 the role that I have taken on in this case, if there was 

8 significant difficulties related to the hospital, I 

9 certainly would have expected the auditors to make some 

10 mention of that in their notes to the financial statements 

11 as well as in their opinions. 

12 Q. Did you see any such notes? 

13 A. There were none. 

14 Q. Did you see any evidence in any of the Board 

15 members or related correspondence that the hospital was 

16 struggling and unable to pay its bills? 

17 MR. CHOCKLEY: I object, Your Honor. This is the 

18 question that you already sustained an objection to. 

19 MR. FOX: No, it's not, Your Honor. This issue 

20 has never been touched upon. 

21 THE COURT: Overruled. 

22 THE WITNESS: I didn't see any evidence in 

23 reviewing the minutes to the Board meetings of any 
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1 references to sustained kind of financial difficulties by 

2 any means. 

3 BY MR. FOX: 

4 Q. Now, Mr. Wilson, you talked about notes on a 

5 financial statement. If the company was encountering the 

6 kinds of difficulties that you just testified to, what kind 

7 of financial statement notes would you expect to find? 

8 A. In response to that, let me just say that the 

9 auditor is responsible as part of his professional duty to 

10 be aware of evidence that would suggest that a company is 

11 having difficulty as a going concern and the fact it may 

12 not survive, and if there's evidence to suggest that there 

13 is significant uncertainty about that and the auditor has a 

14 responsibility to be aware of those kinds of conditions and 

15 indicators, if the auditor determined that there is a 

16 significant uncertainty about the going concern of the 

17 company, there would be a footnote and a reference in the 

18 opinion of the auditor, and I can sort of craft a 

19 hypothetical one in my mind if you would like. 

20 Q. Would it be obscure? 

21 A. It would be very precise and it would indicate 

22 the conditions that the auditor had found and those 

23 conditions might be illiquidity, judgments against the 
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1 organization, continuing operating deficits, financial 

2 projections that suggest that the hospital itself realizes 

3 that it is having financial difficulty and in fact may not 

4 have means to turn it around. 

5 Those would be spelled out in as much detail 

6 possible, and then in the note the auditor would make some 

7 kind of reference that says, because of these factors, it 

8 is uncertain as to whether the company will be able to be a 

9 going concern. 

10 Q. Did you see any evidence in this case that the 

11 organization was not a going concern? 

12 A. No. There was no evidence of that. 

13 Q. on the contrary, was there evidence that it was a 

14 going concern? 

15 A .• 
I 

There was every indication that this was a viable 

16 entity, that it was surviving financially. I think the 

17 financial record as depicted on the chart earlier indicates 

18 that. In fact, the Board minutes reflect that. 

19 I believe in that period of time there was Board 

20 discussion regarding expansion and addition to the 

21 hospital's capacity. 

22 So I didn't see anything to suggest that there 

23 were any pervasive financial difficulties. 
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1 Q. Okay. Now, let me lead you, if I can, to the 

2 next phase. I think you said 1971 stood out 

3 A Yes. 

4 Q. -- as sort of a separate era to you? 

5 A. Right. 

6 Q. From an accounting standpoint, why did that stand 

7 out as a separate era? 

8 A. In 1971 the owners of this business or the 

9 operators of the business attempted to accomplish a 

10 transfer of assets and a corporate reorganization, and 

11 that's what is significant about 1971. 

12 I think it is pivotal for this organization and I 

13 think it was -- well, I'll stop there. 

14 Q. From an accountant's perspective, do you have an 

15 opinion as to why they were attempting to do this, in 

16 simply reviewing the statements? 

17 A. The only thing I can surmise is that 

18 MR. CHOCKLEY: I object, Your Honor. What he 

19 surmises is irrelevant. 

20 BY MR. FOX: 

21 Q. State with reasonable certainty as an 

22 accountant. 

23 A. Well, my opinion is from reading the footnotes 
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1 and the financial statements that there was a period of 

2 time leading up to 1971 where the IRS was questioning the 

3 tactics and status of Jefferson Memorial Hospital, Inc. 

4 I believe that began around 1966, or '67 perhaps, 

5 they were questioning various transactions and so forth and 

6 by 1970 had in fact issued a letter intending to revoke the 

7 tax exempt status of the hospital. 

8 Q. Is it unusual for a charitable hospital to lose 

9 its charitable exemption? 

10 A. It's very unusual. Even in the late '80s and 

11 '90s where there's much more scrutiny by the IRS on tax 

12 exempt organizations, there are fewer of than a handful of 

13 organizations in this country that hav~ had their tax 

14 exempt status revoked. 

15 Q. Have you ever been involved in your 22 or 23 

16 years of practice with one that has had its exemption 

17 revoked? 

18 A. I have not. 

19 Q. What was the financial result, if you will, or 

20 what is evidenced in the financial statements of this 

21 intent to transfer assets? 

22 A. Right. This is where the financial statements 

23 become almost incomprehensible because there are so many 
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1 inconsistencies in what transpired and when it transpired, 

2 and there are three basic entities involved here: 

3 Jefferson Memorial Hospital Associates, the partnership 

4 that owned the bricks and mortar of the hospital itself up 

5 until 1971; then there was the operating company, the 

6 not-for-profit charitable corporation, Jefferson Memorial 

7 Hospital, Inc.; and then there was a new stock corporation 

8 incorporated in the State of Delaware that was incorporated 

9 called Jefferson Memorial Hospital Corporation. And in 

10 reviewing the financial statements for the fiscal year 

11 ended June 30, 1971, here are some of the inconsistencies 

12 that I found. 

13 In reviewing the tax return for the partnership 

14 as of that date, there is a note and a reference in the tax 

15 return that says that on June 30, 1971 the assets of the 

16 partnership, in fact the partnership itself, was liquidated 

17 and all the assets and liabilities were transferred to 

18 Jefferson Memorial Hospital, Inc. 

19 Q. Let's turn to that exhibit. That would be the 

20 tax return for what year? 

21 A. The 1972 tax return, I believe, which is for the 

22 year ended June 30, 1971. 

23 Q. Is that 235? You're referring to the partnership 
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1 return, 230. 

2 A. 230. 

3 MR. FOX: Your Honor, do you want .to see any of 

4 those notes? 

5 THE COURT: I'm doing fine·. 

6 BY MR. FOX: 

7 Q. Mr. Wilson, have you turned to that note in the 

8 1971 JMHA statement? 

9 A. Yes. 

10 Q. What does it say, sir? 

11 A. On the tax return balance sheet there's a 

12 handwritten note that says that the partnership was 

13 liquidated on June 30, 1971; all assets and liabilities 

14 were transferred to Jefferson Memorial, Inc. in exchange 

15 for stock representing an excess of 80 percent ownership in 

16 the Corp by the partners of this venture. 

17 Q. Why do you find to be inconsistency? 

18 A. It's inconsistent in several ways. In reviewing 

19 the June 30, 1971 financial statements for Jefferson 

20 Memorial Hospital, Inc., there's no reflection of the 

21 transfer of those assets from Associates to Inc. as of that 

22 date. There is a footnote that talks about another 

23 transaction that was pending between Jefferson Memorial 

) 
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1 Hospital Inc. and a newly-formed stock corporation called 

2 Jefferson Memorial Hospital Corporation, but no reference 

3 to the liquidation of this partnership that held the brick 

4 and mortar and other assets and other liabilities of the 

5 hospital. 

6 The other thing that I found unusual is in 

7 reviewing this note of the tax return in tandem with the 

8 financial statements for Jefferson Memorial Hospital, Inc. 

9 as of the same date, is that Jefferson Memorial Hospital, 

10 Inc. is a non-stock corporation, and I don't know how you 

11 can have a transaction that exchanges assets for stock in a 

12 non-stock corporation. I didn't understand that. 

13 Q. Okay. Did you see any evidence that that 

14 transaction was in fact completed? 

15 A. I didn't see any evidence in fact, other element 

16 of inconsistency is a year later when this new corporation, 

17 Jefferson Memorial Hospital Corporation, in its financial 

18 statements indicated that in fact it was the one that had 

19 the assets of the partnership transferred to it. 

20 Q. The bricks and mortar? 

21 A. The bricks and mortar primarily, and that in fact 

22 that had taken place on July 1st of 1971, a day later and 

23 that it represented the exchange of, I believe, 60,000 
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1 shares of stock in this new corporation. 

2 Having said that, I didn't see anything outside 

3 of Board minutes and the financial statemen~s to 

4 corroborate the fact that that transaction had taken place. 

5 Q. Okay. Now, from an accounting perspective, what 

6 level of corroborating background documentation would be 

7 required for such transactions? 

8 

9 

10 

11 

A Well, in the case of the 

Q. Or for you to note such transactions in a 

financial statement. Excuse me. 

A Yes. Yes. Auditors by necessity have to rely 

12 upon representations made to him by management .. That's a 

13 given. Management is should and generally should be 

14 intimately familiar with the operations of the 

15 organization. But the audit needs to go beyond management 

16 representations and corroborate externally wherever 

17 possible from some independent source. 

18 As an example, in the case of the so-called 

19 merger and exchange of stock between the non-stock Inc. 

20 Corporation and the stock, Jefferson Memorial Hospital 

21 Corporation, I didn't see any evidence that that had 

22 occurred. But were I the auditor back then, I would have 

23 been looking for something that reflected the dissolution 

J.APP. 4452 

157 



594 

1 of the non-stock corporation that should have been some 

2 kind of legal documentation, probably would have been 

3 confirmation with the legal counsel of the company that in 

4 fact the transaction had taken place and probably some 

5 filings with the jurisdictions involved to evidence that. 

6 Q. Now, in terms of this era 1971, I think you have 

7 already testified that you thought that the IRS situation 

8 was driving this transaction. 

9 MR. CHOCKLEY: I object, Your Honor. 

10 Mischaracterizes his testimony. 

11 THE COURT: Rephrase that. 

12 BY MR. FOX: 

13 Q. That the transaction a reaction to the IRS? 

14 A. I believe that's the case. 

15 MR. CHOCKLEY: I object and move to strike. I 

16 believe he sustained my objection to his going into 

17 motivation for doing that. 

18 THE COURT: Not to that question. 

19 MR. FOX: I don't think so, Your Honor. I think 

20 the question was what it was in reaction to. 

21 THE COURT: I understand. Go ahead, Mr. Fox. 

22 BY MR. FOX: 

23 Q. Go ahead, Mr. Wilson. 
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1 A. I mean, again, in reading the financial 

2 statements, here's the story that I see painted. The 

3 corporation, the non-stock corporation, by ~hat point in 

4 time was in clear danger of losing its tax exempt status 

5 and in fact in the IRS's mind it had already been revoked. 

6 The company was challenging it. There was a point in time 

7 in early calendar 1971 they gave up and accepted the fact 

8 that they were going to lose their tax status with the IRS 

9 and I believe at that point in time, my opinion is that 

10 there was really no other rationale that would have made 

11 sense for trying to in effect recreate this non-stock 

12 charitable organization in the closing of a for-profit 

13 corporation called Jefferson Memorial Corporation 

14 organization and move forward operating essentially as it 

15 had been before in a new corporate shell. In effect they 

16 behaved that way with respect to how they managed the 

17 company. I didn't see anything that changed by looking at 

18 the financial statements or reading commentary in the notes 

19 or the minutes of the new corporation going forward that 

20 was really any different in tenor from the old. 

21 They behaved at that point as a tax-paying 

22 entity. They went back and filed tax returns and utilized 

23 tax benefits that purportedly were available to them for 
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1 the losses that were generated by this not-for-profit 

2 charitable organization in 1965 through 1970. 

3 Q. How could they do that, Mr.Wilson?. Under what 

4 circumstances? 

5 MR. CHOCKLEY: I object to that. He has already 

6 testified that -- he was not qualified as a tax 

7 specialist. He's getting into opinion about taxes 

8 THE COURT: Objection sustained. 

9 MR. FOX: I'll lay a foundation for it. 

10 BY MR. FOX: 

11 Q. Mr. Wilson, are you familiar with the concept of 

12 net operating losses? 

13 THE COURT: Let me ask you how much longer you're 

14 going to be on direct. I don't want to cut you off. 

15 MR. FOX: An hour and forty minutes. 

16 THE COURT: Okay. We'll take a recess. 

17 BAILIFF: All rise. 

18 (A recess was taken at 11:02 a.m.) 

19 BY MR. FOX: 

20 Q. Mr. Wilson, I was asking you if you were familiar 

21 with the concept of net operating losses? 

22 A. Yes, I am. 

23 Q. Are you familiar with the treatment of net 
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1 operating losses? As an accountant are you familiar with 

2 the treatment of net operating losses for tax purposes? 

3 A. Yes. 

4 Q. How are you so familiar? 

5 A. In functioning as a CPA and as an auditor over 

6 the years, I have worked for-profit organizations as well 

7 as not-for-profit so I have a basic understanding of that. 

8 Q. In the ordinary context, what may be done with 

9 net operating losses? 

10 A. Essentially operating losses is a tax concept. 

11 Taxable losses generated by tax-paying corporations can be 

12 used to offset tax liability in other years going back in 

13 time for several years. 

14 Q. How far back? 

15 A. I believe it's five years back and three years 

16 forward, so it's basically used to offset losses in one 

17 year which can be used by the same corporation to offset 

18 tax liability in another year with some limitations. 

19 Q. In reviewing the records in this case, did you 

20 see any indication that any of the Jefferson Hospital 

21 related entities made use of net operating losses? 

22 A Yes, they did. Jefferson Memorial Hospital 

23 Corporation -- let me backtrack. 
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1 Jefferson Mem~rial Hospital, Inc. filed tax 

2 returns and went back for the period 1966 through 1970 and 

3 filed tax returns and utilized net operating losses going 

4 back in time. Going forward, Jefferson Hospital 

5 Corporation, in its first year and perhaps its second year 

6 as a tax paying tax filing corporation, utilized some of 

7 the tax losses generated by Inc. 

8 Q. Okay. Now, did your review indicate to you when 

9 those net operating losses generated by JMHI were 

10 exhausted? 

11 A. They were by-and-large exhausted in the first 

12 year that the corporation filed tax return. That would be 

13 1971. I think there was a small amount of unused losses 

14 that were utilized in 72. Excuse me. Yes. 1972. 

15 Q. Now, are you familiar with IRS code regulations 

16 on the use of net operating losses carry-back and 

17 carry-forward? 

18 A. I'm familiar with that. 

19 Q. Under what circumstances may you use those net 

20 operating losses? 

21 MR. CHOCKLEY: Your Honor, I object. The 

22 witness testified on voir dire that he was not a tax 

23 specialist and he has not been qualified in that area by 
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1 the Court. 

2 MR. FOX: I don't think it's required. He's an 

3 accountant. I have laid a foundation. He said that he's 

4 familiar with their use. He has already testified they may 

5 be used by a corporation and this question goes to whether 

6 they may be used by separate and distinct corporations. 

7 MR. CHOCKLEY: I further note it's a legal 

8 conclusion. 

9 THE COURT: Objection overruled. 

10 BY MR. FOX: 

11 Q. Go ahead, Mr. Wilson. 

12 A. My knowledge of tax net operating loss 

13 carry-forward and how they can being u~ilized, first and 

14 foremost they can be utilized by the corporation that 

15 generates them. They can also be utilized in some limited 

16 circumstances in the case of a merger between two tax 

17 paying organizations that the surviving corporation can in 

18 some circumstances utilize losses generated by the 

19 corporation that's dissolved or that is merged into the 

20 surviving corporation. 

21 MR. FOX: May the witness be shown Exhibit 235? 

22 BY MR. FOX: 

23 Q. While she's doing that, do those net operating 
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1 losses have value to an acquirer? 

2 A Yes, they do. I mean, they're an economic asset 

3 just like any other asset. They in fact are a means of 

4 reducing the liability, tax liability, of a corporation 

5 that through a merger is able to acquire, acquires another 

6 entity, as well as those tax assets or tax attributes. 

7 Implicitly the value associated with those tax 

8 benefits would enter into any kind of arm's length merger 

9 or acquisition transaction between two third parties. 

10 Q. 235. Mr. Wilson, are you familiar with Exhibit 

11 235? Yes, I am. 

12 Q. What is that, sir? 

13 A. It is the US income tax return for Jefferson 

14 Memorial Corporation for the year ended June 30, 1972. 

15 Q. Yes, sir. And what representations are made in 

16 that tax return regarding the relationship, if any, between 

17 JMHI and JMHC? 

18 MR. CHOCKLEY: The document speaks for itself, 

19 Your Honor. 

20 THE COURT: It does, doesn't it, Mr. Fox? 

21 MR. FOX: It does speak for itself, but he's 

22 doing it as an accountant and I think he can testify as to 

23 what it shows and where it is. 
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1 THE COURT: All right. Go ahead. 

2 BY MR. FOX: 

3 Q. Go ahead. 

4 A. Would you repeat the question? 

5 Q. I was asking you what the tax return represented 

6 insofar as a relationship between the taxpayer there, JMHC, 

7 and JMHI. 

8 A. There's no explicit representation or indication 

9 of any relationship between JMHC and JMHI on the tax 

10 return. There is, however -- and I believe this was one of 

11 the years where the employer identification number of JMHI 

12 was used on the JMHC tax return. 

13 Q. Now, as an accountant, what message does that 

14 send, Mr. Wilson, in your opinion? 

15 MR. CHOCKLEY: I object to that. What message 

16 does it send to whom? 

17 THE COURT: Objection sustained. 

18 BY MR. FOX: 

19 Q. What message does that send to the Service or any 

20 reader of that statement who understands tax returns? 

21 MR. CHOCKLEY: Objection. 

22 THE COURT: What difference does it make what 

23 message it sends? 
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1 MR. FOX: I'll rephrase. 

2 BY MR. FOX: 

3 Q. Under what circumstances, if any, Mr. Wilson, may 

4 ONE party use the tax ID number of another party? 

5 A. I'm not aware of any circumstances where one can 

6 use the tax ID for another, just as I can't use your Social 

7 Security number when I file my tax return. 

8 Q. Now, there are attachments to that tax return? 

9 A Yes, there are. 

10 Q. What are the attachments, sir? 

11 A. There are a series of handwritten analyses or 

12 schedules related to cost of operations, other income, 

13 basically supporting schedules for the tax return itself. 

14 In addition·to that, there's a plan, an agreement of 

15 reorganization, for the merger of JMHI and JMHC. 

16 Q. Okay. Now, that's attached as part of the tax 

17 return? 

18 A. I'm assuming so, yes. I mean, since this is a 

19 single exhibit. They were attached when they were filed. 

20 Q. In terms of that plan that is attached, we know 

21 now that it never occurred; is that correct? 

22 A. I don't believe it occurred. 

23 Q. Okay. Now, in your review of the tax returns 
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1 and/or the financial statements of JMHC and/or JMHI, were 

2 you ever able to determine whether the representations made 

3 by that plan were retracted from the tax authority, the 

4 IRS? 

5 A. I didn't see any evidence by reviewing subsequent 

6 tax returns that there was any representation that this 

7 merger didn't take place. 

8 Q. Okay. Now, going back to the NOLs, I think it's 

9 a subsidiary question: Are those NOLs transferrable from 

10 one corporation to another in the absence of a merger? 

11 A. No. 

12 Q. Mr. Wilson, if it were later determined that that 

13 merger did not take place, do you have· an opinion as to 

14 whether the taxpayer was under an obligation to file an 

15 amende~ return? 
I 

16 MR. CHOCKLEY: I object, Your Honor. It's 

17 irrelevant. 

18 THE COURT: What is the purpose of that, Mr. 

19 Fox? 

20 MR. FOX: I think it shows, in light of what 

21 we're dealing with here, they have alleged that laches 

22 applies, and while we say it doesn't apply, it hovers over 

23 this case. And I think it shows that there were active 

.. 
) 
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1 misrepresentations, concealment in a continuing fashion 

2 that pervades this case and that if the Court is called 

3 upon to determine that issue on a factual ba·sis -- and we 

4 don't think you ever get there because we think you are 

5 legally precluded from finding it -- but if you are called 

6 upon or the Court is inclined to rule on a factual basis, 

7 we believe that the continuing representations are an 

8 important aspect of that. 

9 THE COURT: The failure to file an amended 

10 return with the IRS is evidence of concealment? 

11 MR. FOX: No. The question is concealment, duty 

12 to disclose once they discern that there's an error, and 

13 the same representations, for example, were made to the 

14 Commonwealth of Virginia. 

15 THE COURT: Objection sustained. 

16 MR. FOX: Note our exception to that ruling. 

17 THE COURT: Surely. We abolished that section 

18 in about 1970. 

19 MR. FOX: My great and humble apologies to you, 

20 sir. 

21 THE COURT: That was abolished 20 years ago. 

22 MR. FOX: Interestingly, now you have to note on 

23 your orders why you are excepting. So says the 

J.APP.4463 

168 



605 

1 intermediate court of appeals. 

2 BY MR. FOX: 

3 Q. Let me turn you, Mr. Wilson, in 235 on page 

4 number tagged 002911. 

5 A. Would you repeat the number again? 

6 Q. 002911, entitled Jefferson Memorial Hospital 

7 Corporation, Alexandria, Virginia, statement of something, 

8 fiscal year ended 6/30/72. 

9 A Yes. 

10 Q. Have you reviewed that page of the tax return? 

11 A Yes. 

12 Q. There's a reference on page 002911, it says: On 

13 June 30, 1971, Jefferson Memorial Hospital, Inc., .a 

14 Maryland corporation, underwent a, quote, "F 

15 reorganization" through a mere change of place of 

16 organization and change of name to Jefferson Memorial 

17 Hospital Corporation, a Delaware corporation being the 

18 surviving corporation. 

19 Can you tell Judge Swersky what an "F 

20 reorganization" is? 

21 A. Well, the IRS code is actually very succinct 

22 about what an F reorganization is and in fact they've 

23 almost chosen verbatim language out of the code. It's a 
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1 mere change in location or name of an organization. 

2 Q. Is it the same entity or two different entities? 

3 A. A single entity is reorganized und~r the code, 

4 section F, as a mere change in name or change in location 

5 of the organization. Same organization. 

6 Q. Mr. Wilson, moving into the 1974-75 timeframe, 

7 can you tell His Honor what the financial records and 

8 corroborating information convey to you as an accountant? 

9 A Yes. The operating performance of the hospital 

10 operating company, under whichever name we chose, was again 

11 profitable, seemed to be financially viable and relatively 

12 healthy. 

13 It seemed to me, in reading the minutes of the 

14 Board of Directors of JMHC throughout 1972 and '73 and 

15 into'74 that there was almost a pervasive discussion and 

16 dialogue around how to reorganize Jefferson Memorial 

17 Hospital Corporation again, with the primary intent of 

18 finding ways to bring financial gain or return to the 

19 original investors or to the investors in the corporation. 

20 Q. Did you review any minutes where it was indicated 

21 that there were some assets of JMHI that had not been 

22 conveyed to JMHC? 

23 A. In around October -- there was no mention of JMHI 
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1 from any documents that I looked at from the point of time 

2 of around October of 1972 where there was discussion by 

3 legal counsel at one of the Board meetings that said 

4 basically that the merger hadn't taken place, that there 

5 were some tax difficulties around that, and that it was 

6 either pending or was an unconsummated transaction. 

7 About that point -- again, that was October of 

8 1972, thereabouts -- until around December of '75 -- excuse 

9 me. Let me recall the date again -- about 1975, I believe, 

10 I didn't see any reference in any documents provided to me 

11 of JMHI. It was as if it didn't exist. 

12 Q. Now, could you mean December of 1974? 

13 A. I stand corrected. I could verify that if I 

14 could --

15 Q. Okay. Now, in terms of the financial performance 

16 of the hospital after this what you called bellweather year 

17 of '71, what was the net income in '72, '73 and 74? 

18 A. Net income in 1972 was $208,000, again, rounding 

19 to the nearest thousand. In '73 it was $140,000, and in 

20 '74 it was $10,000. 

21 Q. What about through the end of year of 1975, 

22 fiscal year '75? 

23 A. In 1975 net income was $122,000. 
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1 Q. Did you see any evidence in the financial records 

2 in the Fall of '74 through the winter of 1975 that the 

3 hospital was in financial distress? 

4 A. No, I didn't. There was periodic discussion 

5 regarding some cash flow difficulties, but, again, those 

6 were -- I didn't see any evidence of follow-up or ongoing 

7 discussion to the point of despair or concern about the 

8 ongoing viability of the hospital. 

9 Q. Did you see any evidence of the directors of the 

10 corporation pushing any kind of panic button about "We have 

11 to bail out of this organization"? 

12 A. No. There was no discussion regarding pushing a 

13 panic button or having to bail out of this investment. 

14 There was lots of discussion about how to reconvey the 

15 assets· of the hospital into some kind of a different 
I 

16 structure, particularly a partnership in a way that would 

17 return -- that would be in the best interest of the 

18 investors. 

19 Q. Did you understand from a reading of the minutes 

20 what they were trying to accomplish from an accounting 

21 standpoint in transferring the assets to another entity? 

22 A. During that period of time? 

23 Q. Yes, sir. 
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1 A. I believe that they were trying to -- my opinion 

2 is that they were trying to accomplish a couple things. 

3 One was to structure the transaction between a 

4 newly-formed partnership-like entity whereby the hard 

5 assets, the bricks and mortar assets, building and 

6 equipment primarily, would be reconveyed to the partnership 

7 through a sale transaction and then in turn the hospital 

8 operating company, JMHC, in this case would lease those 

9 assets back under terms that in effect would reap a 

10 substantial return to the shareholder partners in the new 

11 partnership. 

12 I think that the other -- in my opinion, the 

13 other corollary reason for looking at that kind of a 

14 transaction was to put the depreciable assets back into a 

15 partnership so that the partners would be able to sustain 

16 depreciation deductions on their partnership tax returns. 

17 Q. Do you recall that there was a stock transaction 

18 in or about this time? 

19 A. There was issuance of 60,000 shares in 1973. 

20 Q. '72 - '73? 

21 A. '72- '73, at $4 a share. 

22 Q. How were the investors to buy into the new 

23 venture in the'75 era? 
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1 A. Again, back in that'72 - '73 period there was 

2 issuance of 60,000 shares at $4 a share. In '75 the 

3 transaction that was contemplated in effect ·allowed the 

4 shareholders, the purchasers of those 60,000 shares, to 

5 convert those shares into debt instruments issued by the 

6 hospital, bonds specifically, and there was a conversion 

7 ratio of $6 a share, which in effect resulted in a premium 

8 benefit to the shareholders. 

9 Q. Let me can ask you, were you able to determine 

10 whether from a perspective of the hospital operating 

11 entity, which at that time they called JMHC, were you able 

12 to determine whether or not that conversion scenario, 

13 conversion of the stock to bonds, retired any sho~t-term 

14 debts and provided infusion of capital into the hospital 

15 operating company? 

16 MR. CHOCKLEY: I'll object at this point to the 

17 relevance of this inquiry. This does not have any 

18 relevance to whether or not these particular respondents 

19 breached a fiduciary duty back in 1971. 

20 THE COURT: Objection overruled. 

21 THE WITNESS: The 1975 transaction, as I 

22 understand it in reading the financial statements and 

23 minutes and another other related documents, attempted to 
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1 do this: It was to take the operating assets of the 

2 hospital out of the corporation we called c into a 

3 partnership. In return, the consideration going the other 

4 direction was in effect cash on the part of partners, the 

5 new partners in this new joint venture. Where did they get 

6 the cash? They got the cash by converting some of the 

7 stock that they owned into bonds and then reconverted that 

8 to cash. 

9 Q. And the investors received the cash? Investors? 

10 A. The investors received the cash. so in effect, 

11 as I recall the transaction, the hospital assets were 

12 conveyed to the partnership through in effect the 

13 retirement of those bonds that were issued for the stock 

14 and the assumption of a mortgage -- I don't recall the 

15 exact amount of the mortgage. It's approximately $300,000, 

16 but I would need to verify that. 

17 Q. Now, Mr. Wilson, going back to 1971, are you able 

18 to express an opinion as to whether or not JMHI, the 

19 hospital operating entity, was a viable going concern? 

20 A. I can. I believe, again, that there were no 

21 indications that I could ascertain that would suggest that 

22 the hospital was not a viable operating entity. It in fact 

23 was operating, and from everything that I have reviewed, it 
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operated successfully after 1971 in much the same manner, 

under the same direction as it had before. I saw no change 

in continuity of the operation of the hospital both before 

and after. 

Q. What about 1975? 

A. My conclusions would be the same. 

Q. Okay. Could you entertain an opinion that in 

8 either of those years the hospital had zero value? 

9 A. No. 

10 

11 

12 

13 

MR. CHOCKLEY: Objection, Your Honor. The 

witness very clearly stated that he not was a valuation 

expert and at his deposition he testified that he was not 

going to give opinions about value and counsel represented 

14 at deposition that he was going to give no opinions about 

15 

16 

17 

18 

19 

value. 

MR. FOX: That's not a value opinion, Your Honor. 

THE COURT: Objection sustained. 

MR. FOX: Your Honor, I would note that in his 

designation, we designated him-- says "Expects.to testify 

20 as to the fair and reasonable value was exchanged for 

21 assets in 1971." 

22 

23 

THE COURT: He's already testified about that. 

MR. FOX: Okay. 
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THE COURT: Your question was broader. It had to 

do with the overall value of the corporation. 

MR. FOX: Let me just confer, if I· might. 

THE COURT: All right. 

MR. FOX: Thank you, Mr. Wilson. 

CROSS-EXAMINATION 

BY MR. CHOCKLEY: 

Q. Mr. Wilson, you went through the gross revenue 

and the net income for the organization JMHI during the 

10 period of -- I guess it was what you called at one point 

11 

12 

13 

"phase one" or the period beginning with the operation of 

hospital up until about 1970, and you went through those 

figures from the exhibits and put them up there. 

14 What I would like you to do if you could is tell 

15 me wh~t the comparable annual figures are for the deficit, 

16 the accumulated deficit, at the conclusion of each of those 

17 

18 

19 

20 

21 

22 

23 

years as reflected on the same financial statements, and I 

believe that starts with Respondents' Exhibit No. 190. 

A. Would you like me just to read them? 

Q. If you would, hang on one second and I will go up 

there and mark them down. 

(Telephone ringing in courtroom) . 

THE COURT: The next time it happens, the bailiff 

J.APP. 4472 

177 



614 

1 is going to own it. 

2 MR. BETTIUS: That's my fault and I apologize. I 

3 didn't know this thing 

4 THE COURT: Does anybody else have a beeper or 

5 cellular phone? Turn on off right now. 

6 MR. BETTIUS: That's uncalled for. I totally 

7 apologize. It is rude and shouldn't happen. 

8 THE COURT: Yes, it is. 

9 BY MR. CHOCKLEY: 

10 Q. Mr. Wilson, do you have Exhibit 195 there in 

11 front of you? 

12 Sorry. 190. 

13 A Yes. The fund deficit was -- again, this is as 

14 of October 31, 1965, and I believe at the end of the first 

15 10 months of the hospital's operations. Do you want this 

16 to the nearest thousand? 

17 Q. Why don't you give me exact numbers? 

18 A. It's $25,685. 

19 Q. And that's designated at what line there, Mr. 

20 Wilson? 

21 A. It's called "fund deficit" or "fund capital" in 

22 brackets deficit on the balance sheet. 

23 Q. Is this what you refer to as the operating 
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1 deficit? 

2 A No. 

3 Q. What I would like is operating deficit, Mr. 

4 Wilson. 

5 A. I don't see any caption in this financial 

6 statement with that indication. 

7 MR. CHOCKLEY: Bear with me a second. 

8 BY MR. CHOCKLEY: 

9 Q. Let's just go on to Exhibit 191, which would be 

10 for the following year. 

11 Do you see the report of the operating deficit? 

12 A Yes, I do. And the operating deficit in October 

13 31, 1967 oops. This exhibit does not include I don't 

14 think there is anything on the '66 exhibit here. 

15 Q. So this is through '67? 

16 A. Through ' 6 7 . 

17 Q. In any event, it's 191? 

18 A. Exhibit 191. 

19 Q. Would you give me the operating deficit? 

20 A. $305,802. 

21 Q. And from that number can you give me the net 

22 operating deficit, or the net deficit? 

23 A . $285,751. 

.... 

) 
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1 Q. All right. And then for the next year, 1968, 

2 which will be Exhibit 192. 

3 A. $251,930.97, and, of course, that's a cumulative 

4 number. 

5 Q. So this would be the cumulative operating 

6 deficit. It would reflect the earlier years as well? 

7 A. That's right. It's not on top of the 305,000. 

8 Q. Right. It's 252,000 in 1968. What is the net 

9 deficit? 

10 A. 231,946. 

11 Q. All right. Go on to the next year, which would 

12 be Exhibit 193. 

13 A. It is slightly illegible, but I believe it's 

14 579,000 -- I can't read the last three digits. 

15 Q. That's okay. Let's call 579. What about the net 

16 deficit? 

17 A. 559, and just round to thousands there. 

18 Q. This is the cumulative operating deficit, 

19 579,000, after these years of operating of the hospital? 

20 A. Correct. 

21 Q. And 559,000 is the accumulated net deficit 

22 through those years; isn't that right? 

23 A Yes. 
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Q. Will you go on to the next year, please, sir, 

Exhibit 194. 

A. Unfortunately this exhibit doesn't· have a balance 

4 sheet, so I can't tell you. 

5 Q. Let's see if I can supply you with one. Can you 

6 turn to -- I believe it's Tauber 43921 of that Exhibit 194, 

7 please. Isn't this a schedule entitled Operating Deficit? 

8 A Yes, it is. 

9 Q. What is the figure shown at that point for the 

10 operating deficit? 

11 A. 406,433. 

12 

13 

14 

15 

. 16 

17 

18 

19 

20 

21 

22 

23 

Q. So it went down a little bit, but again, that's 

the cumulative operating deficit for those years. 

A 

Q. 

A. 

Yes. 

What is the net deficit shown for that year? 

There again, I can't -- without the balance 

sheet, I'm not sure. 

Q. And then, sir let me search for a more 

complete copy, but in the meantime, what about the next 

year? I believe that would be Exhibit 195. What is the 

accumulated operating deficit shown there? 

A. Are we at Exhibit 195. 

Q. I believe that's the one. 
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1 MR. FOX: Is that the one that we supplemented, 

2 Your Honor? 

3 MR. CHOCKLEY: It should be. I be·lieve we did 

4 supplement it. I'm hoping we did. 

5 MR. BETTIUS: Your Honor, can I approach the 

6 witness? 

7 THE COURT: All right. 

8 MR. BETTIUS: Mr. Wilson, see if this doesn't 

9 help you out. 

10 BY MR. CHOCKLEY: 

11 Q. Did you find an Exhibit A to that, 195? 

12 A Yes. 412,619. 

13 Q. Do you find a showing for the net deficit? 

14 A. 392,658. 

15 Q. Now, deficit means that there is no surplus; 

16 isn't that right? 

17 A. Deficit means that the reported liability exceeds 

18 the reported assets by that amount. 

19 Q. Yes. And it means that they're essentially in 

20 the whole by that amount; isn't that right? 

21 A. It means that the recorded liabilities are in 

22 excess of the assets reported at cost by that amount. I'm 

23 not sure what you mean by "in the hole." 
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1 Q. Well, at this point the company JMHI had 

2 liabilities in these amounts in excess of their assets; 

3 isn't that right? 

4 A. Assets as stated at cost, yes. 

5 Q. Now, while you've got Exhibit 195 in front of 

6 you, I would like you to take a look at Exhibit A which is 

7 what you were referring to a moment ago. While you've got 

8 that in front of you, you were talking about -- before when 

9 you were talking about what you would look for in terms of 

10 evidence of financial problems or insolvency, financial 

11 distress, that sort of thing. 

12 A Yes. 

13 Q. Do you remember that? 

14 A Yes. 

15 Q. Wouldn't one of the things you would look for be 

16 whether or not they were paying their rent? 

17 A. Whether they were able to pay the rent? 

18 Q. Yes. 

19 A Yes. 

20 Q. Wouldn't that be evidence of financial distress 

21 if they were not paying their rent? 

22 A. Possibly one indicator if they were unable to pay 

23 their rent. 

. "\ 
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1 Q. Isn't there a listing on Exhibit A for accrued 

2 rent in the amount of 41,852 as of June 1971? 

3 A Yes, there is. 

4 Q. Isn't that some indicator or sign that there's 

5 some financial distress, not paying the rent? 

6 A. No. 

7 Q. They owe somebody $41,000 for rent, do they not? 

8 A. If I rent an apartment and I pay my rent on the 

9 first of the month, at the end of month I have a liability 

10 to my landlord. Does that mean that I can't or I won't 

11 pay? No. 

12 There are other liabilities on the balance sheet 

13 as well. To me that doesn't indicate that they are 

14 necessarily unable to or unwilling to pay. 

15 Q. Wouldn't it suggest to you that you ought to dig 

16 a little deeper to find out whether they were in fact 

17 paying their rent? 

18 A. If I was the auditor auditing the financial 

19 statements, I would look for an indication of their 

20 inability to pay rent. 

21 Q. So that would at least be a red flag that you 

22 ought to look in to whether or not they have been able to 

23 pay rent? 
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1 A. It would be one factor. One among many. 

2 Q. Did you make any investigation of that number 

3 yourself, as to what that comprised in that rent? 

4 A. I wasn't asked to re-audit these financial 

5 statements. 

6 Q. So you don't know whether that's the annual rent 

7 or monthly rent or whatever that is? 

8 A. Based upon -- yes, I do, because based on a 

9 reading of the footnote, this rent most likely was due to 

10 related parties. 

11 Q. But the question was, you don't know whether it's 

12 annual or monthly, do you? 

13 A. I could investigate and determine that, but I 

14 don't know off-hand, no. 

15 Q. And doesn't that Exhibit A also show accrued 

16 expenses for real estate taxes in the amount of $72,802? 

17 A. Yes, it does. And accrued expenses for interest 

18 in the amount of $6,696? 

19 A Yes, it does. 

20 Q. Again, aren't those indicators that you ought to 

21 look to see if the company had the ability to pay those 

22 amounts? 

23 A. Based upon if I were the auditor? 
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·- .. : . ..- ·-
1 Q. If you are looking to determine whether or not 

2 the company has a financial distress, wouldn't you look at 

3 their accrued expenses? 

4 A. It is very, very common. I have never seen a 

5 balance sheet that doesn't have liabilities reflected on 

6 it, if for no other reason by virtue of timing. It's not a 

7 reflection particularly of the inability to pay. 

8 Q. You don't know whether they did or didn't pay 

9 that amount of rent in 1971 or owed that amount of rent in 

10 1971. 

11 MR. FOX: Objection. Your Honor. That's been 

12 asked and answered. 

13 THE COURT: Overruled. Objection overruled. 

14 THE WITNESS: I didn't perform an audit or 

15 examination of these financial statements. 

16 BY MR. CHOCKLEY: 

17 Q. So the answer is you don't know? 

18 A. I don't know whether they paid it or not? 

19 Q. Yes. 

20 A. I don't know specifically whether they paid it or 

21 not. 

22 MR. FOX: can we have our copy back, Your Honor? 

23 THE COURT: Are you finished with it, Mr. 

) 
.... · J.APP. 4481 

186 



.---~~ \ 
·' 

623 

1 Chockley? 

2 MR. CHOCKLEY: Yes. I appreciate counsel letting 

3 us use their exhibit. I understood that th~ Court copy was 

4 going to be substituted and we better check that at a 

recess. 5 

6 Now, Your Honor, if I might come up here for a 

7 moment and flip the chart again. 

BY MR. CHOCKLEY: 8 

9 Q. I believe, Mr. Wilson, that you gave figures for 

10 net income and the gross revenue for the years '71 and 

11 '75. There's one written down up there in your testimony 

12 earlier, did you not? 

A. For 1971? 13 

14 Q. Through '75. Did you also run through that on 

15 

16 

your direct testimony? 

A. I don't recall whether I did or not. 

17 information is available, you know. 

That 

18 Q. Do you know the gross revenue in the years 1972 

19 through 1975? 

20 A. Yes, I do. 

21 Q. And that gross revenue was increasing, was it 

22 not? 

23 A. Yes, it was. 
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1 Q. Starting with about four-and-a-half million in 

2 '72 to about six million, a little over six million, in 

3 1975? 

A 

Q. 

Yes. 

On the other hand, the net income was not 

growing; isn't that right, sir? 

A. It was relatively flat. 

624 

4 

5 

6 

7 

8 

9 

Q. And, as a matter of fact, in 1972 the net income 

10 

11 

12 

13 

was about $208,000; is that right? 

A Yes. 

Q. In 1973 the net income was about $139,000? 

A Yes. 

Q. And the net income in 1974 was about $10,000, was 

14 it not? 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Ai 

Q. 

A 

Q. 

Yes. 

And in 1975 it was up to about 122,000? 

Yes. 

So, in fact, the increase in gross revenue 

doesn't necessarily result in an increase in the net 

income, does it? 

A. That's correct. 

Q. And the fact that the net income may have 

increased in the late 60s doesn't mean it was going to 
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1 continue to increase in the 70s, does it? 

2 A. No. There's no guarantee and I think you have to 

3 look at what the purpose of the organization was; was it 

4 essential to grow net income every year. 

5 Q. Well, you would be seeking to grow the net income 

6 in order to invest additional money into the facility, 

7 would you not? Isn't that what a non-profit would do? 

8 Didn't you indicate before that even though it's 

9 non-profit, it still would be seeking to make money for the 

10 purposes of improving the service? 

11 A Yes. You would want to have a sustained record 

12 of excess revenues being generated, but it would vary from 

13 year to year. You have to look at it in the long run. 

14 Q. And incidentally, Mr. Wilson, you didn't provide 

15 any report to the complainant, did you? 

16 A. No, I did not. 

17 Q. And you don't have any objection to the financial 

18 statements of this organization prior to 1971, do you? 

19 Nothing wrong with the financial statements prior to 1971, 

20 is there? 

21 A. Based upon my reading, again and I want to 

22 emphasize it was not an examination or an audit -- I didn't 

23 see the same kind of blatant inconsistencies that emerged 
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1 in 1971. 

2 Q. And in fact you testified at your deposition that 

3 there was nothing wrong with the financial statements prior 

4 to 1971; is that correct? 

5 A. I would have to clarify my deposition and make 

6 sure that it's understood that I didn't perform an audit or 

7 examination nor did my staff. It was simply based upon an 

8 informed reading of the financial statements based upon 22 

9 years of experience. 

10 Q. Now, with respect to the so-called blatant 

11 inconsistencies, isn't the inconsistency that you point to 

12 the question whether or not the note that indicates whether 

13 assets were transferred to -- whether Associates' assets 

14 were transferred to Inc. or Corp? Isn't that what you 

15 refer to when you talk about blatant inconsistencies? 

16 A. I would say that there are either two, possibly 

17 three, versions of the truth as to what happened at that 

18 point in time and I honestly can't tell from reading this 

19 financial statements. 

20 Q. Isn't the inconsistency that troubled you the 

21 note in one or two of the financial statements that say the 

22 assets were transferred to Inc.? 

23 A. It had to do with whether the assets were 

; 
/ 
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1 transferred out of Associates to Inc. or to JMHC, whether 

2 

3 

4 

5 

6 

7 

8 

9 

10 

or not in fact that transaction of took place, and also, 

even if it did, when did it happen. 

There were various versions of all of those 

things. 

Q. In the financial statements where there's an 

indication that assets of JMHA, the partnership, were 

transferred to Inc., if that statement said they were 

transferred to Corp, there would no inconsistency, would 

there? 

11 MR. FOX: Objection, Your Honor. Speculation. 

12 THE COURT: Objection overruled. 

13 THE WITNESS: Would you rephrase the question for 

14 me or read it back? 

15 BY MR. CHOCKLEY: 

16 Q. I'll re-ask it. If the note which indicated that 

17 JMHA's assets were transferred to Inc. had said instead 

18 that they were transferred to Corp, there would be no 

19 

20 

21 

22 

23 

inconsistency, would there? 

A. There would still be inconsistency regarding when 

that took place. Did it take place on June 30th or July 

1st? 

There would be inconsistency regarding --
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1 Are you referring to the transaction between 

2 Associates and Inc. or the merger between Inc. and C? 

3 Q. Well, I think that I was referring.to the 

4 transaction that took place among the three organizations 

5 and I think you answered my question about it. But with 

6 respect to the date, you're saying that that is a blatant 

7 inconsistency as to whether it was June 30 or July 1? 

8 A. Absolutely, because the tax return that was filed 

9 indicated that the transaction took place on June 30. It's 

10 reflected in the tax return. The financial statements 

11 don't reflect that. One or the other has to be wrong or 

12 false. 

13 Q. Now, it is a matter of fact that from 

14 time-to-time accountants, as well trained and qualified as 

15 

16 

they are, they do make mistakes, do they not? 

A. Humans make mistakes. This was an error. It was 

17 an error and either the auditors -- the combination 

18 didn't independently verify what was represented to them by 

19 

20 

21 

22 

23 

management or somehow overlooked the inconsistency between 

the tax returns and the statements of the various entities. 

Q. 

A 

Q. 

Accountants make errors as well, do they not? 

Yes, they do. 

And I believe one of the things you said was that 
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1 the financial statements are statements of management, not 

2 accountants? 

3 A. It's the primary responsibility of management. 

4 Q. And I believe also you were saying that when 

5 there's a reflection that there's a merger that you would 

6 want -- as an auditor, you would go back and look for 

7 additional evidence such as talking to legal counsel and 

8 looking for legal documents and evidence of the merger? 

9 A. Yes. 

10 Q. Is that right? 

11 A Yes. 

12 Q. And do you have an opinion one way or another as 

13 to whether the accountants here did talk to legal counsel? 

14 MR. FOX: That's so highly speculative that I 

15 don't !see how anybody could even conceive an answer to it. 

16 An opinion as to whether they talked to them 

17 THE COURT: You can ask him if in his examination 

18 he saw anything that reflected that. 

19 BY MR. CHOCKLEY: 

20 Q. In your review, did you find any indication that 

21 the accountant had consulted with legal counsel? 

22 A. We didn't have any access to the working papers 

23 of the auditors for the audit so it was impossible. 
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1 However, I would say that the auditors had a responsibility 

2 to do that, but also it is the responsibility of management 

3 not to send the auditors on some kind of a blind hunt 

4 either. 

5 Q. When you're reviewing the work of another 

6 auditor, you would want to talk to the auditor, wouldn't 

7 you? 

8 A. It would depend upon the scope of what I've been 

9 asked to do. 

10 Q. Wouldn't it be beneficial to you to talk to the 

11 auditor who conducted this particular audit? 

12 A. If I had a chance to talk to the auditor, I would 

13 probably know more than I do now. But I wasn't asked to do 

14 that. 

15 Q. So you didn't make any attempt to contact the 

16 auditor? 

17 A. I wasn't authorized to do that. 

18 Q. Wouldn't you also find it beneficial to talk to 

19 legal counsel who prepared the merger papers? 

20 A. There may be information that legal counsel could 

21 provide, but, again, my role was not to re-audit those 

22 financial statements. 

23 Q. But if you were the auditor back at that time, 

) 
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1 then you as that auditor would have contacted legal 

2 counsel, wouldn't you? 

3 A. I probably would have and I don't know that they 

4 weren't. 

5 Q. Now, Mr. Wilson, I believe that you have 

6 indicated that you can't tell what happened here. 

7 A. Regarding what. 

8 Q. In 1971 that you can't tell from the financial 

9 statements what happened. 

10 A. There's more than one version in published 

11 reports that describes what happened. I'm not sure which 

12 one, if either or any, actually occurred. 

13 Q. Isn't it in fact very simple what happened and 

14 that is that one for-profit corporation acquired the assets 

15 and liabilities of a non-profit corporation and acquired at 

16 the same time the assets of the partnership? 

17 A. I don't think it is so simple and I don't know 

18 that for a fact. Again, as an accountant, not a trained 

19 lawyer by any means unfortunately, but based on a reading 

20 of those footnotes, I don't understand how you can 

21 consummate a transaction between a non-stock charitable 

22 organization and a stock corporation. 

23 To me, the existence of stock in a non-stock 

J.APP. 4490 

195 



632 

1 corporation can't happen, so I don't understand. 

2 Q. But that's something you would have expected the 

3 auditors at the time to pick up, wouldn't you? 

4 A. I would have expected management to pick that up 

5 and make sure the financial statements probably reflected 

6 what happened. 

7 Q. I'm asking about the auditors. You would expect 

8 the auditors to pick up the fact --

9 A. They would also have the responsibility, but 

10 management would have the primary responsibility. 

11 Q. Apparently the auditors here didn't pick it up; 

12 is that right? 

13 A. Somebody didn't pick it up. 

14 Q. The auditor did not; isn't that right? 

15 A. I think the auditors and management didn't pick 

16 it up, or maybe they did. Maybe they knew. 

17 Q. And so in that situation the auditors would have 

18 violated their duties under their professional -- under 

19 your profession, that is, the AICPA duties; isn't that 

20 right? 

21 A. There's a prescribed set of procedures that guide 

22 us. There are some rules of conduct and broad guidelines 

23 regarding the audit process. Without having a complete 
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1 knowledge of what the auditors did and didn't do, it's hard 

2 for me to assess whether or not what they did was 

3 sufficient and complete and in accordance with the 

4 professional standards or not. 

5 All I can say is that the end product is an 

6 erroneous financial statement. 

7 MR. CHOCKLEY: I bet the Court's indulgence for a 

8 moment. 

9 BY MR. CHOCKLEY: 

10 Q. Now, Mr. Wilson, in reference to -- in response 

11 to one of my earlier questions, I believe you talked about 

12 your staff, they asked or didn't ask something. 

13 In any event, you have a staff who assisted on 

14 this matter? 

15 A Yes, I do. 

16 Q. And there were a number of people from Arthur 

17 Anderson who worked on this engagement with you on behalf 

18 of the Attorney General; isn't that right, sir? 

19 A Yes. 

20 Q. Among them there was an another gentleman by the 

21 name of Craig Kettler? 

22 A. Yes. 

23 Q. You didn't supervise Mr. Kettler's work, did you? 
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1 A. I did not. 

2 MR. CHOCKLEY: I have no further questions. 

3 THE COURT: Any redirect? 

4 MR. FOX: Just briefly. 

5 REDIRECT EXAMINATION 

6 BY MR. FOX: 

1 Q. Mr. Wilson, addressing that issue of accrued 

8 monthly rental on the statement, I believe it was 195, does 

9 the fact that that accrual is noted on the statement but no 

10 adverse remark or note made about it by the auditor tell 

11 you as an accountant anything? 

12 A. As a trained accountant and reader of those 

13 financial statements, the absence of any description 

14 regard~ng any unusual nature of those liabilities or the 

15 inability of the hospital to discharge those obligations, 
i 

16 my interpretation would be that in the absence of that kind 

17 of commentary, there was no unusual aspect to those 

18 liabilities or, again, the ability of the hospital to pay 

19 them. 

20 Q. Do you recall in reviewing the chronology of the 

21 corporation, that is, JMHI, that JMHI was responsible --

22 even as a tenant was responsible for the building costs and 

23 any access building costs? 
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1 A Yes, they were. 

2 Q. Do you recall that there were at one time bonds 

3 issued for construction overrun? 

4 A Yes, there was. 

5 Q. About 39,000 or so? 

6 A Yes. 

7 Q. If those bonds had been issued by the company for 

8 that rent, would the offsetting entry on the company's 

9 books be accrued rental? 

10 MR. CHOCKLEY: I object, Your Honor. It's 

11 leading. 

12 MR. FOX: I'll rephrase it. 

13 BY MR. FOX: 

14 Q. How would that bond transaction be reflected if 

15 those bonds were issued for rent? 

16 A. It would be reflected as accrued liability, rent 

17 liability, on the balance sheet. 

18 Q. Now, in terms of the exercise that you went 

19 through with Mr. Chockley where he outlined the-operating 

20 deficit and capital deficit, can you distinguish for His 

21 Honor the difference between capital deficit and the 

22 operating deficit? 

23 A. The capital deficit -- is that that page there 
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1 that you have? 

2 Q. No. 

3 A. or was it the page prior? 

4 Q. can you see that? 

5 A Yes. Thank you. The operating deficit that's 

6 reflected on that sheet it's important to note is really a 

7 reflection of if JMHI were a stockholder company of 

8 shareholders equity; shareholders deficit in this case. It 

9 represents in a bookkeeping sense the difference between 

10 tallying up all the liability of the organization and all 

11 the assets of the organization which are all reflected as 

12 costs, not necessarily what their value is, but at cost, 

13 and even depreciated costs. 

14 So it's, true enough, there was a shareholder 

15 deficit or in this case enough a deficit for several of 

16 those years. That's not necessarily a reflection of the 

17 true worth or value of that organization. 

18 Q. Is it a reduction in capital? 

19 A. It's in effect what the capital account would be 

20 at any point in time and it happened to be in a deficit 

21 position. 

22 But alongside that you have to look at what the 

23 net income was of the organization each year, income or 
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1 loss, and that's a better reflection in my view of the 

2 ongoing operations of the hospital and its sustainable life 

3 as an organization. 

4 Q. Now, you say that the assets that are on the book 

5 are receivables, but the liabilities are at current face 

6 value; is that correct? 

7 A Yes. 

8 MR. FOX: I don't have any further questions, 

9 Your Honor. 

10 THE COURT: Anything based on that? 

11 MR. CHOCKLEY: No, thank you. 

12 THE COURT: May the witness be excused? 

13 MR. BETTIUS: Yes, Your Honor. 

14 THE COURT: Thank you, sir. You are excused and 

15 free to go. 

16 MR. BETTIUS: Could we have just one moment? 

17 There's one thing I wanted to look at. We reserve the 

18 right to recall Mr. Wilson. 

19 MR. CHOCKLEY: He has already been excused, 

20 Judge. 

21 THE COURT: You will have to get him back if you 

22 want him back. He's not excused from the rule on witnesses 

23 if you intend to call him back. You can't discuss with him 
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1 the testimony of anyone else in court. 

2 MR. CHOCKLEY: It occurs to me that perhaps we 

3 ought to notify Mr. Wilson of that because h~ heard he was 

4 excused a moment ago. 

5 MR. FOX: He's out there. 

6 THE COURT: All right. What is next? 

7 MR. FOX: Your Honor, would the Court entertain 

8 breaking for lunch now? 

9 THE COURT: Who is the next witness? 

10 MR. FOX: Mr. Kettler. 

11 THE COURT: How long is he going to take? 

12 MR. FOX: He's going to take an hour-and-a-half 

13 or so. 

14 Total of direct -- I would think direct 45 or 50 

15 minutes. 

16 THE COURT: All right. 1:30. 

17 BAILIFF: All rise. 

18 

19 (Whereupon, a luncheon recess was taken.) 

20 

21 

22 

23 
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and a constructive trust imposed on all assets of JMHI. The relief sought by way of 
money damages will be denied. 
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The issues presented are dealt with a8 follows under the laws of Virginia: 

I. STANDING OF COMPLAINANT TO BRING ACfiON. 

The Court has previously ruled in the pretrial proceedings that the Attorney 
General has standing and authority to bring this action both at common iaw and 
pursuant to Title 13.1, Code of Virginia, §909(B). The Commonwealth's Attorney 
for the City of Alexandria is a proper party to the claims based upon Title 55, Code 
of Virginia, §29. 

In view of the express provisions of §13.1-909(B), the fact that JMHI was 
incorporated in Maryland does not bar the Attorney General from bringing this 
action in Virginia. Respondents' reliance on the prohibition against the 
Commonwealth from regulating the "organization and internal affairs of a foreign 
corporation" fonnd in §13.1-923(C) is misplaced as this action does not seek to 
regulate any organization nor any internal· affairs of JMHI. 

Therefore, the Court concludes that this action is properly brought. 

II. BURDEN OF PROOF. 

~ In view of the Court's finding th~t the transactions shown were void (as set 
forth later herein), the Court has allocated the burden of proof as follows: 

A. The burden rests upon Complainant to prove that the 
transactions are void as a breach of trust by Respondents by a preponderance of the 
evidence. Baylorv. Beverly Book Co., 216 Va. 22 (1975); Giannotti v. Hamway. 239 
Va. 14 (1990). Since there is an indication byway of dicta in Willson v. I<able, 177 
Va. 668 ( 1941) that the proof must be "clear, strong, and cogent", the Coun also 
finds that Complainant has carried such a burden. 

B. ~ Respondents have argued that the nature of transactions places 
this case in the line of authority that fi1akes the transactions voidable not void. 
Hence, they argue they are entitled to show the fairness of the transactions. See, 
Owens v. Owens, 196 Va. 966 (1955). While the Court does not agree that the 
transactions are merely voidable, in such circumstances Complainant would be 
required to make a prima facie showing of misdealings and the burdens of going 
forward and ultimate persuasion would rest upon Respondents to show the fairness 
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by convincing evidence. Owens. supra, at 972. 

III. FACTS. 

February 7, 1997 
Page Three 

There is no real conflict in the evidence as to the facts surrounding the 
traliSaCUOliS cil\0 tlley are amply SUpponed uy Ult:"UULUiiit:UUi awnittt::U iul.o eviuc::Ul:C::. 

After the acquisition of real estate by deed and lease by the King Street Joint 
Venture (I<SJV) during 1962, 1963, and 1964, .held by Respondent Tauber as trustee 
for the joint venture, a for-profit corporation was formed to transact the business of 
operating a hospital. The for-profit coxporation was chartered in Maryland in 1963 
and authorized to do business in Virginia in the same year. 

In 1964, the corporate charter was amended to a "Section 501(c)(3) 
charitable, non-profit corporation" and JMHI did business as such untill971. The. 
Internal Revenue Service began investigating the possible revocation of the tax­
exempt status of JMHI in 1969, culminating in the revocation in 1971. The Board of 
JMHI had retained counsel but withdrew its protests to IRS and accepted the 
revocation. Counsel was retained, according to the uncontradicted evidence, to make 
recommendations regarding the conversion of the corporation to for-profit status with 
an eye to a public sale of stock. 

A Delaware for-profit corporation·, Jefferson Memorial Hospital Corporation 
(JMHC) was formed in 1971 and a putative merger was arranged. The merger, 
referred to as a "F" merger, was·reported on tax returns filed in 1972. The record is 
devoid of documents to support the merger but Respondents contend that the merger 
had occurred "in the minds of the directors." No evidence has been presented to 
show that at that time due diligence was used to protect the interests of the 
beneficiaries of the charitable hospital. 

Efforts w~re made later in 1971 and again in 1973 to effectuate the merger. 
Documents indieate that JMHC assumed all of the liabilities of the charity in return 
for its assumption of JMHI assets. The charity was to receive 5,000 shares of stock 
in JMHC. No transfer of the stock has· been made. 

There are numerous transactions shown, some of-record and some not, dealing 
with the real estate, the equipment,. the leases, and the use of tax benefits. The 
transactions show an entire course of self-dealing by the directors of the charity. 
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They were able to acquire interests in the real estate, the equipment and lease, and 
were able to use tax benefits belonging to the former charity to enharice the gain of 
the for-profit corporation. The record is replete with discussions among Respondents 
as to their personal profits and gains with no .. reference to the best interests of the 
beneficiaries nor of the charitable corporation. The result was the total obliteration 
vf the :rL&:r~.-prvfit Cv.a. pvrativu. 

As one example, the subdivision of the real estate in 1970 in which JMHI had 
a 65% undivided interest resulted in the loss of this interest. In its place, JMHI 
obtained a 20% interest consisting of an allocated parcel. No explanation is offered. 
In 1973, the non-profit corporation was dissolved by the State of Maryland fot 
failure to file necessary property taxes and filing fees. In spite of this, Respondents 
caused to be filed a certificate with the Commonwealth that the corporation 
remained in good standing. 

The record reveals that the interests of the charitable corporation (and hence, 
the beneficiaries of the charity) were given no consideration by the directors who 
were operating out of motives of self-gain and inurement. · 

The transactions are convoluted and complex with off-record real estate 
transactions conflicting with the state of the title as shown on-record. Net operating 
losses were used as tax deductions by JMHC that had become deductions are a result 
of the revocation of JMHI's tax exempt status. When Respondents had exhausted 
these deductions, they began seeking ways to benefit their own tax status through a 
complicated series of notes and bonds, and while some personal risk was taken, the 
Respondents and others were participating in the venture in basically a risk-free 
manner. 

Respondents claim that JMHI had no value at the time it was changed to a for­
profit corporation and, therefore, the transactions by which they assume control of 
the corporate assets by the assumption of its liabilities were fair. 

The evidence as to the valuation of this entity is conflicting. The experts have 
disagreed not only in their conclusions out with the methodology employed. The 
Coun finds that in 1 971, the time of the change to for-profit, the corporation 
(JMHI) had value. It had value as a "going concern" with growing revenues but an 
erratic pattern of net earnings. Ho~ever, Respondents' experts are the more 
persuasive and the Court finds that Respondents have carried their burden of 
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showing that the value of the corporation. did not exceed its liabilitie~. 

However, this does not constitute a defense to the claims made here for 
reasons that follow. 

IV. TkUSTS. 

As used in this opinion, the term "void" is construed to mean voidable at the 
election of the cestui que trust. 

The directors of a not-for-profit corporation hold the assets in trust for the 
beneficiaries and their duties are identical to those imposed on trustees of a trust. 
Adelman v. Conotti Corp., 215 Va. 782, 789 (1975). 

In Rowland v. I<able, 174 Va. 343 (1940), the Court drew a distinction 
between those cases where the directors profit from the property of their corporation, 
in which event the transaction is void, and those cases where the director deals with 
the corporation with its consent, in which event the transaction is merely voidable if 
unfair. The Court, quoting Deford v. Ballentine Realty Corporation, 164 Va. 436, _ 
440 ( 1935), said in stating the majority rule: 

There is a distinction to be made between transactions 
occurring directly between a trustee and his cestui que trust 
and those transactions in which the trustee deals with himself 
in respect to the trust estate. The latter class of transactions 
are voidable by the cestui que trust at his election without 
giving any reason or alleging any fraud, or any advantage 
or inadequacy of price. Rowland, supra, at 368-69. 

The actions of these directors are voidable at the option of the beneficiaries of 
the trust impost:d upon them without proof of an actual injury. See, Rowland, supra, 
at 366; See also:I<essler v. Commonwealth Doctors Hospital, 212 Va. 497 (1971). 
In the case of a charitable non-profit corporation, the public as represented by 
Complainant are the beneficiaries of the trust. 

At common law, then, Respondents hold the assets of JMHI in trust for the 
public. 
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In addition, it is clear under Virginia law (Maryland law being .similar) that 
directors of a dissolved corporation become formal trustees upon dissolution and hold 
for the benefit of the creditors and shareholders if for-profit or for the public if non­
profit. Since the Court finds that no merger:of JMHI and JMHC has occurred and 
that the transactions by directors of JMHI are void, the assets remained in JMHI 
until 1ts cilssoiuuon. At the time of dissoiution, these assets passed into and ren1ain 
in the hands of Respondents as trustees. 

Under Title 13.1, Code of Virginia, §909(B), this Coun has the authority to 
liquidate the assets and business of JMHI at any time after termination of its 
existence and whether the corporation was domestic or foreign. The corporation 
(JMHI) has property and interests located here and no where else. Section 13.1-910 
provides the method for liquidation by appointing receivers to manage, wind up and 
liquidate the corporation. 

Pursuant to Title 55, Code of Virginia, §29, where trust~es of any trust such as 
that imposed on directors of a non-profit corporation refuse to act then the Court · 
may, in an action against the trustees, appoint trustees to execute the trust. Here 
there is little doubt that the trustees, the directors of JMHI, have refused to execute _ 
the trust; thus, this Court may appoint substitute trustees. 

v. LACHES AND GOOD FAITH. 

Respondents claim that an undue delay, some twenty-four (24) years from the 
date of the initial transaction complained of, coupled with the death and disability of 
witnesses and parties, has resulted in prejudice to their ability to present a defense. 
Complainant argues that laches, as raised by Respondents, does not apply to the 
Commonwealth and that the real party in interest is the Commonwealth. 

The Court ruled at pretrial that Respondents would not be barred from 
presenting evidence on this issue; relying on authorities that seemed to hold that 
laches may apply in cases of a charitable corporation but that equity was reluctant to 
apply the doctrine in such cases. See, Bogert, The Law of Trusts & Trustees, §411, 
948 and 949 ( 1984). · 

It has been said that Courts of equity are less inclined to apply the doctrine to 
a charitable trust or against a government. Mount Vernon Mortgage Corp. v. United 
States, 236 F2d 724, (D.C. Cir. 1956), Cert. Denied, 77 S. Ct. 386 (1957). 
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In Virginia, neither the statute of limitations nor laches may be asserted as a 
defense in an equitable proceeding to bar the state from asserting a cl3.im on behalf of 
the public. Supervisors v. N.&W.R. Co .. 119 Va. 763, 790 (1916), as cited in~ 
of Manassas v. Board of Supervisors, 250 Va~ 126 (1995). The Coun concludes that 
this cause is brought by the Commonwealth "on behalf of the public" and not to 

• • • t ~ 'I • TT 1 1 1 1 protect pnvate llltt:resu; a!) a.rguc:u uy 1\.t:~puuuc:uu;. nc:ul.:c:, 1auu::, uuc:, uui. app1 y. 

Even if the doctrine could be asserted, Respondents have not carried their 
burden of showing that the doctrine should bar this action. While the passage of 
time is significant, no evidence of substantial prejudice has been shown. The 
transactions questioned by Complainant are clearly documented and are basically not 
in dispute. 

No showing has been made as to what evidence Respondents have been 
prevented from presenting as a result of the deaths and disabilities alleged. There is 
one example in which JMHC was identified by an accountant who has since died as 
JMHI well after the purported merger. Respondents argue that this would have been 
shown to be a mistake by the accountant. The circumstances surrounding the 
document are evidence from which the Court could conclude such an error and no 
prejudice results to Respondents. 

In addition, there is no persuasive evidence that the Commonwealth had such 
notice of the change in the corporate structure as to trigger its right to act. The 
documents reveal at best confusion and at worst an intent to mislead the authorities 
as to the structure of the hospital. The continued use of JMHr s tax identification 
number, the off-record transactions, the use of JMHI's operating license to operate 
the hospital, the attempts to "clean up" the transaction in later years, and failure to 
record and file proper documents all serve to indicate a lack of notice to 
Complainant. With the heavier burden resting on Tauber's shoulders because of the 
nature of the claim, it is clear that there has been no showing of laches in this case. 

Respondents argue that they were operating in good faith and argue that many 
of the transactions were done with advice of counsel. In view of the Court's finding 
that the nature of the transactions renders them void not voidable, the good faith of 
Respondents, even if shown, would not be a defense and the transactions are voided 
at the election of the cestui que trust. l(essler, supra, at 503. 

In any event, the record reflects a failure on Respondents part to give full and 
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complete information to counsel when advice was sought and, therefore, the advice 
could not be asserted as a defense. If this defense was available, it would require a 
showing of acting in good faith on advice of reputable counsel after full disclosure of 
the facts. Edwards v. Carey, 219 Va. 90 (1978)( a case dealing with an action for 
malicious prosecution). 

VII. RES JUDICATA 

Respondents in 1994 filed a bill in this Court to quiet title to the real property 
at issue in this case. Service was had by publication against unknown parties 
claiming an interest. The Commonwealth was not identified as a party nor served 
vvith process. 

Respondents now claim that Complainant is barred by its failure to intexvene 
and respond in that suit to protect its interests. Res judicata would not apply under. 
these circumstances. O'Hara v. Pittston Co., 186 Va. 325, at .344-346 ( 194 7). 

Respondents failed to join the Commonwealth when they knew of the 
existence of the potential claiui and they now assert that the Commonwealth was a _ 
necessary party to the quiet title action so that it is bound by the judgment. Having 
failed to join a known party whom they claim to be necessuy to an adjudication of 
the issues, the Respondents cannot now pe heard to complain of the failure of the 
Commonwealth to respond. 

VIII. REMEDIES. 

Having granted the relief sought the Court must fashion the remedy. Counsel 
should schedule a prompt hearing to discuss the possible methods for carrying out 
the Court's ruling including appointment of a Commissioner in Chancery, substitute 
trustees, or custodians. 

Counsel riiay also vvish to consider whether judicial economy is best served by 
an appeal pursuant to Title 8.01, Code ofVirginia, §670(B)(3), if they are so advised. 
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Complainant shall prepare for presentation a decree embodying the ruling of 
the Court. 

Very t;ru!y yours, 

~J),g__ 
Alfred D. Swersky 
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VIRGINIA: 

IN THE CIRCUIT COURT FOR THE CITY OF ALEXANDRIA 

COMMONWEALTH OF VIRGINIA, et als., 

Complainants 

v. CHANCERY NO. CH961241 

lASZLO N. TAUBER, et al., 

Respondents 

ORDER 

This cause came to be heard upon the merits at a trial commencing on 

January 21, 1997, until its conclusion; upon the testimony, exhibits and argument of 

'counsel. It appearing to the Court for the reasons stated and fully set fonh in its 

opinion letter dated February 7, 1 997, which letter is incorporated herein, it is 

1 ORDERED, ADJUDGED and DECREED that a declaratory judgment 

le. and it hereby is, entered that the assets and liabilities of Jefferson Memorial 

Hospital, Inc., be, reside and remain with Respondents as trustees and further that a 

constructive trust be and it hereby is imposed on such assets and liabilities; further, it is . 

ORDERED, ADJUDGED and DECREED that a custodian, the identiy 

I to be determined by this Court, be appointed with exclusive jurisdiction to hold and 

!administer the said assets and liabilities in whatever form and \vhereever located; 
I 
I 

!further, it is 
I; 
II 
j: 

l1 I! ORDERED, ADJUDGED and DECREED that the Respondents shall 
ii 
!!prepare and submit under oath a full and complete accounting of all assets and 

!I 

il ()~71 
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liabilities that are the subjea of this Decree within sixty ( 60) days hereof and 

Complainant shall respond within thirty (30) days of the receipt, which accountings 

shall disclose all rents, issues, profits, accretions, and benet'its, tangible and intangible, I 
. I 

which have accrued therefrom and further proc~edings shall be had and further evidence I 

taken, if necessary, by this Court; further, it is 

ORDERED, ADJUDGED and DECREED that Respondents shall not 

convey any property, real, personal, tangible, or intangible, without approval by decree 

of this Court and Complainant shall cause a copy of this Decree to be spread among the 

land records of the City of Alexandria or any other jurisdiction wherein such propeny 

i may be located; further, it is 

. I 
,I 

ORDERED, ADJUDGED and DECREED that the custodian appointed 

I by this Coun shall submit for approval by this Coun a plan for the use or disposition of 

the assets and liabilities of Jefferson Memorial Hospital, Inc., and further, it is 

ORDERED, ADJUJ?GED and DECREED that Complainants' claim for 

monetary damages be and it hereby is denied. 

Entered this 3 day of n~ ~'- , 1997 . 

Alfred D. Swers 

I The objections of all parties as noted in the record are hereby preserved. 
I 

I Copies to all Counsel of Record 

II 
II 
·I 
II 

()~72 
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255 Va. 445,499 S.E.2d 839 TAUBER V. COMMONWEALTH (S. Ct.1998) 1998 Va. 
Lexis 58 

LASZLO N. TAUBER, ET AL. 
vs., 

COMMONWEALTH OF VIRGINIA, ETC., ET AL: 

Record No. 971155 
SUPREME COURT OF VIRGINIA 

255 Va. 445,499 S.E.2d 839,1998 Va. LEXIS 58 
April17, 1998, Decided 

FROM THE CIRCUIT COURT OF THE CITY OF ALEXANDRIA. Alfred D. Swersky, Judge. 

Certiorari Denied November 2, 1998, Reported at: 1998 U.S. LEXJS 6910. 

COUNSEL 

Gaspare J. Bono (Frederick W. Chockley; James M. Bums; Baker & Hostetler, on briefs), for 
appellants. 

Marc E. Bettius (Richard Cullen, Attorney General; Claude A. Allen, Deputy Attorney General; Frank 
Seales, Jr., Senior Assistant Attorney General; Lawrence H. Herman, Assistant Attorney General; S. 
Randolph Sengel; Krista G. Boucher; Ina C. Charvet; Lawson & Frank, on brief), for appellees. 

Amicus Curiae: Touro College (Stephen D. Rosenthal; Mays & Valentine, on brief), in support of 
appellants. 

Amici Curiae: American Council on Education: National Association of State Universities and Land 
Grant Colleges (Sheldon E. Steinbach; Michael L. Gassman; Mark L. Pelesh; Whitney L. Ellenby; John R. 
Przypyszny; Drinker, Biddle & Reath, on brief), in support of appellants. 

JUDGES 

OPINION BY JUSTICE A. CHRISTIAN COMPTON. 
AUTHOR: COMPTON 

OPINION 

{*448} Present: All the Justices 

OPINION BY JUSTICE A. CHRISTIAN COrviPTON 

In this chancery suit, the Attorney General of Virginia and a commonwealth's attorney jointly 
assert jurisdiction in the name of the Commonwealth over assets located in Virginia held by 
trustees in dissolution of a foreign charitable corporation. The trustees had been directors of the 
corporation, which operated a hospital in this State. 

A brief summary of the relevant business activities of the hospital directors will set the stage 
for this discussion. Jefferson Memorial Hospital, Inc. (JMHI), was chartered originally as a 
for-profit, stock corporation in Maryland in 1963. In 1964, the corporation amended its charter to 
become a nonprofit, nonstock charitable entity; it began operations as an acute-care hospital in 
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Alexandria on March 15, 1965. 

{*449} In April 1969, the federal Internal Revenue Service began an investigation leading to 
revocation of JMHI's tax-exempt status, retroactive to November 1, 1965. In 1971, the 
corporation's directors attempted to "merge" JMHI into a for-profit Delaware corporation, 
Jefferson Memorial Hospital Corporation (JMHC). There was an effort to dissolve .JMHI and to 
transfer its assets and liabilities to JMHC, of which JMifl's directors would seive as directors. 

In April 1973, Maryland ordered .JMHI's corporate charter forfeited "for failure to file the 
necessary corporate personal property report or failure to pay any late filing penalties due." 

In 1974, the directors retained counsel"to represent the Hospital in looking after and insuring 
that the Hospital Corporate structure for the past, present, and for the immediate future, be 
handled so as to insure that everything is legally correct and in keeping with the best interest of 
the investors of the Hospital," according to JMHC's minutes. Counsel testified that he was 11 asked 
to rectify the problem that had arisen because a supposed merger in '71 had not been done. 11 

Unaware that Maryland had revoked JMHl's charter, counsel had the directors declare .J1\.fln 
insolvent and approve transfer of J1v.11ll's assets to JMHC. In January 1975, JWIC's directors 
authorized purchase of the assets and assumption of the liabilities. The directors of JMHC, 
believing they had assembled all the assets of the fanner charity into the for-profit corporation, 
agreed to transfer all JMHC's "assets" to appellant Laszlo N. Tauber as trustee for appellant 
Jefferson Memorial Hospital Joint Venture (JMHJV), a partnership in which those assets 
apparently still reside. The directors also agreed to lease back from the partnership the transferred 
assets. 

In July 1996, the present suit was instituted by the Commonwealth of Virginia, ex rei. the 
Attorney General of Virginia and the Commonwealth's Attorney for the City of Alexandria. The 
defendants are Tauber and nine other named physicians, "each individually and as a former 
director of [.JMHI] ... and/or as partners in Jefferson Memorial Hospital Associates, or 
[JMHJV], and/or directors or shareholders of [JMHC] (a Delaware Corporation now known as 
'Jefferson Corporation of Alexandria')"; Jefferson Memorial Hospital Associates; JMHJV; and 
Jefferson Corporation of Alexandria. A prior suit had been commenced by the Attorney General 
against the same defendants in April 1995, but was nonsuited during trial. 

In the present suit, the plaintiffs filed a 112-paragraph, 40-page, three-count bill of complaint. 
They alleged that funds and assets received by the defendants as directors and trustees of a 
charitable corporation "were misappropriated and diverted" contrary to law that requires such 
funds to be used only for charitable purposes, "and not for private inurement." The plaintiffs then 
recited in detail the defendants' alleged business activities in connection with the hospital. 

In count one, the plaintiffs alleged the "purported merger between .JMHI and JMHC in 1971 
never took place," and the "subsequent purported transfers of the property of .JMH1 were likewise 
{*450} null and void." Asserting "JWn was. and is a non-stock foreign corporation whose assets 
are located in the Commonwealth" and are subject to the trial court's jurisdiction, the plaintiffs 
asked the court: to declare "that the purposes for which JMHI was cre~ted have been frustrated 
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and are no longer capable of being accomplished by virtue of' the defendants' conduct; to declare 
that legal title to J!vfHI's assets remain in JMHI; to order that an appropriate custodian gather the 
assets of the fonner .JMHI and administer them under the court's supervision; to require that 
defendants account for the money or other value received in the transactions and that defendants 
be surcharged for the charitable assets they usurped in the amount of at least $ 40 million; and to 
enter judgment against defendants as a result of "their conversion, misappropriation, or 
appropriation of the charitable assets" described. 

In count two, the plaintiffs sought similar relief and also asked the court "to impose a 
constructive trust upon the Hospital, its land, equipment and any other assets," as well as upon 
settlement proceeds being paid by an entity which, in 1985, negotiated with JMHJV to buy the 
right to operate the hospital and its assets as a going concern. 

In count three, the plaintiffs asked the court to declare that "the corporate opportunities of 
lMHI have been usurped" by the defendants; that the defendants be required "to account for and 
disgorge all sums usurped;" that the court impress upon any future sums defendants may receive 
"an appropriate judgement or trust to secure the interests of the beneficiaries of JMlfl, and, if 
necessary, to refer the matter to a Commissioner in Chancery for an appropriate accounting and 
charging order against JMHJV. 11 

• 

After the chancellor overruled their demurrer and plea in bar, defendants answered the bill of 
complaint. They generally denied the allegations, asserting the plaintiffs are not entitled to the 
relief prayed for, or to any other relief. 

The cause was heard ore tenus in January 1997. The parties had stipulated that the trial in the 
present suit was to commence where the prior trial terminated, and that the record of all 
proceedings in the prior suit is to be a part of the present record. 

Following the trial, the chancellor filed a memorandum opinion ruling that the plaintiffs are 
entitled to relief sought in the bill of complaint. In a March 1997 decree, from which we awarded 
defendants this appeal, the court declared that the assets and liabilities of llv1HI "be, reside and 
remain with [defendants] as trustees and further {*451) that a constructive trust be ... imposed 
on such assets and liabilities. 11 

The court also ordered that a custodian "be appointed with exclusive jurisdiction to hold and 
administer the said assets and liabilities." Additionally, the court ordered defendants to submit "a 
full and complete accounting of all assets and liabilities that are the subject of diis Decree. n 

Finally, the court denied the plaintiffs' "claim for monetary damages." 

On appeal, defendants contend the trial court erred "when it concluded that the Attorney 
General has authority to bring this suit." The chancellor ruled "that the Attorney General has 
standing and authority to bring this action both at common law and pursuant to" Code § 
13 .l-909(B). The trial court is correct. 

We need address only the common law: This Court long ago recognized the common law 
authority of the Attorney General to act on behalf of the public in matters involving charitable 
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assets. Clark v. Oliver, 91 Va. 421, 427-28, 22 S.E. 175, 177 (1895). Indeed, this authority has 
received legislative recognition as recently as last year. During its 1997 session, the General 
Assembly granted the Attorney General additional specific powers with respect to the disposition 
of assets by nonprofit health care entities. Acts 1997, ch. 615. These powers were granted "in 
order that the Attorney General may exercise his common law and statutory authority over the 
activities of these organizations." Code § 55-532. 

Next, defendants argue the chancellor erred in ruling that Code§ 55-29 provides authority for 
the Commonwealth's Attorney of the City of Alexandria to be a proper party· to the claims 
asserted. We disagree. 

Code§ 55-29 (1995 Repl. Vol.) provides, as pertinent: 

"When any such gift, grant or will is recorded and no trustee has been appointed, or the 
trustee dies or refuses to act, the circuit court . . . of the city in which the trust subject or any part 
thereof is, in the case of a gift or grant, or in which the will is recorded, may, on motion of the 
attorney for the Commonwealth in such court (whose duty it shall be to make such motion), 
appoint one or more trustees to carry the same into execution. . . . In enforcing the execution of 
any such trust a suit may be maintained against the trustees in the name of the Commonwealth 
when there is no other party capable of prosecuting such suit. The term 'trustees ' as herein used 
shall be construed to mean the persons, or governing body, charged {*452} with the execution of 
the trust, whether designated as 'trustees,' 'directors' or otherwise .... " 

The phrase "any such gift, grant or will" refers to Code§ 55-26.1, which provides, "Every gift 
. . . made hereafter for charitable purposes, whether made in any case to a body corporate or 
unincorporated . . . shall be as valid as if made to or for the benefit of a certain natural person. . . 

II 

The foregoing provisions are not limited to express trusts arising by virtue of written 
instruments, as defendants argue, but apply, as here, when the assets of IMHI passed 
automatically to its directors as formal trustees of the charitable organization in liquidation. Thus, 
the Commonwealth's Attorney is a proper party to this litigation. 

Parenthetically, because the defendants seem to raise this issue on brief, we note that use of 
the word "recorded" in the first clause of the first sentence of§ 55-2? refers to recorded wills, and 
not to any requirement that gifts or grants also be recorded. This is made clear later in the same 
sentence where there is specific reference to "in which the will is recorded." 

Next, we shall tum to the merits. A detailed recitation of the evidence gleaned from this 
record would serve no useful purpose. On appeal, the defendants primarily seek to have us annul 
factual findings of the chancellor. The evidence, except for opinions of experts, was not in 
dispute; defendants urge us to invalidate the legitimate inferences drawn by the trial court from 
those proven facts. This tactic will not succeed upon appellate review. 

The findings of a chancellor, hearing evidence ore tenus, carry the weight of a jury verdict. 
Giannotti v. Hamway, 239 Va. 14, 23, 387 S.E.2d 725, 730 (1990). A judgment based upon 
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such findings will not be annulled on appeal "unless it appears from the evidence that such 
judgment is plainly wrong or without evidence to support it. 11 Code § 8.01-680. And, the 
plaintiffs' burden is to prove these allegations by a preponderance of the evidence. Baylor v. 
Beverly Book Co., 216 Va. 22, 24, 216 S.E.2d 18, 19 (1975). 

Upon review we shall recite the facts, including the legitimate inferences flowing from those 
facts, in the light most favorable to the plaintiffs, who prevailed below. In the early 1960s, 
following acquisition of real estate by deed and lease by King Street Joint Venture, held by 
defendant Tauber as trustee, JMHI was fonned to transact the business of operating a hospital. 
This Maryland corporation was authorized to do business in Virginia in 1963. Following the 
March 1965 opening, the hospital experienced "problems all the time," {*453} although an 
expansion allowing addition of24 beds occurred in 1968. 

In 1970, during the Internal Revenue Service investigation, an attorney was retained to review 
"the current corporate status of the hospital. 11 Counsel recommended "a complete reorganization 
of the hospital and its affiliates, 11 establistunent of "a new profit corporation with the same name, 11 

and "that the old non-profit corporation be merged into it. .. 

The Delaware for-profit corporation, JWiC, was formed in 1971 and a supposed merger was 
arranged. This merger was reported on tax returns filed in 1972, but the record is devoid of 
documents to support such a transaction. However, Dr. Tauber, who mainly orchestrated the 
myriad transactions involved in this case, testified, "In my own mind, [the merger] was 
completed. 11 The chancellor said no evidence had been presented to show due diligence was used 
at that time to protect the interests of the beneficiaries of the charitable hospital. 

The basis of the 1972 Internal Revenue Service ruling revoking JMHI's tax-exempt status 
was: "The hospital sold 8% bonds to various doctors and individuals in exchange for their 6% 
demand notes and did not enforce collection of such demand notes. Other hospital bonds were 
sold to the general public at 8% for cash. Some of the doctors receiving the 8% bonds in 
exchange for their 6% demand notes were officers, directors, and staff members of the hospital. 
Issuance of 8% bonds to these doctors and failure to enforce collection of the demand notes 
received in exchange resulted in inurement of income to private individuals. 11 This was a 
violation of the applicable provision of the Internal Revenue Code allowing exemption of charities 
from federal income taxation. 

In 1974, after another attorney had been retained "to rectify the problem that had arisen" 
because of the putative merger, documents indicate that JMHC assumed the charity's liabilities in 
return for receipt of JMHI's assets. The charity was to receive 5,000 shares of JMHC stoc~ but 
no such transfer was made. 

The record amply supports the following findings of the chancellor. "There are numerous 
transactions show~ some of-record and some not, dealing with the real estate, the equipment, the 
leases, and the use of tax benefits. The transactions show an entire course of self-dealing by the 
directors of the charity. They were able to acquire interests in the real estate, the equipment and 
lease, and were able to use tax: benefits belonging to the fonner c~arity to enhance the gain of the 
for-profit corporation. The record is replete with discussions {*454} among [defendants] as to 
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their personal profits and gains with no reference to the best interests of the beneficiaries nor of 
the charitable corporation. The result was the total obliteration of the non-profit corporation." 

A transaction illustrative of the foregoing conclusions involves a subdivision of the hospital's 
real estate in 1970. The charity's 65% undivided interest was lost and, in its place, the charity 
obtained a 20% interest consisting of an allocated parcel. Also, after the nonprofit corporation 
was dissolved by Maryland authorities in 1973, defendants caused the filing of an annual report 
with the State Corporation Commission of Virginia that Th1HI remained in good standing. 

As the chancellor found, deals were 11convoluted and complex with off-record real estate 
transactions conflicting with the state of the title as shown on-record. Net operating losses were 
used as tax deductions by JMHC that had become deductions [as 1 a result of the revocation of 
Th1HI's tax exempt status. When [defendants] had exhausted these deductions, they began seeking 
ways to benefit their own tax status through a complicated series of notes and bonds, and while 
some personal risk was taken, the [defendants 1 and others were participating in the venture in 
basically a risk-free manner." 

Defendants claimed in the trial court that JMHI had no value in 1971 and, thus, the 
transactions by which they assumed control of its corporate assets by the assumption of its 
liabilities were "fair." Responding, the chancellor detennined that IMHI "had value as a 'going 
concern"' when the effort was made to change to a for-profit corporation. But the court 
concluded that defendants1 expert testimony was more persuasive than plaintiffs' and that "the 
value of the corporation did not exceed its liabilities. n ~~However, '1 the chancellor ruled, "this does 
not constitute a defense to the claims made here. 11 

The defendants1 contentions regarding the merits of the suit, including the arguments advanced 
by amici curiae supporting defendants, are premised upon several erroneous conclusions. For 
example, defendants believe the trial court recognized that a legally valid "transaction" of some 
sort occurred in 1971. 

Defendants' description of the nature of this binding 11transaction" has evolved from "merger, 11 

to "reorganization," and finally, during oral argument of the appeal, to 11acquisition." Also, 
defendants and their supporters think this case involves the improper meddling by the 
Commonwealth into the internal affairs of a Maryland corporation, contrary to settled law and 
violative of the Full {*455} Faith and Credit, Due Process, and Commerce Clauses of the United 
States Constitution. This case involves none of the above. 

The trial court detennined that no transaction in the nature of a merger or reorganization took 
place in 1971. The chancellor ruled that "no merger of .JMm and .JMHC has occurred and that the 
transactions by directors of .JMHI are void, the assets remained in JMHI until its dissolution. At 
the time of dissolution, these assets passed into and remain in the hands of [defendants] as 
trustees." This ruling is fully supported by the applicable law and the uncontradicted evidence. 
most of which was created by defendants. 

Because the 1971 "transaction" never occurred, the 1973 revocation of JMRI's corporate 
charter converted its directors by operation of law to trustees in dissolution under Maryland law. 

(c) 1999 by LEXIS Law Publishing. a division of Reed Elsevier Inc .• and Reed Elsevier Properties Inc. All Rights Reserved. 
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Md. Code Ann., Corporations Art. 23, § 78(a) (1957); Cloverfields Improvement Ass'n v. 
Seabreeze Properties, Inc., 280 Md. 382, 373 A.2d 935, 939-40 (Md. 1977). Virginia law was 
and is the same. See former Code§ 13.1-254 (1973 Repl. Vol.); present Code§ 13.1-915 (1993 
Repl. Vol.). 

The charter revocation tenninated JMHI's corporate existence and powers, and it could no 
longer function as a corporation. Cloverfields Improvement Ass'n v. Seabreeze Properties, 
Inc., 32 Md. App. 421, 362 A.2d 675, 679 (Md. App. 1976). From that day forward, the 
defendants' actions purportedly taken as corporate officers, and not done to wind up or liquidate 
the business, were without effect because there was no corporation for which to act. The 
corporate assets had automatically transferred to the directors as trustees. Cloverfields, 362 A.2d 
at 679. 

Under Maryland law, property of a charitable corporation is held in trust for the public. 
Inasmuch Gospel Mission, Inc. v. Mercantile Trust Co. of Baltimore, 184 Md. 231, 40 A.2d 
506, 510 (Md. 1945). Virginia law is the same. "The corporation was organized for charitable or 
benevolent or literary purposes. Contributions made to it and the assets realized therefrom were 
dedicated to those purposes and stamped with a public interest by the charter, the laws of this 
State, sound reason and public policy. The members acquired no property rights in, nor were they 
equitably entitled to such assets, either during the lifetime of the corporation or upon dissolution. 
To hold otherwise would convert the public nature and purpose of the corporation into a vehicle 
for the personal pecuniary gain of the members." Hanshaw v. Day, 202 Va. 818, 824, 120 
S.E.2d 460, 464 (1961). Thus, the defendants' contentions that this litigation, dealing with 
appropriation {*456} of charitable assets by directors for their personal gain, involves 
impermissible interference by Virginia with the internal affairs of a foreign corporation, or that a 
"fairness" doctrine should be applied to the 1971 activities, are without merit. 

Accordingly, the circuit court properly exercised its authority to insure that these assets, now 
held by the defendants as trustees in liquidation, are distributed in accord with the charitable 
purposes to which they should have been devoted. This power to liquidate the assets and business 
of a nonstock corporation may be exercised over the property within the court's jurisdiction II of a 
foreign corporation that has ceased to ·exist." Code § 13.1-909(B). See former Code § 
13.1-257(e) (1973 Repl. Vol.). The corporate facilities were located solely within this State in 
Alexandria. 

Thus, we hold the trial court did not err in taking charge of the liquidation of the assets of this 
dissolved foreign corporation, and in providing the relief outlined in the order from which this 
appeal was taken. This record clearly demonstrates that the directors of JMHI, now trustees in 
dissolution, have failed and refused to execute the trust. 

Finally, we have considered, and reject, defendants' other arguments. Only one of those 
contentions merits discussion. Defendants argue the trial court erred in not sustaining its plea 
based on the doctrine of laches. 

Laches may not be pled successfully as a defense in an equitable proceeding to bar the State 

(c) 1999 by LEXIS Law Publishing. a division of Reed Elsevier lnc .• and Reed Elsevier Properties Inc. All Rights Reserved. 

J.APP. 4515 



8 

from asserting a claim on behalf of the public. Board of Supervisors of Tazewell County v. 
Norfolk and W. Ry. Co., I 19 Va. 763, 790, 91 S.E. 124, 133 (1916). Accord City of 
Manassas v. Board of Supervisors of Prince William County, 250 Va. 126, 132, 458 S.E.2d 
568, 571 (1995). See Dick KeUy Enter. v. City of Norfolk, 243 Va. 373, 381, 416 S.E.2d 680, 
685 (1992). As we already have said, this cause is brought by the Commonwealth on behalf of the 
public to hold and administer charitable assets. Hence, laches does not apply.· 

Consequently, we will affirm the judgment appealed from, an interlocutory decree 
adjudicating the principles of the cause, and we will remand the cause to the trial court for further 
. proceedings. 

Affirmed and remanded. 

DISPOSITION 

Affinned and remanded. 

(c) 1999 by LEXIS Law Publishing. a division of Reed Elsevier Inc., and Reed Elsevier Propertic:s Inc. AJI Rights Reserved. 
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DEED OF TRUST t-orE 

/~/-; 'l :/'.r 

Arlington, Virginia 

April 23. 1979 

FOR VALUE RECEIVED the undersigned promise to pay FIRST FEDERAL SAVINGS AND l.Dri 
ASSOCIATION OF ARLINGI'ON, or order, the principal sun of ONE ~ION FOUR HUNDRED 
TiiOUSAND AND 00/100 OOllARS, with interest on the unpaid principal balance from the 
date of this Note, until paid, at the rate of nine percent per annum. 'The principal 
and interest shall be payable at the Ha.in Office of First Federal Savings and Loan 
Association of Arlington, or such other place as the holder hereof may designate in 
writing in consecutive D'Dnthly installnents of Twelve Thousand Five Hundred Ninety­
Seven m1d No/100 Dollars (US $12,597 .00) on the 1st day of each mmth beginning June 
1, 1979, (herein "arrortization commnce:nent date"). until the entire indebtedness 
evidenced hereby is fully paid, except that any remaining indebtedness, if not soone1 
paid, shall· be due and payable on January 1, 1984. 

If any install.trent under this Note is not paid when due, the entire principal 
ancunt outstanding hereunder and accrued interest thereon shall at once becone due am 
payable, at the option of the holder hereof. The holder hereof may exercise this op­
tion to accelerate during any default by the undersigned regardless of any prior for­
bearance. In the event of any default in the paynent of this Note, and if the sarre j 
referred to an attorney at law for collection or any action at law or in equity is 
brought with respect hereto, the undersigned shall pay the holder hereof all expense~ 
and costs, including, but not limited to attorney's fees. 

If any installnent under this Note is not received by the holder hereof within 
fifteen (15) calendar days after the installnent is due, the undersigned shall pay tv 
the holder hereof a late charge of four percent (4%) of such installnent, such late 
charge to be i.Imediately due and payable without demand by the holder hereof. If any 
installmant under this Note remains past due for fifteen (15) calendar days or nore. 
the outstanding principal balance of this Note shall bear interest during the period 
in which the undersi91ed is in default at a rate of nine percent per annum, or, if sue 
increased rate of interest may not be collected fran the undersigned under applicable 
law, then at the naxinun increased rate of interest, if any, which may be collected 
from the undersigned under applicable law. 

On and after, but not prior to April 23 , 1979 ("prepaynent pennitted date") onl: 
full prepayment of principal may be made provided that the undersigned gives the hold~ 
hereof written notice at least thirty (30) days prior to such prepaynent and provided 
further that the mdersigned pays to the holder hereof together with such prepaynent 
(including prepayment occurring as a result of the acceleration by the holder hereof 
of the principal anount of this Note, but excluding prepayaent occurring because of tl 
application by the holder hereof of insurance or condennation awards or proceeds pur­
suant to a M:>rtgage or Deed of Trust securing this Note) a prepaynent premill'll. The p? 
paynent premium shall be an annunt equal to one percent of the prepaynent. 

From tirre to tiJre, without affecting the obligation of the undersigned or the sue 
cessors or assigns of the undersigned to pay the outstanding principal balance of chi! 
Note and observe the covenants of the undersigned contained herein, without affecting 
the guaranty of any person, corporation, partnership or other entity for payrrent of c: 
outstanding principal balance of this Note, without giving notice to or obtaining the 
consent of the undersigned, the successors or assigns of the undersigned or ~antor· 
and without liability on the part of the holder hereof, the holder hereof may, at the 
option of the holder hereof, extend the cine for payrrent of said outstanding principa · 
balan.:e or any part thereof, reduce the paynents thereon, release anyone liable on an:. 
of said outstanding principal balance, accept a renewal of this Note. nodify the term 
and ti..IIe of paynent of said outstanding principal balance. join in any extension or 
subordination agreement, release any security given herefor, take or release other or 
additionalf~Mtt¥. ,..ap9rtg:reeJi.IJ .. witP!m ~~ undersigned co D'Ddify the rate of 
interest or?e~t6d7 of\filacttizatim1'1of•~llbt.Sfor change the anount of the nonthly 
installnenracpN'fk~rlJEllfUI!l"FF-:·:,t:RAL SP.\IIt\6.~ 

11 LO/\N i·.:;S(11CJ/\TION 
81~...sr..>C'I H rNTI:flfSJ Tl.• 

~ m-E'RAl. SAI.~oii)S ~ L' ,toN I·SStlC ()F Af11..!«Jt''ll 

0?~~-
GEORGE J. DECKEK, 

E-x. ;sz<D 
TAUBER 22216 

Presidt:nt 
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Presencrent, notice of dishonor, and protest are hereby waived by all makers, 
sureties, guarantors and endorsers hereof. 'This Note shall be the joint and several 
obligations of all makers, sureties. guarantors and endorsers, and shall be binding 
upon them and their successors and assigns. 

The indebtedness evidenced by this Note is secured by a 1-brtgage or Deed of 
Trust dated April 23, 1979, and reference is mde thereto for rights as to accelera­
tion of the indebtedness evidenced by this Note. 'Il;lis Note shall be govemed by the 
law of the jurisdiction in 'Which the Property sub:Ject to the Mlrtgage or Deed o~ 
Trust is located. 

.JEFFEBSON MEMlRIAL li>SPITAL JOmT VENruRE 

By: ~.~~~General Partner 
and Managing Joint Venturer 

Laszlo N. Tauber, Trustee 

PAYMENT GUARANIEED: 

This is to certify that this is the Note described in and secured by a Deed of Trust 
dated April _21.__, 1979, on six (6) contigoous parcels of real property located in 
the City of AleXMtdria, Virginia, lo1hich is the site of J~ferson Me:mrial ffespital. 

My Comni.ssion Expires: 4 y-:zf~ 
-lt.f A L. ! ..-fbtary PlJ1? 1C <:; 
.f!i ~u" :Z., I 11' I 

·. 

PAID AND CANCELLED 
CON11NENTAL FEDERAL SAVINGS 

& LOAN ASSOCIATION . 
sa:ccesson w Ml:.J<Sr TO 

fl-:;1 Ft:DeW.. SAW405 6 LOAN A.o:;.r-.oc OF ARl ~ 

lllf A, t/!_fJ~L 
GEORGE J • DECKER 
VICE PRESIDENT 

-·~·· .. -· 

=-c.:=···--- ·=-

- 2 -

TAUBER 22217 

·--· ·------·-----
J.APP. 4518 
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DEED OF TRUST BOOl 941 f~~t211 
ASS IGNNENT OF REN'fS AND SECURITY AGREEMENT 

THIS DEED OF TRUS'r (herein "Instrument") is made this fJ.3uj 
day of April, 1979, among the Trustor/Gran'tor LASZLO N. TAUBER, 

Trustee, JEFFERSON MEt10RIAL HOSPITAL JOINT VENTURE; 'LESLIE P. 

CONDOR and ~~GDOLNA I. GONDOR, his wife; SAMUEL BURTOFF, divorced 

and not remarried. ·TAUBER FOUNDATION, INC. • a l1ary1and Corporation, 

and JEFFERSON MEMORIAL HOSPITAL CORPORATION, a Delaware Corporation d . 
(herein "Borrower"), FIRST ARLINGTON SERVICE CORPORATION, a 

Virginia Corporation, Trustee (herein "Trustee"), and the Bene-

ficiary FIRST FEDERAL SAVINGS AND LOAN ASSOCIATION OF ARLINGTON, 

a Corporation organized and existing under the laws of the United 

States, whose address is 4020 Universi.ty Drive, Fairfax, Virginia 

22030 (herein "Lender"). 

BORROtfJER, in consideration of the indebtedness herein recited 

and the trust herein created, irrevocably grants, conveys and as­

signs to Trustee, in trust, with power of sale, the leasehold estate 

pursuant to a Memorandum of Lease (herein "ground lease") dated 

October 8, '1962, between GERARD T. HOPKINS and HELEN C. HOPKINS, 

his wife, and L & L CORPORATION, a Maryland Corporation, recorded 

in Deed Book 563, at Page 166, said leaseh~ld estate being assigned 

~ by Assignment of Lease dated August 14, 1963, between L & L CORPORATION 
...... 

~ and LASZLO N. TAUBER, Trustee, recorded in Deed Book 583, at Page 32; 
l. being further assigned by Deed dated December 29, 1964, between 

~LASZLO N. TAUBER, Trustee, and JEFFERSON MEMORIAL HOSPITA~. INC., re-
C\1 
C\1 

: <corded in Deed Book 616. at Page 475, and being further assigned by 
I~:> 
; ~ g Assignment of Lease dated June 1, 1975, between LASZLO N. TAUBER, 
1 0 .... 

·~~Trustee, and JEFFERSON MEMORIAL HOSPITAL, INC. and LASZLO N. TAUBER, 
lo;::: 
:~.!(Trustee, recorded in Deed Book CJ!/:j_, at Page :J-.6~ , in and to 

the following described property located in the City of Alexandria, 

Commonwealth of Virginia: 

PARCEL ONE: 

-.~·. ·' . 

Beginning at a point in the southwesterly line of King Street 
(approximat~ly 40.8 feet from the centerline of said street), 
said point being the northerly corner or Parcel 3822-01; thgnca 
with the northwesterly line of said Parcel 3822-01 South 60 11' 
50" \.Jest, 271.33 feet tc:> a point in t~e northerly

0
lin7 of,,Parcel 

,:3821-03: thence with sa1d northerly ll.ne North 85 42 10- \.]est • 
. ~.~~~ 

I 

' . 
I 

TAUEsER 222.2 2 J.APP. 4520 
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104.80 feet; and North 85° 08' 10" West, 12.00 feet to a point 
in the easterly l~ne of Parcel 3822-04; thence with said east­
erly line North 4 51' 50" East, 192.78 feet to a point; thence 
through Parcel a822-03, a 12 foot right of way, and Parcgl 
3822-02 South 37 29' 10" East, 188.46 feet; and North 53 36' 
00" East, 225.00 feet to a point in the southwesterly ling of 
King Street; thence with said southwe~terly line South 38 2?' 
40" East, 63.95 feet to the point of beginning, containing 
27,561 square feet or 0.6327 acres. 

BORROWER, in consideration of the indebtedness herein recited 

and the trust herein created, irrevocably grants and conveys, in fee 

simple, to Trustee, in trust, with power of sale, the following des­

cribed properties located in the City of Alexandria, Commonwealth of 

Virginia: 

PARCEL TWO: 

Beginning at a point on the southeasterly side of Beauregard 
Street (60 feet wide), said point being South 68° 32' 40" 
West, 216.54 feet from the intersection of the southwesterly 
line of King Street (Route 07, 80 feet wide), with the south­
easterly line of Beauregard Street (60 feet wbde); thence 
departing from the point of beginning South 4 51' 50" West, 
358.83 feet to a corner of Newport Village (formerly Washing­
ton Forest): thence with a line of Newport Village North 83 
35' 00" West, 233.40 feet to the southeasterly line of 
Beauregard Street; thence running

0
with the new southeasterly 

line of Beauregard Street North 26 19' 48" East, 167.09 to a 
point of curvature; thence al~ng the arc of a curve to the 
right whose radius ia 382.00 feet and whose chord and chord 
bearing are North 46 07' 15" East, 261.05 feet respectively, 
an arc distance of 266.42 feet to the point of beginning. Con­
taining 53,256 square feet or 1.2226 acres. 

PARCEL THREE: 

Parcel No. 3821-03-01 of the subdivision known and designated as 
"Subdivision of the Property of J·efferson Memorial Hospital, Inc." 
as the said subdivision &ppears duly dedicated, platted and re­
corded in Deed Book 707 at Page 584, among the City of Alexandria, 
Virginia land records. 

PARCEL FOUR: 

Parcel 3821-03-02 of the Subdivision of the Property of Jefferson 
Memorial Hospital, Inc., as the same is duly dedicated, platted 
and recorded in Deed Book 707 at Page 584, among the Land Records 
of the City of Alexandria, Virginia. 

PARCEL FIVE: 

Purc~l No. 3821-03-04 of t:hc subdivision known and dc.!signated us 
"Subdivision of che Property of Jefferson Memorirtl Hospital, Inc." 
as the said subdivision appears duly dedicated, platted and re­
corded in Deed Book 707 ~t Page 584, among the land records of 
the City of Alexandria, Virginia. 

- la -

TnUBER 22223 
J.APP. 4521 
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l•;!r;;~:l N~ .. 3~21-03-03 o.f tlac: !iubdi vlsicm knm·m and dcwi.cna tC!d 
;a~: • ~ub~l.V.Lttl.O?. of. the:. P~OJ?erty of. Jefferson N7mo.ci~l Jlospi tal. 
Inc. as the ~dl.d ~ubdJ.v~s~o~ appc~rs duly dedLcatcd. platted 
and rccordc:d 1n Deed Book 707 at Page 58'• amone tlac Cit.:y o.f 
Alexandria, Virginia Lund Records. ' 

·roGETIIEI~ with all buildin:s. improvements :md tcn:m~nts now or hcrcafte:r erected on the JlrO)Jtrly, <and al: 
heretofore or herc:afler vacate~ alleys and strc:ets abuuin:: rh: property, and all c:.::~semc:nl.s, ri::hts, appurh:nancc:., r.:nts 
( subjc:cr Jaowc:vc:r ro rhc assig~rnc:nt or rents to Lender heh.:in }, royalties, mi~cral, oil and gas rights .::~nd profits, w;~t:r, 
water rif,hts, :~nd w:arer srocL: appurtenanr to alae propury, and all fixtur~. m:achincry, cCJuipnu:ur, engine!', boil.::r~. 
jncincr:uors, buildin2 marcri:als, appli:~nccs and coods of every nature whatsoever now or l•cr'"•'r":r locarcd in, or on. 
or used, or inlcnded 10 be used in connection wirh lhc propc:ny, including. but nor Jimircd lo, those for rhc purpo~:s of 
supplyin!! or distributing heating. coolin:. elccuiciry. gas. v1arer, air and li~ht; and all clcv:uors, :mel rel:tted m:achinc:l)' 
and ccaniprn::nr, fire prevention and cxtinr,uishine apparaws, security And access c:onlrol C.Jlparnrus, Jllumbin::. bath 
lubs. warer l•caicrs, warcr closet:~, sinL:s. r:m:.:s, s1oves, rcfrigc:ralors, dishw;uhcrs, dispos:tls, w:tshcrs, dryer~. awnin:s. 
storm windows, storm donrs, scr.:cns. blinds, shades, c&mains and aanain rods. mirrors, cabincl!', p:anc:Jiint. rugs, 
au;rcltc:d ne~or coverings, fumirur.:, pictures, ant.:nnils, tr.:c.o :tnd planrs, and •. al.l. .. tn::di.cctl .. arld .. ho.sp:ital. ...... . 
c:qw.pm:::nt .. of..J,ny. .. typ.~:: .. x·zho.t:iQ~Y~.l=: .. D9.\'1 .• m·m.~d .. ~~}:; .. h~f~.f.~m; ... ~u;g\.P..:J;.~~L. ......................................... . 
................................................................ ;all ofwt.ich, includin: rcplacc:mcnts and additions rher.:1o, sh:tll uc cl.:ctnc.:cl 
ro be: ;,ncJ rcru:&in '' p:ul ur the a cal JUCIJlc.:rl)' cu\•r:rcd l•y lf,is lusrru~nc:nt; nnd ••II of the forc:oinr., ro::c:rhcr wich s:,id 
properly ( c•r tl1c: leasehold cst:ato in the C\'Cnl this Jn,.trurnenl is on a lc;tsehold) arc J•c:rcin r..:f&::rred 10 as the 
••Propc.:rly ... 

TCJ Sr.t:Uict: 'HI l.tNUmt (:\) rhc.: JCjl.l)'lllr.JII of tJ.c: indebtc:diiC~S C\•idcuc..:d by XRXMY.!t'eOO{nntc (l;&lcd 
!.P.!:~.!. ___ ! .. }~?.?. ................................ (lzc:r.:iu .. Note.:") in the priucip:tl ~um or .. Qn~.J:gJ .. U.g.n .. fm~E .......... . 
J h.L"'lclrc:d .• 'fhOLii;cJn<t .and J~o/.100:-;::::::-;::::."::::::-:::::::.-:.::::-:-:. :-:::.:::::::-.-::::::.-::::~.-:::-.::.-:-.::::::-.::::::.:: ::::-.:-.::::.-:.::::.:-.::::.--1) ,,1 1 :1r s, 
"5i1J, in1~:rc'' rh<:r,·on with the lJ;,J:IIIc~: of the imlcbh:dncss, if not snrmcr Jl••id, due 0\nd p:.y;,hlc un 
... ~~!!.~~~?.:.} .•. )~~~! ... : ............................... :11111 nil rcr.c\";;,Js, r·~h:nsions. :uul••wrlific:~tliou:; thac:Ctf; (h) 1hr. acp:•}'llll:lll 
C•f any fu1111c.: :Hi\•:&~~t~~. with inlcf~:!.l thneo;,, w:.clc loy : .c.Hl~r tu Horruwcr Jlnrsuanl 10 ,,;,, ;•:~r:&plt) I IICtc:<or ( l•~o:tdl'o 
•• r: nru •• · Adv;, nrc!'" );~~~~;>:jl:l'~t.~~'"d''"~~!:~!c:m.·~~=:.m::a:-::c~:J~c~·:·ul~l:.i:<X!f~k~;:•m~c.<>m;rJ!~~-):::~·;~c:·:~d:~<.·J.J;;.: 1:;::;~i\!·~ 
h;:K;:~r.-;i;.:;t~.:r,;:Jl::~·;(;I.:Jl:·l:L".:<l.·;K>ttt!~~\ .. ,:!~'l:L'\:x!~~'\!.;:>:>:.':>::-::o:Y.:o:xx):.Y.):>:l:x>:}:x>J-:b~~>;,:xxif>:!\,~);:\~:J~t~~~·i:k·Mi.' 
p::r..t~;:>!.pu?.·:':•k':-•:;1-:\ (ii) lhc p;•ymcnl cof ;,II otl&cr sum!-, with intcr.:st lhcrcon, :ldv:mcr.d iu acc·.mcl:mrc IH~fi:wirh to 
prutr.:c I IIIC ~c:curity uf this lm.rrumcnt: :llltl (d) ll•c pc:rfcaun:lllc.: or rhc covr.n:lnts and at:r~CIIICnls c•r norrowcr J,crc;in 
cont:1incd. 

Horruwc·r 'OVt"ll:tlll!. lltlll fluuOWt:l j, l;sw(uJiy !1-t•is,·,J tof ll!c C!'l:tlt: ht•rcll)' COIIY<:)'t:d :111tl 1!:1~ II a<~ I i:;hl I~ a z:r:ull, 

(."(UI .... C:}' ;uul il\!.i!:n I ill: l'rupCII)' ( :uHI, if tl·i~ ln!-lfllllh'lll i:. Coli ;, k;,~chCIItl, lll:lt the smund I..::I~C i~ in rull rw n: ;uul 
dl~·c.l without rnodific;,tiun except :•!' nrtcd :1hll\'e :uul wirhonl dc:f:wlt 'on tl•c J>:lrl tlf citho kssnr ur 1.-!-~•·r. 
thcr.::und:·r). rll:oc II•~: P1up::r1)' j, uucncuu•h.:h:tl. •wtlt!.:'c Hurwwcr \·1ill w:ur:1111 ancl dcf.:1ul t~cn.:•::lly tl,c tillc.: 10 Ill.: 
)'H•fl.:Jiy :·:~;sin~.: ;,IJ d.1i1ns :111tl dcm:111lb, :.uloj..:c·r tu_';,uy ,·:,!..:mt:nts 01ncl rc:.t•ic:tiuus li!-lctl in :1 sdu:duh: of cxc:.-pti\ua~ to 
covcr.,::c in ;111y 1i1lt: inl.ur;wc:c JWiic:y in•.111inL: l.c~~tlcr's ialt::c>l in 1J.c l 0 rup~lly. 

I 
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.•• I' A \":\11-:N I o.- I'JUN("IJ',\1. ANU IN ••:~c•·:-.s. u ........ c:r ..... u .... ., ...... ,. I'.&)' '"'""" ohiO: lin: I'"""''" I cof ...... IUIC:U"\1 .... rho: iu.t.·hec.lno:\\ 
o:vi,.h:n,o:d by ehc: Nult', .cny prC'JI.&)'nh:nl "''"' b1.: do.a1;,;o:~ prc.vidc:d in doc: N&~lc: ;r.n.J :sll 01hc:r 111111~ ~~~:,;ured hy ehi• hlllt\onlo:nl 

2. • U"US •·ow ·r,ua:s. INSliRANC•: ANU () f IU~R CIIANCI::.c;. Suhj«l rn :lppln."'.ahlc: l:ew or lc> :1 wriuc:n w:~ivc:r b)' Lc:mlc:r. lturrnwc:r lh.all 
r~) ... I .-n.Jc:r "" the: d.ay naunlhly m~e .. lhnC'I\1~ ur pnn ... p .. l or iniC'rC:~I ;oro: ro~yable undc:r lht: NOlO: (ur on :anuther .J:ay dc:~i(.ll.llcd lA Wtllin,: by 
l.en.Jc:r I."""' the N~o~IC: .. l'.ltd in run. ;a .um (hc:r.-in •f:und•"l rqu.al "' unc•tWelfrh o>( (;a) lin: yc:;uly watc:r anJ .c:..-er r;aiC:l .and t.ai.C:~ .... J 
01hcnmenh '"lu,;h may be: lt:vi.:d on the l'ruro:lly. (hi dac: )"c.arly a:ruun.l ren&o.,l( any, (c) the yo:arly prc:miun1 inlt;r.llmC"n" fur liro: ;,nJ u1ho:r h;11.crJ 
&r.~ur.an .. c:. rcmlu·~ tn•urano:e :w.J 1uch Olh.-r in•ur:an•'l: .-.avc:rina: llee t'rapo:•ty ;n Lendo:r mJy rc:quire p11huant to p;wa;:r.aph S hc:r.:c>r. (d) 1he )'c.1rly 
rrc:mium in.r.allllll'llh r.u mnn::.aa:c: in~r.an.:c:,lr;tny, :snd (c:) arthil '""rllmC:nl i""" lalc:;a'o:hold. the Jearly liaed rt:nu, ir:ltly, unch:r the J:luunJ 
lo: •• c:. 0111 :n rl'.&•un:.bly .:•tim.ltO:d inilio.lly •nd frnm tintC' ... tunc by Lcndc:r l)n lhe b;llii( or 011\C'"mc:nts and bills :and re.ason:.hl.: e~inl:llc:, thcrc.or. 
Any W.al~c:r hy lo:nJc:r Uf ~ r.:qnir.:mcnt tll:&l IJurtuwcr p.ay 'uc:h 1:uad~ nlliJ' be rc:vokcd by lender, in lender's SUit: diiCfeti.Jn, ~~ ~n)' lnne upon 
notice in "'·ririn&: cu IJ.•uu .. er. Lender m~)' require Dom-er co p:ay ,,, Lender. in ::.dv~na:, sucb othc:r Funds fur olbt:r ,., .. c• • .-hu&t.'l, pr.:miums, 
~ucssmo:nt> and imp.Jsiuuns in connc:aiun wnh Borr.lwc:r or 1he Prupcny which Lender sh:aU rc.at4n:ably deen• no:Cell:lt)' II) prc>lect Lcndo:r's 
interelt• (herein "Other lnlflo)lilions•). Unlcu otherwiac pruvided by :applicable law, under may require: Funds ror Other lmflo)•itiom to be r•:.id 
by S.,rrowcr in a lump 1um or in periodic inll:allmenb, 011 Lender's op1ion. 

The Fun.J• ah:.ll bt: held in an insti1ucion(a) che deposits or :accounu or wllicb :arc iMured or zuu:anrccd by a FeJc:r;al or st.lle :IJ:cnq· 
( indu.Jint Lender i( Lender i. 1uo:h an inllilution ). l..endo::r shall apply chc: Funds 10 p;ay s:aid r~tes, rents, a:aacs. ~uc:nmenu. in.ur;an,:e pr.:miurn1 
and 01hC'r lmpo•i1inns w lone as. Dorr~»wer is not in brc-.ach or any coven:lnt or :acrcemena or Borr11wer in this Instrument. Lo:ndcr shall mal.e nt) 
charco: ror so huldine oand .applyin, the Funds, :an:.ly.tin' s.&id :aax~un& or ror veril'yinc :and compilin& saill aHessmenls .and bill•. unleH LcnJc:r p;r.y• 
Borrower inlerc•r. c:oarninc• or pruliu on 1hc: Fund~ :and appli.:llble l:aw pcrmils Lender to make su.:h a ch:arce. Borrower and Lender m~y :.t:rc:e in 
wri1in: :at che time: o( ea.ccuuun of this lnsttumenr ch.n in1eren on chc Funds shall be paid co Bortowcr, and unless such :.crt"Cment is made or 
:apphc•blc: bw rcquirc:»mlcrc:il, e~rairacs or profits 1u be paid. Lender sb:&llool be requited to p:ay Dorrowcr any ialercSI, e:aminpor profit.. on the: 
Fund,. Lender ih:all &ive tullorro:~wer, wnhu111 ch:u~e. an :.nnual acecklnunc olchc F11nd~ in Lender's normal formal ,bowin& crediu :and deb1t. 10 
1hc: Fund. and the purpGM! (or which e;,o:h deb•& to ahc Funds w;as m:adc. The Fundi arc: pled&ed as additional scauity ror chc suiN ~ecurcd by 1his 
lnsrrumcnt. 

rr the ... nuunt c.r rhC' funds held by Lcn.!er :ac the ume or the annual :ltmun&in& the kG( wll ucced lhc amount deemed neccu.rry by Lclldcr 
ao provi.Je for the p:syment or water :.n.J $C'Wt:r nta, u .. c:s. ~sscumencs. tMUr:an&.'C premium,, renas and 01her lmro~tions, as they (all due, s .. .:h 
e .. o:cu sh .. ll be: c:redicc:d ,., Borrower on che neat monlhly INtoallmc:nc or insuUmenll or Funds due. I( II any cime the :amounl ur lllc rulld:o heiJ by 
l.cn.Jer shall be lr11 th~11 lhc: :.mount deemed nccCbary by Lender co p:.y w:atc:r :.nd ~ewer races, I:I&CJ, asscssmeots. in,urancc: premiums, rc:nu •nd 
Other lmJl"tsiuon •• :as they f;,ll due, Borrower lh:all p;ay 10 Lcnl!er any am.,uftl necessary co make up che deficiency within th1ny d.rys :afcc:r n.,li(c 
from Lender to Borrower rcqucstin& p:ayment cherc\l(. 

Upon Borrower's bre.rch or any co"enant or il&rc:c:meAt of Borrower in chis ln~trumenl, Lender m:~y apply, in any ~mount and in any order .u 
Lender shall deccrminc in Lender's .sole ducrccion. :In)' rui'ICI' held by Lender atche time or applit:atioll (i) 10 pay l.ates. rent., tnes. auasnu:niS, 
u"ur:an.:c precn1u1ns ;,nd Other lmp.Jsilions which ;,re now or will here;,rrer become due, or (ii) as a ctedic aeaiasc Slims sccuro:.J by this ln.uumo:nl. 
Upon paymcn1 in f11ll o( :all sums secured by Ibis Instrument, Lender 5~11 ptt)mpdy refund to Botruwcr art)' Funds held by Lender. 

3. APPLICATION OF PAYMENTS. Unlea applicable l~w provides orhcrwisc, all p:aymcnts n:Rivcd by under (rom Botrttwer under the Narc 
or this lnscrumcn1 shall be 01ppliN by Lender in the followine order of priori1y: (i) amouncs fN~ble 10 Lender by liorrowc:r under fNr.aer.aph 2 
hereof; (ii) in1ereu f\:IY<tblc c>n chc Nu1e; (iii) J~rin~ipal orche Norc: (iv) interest payable on advances cn:ade putiU:Int to para::r~pb 8 hcrcc.f: ( v) 
prancip.l or :a.Jv:an .. -cl m~de pu~uanl 1.) po.r:acr.af!h 8 hereof: (vi) inceresl p:~y-o~ble on any Fu1urc Advance, pro"idcd 1h:aa ir more th:.n one Fu1urc 
1\dv:anc.: is OIIIU:an&Jine. Lender m:ay :apply fl:l)'menh received :arnone rhe :amouncs or interesc p;l)'ilble on the Fucuro: Advances in such order .u 
Lende-r. in Lender·, sole: d11crcnan, m;ay de1erminc: ("iii prin~ip:~l uC ;any Future Advance. prl)vi.Jcd th.at ir marc: 1han on.: 1:u111re Adv:sn~.: IS 

oulSI.andin&. Lc:n.Jc:r may apply p:symtnts rcr:civc:d <~mone the princip;al h;al:ancH o(d•c Fururc: Ad.,:anccs in sasch order u Lender, in Lcndct'1 ,.,le 
d1~reuC'n, may dcaerminc; and (viii) :.ny other sums IC•'Ur.:d by this ln~crumenl in 1ucb order as l..endc:r. a1 Lcn.Jer'1 or1ion, m.ay dc:rc:rnainc: 
pro,·iJcoJ, however. ah.ll Lender 11&11)'. at Lcader'1 op1ion. apply :any 1um1 pay:able f\UBU.lll\1 co p;&la&raph 8 hetL'-i ,.riur co interc:sa on ~nd prinLipo~f 
or 1he Note, bul iuch ::.pplicatil)n shall not otherwi~e :alre\1 chc order or priori1y of applicarion specified in rhis p:ar:a~tr.:lph 3. 

4. CfiARCES: LIF.NS. BorNwcr sh;afl p;ay all W:ller .lind uwcr riltts, rcnu,raaes. aucssmc:nll, premiums, and Ocher lmpo~i1inn1 f'lttibul;sblo:: "' 
the Prorc:ny at Lcndc:r'1 opcion in the manner pmvldcd under p;u:acr;sph 2 herc:or or. if not paid i11 sud1 m;r.nner. by Borrower m;al.int p.:ynacnt • 
.. loc:n due, duc~rly to the p.lycc therc.,r, or in siiCia o1hcr manner •s Lender m~y dc:sia:n:arc in wricinc. BortOWC't shall f!r.,mplly (urnish II) Lender ~II 
n01iCc:l or amounn due under chis pat01&r:aph 4, and in the: cvcnc RurNwcr ihall m.:~ke p;~ymeaat directly, Borrower lhall promptly f11rnilh tu Lender 
rc:ccipb cvidc:nein;t such payments. Borrower sh;all prompdy dis.&:hart:c: :any lien which h:11, or may have. priority over or equ.2li1y wi1h, lhc: lien or 
tbu Instrument. ~11d Dnnower sh:~ll p;sy. when due. the d:ainas or all pc:r.son, 111ppl)inc lo~hor or m:a1eri:rls to or in C"unne.:tinn wi1h the t'rc>pcn)'. 
Wi1boua Lender's prior .. ·riucn permission. Borrower lh:allnol :rllow :.ny lien inferior 10 1hu lnStrumenl to be pc:rrcc:1cd a::ainu the PrC'pcfly. 

5. IIAZARO INSLiMANCE. Borrower wll k~p the impro¥cments now ca.i.titl& or hcrearcc:r erccteJ on chc Property insured by arricrs oar :all 
cimcs s:ni1f:accory co Lender <~cainsc loss by lire. haurds incluJc:d "'iahin ch~ term -~acended covctOttc", rent loss and such cuhcr bnards. c.asu .. hics. 
li.abiliues and conunt:c:ncies "'Lender (and, ihhis ln"rument is on :a le.&uhc>ld, 1hc eround lease) sh:all require and in such :amoun&~ and (or M~O:h 
pcriucb as Lender sh:lll require. AllprcmiuniS on insurance pctlicies sh.rll be: fl:lid. 11 Lcndcr•s opcion, in che manner provided under p:ar.a~r;,ph 2 
hcreor, or by Dortower m:alint: paymenc. when due. dll .. 't."lly tl» the curicr, or in SIICh other manner as under m:ay desi:n:ate in wricine. 

All inlur.ante pulicies and renewals cherrof shall toe in :1 fut1n acccpl:~ble 10 Lender and 111.111 include a scand:.rd monca:c cl.&u.c in (.rvur or 
and in rorm acccplable cu Lender. Lender sl~<~ll h:s~ the rich• tu hoi.J the roliciel, and &rrower shaiiJirompdy rurnish 1u Lender all rc:na;w:al 
nouccs and all receip" or fl:lid premiums. AI le:a•l thiny d;sys prior to the e .. pir;,tion d:.le or :II poht.')'. IJorrower shall da:livcr II) Lender :1 rcu.-w:ol 
policy in rnrm s.Jiisf .. ctory to Lender. U rhi~ lnstrumenl is an a leuchnld. Burrower sh.1ll r11rnish Len,Jer :a duplic.rle ,,(all p..tlu:iu. renew;, I nulo'c~. 
rcnew:al pc•lu:•o:s and rcccipu of fl:lid prcmiumi i(, by vinuc of thc: &rc>und lc:alic, the oriein:als thereof m.1y nol be IUPJIIic:d by llorrowct lu Lcnolcr 

In the e\'tnt or loss. llurro..-er shall &i"e i•umeda.uc: wrinC"n oo1i~-c 10 doc insur01n~-c cawer and 111 Lender. Burrower hc:rcby :authori1cs and 
emJ"Oo)wcrs Len.Jcr as auorney·in·Cuc for Burrower to m01I.C' rmor ur luu, to a.Jju11 and eomprumiJc .2ny cl.rim un.Jer insur.ancc Jlllh~-ics, to appc;u in 
and pttiKCIIIC ;any :n:1inn :ari,inJ: (rom suc:h insurance rnlicio:s.to l'OIIece ;~nd receive in•ur:II'II."C pr.x.-co:ds. :and IO dc:.Juct theaeCro•m l.en.Jer'• eapc:n•c~ 
incuued en 1hc cullceci"n or such prucce.h: pruvidr.:d lhlWt'¥cr. th:u nnlhinr. cunlaincd in chis p.cr;scr.aph S sh.all rcqui•.: Le11der lh inr.:ur any caJ>o:•nc 
or t..aLc any accion hcrc:un.Jcr. Rutrower Curdr.:r :aulluJtrl.o::s l.cnder, a1 Lcnd.:r's optmn. (01) 10 hold the la;al;ancc of such l''".:ceds tub.: u'.:.J h• 
rcanabune Ourruw.:r foor I he 11\U uf 1e~-onuruo::1iun ar rc:p.1ir of du: l'mp.:lly or f b) Ill arply &he: h;slanc:.: ur ~uch pru~o::.-d• tn rho: l'·•)·oucnl nr the''"'" 
loCCured by I hi) llr.IIUII\C'nl. whelher or nul then dul.', in the 111.Jcr 11f ;oppl11:.1&"'11 Kl runh in p:atOit:r.aph 3 hcrc:af ( IUhj.:CI, hOWO:\"Cr, Ill the Ill: lib (If 
the lcuor under 1hc eround le:a'e ir this I11Sifument i.s on a k.:ueleuld) 

JC rhc iniur;sn.;c pru,o:r.J, :.ue held loy I enderto rc:imbum: Rurruwer for 1hc cosl o( rcuur.atiun .lind rep..air or the l'rortn)·. I Ia.- ProlJlefly $h.oll he 

rc\lurecJ 10 the equi•·oal .. nl of iu ot~::in"'l e.,n.Jiciun nr ou.:h olhcr rctndutun as Lender m:ay aa•provo: in wrilint. Leu.Jcr m:a). 011 l.ender's OJIIiuu. 
(un.Jnmn d"hursc:mer.l uC J.<lld rrCM:c.:ds (1ft Lc:ndc:r'• .arprov;al or such piOin. an:t spcciticaliuns or :en llrthit&:CI Ulisr • .-cory ,., l.cndc:r. CC'Inll;o,·lllf's 
cuSI ellim;,lc$, :ardurc:ct'~ c.:rcali~;sii.'S. w.ai¥.:n orlic:ns. swlorn lt.llena.:ntu•r m.:.:h;,ni~ and m:atcri:alnaen and so.:ch u1her evi.Jenc.: 1•f CO•I\. p.:r.:.:nc .. a;c 

complr:linn or cunollll"l""· :~pplio;OIIinn or r.ayrnc:nh. ;and , .. ,i.rorniun .. r lc.-n~ :IS l.en.J.:r m:ay rc:;s.an;ahly rc:quirc:. IC chc in.ur.ua.:e rr• .. c:cdo .tiC 
~rphc.J 10 lhO: Jlli)"UICIII ,,(doc: IUtnS JI"CIIIO::.J by I hi\ ln•IIUniCIII, any )U•Io ;!pflhCllllolll nr prooL"t:Cdl I .. f\Und11:1J Sb.ellllo•l ealc:n.J C>r f'ohlf'olllo: th..- ollie 
d;scc' or tlcc munlhl)' inst.ollrncnll ro:fctled 10 in p..al.&l:l.ll"hS I Olnd 2 h.:rcnf til c:h:lnc.: rhe ;om"""" nr ~ucla insl.lllmcnb. If rho: l'rc•pcny IS tuiJ 
punu.:.nc tO) Jl;&l.l&:raph 27 ho:ro:uf or ir Lenoler :s.:quiiCS loll.: 10 rhe l0fiiP,:II)". l.cndll't ~h..all hilvc .;oil ~r rhe cit:lll, tide Olntl llllerc" or Rorruwcr Ill :.n.J Iii 
any rnour.an'C poh•tcs .. nd unurnc.J prcnuunas thereon anJ in anti to 1hc: procccJs ro:sulun~: frum any dana;aec to the l'r"pcny rnor to su.:h , .. I.: 01 

~cquiouron. 

6. rHESFH\',\110~ ANI) 1\1.\IN H:N.\1';(" .. : ()•"I'UOJ>HIT\'; I.EASUIOI.IlS. 01Jtr<Jwcr (.a I ~h.:.ll nul cnsnnril \OiiiiC ur 1•.:rna11 unr.o11nocnr ur 
l!clcr~o•l-'hun of II•.: 1'1111'0:11)'. ( h 1 ~h..all nlll.alt.•n.Jo.)nlhc l'ropcn)'. (c) ~h.oll reolurc or r.:p.11r l"'''""tly .an&! in :1 &ClOd .and ... orL.m.1nlcLc: m .. nn.:r ,u 
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a( ~.~r p.tll 11f the l'rc•J>efl)' I•• dec coaeu~<.tlcocu uC ib uriJ:u~.~l ''tnditiuu. cu ''" t.' utbcr '-'l•rulniun ;a, I .cAdet uao.y ;appru~<c m writmr.. in chc ewe At c•f ·•"Y 
d:u"aec. injury c•r '"" chcrctu, whetho:r ur Aut in,moant.t: Jllel\ccd' art: :ovailo~hlo: ha c:n~tcr&n whulc .,, in I'"" 1111: "'"" 11f ""It tt'\luc.1ti .. 11 ui 1,.1,,,1r, 
(d) •h.dl llt'ep the l'ru,p.:rcy, andc~tlin& imrn•vcuacnh, la~ture,, equrpnaenr. machiAery :and apph.an.,c, thcrcun iu a:e~Ctt.l ,.,.,,,,ir :antJ sh.ell IO:Jtl .. cc 
li.uure•. cqucpmcnt, m:acbincl) and appli:an'-c' on rl~ fropcny whcn ncu:sury 10 Lccp suc:h item~ in e•aotJ n:p;air, (c) sh:all ,,nnJIIy with :alii~~'· 
ordin:anc"'· tt'&ul•tiun' and requizcmcn&i or any cuvcrncnent:al body :appli..:;ahlc en the l'rupcny, ( (J •!&:all provit.lc fur J'ltufc"iuuoal mano~::cmcnt of 
the Propcny h)' :a rcwdenti:al rental propc:ny man;aecr i:~ti,(actory ao Lender puDu.tnt II) a contt.JC1 o~J•provetJ by l.cndcr in wriune. cmlen su.:h 
rcquucmC"nt ,h.1ll bC" waived hy ~Adcr in writine. (C) sb:dl ecncr:ally ct(letollc :and maintain the Propc:ny in a ~nncr 10 cmurc ma.Umum rcnt .. h, 
and (It) "'.til &ivc an cite iA wriline ,., ~ndcr or :and. unleu olhcrwhc dire&.1cd in wriainc by lender, :.ppc:ar in and defend any action or proc:cechn& 
puf))o)ncnt to llacathe Pro~ny. chc security or chis lnmumenl ar lhc na:hcs or power. or Lender. Neither Botrl)wcr nor any to:n:~nl oro tiler perM~n 
sh:lll rcmuvc. demolish or ahcr any improvemenr now e•istina: or hcreafacr crecacd on 1hc: Properly or any liuure, equipmc:nr, machinery or 
applianu in or on &he Propcny e•ccpa when incident cu the repl.1ccn1en1 or ti•aurcs. equipment, uaa,hi,aery ;md appli.ancca with icccns ur tiLe Lind .• 

If a hi a l11sUumcna is on a leasehold, lJorrowC"r ( i) shall comply wich chc: flto•isions of the cround lc:~sc, (ii J sh:dl ;ive inunc:dio~cc wriuen n11ticc: 
1o LcmJcr or any dcf01uh by lessor under che cruund lease or of any notice received by Borrower from such lessor or any dcf:ault under rhe s:rl)und 
lease b)' Bonower. ( w J shall eaercisc any option co renew or c1.1end che CNUnd lease and civc wriucn conlirmlllion lhcreor co ~ndcr wirh111 alurry 
days after such option becomes curcisablc, (iv) shall eivc immcdQtc wriucn noaicc 10 Lender or ahe commenccmcn1 or any ccmC"dial prot."Ccc.hncl 
under &he &round lease by any P.lRJ therero and. if required by ~1\dcr, shall Pe-rmit ~ndc:r 11 Borrower's aaromcy·in·C.Jcl ,,, conrrol and ~ca Cor 
Borrower in any such remedial ptOCeedincs and ( v) shall within cbiny days :afcer reqUCSI by ~ndcr obsain from chc lessor un.Jcr abe cro11ncJ lc.ue: 
and dclivcr co Lender chc lessor's cs10ppd ~nifiace required mcrcundcr, if any. B.Jrmwcr hereby ca.pressly transfers and assiecu, co Lender the 
bcnel\1 or all C:OVCft.lnU COII&aincd in lhc cround lease, whcahcr or 1101 such covcaanu run with the land, bua Lcndcr shall have no li;abilit)' wich 

· rcspcc& 10 such coveaanu cor any ocher coven.1nu con&ained in 1hc cround lease. 

Borrower shall not suneadcr the leasehold csc:aac and intcrnu herein conveyed DOt ccrminatc or ancel rhc cround lc:ase crcalin& said esuce 
and incerests. and Borrower shall nol, without chc caprcss wrium conscn1 of L=dcr, allcr or amend said eround lease. Borrower coven:anu and 
acrccs thai there shall noc be a merecr or the cround lease. or of chc leasehold asaae crcaccd ahcrcby, wich the fcc cssace covered by chc eround 
lease by reason of said leasehold cscate or said fcc csucc, or any pan or ei1hcr, comin& in co common ownership. unless Lendcr shall consent in 
wricinc 10 such mercer. if Borrower shall acquile such fcc asaac. rhcn this Jnswmcaaaball simulcanccusly and wilhoua funhcr atcion be sprc~d so 
as 10 become a lien on such fcc csaacc. 

'7. USE OF PROPERTY. Unless required by appliablc bw or unbs ~Adcr has ochcrwise a creed in wriliAC. Borrower shall 001 allow ch-'n&es in 
the usc for which all or any pan af chc Propcny wli inlendcd ac chc time chis lnsiNmcna w.u uccuaed. Borrower sh~ll not in11i:aae or acquiesce in a 
chan:c in the z.oninc mssi6cacion or lhc Propcny wiahoua ~ndcr's prior wriCCCCI consenL 

a. PROTEcnON OF LENDER'S SECURITY. If Bonowcr Co~ib 10 perform the coven:anli and acrccmcnts contained in chi~ lnnNmcnc. or it any 
atciun or ptDCccdin& is commenced whidl all'ccls chc Propcny or cidc thcrc10 or the inccrcst or ~ndcr therein, indullcnc. buc Ani limited to, cmincnc 
domain, insol•mC)', code cnforccmenc, or arnn~emcnts or proc:ccdincs invoa.inc a banlu\lpt or dm:denc, (ben ~ndcr at Lender's opllon m.ay 
make such appearances. disburse such sums and uke such uUOtl as Lender deems ncccssal)', in iu sole disctcuon. 10 proaec:t Lender's intctcst. 
includine, bu1 not limiacd ro, ( i) disbuncmcnc or auomey•s fees, ( ii) cnuy upon abe Propcny 10 male rcpain, (iii) ptOCurcmcnl or S;Jiasf.acrury 
insurance as provided in paracraph S hereof. and (iv) if chis IMCNmcnl is on a leasehold, cacrcisc or any option 10 renew or uaend abc eroun4 
Jcaae OD behalf o( 8ofrowcr and the CUrinC Of any defauh of Borrower in lbc terms and coaditions or lhc: &round fuse. 

Any amounu disbuncd by Lender fiiii'IUanl eo chis paracraph I, with inte~ 1hercon. lball become addieion:l indebtedness or Borro ... ct 

secured by 1his lnsiNmenl. Unlns Borrower and ~ndcr acrcc 10 other ecnns ofpaymcen. such aiiiOUIIts shaU be immcdia1cly oluC" a11d p.1y;zble an.f 
shall bear interest from a he dace of disburscmcnc a1 ahe rate a:accd in the Nocc unlcu caJic,:lion from Bonowcr of illterell :u such rate woul4 be 
cantrary 10 appliablc law, in which evenl such amou1111 ah.:all bear jnrcrcsa aa me hichcsc race w!Uch may bC" collcacd from Bonowc:r un.Jc:r 
applrable bw. Borrower hereby covenants and ll&rccs ah:ac ~ndcr sh•ll be subro&atcd eo the lien or any monc.J&c or ocher lien disch.:arec.J. in 
whole or in p,1n, by ahc indebrcdncss sccur~ hcn:by. Nochine coaaaincd in this P.~taenph I shall n:q11irc ~nder 10 ia.:ur any c.apc11sc or talc any 
acaion hereunder. 

9. INSPECTION. Lender m11)' make or cause 10 be cn.1dc reasonable entries upon aod inspcaiona of the Projleny. 

10. BOOKS AND RECORDS. Borrower shall •ccp and main&ain al all Limes &I Bonowct's address Slated below, ur lUch UlhC'r pla.:c :IS Lender 
may approve in wriline. mmplcte and a«Uracc books or acxounli a11d rca,ds adequate 10 rcllccc correaly che re•uhs of aloe operation of chc 
Propc:ny and copies or all writlcn conrracu,lcasn and ocher instNmenu which afl'ccr cbe Propcny. Such books, n:corcJ5, conuacu,lcucs and ochC"r 
instNmCIUI shall be subjca 10 euminacion and inspection a1 any n:ason<~blc lime by ~ndcr. Upon Lender's rcquC"at, Borr.:twt'r shall fumhh ao 
Lender, widUn one hundred and lwcnty dill)'l after lhc end of cadi fiscal year or Bono•-cr, a balance Shecl. a llllemcnr or income and eapcn:..:s or 
lhc Pro~n)' .1nd a s1.1acmecl or chances in 6Mncal posiUon, each in tAMicablc deW! and ~nilicd by Donowcr and. ifLenoiC"r ab.tll rcqwrc, b) an 
indepcndcnc cenified rublic account:anc. Borrower sh.lll furaish, cotelhcr with the forccoin& 611:111cial scaccmcftts aod :a1 :any other lime "PI'" 
Lender's rcqucSI, a rent schedule for the Propcny. ~nificd by Borrower, show in& the oamc or each ecnant, and fur co~eh ten.,nc. lhc space occura•e4. 
chc lease capitation date, the rene pay.1blc and the rent paid. 

II. CONDEMNATION. Bonower shall ptompdy notify ~nller of any .a~"tion or prOCC\'dina rc:lacin: to any cundcmnoalioJn or other l.aL•n.:. 
whether dirc~1 or indirca, of rhc Pro,~~eny, « p.:an thrrc.:~r. and Borrower sltall appe.1r in and prosceu1c any such ~.:Uon .u proc.-ccdin& unlcl\ 
othcrwUc: dilcaed by Lender in wriline. fkJrrowC"r ;authonz.cs LcndC"r, :11 ~nder's opwn. as :lllt.~rncy.ill·fact for Dorru ... er, 10 .:ummcnc:c, .:appc.ar in 
.and pro~cucc. in ~Alter's or Bono•cr's name, :any action or prua:cdine relaline 10 :any COAdemn:rlion or ocher lakin: or abc Propc:ny, whcaher 
direa or indirca. and ,., senlc or comptomise any cl01im in CDnnC'Ction wilh such conllccnn.ction or uaher ukine. The pr~ceds or lin)' aw .. rd. 
~)'ment or claim (or dam:aa:es, dirca or C»>ISC"Qucn&illl, in conneaion wiab any condcmnaaion or othct 1.1L.ine. whether dir.:c1 or indire~1. o( til: 
Propcny. or pan ahcreor. or fur conwy;a114;es in lieu of cont.lcmnation. arc here" by o~s.ic~~e.J 10 and shall be p.:aid ao Lc:n~er sutoj~-c•. ir chis lnlln.tmt'nt 
is on a leasehold. 10 1hc ri:has of lessor un.fcr abc crounJ lc.IK. 

Borrower .1ulhoriz.:s Lcn4er eo apply '""h :award•. po~ymcnb, pro.:ecd1 ctr d.un:aees, :.cfccr the dc.Juction of LcnJcr'a ca~nscs inc:urrc:J in ahc 
C'o)llcction of such ..rnuunc•, :ac ~nder'• option. to rn&<ll.:laiun or rep:air of thr: Propcny or ''' paycncnl or ahc sum• seCIIrccl hy lhi, ln.cruancnc, 
\l'hC"Ihcr or not then due. in ahe order or :arplic:acinn ~ct a:..uh in p;oro~.:r .. rh l hereof, .. i1h chc b:al:rnc:.:. if :an)', 10 D .. mo .. ct. Unleh Dorh''"cr ,,,11 
Lender oahcnoti5C ;a'rec in wricinc. any :IPJIIII:.lliou or pro..: .. -cd• 10 princip.ll lh.lll not t:ltcnd or poup..~nc: lhc diiC d:.lc or the lltllnlhly inst.allnl~ll" 
referred 10 in p.:ar~erapt.i 1 and 2 hcrcc;f ur ch.tna:c tlu: <~rn~Jucd of •uch inst;JIIments. Borrower :aa:recs to cu~uce su.:h funhcr ev1Jcn~t: of 
a11ienmcnt of any .1w:.crds, proc:eceJs. d:amaecs or ci:Um. :arisin: in connection .. iah such cc.n.Jemnation or to~ Lin: :n l.en.Jc:r m.ay rc:~uir.: 

12. BORHOWF.K ANn t.II::N NO'r RI::LF.ASI::D. t'ro.~m airnc tu 1i1nc. l.cndcr nc:ay, o~t Lender's opci.,n. without a:i~uoz nnu • .: co or o.~bt:ainin;: chc 
conscnl of Durruwcr, U.arrowc."r's sutc:C"\>Un .,, .1s<~::n• or of any j11ninr lu:nhni.Jc."r or eu:ar:anrl'ln, ,.jahoul h.1luh1y ••;I l.cnllcr'• Jl.tfl ,,.,J 
thltwilh't"raclanc IJ.Jrruw.:r's brc.•c:h 11f :Ill)' ~'Uven;anl ''' :.cr.·cmcnc uf Uou.a~oer in thi1 lnurunc.:nt. c:u.:u.J rlu: 1i111e: fur J•,ynccm ,,( 1.a1d iu.J..-hacJ•.•·" 
or any p:an &ht'lc:uf, r.:Jeu:c rhc paymcfiiS thcrc••n. r..-Jo: .. ~ auyuno: h:ahlo: ••n :ony ufuiclm.Jchtc:dncss, :.c:co:pt ~ rcnc .. .llc"'" nr n.•IO:I tho:r.:f,•r. n~ot.hf) 
ahc term' lln.J Lime of ('.t)'nu:nt u( s.tiJ inJcbto:.Jne"· n:k .. •c rwna the lien ,,r chi, ln•tnuncnt :any p.lll flf cit.: l'to•Jwny. t .. l.: ur rcl.:.15e nrlto:. •'' 
a.Jdi1iun.al sccunry, rcwnvcy ;,ny p01n of&hc f'rorcny. ,,,n,cnrto ..:any m .. p 01 r•lln of the PtOJICII)'. conscnl hl &he ,r.:anune ,,r .111y c.loemc:nl, j,oinan 
any e.ucnaioJn or •ubordon.a1iun :acrecrhccu, :an.J :rerc.: in •~rit.in:: "''ith ~.rr ..... cr lu m•l•lif)' thr foliC' nf cntcrcsc or ,,...,;,,J nf .. .,,,.,,,.;,uun e>( dte "-·••.: 
or c:h:.nec: 1!1c an1011111 of chc: monthly inu .. llmcnts r:ay.thlc ahc1eun.Jer. A~oy ;occinnlt .. kcn by Lender pu,.u~nt 10 tho: ccrnu .. r ellis JI"UI:r"plt I 2 
sh.dl nul aiTccr 1he obliC.ttion 11f Durrowcr or Uotruwcr's succ.:1w.r• ~>r .. ~~i:ns 1u p;,y lh~ surns ..:cured hy thi• J,,.srument .on.J to ob.trw 1loc 
coven .. nts uf &rrower t'llnt.)inc:d hcrctn, sh;all noJI ;alTo:.:& lhC" a:uu:rnty of any rcn.>n, cotpo)ralion. p.,n:'IC"nh•l' or orl,.·r en111y t'.•r r.cynu:nc of 1ho: 
in.Jchlcdncn secured hereby. ancl ~h .. II nul aiTC"CIIhe tio:n"' pnunty nf lorn h.:rcuf un the Pcup..-ny. llnrru,.o:r sh .. ll P·•> l.cn.J.:r ~ u.ol••n:ahl~ .er ""' 
cl.~rcc. IOEelhcr with •uch tille insur;an.:c premiun•• :oncl .;~uornc:y's fo:.:s ~' m:ay be incurrcJ "' Lo:n.Jcr'• upuon, ftJt .. ny su.;h ;a~u.uc if C.o~o:n " 1 

IJotrCiwcr'• ro:'lu..-at. 

JJ. FORB~.\R.\NC~ lJ'( 1.1-:NOER NOT A WAIVER. Any fotrhC";arJn~e by Lo:r.dcr in cacrci11n&: .:any ritht or rcm~dy hr:tcun.Jct, Ol or:.c:-••·.: 
aft'mJcJ by .)rplr,;.:ohh: J,,..,, sh .. !l nul he .:1 wo~i.,o:r Ctf hr f'U".Iuelc lhc CAO:h 1..: l'f .. ny lil:hl ul tcmcoly 'fhc ,&~C:t:fll"lll:o: loy l.c11olo•1 elf i'IJ)'tncnl uf •01 •l 
JUm >eO:utc:d b)' 1111> tn.uumcnl ,fccr the due dale Of >UO:h Jl:l)'ntCIIC >lt .. IJ nnl he _, w:ti~cr nr l.:~odo:r'• fl!;hl 10 ci1her IO:~Uit~· pC.UIIJII Jl:l)'rnt'ftl "'C.CO 

due of all Cllhc:r ~UIII\ so lO:o:urccl 01 "' .J~.:J .. rc :.1 .J.:f.ouh (M r ...... rc: ·~ m;.,L.: prumpl po~yntcnr Tile Jlho(Utt:mcnl of in\Uf.tno:c ·•r tlu: ,. .. )'IIICnl ... r ....... 
or orhcr lio:u• or ch.utn by l.cndcr >11.111 rool he.:. ...... ,v.:r uf lc:nJcr's n,:l•ttn .a.:cclo:c~r~ lh<' "'"luril)' niche in.J.:hccJo:•• >O:C'urcJ l•y lho>ln>cn.m~ .. •. 
nor sh,IJ l.c:ndcr's recc1p1 ,,( :rny aw.or<ls. prucccch ur ci.l:n,co:s 11nJcr J'I.II"J:'"Jlhl S ar.J II t.~:rc:uf upcr.atc: ,.., cure cor w~ive n •. rrowcr's do:fJ~ol: 1" 
p.&)·mc:nl of 1ums ~ct.ouo:J by chis lnlltunorrot 
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80~l ~"i .1 r: ... l!: Ill CONFIDENTIAL 
• lol •• ··~fUI'I'f.l ('•:n UH(:J\'1 f- Uotrruwcr .J,;aU .. ,dun ten dol)'~ uf ;a wnu.-ia r.:qur~t (rum l..:udcr tim·•\!• l.~ndcr ,..itb ;a wrllft:ll Jt.atcno.:nt, 1luly 

• • o~.L • ..iwlccli:e<l. ~uin: 1~nll the sum' JC.:ureJ by lhb ln•taurnent :.nd :.ny r•J:tU uf sCt•Olf, cuumcrcl.lina "' othn dclcn~ wlu.h cai~ho "1: .. '"'' '"'" 
'loun" ollld the &lblia:.aiiUIIl u( Ibis Jn .. ruuu:nt. 

IS. liNIF'ORM COM:'-11-:RCI.\L com~ s•:cUIUTY .\CNI\.:A>tf .. 'll'f. Thi.Jn)IRIAICnl ;, imcndc.J hl bell '"uriay acrecmc:nt (IUtiUolnl '"'the 
Uni(ulln Cc-mmct~:i:al C~c fpr ;any of lhe icc:ms spc:.ilicd :ahovc: :u p.an .-r the Prorcny wbi.:b, under <~Jlpliablc l:a"', m.\y be 1ubjcc:t10 :1 ,~,rity 
lftletc:>l pursu:anl In rhc un,ror.n Com&net\.i.al Code. ;anJ DonowC'r hc:r.:hy cro1niS Lender <1 sccurily inlernl in uid rt.:m,. IJ.Jrrowcr a.:u:cs lhll 
Ler.dc:r m:.y tile 1h1~ fnsuumenl, or :a rcph>du.:li.•n chc:ra.f', 1n the rc:al Cll;a&c r .. ,._,rdl or other appmpri:uc indea, ;a, :a lan;ancin.: ~l.atc:mc:nt fur ;on)' vr 
lhe ilcm' ·~ulic.J olbo~·e .n p;an or lhc PruJ1Cny. Any leJlr&ld&l4'1illn of lhi5 lnstnmlenl or or .lny tllher security :.;r.: .. auenl cor fin:an~:inc )loliC:IIIenl 
slo.all h .. •uiJiuC"nl :.s :. tin.andnc ilollcmcrll. In :addiunn, fi.Jflt)wcr :.ere.:s to caecutc: and do:hvcr to l.c:ndt:r, upon Lc:&t.Jcr'" r .. 'lucu, ;an)' fln:uto.:ini 
.l.a&emcnu. :as "'ell .a\ o:.r.IC'n•iutu, rc:nc:w:als :.:.d ;un.:n.Jcncn" du:rcuf. ;and rcrro.Ju.:ci.:.ns '''chi' lnm1nn.:n1 in such furm as J.::nJ.:r may rcquit.: 10 
p.:rrccc a scturny imcrc•l wuh rc."lpccttc> s:ud ucms. Burmwer sh:~U PolY allco\ts or fllinc such lin:.nan: '';alc•ncnls .:and an)' .. atensio.lns, rcnc.., .. l •• 
.amcndmC'nll :.nd rclc:Ok'l &hcrc:oJ(, and sJ,,lJ Jl.l) .all rnktn:ablc emu and capct~aCJ or <~ny record sc:archc.. for llno.nc:in& s~.arc:mcnh Lender nt.oy 
ro:ason.ahly require. W,dJOul the pri'" wriuc:n consent of Lender, 8orr11Wer •b<JII POt erc::acc or sutler to he crc:ar.:d punu.ant &&> tloe Unif.,rm 
Contmcrc.ial Cudc :any Olhct se.:urity inccmt ln s;ajcf 114:ms. includin& rcpl:accmcn&l and :additions lltCfCIO. Upon O.,rroowc:r's brc:l.:h or any CU"C'II:IQC 

or acrcemC"nl or Borrower ronraincd in llu~ lnurumcnt, includint: che covcn;uus co pay when due all sums secured by 1his ln•uum.:nl. Lcn.Jc:r oh.all 
loo~vc che rc:t11ed•es or a se.:urcd p01n)' under the Uniform Cummcrc:i.ll Code: and, :at Lender's oJ)Uon. n1;ay also invule rhc remedies pro~,.ided rn 
p:ar:acr4ph 27 or this lnSINment as 10 such icems. In cac:rcisinc any or uid remedies. Lender may proceed apinsa the iccms or rc::al propcny .anJ 
any icc:m5 of JlCllOIIoll propcny spcci&ed above :as p:an of the: Propeny sep:antcly or &G~C~hcr and iA any order wholuoever. wi1hout iA .any way 
all' caine the: av.1ibbili1y of Lender's remedies under the: Uaifonn Commcrcioll Code or of the rccaedia provided in par.1cnph 27 ofahi' lnstrum~nl. 

16. LF.ASES OF TilE PROPERTY. As used iA this p:aracr:.aph 16.rhe word •1c:rse" sholll mean "sublc::asc" ifabis ln~trumen1 ilona lcasch..old. 
Borrower sh:all comply wich and observe Borrower's obli.::.wns :as l:ara.Jiurd under alllc::ascs of'1hc PNpcny or any p.an rhere.,r. Borrower will n.:.1 
lc.1SC: .1ft)' p..&rtion of the l'ropcny for non-rcsidcn&i.al us.: eaccp1 wi1h lhc p,U,r wriucn approv.aJ of Lender. ~tro..,cr, :II Lender's rc:qual, Sholll 
Cum ish L~nder wi1h eaccuceol CCipitS ol all leases now ewuna or hcreafcc:r m:adc: or aU or any p:an or the: Propeny. and alllc:asc:s now ar bc:re.1f1cr 
en1cred int., will be in form :and subsc:ance subject 10 lhc :.pprov;al of Lender. All lc:asc:s or the Propcny sholll &pcc:i6Collly pro.,icJc 1ho1c such lc::asc:~ 
;arc subtlr4illolrc co lhu ln~tNmc:nc; ~~ che tc:n:aru :lllo)tns 10 Le11der, such :.r10rnn1c:n1 10 be ciTcctivc: upon Lender's acqui,illon of Li1lc: tu lhc: 
f'rupcny; thollthc cen:.n1 o~cro:e•c.- eaeculc such funherc:virlcnt:.:• of .utornmenc:.as Lender m:ay from time tu tilnc: n:qucu; th:a1 che auornmcnr or the 
IC:Allnl shall nn1 b.: r.:rmillolced by Cureclo.urc:: and lh.u Lender may, :al Lender's op&ion. aa:cpr or reject such auommen11. B.:.rrower shall n•n. 
wi1hou1 l.c:ndcr's wriuc:n con sen c. e.&ccule, modify, surrender or 1crmin:a1e, cichcr orally or in writin:. :any le:rsc ftUW c.W.cin: or hercafc.:r m:adc or :all 
or :any p;.n of rhc: Pc.>pcny providinl C01 :a cc:rm or three: )c:ars or more, permit an assicnmc:nt or sublc:olse of such :a le.aJC wi1hou1 lender's wriucn 
conscnl, or request or consent "' abe suboro!inaU..n or any le•sc or all or any pan or the Propcny 10 any lien subord1n:a1e tu chis lnSinamcnl. If 
Dorro~er bc:~'Omc:s aw:.rc 1h.at :any cen:ant proposes 10 do. or i• doin:. any oltt or chinJ: which m:ay civc rise 10 any richt of sc:1-ocr ae.ains1 rem, 
Borruw~r sh~ll ( i) t:aLe such slcP' as sh:all be re.uon:ahly alcula1ed ro prevctll che accrual or :.ny ria:h• co .1 Kl-olf ar.:ain.c ro:n1, ( ii) notify Lcn..tc:r 
thereof and of the amounl of s;aid sc:t-ol'l',, and ( iu) wi1hin len days :alter such accru:al, reimburse lhc tcn:anl who sh:.ll h;avc: ;..:ljuired such rielol 10 
sec-on· or 1o1kc such other 11eps a5 sholll clfccuvcly d~rce such sea-off :and as shall auur.: thai rents thercaCtcr due sholll conlinuc: 10 be Jl:.yoable 
wilhout sea-off or deduction. 

Upon Lender'" requHI, Borrower sb;lll aui:n 10 Lender, by wrinen inmumenl satisfactory 10 Lender. ~II leases now c.U•Iin1 or hcrc:<aiter m.ade 
of all or any pan of the l'mJ1Cny and 01111 sccuri1y deposits made by le!':lnls in c:onncction wilb such h:ascs of 1hc Propcny. Uron abicnmc:nr hy 
Burrower Ill Lender of any le:a.cs or I he Propo:ny. Lender sh:rll holvc: :all of lhc ri,r:hts and powers possc:ucd by Donowcr prior 10 5uch all)i:nmcnl 
:and Lender shall h:a~c ehe ri:hr 10 modify, c:acend or ccrminacc such c:ai•lin.r: leases and 10 c«eutc: ac:w bJCS. in Lender's 10lc dsscrclilln. 

17. R•:~n:mES CUMUlATIVE. E:ac:h remedy pr&~vidc.J in chis lnslrumcnt is diuilla :and cumub1ivc to all ocher n:hu or remedies under tim 
Jnstrumcnl or :afforded by law or eljuily, and cnay be caerc:iscd coru:unc:ndy, indcpenc!cndy. or s~~~:casivcly, in any order whothoocvcr. 

Ill ACCELI::HA1'10N IN CASk: OF DORKO'W~R'S JNSOLV.:NC\'. If Oowwer Jh:all volunt.arilylilc .. pc:tiW.n under rhc fcdeml R:a.1Lrul'~~) 
Act, as sud& Act may liom cime 10 time be amended, ar under any simil:ar or successor Fcdcr:-1 sc:uure rclacin: co bant..ruJliCy, iu.olvcn.:y, 
;ananccmc:nrs or rc:orc;riiWti.)ns, 01 under any Slollc b.auktuplcy or in~vcncy aa:t, or file an :aa.wer in an involunrary prcw:ccdinc .dmiuint: 
insolvency or i1101bili1y co p:ay debts. or if Borr&~wc:r sh:all !:ail co oh1o1in a v:.ca1ion or slay of involu1Uary prcw:cedin~s bruueht fur a he rc:orc:.ni""''ion, 
dusolu1ion or liquid<~tion of Uorrown, or if Borrower 5h:.ll be adjudced a b.anLrupt, or if :a IRI51coe or rc:~"Civc:r sh:all be :appoinrcd for D.:lrro"'cr c.r 
Borrower's propcn)'. or if ahc: Propcoty sfuall become: subjcc1to 1hc juri1diclion o( a Fcder:al b:anla:Nplcy c:oun or similu Sl:llc: &:uun,ur i( Dorro~ .. cr 
sh:all m;aLe an assia:nmenl for the bcne61 of Borrower's crcdilors, or if'rbcre is ::n :au:achmcnr. eaccurion or 01bcr juc!ici;al seizure or :any poniuu or 
B.lrro..,.:r·~ :asscll :anJ such seizure is POl dischar:c:d wicbin ten d.ays. then Lcoder may. at Lender's op1ion. d"b" :all c.r d•c: wms sc:cur~d by dus 
Jns1rumen1 10 be immcdioltely due :and payable wichour prior nu1icc co Oorro~wer, and Lender may invoke .1ny rcmcd•e' pcr1111uc4 by poaracr;~ph l7 
or 1his lnscrumcnc. Any auotney's feu and other co~pcn~ iAcurrcd by Lender in cunncction wilh Dorro .. ·er's b.llnt..ruptc.')' or any of 1he oahcr 
aforCSolid c\'Ctll$ sholiJ be a.Jdili.>lloll inclebccdnc:SS of 8o>rrowcr Secured by lhi.s lnstNmenl putSU:IAC 10 p:ara&nph 8 hereof'. 

19. THANSFF.KS 01-' Til£ PNOPERTV OR UI::N~FICIAL INTEHF.!»,.S IN UORNOWER: ASSUMPTION. On sale or 11a.n•rcr of (a) :.11 or 
:.ny p4n of the Propc:ny. or 01ny inlc:tcSllherein, or (ii) hcnc:lici.al interests in Bonowcr (if Borrower is nola na&ur.ll pcuon or JlCIWai bur &> ~ 
CDIJIOr.acion, p.anncnbip. uull or ocher lct:41 cncity). Lc:ndoer m01y, ar Lender's option, dc:d.-rc: <all of lhc: •un" sc~:urcd by 1h1~ l!bltumcnr toJ be 
immcdtalcl)' due <~nd p:a);able, and Lender m01y invuLc :any rcmcdac:s per mined by pu.acnph 2 7 or chi• fnsttumenL TIU:ai. oprion sh:all noJI .apply in 

c:.asc of 
( :1) cran~rers by devise or dc5«nt or b)' opcr.aliun or law uron lhc dc:.o11h or. joint lcnoanl or a p;mnc:r; 
(b) s;alcs or ~r:an•fc:h wloen rhc cr:an~f~rc:e's crcduwonhincn and naa~~:~~c:noent :abiliiJ .1rc uri,r.a.:lor,. 10 Lcndo:r :and ahc cr.an\f.:rcc h.os 

eaccule.J, priur "' 1he s;ale or &r.JIIlfer. :a wriucn :auumrni11n :a:rc:eniC:III c.'Olllolic:Une such lctm• as Lender m:ay require. indudin:. if requor~.J 
b)' l.cnJc:r. ;an ra.:r.::aK in lhc: foliC or inlerat JlOI)'.ahlc under lhc Nole; 

(c) 1he .:r.1nr or a lc .. ,.:hoold in•crcJC tn :a p.an of the ProJ1Cn)' or three: ) cu. or less (or such lonccr t.:.nc rcrm :u Lender m:ay pcrcni1 by P"'" 
wriucn <opJlrov~l) noJI conl:~inin& :an op1ion 10 purch:a.e ( ca.ccp1 :an)' inu:rc:sc in the cro11ncJ lo::he. if this ln,lrumcnl is on :a la:.as~h•oiJ ). 

(J 1 s;al~:s or u.an\fe:s or bcnelic&:al inaerescs in llurruw~r pro\'adc:d 1h:u '"'h sales or cr.:an•fcl'\, cu::c:ther 10oi1h :any pnnr ':.les nr lro~n~f.:" or 
bencticio~l ina~rc•h an llorrowc:r. bul c:aclu.Jin: ula:s or cr:an,(er~ under suhp:~r:aer;aphs (a) :on•l (h) 01hove, d.• 1aor r~uh in n•nr.: rho~n .\<JO::. 
or 1hc bcnC'Iica.al 1nro:r .... rs in Burruwer h:avinc b~:cn wiJ or aran>f.,rr.-d since: cnmmc:ncc:mcnl ur :antnrrit.anc•n or ch.: Nuac; :-n.J 

(e) SoliC:l Ul lt.IAlrcr. Of fiarures or any pcUOn:al prOJ1Cny putsuOinl 10 I he: filii floltolllolPh o( p:.rOI&r:lph 6 hcrc:uf. 

10. NOTIC•:. E\.:c:pa fur :.ny n .. uicc required undcr .applu::tblc l:.w 1nhc ~:ivc:n in Joi'IOiher m:ann.:r, (:a) any ruui.:c tn llurruw<'r rtuvi.Jcd f,,r in&hl\ 
Jn\lfUIIICnl t)f in lhC: I'JOIC •hoolJ be t:i•·cn b)' n1:11h11! llll:h n"Utc: b)' .:cnirtc.J rn:ail o.c!.Jrcssc:d 1(0 ll.ttruw .. r :al Jwrtll\01:1'• ;t,I.Jr.:" Slotl•'•l ho:lo•w "' itl 
... , .. Ill her :oddtC~~ ;u fl.trro~w .. t n1.ay c! .. ~I~R:Ih: by ftOii .. "C 10 Lender :IS pruvidc.J lacr.:in. :tnd (b) :tny &Uitc 10 l.Cnol.-f $h..tiJ h.: 'iven h) •C:IIIIi.:J 

mlil. rcrurn r.:ccipr rcqueUC'd, 111 l.cndcr's addr.:•i 5tah:d h.:retn nr tu wc:1 .:.thcr addrc•s ll\ Lrndc:1 m:.y dcosiJtn;ll.: by 111•11•0: h• llt~truwcr "s 
Jlfo)"idcd herein Any nr•li(o: pro~vidcd for '" Ibis ln"tUIQC:Ill or in lhc Note sho~ll h.: deemed 10 b;,vc h.:.·u .:ivcn ,, n.uruwer Uf Lender when cavcn 

in 1he na .. nnc:r de~~i:na"d herein 

21. SUCC:F.SSOKS ANil ASSIGN.S UUJINil; ,I(JINT ANO s•:VF.IlAL I.J,\IJU,I'fV: ,\CI-:NT.S: CAI'TIONS. 'lite .;o\·.:n.ant\ :an•l :ac•.:cmo:nh 
herein cont..tincd sh.all bind. :and the rictus herc:und.,r sh;,lll inure 10, chc rc•JIC(Ii"e •ucccs.urs .and ~lJia:n~ or Lender ;,n.J tJ.,, .... cr. subj_,,., 1" lhc 
provisoOQ\ or p:ar;,craJlh 19 hCirnr. All CO¥C:Rolllts :enol .aa:a~-.:nu:nl\ or Dnrr .... .:r sh .. ll be joist( :lnd sc:v.:r:al In cacro.:i•lll£ :tny ri::h .. h.:lcund~:: ,,, 
&alan£ any liCIIOm pruvi.J.:J fur hc:acin. Lcradcr m.1)' •• 1:1 alarou::h i" employee •• :11o:n1~ or indcpo:n.Jcna cnrnr.ac1nrs ;,, olulhonlcd hy l.cndo:r.. I loo: 

c.:aptions :and hc.ld•n:s of rhc: poar:aero~Jlh' or lhis lnsarurncnl :~rc aor convcnio:n\'1: only :md ;w: nnr ''' he u•~d ro iniCrJitC:I ur define ahc provl\ooJn~ 
ho:rco( 

::!2. UNIFOKM ~~ INSTIIUMt'NT; t;OVF.IININC I.AW; St:n:NAHIIJJY. This furnt uf~;N~.)(.~~~~~·rtunocnl. ~··nol•an.:• 
unofo•rna 1 owcnocnu lor n .. ru•n .. l u\c ;and no•n·untfnron ~'U'O:n.tlll\ .. uh luniacd "·'''""''n' hy j11ta•doCI"'" •·' cunsritule .a .,nai\Jrm >o:.:unl)' '"'11umcnr 
.. w.:ron:.: 1 ~.11 f\"'~fl)' .no.J r.:lo~t~J riaaurc. o~nd pcr•un.alrrnpcny lho• Jn,Uullo,·na sh .. lll•o: a:o.~vc:rnc•l t>y 1hc l:tw uf 1h.: J"ro"h.:lloJn in ,,J,odo lh.: 
,., .. ,-..:ray 1\ l ....... c.J In,, ... C\elll lh:ol .UI)' l'fU\ •• uan ooflh;, lllllfluhCnll•f a he Nua.: tllnfia.:h '"'"h :tJ'I'"•·•hl.: ...... ~~~ ....... nllao,;l •••.• u .... ,.:.:lo:•• ...... ..:r 
p~o~v"a"'m or ch .. ln<ltuon.:ul (I( ala.: NoJIO: whodl cau b·· j;IV~Il .:11 .. ,1 .......... a lh.: ~ .. nlh.:lin~: rru•·i·iuns. ;and 10 lhh end th.: ... , .... a.lnn• oll ... .. 
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J~w:o.tcd lu 1..: utllee&r.J lnun """'"'cr i\ inrc:rrreh•ol \tl llc;ot :any do.u::•' l''""iJ,·,I i'o•l m tlu. ln•humrntur in th.: Nutt•, "'loctlacr '''"'hlc•rcd 
• 'l>CJ•.ar.l~ly eor tu::::loet wctlo udao.'r clur1:••• 1.:.-a.-ol iu ~uun .. ·ri"n "'irh &hi• ln•utuatenl :mJ lloc N .. t.· • .n..J.u.-. ~u.lol .. w, ;uul ll.•ou•Wo.'f i~ c:nmlc•d ,,, cloe 
• t ... .,,.,-,, o( tcutc '·'""· lu.-h cla.ur.c: ;, ln•r,•J•)' h'oluc,•ollu lhe c•uo:nl ltt'l'o'\\;uy '" chmin•llo.' '""" •·iul.u"'" 'Ill-.: ;um11uoh, if ;ouy. t•rco·iuu•ly J•·•hl 1., 

~.enJ.:r Ill C'ol(C\~ or1he oll&lfhiU" JI:C)'ahiC' tro1 J.C:uolcr JIU("I•IIItlu )lli:b cllollj!C:\ 01> tlldiii.'Cd Sh~JI be :ZJIJilcl.'olloy J.c:noJo:r IU r.:du\0: lloC: JlUIIoiJI,aJ 1\l aJ1.: 

anJ.:l•ee.Jnn,\ cuclcn • .:ol bychc Nut.:. l:r•r lhe rurJiobl' or dc&eraainie~e wloclh.:t any applu;o~hlc l.:aw lin•irint-tlu: arnuunl C'll inll."tl!il c.r Qlho:r c.:J,,.,,.-. 
Jlo.'rmme.J 10 be CIIIII."CieJ lr&Jna llorruwl!r h.:al foc.:n viol:ac.:d, .:all indebccdnc» which is KCurctl loy doi~ ln•lrumcn& "' cvid.:n,.:d toy &he Nl•le .,1,.J 
v.lu.:b cortati&u&c> inrcrL"I, u well as all otl•cr ch.tra:ca Jc.,icd in connec:rilln •ill• sv.:h imh:b1cdneu whio:J, CUII\Iituh: inlcrc:,l, 10hall bo: dccm.:d 111 h: 
~II.,C:alcd :md irrc:ad rwcr&hc UJ&rd 1crm cor ll•c Ne~re. Unlcu ocherwi,e rcquir-:d by :appliC'~I>Ie l.aw, su.-lo o~llt·~-:aciun :.n.J iprc.od•nc sh;dl he clr.:u.:,j 
Ill such a m:auner lh:at the foliC or iniCrCSI compulcd clu:rch)' is uniform &bro)u:llout du: Sl.llcd ICIIII (Jr lhc Noce. 

ll. WAIVf.lt OJ-' STAl'UTE 01-' UMITA'fiONS. llomawcr ~~~by IO'ai•-n Inc ri;lu 111 a\:Cn any mcu:c of limil.ttiAns as a b:ar 10 alae 
cnfo~rccmena o( &he lien or this lnsuumc111 or 10 any anion bwu:l•t 10 cnrotce drc Note or any oth:r ubh&:~•ion secure-d by chis lnsuument. 

:u. \VA I VF.H OJ.' t.1AHSIIAI.LINC:. Nocwithuandia, the: Clistcncc or :tny Colher security inccrC:Sh in &he rrurcuyl.eld hy l~ndc:r or by ~ny other 
p.:1ny, Lender sh:all h""" &he ri:Ju "' dctc:rminc the order in which .:any or all o£ &Ire l'ropc:ny s~ll be su~jc:crcd to d1c rc:mcdu:s provided h.:rcin. 
Lender sh.:all h~ve- &he ri:halo dcrcrminc: rbe order i11 which any or all poninns or the i.~dcbcc.Jncn sc:.:urcd h:rc:by arc ntisficd (r&Jm die Pt••cced' 
r.::atil.cd 11poa rhc: cacr.:Uc or the: remedies provided hc:rci~t. Bonvwc:r, any p.~ny who cunscius 10 chis lnscrumcnt :an.J any p:any .. ho now 01 
hcrcdtc~ .:acquirn a s~auiry intc:rcsa in &he: Propcny and who h:as acauil or conswc:tive notice: bcrcor hereby waives ;ny and :all ri::hc eo r-.-quirc abe 
m:arshalhn: or :tsscu in coanc:clion wich &he: c•crcisc ol any or 1hc: remedies pcrmiucd by :apptiablc t01w or provided herein. 

lS. CONSTRUCTION LOAN PIIOVL~IONS. Borrower a:rus ,., cumply wirh the COYC&Unts :tnd COI\diliocu ol clac O,n"niCii.•n Loao 
A&:rcc:mcnt. if any, which is hc~~:by incorpor:accd by rcfercrscc in aad made: a p~n orchis lnsuumenc. All advances m~~c by Lender purs11ancro the 
C4nsaruc:~ Loan Aerccmcnt shaD be: indc:bcedncss orllonvwer ICCUtL-d bJ this lnscrumcnl, and s11ch ad.,anc:es may be obti::acory as pro"idcd in 
I he ConSINCUOI\ Lo:tn A:rccmc:nl. All sums disbursed by Lender prior co completion or the improvemcn&s &I) prorecl lhc sc.:urif)' or this lnmumc:nr 
up 10 I he: principal a moun& or chc Noce sh.:all be tte:uc:d as disbuncmc:a&s pursuanaro the C4nsrNCCina Loan A:rccmenL All such sums slutl bcar 
inrcreu (rom lhc: date: or disburscmcnr at the race: SlaiCIJ in the NoiC', IINCSS c:oUcctioa (rom Borrower or incercsl II sum r:uc WOIIId be C:Onlf:ll)' 10 
appliablc: l.:aw in which c"cn' such amovrau shaiJ b=r ioccrcscal &he hizhnr r~cc: which ~y be: c:ollccccd from Borrower under appliable law and 
sh:all be: J).lyablc upon noric.c from Lende-r t.o Borrower tcqllcsUft& paymeftrthcrefor. 

From lime 10 Lime :as Lender deems ncccsnl)' 10 pro1m LeAder's incercm. Bonowc:r shall. upon request or Lender. ciCCUIC and dcJi.,cr "' 
Lender, in such form as Leader sbaU din:ca. as•i&nmcnu or any aad all ri:hu or daims which tcbcc 10 lhc consaftlelion olthc Propcny and which 
Bonowc:r may have a:ainn any pany supplyinc or who bs s11pplicd labor, macc:rials or semccs in mnnc:ccion with conurucrion o( the Propcny. In 
asc or brc.:ach by Bonowc:r or the covc~niS and conclilions or chc ConitNclion Loan Acrccmenl, Lender, II Lender's option, wich or wit hour cnuy 
llpon the Propcny, (i) may invoke any or the n:hts or remedies provided in the ConstNCUDn Lo:al\ A&recmenl, (ii) m~y a;cclcrau: the sums 
secured by this Instrument and invoke chose remedies provided ita J).lr:aaraph 27 ltcrcor. or (iii) IIUY do boeh. If, a(cer 1hc: commcnccmcnc or 
amoniu&ion or the: Note. rhe No&c and this J!Wnlmcac arc sold by Lender, fr&Jm aad arccr sudl ~c the: Consuuaion Loan A&rccmctll shall c.::asc 
10 be a pan or this lnsttllmenl and 8o1Nwcr shaD 1101 asscn any riehr or sc:t-olf. munterdaim or other daim or dc:(c:nlc: arisin: our or or in 
conncclion with the C4nsrNCiion Loan Aerec:mcnc aca.iiiSr lhc obti:ar.ions or rhc: Note and &his IIIStNmenc. 

l.S. ASSICNMENT OF RENTSo APPOINTMENT OF RECEIVER: UNDER IN POSSESSION. As pan or abc c:onlidcration Cor 1hc 
indcbtcdnn1 mdcncccl by the Noce, Borrower he-reby ahsotUScly aad uncondicioa:ally assieas and uans(c:rs to Leader all du: rents .:and re"cnues or 
&he: Ptopcny, icadudinechosc now d~. pall due:, 0110 become d11c by vinue- or any lease or other a::rccmcat ror che occup.:anq or usc or all or any 
pan or the Propcny, rc:ardtns o( ro wbom the rents and re~tenuc:s or'chc: Propcny arc payable. Borrower hereby auchoriz..:c Lender or l.cncJc:c's 
a:cnu co collee~chc: arorcuid rents and rc"cnucs and hen:by directs euh cen~nt ofchc Propcny to p.:ay such rcnu 10 Lender or Lender's a::cniS; 
provided, bowc"er, &hal prior I&J wrillc:n IIObCC: d¥Cn by Leader IQ Bonvwcr or Cite breach by Bcrmwc:r or an)' CO"Cnant Or a:rcemenl of BortO~toCr 
in this lnstnament, Bono~r wll collccc and rccc:ivc: all rcau :tnd RYtnucs or the Propeny as tnlncc (or the bcnclit of lender :and llorrowcr, to 
apply chc: rc:nu and rc~tenuc:s so collccaccJ co abc sums secured by this lnmumenc in the order provialc:d in p:ua~:raph l he: reo( wich drc b.:al.:a:.cc, so 
Jon: as no such breach h;,s occurrc~. ro chc: account or lkmowcr, il bcin: inrC"ndcd by Borrower and Lender that chil aui~nment or rena. conltilulcl 
an absolure aui:nmc:nt ancl noa an assicnme-nr for ~dditio&UI sccuricy only. UJII)n dcli.,ery or writiCn nocic:.: by Lender 1o Dorrowcr o( the bre;,c:t, by 
Borrower O( an)' CO\'eMDI or a,rccmcnl o( Borrower in &his lllSUI&mCnl, and without lhc acccuity of l.c:Adc:r cnterin:.uJ)o)n and l~lin: and 
maincainin& full Q)Aitol or lhc: Pro,~ny in penon, by :CIC:AI or hy a CDclrl•olPJ'Ointcd rccc:ivcr. Lcrldcr sh~ll immc:diaecly be c:ntirl.:d 10 pounsion or 
all rc:nu and rC\'CtiUn or the: Propcny a5 spcci6ed in chis p_,ra:raph 26 as the umc: bcmme d11c arad p.:ayablc:, includine hut notlimiecd co rene. rhc~t 
due and unpaid, and all 'uch ~~:nts sh~!l imm~diaccly upon delivery or such notice be held by Bone~wcr .u cna.ccc fur 1hc benefit or l.cndcr only; 
provided, however, cb~c the writecn cocice by Lender 10 Du11owcr of the brc•h by Bonowcr sh.:all cuntain a ~~~rcment th.:lr Le-nder curcilC5 iii 
ri:hu 10 such rents. Borrower acncs WI commcncine upon delivery or SIICh wricacn notice or &nvwcr's bruch by Lender 10 Bonvwc:r, ca.:h 
acnan& or the Proi)Cny shall make IIICh rcau J).lyab~ 10 and pay such rcntsiO Lcrldcr or Lender's a:cnts on Lcndcr'a wrirrcn dcm~ncJ 10 c:.:ach cenilnt 
therefor, delivered "' each cena111 ~fly, by mail or bJ dclivcrinc such demand to each ren1al unil, without any Jiabili1y on rhc Pol" of s.:aid 

• ICno~nl 10 inquire (unhcr as 10 &be ~&iMcncc or a de(aull by Borrou.er. 

2onowcr hereby mvc:nants clut Bonvwcr has 114C e&ce~~ccd aay pricar assianmcnc or nid rc:nu, &hat Bonvwcr h.:as noc performed, and will ncor 
pc:dorm, any .aas or hn noa e-accutcd. and will noc CICCUIC, any iascNmcnt which wa~:ld prc~tenc Lender rrorn c•ercisin' i&s ri'h" under lhii 
pat.aJr.aph 26, and lb.& I ~I the time of c:ac:aUiol\ o( tho JnstNmC:nl&hcrc: t•:l\ t-~;-n no l!nricip~tion or prc,~)'mcnt C'lr ,UI)' of I he: ICCII& O( the rror..:ny 
for more: than cwo months prior ro chc due d:a1cs o( such rc:nu. Uouuw.:r co·.·.:n.:~nu c!l.21 Oouowcr will no1 hcrcozftct collect t~r accept p.l)"n•cr.c ur 
any rcnl' or chc: Propcny more chan cwo r.10n1hs prior co cbc due dacu or su.:h rc:nu. Ronowc:r (unhc:r covenant& rbal n..'nowc:r will cac:cuce .and 
dcli~ter "' Lender SIIC:b (unhcr assi:n=enu or rcniS and tcYCnun or chc Ptopcny as Leader m:ay (rom lime "' cin•c rcqiiC:SL 

Upon Borrower's breach or any co~ten~nl or aerccmcnt or Borrower in ahis Jnmumcnt, Lender m:ty in person, by acc:nc or by a cuun• 
aproincc:d receiver, rc~ardln£ or rhe- ade-quacy or Lender's sccuri:y, enter uron and r.:al:c and morint:~in lull con11ol t1f the Plt'pcny in order 10 
perform all ac:rs neccuary and appropriacc for chc opcr:tcion and mainccnan:c: chcreoC includin~o bu11101 limilcd 111, chc c:•c:c:ution, canccollatiron N 

rnodificacion or le:ISCS, the coiiCCiion or all rcnu :and rc .. e-nues or lbc: rrorcnr. lhe moaLiaJ: or rcp:~iu "' lhc Pr&Jpcny :ancl ch.: C:I.C.:vbi\n "' 
ccrmin:auon or Q)nlfaC'Is providinc (ur rhc: m.:.n:a,cmcnc or m:ainrca:arscc nf &he rropc:ny. :all on such cerm1 :IS arc dc:emccJ he" "'proiCCIIhc: ~c:curity 
olrhis lns&rume~tl. In che c"cnr Lender c:lccll to see-k rlac ap_poiurmen1 or" •c:.:ci"cr rnr the: Propcny upon llorruwcr's br.:ad• or any co"en:lnt or 
a:rc:C'mcnl or &rrower in this ln!INmc:nl. Dorrcn•er h.:rctoy .:'prculy mnsc>nb 10 &be arroincmcnl ol suc;h rc:c.civc:r. Lcnclcr tit lhc: re.:civcr sh.all be 
cncickd ro rcc.c:i"e a rcuon~blc rcc: for so m.ana:inc the rropc:ny. · 

All rc:n1s. and revenues collecacd subacqucm to dcli~<Cry nf wrim:n notice: by Lender ro Uorrowcr Cl( the t.rc.;ch by Unrt•'"'o:r cal any ro".:n;ull or 
aerec:mcnt or Dono•c:rin ellis l~tstNnsrnc sh:tll be applied lin.& 10 a he: emu, ir :II\)', o( t:.line control of :rnd an:~nar.inc rl•.: Prr>J'=IIY :tnd collc:etinc 1he 
rc:nu, indudin::. bul not limited co, auomcy's rcc:s, receiver'~ fees. precnium~ on rcc.c:ivcr's bnnds, coscs nf rcp:ii~ '" the l'tclflo.'tl)l. prccniucn~ on 
inilllolnC.C: f'Oiicin, I.'UCS, .:11\ClSIIICniS :rn.J Olher Ch:lt&:CS On the rro~ny. anJ &he C:O~Ii O( diach:utint. :on)' uhliS: .. Iio)u til ho~loihl)' nf Jk•lloJ\V~f :11 

lcuor or l:~n.Jiur.J or che l'iorcnr .:and then '" she snn•s ..cc:ur.:d by cl.u IMinuncnl. Lender or 1hc rccci"cr slo;"lll l•••"c :tcc;.:n to the bo>u\.:. :~ud 
record\ uacd in rhc opc:r:11ion .:and m:ainccn:anc:.: or the l'mp.:11y and shall toe l•:~blc 10 accounl only IN thnic: rcnh :~Ciu:.Uy rctch-o:d. Lender ~t.:rll ""' 
be li.ablc: eo &no .. cr, anyone cl;,imine 11ndrr or chruueh nuuowcr or an)'<'nc halline an inlo:reu in the rorop.:ny by rca"'n or .:anychin: do11e or I~ fa 
undone by Lcndc>r under this p;a1;.:r.aph 26. 

Jr the: rcnu of abc Propcrcy arc nos J.ullic:ic-nl co mcer cl•e cosl\, if any. co( c:.L.in.: cnnrrol or ;,nd m:an:r::in: 1hc Prorcny o.nd c:ollc.-lin: rhe rc:nb, 
any lunds cas;oo:ndcd toy LC'11dcr rur such puri'IOiC'l sh:.ll b~mc in~cbacJnc:.s of llurr.awcr to Lender ~cetar~cl I•)' !lois ln.uum:-nl rur~u:rnl In 
par.a:uph 8 hereof. llniC'\ Lcn.Jcr and Dorrower a~ec in wriline ICI orh.:r terms of raaynao:nt. suc:a :IIII(JUIIIS shall h-.: r;•yat.lc "I"'" 1111110:0: frun• 
Lender 10 nurrowcr acquruine r:•ymcnllhcrcor '"'" ,,.,,llloc:~r inlcleSI r ...... lhc d .. rc: of di.bur.c:mo:nl :II lhc: r.uo: Sl:n..:.l in '"~ Nvrc: ........ H I'·') oucnl 
o( iiiiC:fC:SI :11 such UIC: "011IJ b( Co•nU;al)' IU oaflphc.alolc: J.ow, In wlaicla cvc:nl uoch :IIR\OUIIIJ i!o:lll hc-Jt in10:10:" :11 doc hi::lac.l f;'IIC tolol.;la IU:I)' IJ.: 

collected lrom Borrower under arJolieo~blc: '""'· 

Any cnrcrine uron ano.l u:..ine an.J mainl .. i:~in: c•f U'nrrol cor the: l'r<rr-:n>· loy Lc:ndc:r or &he rccd··cr ;.ml :~uy :~rrlac;"lli•'" c.r rtnh .'u ,., .. ,ut:·rl 
la:rtin shJII nua tucc or .. ·;uvc :my clcf.n•h hc-c.:un<lo:r or invo~ltd .. cc: :.ny t11hcr n:;hr or rc:n•c.:!y t~r l.ct:<lc-r unJ.:r :.re•h.-.ohle lo~•• r>r pr..,•·ul.-ol lu;rclll 
Thu .:ll\a:nmcnr of renu (J( rl1t l'tu~n)' s~ .. ll•~rman•t.: :11 ""h •~ant "'' lloi\ lnllnamcnl CC.:I\o:~ "' l::0:1110: inJcbh:olnc:\S h.:l.l t.y L.:nJ~r. 
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• ~. bU,O~ U41 t'f.i.t! I~ 0 

. ~ "ayun-\lnifurn; Cn-wen:mls. Jlurwwc:r :uul l.ccHic:r furthc:r c:n;.:n:anl 'nul :•J:rc:c: :ll• fulluw~; 

CONFIDENTIAL 

n .• \C:n:r.f.lt,\'1"10~: Jc F.Mf.illliS. u,._-.,, no;n,..-~,·, lore~' I' c•f ~••Y cc•,..ctt:.~<t fit :-:rccnocar e~r l~rrce~v.-r in lloi" j"''"'"~'"• ind ... tin:. I•:: a ••••: 
liouitc.la.•. rio.: "'" cn~:tho ·-- r~)· wl..:n cl&~.: :Uo:J '"'"' scc:m..-d l.y ahi• ............. n&:.I.CAoiL"t :.t l.~ .. dcr·~ C•(tCi.an '":.1 do:d:orc .:.11 or~~~ 'urns. ""(Uro:J Ly 
I hi\ J:I\IUIIUt"ftl 10 1.,:: irtUoltdi.\tCfy dolO: :111d J•:t)"at.lc ,.-jdo .. llt (ttlllh'f aJ,•uo,Utd, .ar.d 111:0)' in\o"ulL" alu: JIOI\C:f c•f ~to: :lucJ ~~~)' Collo:f ICfRC:tJit~ r-:'llltillo:cJ 

• hy a:-~li:Jt•:c bw C•t rrcwidcd loercin. nnu\J"'"' ~CLIIo,wlcd::t:\ do:Ot do: ,.., ..... ct or s.:olt: lo:rcilo :unr.-.r 111:0)' ''" UC'"i~>C&J l.y Lcnd.:r wicl:c.ut l"ic.r 
judici:oll;~.ofin:. llor:n ... C'r t.:., dtc rir.f•IIU Iorin: .loll ~ctiCin co :ISKit ·=·~ .... :l·tl.i\!CftC.:' or;) bre~ch nr :aoaynclocr cJcrcn\C e~r l!c~r"'wer In :-ccd:r.::tiron 
~nd J)l:. Lcr.d.:r :la:oll L: enai:l.:-d hJ culleca :.11 CoUC\ ;)II;J e~>j'o:n\e\ ita(tttl(d in y.uJUinc saac.la ro:n~i~s. iaachuJin::. a .. ,, nollirnir.:d •~. Allurn::;(s. r.:~s. 
~nd CC\~•• c-!' dn;urucnl.uy c"·iJcnc.:. :~l••lt:.Cis. :-ncJ cido: r.:JIOrls. 

h" J.endcr in~o:.n do~ pnw.:t Clf »ic. lr11d.:r Of 1"ruaiCC: lla)lf s;i...-e loa r ... \CfCI~tr ~copy for :II liOlicc or S.'lfo: in dac: na:uan.:t S'ttSCt~ol t,y :.p;-::c:oM~ 
lao:t, Truu .. c: shall tt\"C Jt:lblic noricc or s!\lc in diC' lfi)Rncr JltCSCriL.:cJ Ly ::r;-tial>lc l;aw ~nd ~aab J.Clllloc J•tc·~·cy in :-cconbnc.: wilh dac b\ols, or 
Vir:inia. "frusc.:c:. "'irhout cl:n•~nd on Jluuowcr, sb.lll s.c:lltt.c J·"'~''1 :11 pu:,!ic :aucainn lo dec lti:l•cst Li4cJC"r.:aa dtc time: :-nd r•bcc aucl und~·r llu: · 
leUnl c!:oi:n:.rcd in lhc IIOliCc or~tc in on.: or more p;uccll and in such order 21. Tru,IO:C: cn:ay d.::&craninc. Tr~lc:C: •·•=•)" JIOSif!Coroc: S!llo: or :all or :any 
p~rcd or lhc rroJieny by public :anaounccmc:nt at dac time: and pl:acc or any previously sc:hcdo~fcd nlc.or t.y ;ad,·.:nilin: in :.ccord:ancc wirr. 
ap:-lic.l:.Oic bw. Lenclcr or Lcnde,.s d~."Si:ncc: In))' futeh)ac dac Pro~nJ at uy ~c. 

"TN\Ccc s~ll dc"ver 10 du: purchalct Tru~ccc•s deed ecnvC)'in: dte rropcny so sotll wich spcci)f warranty or title. T!l: rccir:.ls in Tn~"c~·.r. 
deed shlll be: prim:. (.ac:ic c:vidc:ncc:.oflhc: tnadt orlloc S~lcmencs m:ade thc«in. TtdSICC sb.ill asaply cbc prcc.:cds or.r.c ulc in d:c tollowin: order. 
(a) to :all cosu :and e.llpcnscs or &he ~le. in~lul!in:. bill aoc limited ao. T '"'l«•s r.:rs or _s_~ or &be &toll s:a1c P•icc. attornc,·, lo:cs ;and COila or 
aide evidence: (b) to the discbartc or :all tncs.lcvics and ailasm~ll on the P10pc11y, it' an)". as provided by :apJI!icablc llaw: (c) ao all sums 
secured by this lnunamcnc in 'vch order ;n Lender. in Lender's sole cliscrclion. directs: :and (d) &he euas, if any. 10 the p:rson or pctsons I:: .ally 
cnlidc;laherc:co. includin:. ir any. boldeu orlicnl i~rcrior to this lnsrnamcnt ill order o(alscir priority, provillcd lh:ar Ttusr.:e h:as ;ac&u:al notice or such 
liens. "Tnascc:c: sh:atl N»t be required 10 a.al.c ~u~sion or rhc l'topcny pri:ar 10 chc s:alc &hcrcor or 10 deliver p~cssion cr abc Pros-:ny &o the 
purchaser ac such s:alc. 

28. RELEASE. Upon p:ayment ohll sum' s.."CUrecl by this lnsttumcnt, Lcnclcrsb:all requcstTn.lCCC to rdcasc ahis JnstNmcnt and sh:all surrender 
all ao:cs C\"idcncin: incfcbtcclnc:u secured by this ln~arumenc co TN~r:e. "Trusccc sh:all release thillnsuumcna. IJorrowcr shall p:ay 7ruscce's · 
IC:ISo:)nabl: cosu incurred in rclcasin: this Jnsuumcnt. 

29. SUSSTJTUTE TRUSTEE. lcrulcr m:ay ftom lime to time in Lcn4cr"s d'ucrcaion remove Ttust:c and apJIOinl a sucuuor IAistcc lo :IIJY 
7na£t:c 2ppoin:ccS h:reunc!cr. Without eonvcy;ancc or abc Ptoperay, the successor lruli~C sh:all SU«ctd IO all &he ullc. power and dulics ~nrcucd 
IIJII'n chc Trus1cc herein and by applicable law. • 

30. JOE.,"TJFJCATI0:-1 OF NOTE. The Note is idcaaiAccS by a CC'rtificec on the Note c~:ccuJcd b)' any Nolat)' Public who ccnific, an 
ac~no,.J:d:ment hereto. 

31. FliJUR£ AOVANC£5. UpoD rcqucll or Borrower, Lender: at J.cncl:r"s option solon' ;as alli1 Jn,tnamcnl secures indcLccdnc:ss l•cld by 
I.cndcr, r.t3)' J:~)~c: Fuaurc Adv;.Aca co Dorrowcc. Such F11c.arc .Adv:ancd, "'"ith inrcrcst alacrcoa, slt:all be 'ccurcd loy clais lnsuo~mcllt ,..hen 
cvidcncc:f by promi"o:y 1101n "aain: ah3a said 110IC:S :arc secured hereby. At co &imc shall da~ priacipal amount of &be ir.cfcb;cllnclS ::c11tcd b;, dais 
J:mnamf"nl. r.e>l i:;cludi:t: sums advanud in accord:ancc t.crewilh &0 rrn:C'Ct the s:curi~y orcin• laurumcnl, CII:C~cd dac ari:in;.t amrount or lhc Note 
(US sJ,'*"{iQQ •. O.OO ... .QO ________ ) plu' d~e al!dicion:al sum or us s_none--·-.. ---··-........ _ . . 

• .l!§Q.Q ... ]g:Q& .. §.t;:g!? .. t .... --····-····· .. ·-·--·-···-···-··-.. ·-···· 

and Nanaging Joint Venturer .-A1rB.;?.D.~J.ll.t ... Yz~!gi.n.~f! ... ?:~~Q~.-···-·······················-···· 

t 

YIR!iiHIA: 

In uoc Clrn"s onccc ot lllr CirCuit 

cc .. rc Cnr ar Atrun4ri~ rn.o_s olrcCI 

•U I!CCI•Cd ~o;lllllc IJJrS lr.·pucl5 or 
Sec. 58 54. t 111 lftc ame~:.:nt ol S 
~~~·c oren 1:1114 & •octh tr:e Attncacd 
CCI'IIIICIII ldm>llcd to !!Cord Gn 

t.f,27-7f J{£"7 /?// 

~~~:~ 
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•• ' .\L.I J J <..•:: \' l~c.(.at.:l•\• ••• ~:.~.~ •• ~ ••• ~.: ... ~.~:: .• :.~.::.•.: .. ~:.~:.~ ......... :. " •'·""'•J • ••• . 
• ... • • • A 8 . U'1 1 / /IJ . • • , t . • . . ~ 3 "f·6' . Ollk ,. I':.;, I ... I.J 

J Jat rur~f':i>Jtl!: 111!-lrumcnt W;l~ :u.btC\\"IIcc.l::c:cllo:fc•rc 1nc: du~ •.........•. .:::-•.. Cl:P:)'··Cii./~{U":.\J,~ ••• :J.~.J'l~ •..••.•. - .. ·-······ . v. . "'"7l ~ . . , ...... , . .. ......... . 
..... !?.Lg..Q:-1.~ ......... ~ .. -:.~o~--.. ?:.l:!.:.). .. : .......... .......... _. __ , ........ .l!.rc:si.cl(#nt---·--·----~·L~ 11 • .. . 

~ (J ":~• .... :, .... w,:.:J . . •~·• . ,. ..•. -···-.::-·· 
:J.v.t~~.r .. lo.•.L.'l.C.'\;ltlon.~ .•• lnc. •.••....• ..: ......................... - ......... a ........ :.: ........ __ .11:"1 cy l &meL .......... __ .:..:.::~ •:teo~· 

.... ,.. .•• r ... p.ot.W..) cu ... ) • : ~ : -· ... -q~ 
foflhc:corpo:-.atio::1. ~- .~.::>~·-a-·.·~~ 

. ~ ~7 :ommii.sion Expires: //If~ 2. / "'TF/ • -'-, -·----·- ••#-::-~-..... ..._ .... (f:s: 

· Norary J•uL~.~ • 1 l4 t. •••• ·· ........ :······· 
JNDlVJDUAL ACKNOWL'EDCMENT 

iO~WEAL'TH OF VJRGJNIA .. ~IlX..P~RIA.,-...... J:);t!G'Bj ss: . . 
,. • . · . A'.J/t! day of April, 1979 . 
.. he fore!om: a.nstrument w.:as :acknowlc:dzcd before me chu. ··----·-·-·---... - ...... -!._ ..... 

,. ) ?"'"'l"•· .... -•• - •. 
Samuel Burtoff. .-ac ~.:· •" ••• , ........ .. 

- ~ ...• 't. .. ---.... .::..-:: 
(p-.W.·:cdpJ) !• .::;, ,,an a'-. 

-~-~~~·~ .... j . . ~ • . .ro ':'\ .. 
.,...._ . _...._.._.,. ___ ---· - .. ..·-·:~-· 

Notary PuaVi 
9 

.......... ~ <-. 
. . . ·····~···-~.~ .. --~~ ... 

:om mission Expir~s: h ~ ~ /9? / 

IO~'WEAL'TH 07 VJ;.GJI':IA .. ~p~,_:_~)r ss: 

'The foretoin~ LflStntmcnt was 2cknowJ~~gcd before me this .2.J. ~..!!!Y..J?f.~bm:·J.:t; .. _l~?.~,--··-····-····-·-·-...... ~ ..... 
Leslie P. Gondor and Magclolna I. Condor,. his \-life. . • ' uJ • , • .. 
·-·······-·-----·-------···----······-·-·-·----·----···-·--:·-····-~~~-CP--x"-W;;.,,l) . l'r:,;. ,•' •, · ""· 
·-··-·------·-·---------' • • • • : • .>.. :· t,O!J '-.. 

·--·----·---------··-7·-·.,._::a.~ t:f. • • • 

~:>7~ ~· • ~~:~ .. ~~::-=:. -r:· 
• '"'"· ·c:::.. 
~ . . ~ ____ -J.'! .. ~ ..... ~·.::.. r. __ ,/ 

7·- '• ":0.: ;w,... ••. 
. Nor.ary Pb~ ~c 1 · -.; ,, •••.• ........... ,,, 

TR1.JS1'm 
X>lX!mD~<t~/'~i"'GJ0#\1UD~:i'-W3\2 ACi(NO\YLEDC:Mf-o:N'f ·. 

.· 

at·l:lln: Corp:>ration. on hchnlf af the Cc,rpuratia:1. 

f/J:rmi.!Osio;'l F.>:rirC!s: "bt~--?. /t?tf I: . 
. mor:V~~ · ~~ ~ • to-wjt: · 

-- ;td 
forceoin~ i nsti1.llllent \oo~as ;tcknm-;1 ec.lecd he: fore tre this ..?'.i Clay of 1\pri.l,. ·•1?.!2::: l}y J..a~z ~ 

~ .. •. .. . 
Tauber, Gen~ral Partner and 1-bnagi.ng Joint Venturer of Jefferson 1·1enoria}.':if9~ft~-.Je~t \'. 

, : r. : . . IJ-flf4\ 
c. ,- ,;..?~: • . • . : : 

/ ~~ .. 
Co;rr.U.ssion Expires:~ 2 /9R'j· " 1\'btary P~~ 

, • ~-- J. 9· ........... · tl ~ ••• •• •: •.•• • , ,,\.I .... 
i: TAUBER 22230 ··:· .................. · ,. 
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CERTIFICATE OF SATISFACTION (B) 
City 

'........_Lc.-1/:itiJ -to 

.r aiiu:• ry 12 • I CJ~Il. 

Place of Record: Clerk's OUice of the Circuit Court of the 0ouotx of Alexandria 

Date of Ol!ed of Trust April 23. 1979 

Deed Book __ ___..9c.::4u.l ______ Page _.....c.....t....L...-------- Instrument No. 4154 

Face Amount Secured S ....;;;.1.:..., 4_0.;..0~·:...0_.0_.0..;.'..;.0..;.0 ____________ _ 

Name(s)ofCrantor(s) Laszlo N. Tauber, Trustee. Leslie P. Condor and Hagdolna I. Condor 

and Samuel Burtoff 

Name(s)ofTrust~(s) First Arlington Service Corporation 

BriefDescriptionofProperty One through Six Parcels, City of Alexandria. See attached. 

Maker(s)of Note Laszlo N. Tauber. Trustee, Leslie P. Condor and Hagdolna I. Condor 

and Samuel Burtoff 

DateofNote April 23. 1979 :Face Amount of Note$ _...1~4:.::0:.::0:..a.::O::::O.::.O.:..O~O:.... ___________ _ 

The undersigned, holder of the above-mentioned note(s) secured by the above-mentioned Deed of Trust to 
be produced before the Clerk herewith, do hereby certify-that the same has/have been paid in full. 

By 

COMMONWEALTH OF VIRGINIA, } 

COUNTY/CITY OF __.,_,.fc..a-.:i:;.;r:..;;f;,;;a;;.;x'-------- To·wlt: 

The foregoing instrument was acknowledged by (name and title) ----------------­

Maxine Compton, Assistant Secretary 

0(---~C~o~n~t~i~n~e~n~t~a~l_F~e~d~e~r~a~l~S~a~v~i~n~g~s __ a_n_d_L_o_an_As_s_o_c_i_a_t_i_o_n ________________ _ 

aCorporation,onbehalfoftheCorporationthis :2 7.&.<, dayof~ ...,, -...7}/. , 19 _8_4 __ . 

My commission expires Mv Commission upin!s January 30, 1987j 

,¢ r < I ~ · (\.Y--._;C,. 
Notary Public 

l certify that the note(s) mentioned in the foregoing certificate duly cancelled was/werl.' produced bl.'!or~ 
the Clerk. 

Attest: 

by -------------------D.C. 

VIRGINIA: 
City 

IN THE CLERK'S OFFICE OF THE CIRCUIT COURT OF THE ~~OF Alexandria 

This certificate was presented, and with the Certi!icate annexed, admilled to record on 

--------- at ------ o"clock ----- . __ M. Cle~k·s Fee S ------ has been paid. 

Attest: 

------------------Clerk 

J.APP. 4529 
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en:\'~='' n [f·.!'l n' • ' 11 'I I I• I ., I ·1 
J., _..._. • ·'"-

Beginning at a point in the southwesterly line of ~ing S~rcet 
(approximately 40.8 fe~t from the centerline of said street). 
~aid point being the northerly corner of Parcel 3822-01; th0nce 
with the northwesterly line of said Parcel 3822-01 South 60 11' 
50" Hes t. 271.33 feet to a point in the northerly

0
line of Parcel. 

3821-03; thence with said northerly line North 85 42' 10'' \/est.· 

•I i ::>? /7 rl 

(~ l- I "":) '") 

I 
I . 

J 
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. 0 
104.80 feet; and North 85 08'.10" \.Jest. 12.00 f7et to a point 
in the easterly line of Parcel 3822-04: thence w~th said east­
erly line North 4° 51' 50" East, 192.78 feet to a point; thence 
through Parcel d822-03, a 12 foot right of tlay, and Parcgl 

. 3822-02 South 37 29' 10" East, .188.46 feet; and tlorth 53 36' 
00" East, 2'25.00 feet tC\ a point in the southt-lestcrly li''B of 
King Street: thence \-lith said south~estcrly line South 38 27' 
'•O" East, 63.95 feet to the point of beginning, containing 
27,561 square feet or 0.6327 acres. . 

BORROtffiR, in consideration of the indebtedness herein recited 

and the trust herein created, irrevocably grants and conveys, in fee 

simple, to Trustee, in trust, with power of sale, the following des­

cribed properties located in the City of Alexandria, CommomJealth· of 

Virginia.: 

PARCEL TI·IO: 

Beginning at a point on the southeasterly side of Beaureg~rc 
Street (60 feet -wide), said point being South 68° 32' 40" 

·\-Test, 216.54 feet from the intersection of the southt-1esterly 
line of King Street (Route C7, 80 feet wide), with the south­
ea.st~r1y line of Beauregard Street (60 feet \Jbde): thence 
departing from the point of beginning South 4 51' 50" l-lest. 
358.83 feet to a corner of Net~ort Village (formerly l-7ashino­
ton Forest); thence with a line of Ne\~ort Village North 83° 
35' 00" t.Jest, 233.40 feet to the southeasterly line of 
Beauregard St-reet:: thence running0l~ith t:he new southeasterly 
lin<! of Beauregard Street North 26 19' 48" East. 167.09 to a.· 
point of curvature; thence alC\ng the arc of a curve to the 
right t-1hose radius iS 382.00 feet and l·1hose chord and chord 
bearing are North 46 07' 15" East, 261.05 feet respectively, 
an arc distance of 266.42 feet to the point of beginning. Con­
taining 53,256 square feet or 1.2226 acres.· 

PARCEL THREE: 

Parcel No. 3821-03-01 of the subdivision kno~m and designated a!. 
"Subdivision of the Property of Jefferson Hemorial Hospital. Inc: 
as the said subdivision ~ppears duly dedicated, ·platted and re­
corded in Deed Book 707 at Page 584, among the City of Alcxandri 
Virginia land records. 

PARCEL FOUR: 

Parcel 3821-03-02 of the Subdivision of the Property of Jcffersc 
Memorial Hospital, Inc •• as the same is duly dedicated, platted 
and recorded in Deed Book 707 at Page 584, among the Land Recor~ 
of che City of Alexandria, Virginia. 

PARCEL FIVE: 

Parcel No. 3821-03-0lt of the subdivision knotm and design<Jted a!: 
"Subdivision of the Property of Jefferson l1cmorial Hospit<Jl, Inc 
as the said subdivision appears duly dedicated, platted and rc-

·corded in Deed Book 707 at Page 584, <Jmong the land records of 
· the City of Alexandria, Virginia. 

~(;EL. SIX: ,1~ t:, 
P:-:r~5elbNcl

1c:>·. 3~21-0fJ-013 op£ the: subclivl~;ion 1:no\m Clncl dc~::.:i.c~atC!cl 
a~ u ~v~sl.on o · t tc rop~rty of Jcffc:r.!;on llcmori•:ll J[ .. • . 
I " h "l bd".. . osp:.~..t:a' nc. as t e sal.c !;U l.VJ.s.ton nppear!: duly dcclici.ltc:cl plnt 

1 ~ntl rcc:ordecl in Deed Uool~ /07 ~t rate 5~1•. mnone the: • Cityc t~c 
_J,lc>:~:mdria, Virt,ini;, Land Records. 0 
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JEFFERSON MEMORIAL HOSPITAL CORPORATION 

I. CALL TO ORDER 

ANNUAL STOCKHOLDERS MEETING 
OCTOBER 7, 1981 

AGE~TDA 

II. DETERMINATION OF STOCKHOLDERS PRESENT IN PERSON AND BY PROXY 

III. ANNOUNCEME~~ OF QUORUM 

IV. READING OF THE MINUTES OF THE PREVIOUS STOCKHOLDERS MEETING 

V. PRESIDENT'S REPORT 

VI. 

VII. 

VIII. 

ELECTION OF BOARD OF DIRECTORS 

OTHER BUSINESS 

ADJOURNMENT 

TAUBER 03991 

Trial Exhibit 
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,4ll't\ .·, 

I.. DATE: 

JEFFERSON MEMORIAL HOSPITAL CORPORATION 
ANNUAL STOCKHOLDERS MEETING 

WEDNESDAY, OCTOBER 7, 1981 

October 7, 1981 

II.. TIME & PLACE: 1:00 P.M., Suite 2C 

III.. CALL TO ORDER: 

1. Dr. Peters, Hospital President, called the Stockholder's 
Meeting to order at 1:00 P.M. He welcomed the Stockholders to the 
.Annual Meeting and stated that the agenda would be followed as pre­
sented .• 

2. The President stated that the first order of business would 
be to call the Role of Stockholders present and to verify the proxies 
given to determine if a quorum is present. As of this date, there are 
217,017 shares issued to our Stockholders. The President asked Mr. Carl 
E·. Linton, Hospital Administrator, to call the role of stockholders. 
The following Stockholders and number of shares they represent are listed 
below and prese~t: 

Leslie L. Peters, M.D. 
Tony Butera, D.P.M. 
Magdolna Iranyi, M.D. 
A.A. Coster, D.P.M. 
Michael Davidov, M.D. 
Melvin Small, M.D. 
Nils Antezana, M.D. 
w. Morgan Delaney, M.D. 
Narendra Desai, M.D. 
Reginald P, McManus, M.D. 
Richard F. Sappington, M.D. 
Harold J. Goald, M.D. 
Laszlo N. Tauber, M.D. 

Total 

155 
281 

33604 
3043 
8057 

2 
507 
974 
400 

3953.5 
11099 

1010 
69251 

132336.5 

Shares given in Proxy to Dr. Tauber: 
Total Shares· and Proxies: 

Others Present:non-voting: 
Carl E. Linton, Administrator 
Dallas P. Wright, Assistant Administrator 

57,491 
189,827.5 

The President, Dr. Leslie L. Peters, announced that there was a 
quorum present, there being 189,827.5 shares held by Stockholders 
present and the meeting is hereby offically in session. 
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3. The President called upon the Secretary, Dr. Tauber, for the 
reading of the minutes of the previous Stockholders Meeting. A motion 
was made by Dr. Davidov and seconded by Dr. Iranyi to waive the readinq 
of the minutes. Motion carried unanimously. The President stated that 
since no objections were being raised from the floor, the reading of the 
minutes would be waived as ordered. 

4. Dr. Peters, Hospital President, read and presented each 
Stockholder present, the President's Annual Report, copy attached hereto 
these minutes. Following his report., the Stockholders thanked Dr. Peters 
for his guidance and support as Chairman of the Board and Hospital 
President. 

5. The President stated that the next item for consideration on 
the Agenda was the election of Directors to serve during the forth­
coming year on the Hospital Board. Dr. Peters presented the nominees of 
management as follows: 

Leslie L. Peters, M.D. 
Samuel Burtoff, M.D. 
Laszlo N. Tauber, M.D. 
Richard F. Sappington, M.D. 
Lucio Luccioli, M.D. 
Michael Vlahos, M.D. 
Harold J. Goald, M.D. 
Reginald P. McManus, M.D. 
Leslie P. Gonder, M.D. 
Arthur Coster, D.P.M. 
Michael Davidov, M.D. 
Tony Butera, D.P.M. 
Bruce Burtoff, M.D. 
Magdolna Iranyi, M.D. 

Chairman 

The President then asked if any other Stockholder had a slate 
or wish to nominate any other person to be a Director. There were no 
nominations from the floor and the President declared the nominations 
closed. A motion was made by Dr. Delaney and seconded by Dr. Mc~anus 
that the slate of Directors as presented by Dr. Peters in nomina~ion 
be elected by acclamation. Motion carried unanimously. 

6. Dr. Peters thanked. the Stockholders for his re-election as 
Chairman of the Board and reported that the Board of Directors would 
elect the Officers of the Corporation at their next meeting. 

7. Dr. Peters then called for Item #7 on the Agenda, "Other 
Business", and said that this is the time for any business which Stock­
holders may wish to bring from the floor. Dr. Tauber reported on a 
proposal that he had received from a firm to purchase the hospital. The 
President of the Company also expressed an interest in leasing the hospital 
under a lease/management arrangement ·if the hospital was not for sale. 
Dr. Tauber stated he presented the proposal to the Board at a special 
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meeting on September 23, 1981, and the Board rejected the sale but 
approved Dr. Tauber to negotiate further to see what kind of lease/ 
management arrangement the company proposed. Dr. Tauber stated that 
any actions recommended would be presented to the Stockholders for 
approval. 

8. Ther.e being no further business, the meeting was adjourned 
at 2:00 P.M. 

Respectfully submitted: 

' ~"'- J J {!- . 
-~ ·-- ~~ (;, 

'<'=' 
LASZLO N. TAUBER, M.D. 
Secretary 
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JEffERSON M~~ORt-\L HOSPIT.AL 
•aoo KING STIItEET, ALIXANDIUA, VUtGINIA 22302 

T&L&IIHONE: 70~1/1~31•2800 

MANAGEMENT'S SLATE 

Listed below are the names of Nominees of Management to serve 
as Directors until the next annual meeting of the Stockholders: 

Leslie L. Peters, M.D. 
Samuel Burtoff, M.D. 
Laszlo N. Tauber, M.D. 
Richard F. Sappington, M.D. 

Lucio Luccioli, M.D. 
Michael Vlahos, M.D. 
Harold J. Goald, M.D. 

Reqinald P. McManus, M.D. 

Leslie P. Gonder, M.D. 
Arthus Coster, D.P.M. 
Michael Davidov, M.D. 
Tony Butera, D.P.M. 

Bruce Burtoff, M.D. 
Maqdolna Iranyi, M.D. 

Chairman 
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JEffERSO~ ME1'\0RL\L HOSPIT.-\L 
•eoo KING STIIIEET, ALEXANDIIIIA.. VIIIIGINIA 22302 

TEUPHONE: 703/83 1·2800 

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 

The Annual Meeting of the Stockholders of Jefferson Memorial 

Hospital Corporation will be held at the Registered Office of Business, 

4600 King Street, Alexandria, Virginia on Wednesday, October 7, 1981 

at 12:30 P.M. for the following purposes: 

1. To elect a Board of Directors: 
a. Nominations from Management 
b. Nominations from the Floor 

2. To transact such other business as may 
properly come before the meeting. 

4+- (. tl.J-. rJJ, z~A-~ 
LESLIE L. PETERS, M.D. 
President 

LASZLO N. TAUBER, M.D. 
Secretary 

PROXY STATEMENT 

Alexandria, Virginia 
September 17, 1981 

The attached proxy is furnished in connection with the solicition of 

proxies by Management for use at the Annual Meeting of Stockholders 

to be held on October 7, 1981. You can insure that your shares are 

voted at that meeting by signing and returning the attached proxy 

in the envelope provided. Sending in the signed proxy will not 

affect your right to attend this meeting and vote in person. A 

Stockholder who gives a proxy may revoke it at anytime before it is 

exercised. 
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4100 KING STREET. ALEXANDRIA. VIRGINIA ZZ302 

TELEPHONE: 703/Sf31•Z800 

Sept~ber 24, 1981 

TO: JEFFERSON MEMORIAL HOSPITAL CORPORATION STOCKHOL~ERS 

RE: REVISED MEETING TIME FOR ANNUAL MEETING 

The Annual Meeting of the Jefferson Memorial Hospital Corporation Stock-

holders scheduled for October 7, 1981, will be held at 1:00 P.M. instead 

of 12:30 P.M. 

The.Board of Director's Meeting will immediately follow the Stockholder's 

Meeting. 

LNT:pc 

Respectfully, 

lu e c RtJ.?. n.J. 
LASzlo N. TAUBER, M.D. 
Secretary 
Jefferson Memorial Hospital Corp. 

September 24, 1981 
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Dr. Csutar·i 5()65.5 • '12t; 106 3 

StJm Bialek 5242 .0241548 

Dr. Davidov 8057 .03712t51 
( 

Dr. Q:mdor 33604 . 1548450 

Dr. Nicholson 8f;l7 .0397066 

Dr. Hiller 50 .0002304 

Dr. Y.auffman 259.5 .0011958 
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Dr. Pulizzi 10 .!1000461 

Dr. SpLU1d 333 . 0015344 

Dr. Burtoff 18554 .0854956 

Dr. Freedman 4641 .0213854 ·.· 
Dr. Coster 3043 • 0140219 ·. ~·· .. 
Dr. a:>ttnick 333 .0015344 

Dr. Sappington 11099 .0511435 

Dr. Luccioli 8544 .0393702 

Dr. Peters 155 .0007142 

-~ .. . .•. . ' . .. . 
. . ·• -..-..-=.-:..··· .:•: .. 
c:i: s u"'· ' ~···;.~: . . . . , 

Dr. Q:>a1d _£025 .0093311 

'lbtal 115,474 
. ·~~ . 

Dr. Tauter 69,251 ( 85.12 •.) 

184,725 
....... , 
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JEFfERSON 1'\L'\ORJAL HOSPITAL 
4000 ICINCi STREET. ALIXANCUUA. VIRQINIA 22302 

TELEPHONE: 703/a31·28CO 

PRESIDENT'S REPORT 

TO 
STOCKHOLDERS AT THEIR ANNUAL MEETING 

OCTOBER 7 I 1981 

I am pleased as your President, to report that our Hospital 
continued to reflect excellent growth during the past year. In 
fact, Jefferson Memorial Hospital had its greatest number of patient 

census days since the Hospital was founded 16 years ago. In FY-81 

the Hospital had a total of 39,224 patient days, an occupancy rate of 
a~ost 90%. This was an ~ncrease of 6% over the 1980 occupancy rate 
of 84%. As a matter of fact, Jefferson Memorial Hospital had 
in FY-81 the highest percentage of occupancy of any of the Northern 
Virginia Hospitals. 

The increased inpatient days have been reflected in the workload 
of most of the ancillary departments. For instance, X-ray procedures 
increased 8% over the prior year, Nuclear Medicine procedures were 

up over 15%, Physical Therapy up 23%, EMG's up 21%, EEG's ~p 10% 

and Laboratory procedures for inpatients up over 17%, while Laboratory 
procedures for outpatients were up 52% reflecting the utilization 
of our Hospital Laboratory by Physician's offices in the new building. 

Financial Operations. The Hospital gross revenue for the year 
just ended was $14,053,093, an increase of 24.6% over the prior year 
revenue of $11,281,157. Expenses for the year were $11,675.840, up 
22.5% from the previous year of $9,534,100. However, we charged off 
to bad debts over $100,000 more than our formula of previous years 
would have·provided which lowered our taxable income before taxes to 
$129,464 in the year just ended compared to $219,422 the prior year. 

This provided retained earnings per share of 44¢ compared to 72¢ 

the previous year. 
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PRESIDENT'S REPORT CONTINUED 

PAGE -2-

( HOSPITAL BUILDING AND FACILITIES PROGRAMS: Newly re-
modeled and improved parts of the Hospital include: Central Supply 
Room (CSR), which was moved from its prior 3rd floor location to 

the 2nd floor where all new equipment and shelving has been provided. 

The expanded floor space gives the CSR 948 sq. ft. compared to 406 sq. 
ft. in the old area. Medical Records was moved to new and completely 
renovated space next to CSR on the 2nd floor with 917 sq. ft. compared 
to 546 sq. ft. in the old area. Other projects invloving 2nd floor 
space include expansion and moving of Chemistry, Bacteriology, and 

the Pathology Office. For the first time a dedicated office space 
is provided for the Chief Lab Technologist. Total area gained by 

the Laboratory will be 440 sq. ft. Remodeling and refinishing these 
2nd floor areas has been done for a cost of $45,060. In addition, the 
primary radiology room was renovated at a cost of $6,603 and a new 

$100,000 x-ray unit was installed. Other minor mprovements were 
done to the building at a cost of $35,174.04. Total payments for 
renovations and remodeling of the departments came to $86,838.04 

for the year. 

New medical and medical ~llary equipment purchased by the 
Hospital during the year came to $73,577.96. Total building im­

provements to include renovations, came to $160,416. 
The new Electric Hill Rom Bed Program has continued this 'Fiscal 

Year and 20 new Electric Beds were added. 

Inspections: JCAH Accreditation was conducted during June 1981, 

and the Hospital received a 2-year accreditation, the 5th such approved 
accreditation in a row. In addition, the Hospital was also inspected 
by the State Licensure Agency and had no major violations. Further, 
the Hospital was recertified for participation in the Medicare and 

Medicaid Programs. 

Respectfully submitted, 

LESLIE L. PETERS, M.D. 
President 
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BOARD OF DIRECTOR'S MEETING 
JEFFERSON MEMORIAL HOSPITAL 

December 12, 1979 

AGENDA 

OLD BUSINESS: 

1. Radiology Ad Hoc committee Report 

2. Requested Change in In-Patient E.R. Fees 

3. Approval of Reappointment of Department of 
Surgery Members 

4. Acceptance of Pranissory Note in Lieu of 
Mal-Practice Insurance 

NEW BUSINESS: 

1. Hospital Financial Status 

2. Progress Care Telemetry and 
Holter Monitoring 

3. Report on Cost of New Building 

4. Assumption of Bank Loan by Hospital 

5. Georqetown Lab 

6. Parking Structure 

7. Medical Staff committee Report 

8. Administrator's Report 

or. Sappington 

Mr. Linton 

or. Peters 

Dr. Peters 

Mr. Linton 

Dr. Davidov 

Dr. Tauber 

Dr. Tauber/Dr. 

Dr. Tauber 

Dr. Tauber 

Dr. Davidov 

Mr. Linton 
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JEFFERSON MEMORIAL HOSPITAL 
BOARD OF DIRECTORS MEETING 

DEC~~BER 12, 1979 

1. The meeting was called to order by the Chairman at 6:00 P.M. 

a. The Roll was called and the following Directors were prese~t: 

Leslie L. Peters, M.D. 
Samuel Burtoff, M.D. 
Laszlo N. Tauber, M.D. 
Michael Davidov, M.D. 
A.A. Coster, D.P.M. 
Harold J. Goald, M.D. 
Leslie Gondor, M.D. 
Maqdolna Iranyi, M.D. 
Lucio Luccioli, M.D. 
Reginald P. McManus, M.D. 
Michael Vlahos, M.D. 
Richard F. Sappington, M.D. 
carl E. Linton 

Absent: None 

Chairman 
Vice Chairman 
Secretary 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member • 
Member 
Hospital Administrator 

b. The Chairman announced that 12 Directors are present and that 
is a quroum. 

c. The Chairman introduced guests present: 

Walter L. Scheetz, M.D. 

Mr. David Mermelstein 

Director, Emergency 
Medicine 

Hospital Auditor 

d. The Agenda was read. There being no request to add or change 
any item, the Agenda was approved. 

2. The Secretary read the minutes of the previous meeting. A motion 
was duly made and seconded that the minutes be approved. The motion 
carried unanimously. 

3. OLD BUSINESS: 

a. The Chairman asked the Chairman of the Radiology Ad Hoc Committee 
for the Committee's report. Dr. Sappington reported that the Committee 
continued its.efforts. The committee has met twice to set general 
goals and objectives. Then the Committee met with Dr. Sheely. Then 
as Chairman, I along with the Hospital Administrator, met with Dr. 
cornell and or. Sheely. At these meetings, the Committee set forth 
the improvements we felt should be made in the Radiology Department. 
Dr. Sheely's response has been to promise to come-up with a plan to 
make the improvements we have suggested. However, he is very much 
proned to feel the X-Ray Department should not expand too much. The 
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Board of Director's Meeting -2- oecemoer 12, 1979 

first thing should be economy. In addition, Mr. Linton has met with 
or. Greene of the Alexandria Group. They are interested but do not 
want to compete with Or. Sheely's group. Basically they would orient 
the Jefferson's Radiology Service along the same lines they run the 
Alexandria Hospital Radiology Department. The one thing they did 
mention was that they would want to bill separately for Radiology. 
That is, they would bill for the radiology professional service and 
the Hospital would bill for the x-ray room service. Or. Sappington 
stated that the Committee would continue to work at getting the inform­
ation on what the Medical Staff wanted and what could be made avail­
able to improve the X-Ray and Radiology Service. The Committee thanked 
Dr. Sap?ington for his report. 

b. Dr. Peters, Chairman, asked or. Scheetz to discuss his re­
quest for an increase in fees paid by the Hospital to the E.R. doctors 
for inpatient house coverage. Dr. Scheetz stated that the E.R. doctors 
have provided house physician coverage for inpatients during hours wnen 
the House Doctors are not available. They do this in addition to their 
main job of taking care of E.R. patients. Recently they came to me at 
our monthly meeting and were very upset about the low fees they were 
being paid by the hospital for inpatient coverage. I agreed with them 
that the fees were the same as they were in 1973. So I asked them to 
come U? with the fee increases they felt were needed. They did this and 
I submitted the request to Mr. Linton. I see that you have the proposed 
fees before you so you know what they are asking for. While I do feel 
some of the fees are too high, they could be neqoitated. The Chairman 
thanked Dr. Scheetz for his presentation and asked if any Director had 
any questions and discussion on the proposed increases. In summary, 
it was felt that E.R. doctors are paid to serve the hospital and the 
inpatient fees are hiqh enough. There were several suggestions made 
and a lengthy discussion on a number of alternatives. A motion was 
duly made and seconded that Dr. Peters, Dr. Tauber and Mr. Linton 
look into this matter to determine why the E.R. doctors are so insistent 
on being given an increase for house coverage fees, to see if an alter­
native can be set-up to provide house coveEa,e. Further, to determine 
how much the hospital is payinq for E.R. physician service and why 
that amount is not adequate to pay the doctors. The Committee is to 
determine how much is being paid to the E.R. doctors and how much is 
being paid to the Director for his service. The Committee is to report 
back at the next Board meeting with its recommendations. The motion was 
carried unanimously. 

c. or. Peters reviewed the Executive Committee's recommendations 
for reappointment of the Department of Surgery members. or. oavidov 
added that the Executive Committee determined that 6 members had no 
continuing medical education credit hours and therefore the Executive 
Committee is recommending to the Board that the following physicians 
not be reappointed to the Medical Staff: 

William Gazale, M.D. 
William Glover, M.D. 
Evangelos Kotselas, M.D. 

Bernard Teunis, M.D. 
John Keshishian, M.D. 
Leonard Levine, M.D. 

TAUBER 01509 

J.APP. 4544 



Board of Director's Meeting -3- December 12, l9i3 

Following a lengthy discussion, it was the Board's decision in accord­
ance with the Executive Committee that reaopointment take place for 
all members with the following changes: -

(1) Status change from Active to Courtesy: 
Or. Rida Azer 
Or. Laszlo Csatary 
Or. Jerome Dovberq 
or. Richard Ferris 
Or. Arcadius Hakim 
Or. Bamptom Jackson 
Or. Medhat Kamel 
or. Burton Katzen 
or. Victor Liszka 
or. Hamid R. Quraishi 

(2) Status changes from Active to Consultant: Dr. Chalon 
Rodriquez 

(3) Reduction in surgical privileges as outlined on the 
delineation sheet for Drs. Sam Novak, Theodore Tamariz and Mednat 
Kamel. 

(4) or.· O'Kails privileges were expanded as outlfned on 
Delineation of privileges sheet. 

A motion was duly made and seconded that reappointment take place 
as indicated above. Motion carried unanimously. 

d. Dr. Davidov oresented the Medical Staff Officers for 1980 
as elected by the Medical Staff at their quarterly meeting: 

Dr. Michael oavidov, President 
Dr. Lucio Luccioli, Vice President 
Dr. Young Moon, Secretary 
Dr. Walter L. Scheetz, Treasurer 

A motion was duly made and seconded to approve the Medical Staff officers 
for 1980 as read. Motion carried unanimously. 

e. Dr. Davidov, Chairman of the Executive Committee reported 
that the Executive Committee had recommended that all members of the 
Medical Staff be required to have mal-practice insurance of $100,000 
to $300,000. That no exceptions be permitted as had been previously 
recommended by the Executive Committee for members who preferred to 
furnish acceptable "Promissory Note" in lieu of the mal-practice 
insurance. There was a lengthy discussion of this issue. A motion 
was duly made and seconded that the Hospital President, Medical Staff 
President along with the Hospital Corporation Executive Vice Presideat 
for Medical Affairs study ~~is matter and report back to the next 
meeting at which time the issue will again be considered. {Attachment) 
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Board of Director's Meeting -4- December 12, 1979 

( 4. NEW BUSINESS: 

a. The Chairman asked if it were agreeable to take up items 
3,4,5 and 6 on the Agenda first because Mr. Mermelstein is oresent 
to present these items and he could then be excused. There was no 
objection and Dr. Peters asked Dr. Tauber, Trustee of the Joint 
Venture to begin the discussion with a report on the cost of the new 
building. 

b. Dr. Tauber said the to~al cost of the new building had now 
been totaled up and he would like Mr. Mermelstein to report his 
findings. Mr. Mermelstein reported the total cost for the building 
was $2,700,000. The doctors have paid the $25 per gross square foot 
shell cost, and that resulted in $1,345.00. In addition, a mortgage 
of $1,100,000 was secured which was also used to pay off the old 
mortgage o~ $ on the old building with the remaining S 
being used to pay for the new building. This leaves S which 
must be paid. or. Taueer thanked Mr. Mermelstein and asked if he 
could go in to the 4th item on the agenda "Assumption of Bank Loan by 
Hospital". He was told to proceed. The ~ount unpaid and which as 
Trustee, I still have notes outstanding which are $223,000. The 
doctors have paid for their offices and the only one left owing any 
thing is the Joint Venture. They do not want to assume this amount. 
So I have asked the Hospital to ass~~e this $223,000. There was a 
brief discussion on this item. Both Mr. Linton and Mr. Mermelstein 
pointed out that the Hospital is paying the mortgage which a large 
part has been used to pay for the building and is also paying $11,760 
which was the agreed to cost of the 3rd floor for hospital use. Mr. 
Linton pointed out that he felt it would likely be in conflict with the 
"Virginia Certi:ficate of t~eed" law to assume this $223,000 note regardless 
of what they were for and he would recommend against it. There was 
a lengthy discussion on the issue. A motion was duly made and seconded 
that the Hospital will assume the notes totaling $223,000. The motion 
was carried unanimously. Mr. Mermelstein was excused. 

c. Dr. Tauber reported that work would begin shortly on the 
Georgetown Lab and they expected to move in by the middle of March. 

d. Dr. Tauber said as Trustee of the Joint Venture, he would 
propose to proceed with the building a new parking structure. He has 
a firm that builds a prefab structure. There are approximately 200 
parking spaces on the grounds now. They have given me two proposals. 
Procosal I would be for a 140 car structure at a cost of about $300,000. 
Since we would build the structure on about 40 existing spaces, we would 
wind up with 300 parking spaces. Proposal 2 would have 220 parking spaces 
which would provide a total of about 400 spaces with the existing 
200 spaces. This will cost about $600,000. We need the parking very 
badly. I would propose that the Hospital be allowed to charge its 
visitors for parking thus reducing its cost. The doctors could do 
the same if they choose to do so. We would ask all users for $1.00 
per square foot yearly. The Hospital would thus be assessed around 
$65,000 a year for its fee. The Doctor's offices about $55,000. 
There was a long discussion on the issue. A motion was duly made and 
seconded to have the Hospital to indicate its desire to particpate 
and further to take steps to amend its lease with the Joint Venture. 
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Board of Director's Meeting -5- December 12, 1979 

to such an effect. The motion carried unanimously. 

e. The Chairman asked Mr. Linton if he would inc·lude the 
financial report with the Administrator's Report which he agreed to 
do. The Chairman asked Dr. Davidov to discuss the telemetry and Holter 
Monitoring requirements. Be reported that the Holter Monitoring 
recorders and tape scanners was old and are out of order frequently 
and they need replacement. The cost will amount to about $25,000 
to $35,000. Be proposed getting the same type as he has in his office 
so that if one of the recorders or scanners qoes aut of order, the Hospital 
could use his or vice versa. Be reported the telemetry was needed 
as approved by the Board at the last meeting. We would plan to set-
up twosemi-private rooms near ICU, on the East Nursing Station. This 
progressive unit will be a real back-up to the ICU and is really needed 
for cardiac patients. Mr. Linton stated the rooms or beds equipped 
with telemetry would likely be set at about $200 a day instead of the 
$116 a day, based on 50-75% occupancy they would generate enough income 
above todays room rate to pay for the equipment $22,000 in about 2 
years. Be reported that the Holter Monitor equipment was needed and 
that with any kind of increase in their use which the new doctor's 
building ought to provide, would allow for or should pay for themselves 
in 15 to 18 months. There was a lot of discussion both pro and con. 
A motion was duly made and seconded that the Progressive Care beds be 
designated and the telemetry equipment be leased. The motion was 
carried unanimously. A motion was duly made and seconded that 3 holter 
recorders and 1 tape scanner be leased. The motion was unanimously 
carried. 

f. Dr. Peters asked Dr. Davidov to report on the Medical Staff 
Executive Committee. Dr. Davidov presented the applications and 
recommendation of the Executive Committee for delineation of privileges 
for the following physicians: 

Panos Koutrouvelis, M.D. - Radiology 
Alicia Bercn, M.D. - General Surgm:y 
SUk Kew Kim, M.D. -Anesthesiology 
lt:mald Fcotet, D.P .M. - Podiatry 

Gerald Bell, M.o~ lnternal 
Medicine 
!t::mi.ra Rifaat, M.D. - Pat:ix>logy 

~t::M was then made af each credential file. A mtion was duly made, seccn::led 
and unanimously carried to grant these practitioners clincial privileges 
as delineated on the application form and be appointed to the Pro­
visional Staff. 

g. or. Davidov advised the Board of the Ambulatory Care 
Project by Blue Cross/Blue Shield which will become effective on 
January 1, 1980. It was the recommendation of the Executive Committee 
that no change be made in the method in which Jefferson handles out­
patients. 

h. Dr. Davidov presented amen~~ents and changes to the Bylaws, 
Rules and Regulations. The amendments and changes were thoroughly 
discussed after which time a motion was made, seconded and carried 
that they be adopted. (See Attached). 
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Board of Director's Meeting -6- December 12, 1979 

i. The Chairman asked Mr. Linton to present the Administrator's 
Report. He reported that November was not a good month for operations. 
Occupancy was 76% (average of 91 patients a day), compared to 82% 
in October ~~d 82% FY year to date. Admissions were 385 for November, 
down from 452 in October. However, FY-to-date wer are running about 
300 admissions ahead of FY-1979. We do not have our financial operating 
statment for November, but for October 31st. We had total revenue 
of $963,821 with $3,601,000 for the 4 months of the FY. This is up 
from $500,000 for the same 4 months of last year. Total operating 
expenses were $750J760 as co~pared to $721,312 last month and $2,900,000 
FY year to date. The Operating ecpenses of $2.9 million over the past 
4 months is up about $400,000. The Hospital net income before adjust­
ments and taxes for October is $87,000 with a FY to date of $175,673 
as compared to $166,186 for the s~e period last year. Our Accounts 
Receivables continues to be running extremely high at $2,000,000. This 
is up about $200,000 over the previous month and nearly $500,000 over 
the previous year. Accounts payable are at $785,765 up about $100,000 
from September. I might add that in November we have received some 
payments from Blue Cross for year end settlements and will in December 
receive payments from Medicare and Medicaid which will greatly im-
prove our accounts payable position. The report has been passed out 
to each of you so I will not go into further detail unless you have 
questions. There was a brief discussion of the report and questions 
asked were answered. Mr. Linton said he would also like to advise 
the Directors that he recommends a drastic slow down in expenses, 
especially for leasehold improvements. The rates we charge patients 
are fairly well locked in place by the Virginia Rate Review Commission 
for the rest of this fiscal year (June 30, 1980). We have budgeted 
very tightly and we simply do not have the ability to do a lot of 
things which we would like to do at this time. Let me point out that 
our Capital Expenditures Budget comes primarily from our profit after 
taxes. Even us leasing equipment, there is a limit on how much we 
can spend or obligate the Hospital for in any given year. Your 
decision to pay for certain cost on the new building from profits (not 
to ask or pass this expenses to 3rd party payers) is goinq to put 
a terrific strain on the hospital's ability to have any funds available 
for capital improvements. Therefore, I suggest that every item be 
carefully watched for the rest of this accounting or fiscal 
year. That concludes my report. The Chairman thanked the Administrator 
for his report and asked if there were any further questions. There 
was a lengthy discussion of the problems presented and an agreement 
bv all members that the financial condition be watched much closer as recommended.by the Administrator. (Attachments). 

j. Safety Committee Report: Mr. Linton reported that there was 
no report from th1s Co~ttee: the meeting is to be held later this 
month. 

k. Next, or. Peters asked Mr. Mermelstein to present his topic 
on "Intercretation and Analysis of the Balance Sheet". Following 
Mr. Mermeistein presentation, the Board thanked Mr. Mermelstein for 
his report. 
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L. There being no further business, the meeting was adjourned. 

Respectfully submitted: 
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SPECIAL MEETING 
BOARD OF DIRECTORS 

JEFFERSON MEMORIAL HOSPITAL CORPORATION 

I. A special meeting of the Board of Directors was held at 1:00 P.M. 
Wednesday, September 23, 1981. 

II. The following members were present: 

PRESENT: 

ABSENT: 

Leslie L. Peters, M.D. 
Laszlo N. Tauber, M.D. 
Samuel Burtoff, M.D. 
A.A. Coster, D.P.M. 
Magdolna Iranyi, M.D. 
Reginald McManus, M.D. 
Lucio Luccioli, M.D. 
Michael Vlahos, M.D. 
Tony Butera, D.P.M. 
Richard F. Sappington, M.D. 
Dallas P. Wright 

Harold J. Goald, M.D. 
Leslie Gonder, M.D. 
Michael Davidov, M.D. 

Chairman 
Secretary 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Acting Administrator 

Member 
Member 
Member 

III. OLD BUSINESS: None to come before the meeting 

IV. NEW BUSINESS: 

1. Dr. Tauber reported on a proposal that he had received from 
a firm to purchase the hospital. The President of the company also 
expressed an interest in leasing the hospital under a lease/management 
arrangement if the hospital was not for sale. 

There was a discussion by the various board members, and all 
were in agreement that the hospital should not be sold. However, since 
the details of a lease arrangement had not been formally delineated, 
there were several questions that the board members needed an answer 
to in order to know what action to take. A motion was made, duly 
seconded and passed that the offer to purchase the hospital be re­
jected and that Dr. Tauber be authorized to negotiate further to obtain 
a specific proposal for a lease/management arrangement which could be 
considered by the Board after the details are known. 

2. Next, Dr. Peters stated that the Board is required to present 
a slate for Board of Directors to the Stockholders at their annual 

meeting scheduled for October 7, 1981. A slate was presented by 
management and the following list of nominees was recommended as follows: 

TAUBER 01929 
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Chairman Leslie L. Peters, M.D. 
Samuel Burtoff, M.D. 
Laszlo N. Tauber, M.D. 
Richard F. Sappington, M.D. 
Michael Davidov, M.D. 
Harold J. Goald, M.D. 

Vice Chafrman 
Secretary 
Member 

Lucio Luccioli, M.D. 
Tony Butera, D.P.M. 
Leslie Gondor, M.D. 
Maqdolna Iranyi, M.D. 
A.A. Coster, D.P.M. 
Reginald P. McManus, M.D. 
Michael Vlahos, M.D. 
Bruce Burtoff, M.D. 

Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member 

Following a review of the slate, a motion was made, d~ly seconded 
and carried that the nominees·presented above will be recommended to 
the Stockholders for the coming year. 

3. There being no further business, the meeting was adjourned 
at 2:00 P.M. 

Respectfully submitted: 

' ·-··~ I ~ 0 ., I ~ ... ~· ~ ~~-,.., 
LASZLO N. TAUBER, M.D. 
Secretary 
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BOARD OF DIRECTORS MEETING 

DECEMBER 2, 1981 

I. OL~ BUSINESS: 

1. Emergency Room Physicians - Private Practice 

I!. NEW BUSINESS: 

1. Human Research Committee Legal Support 

2. Housekeeping Service for Medical Office Building Increase 
in Cost ($.92 to $1.00) 

3. Increase in Land Rent 

4. Report on Negotiations for Lease 

5. Rental of Auditorium - Lucille Shandloff, Ph.D. R~~uest 
for Rescession of Decision of Board of Directors 

III. OTHEr:: 

IV. COMMITTEE REPORTS: 

1. Medical Staff Executive Committee Report 
2. Administrator's Report 

V . ADJOURNt-1.ENT: 

TAUBER 01911 
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., __ ./· MINUTES 
JEFFERSON MEMORIAL HOSPITAL 

BOARD OF DIRECTORS 

I. DATE: December 2, 19el 

II. TIME AND PLACE: 6:00P.M. 

III. ATTENDANCE: 

PRESENT: 

Leslie L. Peters, M.D. 
Samuel Burtoff, M.D. 
Laszlo N. Tauber, M.D. 
Michael Vlahos, M.D. 
A.A. Coster, D.P.M. 
Michael Davidov, M.D. 
Richard F. Sappington, M.D. 
Harold J. Goald, M.D. 
Bruce Burtoff, M.D. 
Reginald P. McManus, M.D. 
Tony Butera, D.P.M. 
Maqdolna Iranyi, M.D. 
Lucio Luccioli, M.D. 
Leslie Gondor, M.D. 
Carl E. Linton 

Chairman 
Vice Chairman 
Secretary 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Administrator 

Dallas P. Wriqht Assistant Administrator 

IV. CALL TO ORDER: Dr. Peters announced that there are 14 members 
present which constitutes a quorum and the meeting 
would proceed with its business. 

V. READING OF THE MINUTES: Dr. Peters asked Dr. Tauber t~ rc?~ 
the minutes from the previr.u:; · .:=~~.:i!·. · . 

VI. OLD BUSINESS: 

A motion was made, secondet co:·' ,_~::=-:.-.: "'':"':lv 
carried to waive the readin~ -~:': ~·--:: ··:.-.-. .:.:::;. 

1. EMERGENCY ROOM PHYSICIANS PRIVATE PRACTICE: Dr. Peters stater. 
that the dec1sion of the Board to forbid full time E.R. physicians to 
have a private practice after January 1, 1982 had been put on the agenda 
for reconsideration and that Dr. Alfonso and Dr. Quincoses were invited 
to the meeting for the reconsideration of their case. Dr. Tauber 
stated that he thouqht it was unfair to forbid the physicians to have 
a ?rivate practice because· we put a 90-day termination clause in their 
contracts with the hospital. He said that if we put this restriction 
on their private practice, then we would have a moral obligation to 
give them a long term contract for their own job security. 
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After a discussion of the preference of having a 90-day termination 
clause, a motion was made and duly seconded that the Board's orevious 
action to forbid Emergency Room Physicians to have a private practice 
after January 1, 1982 be recinded. There followed another discussion 
and a request was made that the motion be amended to "Grandfather in" 
the present physicians but make the restriction apply to physicians who 
are employed in the future. Dr. Tauber stated that his objections were 
valid for future physicians also. He said that, of course it is worse 
to change the rules after employing them, but it is still unfair to have 
such a restriction if we ~not qoing to give them long-term job 
security. It was the consensus of opinion that it was more desirable 
to have the 90-day termination clause and the request to amend the 
motion was withdrawn. The motion before the Board was then voted on and 
passed unanimously. 

II. NEW BUSINESS: 

1. Dr. Peters introduced the subject of whether or not the hospital 
should pay for the legal support of the Human Research Committee. He 
asked Mr. Wright to report on the costs involved. Mr. Wright reported 
that the bills from the lawyer member of the committee were submitted 
to the Hospital based on the number of hours that he spent on the 
committee work, and the hospital has been paying them alonq with the 
other hospital attorney's bills. He said that bills received after the 
past 14 or 15 months have exceeded $2,000. A question was raised as 
to whether or not it was necessary for a lawyer to be on the Coi!IInittee. 
Dr. Sappington stated that it was necessary to have both a lawyer and 
minister on the committee, but only the lawyer has been billing for the 
time· and work involved. A motion was made, duly seconded and passed 
that the costs of the lawyer member on the Human Research COmmittee 
be billed to the physicians whose protocols and research are reviewed by 
the Committee. 

2. Dr. Peters introduced the next subject of increasing the contract 
for housekeeping service for the Medical Office building from 92¢ to 
$1.00 per square foot. A discussion followed and most members expressed 
agreement that the increase was reasonable in view of the increase in 
labor and supply costs this past year. Dr. Tauber said he would prefer 
the increase be deferred another month even though the amount was 
reasonable. A motion was made, seconded and passed to defer an increase 
in Housekeeping Services and the issue will be reconsidered at a future 

Board meeting. 
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3. Dr. Peters introduced the subject of increase in land rent and 
asked Mr. Wright to provide the background for this proposed increase. 
Mr. Wright reported thatthe original lease for land underlying the hosP.ital 
building was for $15,600 per year with $975 going to Dr. Burtoff, 59,750 
to Dr. Gonder and $4,875 to the TaUber Foundation for their resoective 
ownership of the parcel involved. There was a provision in the· lease 
that the rent was to be increased after 10 years based on the change 
in the wholesale price index for the 10-year period January 1966 to 
January 1976. This increase would have been effective for the year 1976 
but everyone forgot about the provision until the auditors picked 
it up when auditing the accounts. Based on the formula prescribed in 
the lease, the new rent would have increased to $28,376.40 per year in 
1976. The Hospital has prepared checks for the year 1981 but has not 
made any retroactive payments for the years 1976 through 1980. A 
discussion followed. Dr. Tauber made a motion that in lieu of retroactive 
increased rent, that the hospital be authorized to amend the lease to 
pay a total of $30,000 annual Basic Rent starting January 1, 1982 and 
increase each year by an amount equal to 1% of the Annual Basic Rent 
(that is, $300 per year). The motion was duly seconded and passed 
unanimously. 

4. Dr. Peters asked Dr. Tauber if he would report to the Board on the 
negotiations for lease of the Hospital. Dr. Tauber reported that the 
amount of rental payments had been tentatively agreed upon as a total of 
$1 million per year which included $240,000 per year for land and 
building rent which the hospital now pays. He covered in detail other 
provisions which were being dicussed and negotiated. He reminded the 
Board that he had asked all members to provide their desires and 
recommendations on specific provisions they would like to see in­
corporated into the lease, but so far he had not gotten very much in­
put. The Board members reaffirmed their support in the negotiations 
as reported by Or. Tauber and assured him that he should proceed with 
the negotiations. 

5. Or. Peters presented tothe Board a letter from Lucille G. Shandloff, 
Ph.D., requesting reconsideration of the October 2, 1981 billing of $200 
for use of the Auditorium and cafeteria on September 23 and 30, 1981. 
A discussion followed and the chronology of events were reviewed for 
the Board. Since Dr. Shandloff had been notified of the Board's 
decision to charge for the use of tbe facilities prior to signing up 
individuals for the first session, and she chose to contest the actions 
of the Board and utilized the facilities after having been informed 
that the Board rejected her verbal appeal, the members felt that she 
should be required to pay "the $200 as billed. 
A motion was made, duly seconded and passed that Lucille G. Shandloff, 
Ph.D. be charged for the use of the facilities as billed and that 
her request for recinding the bill be denied. 
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III. OTHER BUSINESS: 

1. Dr. Peters stated that he and Mr. Wright had reviewed the employees 
wages, the payroll expenses and the cost of living increase as measured 
by the U.S. Consumer Price Index for the past year and were recommending 
a raise of 8%. A motion was made, duly seconded and passed that an 
across-the-board raise of 8% be approved for employees effective the 
pay period beginning December 28, 1981. 

IV. COMMITTEE REPORTS: 

1. Medical Staff Executive Committee Report: Or. Oavidov presented 
the following issues for the Board's review and approval: 

A. Dr. Small's Application for Reaopointment: After review of 
all materials and information requested regarding the reapplication of 
Dr. Small, a motion was made, seconded and carried to appoint him to 
provisional staff. 

B. New Acclications: The following applications for aocointment 
to the medical staff were reviewed and determination for each made as 
outlined. 

Harold Facen - Internal Medicine/Pulmonary Medicine: A motion 
was made, seconded and carried to appoint Dr. Facen to the Provisional 
staff. 

Kamlesh Gupta, M.D. - Internal Medicine/Oncology: A motion 
was made, seconded and carried to appoint Dr. Gupta to the Provisional 
staff. 

David Harvan, M.D. - Ophthalmology: A motion was made, seconded 
and carried to appoint Dr. Harvan to the Provisional staff. 

Moon Lee, M.D. - Anesthesiology: A motion was made, seconded 
and carried to appoint Dr. Lee to the Provisional staff. 

Sohini Patel, M.D. - Physical Medicine/Rehabilitation: A motion 
was made, seconded and carried to appoint Dr. Patel to the provisional 
staff. 

Joseph Afram, M.D. - General Surgery: A motion was made, 
seconded and carried to appoint Dr. Afram to the Provisional Staff. 

Teddy Cohen, D.P.M. - Podiatry: A motion was made, seconded 
and carried to appoint Dr. Cohen to the Provisional Staff. 

David I. Tessman, D.P.M. - Podiatry: A motion was made, 
seconded and carried to appoint Dr. Tessman to the Provisional Staff. 
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C. PROMOTION OF PROVISIONAL STAFF: The followina files we~e 
presented as each physician has completed his/her one year of 
provisional staff membership: 

Charles Emich, M.D. - Orthopaedic Surgery - Courtesy Staff 
Janet Hutcheson, M.D. - Radiology - Active Staff 
Ian Shenk, M.D. - Internal Medicine/Gastroenterology - Active Staff 
Richard Robbins, D.P.M.·- Podiatry- Courtesy Staff 
Jorge Modino, M.D. - Orthopaedic Surgery - Courtesy Staff 
Roger Wigton, M.D. - Internal Medicine/Pulmonary Medicine - Courtesy 
Staff 

A motion was made, duly seconded and carried to promote the above 
physicians to their respective staff status as indicated above. 

D. NO PROMOTION TO STAFF STATUS: The following files were 
presented with a Nonreappointment Status for the reasons stated 
below: 

Robert Quinn, M.D. - General Practice- Due to health reasons, 
Dr. Quinn did not wish to be reappointed. 

Jamal Aria, M.D. - A motion was made, seconded and carried 
not to promote Dr. Aria as he had not enough admissions/consults. 

Ek s. Lou, M.D. - A motion was made, seconded and carried 
not to promote Dr. Lou as he had not enough admissions/consults. 

E. ADDITIONAL DELINEATION OF PRIVILEGES: Raymundo Alfonso, 
M.D. - Emergency Medicine. The additional privileges of Dr. Alfonso 
to include Emergency Medicine were reviewed, and a motion was made, 
seconded and carried to approve as requested. 

F. REAPPOINTMENT OF DEPARTMENT OF SURGERY MEMBERS: Dr. 
Davidov submitted the recommendation as submitted by the Chief of 
Surgery for reappointment of members of the Department of Surgery. 
Dr. Davidov read the recommendation in which there will be removal 
from the staff of approximately 40 physicians for failure to utilize 
the Hospital, as well as other physicians being removed for other 
reasons. The Board reviewed the recommendations, a motion was made, 
duly seconded and unanimously carried to approve the recommendations 
as submitted on Attachment. 
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G. Dr. Davidov advised the Board of the 1982 Medical Staff 
Officers elected. They are as follows: 

Dr. Michael Davidov 
Dr. Lucio Luccioli 
Dr. N. Desai 
Dr. R. Ware 

President 
Vice President 
Secretary 
Treasurer 

B. PROPOSED REVISION OF ARTICLE 5 OF THE MEDICAL STAFF BYLAWS: 
Dr. Davidov presented the proposed revision of Article 5 of the Medical 

·staff ByLaws, Rules and Regulations as approved by the Executive Committee 
and Medical Staff. Following a lengthy review of the proposed amendments, 
a motion was made, duly seconded and unanimously carried to approve the 
amendments attached hereto ~hese minutes. 

I. DEPARTMENT OF SURGERY CHIEF'S RECOMMENDATION REGARDING DR. 
NOVAK: Dr. Davidov read a letter from Dr. Tauber who recommended a 
revision in Dr. Samuel Novak's clinical privileges. Dr. Davidov advised 
the Board that the Executive Committee approved the recommendation and 
asked the Board for their approval. Following a discussion concerning 
the recommendation, a motion was made, duly seconded and carried to 
revised Dr. Novak's privileges as recommended on Attachment. 

J. ROTATION OF CHIEF OF OPHTHALMOLOGY SECTION: Dr. Tauber 
made a recommendation to rotate the Chairmanship of the Ophthalmology 
Section of the Department of Surgery. Following a discussion, a motion 
was made, duly seconded and carried that effective January l, 1982, 
the Chairmanship will rotate to another member of the Ophthalmology 
Section. 

2. ADMINISTRATOR'S OPERATION SUMMARY REPORT: Mr. Wright submitted 
the Administrator's Operation Summary Report for the months of 
September, October and November. Following a review of the reports, 
the Board thanked Mr. Wriqht. 

3. SAFETY COMMITTEE REPORT: Mr. Wright submitted the report from 
the Octobef Safety·co~ttee attached hereto these minutes. The 
Board discussed Item II, Section A. The Board agreed that due to 
existing parking problems that overnight parking for Hospital patients 
will not be permitted. 

4. QUALITY ASSURANCE: Mr. Wright presented the Fourth Quarterly Report 
from the Quality Assurance Committee which defined problem areas and 
action taken by the Committee. Several questions were asked concerning 
Problem 2. Mr. Wright informed the Board that he has been advised of 
the recommendation, but since the hospital is considering a_lease 
arrangement, we do not want to add personnel to the payroll. 
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5. There being no further business, the meeting was adjourned at 
7:30 P.M. 

Respectfully submitted: 

/ 4 ~. ~~ 17JJ 
~~ N. TAUBER, M.'D. 
Secretary 
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JEFFERSON COKPOlt.\ T [U~ uF t\ I...E~\~.UtUA 

ANNUAL STOCKHOLDERS ~E!I~C 
A}ID 

BOARD OF DIRECTORS HEETING 

DATE: 

T I~ A~D PUCE: 

ATTENDANCE: 
Stockholders: 

Nils Antezana, M.D. 
Samuel Burtoff, M:D. 
Tony Butera, D~ 
Michael Davidov, M.D. 
Narendra Desai, M.D. 
Magdolna Iranyi, M.D. 
Reginald McManus, M.D. 
Leslie L. Peters, M.D. 
R. F. Sappington, Jr.,M.D. 
Judith Small 
Laszlo N. Tauber, M.D. 

Others present: 
Bruce Burtoff, M.D. 
Roger Scully, Esquire 
Dallas P. Wright 

CALL TO OlDER: 

JAXUARY 12, 1983 

1:00 P.~., StiTE 2-C 
4600 King Street 
Alexandria, Virginia 

Dr. Peters called the meeting to order at 1:00 p.m. He wlcomed the 
stockholders to the annual meeting and stated that the agenda to be followed 
was on the table before everyone. The Secretary determined that from the 
attendance list and proxies on band that 88.8 ?. of hte shares were represented. 
The Secretary verified the number of shares to be voted by each stockholder 
present, in person and by proxy, from the attached list. The proxies held 
by Dr. Tauber are attached hereto. 

V. READING OF 'l'BE MINUTES. 
Dr. Peters called for the reading of the minutes from the last meeting. 

~ motion was ~de, aecouded and passed to waive the reading of the minutes. 

VI. ELEcriCII OF mE BOARD OF DIRECfORS AND OFFICERS OF THE CORPORATION: 
Dr. Patera atated that the next item for consideration on the agenda 

was the electiOD of Directors to serve during the forthcoming year. Dr. Peters 
presented the DODinees of management as follows: 

Leslie L. Peters, M.D. Chairman 
Samuel Burtoff, M.D. 
Laszlo N. Tauber, M.D. 
R. F. Sappington, Jr., M.D. 
Lucio Luccioli, M.D. 
Michael Vlahos, M.D. 

TAUBER 06586 
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Reginald R. McManus, ~.D. 
Leslie P. Gondor, M.D. 
Abraham A. Coster, M.D. 
Michael Davidov, M.D. 
Tony Butera, D~ 
Bruce Burtoff, M.D. 
Magdolna Iranyi, M.D. 

Dr. Peters then asked if any other stockholder had a slate or wished to 
nominate any other person to be a Director. There were no nominations from the floor 
and the Cahirman declared the nomination closed. A motion was made by Or. 
Sappington and seconded by Dr. Samuel Burtoff that the slate of directorsas 
presented by management be elected by acclamation. The motion carried unanimously. 
Dr. Peters thanked the stockholders for his re-election as Chairman and stated 
that there would be a meeting of the Board of Directors immediately following 
this meeting for the purpose of electing officers of the corporation. Dr. Tauber 
requested that the Board meeting be combined with the stockholders meeting, and 
Dr. Peters asked if any one present objected. All present signified their 
approval. Dr. Peters then sai~ that on the table before everyone was a list of 
the officers of the past year. Dr. Tauber made a motion that the same officers 
be nominated to serve another year as follows: 

Leslie L. Peters, M.D. President 
Samuel Burtoff, M.D. Vice President 
Laszlo N. Tauber, M.D. Secretary 
R.F. Sappington, Jr., M.D.Vice President for Medical Affairs 
Lucio Luccioli, M.D. Treasurer 

Dr. Davidov seconded the motion. Motion carried unanimously. 

VII. or&ER BUSINESS: 
1. Dr. Peters stated that the By-laws were in need of technical corrections 

to be ccnsistent with the new status of the hospital under the lease arrangement. 
He said that the basic By-laws had several amendments which were directed at 
specific aspects of the operation of the hospital and were either no longer 
necessary or no longer consistent with the responsibilities of the Corporation 
under the lease arrangement. A motion was made, seconded and passed to amend 
the By-laws as presented in draft form which essentially suspends the previous 
amendment• for the duration of the lease agreement. 

2. Dr. Tauber reviewed for the stockholders and Board of Directors the 
construction activities of the past year and plans for the coming year. He 
reported that tbe Annex o~Beauregard Street bad been completed and be believed 
it to be a profitable addition to the hospital. He stated the first level 
contained tb~e offices for physicians or groups of physicians. One was occupied 
by Dr. Fre• ... a and hia group, another occupied by Doctors Won Ro and Kyung Lee, 
and the otba~by Dr. Desai. The other two levels contained 64 parking spaces. 
In additiom, aeveral other parking spaces were added to the outside parking areas. 
Dr. Tauber explained that the building had been financed by the Joint Venture 
partnership but it was of major interest to the Corporation stockholders as its 
presence strengthens the value of the lease of the hospital by providing needed 
parking facilities and providing space for physicians who are committed to the 
utilization of the hospital. 

3. Dr. Tauber said that he also plans to build an addition over the East­
West nursing wing which would provide enough space to move cardiology, Physical 
Therapy, and some offices from the Medical Office Building so as to free some 
space that could be used to bring in some more physicians who would utilize the 
hospital. He said that the remainder of the building had not been firmly 
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committ~d but it would have the capacity to be con'.'t2rted t:v 50 or 60 b.:ds i.f 
a ce rt i fica te of need could be obtained. He said that he "'as pursuing t•o or 
three other options for use of the hospital or other possible uses if these 
were not possible. Dr. Tauber said that although he had informed the stockholders 
and Board prev6ously, he would appreciate having their continued support of 
continueing the building as originally envisioned at the time of the lease of the 
hospital. A motion was made, seconded and passed to give Dr. Tauber support for 
construction of the addtion over the present nursing wing. Dr. Tauber thanked 
them for their s~pport and said that he believed it was in the best interest of 
the stockholders to complete the project as envisioned in the over-all lease 
arrangements. 

4. Dr. Tauber said that Dr. Kirschner had rented space in the Medical 
Office Building for his group's private radiological practice and was operating 
a CAT scan which was more convenient for the hospital patients than other scans 
in the area and that Dr. Kirschner was interested in also contracting with 
Health Group to runthe radiology service for the hospital. He said that the 
Group was very highly qualified and would commit themselves to maintain the 
latest state-of the-art equipment. He said that the present radiology group 
had sveral months yet to gon the present contract with Health Group, but he 
would like the support of the Board and stockholders for him to recommend to 
Health Groupp that Dr. Kirschner's group take the contract at the expiration 
of the present contract. A motion was made by Dr. Iranyi and seconded by Dr. 
Samuel Burtoff that the Board recommend to Health Group that Dr. Kirchner and 
his Group be selected to take the contractfor running the Radiology Service of 
th Hospital at the expiration of the present contract. The motion passed 
unanimously. It was further recommended that Dr. Caldwell be allowed to continue 
with the new group if he desired to do so. 

5. Dr. Tauber said that there had been some individuals reccommsnding to 
him that the Emergency Room physicians not be allowed to have a private practice. 
There was same discuss on as to the merits or lack of merit of the proposal. 
Dr. Iranyi made a motion that it be recommended to Health Group that the Emergency 
Room physicians not be allowd to accept patients in a private office. Dr. Tauber 
said that he thought that those who now have a private practice should not be 
required to give up tbeir practice since there is no guarantee that the ER position 
will continue indefinitely and it could be a very real hardship c the physician 
if he gave up his private practice and then lost his ER position also. Dr. Iranyi 
then modified the motion to apply only to future ER physicians hired in a full 
time status. Motion was seconded and passed. 

6. There being no further business, the meeting adjourned at 2:30 p.m. 

Respectfully submitted, 

Laszlo N. Tauber, M.D. 
Secretary 

J.APP.4564 



AMENDME~T XI. 

This amendment will be added immediately following Amendment X. 

Amendments I through X are suspended for the duration of the lease 

agreement with Health Group, Inc, dated 11th of February 1982 . In the 

event of termination of the lease agreement, and if Jefferson Corporation 

resumes operation of the Jefferson Memorial Hospital, these amendments 

will be reinstated and become effective immediately upon resumption of 

the operation of the hospital. 

This amendment was adopted at hte Board of Directors Meetins on 

January 12, 1983. 

LASZLO N. TAUBER, M.D. 
~ecretary 
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JEFFERSON CORPORA1IuN OF ALEXA~ORIA 

•ooo KING STREET. AJ.EXANDfUA. VIRGINIA ZZ30Z 

TELEPHON~. 703/831·2100 

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 

The annual meeting of the stockholders of Jefferson Corpor­

ation of Alexandria will be held at the Registered Office of 
Business, 4600 King Street, Alexandria, Virginia on Wednesday, 

January 12, 1983 at 1:00 p.m. for the following purposes: 

1. To elect a Board of Dire:tc:s: 
a. Nominations from Management 
b. Nominations from the floor 

2. To transact such other business as may properly 
come before the meeting. 

LASZLO N. TAUBER, M.D. 
Secretary 

Alexandria, Virginia 
December 17, 1982 

PROXY STATEMENT 

The attached proxy is furnished in connection with the solicition of 

proxies by -...vement for use at the Annual Meeting of Stockholders 
,;!.~. 

to be held ~~uary 12, 1983. You can insure that your shares are 
voted at that meeting by signing and returning the attached proxy 

in the envelope provided. Sending in the signed proxy will not affect 
your right to attend this meeting and vote in person. A Stockholder who 

gives a proxy may revoke it· at anytime before it is exercised. 
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JEFFERSON CORPORAJ10~ OF ALEXA~DRIA 
&000 KING STREET. ~EXANDRIA, YI .. GINIA 12301 

TEL.EPHONi; 103/831-2800 

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 

The annual meeting of the stockholders of Jefferson Corpor­

ation of Alexandria will be held at the Registered Office of 
Business, 4600 King Street, Alexandria, Virginia on Wednesday, 
January 12, 1983 at 1:00 p.m. for the following purposes: 

1. To elect a Board of Directors: 
a. Nominations from Management 
b. Nominations from the floor 

2. To transact such other business as may properly 
come before the meeting. 

LASZLO N. TAUBER, M.D. 
Secretary 

Alexandria, Virginia 
December 17, 1982 

PROXY ST!'.T~lT 

The attached proxy is furnished in connection with the solicition of 

proxies by .... gement for use at the Annual Meeting of Stockholders 
to be held OD January 12, 1983. You can insure that your shares are 
voted at that meeting by signing and returning the attached proxy 
in the envelope provided. Sending in the signed proxy will not affect 
your right to attend this meeting and vote in person. A Stockholder who 
gives a proxy may revoke it at anytime before it is exercised. 
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JEFFERSON CORPORATION OF ALEXANDRIA 

ANNUAL STOCKHOLDERS ~mETING 
January 12, 1983 

AGENDA 

I . CALL TO ORDER 
II. DETERMINATION OF STOCKHOLDERS PRESENT IN PERSON AND BY PROXY 

III. ANNOUNCEMENT OF QUORUM 

IV. READING OF THE MINUTES OF THE PREVIOUS STOCKHOLDERS U-: ~/~ ~ 
v. 

VI. 
ELECTION OF BOARD OF DIRECTORS '-·-..,.y-· -·-·-----.... 
OTHER BUSINESS 

VII. ADJOURNMENT 
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\ BOARD OF DIRECTORS MEETING 

JEFFERSON CORPORATION OF ALEXANDRIA 
January 12, 1983 

t. OLD BUSINESS: 
1. None 

II. NEW BUSINESS: 

AGENDA 

1. Election of aespital Corporation Officers 

III. OTHER BUSINESS: 

IV. ADJOURNMENT: 

Dr. Peters 
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JEFFERSON MEMORIAL HOSPITAL CORPORATION 
SPECIAL STOCKHOLDER'S MEETING 

JANUARY 15, 1982 

AGENDA 

I. CALL ro ORDER 

II. DErERMINAIION OF S'ltXlQI)I.DERS PRESENr 

III. VERIFICATION OF PBOXIES 

IV. BUSINESS: 

1. O:msideration and vote by the Stockholders on a resolution of 
the Board of Directors approving the texms and conditions of 
a Lease Agreei!Elt covering Jefferson Memrial Hospital between 
the oorporation as Lessor and the Health Group of Virginia, Inc. 
as lessee, and ratifying the execution of said Lease Agree:nent 
by the President. 

2. Consideration and vote by the stockholders on a resolution of 
the Board of Directors approving the CIIII!IlCb:Ient of the corporation's 
Certificate of Incorporation so as to change its corporate name 
to Jefferson C'A:>rporation of Alexandria, aild autb::>rizing the 
President to execute all instruients necessary to effect said 
auenduent. 

V. ADJOtmMNr 
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JEFFERSON ME~ORIAL HOSPITAL CORPORATION 
SPECIAL STOCKHOLDER'S ~~ETING 

JANUARY 15, 1982 

AGE~"DA 

I. CALL TO ORDER 

II. DE'I'ERMLWION OF S!OCKHJIDERS PRESENI' 

III. VERIFICATION OF PROXIES 

r:v. · BUSINESS: 

1. Consideration and vote by the Stockholders on a resolution of 
the Eoard of Directors approving the terms and conditions of 

. a Lease Agreemmt covering Jefferson Metrcrial Hospital between 
the oorporation as lessor ani the Health Group of Virginia, Inc. 
as lessee, and ratifying the execution of said Lease Agreermnt 
by the President. 

Consideration and vote by the stockholders on a resolution of 
the Board of Directors approvi..'"lg the ammdrrent of the corporaticn' s 
Cer:ificate of Incorporation so as to change its corporate name 
to Jefferson Corporation of Ala"<andria, ar.d authorizing ~~e 
President to exe~~te all instruments necessary to e:fect said 
~nc::htEnt • 

V. AJJOL'R..\}~ 
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Z.tiNUTES 
SPECIAL MEETING OF THE 

STOCKHOLDERS 
JEFFERSON MEMORIAL HOSPITAL 

I. Date: January 15, 1982 

II. Time and Place: 

III. Attendance: 

a. Present: 

b. 

Leslie L. Peters, M.D. 
Samuel Burtoff, M.D. 
Laszlo N. Tauber, M.D. 
Richard F. Sappington, M.D. 
Tony Butera, D.P.M. 
Lucio Luccioli, M.D. 
Reginald P. McManus, M.D. 
A.A. Coster, D.P.M: 
Harold J. Goald, M.D. 
Walter L. Scheetz, M.D. 
Nils Antezana, M.D. 
Melvin Small, M.D. 
George Ware, M.D. 
Stanley Spund, D.P.M. 
Narendra Desai, M.D. 

Guests Present: 

Bruce Burtoff, M.D. 
Ken Bialek 
J. Thorpe Richards, Esquire 
Malcolm Mitchell, Esquire 

12:30 P.M. 

President 
Vice President 
Secretary 

Dallas Wright, Acting Administrator 

IV. CALL TO ORDER: The special meeting of the Stockholders 
was called to order at 12:30 P.M. on January 15, 1982 in 
the Jefferson Memorial Hospital Board Room, Suite 2C, by 
the Secretary, Dr. Laszlo N. Tauber. The Secretary 
determined from the signed Stockholder attendance list 
and proxies on hand that a quorum was ?resent. The 
Secretary verified the number of shares to be votedby 
each Stockholder present, in person and by proxy, from 
the attached list. The Secretary also noted those 
stockholders and the shares owned by each who had given 
their proxies to John Thorpe Richards. The aforesaid proxies 
held by Mr. Richards are attached hereto. 

TAUBER 03960 
V. BUSINESS DISCUSSED: 

1. Dr. Tauber introduced Mr. Richards who read the first 
Resolution to the stockholders concerning the leasing of the hospital 
by Jefferson Memorial Hospital Corporation to Health Group of Virginia, 
Inc. Following a discussion, a motion was made by Dr. Sappington, 
seconded by Dr. Luccioli to adopt the resolution. Following another 
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MINt1I'ES 
SE'ECIAL S'IOO<HOIDER Is ME:E:I'ING 
JANUARY 15, 1982 
PAGE 00 

discussion, a vote was taken. Mr. Richards voted the proxies assigned 
to him in favor of the resolution. Dr. Scheetz voted "no" and Dr. 
Goald abstained from voting. All other Stockholders present in person 
voted in favor of the resolution. The resolution was therefore adooted 
as read and attached hereto. · 

2. Mr. Richards read the second resolut~ to the Stockholders 
concerning the amendment of the Corporation's Certificate of Incorporation 
so as to change its corporate name to Jefferson Corporation of Alexandria, 
and authorizing the President to execute all instruments necessary to effect 
said amendment. A motion was made by Dr. Sappington and seconded by Dr. 
Small to adopt the resolution. Mr. Richards explained the reason and 
need to change the name. Following a discussion, a vote was taken. 
Mr. Richards voted the proxies assigned to him in favor of the re-
solution. Dr. Scheetz abstained from voting and all other Stockholders 
present in person voted in favor of the resolution. The resolution was 
therefore adopted as read and attached hereto. 

3. The affadavit showing that notice of this meeting was timely 
mailed is attached hereto. 

VI. There being no further business, the meeting was adjourned 
at 1:30 P.M. 

Respectfully submitted: 

(,;.'!'- (. /LJ!_ /'.L 
LASZLO N. TAUBER, M.D. 
Secretary 

TAUBER 03961 
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JEFFERSON MEMORIAL HOSPITAL CORPORATION 
SPECIAL STOCKHOLDER'S MEETING 
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MINUTES 

SPECIAL MEETING OF THE 
BOARD OF DIRECTOR'S MEETING 
JEFFERSON MEMORIAL HOSPITAL 

I. Date: 

II. Time and Place: 

III. Attendance: 

a. Present: 

Leslie L. Peters, M.D. 
Laszlo N. Tauber, M.D. 
Samuel Burtoff, M.D. 
Bruce Burtoff, M.D. 
Richard F. Sappington, M.D. 
Reginald P. McManus, M.D. 
A.A. Coster, D.P.M. 
Tony Butera, D.P.M. 
Lucio Luccioli, M.D. 
Harold J. Goald, M.D. 
Michael Vlahos, M.D. 
J. Thorpe Richards 
Malcolm Mitchell 
Dallas P. Wright 

b. Absent: 

Leslie Gonder, M.D. 
Magdolna Iranyi, M.D. 
Michael Davidov, M.D. 

January 15, 1982 

12:00 Noon 
Suite 2C 

Chairman 
Secretary 
Vice Chairman 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Member 
Attorney 
Attorney 
Assistant Administrator 

Member 
Member 
Member 

IV. CALL TO ORDER: Dr. Peters announced that there are 11 members 
present which constitutes a quorum and the 
meeting would proceed with business. 

V. BUSINESS DISCUSSED: 

1. Dr. Peters introduced Mr. Mitchell and requested Mr. Mitchell 
to read the attached Resolution to the Board concerning the leasing 
of Jefferson Memorial Hospital to the Health Group of Virginia, Inc. 
Following a discussion, a motion was made, duly seconded and carried 
to adopt the Resolution. 

2. Waivers of Notice of this meeting signed by all members of the 
Board are attached hereto. 

3. There being no further business, the meeting was adjourned at 
12:20 P.M. 

Respectfully submitted: 
/ . .~ 

~-Jl..s.~ ~ IG__t_.._ ~~·~ 

LASZLO N. TAUBER, M.D. 
Secretary 

TAUBER 01887 
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RESOLUTION OF THE BOARD OF DIRECTORS 
OF JEFFERSON MEMORIAL HOSPITAL CORPORA:ION 

RESOLVED that the leasing of Jefferson Memorial Hospital to 

the Health Group of Virginia, Inc. for a term of ten years for an 

annual rental of not less than $635,000.00 for years one-two, 

$760,000.00 for years three-five, and for the years six-ten: the 

greater of (i) $1,000,000.00 per year or (ii) $760,000.00 per 

year plus an amount equal to $760,000.00 multiplied by one-half 

of the CPI increase from January, 1982 to December, 1986 plus 

whatever additional rent the Board considers best for the corpo­

ration is deemed expedient and for the best interests of the 

corporation and, accordingly, be and the same hereby is approved; 

that the Board of Directors recommends the Stockholders approve 

the leasing of the Hospital and that the lease be approved with 

such definitive terms and conditions as the Board of Directors 

may later determine are in the best interests of the corporation. 

TAUBER 01888 

J.APP.4577 



RESOLUTION OF THE BOARD OF DIRECTORS 
OF JEFFERSON MEMORIAL HOSPITAL CORPORATIO~ 

RESOLVED that the leasing of Jefferson Memorial Hospital to 

the Health Group of Virginia, Inc. for a term of tP.n years for an 

annual rental of not less than $635,000.00 for years one-two, 

$760,000.00 for years three-five, and for the years six-ten: the 

greater of (i) $1,000,000.00 per year or (ii) $i60,000.00 per 

year plus a."l amount equal to $760,000.00 multiplied by one-half 

of the CPI increase from January, 1982 to December, 1986 plus 

whatever additional rent the Board considers best for the corpo-

ration is deemed expedient and for the best interests of the 

corporation and, accordingly, be and the same hereby is a?proved: 

that the Board of Directors recommends the Stockholders approve 

the leasing of the Hospital and that the lease be approved with 

such de!initive terms and conditions as the Board of Directors 

may later deternline are in the best interests of the corporation. 
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JEFFERSON MEMORIAL HOSPITAL CORPORATION 
BOARD OF DIRECTOR'S MEETING 

JANUARY 15, 1982 

ATTENDANCE LIST 

(Please sign in) 
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I. 

II. 

III. 

MINUTES 
JEFFERSON MEMORIAL HOSPITAL CORPORATION 

SPECIAL MEETING 
STOCKHOLDERS AND BOARD OF DIRECTORS 

DATE: 

TLlo£ AND PlACE: 

ATTENDANCE: 

FEBRUARY 8, 1982 

12:30 P.M. 
4600 King Street, Suite 2-C 
Alexandria, Virginia 

Leslie L. Peters, M.D. Chairman/President 
Samuel Burtoff, M.D. 
Laszlo N. Tauber, M.D. 
Tony C. Butera, DPM 
Michael Davidov, M.D. 
Magdolna Iranyi, M.D. 
Lucio Luccioli, M.D. 
Reginald McManus, M.D. 
R.F. Sappington,Jr., M.D. 
Nils Antezana, M.D. 
Michael Corrado, M.D. 
Narendra Desai, M.D. 
M. Roy Nicholson, M.D. 
Walter Scheetz, M.D. 
Judith Sma 11 
K. Bialek 
Dallas P. Wright, Acting Administrator 

IV. CALL TO ORDER: The special meeting of the Stockholders and Board of 
Directors was called to order at 12:30 p.m., February 8, 1982, in the Boardroom 
Suite 2-C, 4600 King Street, Alexandria, Virginia, by the Chairman/President 
Leslie L. Peters. The Secretary, Dr. Tauber, determined from the attendance 
list that 85.4 % of the shares were represented by those present and that a 
quorum of the stockholders was present. Dr. Peters announced that nine members 
of the Board of Directors were present which constitutes a qu~rum for conducting 
business by the Board. 

V. READING OF THE MINUTES: Dr. Peters called for the reading of the 
b minutes of the last meeting. A motion was made, seconded and passed that the 

reading of the minutes be waived. 

VI. BUSINESS DISCUSSED: Dr. Peters requested Dr. Tauber to report on the 
negotiations underway for leasing the hospital. Dr. Tauber reported that the 
negotiations were proceeding wtth Health•Group, Inc., of Nashville, Tennessee 
and that there was general agreement on the major provisions of the lease and 
that the attorneys on both sides were putting it together in legal terma so that 
we can go over it point by point and paragraph before submmtting it to the 
Board of Directors and Stockholders for final approval. Dr. Tauber then reviewed 
the major provisions of the lease and answered several questions from attendees 
who had missed previous meetings or who had specific questions about hte 
arrangements. Dr. Tauber explained that the Corporation would have certain 
continueing responsibilities such as the monitoring if the activities for 
compliance with the provisions of the lease, maintaining the official records 

TAUBER 01878 
~, 'l>W_) 

J.APP. 4580 



and paying interest on the bonds. He stated that Dallas Wright had agreed 
to continue to serve as Acting Administrator during the transition and then 
resign from the hospital and work part time for the corporation. Dr. Peters 
will continue to oversee the activities as President of the Corporation. 
Dr. Tauber explained that there were over half a million dollars in long term 
bonds outstanding which pay 8% interest and require regular payments into a 
sinking fund to pay of the bonds at maturity. Dr. Tauber said that he estimated 
that these continueing functions together with auditing services~ etc., would 
require approximately $100,000.00 in expenses each year which would be provided 
from the on-going lease payments from Health, Groul, Inc. A motion was made, 
duly seconded and passed to approve continuation of the negotiations and to 
give Dr. Tauber and Dr. Peters authority to finalize all the details of agreement 
with Health Group, Inc., and the JMH Joint Venture for submitting to the 
stockholders for final approval. 

Dr. Tauber provided attendees additional information on the plans for the 
proposed new building which he said would be a combination medical office building 
and parking structure. At least onefloor would be physicians' offices. He said 
that Dr. Freedman and Associates would lease approximately 5,000 square feet of 
the bualding leaves approximately 4,000 square feet for other medical offices 
and that he (Dr. Tauber) will search for others to bring in. 

Dr. Tauber explained that tbe Corporation's lease of the land and buildings 
from the JMH Joint Venture would be assumed by Health Group and he envisioned 
an amendment to the lease wherein the Joint Venture would waive it's right to cancel 
the lease for the duration of the lease with Health Group and additionally would 
include and obligation for the Joint Venture to build the new building which was 
planned and also to build an additional floor overthe nursing wing if a permit 
can be obtained. He further said said that the Joint Venture would obligate 
itself to pay off the mortgage on the land and buildings of more than &!,250,000 
when it balloons in January 1984 for which the Corporation bad pledged additional 
collateral. He said that for simplicity, each member of the Joint Venture would 
be assessed $1~,500 for each one percent ownership in order to pay off the mortgage. 
For those who will pay now, he would put the money into a Certificate of Deposit 
paying around fourteen or fifteen percent interest so that $925,000 now into the 
CD would be almost enough to pay o~ the mortgage at maturity. Dr. Tauber proposed 
that stockholders who want to either join in the financing of the new building 
or to pay into a CD for paying off their share of the mortgage be authorized to 
have shares of stock in the Corporation redeemed at $7.00 per share. Dr. Tauber 
said that he was also considering some methods of prepaying the sinking fund for 
bonds that were outstanding to provide some assurance of paying off the bonds at 
maturity. One method Dr. Tauber said that he was considering was also putting 
money into aCD in an arrangement where the CD's would mature coinciding with the 
maturity date of the bonds. However, this was only one of several ways to provide 
for this and it was only tentative, and he would like some flexibility at this time 
in order to vork out an arrangement to the best interests of the stockholders. 
Dr. Tauber asked if there was enough interest by the stockholders to proceed in the 
plan to offer redemption of stock. Several said definitely yes; some said probably 
yes.· Dr. Scheetz said that he was undecided. A motion was made by Dr. Burtoff 
that the Corporation be authorized to redeem stock at $7.00 per share upon request 
with the priorities as follows: first priority to tbose shareholders who are not 
members of the Joint Venture and who want to participate in the Venture. Second 
priority those with less than 5% interest in the Venture and want to participate. 
Third, those who have between 5 and 10 percent interest and want to participate. 
Foutbb, all others. The motion was seconded by Dr. Sappington. A discussion 
followed. aA question was raised as to those who would put money into a CD for 
paying of the mortgage. It was explained that they would be in the fourth priority 
"all others". After further discussion, the President/Chairman called for a vote· 
Dr. Scheetz abstained. All others voted yes. Dr. Peters declared the motion passed. 

TAUBER 01879 
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Dr. Tauber discussed a possible recapitalization of the Corporation where there 
would be both voting and non-voting stock. He said that if it became desirable 
to sell some non-voting stock that he would present it to the Board of Directors 
at the appropriate time and it would then be presented to the stockholders for 
approval. This was not resolved and was left for future consideration. 

VII. There being no further business, the meeting adjourned at 2:45 P.M. 

Respectfully submitted, 

Laszlo N. Tauber, M.D. 
Secretary 
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January 27, 1982 

MEMORANDtn-1: 

TO: 

RE: 

BOARD OF DIRECTORS AND STOCKHOLDERS OF .JEFFr;RSQN MEM)RIAL IDS?:-~ 

SPECIAL MEETING OF BOARD OF DIRECTORS AND STOCKHOLDERS 

This is to advise you that a Special Meeting of the Board of Directors 

and Jefferson Memorial Hospital Corporation Stockholders will be held 

on Monday, February 8, 1982 at 12:30 P.M., in Suite 2C. All Board trenbers 

and Stockholders are requested to attend this in;x>rt:ant meting. 

The Agenda for the meeting is: 

1. Sale versus Lease of Jefferson Memorial 
Hospital Corporation. 

Any Board member or Stockholder may request advance infol.'I'lation on the issue 

by contacting. Mr. "lright, Actil'lg Administrator. 

LNT:pc 

Thank You, 

~~ '-~,1/.; 
LASZLO N. TAUBER, M.D. 
Secretary 
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TO: BOARD OF DIRECTORS 

RE: ADMINISTRATOR'S OPERATION SU~~RY REPORT FOR 
PERIOD ENDING December 1981 

DESCRIPTION 

I. PATIENT C»SUS Dt\'l:A: 

A. Percent Occupancy 

B. Averaqe Daily Census 

c. Nurrber of Mnissions 

D. Averaqe Ienqth of Stay 

II. REVmtJE AND EXPENS&S: 

A. Total Patient ChargeS 

B. Deductions fran pt. Charges 

C. Net Patient Charges 

o. Total Hospital q;:erat. Expenses 

E. Net Incate Before Adjustments 

III. REX:EIVABLES, PAYABLES I COI.LEX:TIBLES: 

A. Total pt. Acets. Receivable 

B. Discharged Pt. Accts. P.eceivable 

C. Aonmts Payable 

0. Cash COllections 

E. last 60 Day Average Collections 

'N. CASH 1tCCCXJNI'S Ctl DEPOSIT 

A. cash i.n CbackincJ Account 

B. Cash on Deposit-leser'Ve 

c. cash on Deposit, Bo."'ld Redstpt. 

DEC 
78.2% 

94 

410 

7.5 

1,158,286 

85,351 

~.072,935 

~,071,076 

1,859 

2,415,931 

1,967,531 

717,588 

1,108,565 

37,276 

21,534 

--
138,819 

PRIOR 

MJNI'H 
NOV 

88.0% 

106 

453 

7.2 

1,219,786 

196,874 

1,022,912 

1,019,877 

3,035 

2,464,913 

1,959,451 

614,451 

1,128,048 

39,614 

(135,301) 

--
135,494 

PRIOR 
Iii 'ID DATE FY 'ID OAT: .. 

1981 1980 
91.4% 85.27. 

110 102 

2733 2487 

7.4 7.5 

7,992,871 6,876,354 

1,203,837 1,117,248 

6,789,034 5,759,106 

6,446,660 5,480,781 

342,374 278,325 

-- 2,416,633 

-- 1,977,850 

-- 637,602 

6,755,106 977,529 

-- 33,716 

-- (124,479) 

-- - ----
--- 87,515 
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