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) 

CIRCUIT COURT OF THE CITY OF ALEXANDRIA 

) 
COMNiONWEALTH OF VIRGINIA, ex rel. ) 
JAlvfES S. GILMORE, ) 
ATTORNEY GENERAL OF THE ) 
COfviMONWEALTH OF VIRGINIA, ) 

) CHANCERY NO. CH961241 
Complainants, ) 

) 
v. ) 

) 
LASZLO N. TAUBER, et al. ) 

) 
Respondents. ) 

ACCOUNTING OF THE ASSETS OF 
JEFFERSON MEMORIAL HOSPITAL, INC. 

INTRODUCTION 

Cobb & Associates, Ltd., a professional corporation, has been retained to prepare an 

accounting of the assets of Jefferson Memorial Hospital Inc. (JMHI) based on holding of the 

assets of JMHI "in trust for the public" in "accord with the charitable purposes to which they 

should have been devoted." Arthur H. Cobb has primary responsibility for this engagement. 
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PURPOSE AND CONTENT 

The Court entered a declaratory judgment that the assets of JMHI remain in the hands of 

Respondents as trustees and ordered Respondents to submit "a full and complete accounting of 

all assets and liabilities" of .JMHI. 

The Court found that "the assets remained in .JMHI until its dissolution," which occurred 

on or about April 18, 1973 ("The charter revocation terminated .JMHI' s corporate existence and 

powers, and it could no longer function as a corporation") and "(a)t the time of dissolution, these 

assets passed into and remain in the hands of Respondents as trustees." Therefore, we have 

prepared an accounting of the assets of .JMHI through April 18, 1973. 

We have prepared alternative accountings based on assumptions regarding operations, 

assets, and dates of liquidation of operations. The alternative dates are July 1, 1975, March 31, 

1982, December 3 J, 1992, and October 1, 2005, which represent the dates of significant changes 

in operations or asset base. The alternative accountings are_ to provide the Court with additional 

information. 

ACCOUNTING 

Hospital Operations Through April IS, 1973 - $0 ($0 as of September 30, 1999) 

We have prepared an accounting of the assets of .JMHI, based on JMHI operating a 120-

bed general-acute hospital, Jefferson Memorial Hospital, through June 30, 1973 (the date closest 

to the April 18, 1973 dissolution of .JMHI, for which fmancial statements have been available) 

and on JMHI "no longer function(ing) as a corporation" and, therefore, "to wind up or liquidate 

the business" as of approximately April 18, 1973. 
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As of approximately April 18, 1973 (June 30, 1973) Hospital Operations are estimated to 

result in total liabilities of approximately $1,719,290, total assets of approximately $1,661,785 

and total shareholders' deficit of approximately ($57 ,505). Liquidation of the business would be 

expected to have resulted in realization of cash in amounts less than reflected in the balance sheet 

asset accounts. Liquidation of the business as of April 18, 1973 is estimated to result in no net 

proceeds. 

Hospital Operations through, ~d liquidation of the business as of, April 18, 1973 follows 

the Courts' findings and reflects the business and financing of Hospital Operations. (Medical . 

staff physicians, including physicians who comprised the Board of Directors of JMHI and senior 

management of the Hospital, focused primarily on their individual practices and did not maintain 

pace with the rapidly changing and increasingly sophisticated hospital industry. Jefferson 

Memorial Hospital competed with general-acute care hospitals located in the City of Alexandria, 

Arlington County and Fairfax County, including hospitals which were larger and which provided 

a broader range of services. Hospital Operations were undercapitalized and did not make all 

payments on certain Lease Agreements or on Bonds Payable. Further, Hospital Operations were 

supported by a cash infusion of$221,260 during the year ended June 30, 1973.) 
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() ALTERNATIVE ACCOUNTINGS 

To· .provide additional info~ation, we have prepared alternative accountings based on 

alternative assumptions regarding operations, assets, and date of liquidation of operations. 

Hospital Operations Through July 1, 1975-$0 ($0 as of September 30, 1999) 

We have prepare4 an accounting of assets of JMHI, based on continuation of Hospital 

Operations (effectively iln~~ent of the net assets of JMm as of April 18, 1973 in Hospital 

Operations)".·through' July 11; ·.1975 'and on no longer participating in Hospital Operations and, 
' ' ' ' I ' I ~ ' 

',,,:· 
.. · ,: 

therefore, ~'to wind up ·or.liqilidate:the business'~ as of approximately July 1, 1975 . 
. · .. 

As of approximately_,July 1, 1975(June 30, 1975) Hospital Operations are estimated to 

result in total assets ofappr~ximately $1,954,985, total liabilities of approximately $1,926,414, .' 

and total shareholders' equity of$28,571. Liquidation of the business would be expected to have 

resulted in realization of cash in amounts less than reflected in the balance sheet asset accounts. 

Liquidation of the business as of July 1, 1975 is estimated to result in no net proceeds. 

Hospital Operations Through March 31, 1982-$1,254,000 ($8,571,000 as of September 30, 1999) 

We have prepared an accounting of the assets of JMHI for the period from June 30, 1971 

through March 31, 1982 (including periods after April 18, 1973). This accounting is based on 

continuation of Hospital Operations (effectively investment of the net assets of JMHI as of April 

18, 1973 in Hospital Operations) through March 31, 1982, when Hospital Operations were 

relinquished to Health Group of Virginia and on JMHI no longer participating in Hospital 

Operations and, therefore, "to wind up or liquidate the business" as of approximately March 31, 

1982 and investing net assets from April 1, 1982 through September 30, 1999. 
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As of March 31, 1982 (June 30, 1982), Hospital Operations are estimated to result in total 

assets of approximately $2,982,215, total liabilities of approximately $1,727,531 and total 

shareholders' equity of approximately $1,254,684. Liquidation of the business of .TMHI as of 

March 31, 1982 would be expected to have resulted in realization of cash in amounts less than 

reflected in the balance sheet accounts. Liquidation of the business of .T1v1HI as of March 31, 

1982 is estimated to result in net proceeds of approximately $1,254,000. 

Investment of $1,254,000 from April!, 1982 through September 30, 1999 at an average 

annual rate of return of 13.35 percent results in assets with a pretax value of approximately 

$1-1,142,000, investment gains would be subject to taxes. The balance as of September 30, 1999 

is estimated to be $8,571,000. 

The balance as of September 30, 1999, based on an annual rate of 9.0 percent, is 

estimated to be $4,493,000. 

Hospital Lease Through December 31, 1992-$5,462,000 ($9,859,000 or $9,253,000 
as of September 30, 1999) 

We have prepared an accounting of the assets of JMHI for periods after March 31, 1982 

based on .T1v1HI participating in leasing or sub-leasing certain land, building and related 

equipment, furniture and fJ.Xtures to Health Group of Virginia, Inc. and to Fairfax Hospital 

Association.· 

As of December 31, 1992, Hospital Operations and Hospital Leasing are estimated to 

result in total assets of approximately $5,476,463, total liabilities of approximately $14,652 and 

total shareholders' equity of approximately $5,461,811. Liquidation of the business of JMHI as 

of December 31, 1992 is estimated to result in net proceeds of approximately $5,462,000. 
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Investment of $5,462,000 from January 1, 1993 through September 30, 1999 at an 

average annual rate of return of 13.35 percent results in assets with a pretax value of 

approximately $11,330,520, investment gain would be subject to taxes. ·The balance as of 

September 30, 1999 is estimated to be $9,859,000. 

The balance as of September 30, 1999, based on an average annual rate of9.0 percent, is 

estimated to be $5,3 70,000. 

Alternatively, we have prepared an accounting of the assets of JMHI for periods after 

March 31, 1982 based on JMHI receiving net proceeds of $100,000 to buy out interests in the 

1966 Hospital Lease and 1968 Hospital Lease. 

Liquidation of the business of JMHI as of March 31, 1982 plus $100,000 is estimated to 

result in net proceeds of approximately $1,354,000. Investment of $1,354,000 from April 1, 

1982 through September 30, 1999 at an average annual rate of 13.35 percent results in assets 

with a pretax value of approximately $12,031,000, investment gain would be subject to taxes. 

The balance as of September 30, 1999 is estimated to be $9,255,000. 

The balance as of September 30, 1999, based on an average annual rate of9.0 percent, is 

estimated to be $4,850,000. 
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Hospital Settlement Through September 30, 2005-$21,944,5 11 (::J ($10,347,000 as of September 30, 1999) 

We have prepared an accounting of the assets of JMHI for periods after December 31, 

1992 based on JMHI participating in payment tmder the lnova Letter Agreement and the 

Settlement Agreement between !nova and JMHN. 

As of September 30, 2005, Hospital Operations, Hospital Leasing and Hospital 

Settlement are estimated to result in total ~sets of approximately $28,813,786, total liabilities of 

approximately $6,869,276, and total shareholders' equity of approximately $21,944,511. (The 

total assets and total shareholders' equity balances do not include an amount related to the 

payment due on October 1, 2005.) Liquidation of the business of Th1HI as of September 30, 

2005 is estimated to result in net proceeds of approximately $21,944,511. 

The balance as of September 30, 2005 is estimated to be $21,944,511 and the present 

) value as of September 30, 1999, at an average annual rate of return of 1~·.35 percent, is estimated 
.I 

to be $10,347,000. 

The present value as of September 30, 1999, based on an annual rate of 9.0 percent, is 

estimated to be $4,646,000. 

INVESTMENT RATES 

Net proceeds would be invested to generate returns on investment. The average annual 

rate of return was determined based on investment of net proceeds to generate returns equal to 

the average of the S&P 500 Composite Index Total Return (with dividends) and the Lehman 

Brothers Intermediate Treasury Bond Index total return. The average annual rate of return 

determined reflects diversification of investment in corporate equities (the S&P 500 is comprised 
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of approximately 80 percent of the total market value of New York Stock Exchange) and 

treasury bonds (Treasury Bonds with terms of one to ten years). 

Alternatively, an annual rate was determined· based on investment of net proceeds to 

generate returns equal to the 9 percent statutory rate. 

No costs related to investment, investment management, legal and accounting expenses 

or trust management have been included. Such costs would reduce the amounts determined in 

the accounting. 

TAXATION 

Investment gains would be subject to federal and state taxes. The federal tax rate for 
: . ~ . ~ 

long-term capital gains is twenty percent and the Commonwealth of Virginia corporate tax rate is 

six percent. Taxes on investment gains have been estimated based on a combined tax rate of 

twenty-six percent. 

FINANCIAL STATEMENTS 

The Accomtting and alternative accomttings are primarily based on contemporaneous 

docwnents and information, including annual financial statements which reflect Hospital 

Operations. Jlv1HC Statements of Income effectively include revenues and expenses related to 

Hospital Operations. Jlv1HC Balance Sheets effectively include certain assets and liabilities 

related to Hospital Operations. Jlv1HC Statements of Income and Balance Sheets were analyzed 

and adjusted to reflect Hospital Operations. 

0 8 
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BACKGROUND 

Jefferson Memorial Hospital. Inc. 

Je~erson Memorial Hospital, Inc., a Maryland corporation, (JMHI) .was incorporated on 
".' 

or about March 13,· .1963. In August 1964, JMHI had as its purpose "To establish and maintain a 
.• ... 

hospital cent~r. and ·adjuncts convenient and necessary for its proper administration; to receive 
. \,, 

and administer ~cis for.scientific, educational, charitable purposes, all for the public welfare, .... ·. . . . 
I, ;! l't' ·' 

' : ' • ' ' ' • I ' ' ~ I . ~ ' ~ ' : \ 

and for no ~~e~· p~ose~:·. '. ':' )n ~e ~vent of dissolution of JMHI, all net assets after payment of 

all bills and:~~~·;~f.i~lu~~li:Were to J3e distributed for such purposes as specified in . 
·:.:.:.--::. ';::.'. ·.' .. ·::.: ~··:(·' ... (~.· . . . .! . . . . 

· Section SQI:.(C).~f~the ~temal •Rev¢nue Service Code of 1954 and were not to be distributed to 
• : _. t _: • : • : • • .'· ~· .• : • ' • . . . • : • •.• : '. 0 • • • • • • 

any members ·:of.JMHI.: JMHI .was dissolve~ .by the State of Maryland on or about April 18, . . . . \' . '· . . 

1973. 

JMHI Operations .. 

JMHI operated a 120-bed general-acute hospital, Jefferson Memorial Hospital (the 

Hospital), at 4600 King Street in Alexandria, Virginia (Hospital Operations). The Hospital was 

constructed in 1964 and 1965 with 96 beds (the Original Hospital Building) and was expanded to 

120 beds in -1968 (the 1968 Addition). JMHI did not own the Hospital building, all of the land, 

or all of.the equipment Used in the Hospital Operations, but leased the hospital building (the 

Original Hospital Building and the 1968 Addition), certain land and certain equipment. (Lease 

of land, buildings and equipment for use in hospital operations was not uncommon.) As of June 

30, 1971, JMHI owned approximately twenty percent of the land, generally comprised of the 

land underlying the Hospital building. 
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JMHI Leases 

1966 Hospital Lease 

JMHI leased the Original Hospital Building for 40 years commencing on January 1, 1966 

to operate the Hospital building only as a hospital center (the 1966 Lease). The 1966 Lease was 

canceled July 1, 1975. 

Under the terms of the 1966 Lease, annual rent was $80,940, with a provision that on 

each tenth anniversary of the commencement date of the lease the annual rate could be adjusted 

by a formula based on the wholesale price .index and JMHI paid all utilities, maintenance, 

insurance and taxes and made all repairs and replacements on the property. 

The 1966 Lease required JMHI "to use the Leased Premises for the conduct and . 

operation of a hospital center ... " and set forth "The Leasee (JMHI) may not subl~t the Leased 

Premises, or any portion thereof, without the written consent of the Lessor (Jefferson Memorial 

Hospital Associates)." 

1968 Hospital Lease 

JMHI separately leased the 24-bed addition to the Hospital which was completed in 1968 

(the 1968 Lease). No fmal leasing agreement had been entered into as of June 30, 1971, 

however, JMHI expected to pay and accrued $11,232 per annum for lease payments. 

Land Leases 

JMHI had two leases for the greater portion of the land at 4600 King Street. One land 

lease was for 99 years commencing January 1, 1966 with annual rent of$15,600 with a provision 

that on each tenth anniversary of the lease commencement date the annual rent could be adjusted 

by a formula based on the wholesale price index. The second land lease was for 99 years 

commencing January 1, 1966 with annual rent of $2,406.80. 
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Equipment Lease 

JMHI leased certain hospital equipment. The lease was for 10 years commencing 

January 2, 1966, at which time the equipment was to be contributed to JMHI. The annual rent 

was $17,500 for the frrst two years; $25,000 for the second two years; and $42,500 for the 

subsequent six years. No curtailment of this liability was made by JMHI from 1968 through 

June 30, 1971. In addition to the annual rental, the Hospital was to provide and pay all 

maintenance, repairs, taxes and insurance on the equipment. Lease equipment was entered on 

the books of JMHI at the value determined by Marshall & Stevens, Incorporated. 

Acquisition and Dissolution 

On July 1, 1971 JMHI entered a plan and agreement of reorganization for merger with 

Jefferson Memorial Hospital Corporation (JMHC). The economic substance of the merger was 

that JMHC.would receive all of the net assets (assets and liabilities) of JMHI as of June 30, 1971 

for issuance of 5,000 shares of JMHC stock. No transfer of stock was inade~ Efforts were made 

i~ 1971 and again in 1973 to effectuate the merger. However, the transaction was not 

consummated as a merger. 

The Court found that "no merger of JMHI and JMHC has occurred and the transactions 

by directors of JHMI 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 Respondents as trustees." JMHI 

was dissolved by the State of Maryland on or about April 18, 1973. Thereby, JMI-ll was "no 

longer function(ing) as a corporation" and, therefore, the trustees would "wind up or liquidate the 

business." 

11 
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Jefferson Memorial Hosoital 

Jefferson Memorial Hospital was a 120-bed general-acute hospital at 4600 King Street in 

Alexandria, Virginia. . Jefferson Memorial Hospital came to occupy the Original Hospital 

Building, the 1968 Addition, other Hospital additions and space in an adjacent and attached 

Medical Office Building. Additions and improve~ents to the Hospital and Medical Office 

Building are summarized as follows: 

Addjtionsllmproyements 

Hospital: 
Hospital Building - 96 Beds 
Hospital Addition - 24 Beds 
Medical Office Building Third Floor Hospital Space 
Intensive Care Unit 
Georgetown Lab 
Hospital Addition - Fourth Floor 

Medical Office Building: 
Medical Office Building 

• Office/Parking Building Annex 
• Improvements Annex 
• Improvements Office/Parking Annex 

* Beauregard Building 

1965 
1968 

January 2, 1979 
July 2, 1979 

June 30, 1980 
March 1, 1984 

1978 
October 1, 1982 
January 1, 1983 
April1, 1989 

Jefferson ¥emorial Hospital was operated by 1) JMHI or JMHC from 1965 to March 31, 

1982, when Hospital Operations were relinquished to Health Group of Virginia, Inc. 2) by HGV 

from Aprill, 1982 to June 30, 1985 and 3) by Fairfax Hospital Association (Inova) from July 31, 

1985 until December 31, 1992, when Jefferson Memorial Hospital was closed as a general-acute 

hospital. Inova made the decision to close in-patient facilities as a result of Hospital Operations 

being unable to maintain financial viability. (For 1992, total expenses of $27,055,000 exceeded 

revenues of$18,721,000 resulting in a loss of$8,334,000.) 
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From June 30, 1971 through March 31, 1982, Hospital Operations did not generate 

sufficient cash revenues (working capital, funded depreciation, and debt service reserves) to fully 

compensate officers and professional administration and to make additions of building and 

certain equipment. Hospital Operations were supported by the physicians and staff of Jefferson 

Memorial Hospital and by cash infusion. After 1985, Fairfax Hospital Association operated 

Jefferson Memorial Hospital and was unable to maintain fmancial viability, reporting a loss of 

$8,334,000 for 1982 and estimating substantial prospective losses of $1,000,000 through 2005. 

Hospital financial operations did not support significant fair market value. 

Jefferson Memorial Hospital Corporation 

Jefferson Memorial Hospital Corporation (JMHC) operated Jefferson Memorial Hospital 

from July 1, 1971 through March 31, 1982, when Hospital Operations were relinquished to 

Health Group of Virginia, Inc. J!vffiC's name was changed to Jefferson Corporation of 

Alexandria effective March 23, 1982. 

On July 1, 1971, JMHC entered a plan and agreement of reorganization for merger with 

JMHI. The economic substance of the merger was that JMHC would receive all of the net assets 

(assets and liabilities) of JMHI as of June 30, 1971 for issuance of 5,000 shares of JMHC stock. 

No transfer of stock was made. Efforts were made in 1971 and again in 1973 to effectuate the 

merger. However, the transaction was not consummated as a merger. 

On July 1, 1971, JMHC acquired all of the net assets (assets and liabilities) of Jefferson 

Memorial Hospital Associates (JMHA), whose main source of income was from JMHA's 

ownership of the Original Hospital Building and the 1968 Addition. 
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Jefferson Memorial Hospital Joint Venture 
.. 

As ofJuly 1, 1975, Jefferson Memorial Hospital Joint Venture (JMHN) acquired all of 

the land, . bUild~ngs and equipme~t owned by JMHC for $240,000 and the assumption of the · 

existing mortgage payable of $508,238.57. (JMHC's land and buildings included at least the 

greater porti~n of the land at 4600 King Street and the Hospital building, each of which had been 
.•' . .. ' . 

. . 
. leased to JMHI iunder .the :1966 Hospital Lease, 1968 Hospital Lease and Land Leases.) JMHC 

....... ··; :-· .. ·' .. ·.' .: . 

f • \, • ' 

leased the land :an~ 'building ·from . .liDYIJV for a period of twenty years. The basic annual rent . 
,. f '. • • 

•. ·.·· : ... ·. . '! ''· ... ·:··:!': · . 

. was $112,090.~4.~9 was ~o_p~y.maintenance, insurance and taxes on the property. 
: ! \ ... ... :· ·. : •. • ... :,_. • ·, I • • - • :' I. 0 • •• ~ : ' • • : • • • • • 

.JM?G ~ddi#ohally.·l~ased the ~d. floor of the M~dical O~ce Building for expansion of: 

the hospital,~ .which kcreased. annual rent to $230,748 in fiscal years 1981 and 1982. nvm:c also 
'' . . ' ... :·; . . ··:.·:·· ·: :•- ·.·. ·.... . . 

rented storage and physical therapy space. 

Health Group of Virginia, Inc. . 

· Health Group of Virginia, Inc. (HGV) leased the land, building and related equipment, 

furniture and ·.fixtUres and non-clinical replacement for a term of ten years and one month 

commencing ·.Apn •. ·1, 1982 (the ·HGV Lease). The annual rent for the first five years was 

$1,000,000 .. As ~f. April 1, 19~2, the building included significant additions to the Original 

Hospital Building . and 1968 Addition. HGV also purchased all patient accounts receivable, 

certain moveable equipment, inventory and prepaid expenses, as of March 31, 1982. In addition, 

HGV was responsible for payment of taxes, insurance, repairs, maintenance costs, utilities, 

replacement of fixtures and equipment. HGV required construction of additional general-acute 

care space and additional Medical Office Building space. 
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Concurrent with the lease of the Hospital building to HGV, JMHC's lease agreement 

C) with JMHN was amended to provide that the annual rent would increase to $900,000 and in 

consideration JMHN would build additional space, including general-acute care space, and 

assume other responsibilities. JMHI would not have had funds or debt capacity to finance 

construction of additional general-acute care space or a Medical Office Building. 

As of Ap~l l, 1982 Hospital Operations had not generated suffic~ent cash to make timely 

lease payments, to maintain appropriate cash reserves, to fully compensate officers and . 
professioilal administration and to make addi~ons of buildings and certain equipment. Further, 

Medical staff physicians did not maintain pace with the rapidly changing and increasingly 

sophisticated hospital industry. Hospital Operations were appropriately relinquished to HGV. 

Fairfax Hospital Association 

On July 31, 1985, Fairfax Hospital Association (lnova) acquired all of the outstanding 

stock of Health Group of Virginia, Inc., which operated Jefferson Memorial Hospital. Fairfax 

Hospital Association leased the land, building (the main hospital building, the entire fourth floor 

of the nursing wing addition, and the space leased in the Medical Office Building which included 

the third floor and suites (Unit 45 -December 1, 1986 and Unit 40- November 30, 1992), all of 

which were then utilized in the operation of Jefferson Memorial Hospital) and related equipment, 

fumitw'e and fixtures for a term of twenty years and three months commencing July 31, 1985 

(the Fairfax Lease). The annual rent for fiscal years 1986 and 1987 was $1,000,000 and for 

fiscal years 1988 through December 31, 1992 was $1,200,000. In addition, the annual rent for 

the fourth floor addition was $375,000. Fairfax Hospital Association was responsible for 

payment of taxes, insurance, repairs, maintenance costs, utilities and replacement of fixtures and 

equipment. 
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Leased Property 

The .JMHI Leases (1966 Hospital Lease, 1968 Hospital Lease and Land Leases), the 

HGV Lease, and the Fairfax Lease included certain land and certain buildings summarized as 

follows: 

JMHI HGV Fairfax 
~ ~ l&m 

Land X X X 

Hospital Building X X X 

Hospital Addition X X X 

Intensive Care Unit . X X 

Georgetown Lab X X 

Hospital Addition- Fourth Floor X 

Medical Office Building - Third Floor X X 

Medical Office Building - Suites X 

The Medical Office Building- Third Floor and the Hospital ~uilding- Fourth Floor 

consisted of approximately 22,000 square feet and 18,000 square feet, respectively. 
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ACCOUNTING 

Cobb & Associates, Ltd., a professional corporation, has been retained to prepare an 

accounting of the assets of Jefferson Memorial Hospital Inc. (JMHI) based on holding of the 

assets of JMHI "in trust for the public" in "accord with the charitable purposes to which they 

should have been devoted." 

We understand the 

''fundamental objective of an account(ing) should be to provide essential and 
useful information in a meaningful form to the parties interested in the · 
accounting process. It is also important that the . account(ing) should be . , 
sufficiently simple to enable its preparation without unreasonable expense to 
the fund, or undue distraction from the on-going administration of the estate.­
Finally, although the parties should understand the nature of the accounting 
process and the need ·to protect their interest, the relationship of trust and 
confidence existing between the fiduciary and the beneficiaries is itself 
important and the account should not be presented in an adversary format that 
will unnecessarily impair this relationship." c•> 

"A fiduciary accounting may take one of many forms, depending, in part, 
upon the objectives sought to be achieved. For example, an accounting might 
show the recent investment performance of a fund as a springboard for future 
investment decisions. In general, however, state and local rules regard the 
fiduciary's account as a record of what he has done. These rules, or the 
concern of interested parties, may require the fiduciary to prepare an account : 
at the close of his administration, or at some appropriate intermediate stage, to 
reflect the tra.ti.sactions that have occurred. The statement is presented to the 
parties in interest as part of the process by which the fiduciary seeks discharge 
of responsibility for the property entrusted and release from liability for the 
events disclosed. It is this type of fiduciary accounting, often referred to as 
"discharge" accounting, to which this book is addressed." c•> 

(I) Fiduciary Accounting Guide, Second Edition, Robert Whinnan, American Law Institute­
American Bar Association Committee on Continuing Professional Education. 
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Preparation of the accoWlting required estimates and assumptions that affect the included 

amounts and calculations. 

We have relied on financial statements and information regarding Hospital Operations, 

reflected in information regarding Jefferson Memorial. Hospital, Inc., Jefferson Memorial 

Hospital Corporation, Jefferson Memorial Hospital Joint Venture, and Fairfax· Hospital 

. . 

Association. We have not conducted an audit or review in accordance with generally accepted 

auditing standards. Therefore, we do not expr~ss any opinion on or provide ~y assurance on the 

fair presentation or conformance with generally accepted accounting principles of the .fmancial : 

statements and information. 
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ACCOUNTING. 

Hospital Operations Through April18, 1973 

The Court .found that "the assets remained in JMHI until its dissolution," which occurred 

on or about Apri~:.'~8, 1973 ("The c~er revocation terminated JMHI's corporate existence and 

powers, and it co~l~ n~ _longer function as a corporation") and "(a)t the time of dissolution, these 

assets passed into. and \.remain in the ·hands of Respondents as trustees." Therefore, we have 
' •• • • •• 0 ~ : ~ ' • , , • • ' t I ' : . • 

prepared ~ ac~oimtin~ .of ilie a5set5 or~ through April 1s, 1973. 
·, • ' . . : ·:::·~·.';,: > ,' ·<~ .. :', ,•_,, I • •. ~· I' • -':'.·;·;.,: • ,: ·• . • • 

We ~v~ p~ep~e~ ~ accotm~g of the. assets of JMHI, based on .JlviHI operating a 120-
:!~··· o', tlo •O • • ',., '•,; \I ', o • o ' t • 

'I ' I ··a. • '\ 

. bed general..;~~u~~.hosi>.i~~~ J~ff~rs~n ~emorial Hospital, ~ugh June 30, 1973 ·(the date closest 
. ·) ···.· .. ··· ·.... . '.· . . . . . . 

to the April 'l·s~··1sl73 ~&~solution of ·JMHI, for which financial statements have been available) 
• : ~ ~ ~ I • ' I •. ! ' ' 

0 

• + 

' • .• 'i · .•. • •. 

and on .JMHI ~'n~ lon~~i' function(ing)' as a corporation" and, therefore, "to wind up or liquidate 

the business" as of approximately Aprill8, 1973. 

. . . . . 
· .JMHI operated· Jefferson Memorial Hospital through June 30, 1971 and Th1HC 

effectively operated 'Jefferson Memorial Hospital through April 18, 1973 from the base of net 

assets of .nvnn.~ 
'•' 

Beginning Net. Assets~ June 30:1971 

The accounting .~sets and liabilities as of June 30, 1971 related to Hospital Operations 

are set forth on the June 30, 1971 JMHI Balance Sheet. The Court found that JMHI "had value 

as a 'going concern' with growing revenues but an erratic pattern of net earnings", however, "the 

value of the corporation (JMHI) did not exceed its liabilities." Further, the Court found "the 

assets remained in JMHI until its dissolution" on or about April 18, 1973. 
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The accounting assets and liabilities related to Hospital Operations as of April 18, 1973 

are estimated based on continued Hospital Operations through June 30, 1973 from the base of net 

assets of JMHI as of June 30, 1971. JMHI's Balance Sheet as of June 30, 1971 is summarized as 

follows: 

Cash 
Notes Receivable 
Accounts Receivable (Net) 
Accrued Interest Receivable 
Inventories 
Plant and Equipment (Net) 

Land 
Land Improvements 
Fixed Equipment 
Major Movable Equipment 

Total Plant and Equipment (Net) 
Other Assets 

Total Assets 

Liabilities and Sharebolders' Peficjt 

Accounts Payable 
Contract Payable 
Accrued Expenses 
Provision for Contractual Adjustments 
Notes Payable 
Lease Agreement 
Bond Payable 
Advance Deposits 
Funds Held in Escrow 

Total Liabilities 
Shareholders' Equity (Deficit) 

Donated Capital 
Retained Deficit 
Total Shareholders' Deficit 

Total Liabilities and Shareholders' Deficit 

$147,456 
1,395 . 

88,213 
196 261 

$ 56,247 
4,600 

741,431 
7,239 

20,152 

433,325 
29757 

$ 1,292,751 

$ 289,913 
183,196 
142,701 
280,111 

84,503 
280,000 
319,000 
102,000 

3 895 
$ 1,685,319 

20,051 
(412 612) 
(392 568) 

$ 1,292,751 

Total Liabilities exceeded Total Assets and exceeded the value of the corporation and JMHI 

reported Total Shareholders' Deficit of ($392,568) as of June 30, 1971. 
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Land of $147,456 includes all of the land at 4600 King Street, although as of June 30, 

1971, JMHI owned only approximately twenty percent of the land. Twenty percent of the land 

indicates value of $29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1971 

was based on the value of the land approximately doubling, indicating value of $58,982 

($147,456 x .20 x 2). Inclusion of land of$147,456 overstates JMHI's assets. 

Hospital Operations Through April 18. 1973 

From the base of net assets as of June 30, 1971, Hospital Operations of Jefferson 

Memorial Hospital continued. Receipts and disbursements related to Hospital Operations were :. 

effectively included within Jlv1HC Statements of Income and within JMHC Balance Sheets for 

the years ended June 30, 1972 and 1973. 

Statements of Income 

JMHC Statements of Income for the years ended June 30, 19?2 an~ June 30, 1973 (the 

date closest to the April 18, 1973 dissolution of JMHI, for which fmancial statements have been 

available) effectively included revenues and expenses related to Hospital Operations. JMHC 

Statements of Income included Hospital Operations and the operations of Jefferson Memorial 

Hospital Associates (JMHA), a partnership which owned the Hospital building and portions of 

the land. 

JMHC Statements of Income adjusted to estimate Hospital Operations for the years ended 

June 30, 1972 and June 30, 1973 are summarized as follows:· 
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Yews Ended Jyne JQ 

·o .1m .l2lJ. ! . 
JMHC Statements of Income 

Revenue from Services to Patients $ 4,454,092 4,749,445 
Other Operating Income 47,768 45,115 

Total Revenue 4,501,860 4,794,560 
Deductions from Revenue 535,746 548,525 

Net Operating Revenue 3,966,114 4,246,035 

Operating Expenses 
Hospital Operating Expenses 3,586.124 3.774,403 
Depreciation 39,930 41,410 
RentofLand 20,006 
Rent of Land, Building and Equipment 19,844 
Taxes-other than Payroll and Income 43,823 67,179 

Total Operating Expenses 3,689,721 3,902,998 

Net Operating Income 276,393 343,037 

• •o 
Other Income (Expense) 

~· Other Income 52,806 ° 12,024 
Other Expenses 

Interest (93,872) (76,560) 
Amortization of Goodwill (11,379) (11,371) 
Loss on Disposal of Equipment (994) (307) 
M'ISCCllaneous (2,176) (2,010) 

Net Other Income (Expense) (55,615) (78,230) 

Income Before Income Taxes 220,778 264,807 

Income Taxes 12,769 124,833 

Net Income $ 208,009 139,974 

Hospital Operations Adjustment 

~ 
Income Before Income Taxes $ 220,778 264,807 
Plus: 

Building Depreciation 32,214 32,214 
0 

Rent of Land 20,006 
Rent of Land, Building and Equipment 19,844 
Interest on Senior Debt ( 1) 34,949 32,738 
Interest on Junior Debt (2) 3,838 3,450 

~ Amortization of Goodwill 11,379 11,371 
Less: 

Lease Payments 
1966 Hospital Lease (80,940) (80,940) 
1968 Hospital Lease (11,232) (11.232) 
Land Lease ##I 0 (15,600) (15,600) 
Land Lease #2 (2,407) (2,407) 

Adjusted Income Before Income Taxes 212,823 254,413 
Adjusted Income Taxes (3) 12,344 119,829 

Hospital Operations Net Income s 200,479 134.584 

(1) Senior Debt principal x 6 percent interest 
(2) Junior Debt principal x 6 percent interest 
(3) Adjusted income taxes have been estimated based on the ratio of reported income taxes to reported 

income before income taxes. Net operating loss carry forwards were applied to income before 
taxes for the year ended June 30, 1972 
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Hospital Operations revenues and expenses and net income for the years ended June 30, 

1972 and 1973 were estimated by adjusting JMHC Statements of Income for the years ended 

June 30, 1972 and 1973. 

Hospital Operations. adjustments began with JMHC Income Before Income Taxes. 

Building Depreciation, Interest on Senior Debt and on the Junior Debt relate to building and 

ownership. JMHI did not own buildings or all of the land and, therefore, building and certain 

land ownership expenses have been excluded from JMHC Income Before Income Taxes: .. 

(Annual Building Depreciation is reported within Accumulated Depreciation on ·the · JMHC : 

Balance Sheet. Senior Debt and Junior Debt ending balances and the related interest rate of six 

percent are reported in the notes to JMHC Financial Statements for the years ended June 30, 

1972 and 1973.) 

Rent of Land, Building and Equipment, as reported in. supplemental schedules of the 

JMHC Financial Statements, has been excluded and replaced with lease payments, as set forth in 

the 1966 Hospital Lease of$80,990 and the 1966 Land Leases of $18,007 ($15,600 + $2,407) 

and as set forth in the notes to financial statements for the 1968 Hospital Lease of $11,232. 

(Interest expense related to untimely payment of leases has not been included.) 

Amortization of Goodwill does not relate to Hospital Operations and was excluded from 

Income Before Income Taxes. 

Adjusted income taxes have been estimated based on the ratio of reported income taxes to 

reported income before income taxes and subtracted from Adjusted Income Before Income 

Taxes. 
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of Jun~ 30;~'.1972 ~d 1973. to estini~t~ the assets and liabilities related to Hospital Operations and 
• : •• :•'., •• ... ' • • • • 0 

to include ;;~osp~~ ),Operatio~ N~~ Income. Hospital_ Operations Balance Sheets (JMHI and . 
• J • .: 0 • • \ : • • • ~ • 0 • • • 

. . . 
JMHC Bal~ce. Sh~~t~.~~un~ ·are·~ ~ld) are ~arized as follows: 

• '.' ,~,: ,/::':'.'.··,•,',\, .. :'· .•.•• 1 '.~'~' :.·'._ '··~, ,• •o I 'o I, o' o ' o' ,· 

'·!.. .::_:.•.':·:·· )' ,, ·: '_, • 

. · •.... > /::.· .::::. ?.·· '< ',.·:. ';, .··,. 
', •.'·. •o ,,,•, I 1''1 \ o o { 

. . . . · .. ; .· ,; ·'f:ii·~:J,c.\',;r :, •i ::(/}.·::i~ ;:~ •.. •.: ..• ·.·~: , ;·.: ; .. 
",\ 

.. :; . 

· ... 
.. : .. ·1.'';·'.\'' ' ; . 

. . ··\··.·:: (.:. __ ,'::, ., .. 
. . 

·!· 

, .... 
·!,. 

. , ~· 

'· '·· 

J.APP. 5673 

24 

. .i 



....-. 

/··-··"' 
\~-~:/ 

June 30, June 30, June 30. 
J.m J&1Uls tmlil1 .1m .DmLS ~ Wl 

Cash s 56,247 3,742 15,175 (85,847) 1,000. 224,059 . (5.3S4) 
77,663 189,474 498 1.191 
12.344 1,465 1,998 34,905 . 

1,000. 2.070 265 34,639 . 
939 4,704 37,745 101,075 

200,479 24.433 107,485 24,782 
74,256 . 1.309 5,000 
48,847 221.260 

~ 58.337 . 134,584 

~ 
Totals · 296,167 438.261 . 506.144 425,651 . 

Notes Receivable 4,600 15,175 19,775 1,000 18,775 
Accounts Receivable (Net) 741,431 189,474. 930,905 224,059. 1,154,964 
Accrued Interest ReCeivable 7,239 ·: . 1,465 .. 8,704 ' 498' 8,%06 . 
Inventories 10,152 2,070 ,• ll.l%1' 1,191 . 13,413 ', 

~ Plant and Equipment (Net) 
Laud 147,456 . '147,456 
Land Improvements 1,395 890 
Futed·Equipmcnt 88,%13 94,531 
Major Movable Equipment 196,261 186,706 

Subtotal: Total Plant and Equipment (Net) 433,325 ' 3,742. 419,.583 . 1,998 427,585 

Other Assets '1.9,151. 4,704. 34,461 265 34,196 

Total Assets s 1.191.751 1.359,803 1,661,785 

l iabiJi1i= md Sbau:bQJdm' J&figl 

) Accounts Payable s 189,913 77,663 367.516 34,905 331,671 
Contract Payable 183,196 24;433 158,763 34,639 U4,1l4 
Accrued Expcuscs 141,701 74,256 68,445 37,745 106,190 

~ Income Taxes Payable 12.344 12,344 107,485 119,829 
Provision for Contractual Adjustments 180,111 48,847 131,164 101,075 130,189 
Notes Payable 84,503 58.337 16,166 24,782 1,384 
Lease Agreement 180,000 280,000 280,000 
Bond Payable 319,000 19,500 199,500 199.500 
Advance Deposits 101,000 1,000 103,000 5,000 98,000 
Funds Held in Escrow 3,895 939 4,834 1.309 6,143 
Subordinate Loan (Cash Infusion) 221,260 221,260 

Total Liabilities 1,68S,319 1,551.892 1,491.887 
Shareholders' Equity (Deficit) 

Donated Capital 10,051 20,051 20,051 
Retained Deficit (411,619) 200,479 (212.140) 134,584 (77.556) 

Total Shareholders' Deficit (39l,S68) (192,089) (57.505) 

Total Liabilities and Shareholders' Deficit s 1.19%,751 1.359.803 1,661.785 

J.APP. 5674 

25 



,,.~---J 

\...:_;7 
Balance sheet accounts in bold type are amounts reported on the JMHI balance sheet as 

of June 30, 1971 and on JMHC balance sheets as of June 30, 1972 and 1973. Net changes in 

asset, liability and shareholders' deficit accounts are added to or subtracted from the ending cash 

balance for the prior year to calculate the estimated cash balance for the current year. 

Adjusted Hospital Operations Net Income ·and Adjusted Income Taxes are reflected in 

Retained Deficit and Income Taxes Payable, respectively. 

Plant and equipment, net, includes $147,456 for all of the land, although as of June 30, 

1973 .TMHI owned only approximately twenty percent of the land. Twenty percent of the land · 

indicates value of$29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1973 

was based on the value of the land doubling, indicating value of $58;982 ($147,456 x .20 x 2). 

Inclusion of land of$147,456 overstates Hospital Operations' assets. 

Hospital Operations did not generate sufficient cash to maintain. appr?priate cash reserves 

(working capital, funded depreciation, and debt service reserves), to fully co~pensate officers 

and professional administration and to make additions o{ buildings and certain equipment. 

(Payments to fully compensate officers and professional administration would have reduced 

Hospital Operations cash flow and may not have lead to additional revenue.) During the years 

ended June 30, 1972 and 1973 Hospital Operations did not make payments on certain Lease 

Agreements and during the year ended June 30, 1973 Hospital Operations did not make 

payments on Bonds Payable. 
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Hospital Operations were supported by the physicians and staff of Jefferson Memorial 

Hospital and by a cash infusion of$221,260 during the year ended June 30, 1973. (During fiscal 

year 1973, JMHC sold 60,000 shares of its common stock for $221,260.) The cash infusion has. 

been considered as a subordinate loan to Hospital Operations. 

Liquidation as of April 18. 1973 

As of approximately April18, 1973 (June 30, 1973) Hospital Operations are estimated to 

result in total liabilities of approximately $1,719,290 which exceed total assets of approximately 

$1,661,785, and total shareholders' deficit of approximately {$57,505). Liquidation of the. 

business would be expected to have resulted in realization of cash in amounts less than reflected ~ 

in the balance sheet asset accounts. Liquidation of the business as of April 18, 1973 is estimated · 

to result in no net proceeds. 

Balance as of September 30, 1999 

Liquidation of the business of JMHl as of April 18, 1973 is estimated to result in no net 

proceeds. Therefore, there would not be amounts to be invested and the balance as of September 

30, 1999 would be zero. 
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ALTERNATIVE ACCOUNTINGS 

To provide additional information, we have prepared alternative accountings based on 

alternative assumptions regarding operations, assets, and date of liquidation of operations. 

Hospital Operations Through July 1, 1975 

We have prepared an accounting of the assets of JMHI, based on continuation of Hospital 

Operations (effectively investment of the net assets as of June 30, 1971 in Hospital Operations) 

through July 1, 1975 and on no longer participating in Hospital Operations "to M.nd .up .<;>r_.: 

liquidate the business" as of approximately July .1, 197 5. 

JMHI operated Jefferson Memorial Hospital through June 30, 1971· and: JMHC 

... -·, 

. '•, 
.i, •. ' 

effectively operated Jefferson Memorial Hospital through July I, 1975 from the base of net · · · 

assets of JMHI. 

As of July 1, 1975, Jefferson Memorial Hospital Joint Venture (JMHN) acquired all of 

the land, buildings and equipment owned by JMHC for $240,000 and the assumption of the 

existing mortgage payable of$508,238.57. (JMHC's land included at least the greater portion of 

the land at 4600 King Street and the Hospital building, each of which had been leased to .JivfHI 

under the 1966 Hospital Lease, 1968 Hospital Lease and Land Leases.) JMHC's ownership of 

land and buildings ended July 1, 1975. (Sale and leaseback of land, building and equipment to 

generate cash or to extinguish debt was not an uncommon fmancing vehicle.) 
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The accounting assets and liabilities related to Hospital Operations as of April 18, 1973 

are estimated based on continued Hospital Operations through June 30, 1973 from the base of net 

assets of JMHI as of June 30, 1971. JMHI' s Balance Sheet as of June 30, 1971 is summarized as 

follows: 

Cash 
Notes Receivable 
Accounts Receivable (Net) 
Accrued Interest Receivable 
Inventories 
Plant and Equipment (Net) 

Land 
Land hnprovements 
Fixed Equipment 
Major Movable Equipment 

Total Plant and Equipment (Net) 
Other Assets 

Total Assets 

Liabiljties and Shareholders' peficit 

Accounts Payable 
Contract Payable 
Accrued Expenses 
Provision for Contractual Adjustments 
Notes Payable 
Lease Agreement 
Bond Payable 
Advance Deposits 
Funds Held in Escrow 

Total Liabilities 
Shareholders' Equity (Deficit) 

Donated Capital 
Retained Deficit 
Total Shareholders' Deficit 

Total Liabilities and Shareholders' Deficit 

$147,456 
1,395 

88,213 
196 261 

$ 56,247 
4,600 

741,431 
7,239 

20,152 

433,325 
29757 

$ 1,292,751 

$ 289,913 
183,196 
142,701 
280,111 

84,503 
280,000 
319,000 
102,000 

3 895 

$ 1,685,319 

20,051 
(412 619) 

<392 568) 

$ 1,292,751 

Total Liabilities exceeded Total Assets and exceeded the value of the corporation and JMHI 

reported Total Shar~holders' Deficit of ($392,568) as of June 30, 1971. 
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Land of $147,456 includes all of the land at 4600 King Street, although as of June 30, 

1971, JMHI owned only approximately twenty percent of the land. Twenty percent of the land 

indicates value of$29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1971 

was based on the value of the land approximately doubling, indicating value of $58,982 

($147,456 x .20 x 2). Inclusion of land of$147,456 overstates JMHI's assets. 

Hospital Operations Through July 1, 197 5 

From the base of net assets as of June 30, 1971, Hospital Operations of Jefferson. 

Memorial Hospital continued.· Receipts and disbursements related to Hospital Operations were .' ·: 

effe~tively included within JMHC Statements of Income and within nviHC Balance Sheets for 

the years ended June 30, 1972 through 1975. 

Statements of Income 

JWIC Statements of Income for the years ended June 30! 1972 through June 30, 1975 

(immediately prior to the July 1, 1975 acquisition of all of the land, buildings and equipment 

owned by JMHC) effectively included revenues and expenses related to Hospital Operations . 

.JW-IC Statements of Income included Hospital Operations and the operations of Jefferson 

Memorial Hospital Associates (JMHA), a partnership which owned the Hospital building and · 

portions of the land through July 1975. 

JMHC Statements of Income adjusted to estimate Hospital Operations for the years ended 

June 30, 1972 through June 30, 1975 are summarized as follows: 
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Years Ended J11ne 30. 
1972 1973 1974 1975. 

JMHC Statemeats of lacome 
Revenue &om Services to Patients s 4.454.092 4.749.-'45 5.337.784 6.303.817 
Other Operating Income 47768 45 liS 44§91 46.046 

() 
Total Revenue 4.501.860 4,794.560 5.382.675 6.349,863 

Deductions tiom Revenue 535 746 548~25 896 237 857,337 
Net Operating Revenue 3,966,114 4.246,035 4,485,738 5.492.526 

Operating Expenses 
Hospital Operating Expenses 3.586.124 3,774.403 4.241,784 5.047,324 
Depreciation 39.930 41,410 72,394 84,948 
Rent of Land 20.006 20.373 21,055 
RentoflaDd, Building and Equipment 19,844 
Taxes- other than PayroU and Income 43 823 67.179 60657 62.380 

Total Operating Expenses 3,689,721 
~ 

3,902,998 4.395.208 5,215,707 

! 
Net Operating Income 276,393 343,037 90,530 276,819 

Other Income (Expcase) 
Other Income ~2,806 12,024 22.211 10,384 
Other Expeases 

Interest (93,872) (76,560) (76,423) (71,404) 
~ . •· Amortizatioa of Goodwill (11,379) (11.377) \ . (11.377) I (11,377) ; 

'' 
Loss on Disposal ofEquipnent (994) (307) . (1,645); {6,731) 
Miscellaneous {2.176) . {2.010) . (7.559) ·' (482) . 

Net Other IDcome (Expense) (55,615) (78,230) (74,793) (79,610) 

Income Before Income Taxes 220,778 264,807 15,737 197.209 

Income Taxes 12.769 124.833 5.349 74.795 
Netlnc:ome s 208.009 139.974 10.388 122.414 

'\ ~ospital Openlioas Adjastmeats 
./ 

Income Before Income Taxes s 220,778 264,807 15,737 197,209 
Plus: 

BuildiDg Depreciation 32.214 32.214 32.214 32.214 
Reutofland 20,006 20.373 21,055 
Rent ofl..aDd, BuildiDg aad Equipment 19,844 
IDterest on Seniof Debt ( 1) 34,949 32,738 30.316 27,895 
IDterest ou Junior Debt (2) 3,838 3,450 3,025 2.599 
Amortization of Goodwill 11,379 11.377 11.377 11.377 

Less: 
Lease Payment 

1966 Hospital Lease (80,940) (80,940) (80,940) (80,940) 
1968 Hospilal Addition (11.232) (11.232) (11,232) (11,232) 
Land Lease# 1 (15,600) (15,600) (15,600) (15,600) 
LaDd Lease #2 (2.407) (2,407) (2,407) (2,407) 

SubordiDatc Loan (21.573) (23.676) 

~ 
Adjusted Income Before Income Taxes 212,823 254,413 (18,710) 158,494 

Adjusted IDcomc Taxes (3) 12~ 119,829 {6.H!1l 60.069 
Hospital Opentioa Net laeome s 200,479 134.584 !12.349~ 98.42S 

(1) Senior Debt principal x 6 percent interest 
(2) Junior Debt principal x 6 percent interest 
(3) Adjusted income taxes have been estimated based on the ratio of reported income taxes to reported 

income before income taxes. Net operating loss carry forwards were applied to income before 
taxes for the year ended June 30, 1972. 
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Hospital Operations revenues and expenses and net income for the years ended June 30, 

1972 through 1975 were estimated by adjusting JMHC Statements of Income for the years ended 

June 30, 1972 through 1975. 

Hospital Operations adjustments began with JMHC Income Before Income Taxes. 

Building Depreciation, Interest on Senior Debt and on the Junior Debt relate to building and land 

ownership. JMHI did not own buildings or all of the land and, therefore, building and 'certain 

land ownership expenses have been excluded. (Annual Building Depreciation is reported within: 

Accumulated Depreciation on the JMHC Balance Sheet. Senior Debt and JUnior Deb~. ·ending ~. · · · 

balances and the related interest rate of six percent are reported in the notes to JMHC Financial 

Statements for the years ended June 30, 1972 and 1975.) 

Rent of Land, Building and Equipment, as reported in supplemental schedules of the 

JMHC Financial Statements, has been excluded and replaced with lease payments, as set forth in 

the 1966 Hospital Lease of $80,990 and the 1966 Land Leases of $18,007 ($15,600 + $2,407) 

and as set forth in the notes to financial statements for the 1968 Hospital Lease of $11,232. 

(Interest expense related to untimely payment of leases has not been included.) 

Amortization of Goodwill does not relate to Hospital Operations and was excluded from 

Income Before Income Taxes. 

Interest expense on the Subordinate Loan was calculated at 9. 75 percent, based on then 

prevailing rates. 

Adjusted income taxes have been estimated based on the ratio of reported income taxes to 

reported income before income taxes and subtracted from Adjusted Income Before Income 

Taxes. 
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() Balance sheet accounts in bold type are amounts reported on the JMHI balance sh~et as 

of June 30, 1971 and on JMHC balance sheets as of June 30, 1972 through 1975. Net changes in 

asset, liability and shareholders' deficit accounts are added to or subtracted from the ending cash 

balance for the prior year to calculate the estimated cash balance for the current year. 

Adjusted Hospital Operations Net Income and Adjusted Income Taxes are reflected in 

Retained Deficit and Income Taxes Payable, respectively. 

Plant and equipment, net, includes $147,456 for all of the land, although as of June 30, 

1973 JMHI owned only approximately twenty percent of the land. Twenty percent of the land . 

indicates value of$29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1973 

was based on the value of the land doubling, indicted value of $58,982 ($147,456 x 0.20 x 2). 

Inclusion of land of$147,456 overstates Hospital Operations' assets. 

Hospital Operations did not generat~ sufficient cash to maintain appropriate cash reserves 

(working capital, funded depreciation, and debt service reserves), to fully compensate officers 

and professional administration and to make additions of buildings and certain equipment. 

(Payments to fully compensate officers and professional administration would have reduced 

Hospital Operations cash flow and may not have lead to additional revenue.) During the years 

ended June 30, 1972 and 1973 Hospital Operations did not make payments on certain Lease 

Agreements and during the year ended June 30, 1973 Hospital Operations did not make 

payments on Bonds Payable. 
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Hospital Operations were supported by the physicians and staff of Jefferson Memorial 

Hospital and by a cash infusion of$221,260 during the year ended June 30, 1973. (During fiscal 

year 1973, JMHC sold 60,000 shares of its common stock for $221,260.) The cash infusion has 

been considered as a subordinate loan to Hospital Operations. 
~·I f ', 

Liquidation as of July L 1975 · · 
· .. ·' . 

As of approXimately 'July ..t; J975 (June 30, 1975) Hospital Operations are estimated to 
·' I: : •• ,\ • •' 

: .· '•. \ . 

. result in. total\ assetS; of($1;954,9.85,: total.li~bilities of. approxiinately $1,926,414 and total ... 
. :. -.'· .: ,; . . . .· . . . 

shareholders'. eqtrl~ j~~;~~roxiinately $28,S71. Liquidation of the business would be expected 
1'' .. ·. ; 

to have resulte.d in .. ~ealiZation ·of cash in ainounts less than reflected in the balance sheet asset 
• • • • •• 1 

.I 

accounts (for example: failure to collect only 3 percent of Accounts Receivable of $961,934 as of 

June 30, 1975 would result in a shareholders' deficit). Liquidation of the business as of July 1, 
.· ; 

197 5 is estimated to result in no net proceeds. 

Balance as of September 30, 1999 

Liquidation of .~e b~iness of JivfHI as of July 1, 197 5 is estimated to result in no net 

proceeds. Therefo~e~ t~_tere would ~ot be amounts to be invested and the balance as of September 

30, 1999 would be zero. 
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\~1 Hospital Operations Through March 31, 1982 

We have prepared an accounting of the assets of JMHI, based on con~nuation of Hospital 

Operations (effectively investment of the net assets as of June 30, 1971 in Hospital Operations) 

through March 31, 1982 and on no longer participating in Hospital Operations "to wind up or 

liquidate the business" as of approximately March 31, 1982 and investing net assets from April 

1, 1982 through September 30, 1999 generating an annual rate of return of 13.35 percent and, 

alternatively, an annual rate of9.0 percent. 

As of April 1, 1982 Hospital Operations had not generated sufficient cash to make timely 

lease payments, to maintain appropriate cash reserves, to fully compensate officers and 

professional administration and to make additions of buildings and certain equipment. Further, 

Medical staff physicians did not maintain pace with the rapidly changing and increasingly 

sophisticated hospital industry. Therefore, Hospital Operations were appropriately relinquished 

toHGV. 

Beginning Net Assets - June 30, 1971 

The accounting assets and liabilities as of June 30, 1971 related to Hospital Operations 

are set forth on the June 30, 1971 JMHI Balance Sheet. The Court found that JMHI ''had value 

as a 'going concern' with growing revenues but an erratic pattern of net earnings", however, "the 

value of the corporation (JMHI) did not exceed its liabilities." Further, the Court found "the 

assets remained in JMHI until its dissolution" on or about Aprill8, 1973. 
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The accounting assets and liabilities related to Hospital Operations as of April 18, 1973 

are estimated based on continued Hospital Operations through June 30, 1973 from the base of net 

assets of JMHI as of June 30, 1971. JMHI's Balance Sheet as of June 30, 1971 is summarized as 

follows: 

Cash 
Notes Receivable 
Accounts Receivable (Net) 
Accrued Interest Receivable 
Inventories 
Plant and Equipment (Net) 

Land 
Land Improvements 
Fixed Equipment 
Major Movable Equipment 

Total Plant and Equipment (Net) 
Other Assets 

Total Assets 

Liabilities and Sharebolders' Peficit 

Accounts Payable 
Contract Payable 
Accrued Expenses 
Provision for Contractual Adjustments 
Notes Payable 
Lease Agreement 
Bond Payable 
Advance Deposits 
Funds Held in Escrow 

Total Liabilities 
Shareholders' Equity (Deficit) 

Donated Capital 
Retained Deficit 
Total Shareholders' Deficit 

Total Liabilities and Shareholders' Deficit 

$147,456 

1,395 
88,213 

196 261 

$ 56,247 
4,600 

741,431 
7,239 

20,152 

433,325 
29757 

$ 1,292,751 

$ 289,913 
183,196 
142,701 
280,111 

84,503 
280,000 
319,000 
102,000 

3 895 

$ 1,685,319 

20,051 
(412 619) 
(392 568) 

$ 1,292,751 

Total Liabilities exceeded Total Assets and exceeded the .value of the corporation and JMHI 

reported Total Shareholders' Deficit of($392,568) as of JW1e 30, 1971. 
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Land of $147,456 includes all of the land at 4600 King Street, although as of June 30, 

1971, JMHI owned only approximately twenty percent of the land. Twenty.percent of the land 

indicates value of$29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1971 

was based on the value of the land approximately doubling, indicating value of $58,982 

($147,456 x .20 x 2). Inclusion of land of$147,456 overstates JMHI's assets. 

Hospital Operations Through March 31, 1982 

From the base of net assets as of June 30, 1971, Hospital Operations of Jefferson 

Memorial Hospital continued. Receipts and disbursements related to Hospital Operations were 

effectively included within llvfHC Statements of Income and within JMHC Balance Sheets for 

the years ended June 30, 1972 through 1982. 

Statements of Income 

··JMHC Statements of Income for fiscal the years ended June 30, 1972 through June 30, 

1982 (the date closest to the March 31, 1982 when Hospital Operations were relinquished to 

HGV, for which financial statements have been available) effectively included revenues and 

expenses related to Hospital Operations. JMHC Statements of Income included Hospital 

Operations and the operations of Jefferson Memorial Hospital Associates (JMHA), a partnership 

which owned the Hospital building and portions of the land, through July 1975. 

JMHC Statements of Income adjusted to estimate Hospital Operations for the fiscal years 

ended June 30, 1972 through June 30, 1982 are summarized as follows: . 

40 
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YcmfndcdluncJO. 
!m 1m ~ 1m !!m 1m !!!! ~ .mg !!U .IS JMHCSia:Calmtl flllaame 

Revalue (rom ScMcc:s to P=xnts s 4.454.09'2 4,749,445 5J37.1B4 6J03.817 6.951,598 7.67J.6S7 8.594.874 9.584.189 11..:!81.157 14.054,093 11.916,758 
Odlcr ()pa2111'1g fnc:cme ~ ~ ~ ~ 3499'2 ___j,lli ~ ~ :!7094 ~ ~ 

G 
Total Rcvmuc 4..501,860 4.794.560 SJC.675 6.349.863 6.986.590 7,679,471 8.611.841 9,S93~1 IIJOIJ.:!SI 14,0118.093 11,9SS.OB6 

DcduciJons fi'om RCYCnUC 535746 ~ ~ ____m.m 804652 ~ 1.031.11:! 1$.732 1.559.176 ~ 1..:'JS7.4SS .. 
Net ()pa2111'1g Revalue J.9ti6.114 4.246,035 4,485,738 s.~ 6.181,938 6,821.011 1SiJD.T.9 U16.089 9,748,375 11,753,458 10.687.628 

~ 
Opcnlmg &palscs 

HospdaJ Opamns Elq:ascs 3.586.124 3,774,403 4.%41.784 5,047.324 5.S71J63 6,245,457 6.893.440 7,6S0,414 a.rm.rm 10,809.)40 9.070.778 
Depra:a:bon 39,930 41,410 72,394 84,948 59,241 64,361 65,618 7J.S77 84,180 93.593 80.687 
Rcntort.and 20.cns 20.373 21.055 
Rau ofLind. 8u:lldias md Equipmcm 19.844 ISOJQS 159,073 171,691 2D0.07J 340,349 SJS.(89 437,138 
Taxes- 01bcr lhm PaytoD mel fnc:ame 43!m _.£.!2! ---.J!W! 62.380 ~~ 71.8S8 72.924 80.432 104.331 136.593 u9.m 

Total ()pcrzans Expaacs 3,689,721 3,90l,998 4J9S,208 5,215,707 5,851,180 6,540,781 7:JJ1J,673 8.004.496 9,435,959 11,574,615 9,708.340 

Na ()pcauna Income 276,393 343,037 90.S30 :!76.819 330,758 280,230 377,056 311.593 312,416 178.843 9'79.288 

~ adler Income CExpcnsc) 
Odlcr Income S2,806 12,024 22.211 10.384 4,181 12,Q28 13,462 13,041 5,148 51.844 87,388 
Odlcr Expazscs 

Intaat (93,872) (76,560) (76.4ZJ) (71,40$) (57,610) (6S,S4S) (S,ssB) (64,252) (61,500) (61,096) (81..298) 
~orGoodwiii (11,379) (11,377) (11,377) (11,377) (11,377) (11,377) (11,484) (11,37'7) (11,.377) (11,.377) . (11,377) 
Lass on Disposal ofEquipmc:nt {994) (301) (1,645) (6,731) (13,643) (1,896) (20,S32) (10.916) 1,0110 398 
Misc:c:IJiacous (2.176) (2.010) (7.SS9) (482) ' (1,135) 
Loss liam P&nnaship- Last Cftldc • (170.623) (S0.718) (26,355) (29,148) 
Loss on Di1posal ofUnd md Bd&ls , (51,840) 
Mcdi:al fmJCIIiona1 Expcascs • (35,549) I 

Ccmtribulioas (1,000) • 
Dqnciazjon (27.096) 

Rem Lal ~--Equip. (lS,774) ' 
Taxes· odlcr than PayroD and Income --- --- --- ~5). 

Net Odlu lllcome {&paise) . (55,615) (78.230) (74,793) (79,610) (130,349) (67.925) (252,765) (124,222) (92.,9')t) (49,379) . (94,971) . 

Income Bd'ore fncamc Taxa 220.,778 264,807 15.m 19'7,209 100,409 212,305 124,291 187,311 219,422 129,464 884,317 

lncomeTacs 12.7§2 a 24m 5.349 74,795 87.382 9'7.177 48.034 60..230 Q,S40 33.685 419.605 
Net Income s 208.009 139,974 10,388 122.414 113.027 115,128 76,257 127.141 156.882 95.779 464.712 

lbpilll ~Adjaaaans 

/ Income ~Wore bcocnc Taa s 220.,778 'JLA,807 15,737 19'7,209 :200,409 212,305 124,291 187,311 219,422 1::!9,464 884,317 
I Plus: 
·,_ 

Buildina~ 32,214 32.214 32,214 32,214 ·-· 
Rcatofl.and 20.Q)6 20,373 21.0SS 
Ratt ofl.aad, BaiJdms aDd Equipmmt 19,844 

~ Jntaat oa Salior Debt (1) 34,949 32,738 30,316 271BS 
l'n:raat 00 JIIDior Debt (2) 3,838 3,450 3,02S 2,599 
AmclftizaDoa ofGoodwiD 11,379 11,377 11,377 11,377 11,377 11,377 11,484 11,377 11,377 11,377 11,377 

Bui1diDs Lase 112,.000 112,000 112,000 112,000 112.CXX) 230,748 230,748 
Lmdl.clsc#J 25,848 25,848 25,848 25,~ 25,848 25,848 25,848 
Laad Leise ill 3,988 3,!l88 3,!l88 3,988 3,988 3,988 3,!l88 
Loss Oft Dlspoal ofLmcl md BaiktiDs . SUMO 
Lass &=! PanDasllip. Lost Cftldc 170,623 50.718 26,355 29,148 

Less: 

~ Lease Payment 
1966 Hospital Leise (80.940) (110,940) (80,940) (80,940) (134.109) {134,109) (134.109) (134,109) (134.109) (134,109) (134,109) 
1968 Hospilal AddiDon (11,232) (11,232) (11.%32) (11,232) (18,610) (18,610) (18,610) (18,610) (18,610) (18,610) (18,610) 
Land Leise ill (15,600) (15,600) (IS,600) (15.600) (lS,848) (25,848) (25,848) (2S,848) (25,848) (25,848) (25,848} 

Land Leise 112 (2.401) (2,407) (2.407) (2.407) (3,988) (3,988) (3,988) (3,988) (3,!l88) (3,988) (3,988) 

Subordinlle Loan (21.573) (23,676) (2S.98S) (28.518) (31.299) (34,350) (37.699) (41J7S) (45.409) 

Adj~Dtcld lnaxne Befi.lrc IJicame Taxa 212,823 254,413 (18,710) lS8,494 I~ 154,445 234 .. 174,397 178.736 206,643 928,314 
.1\djuad Income Taxes (3) ~ --'..l.2.m !6.361) ~ ~ ~ _sm ~ - 50940 _.am ~ 
lbpial~ ~"~~'- s 100,479 134.,S!! (12.349) 98.425 111.064 83.709 143,SIC!9 118,416 127.196 152..916 488.293 

( 1) Senior Debt principal x 6 percent interest 
(2) Junior Debt principal x 6 percent interest 
(3) Adjusted income taxes have been estimated based on the ratio of 

reported income taxes to reported income before taxes. Net operating loss 

~ 
carry forwards were applied to income before income taxes for the year 
ended June 30, 1972. 
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· Hospital Operations revenues and expenses and net income for the years ended June 30, 

1972 ~ough 1982 were estimated by adjusting JMHC Statements of Income. for the years ended 

June 30, 1972 through 1982. 

Hospital Operations adjustment began with JMHC Income Before Income Taxes. 

Building Depreciation, Interest on Senior Debt and on the Junior Debt relate building and land 

ownership. JMHI did not own buildings or all of the land and, therefore, building and certain 

land ownership expenses have been excluded. (Annual Building Depreciation is reported within · 

Accumulated Depreciation on the JMHC Balance Sheets for fiscal years through 1975 .· Senior.'. 

Debt and Junior Debt ending balances and the related interest rate of six percent are reported in 

the notes to JMHC Financial Statements for the years ended June 30, 1972 through 1975.) 

On July 1, 1975 JMHC entered an agreement with JMHJV whereby all of the land and 

) buildings owned by JMHC was acquired by JMHJV. Concurrently, .TMHC- entered into a lease 
·····"" 

agreement with .JMHN to rent facilities. Therefore, Statements of Income after July 1, 1975 do 

not include Building Depreciation and Rent of Land, and include lease payments of $112,000 for 

fiscal years 1976 through 1980 and $230,478 for fiscal years 1981 and 1982. 

Rent of Land, Building and Equipment, as reported in supplemental schedules of the 

JMHC Financial Statements, and lease payments made by JMHC under a lease agreement for the 

building and parking facilities entered into with Jefferson Memorial Hospital Joint Venture and 

related to Land Leases have been excluded and replaced with lease payments, as set forth in the 

1966 Hospital Lease of and the 1966 Land Leases and as set forth in the notes to financial 

statements for the 1968 Hospital Lease. (Interest expense related to untimely payment of leases 

has not been included.) 
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Lease payments were · calculated based on JMHI Leases, including increases in 

accordance with the tenns of the respective leases. The 1966 Hospital Lease and Land Lease # 1 

' 
called for ren~ ··increases each tenth anniversary based on the fluctuations· in the "Wholesale 

Price Index", ~1. Co~~dities .. (The "Wholesale Price Index" was effectively replaced with the 

"Producer Price Index'~~) ; Rental increases ft?r the 1966 Hospital Lease, the 1968 Hospital Lease, '.,· ' . 
. · .. 

· Land Lease #l_l and ;.~'BD:d ;L~8s~.d!2 .were calculated using Produ~er Price Indexes, Finished, 
•. I ~ . ~· ~· ·, : I • I • ' • I 

consuMer Goods Exclli~g io~d.' · · ·. · 

. Amorti7atio~ ~i~2;~~~::1oss on disposal of land and building, and losses from Lost · · 

·Creek Partn~p do:~~i~~::~ Hospi~ oPerations and were excluded from Income Before 
' . - .. ·. . . 

' 

Income Taxes ... 
' ·:,<!·.·.·.. . 
' ,· : ~< .... ' 

Interest. expen.Se on the Subordinate Loan was calculated at 9.75 percent, based on then 

prevailing interest rates. · 

Adjusted income taxes have been estimated based on the ratio of reported income taxes to 

reported income before . income taxes and subtracted from Adjusted Income Before Income 

Taxes. 

Balance Sheets·. 

Hospital Operations balance sheets were estimated by adjusting JMHC Balance Sheets as 

of June 30, 1972 through 1982 to estimate the assets and liabilities related to Hospital Operations 

and to include Hospital Operations Net Income. Hospital Operations Balance Sheets (JMHC 

Balance Sheet amounts are in bold) are summarized as follows: 
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:) .... ~.··. ~ .... .. . 
Balance sheet accounts in bold type are amounts reported on the JMHI balance sheet as 

of June 30, 1971 and on JMHC balance sheets as of June 30, 1972 through 1982. Net changes in 

asset, liability and shareholders' deficit accounts are added to or subtracted froJ;n the ending cash 

balance for the prior year to calculate the estimated cash balance for the current year. 

Adjusted Hospital Operations Net Income and Adjusted Income Taxes are reflected in 

Retained Deficit and Income Taxes Payable, respectively. 

Plant and equipment, net, includes $147,456 for all of the land, although as of June 30, 

1973 Jlv1HI owned only approximately twentY percent of the land. Twenty percent of the land 

indicates value of$29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1973 

was based on the value of the land doubling, indicating value of $58,982 ($147,456 x .20 x 2). 

Inclusion of land of$147,456 overstates Hospital Operations' assets. 

' 
Hospital Operations did not generate sufficient cash to maintain appropriate cash reserves 

) 
(working capital, funded depreciation, and debt service reserves), to fully compensate officers 

and professional administration and to make additions of buildings and certain equipment. 

(Payments to fully compensate officers and professional administration would have reduced 

Hospital Operations cash flow and may not have lead to additional revenue.) During the years 

ended June 30, 1972 through 1982 Hospital Operations did not make payments on certain Lease 

Agreements and during the years ended June 30, 1973 through 1982 Hospital Operations did not 

make payments on Bonds Payable. 

Hospital Operations were supported by the physicians and staff of Jefferson Memorial 

Hospital and by a cash infusion of$221,260 during the year ended June 30, 1973. (During fiscal 

year 1973, JMHC sold 60,000 shares of its common stock for $221,260.) The cash infusion has 

been considered as a subordinate loan to Hospital Operations. 
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(j Liquidation as of March 31. 1982 

As of March 31, 1982 (June 30, 1982), Hospital Operations are estim~ted to result in total 

assets of approximately $2,982,215, total liabilities of approximately $1,727,531 and total 

shareholders' equity of approximately $1,254,684. Liquidation of the business of JMHI as of 

March 31, 1982 would be expected to have resulted in realization of cash in amounts less than 

reflected in the balance sheet· accounts. Liquidation of the business of JMHI as of March 31, 

1982 is estimated to result in net proceeds of approximately $1,254,000. 

Balance as of September 30. 1999 

Investment of $1,254,000 from Aprill, 1982 through September 30, 1999 at an average 

annual rate of return of 13.35 percent results in assets with a pretax value of approximately 

$11,142,000. The investment gains of $9,888,000 ($11,142,000- $1,254,000) would be subject 

to taxes, estimated to be $2,571,000 ($9,838,000 x 26.0 percent). The balance as of September 

30, 1999 is estimated to be $8,571,000 ($11,142,000- $2,571,000). 

The balance as of September 30, 1999, based on an annual rate of 9.0 percent, is 

estimated to be $4,493,000. 
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~-··· ... Hospital Lease Through December 31, 1992 

We have prepared an accounting of the assets of JMHI 1) based on continuation of 

Hospital Operations (effectively investment of the net assets of as of June 30, 1971 in Hospital 

Operations) through March 31, 1982 and on no longer participating in Hospital Operations to 

"wind up or liquidate the business" as of March 31, 1982, 2) based JMHI participating in leasing 

or sub-leasing land, buildings and equipment to Health Group of Virginia, Inc. as of March 31, 

1982 and to Fairfax Hospital Association as of July 31, 1985 through December 31, 1992, and 3) 

based on investing net assets through September 30, 1999 generating an average annual rate of 

re~ of 13.35 percent and, alternatively, at an annual rate of9.0 percent. 

JMHI's history of untimely lease payments, financial operations and failure to maintain 

pace with the hospital industry; the tenns of the 1966 Hospital Lease; and the different land and 

buildings subject to the 1966 Hospital Lease, the HGV Lease and the F~ax Lease: indicate that 

JMHI would not have had a sufficient bargaining position to participate in leasing or sub-leasing 

to HGV or to Fairfax Hospital Association. 

JMHI operated Jefferson Memorial Hospital through June 30, 1971 and JMHC 

effectively operated Jefferson Memorial Hospital through ·March 31, 1982, when Hospital 

Operations were relinquished to Health Group of Virginia, Inc., from the base of net assets of 

JMHI. JMHI did not own the Hospital building, all of the land, or all of the equipment used in 

the Hospital Operations, but had leased the Original Hospital Building (the 1966 Hospital Lease) 

and the 1968 Addition (the 1968 Hospital Lease), certain land and certain equipment. 

The 1966 Lease required JMHI "to use the Leased Premises for the conduct and 

operation of a hospital center ... " and set forth "The Leasee (JMHI) may not sublet the Leased 
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'. 

Premises, or any portion thereof, without the written consent of the Lessor (Jefferson Memorial 

Hospital Associates)." 

JMHI did not use the Leased Premises for the conduct and operation of a hospital center 

upon JMHI's dissolution on or about Aprill8, 1973 or, when JMHC relinquished operations of 

Jefferson Memorial Hospital to HGV as of March 31, 1982. 

As of April 1, 1982 Hospital Operations had not generated sufficient cash to make timely 

lease payments, to maintain appropriate cash reserves, to fully compensate officers and 

professional administration and to make additions of buildings and certain equipment. Further, 

M~clical staff physicians did not maintain pace with the rapidly changing and increasingly 

sophisticated hospital industry. Therefore, Hospital Operations were appropriately relinquished 

to HGV. 

As a result of the historical lease payment arrearages, of not generating sufficient cash, 

and of not maintaining pace with the hospital industry, JMH1 would not be expected to be able to 

continue the conduct and operation of a hospital center and would not be expected to participate 

in leasing or sub-leasing. the Leased Premises. Further, there is no indication that JMHN (or 

JMHA or JMHC) would have permitted JMH1 to sublet interests in the 1966 Hospital Lease or 

other leases. 

Beginning Net Assets - June 30. 1971 

The accounting assets and liabilities as of June 30, 1971 related to Hospital Operations 

are set forth on the June 30, 1971 .JMHI Balance Sheet. The Court found that JMHI "had value 

as a 'going concern' with growing revenues but an erratic pattern of net earnings", however, ''the 

value of the corporation (JMHI) did not exceed its liabilities." Further, the Court found "the 

assets remained in JMHI until its dissolution" on or about April 18, 1973. 
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The accounting assets and liabilities related to Hospital Operations as of April 18, 1973 

are estimated b~ed on continued Hospital Operations through JW1e 30, 1973 from the base of net 

assets of JMHI .·as of June 30, 1971. JMHI's Balance Sheet as of June 30, 1971 is summarized as 

follows: 

Cash 
Notes Receivable 

. Accounts Receivable (Net) 
· Accrued Interest Receivable 

Inventories . · 
· Plant and Equipment (Net) 

'Land 
Land Improvements 
Fixed Equipment 
Major Movable Equipment 

Total Plant and Equipment (Net) 
Other Assets 

Total Assets 

Liabmties and Shareholders' Qeficit 

Accounts Payable 
Contract Payable 
Accrued Expenses 
Provision for Contractual Adjustments 
Notes Payable 
Lease Agreement 
Bond Payable 
Advance Deposits 
Funds Held in Escrow 

Total Liabilities 
Shareholders' Equity (Deficit) 

Donated Capital 
Retained Deficit 
Total Shareholders' Deficit 

Total Liabilities and Shareholders' Deficit 

$147,456 
1,395 

88,213 
196 261 

$ 56,247 
4,600 

741,431 
7,239 

20,152 

433,325 
29757 

$ 1,292,751 

$ 289,913 
183,196 
142,701 
280,111 
84,503 

280,000 
319,000 
102,000 

3 895 

$ 1,685,319 

20,051 
(412 619) 
(392 568) 

$ 1,292,751 

Total Liabilities exceeded Total Assets and exceeded the value of the corporation and JMHI 

reported Total Shareholders' Deficit of($392,568) as of June 30, 1971. 
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Land of $147,456 includes all of the land at 4600 King Street, although as of June 30, 

1971, JMHI owned only approximately twenty percent of the land. Twenty. percent of the land 

indicates value of$29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1971 

was based on the value of the land approximately doubling, indicating value of $58,982 

($147,456 x .20 x 2). Inclusion of land of$147,456 overstates JMHI's assets. 

Hospital Ooerations Through March 31, 1982 

From the base of net assets as of J':llle 30, 1971, Hospital Operations of Jefferson 

Memorial Hospital continued. Receipts and disbursements related to Hospital Operations were 

effectively included within JMHC Statements of Income and within JMHC Balance Sheets for 

the years ended June 30, 1972 through 1982. 

Statements of Income 

·. JMHC Statements of Income for the fiscal years ended June 30, 1972 through June 30, 

1982 (the date closest to the March 31, 1982 when Hospital Operations were relinquished to 

HGV, for which fmancial statements have been available) effectively included revenues and 

expenses related to Hospital Operations. .TMHC Statements of Income included Hospital 

Operations and the operations of Jefferson Memorial Hospital Associates (JMHA), a partnership 

which owned the Hospital building and portions of the land, through July 1975. 

JMHC Statements of Income adjusted to estimate Hospital Operations for the fiscal years 

ended June 30, 1972 through June 30, 1982 are summarized as follows: . 
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Yea ErldaS JIUic lO. 

~ 
1m 1m .!!!.:! 1m !21§ 1m ~ ~ f!!! !!!! ~ 

JMHCS~maaea~~ ol'laccme 
RCM:nuc mm Scmccs to P=1cnts s 4,454,092 4,749,445 5.337.784 6.303.817 6.9SI,S98 7.673,657 8.594.874 9.584.189 1131.1S7 14.054.093 11.916.758 
Other Opcrmng Income ~ ____ruu ~ ~ ~ -W.:! ~ ~ !7094 ~ ~ 

, .•. ~ Total RfM:nuc: 4.SOI.MO 4,794.560 5.311!.675 6.349.863 6.986.Sil0 7.679.471 8..611.841 9.593.~1 IIJOII~I 14,088.093 11.955.086 zJ DeductiOns fivm RCMm~c ~ 548525 896937 857337 804652 ~ 1.031.11:: ~~.m ~ U34.6l5 1~7.458 

Ncs ()pcr;zans R.cM:mic 3.966.114 4,:!46.035 4,485.738 5.49"..526 6.181.938 6.821.011 7..580..7:9 8,316.089 9,748.375 11.753.458 IO.S7.6:!8 

()pa.mns Expmscs 

~ Hospl1al Opaamg Expenses 3,586.124 3,774,403 4;!41.784 5.047.324 5.5'71,363 6,245.457 6.893.440 7,650.414 a:xn.rm 10.809.340 9.070.778 
[)eprca;eon l9.9l0 41.410 12394 84,948 S9.J41 64,361 65.618 n.rn 84.180 9'J.S93 80.687 
RcntoFUncl :!0.006 :!0.373 21.055 
Rem orl.azld. Badding and Equipm= 19,844 ISO.JOS 159.0'13 111.691 3Xl.073 )40.349 535.089 -'37.138 
Taxes-olhcr lhan hynXI and Income ____.gm ___gm ---.!:!l.m. 67.380 ~ 71.888 7'-924 80.432 ~ 136..S93 --.!!!:!E 

Total Opaz:ins &pcmcs 3.689,7:!1 3.!XJ1,998 4,395,318 5.215.70'7 5.SSI.I80 6.540.781 7:JJ1J.673 S.«M.496 9,435,959 11.5'74.615 9.108.J.I0 

Net Clpcalmg lDcosnc 276393 343.037 90.530 276.819 3l0,758 2S0.230 377.056 311.593 312.416 1'18.843 em .:sa 

~ 
Odlcr Income (Expense) 

Od=fnccme 52.806 12..024 ZUII 10,384 4.181 12..028 13.46! 13,0$1 5,148 51.S.W 87.388 
Olbcr Expmses 

lmaat (93,812) (16,560) (76.423) (71.404) (57,670) (65.,545) (63.588} (64.252) (61,500) (61.0116) (81;!518) 
Amoclialian or Goodwill (ll.J79) (11.377) (I I.J77) (JI.J77) (11.)7'7) (11.377) (11.484) (ll.J77) (ll.J71) (ti.J77) (tl.377) 
Loss oa DiqlaA1 orEquipmcnt (994) (307) (1.645) (6.731) (13.643) (1.896) (lO,S32) (10.916) 1.090 398 
Miscdlazleaus (2..176) (2.010) (7,559) (482) (1.135) 
Loss &am Pamaship- Last Cndc (110,6Z3) (S0.718) (26.,355) (29,148) 
Loss on Dispo3al ort.llld me! Buildir!s (51.840) 
Medical Educaional Expcma (35.549) 
c~ (1.000) 
Oepn:csazioa (27.0116) 
Rem l.aDd .t. Bldg. IIICl Equip. (25.774) 
Taxes- ather~ Pllyron IIICl tnc:omc --- --- --- ~ 

Nee Olhcr lncocne (Expmsc) (55.615) (18.230) (74.793) (79,610) (130)49) (67!}'15) (252.765) (124;%!2) (9".,.994) (49,319) (9',.971) 

Income Bcfo~ fnc:omc Taxes %20,778 264,807 15.737 197.209 200,401) 212,30S 124.291 187,371 219.422 129.464 884.317 

fncome Taxes _.Jb!§! ~ 5~9 74.795 87.382 97.177 ~034 60.230 ~ 33.685 ~ 
f1t\ N~fncomc s 208.009 139,.974 10,388 122.414 113.027 115.128 76Z7 1%7.141 ~ 95.719 ~ 

laspita ()pcntial AdjaCIDCats 
· ·, fnccmc BefUre ltloamc Taxes s %20,778 264.807 15,737 197.209 200,401) 212,305 124.291 187,.371 219.422 129.464 884.317 

} Plus: 
Building Deprcci;aion 32.214 32.214 32,214 32,214 
Rcmofl.znd 20.006 20,.373 21,055 
Rem orUrut. Builclias aad Equipmatt 19,844 

~ lntaest oa Sazior Debt (I) )4.949 32..738 30.,316 27,895 
Interest 01'1 Jll:llior DEbt (2) 3,.838 3.450 3.025 2.599 
Amomzlzion ofOoodwill II.J79 11,377 11.377 11,377 11.377 11,377 11.484 11,377 11)17 11,377 11.377 

8uiJctins Lease 112.000 112-CXXI 112,.000 112,.000 112..00> 230,748 %30.748 
Land Lease, 1 25,848 25.848 25.848 25.848 25.848 25,848 25,848 
Land Lease 112 3.988 3.,988 3.988 3.988 3.988 3,988 3,988 
Loss oa DiqlaA1 orUncS and BuiJdins 51.840 
Loss 6vm ~ip- LostCRdt 170.6ZJ 50,718 26,.JSS 29,148 

Less: 

~ 
Lease hyman 

1966 Haspal La:sc (10,940) (80.940) (!0,940) {80.940) (134,109) (134,109) (134.109) (134,109) (134.109) (134,109) (134.109) 
1968 Hospazl AddiDon (11.232) (11.232) (11.232) (11.232) (18.610) (18.610) (18,610) (18..610) (18.610) (18.610) (18,610) 
La:nd Lease Jl (15,600) (15.600) (15.600) (15,600) (25.848) (25.848) (25.848) (25.848) (25.848) (25.848) (25,848) 

Lmdl.casell2 (2..40'7) (2..40'7) (2..407) (2..407) (3.988) (3.988) (3.5188) (3.988) (3,988) (3.988) (3,988) 
Subonlcnatc Losn --- --- (21.5'73) (23.676) (25.985) ~ Q1.299) (34.350) ~ (41.375) (45.409) 

AdJusted Income BeieR Income Taxes .212..823 254,413 (18.710) 158.494 196,922 IS4.44S 234.380 174.397 178.136 206.643 92:8,314 
AdJusted fncocnc Taxes (3) ~ --.J.!.2.I'§ (6.361} 60069 ~ ~ 22,411 __run ~ __am 440021 

~ 
lbpicll OpenDaa Net a- s 20Q.419 134.584 (12.349) 98.425 lll.064 83.709 143,5109 118..416 ~ 152.916 4811.293 

( 1) Senior Debt principal x 6 percent interest 
(2) Junior Debt principal x 6 percent interest 
(3) Adjusted income taxes have been estimated based on the ratio of 

reported income taxes to reported income before taxes. Net operating loss 
carry forwards were applied to income before income taxes for the year 
ended June 30, 1972. 
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Hospital Operations revenues and expenses and net income for the years ended June 30, 

1972 through 1982 were estimated by adjusting JMHC Statements of Income. for the years ended 

June 30, 1972 through 1982. 

Hospital Operations adjustments began with JMHC Income Before Income Taxes. 

Building Depreciation, Interest on Senior Debt and on the Junior Debt relate to building and land 

ownership. JMHI did not own buildings or all of the land and, therefore, building and certain 

land ownership expenses have been excluded. _(Annual Building Depreciation is reported on the 

JMHC Balance Sheet within Accumulated Depreciation. Senior Debt and Junior Debt ending 

balances and the related interest rate of six percent are reported in the notes to JMHC Financial 

Statements for the years ended June 30, 1972 through 1975.) 

On July 1, 1975 JMHC entered an agreement with JMHJV whereby all of the land and 

buildings owned by JMHC was acquired by JMHJV. Concurrently, JMHC entered into a lease 

agreement with JMHN to rent facilities. Therefore, Statements of Income after July 1, 1975 do 

not include Building Depreciation and Rent of Land, and include lease payments of $112,000 for 

fiscal years 1976 through 1980 and $230,748 for fiscal years 1981 and 1982. 

Rent of Land, Building and Equipment, as reported in supplemental schedules of the 

JMHC Financial Statements, and lease payments made by nv1HC under a lease agreement for the 

building and parking facilities entered into with Jefferson Memorial Hospital Joint Venture and 

related to Land Leases has been excluded and replaced with lease payments, as set forth in the 

1966 Hospital Lease and the 1966 Land Leases and as set forth in the notes to financial 

statements for the 1968 Hospital Lease. Interest expense related to untimely payment of leases 

has not been included. 
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/·-:) 
·,'-;;.:.:.' Lease payments were calculated based on JMHI Leases, including increases in 

accordance with the tenns of the respective leases. The 1966 Hospital Lease_and Land Lease #1 

called for rental increases each tenth anniversary based on fluctuations in the "Wholesale Price 

Index", All Commodities. (The "Wholesale Price Index" was effectively replaced with the 

"Producer Price Index".) Rental increases for the 1966 Hospital Lease, the 1968 Hospital Lease, 

Land Lease # 1 and Land Lease #2 were calculated using Producer Price Indexes, Finished 

Conswner Goods Excluding Food. 

Amortization of Goodwill, loss on disposal of land and building, and losses from Lost 

Creek Partnership do not relate to Hospital Operations and were excluded from Income Before 

Income Taxes. 

Interest expense on the Subordinate Loan was calculated at 9.75 percent, based on then 

) prevailing interest rates. 

Adjusted income taxes have been estimated based on the ratio of reported income taxes to 

reported income before income taxes and subtracted from Adjusted Income Before Income 

Taxes. 
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Q Sub-Leasing from July 1. 1982 through December 31, 1992 

Health Group of Virginia, Inc. 

. ) 

Health Group of Virginia, Inc. (HGV) leased the land, building and related equipment, 

furniture an~ fixtures and non-clinical replacement for a term of ten years and one month 

commencing Aprill, 1982. The annual rent for the fli'St five years was $1,000,000. As of April 

1, 1982, the buil~ included significant additions to the Original Hospital Building and 1968 

Addition. HGV ~o pur~hased all '·patient a~counts receivable, certain moveable equipment, 
..• j ·• 

inventory and prepaid :expenses, as of March 31, 1982. In addition, HGV was responsible for 

payment of taxes, . insurance, repairs, maintenance costs, utilities, replacement of fixtures and 

equipment. HGV required construction of additional g~neral-acute care space and additional 

Medical Office Building space . 

Concurrent with the lease of the Hospital building to HGV, Jlv.fHC's lease agreement 

with JMHN was amended to provide that the annual rent would increase to $900,000 and in 

consideration JMHJV would build additional space, including general-acute care space, and 

assume other responsibilities. JMHI would not have had funds or debt capacity to finance 

construction of additional general-acute care space or a Medical Office Building. 

Fairfax Hospital Association 

On July 31, 1985 Fairfax Hospital Association (Inova) acquired all of the outstanding 

stock of Health Group of Virginia, Inc., which operated Jefferson Memorial Hospital. Fairfax 

Hospital Association leased the land, building (the main hospital building, the entire fourth floor 

of the nursing wing addition, and the space leased in the Medical Office Building which includes 

the third floor and· suites (Unit 45 -December 1, 1986 and Unit 40 -November 30, 1992), all of 
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which were then utilized in the operation of Jefferson Memorial Hospital) and related equipment, 

furniture and fixtures for a term of twenty years and three months commencing July 31, 1985. 

The annual rent for fiscal years 1986 and 1987 was $1,000,000 and for fiscal years 1988 through 

December 31, 1992 was $1,200,000. In addition, the annual rent for the fourth floor addition 

was $375,000. Fairfax Hospital Association was responsible for payment of taxes, insurance, 

repairs, maintenance costs, utilities and replacement of fixtures and equipment. 

Allocation 

The Jfvfill Leases (1966 Hospital Lease, 1968 Hospital Lease and Land Leases), the : 

HGV Lease, and the Fairfax Lease included certain land and certain buildings summarized as 

follows: 

~ JMHI HGV Fairfax 
]&§§ Las Las 

Land X X X 

·· .. 
) Hospital Building X X X 

Hospital Addition X X X 
~ 

Intensive Care Unit X X 

Georgetown Lab X X 

Hospital Addition - Fourth Floor X 

Medical Office Building - Third Floor X X 

Medical Office Building - Suites X 
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Income Before Income Taxes (total rent paid by HGV and by Fairfax Hospital 

Association, less lease payments) has been allocated to JMHI based on· payments and on 

buildings subject to lease summarized as follows: 

fmVL~~~ 

Lease Amount 
Less: 

Third Floor (22,000 x $20.83) 
Fourth Floor 

Ammm1 
$ 1,000,000 

(458,260) 

$ 541,740 

~ 
100.0% 

45.8 

54.2 
= 

E1h:fuL=s~ 
Am.mm1 fsmn.t 

s 1,375,000 100.()0;'1, 

(458,260) 33.3 
(375,000) 27.3 

541,740 39.4 
= 

The Third Floor, Auditorium and Office subject to lease included approximately 22,000 

square feet. The estimated lease rate of$20.83 per square foot is based on the Fourth Floor lease 

payment of$375,000 divided by 18,000 square feet included on the Fourth Floor. 

Income taxes have been estimated to be 35 percent of Allocated Income Before Income 

Taxes. 

Net Income based on the hypothetical sublet of the 1966 Hospital Lease and other leases 

and participation in Income Before Income Taxes are summarized as follows: 
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) } } } } ) _) } 

\ 
'·-

Six Months 
Ended 

Years Ended June 30, December 31, 
1983 1984 !W 1986 1987 illl 1m .l22Q 1991 1992 1992 

Revenue 
Lease Agreement - tiGV 

Rent $ 760,000 760,000 760,000 
Additional Renl 240,000 240,000 240,000 

Lease Agreement • Fairmx Hospilal (lnova) 
Fourth Floor 375,000 375,000 375,000 375,000 375,000 375,000 375,000 187,500 
Remainder of Premises 110001000 110001000 112501000 112501000 112501000 112501000 112501000 8751000 

Total Revenue 1,000,000 1,000,000 1,000,000 1,375,000 1,375,000 1,625,000 1.625.000 1,625.000 1,625,000 1,625,000 1,062,500 

Lease Payment (900.000) (900.000\ (900.000) Cl.237.S00l Cl.237.500l lt.462.500l Cl.462.500) (I .462.500) (1.462 SOO> ( l .462,500> (956 2501 

Income Before Income Taxes 100.000 100,000 1001000 137,500 1371500 1621500 1621500 162,500 162,500 162,500 106,250 

Allocation Percent 54.2% 54.2% 54.2% 39.4% 39.4% 39.4% 39.4% 39.4% 39.4% 39.4% 39.4% 

Allocated Income Before Income Taxes 54,200 54,200 54,200 54,175 54,175 64,025 64,025 64,025 64,025 64,025 41,863 

VI 
....,J Income Taxes 18,970 11,970 1121!1 18,961 18.961 a2.4o9 22.~09 22,409 22,409 22409 146~2 

Net Income $ J~ ~JQ J~~JD J~ ~JQ 3~ ~~~ 3~~~· dl616 ~1616 ~I tilti ~· 616 dl616 ~l~ll 



) 

Balance Sheets 

Hospital Operations balance sheets were estimated by adjusting JMHC Balance Sheets as 

of June 30, 1972 through 1982 to estimate the assets and liabilities related to Hospital Operations 

and to include Hospital Operations Net Income. Hospital Operations balance sheets for the 

period June 30, 1983 through December 31, 1992 were estimated based on the hypothetical 

subleasing of the 1966 Hospital Lease and other leases. Hospital Operations Balance Sheets 

(JMHC Balance Sheet amounts are in bold) are summarized as follows: 

58 
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<) Balance sheet accounts in bold type are amounts reported on the JMHI balance sheet as 

of June 30, 1971 and on JMHC balance sheets as of June 30, 1972 through 1982. Net changes in 

asset, liability and shareholders' deficit accounts are added to or subtracted from the ending cash 

balance for the prior year to calculate the estimated cash balance for the c~ent year. 

Adjusted Hospital Operations Net Income and Adjusted Income Taxes are reflected in 

Retained Deficit and Income Taxes Payable, respectively. 

Plant and equipment, net, includes $14'7,456 for all of the land, although as of June 30, 

1973 JMID owned only approximately twenty percent of the land. Twenty percent of the land 

indicates value of$29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1973 

was based on the value of the land doubling, indicating value of $58,982 ($147,456 x .20 x 2). 

Inclusion of land of $14 7,456 overstates Hospital Operations' assets. 

) Hospital Operations did not generate sufficient cash to maintain appropriate cash reserves 

(working capital, funded depreciation and debt service reserves) to fully compensate officers and 

professional administration and to make additions of building and certain equipment. (Payments 

to fully compensate officers and professional administration ~ould have reduced Hospital 

Operations cash flow and may not have lead to additional revenue.) During the years ended June 

30, 1972 through 1982 Hospital Operations did not make payments on certain Lease Agreements 

and during the years ended June 30, 1973 through 1982 Hospital Operations did not make 

payments on Bonds Payable. 

Hospital Operations were supported by the physicians and staff of Jefferson Memorial 

Hospital and by a cash infusion of$221,260 during the year ended June 30, 1973. (During fiscal 
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year 1973, JMHC sold 60,000 shares of its common stock for $221,260.) The cash infusion has 

been considered as a subordinate loan to Hospital Operations. 

As of March 31, 1982 (June 30, 1982), Hospital Operations are estimated to result in total 

assets of approximately $2,982,215, total liabilities of approximately $1,727,531 and total 

shareholders' equity of approximately $1,254,684. Liquidation of the business of JMHI as of 

March 31, 1982 would be expected to have resulted in realization of cash in amounts less than 

reflected in the balance sheet accounts. Liquidation of the business of JMHI as of March 31, 

1982 is estimated to result in net proceeds of approximately $1,254,000 . 

.TMHI net proceeds of $1,254,000 (June 30, 1982 Shareholders' Equity) have been 

included in an Investments account included on the balance sheet. The $1,254,000 Investment is 

estimated to generate an average annual rate of return of 13.35 percent and, alternatively, an 

average annual rate of9.0 percent. 

Therefore, the remaining balance sheet accounts are Cash, Investments, Unrealized Gain 

on Investments, Income Taxes Payable and Shareholders' Equity. The net income from Hospital 

Leasing is included in Shareholders' equity on the June 30, 1983 balance sheet. 

Liquidation as of December 31, 1992 

As of December 31, 1992, Hospital Operations and Hospital Leasing are estimated to 

result in total assets of approximately_ $5,476,463, total liabilities of approximately $14,652 and 

total shareholders' equity of approximately $5,461,811. Liquidation of the business of JMHl as 

of December 31, 1992 is estimated to result in net proceeds of approximately $5,461 ,811. 

Balance as of September 30, 1999 

Investment of $5,461,811 from January 1, 1993 through September 30, 1999 at an 

average annual rate of return of 13.35 percent results in assets with a pretax value of 
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approximately $12,744,000. The investment gain of $11,098,000 ($12,744,000 - $1,646,042) 

would be subject to taxes, estimated to be $2,885,000{$11,098,000 x 26.0 percent). The balance 

as of September 30, 1999 is estimated to be $9,859,000 ($11,098,000- $2,885,000). 

The balance as of September 30, 1999, based on an average annual rate of 9.0 percent, is 

estimated to be $5,370,000. 

Alternatively, we hav~ prepared an accounting of the assets of JMHI for periods after 

March 31, 1982, based on JMHI receiving net proceeds of $100,000 to buy out interests in the 

1966 Hospital Lease and 1968 Hospital Lease.· 

JMHI' s history of untimely lease payments, financial operations and failure to maintain 

pace with the hospital industry; the terms of the 1966 Hospital Lease; and the different land and 

buildings subject to the 1966 Hospital Lease, the HGV Lease and the Fairfax Lease: indicate that 

JMHI would not have had a sufficient bargaining position to participate in leasing (or sub-

leasing) to HGV or to Fairfax Hospital Association or to negotiate payment of net proceeds of 

$100,000. 

Liquidation of the business of JMHI as of March 31, 1982 plus $100,000 is estimated to 

result in net proceeds of approximately $1,354,000. Investment of $1,354,000 from April 1, 

1982 through September 30, 1999 at an average annual rate of return of 13.35 percent results in 

assets with a pretax value of approximately $12,031,000. The investment gain of $10,677,000 

($12,031,000- $1,354,000) would be subject to taxes, estimated to be $2,776,000 ($10,677,000 x 

26.0 percent). The balance as of September 30, 1999 is estimated to be $9,255,000 ($12,031,000 

- $2,776,000). 

The balance as of September 30, 1999, based on an average annual rate of 9.0 percent, is 

estimated to be $4,850,000. 
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( ·-) Hospital Settlement Through September 30, 2005 
'-. .... · 

We have prepared an accounting of the assets of JMHI 1) based on continuation of 

Hospital Operations (effectively investment of the net assets as of April 18, 1973 in Hospital 

Operations) through March 31, 1982 and on no longer participating in Hospital Operations to 

"wind up or liquidate the business" as of December 31, 1982, 2) based on JMHI participating in 

leasing or sub-leasing land, buildings and equipment to Health Group of Virginia, Inc. as of 

March 31, 1982 and to Fairfax Hospital Association as of July 31, 1985 through December 31, 

1992, 3) based on JMHI participating in payments under the Letter Agreement and Settlement 

Agreement between !nova and JMHN through September 30, 1999, and 4) based on investing 

net assets through September 30, 1999 generating an average annual rate of return of 13.35 

percent and, alternatively, at an annual rate of9.0 percent. 

JMHI operated Jefferson Memorial Hospital through June 30, 1971 and JMHC 

effectively operated Jefferson Memorial Hospital through March 31, 1982, when Hospital 

Operations were relinquished to Health Group of Virginia, Inc., from the base of net assets of 

JMHI. JMHI did not own the Hospital building, all of the land, or all of the equipment used in 

the Hospital Operations, but had leased the Original Hospital Building (the 1966 Hospital Lease) 

and the 1968 Addition (the 1968 Hospital Lease), certain land and certain equipment. 

The 1966 Lease required JMHI "to use the Leased Premises for the conduct and 

operation of a hospital center ... " and set forth "The Leasee (JMHI) may not sublet the Leased 

Premises, or any portion thereof, without the written consent of the Lessor (Jefferson Memorial 

Hospital Associates)." 
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\illj) JMH1 did not use the Leased Premises for the conduct and operation of a hospital center 

upon JMHI's dissolution on or about April 18, 1973 or, when JMHC relinquished operations of 

Jefferson Mem~rial Hospital to HGV as of March 31, 1982. 

As of April 1, 1982 Hospital Operations had not generated sufficient cash to make timely 

lease payments, . to : maintain : appropriate cash reserves, to fully compensate officers and 

professional administration an~ to make additions of buildings and certain equipment. Further, 

Medical staff· physicians did ·not :maintain pace with the rapidly changing and increasingly 
. . · .. 

sophisticated hospital ind~: .. TJ:te~efore, Hospital Operations were appropriately relinquished 

to HGV. Thereby~' .JMHI :wouid not be expected to participate in any payment:S at least after 

March 1982. 

As a result of the historical lease payment arrearages, of not generating sufficient cash, 

and of not maintaining pace with the hospital industry, JMHI would no~ be expected to be able to 

continue the conduct and operation of a hospital center and would not be expected to participate 

in leasing or sub-leasing the Leased Premises. Further, there is no indication that llvfHN (or 

JMHA or JMHC) would have permitted JMHI to sublet interests in the 1966 Hospital Lease or 

other leases. Therefore, JMHI would not be expected to participate in any payments at least after 

March 1982. 

Beginning Net Assets- June 30, 1971 

The accounting assets and liabilities as of June 30, 1971 related to Hospital Operations 

are set forth on the June 30, 1971 JMHI Balance Sheet. The Court found that JMHI "had value 

as a 'going concern' with growing revenues but an erratic pattern of net earnings", however, "the 

value of the corporation (JMHI) did not exceed its liabilities." Further, the Court found "the 

assets remained in JMHI until its dissolution" on or about April 18, 1973. 
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The accounting assets and liabilities related to Hospital Operations as of April 18, 1973 

are estimated based on continued Hospital Operations through JWle 30, 1973 from the base of net 

assets of JMHI as of June 30, 1971. JMHI's Balance Sheet as of June 30, 1971 is summarized as 

follows: 

Cash 
Notes Receivable 
Accounts Receivable (Net) 
Accrued Interest Receivable 
Inventories 
Plant and Equipment (Net) 

Land 
Land Improvements 
F_ixed Equipment 
Major Movable Equipment 

Total P1antand Equipment (Net) 
Other Assets 

Total Assets 

Liabilities and Sharebolders' Peficit 

Accounts Payable 
Contract Payable 
Accrued Expenses 
Provision for Contractual Adjusttnents 
Notes Payable 
Lease Agreement 
Bond Payable 
Advance Deposits 
Funds Held in Escrow 

Total Liabilities 
Shareholders' Equity (Deficit) 

Donated Capital 
Retained Deficit 
Total Shareholders' Deficit 

Total Liabilities and Shareholders' Deficit 

$147,456 
1,395 

88,213 
196 261 

$ 56,247 
4,600 

741,431 
7,239 

20,152 

433,325 
29 757 

$ 1,292,751 

$ 289,913 
183,196 
142,701 
280,111 

84,503 
280,000 
319,000 
102,000 

3 895 

$ 1,685,319 

20,051 
(412 619) 
(392 568) 

$ 1,292,751 

Total Liabilities exceeded Total Assets and exceeded the- value of the corporation and JMHI 

reported Total Shareholders' Deficit of ($392,568) as of June 30, 1971. 
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j 

Land of $14 7,456 includes all of the land at 4600 King Street, although as of June 30, 

1971, JMHI owned only approximately twenty percent of the land. Twenty percent of the land 

indicates value of$29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1971 

was based on the value of the land approximately doubling, indicating value of $58,982 

($147,456 x .20 x 2). Inclusion of land of$147,456 overstates JMHI's assets. 

Hospital Operations Through March 31, 1982 

From the base of net assets as of June 30, 1971, Hospital Operations of Jefferson 

Memorial Hospital continued. Receipts and disbursements related to Hospital Operations were 

effectively included within JMHC Statements of Income and JMHC Balance Sheets for the years 

ended June 30, 1972 through 1982. 

Statements of Income 

JMHC Statements of Income for the fiscal years ended June 30, 1972 through June 30, 

1982 (the date closest to the March 31, 1982 when Hospital Operations were relinquished to 

HGV, for which financial statements have been available) effectively included revenues and 

expenses related to Hospital Operations. JMHC Statements of Income included Hospital 

Operations and the operations of Jefferson Memorial Hospital Associates (JMHA), a partnership 

which owned the Hospital building and portion of the land, through July 1975. 

JMHC Statements of Income adjusted to estimate Hospital Operations for the fiscal years 

ended June 30, 1972 through June 30, 1982 are summarized as follows: 
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Yeas Enda:llunc lO. 

~ 
1m 1m 

J~IHCStakracata ol'lacomc 
!!!! ~ !!m !!!! !!Z! 1m !!12 .l.!l! !!!S 

RCMnuc mxn 5erYIIZS to Pa11au:s s 4,454.09: .J,749,44S 5Jl7.184 6..103.817 6.951.598 7,673.657 8,594,874 9..53ll89 11.31.157 14.054,093 11.916.758 
Other Opcnmglnccme ~ ~ ~ ~ )4992 ---.J.!!! ~ ~ :!'7091 ~ ~ 

('~) Tota.IRewnuc "-SSI.860 4.194.560 S.l82.67S 6.349.1163 6.!il86.S90 7,619,471 8,611,841 9.593-mt II.JO&.:!S I 14.088.093 11.955.086 
...... _ 

Deduaxms &om Rewmsc ~ __sm ~ __m.m 80S6S2 ~ 1.031.112 l.:77.m ~ 2J34.63S ~ 
Net Opcqzzng Rewnuc 3.966.114 4.;!46.035 4,48S,738 S.49"-.S26 6.181.938 6.821,011 7.58Q.n9 8.316.089 9.741.375 11.7SJ.4S8 10.687.628 

()pcr.azns &pcnscs 
HospizaJ ()pa:mna &pmscs 3.586.124 3,774,403 4.l41.184 5.00.3"...4 5.571.363 6245,457 6,893,440 7,6So.414 S!X11.WJ 10.809.340 9,070.,778 
Oepr=aion 39,9JO 41,410 72.394 84.,948 59.l41 64.363 65.611 7J.ST7 84,180 93.593 80.687 
RcntofLand 31.006 31.37J lt,OSS 
Rent of lAnd. Buildi:la &nd EqWpman 19,844 ISO.JOS 159,073 171,691 3l0.07J J40,J49 535.0&9 437.138 
Taxa-ocher dim Pq10l1 &nd Income ~ ~ ~ 62.380 70.271 ~ 72.9:!4 80.-'ll ~ ~ 119.737 

Total Opamng&penscs 3.689.721 3,90l.998 4.39SJOB 5.21~.107 5,8SI,I80 6,540.781 7~.673 8,00.,496 9,.J3S.9S9 11.574.615 9.701U40 

Net ()pcQajnglncomc %76,393 343,037 90,530 :%76.819 330,758 2SIU30 377.056 311,593 31:!.416 178,843 979.:!88 

~ Odlcr Income (&pcnsc) 

Odlcr lncacnc 52,806 12.024 22.211 1(),384 4,181 12.028 13.462 13,041 5,148 51,844 87,3118 
Olbei' Expenses 
111~ (93,872) l76,S60) (76.423) (71,404) (S7,670) (65,545) (6'3.588) (64,2SZ) (61,500) (61.096) (81.2SS) 
Amoni:zaion of Goodwill (11,379) (11,317) (11,317) (11,317) (11,317) (11,317) (11,484) (11,317) (11,377) (IIJ77) (liJ77) 
Lcm oa Disposal ofl:qlaipmcnt (994) (307) (1,645) (6,7JI) (13,643) (1,896) (20.532) (10.916) 1.090 398 
Mi:scellmoous (2.176) (2.010) (7,SS9) (482) (1,135) 
Lcm&om ~-LostCICICk (170.623) (50,718) (26JSS) (29.148} 
Lcm Oft Disposal ofl.lad and Building ; (51,840) 

~ 
Medical E4ucaional Expenses (35,549) 
ComzibuUons (1,000) 
Dcpm:iiiZion (27,096) 
Ratt Land & Bids. &nd Equip. (25,774) . 
Taxes· other~ Pllyn)U md IDcomc --- --- --- ~ 

Net Ocher IMomc {Expa!sc) (5S,61S) (78.230) (74,793) (19,610) (130,349) (67$115) (252,765) (124,222) (92,994) (49J19) (94,9'71) 

Income Bcfon: I=Dme Taxes 220,778 '1114.8111 IS,7J7 197,2(9 200.409 212JOS 124,291 187,371 219,422 129,464 884.317 

lncomc Taxa ----W§2 124.833 S.l49 74,795 87,382 97,177 48.034 60.230 ~ ~ 419.605 
Nctlncomc s 208.009 139.974 10..388 122.414 113,027 115.128 76.2S7 1%7.141 156.882 95.779 464.712 

~pa.l Opcnaicm Adjaal:lmtl 
. b:omc BetOn: lncamc. Tgcs s 220,778 li141Jfl IS.7J7 197,2(9 200.409 212JOS 124.291 187,371 219,422 129,464 884.317 
.i Plus: • 

Builcfins Depm:iaDon 32,214 32.214 32,214 32.214 
Rattofl..md 20.006 20,373 2l,OSS 
Rail ofl..md. Builcmla and fquipmcm 19,844 

~ Interest on SaUor Dcbl (I) 34,949 32,738 30,316 'Z/,895 
£rutn:st on Juaa Dl:bt (2) 3,838 3,4SO 3,025 2.599 
Amoniz:llian of Goodwill 11,379 11,377 11,377 11,377 11.377 11.377 11,484 11,377 11,377 11.317 11.377 
BWdins Lease 112,000 112,000 112,000 IIZJO) 112,00) 230,748 230,748 
Lzncl LeDc "1 25,848 25,848 25.848 25,848 25,848 25,848 25.848 
Lmd Lease 112 3,.988 3,.988 3,988 3,.988 3,988 3,988 3,988 
Loss oa Di:lposal ofLa:nd mel Bui1diDg 51.840 
Loss &em Plaulcrship • Lost c= 110..623 50,718 26.355 29,148 

Less: 

~ 
Lease Payment 

1966 Hospiral Lase (80,9$0} (80,940) (10,940) (80.5140) (134,109) (134,109) (134,109) (134,109) (134,109) (134.109) (134,109) 
1968 Hospial AddiDon (II.%J2) (1l,ZJ2) (II,ZJ2) (11..232) (18,610) (18,610) (18,610) (18,610) (18,610) (18,610) (18,610) 
Land Lease It (15,600) (15,600) (15,600) (15,600) (25.848) (25.848) (25,848) (25.848) as.~ (25.848) (25,848) 

Undl.cascll2 (2.40'7) (2.407) (2.407} (2.40'7) (3,988) (3,988) (3,988) (3,988) (3,988) (3,988) (3,988) 
SubotdiN:zc Loan (21.573) (23.676) (25.985) (28,518) (31.299) (34,350) (37,699) ~ (45.409) 

AdJusud lncamc Before Income Tllta 212,823 254,413 (18,710) 158,494 196,922 IS4,445 234,380 174,397 178.736 206.643 928.314 

AdJusted Income Taxes (3) ~ ~ (6361)~ ~ ~ ~ ~ ~ SJ i.!7 440021 

~ 
fbpitii~Ndt- s 2!l0,479 134..51M (12.349) 98..425 lll,,64 83,709 143,909 11&.416 1%7,796 ~ 481.,293 

(I) Senior Debt principal x 6 percent interest 
(2) Junior Debt principal x 6 percent interest 
(3) Adjusted income taxes have been estimated based on the ratio of 

reported income taxes to reported income before taxes. Net operating loss 
carry forwards were applied to income before income taxes for the year 
ended June 30, 1972. 
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Hospital Operations revenues and expenses and net income for the years ended June 30, 

1972 through 1982 were estimated by adjusting JMHC Statements of Income for the years ended 

June 30, 1972 through 1982. 

Hospital Operations adjustments began with JMHC Income Before Income Taxes. 

Building Depreciation, Interest on Senior Debt and on the Junior Debt relate to building and land 

ownership. JMHI did not own buildings or all of the land and, therefore, building and certain 

land ownership expe~es have been excluded from JMHC Income Before Income Taxes. 

(Annual Building Depreciation is reported on the JMHC Balance Sheet within Accumulated 

~epreciation. Senior Debt and Junior Debt ending balances and the related interest rate of six 

percent are reported in the notes to JMHC Financial Statements for the years ended June 30, 

1972 through 1975.) 

On July 1, 1975 JMHC entered an agreement with JMHJV whereby all of the land and 

buildings owned by JMHC was acquired by JMHJV. Concurrently, JMHC entered into lease 

agreements with JMHJV to rent facilities. Therefore, JMHC Statements of Income after July 1, 

1975 do not include Building Depreciation and Rent of Land, and include lease payments of 

$112,000 for fiscal years 1976 through 1980 and $230,748 for fiscal years 1981 and 1982. 

Lease payments were calculated based on JMHI Leases including increases in accordance 

with the terms of the respective leases. The 1966 Hospital Lease and Land Lease #1 called for 

rental increases each tenth anniversary based on fluctuations in the "Wholesale Price Index", All 

Commodities. (The "Wholesale Price Index" was effectively replaced with the "Producer Price 

Index".) Rental increases for the 1966 Hospital Lease, the 1968 Hospital Lease, Land Lease #1 

and Land Lease #2 were calculated using Produce Pride Indexes, Finished Consumer Goods 

Excluding Food. 
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Rent of Land, Building and Equipment, as reported in supplemental schedules of the 

~C Financial Statements, and lease payments made by JMHC under a lease agreement for the 

building and parking facilities entered into with Jefferson Memorial Hospital Joint Venture and 

related to .L.and ~e~es has been excluded and replaced with lease payments, as set forth in the 

1966 Hospital :Lease . and the .. 1966 Land Leases and as set forth in the notes to financial 

statements for .the 1968 ~ospi~ Lease. 

Amortization of. Goodwill; loss on disposal of land and building, and losses from Lost 
• . ! • .. ~ : • • • • ~ • 

Creek Partners~p d~ not relat~ :·~o. Hospital Operations and were excluded from Income Before .. 
• I ~ ' 

Income Taxes.. ·: · · 

Interest :exp_ense .. :on the :Subordinate Loan was calculated at 9. 75 percent, based on then . 

prevailing interest rates. Interest expense related to un~ely payment of leases has not been 

included. 

Adjusted income taxes have been estimated based on the ratio of reported income taxes to 

reported income before income taxes and subtracted from Adjusted Income Before Income 

Taxes. 

Sub-Leasing from July 1. 1982 through December 31. 1992 

Health Group of Virginia, Inc. 

Health Group of Virginia, Inc. (HGV) leased the land, building and related equipment, 

furniture and fixtures and non-clinical replacement for a term of ten years and one month 

commencing Aprill, 1982. The annual rent for the first five years was $1,000,000. As of April 

1, 1982, the building included significant additions to the Original Hospital Building and 1968 

Addition. HGV also purchased all patient accounts receivable, certain moveable equipment, 

inventory and prepaid expenses, as of March 31, 1982. In addition, HGV was responsible for 
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payment of taxes, insurance, repairs, maintenance costs, utilities, replacement of fixtures and 

equipment. HGV required construction of additional general-acute care space and additional 

Medical Office Building space. 

Concurrent with the lease of the Hospital building to HGV, JMHC's lease agreement 

with JMHN was amended to provide that the annual rent would increase to $900,000 and in 

consideration JMHJV would build additional space, including general-acute care space, and 

assume other responsibilities. JMHI would ~ot have had funds or debt capacity to finance 

construction of additional general-acute care space or a Medical Office Building. 

Fairfax Hospital Association 

On July 31, 1985 Fairfax Hospital Association (lnova) acquired all of the outstanding 

stock of Health Group of Virginia, Inc., which operated Jefferson Memorial Hospital. Fairfax 

Hospital Association leased the land, building (the main hospital building, the entire fourth floor 

of the nursing wing addition, and the space leased in the Medical Office Building which includes 

the third floor and suites (Unit 45- December 1, 1986 and Unit 40- November 30, 1992), all of 

which were then utilized in the operation of Jefferson Memorial Hospital) and related equipment, 

furniture and fixtures for a term of twenty years and three months commencing July 31, 1985_. 

The annual rent for fiscal years 1986 and 1987 was $1,000,000 and for fiscal years 1988 through 

December 31, 1992 was $1,200,000. In addition, the annual rent for the fourth floor addition 

was $375,000. Fairfax Hospital Association was responsible for payment of taxes, insurance, 

repairs, maintenance costs, utilities and replacement of fixtures and equipment. 
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Allocation 

The JMHI Leases ( 1966 Hospital Lease, 1968 Ho~pital Lease and Land Leases), the 

HGV Lease, and the Fairfax Lease included certain land and certain buildings summarized as 

follows: 

Land 

Hospital Building 

Hospital Addition 

Intensive Care Unit 

Georgetown Lab 

Hospital Addition- Fourth Floor 

Medical Office Building - Suites 

Medical Office Building - Third Floor 

JMHI 
~ 

X 

X 

X 

HGV 
l&m 

X 

X 

X 

X 

X 

X 

Fairfax 
Laz 

X 

X 

X 

X 

X 

X 

X 

X 

Income Before Income Taxes (total rent paid by HGV and by Fairfax Hospital 

Association, less lease payments) has been allocated to JMHI based on payments and on 

buildings subject to lease summarized as follows: 

H~VL~ fail::fgl ~ 
Ammmt ~ AnUwD1 fm.m1 

Lease Amount $ 1,000,000 100.0% $ 1,375,000 100.0% 
Less: 

Third Floor (22,000 x $20.83) (458,260) 45.8 (458,260) 33.3 
Fourth Floor (375,000) 27.3 

$ 541,740 54.2 541,740 39.4 -- = 

The Third Floor, Auditorium and Office subject to lease included approximately 22,000 

square feet. The estimated lease rate of$20.83 per square foot is based on the Fourth Floor lease 

payment of$375,000 divided by 18,000 square feet included on the Fourth Floor. 
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Income taxes have been estimated to be 35 percent of Allocated Income Before Income 

Taxes. 

Net Income, based on the hypothetical sublet of the 1966 Hospital Lease and other leases 

and participation in Income Before Income Taxes, is summarized as follows: 
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Six Months 
Ended 

Years Ended June 30, December 3 I, 
1983 1984 1985 1986 1m 1988 1989 1990 1991 1992 1992 

Revenue 
Lease Agreement • IIGV 

Rent $ 760,000 760,000 760,000 
Additional Rent 240,000 240,000 240,000 

lease Agreement • Fairfax Hospital (I nova) 
Fourth Floor 375,000 375,000 375,000 375,000 375,000 375,000 375,000 187,500 
Remainder of Premises 120001000 11000,000 1&250£000 112502000 112502000 1,2501000 1,250,000 8751000 

Tolal Revenue 1,000,000 1,000,000 1,000,000 1,375,000 1,375,000 1,625,000 1,625,000 1,625,000 1,625,000 1,625,000 1,062,500 

lease Payment (900.000) (900.000) (900.000) <1.237.500) <I .237.500> ( 1.462.500) (I 462.500) (I .462.500) (I .462.500) (1,462 500) (956 250l 

lnco01e Defore Income Taxes 100,000 100,000 100,000 137,500 137,500 162,500 162,500 1622500 162,500 162,500 106,250 

Allocation Percent 54.2% 54.2% 54.2% 39.4% 39.4% 39.4% 39.4% 39.4% 39.4% 39.4% J9.4% 

Allocated Income Before Income Taxes 54,200 54,200 54,200 54,175 54,175 64,025 64,025 64,025 64,025 64,025 41,863 
.....:a 
v.J 

18970 Income Taxes 18.970 18970 18961 18.961 22.409 22.409 22.409 22.409 22.409 14.652 

Net Income $ l~ ~JO J~~JD J~~JD J~ ~~~ 3~ ~~~ dl616 jl616 ~1616 ~16Ui dl616 ~2~11 
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Q Hospital Settlement Through September 30. 2005 

lnova I entered .. into :a . Letter; Agreement dated . October 14, 1992 and a Settlement 
'o'l ••• .. ··.·.1 ·::· . • · ·. . . . . 

. \' . . . 

Agreement dated ':J'Uly/11, 1994 with JMHJV (the Agreements). Under terms of the Agreements 
. : ', ! ·. : ; : : ~ . . ~·· . ·. . ; . 

Inova would: m~~ .: ·p~yments :to .·~, but · Inova . would not . operate Jefferson Memorial 
. . . . . . ·, ·. . . . •. . ~ . 

' • ,· I • ' ' I ~ . ~ : ' . ' ·. t' i ' ' I 

HospitaL · .. ··.·;. i··: ·<~:~ · · ·: .:· ·;: < .·.· ... 
' :1 1 

•• :~ ••• '·: ..... ;~, ,·,.: ..... t :1· ..... _.1)_.: ·.~,:.' ·~~ .. ·:·!·, • ' ' • . . ... 

Net: Income~; :·ba.Sed !on.:.the: hypotheti:cai·:participation of· JMHI in payments m1der the· 
' .' '' ' I,:·.~·/., '.• :· ... :· ... :·.' :;-. 'J ~: ~~.';.'//, ;,:' ';·.-.:· ... , ,: <' ': ' ' ·, :' ' ' ' ' . ' 

Letter Agreement ana Settlement Agreement,· is. sumniarized as follows: 
.' ; I • 

0 

, • : '

1 
'. : : :~ I 

0
; i! /} 

1
:/ , ~~ _! ~ '! ~·, ~ I 

1

1

1
\ _.,; i, •. • ·', :: :. ; 'c • I ' 1 1 ' , 

0 

' 

0 

.. :' ···~ ; :·~:,; :;,?}:, :..:.;: ~f :.: .~ :': .. · .. ' .. ; 
. ::' .. • .• · .. ·'·r·'L·:' 

·. ·.. . ; ·: \ ·_: : ': ... ) .. ·:· .. '; .. 

, • •I 

I ': ·, ~ 

';I . 
'i,' .. ,; .. 

•'.• .. ,. ,• 

.... \ 

-, o ~ I o ' ~ I 
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~ 
;t1 
v. 
lj 
v. 

} 

Revenue 
l..et1Ct Asrccment 
Sculcrnenl Asr«ment 

Total Revenue 

l..c&se Payment 

Income Before Income Taxes 

Alloc:llion Pcrect~t 

Alloc:aled Income Before Income Tues 

Income Tues 

Net Income 

) ) } ) 

'\,-.,_#; 

SIX Monlhs Th~Months 

Ended Ended 
June 30, Ye111 Ended June 301 

September 30, 
rm ~ .am l~ .l22Z 1m 1m .1222 

S 1,02S,OOO 2,050,000 
---·- ---·- 21125,000 2,1251000 2,125,000 2.1251000 211251000 531,250 

1,025,000 2,050,000 2,125,000 2,125,000 2,125,000 2,125,000 2,125,000 S31,250 

(922,500) (1,845,000) <1 1912.500) U19121SOOl (1,9121500) (119121SIX)) ii1912,SOO) i478112S) 

102,500 205.000 212,500 212,500 212,500 212,500 212,500 ~ 

394~. 39.4% 39.4% 39.4% 39.4% 39.4% 39.4% 39.4% 

~ ___m!lQ ____n.m __am ___n.m ~ ~ --lW1 

____!.i.ill-----1§.lHI~~~~~----1m 

~~__am____am__am_am__wn_.W!!J 

) } ) ) ) 

r·\ \LJ 

NineMonlhs 11ueeMonlh$ 
Ended. Ended 

JuneJO, Years Ended June l01 Sepscmbcr lO, 
Jm mu m ~ m m ~ 

I.S9U50 2.125.000 2,125,000 2.5621500 2,5621500 21S62,SOO --~ 
1,593,750 2,125,000 2,125,000 2,562,500 2,562,500 2,562,500 640,625 

0 14J.U75) ~ (11912.500) t2.l06.2SO) _ t2.l06,250J {:!,306,250) (576,56)) 

~ 212.500 ~ 256,250 256,250 256,250 ~ 

39.4% 39.4% 39.4% 39.4% l94% 39.4~. l9.t'i 

--W.2.i _nm ____nm ~ -~ ~ ~ 

____aL2l§ ~ ~ ---A.lli ----U.lli _1U!l ___i.lli 

~ ~ ----l!.m ~ ~ ~ ~ 



Balance Sheets 

Hospital Operations balance sheets were estimated by adjusting JMH<; Balance Sheets as 

of June 30, 1972 through 1982 to estimate the assets and liabilities related to Hospital Operations 

and to include Hospital Operations Net Income. Hospital Operations balance sheets for the 

period June 30, 1983 through September 30, 2005 were estimated based on the hypothetical 

subleasing of the 1966 Hospital Lease and other _leases and on the hypothetical participation of 

JMHI in payments under the Letter Agreemen~ and Settlement Agreement Hospital Operations 

Balance Sheets (JMHC Balance Sheet amounts are in bold) are summarized as follows: 
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Balance sheet accounts in bold type are amounts reported on the JMHI balance sheet as 

of June 30, 1971 and on JMHC balance sheets as of June 30, 1972 through 1982. Net changes in 

asset, liability and shareholders' equity deficit accounts are added to or ~ubtracted from the 

ending cash balance for the prior year to calculate the estimated cash balance for the current 

year. 

Adjusted Hospital O~erations Net Income and Adjusted Income Taxes are reflected in 

Retained Deficit and Income Taxes Payable, respectively. 

Plant and equipment, net, includes $147,456 for all of the land, although as of June 30, 

1973 JMin owned only approximately twenty percent of the land. Twenty percent of the land 

indicates value of$29,491 ($147,456 x .20). However, a land transaction prior to June 30, 1973 

was based on the value of the land doubling, indicating value of $58,982 ($147,456 x .20 x 2). 

Incl~ion of land of $147,456 ·overstates Hospital Operations' assets. 

Hospital Operations did not generate sufficient cash to maintain appropriate cash reserves 

(working capital, funded depreciation, and debt service reserves), to fully compensate officers 

and professional administration and to make additions buildings and certain equipment. 

· (Payments to fully compensate officers and professional administration would have reduced 

Hospital Operations cash flow and may not have lead to additional revenue.) During the years 

ended June 30, 1972 through 1982 Hospital Operations did not make payments on certain Lease 

Agreements and during the years ended June 30, 1973 through 1982 Hospital Operations did not 

make payments on Bonds Payable. 

Hospital Operations were supported by the physicians and staff of Jefferson Memorial 

Hospital a cash infusion of $221,260 during the year ended June 30, 1973. (During fiscal year 
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1973, JMHC sold 60,000 shares of its common stock for $221,260.) The cash infusion has been 

considered as a ~ubordinate loan to Hospital Operations. 

As of March 31, 1982 (June 30, 1982), Hospital Operations are estim~ted to result in total 

assets of approximately $2,982,215, total liabilities of approximately $1,727,531 and total 

shareholders' equity of approximately $1,254,684. Liquidation of the business of JMHI as of 

March 31, 1982 would be expected to have resulted in realization of cash in amounts less than 

reflected in the balance sheet accounts. Liquidation of the business of JMHI as of March 31, 

1982 is estimated to result in net proceeds of apProximately $i,254,000. 

JMHI net proceeds of $1,254,000 (June 30, 1982 Shareholders' Equity) have been 

included in an Investments account included on the balance sheet. The $1,254,000 Investment is 

estimated to generate an average annual rate of return of 13.35 percent and, alternatively, an 

average annual rate of9.0 percent. 

Therefore, the remaining balance sheet accounts are Cash, Investments, Unrealized Gain 

on Investments, Income Taxes Payable and Shareholders' Equity. The net income from Hospital 

Leasing is included in Shareholders' equity on the June 30, 1983 balance sheet. 

Liquidation as of September 30. 2005 

As of September 30, 2005, Hospital Operations, Hospital Leasing and Hospital 

Settlement are estimated to result in total assets of approximately $28,813,786, total liabilities of 

approximately $6,869,276, and total shareholders' equity of approximately $21,944,511. 

Liquidation of the business of JMHI as of September 30, 2005 is estimated to result in net 

proceeds of approximately $21,044,511. 

The total assets and total shareholders' equity balances do not include an amount related 

to the $10,000,000 payment due from Inova on October 1, 2005 under the Settlement 
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Agreement. The $10,000,000 payment is not included because the nature of the payment is 

~own. The payment may be attributable, in whole or in part, to 1) rent, 2) exchange of 

Jefferson Memorial Hospital properties for the Cambridge Court property~ 3) recognition by 

Inova of prospective losses of $81,000,000 from continued operations of Jefferson Memorial 

Hospital under the Fairfax Lease, or 4) litigation concerns or exposure. We understand that the 

nature of the payment may be an issue for the Court's detennination. If the Court detennines 

that the payment is attributable to .t.MHI, the present value of the payment could be readily 

calculated. 

Balance as of September 30. 1999 

The balance as of September 30, 2005 is estimated to be $21,944,511 and the present 

value as of September 30, 1999, at an average annual rate of return of 13.3 5 percent is estimated 

to be $10,347,000. 

The present value as of September 30, 1999, based on an annual rate of 9.0 percent, is 

estimated to be $4,646,000. 

Alternatively, we have prepared an accounting of the assets of JMHI for periods after 

March 31, 1982, based on JMHI receiving net proceeds of $100,000 to buy out interests in the 

1966 Hospital Lease and 1968 Hospital Lease. 

JMHI's history of untimely lease payments, fmancial operations and failure to maintain 

pace with the hospital industry; the terms of the 1966 Hospital Lease; and the different land and 

buildings subject to the 1966 Hospital Lease, the HGV Lease and the Fairfax Lease: indicate that 

JMHI would not have had a sufficient bargaining position to participate in leasing (or sub-

leasing) to HGV or to Fairfax Hospital Association or to negotiate payment of net proceeds of 

$100,000. 
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Liquidation of the business of JMHI as of March 31, 1982 plus $100,000 is estimated to 

result in net proceeds of approximately $1,354,000. Investment of $1,354,000 from April 1, 

1982 through September 30, 1999 at an average annual rate of return of 13.35 percent results in 

assets with a pretax value of approximately $9,297,000. The investment gain of $7,943,000 

($9,297,000 - $1,354,000) would be subject to taxes, estimated to be $2,045,000 ($7,943,000 x 

26.0 percent). The balance as of September 30, 1999 is estimated to be $7,252,000 ($9,297,000-

$2,045,000) . 
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Q I 
... QUALIFICATIONS 

I am president of Cobb & Associates, Ltd., with offices at 4010 IDS <;enter, Minneapolis, 

Mhmesota 55402, and have had primary responsibility for this engagement. Cobb & Associates, 

Ltd. practices in tlie areas of litigation support and capital finance. 
0 •• • 

Sine~ 1973, I have been engaged in providing professional services in financial matters, 
. ·•• ·,. ·• ' .. ,· t', •• 

with particular e~erl~ce .in the .~ealth care ind~. I have conducted engagements regarding . · · 

analysis of physician ·~s·,- 4emand for ~rvices, competitive factors, financial operations and ; 
' .·· ,·. . . .. . . . . 

• ' •• ' I j \ ; ~ I : • . . . . 

prospective opera~pns i~f !'general-:-acute hospitals. I have analyzed the historical progress and · 
.. .. ... , .... '· . . 

0 I 1 ~ 

development of: general~acute . facilities . in various metropolitan areas. I have conducted 
, !tT, 

0 

1 
t 

economic feasibilitY ·stucli~s; ·analysis of debt capacity and valuation of business. I have 

conducted engagements regarding and have made presentations regarding corporate organization 

and sales and leasing of healthcare facilities. 

I made estimates of the fair market value of Jefferson Memorial Hospital, Inc. (JMHI) as 

of June 30, 1971, and of equity in Jefferson Memorial Hospital Corporation (.JMHC) as of April 

18, 1973 and January 29;.1975. The estimates included analysis of the operations and financing 

of Jefferson Memorial Hospital. My opinions regarding fair market value and the basis and 

reasons therefor were summarized in a report, dated June 18, 1996, and through testimony at trial 

before the Honorable Alfred D. Swersky. 

82 

Arthur H. Cobb 
September 29, 1999 
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Exhibit 
Number 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

LIST OF EXHIBITS 

Exhibit 

Circuit Court of Alexandria, Virginia Decision in the 
matter of Commonwealth of Virginia, ex rel v. 
Tauber, et al, dated February 7, 1997 

Supreme Court of Virginia Decision in the matter of 
Laszlo N. Tauber, et al. v. Commonwealth of Virginia, 
Etc., et al, dated April 17, 1998 

Certain portions of Fiduciary Accounting Guide Second 
Edition by Robert Whitman of the University of 
Connecticut School of Law 

Fiduciary information provided by the Clerk of Court 

Lease by and between Jefferson Memorial Hospital 
Associates and Jefferson Memorial Hospital, Inc., 
dated January 1, 1966 

Lease Cancellation, dated July 1, 1975 

Lease Payment amounts for the 1966 Hospital Lease, 
1968 Hospital Lease, Land Lease #1, and Land Lease #2; 
and the Producer Price Index, Finished Consumer Goods 
Excluding Food 

Schedule of Fixed Assets 

Jefferson Memorial Hospital financial statements for the 
period November 1, 1970 to June 30, 1971 

Jefferson Memorial Hospital Corporation financial 
statements for the year ended June 30, 1972 

Jefferson Memorial Hospital Corporation fmancial 
statements for the year ended June 30, 1973 

Jefferson Memorial Hospital Corporation fmancial 
statements for the year ended June 30, 1974 
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Exhibit 

00 Number Exhibit 
..... -... ~ 

13 Jefferson- Memorial Hospital Corporation financial 
~ statements for the year ended June 30, 1975" 

14 Jefferson Memorial Hospital Corporation financial 
statements for the year ended June 30, 1976 

15 Jefferson Memorial Hospital Corporation fmancial 
statements for the year ended June 30, 1977 

16 Jefferson Memorial Hospital Corporation financial 
statements for the year ended June 30, 1978 

~ 17 Jefferson Memorial Hospital Corporation financial 
statements for the year ended June 30, 1979 

18 Jefferson Memorial Hospital Corporation financial 
statements for the year ended June 30, 1980 

~ 

19 Jefferson Memorial Hospital Corporation financial 
statements for the year ended June 30, 1981 

) 
20 Jefferson· Corporation of Alexandria, formerly Jefferson 

Memorial Hospital Corporation, fmancial statements for 
(!It\ the year ended June 30, 1982 

21 Bond yields and interest rates 

22 Memorandum Agreement of Sale and Lease Back by and 
between Jefferson Memorial Hospital Corporation and 
Laszlo N. Tauber, Trustee for a partnership to _be formed, 
dated December 24, 1974 

23 Minutes, Jefferson Memorial Hospital, Board of Directors 

~ 
Meeting, dated January 29, 1975 

24 Hospital Lease Agreement between Jefferson Memorial 
Hospital Corporation and Health Group of Virginia, Inc., 
dated February 11, 1982 

25 Jefferson Memorial Hospital, Inc., Return of Organization 
Exempt from Income Tax for the period July 31 through 
December 31, 1985 
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Exhibit 

Q Number Exhibit 
',·~.;~:~;A 

26 Hospital Lease Agreement between Jefferson 
~ Corporation of Alexandria and Fairfax Hospital 

Association, dated July 3, 1985 

27 Jefferson Hospital, Inc., Return of Organization 
Exempt from Income Tax for 1992 

28 ·Proposal to acquire Jefferson Hospital Building and 
120-bed Operating License, dated July 31, 1992 

29. Binding Letter Agreement of Jefferson Hospital, 
dated·October 14, 1992 

30 Settlement Agreement by and between lnova Health 
System Foundation and lnova Health System 
Hospitals and Laszlo N. Tauber, Trustee and 
Jefferson Memorial Hospital Joint Venture, 

~ 
dated July 11, 1994 

31 S&P 500 Index and Lehman Brothers Intermediate 
, ····,, Treasury Bond Index ., 

! 

32 Annual Salary Ranges of Hospital Administrators, 
fl"!.'\ 1980-1981 

33 Report of Arthur H. Cobb in the matter of 
Commonwealth of Virginia, ex rei v. 
Laszlo N. Tauber, et al, dated June 18, 1996 

34 Zoning Tabulation 

35 Hospital Operations Balance Sheets 
based on 9 percent annual rate 

~ 
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PREPARED 
AT RE.ClUEST 
OF COUNSEL 
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Jan~l3-00 03:54P Cobb (612 337-5458 

·-' 

) 

JMHJV 1st Nat 

Date Num 

9/919'4 
11/1194 3048 
12/1194 3067 

Description 

Transaction Report by Payee 
1/1/93 Through 7/21/99 . 

Memo 

·Shaw Pittman Potts & Trowbr::~· Payment per seftlement·ag.-.:. -LEGAL 
Shaw Pittman Potts & Trowbr ..• Payment par settlement ag_. LEGAL 
Shaw Pittman Potts & Trowbr... Payment per settlement ag... LEGAL 

TOTAL Shaw Pittman Potts & Trowbridge 

Category 

P.03 

•• :"'!~ 
00 ~0 ~·:. 

~ : ~ 

712V~ 
. . ~·: -:-~·:;:: 
. r:·-~_ .. _-:· 
p~g~.:-1 

CJr Amount 

I 

R 
R 
R 

-1 oo.ooo.oo 
-1 oo.aa·o.oo 
-100,000.00 

-300,000.00 

.... ':.-...·;,·-· 

.... . 

0 0 

... -·~ .. ~ . 
. ·.= ... · .... ~· 

·. ··~· 

·• ... 
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Jan-13-00 03:54P Cobb 
{612 337-5458 P- o4i .. 

\ 

JMHJV 1st Nat 

Date Num Description 

Tra·nsaction Report 
1/1/94 Through 7121/99 

Memo 

11/1/94- 304i - Murphy McGettigan Richard':~; Re: lnova · · · ,_. -- ·· -
5/1195 3208 Murphy McGettigan Richard... Transaction w/lnova 
8/4/95 3274 Murphy McGettigan Richard... Bin 11630 partiaf pymt 

TOTAL 1/1/S4-7121J99 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

---···--·· --------··--.. --·----. 
NET TOTAL 

71211~ 

Category • Clr Amo~.n~.-.: 
------------~·--·---

LEGAL 
LE<?AL 
LEGAl 

··:· : .,. . 
R '!> -SO~QSo.tJC 
R <& -J:9S~:-;·:; 
R ~~) -2.500.00 

-86,483.73 

0.00 
~,463.73 

..... 
. •. ;.·.>: 

Fl ..... . •• 
(1. '·it·" .< .. :··' ·.··.· 

.. ·.·-. ·. 
~. . ...... 

... :~: 
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Jan-13-00 03:55P Cobb (612 337-5458 P.Ofi,-'~·· 
•. ·.: .:~:!~-:·; 

) 

JMHJV 1st Nat. 

Date Num Description 

Trar:Jsaction Repert 
1/1/94 Through 7/21159 

Memo 

11/4/96 3455 _RICHARD McGettigaiJ ReiDy~·.· Transadio~ witb_l~~ -· .. _ LEGAL 

TOTAL 1/1194- 7/21199 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

-·- ---··--···----
NET TOTAL 

q 
I 

Category 

••• 0 

.. :-- .. ':" 

Page1 

Clr Amount · 

· R · -s.o1s.os· 

-6,075.0$> 
·.· ..... 

·o.oo· 
-5,075.05. 

ri~~---~.-0-75-.o-s-
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..Jan-1·3-00 03:55P Cobb (612 337-5458 P.06 . :· 

J M HJ.V. FNB 

Date Num . Description 

Transaction Report 
1/1/94 Through 7/21/99 

Memo 

711:3194- . , -MURPHY MC GElTIGAN R.:: ·SILL 11009·& 11010--;-..- ··-LEGAL 

TOTAL 1/1194 - 7121/99 

TOTAL INFLOWS 
TOTAL OUTFLOWS I. 

Category 

-~:; 
·~· :-;. 

•"; ·· .... 

.Page 

Clr AmoUnt 

R ·19,1'30.85 

-19,130.:~5 

' .. · 
0.00· 

-19130:65 ·' ... =-.::-.· 
·--·-··-- --- ·-··---- .:;•:.·:.,;_ ... i_ . ' ----·- .. __ , __ _ 

NET TOTAL 

· .. 

. . . . . ~ ' 

j ••• • • 

. ... .. · ... •.': 
.. . . . . 

;:.,, ~- 3\)- c;.,- -19.~·3~~ 
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~ 

~ 

~ .. 

~ 

~a~-17-00 02:03P Cobb · (612 337-5458 

·. 
JEFFERSON HOSP 

Transaction Report 
7121/£ 

1/1192 Through 7/21/~9 

·~.) .,_ 

Date Num Description Memo 

r2131/92 1548 MURPHY MCGETrJGAN RJ. .• FILE006143 
2125/93 1967 MURPHY MCGErrfGAN Rl... FILE 006143 
4/2/93 1970 MURPHY MCGETIIGAN Rl... FJLE006143 
511/93 1794 MURPHY MCGETTIGAN RJ... FILE$06143 
619/93 1972 MURPHY MCGETIIGAN RL. FILE006143 

r/12193 1939 MURPHY MCGETTIGAN Rl... FILE006143 
8/4193 2051 MURPHY MCGElTIGAN RL. LEGAL INOVA . 
10/1193 2145 MURPHY MCGETTIGAN Rl... LEGALINOVA 
6122194 2533 Murphy McGettigan Richards ... INOVAlitigation 

[ 912194 2562 Murphy McGettigan Richards... lnova V JMHJV 
10/1194 2763 Murphy McGeHigan Richards... I nova V JMHJV 

TOTAL 1/1/92- 7121199 
\ , .. 

TOTAL INFLOWS 
TOTAL OUTFLOV'{S 

--- ··-
NET TOTAL 'tl 

Category 

Page 

Clr Arn9unt" -----------=-_; .. ~ ... 
LEGAL 
LEGAL 
LEGAL 
LEGAL 
LEGAL 
LEGAL 
LEGAL 
LEGAL 
LEGAL 
LEGAL 
LEGAL 

\ 

.. ~. ~. 

. R @[-1s.oo~:pc 
R 1-10.000.0C 
R -1o.ooo.oc 
R -1o.ooo.oc 
R ·20,000.00 
R (§} r-10,000.0C 
R ~o.ooo.oc 
R 1- :20,000.00 
R -3,196.91 
R ~ r ~eo.ooo.oo 
R l t-eo.ooo.po 

·258,196.91 .. '. . .. , 

· ··ci·~oa 
·258.1~_9-g1 

.;.258, 196.91 

f . 
t® G. c..: ooc;.) 

f (§) .,~ ,., ") 

.~ ~ /"1.U,iJeJ Q 

· .. ·:. 
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~an-13-00 03:SSP Cobb 

JM HJ.V. FNB 

Transaction Report 
111194 Through 7/21199 

{612 337-5458 P .• oa_ 

···.·. 

Page 1 

Date Num Description Memo Category Clr Amount 

_) 

6/29194 ·-
7122194 

_MARGOLIUS MALLIOS DA •. __ .. Bill. 970Q-00000-01J....RAW LEGAL ,:-..,~ "- 3~-~'f R 
MARGOLIUS MALLIOS DA... BILL 9700...00000-01~RAW- -LEGAL r-'JI! t.- ·1~ - 4 > R 

TOTAL 1/1/94- 7/21/99 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

NET TOTAL 

c) ., 

J.APP. 5761 

-30.000.00 
-38,553.15 

.(18.553.15 

O.CJO 
.:.68.553.15 

-68.553.15 



~an-13-00 03:56P Cobb 

JMHJV 1st Nat 

Date Num Description 

(612 337-5458 

Transaction Report 
1/1/94 Through 1111194 

Mama 

. . 
Category 

11/1/94 3053 MargoJrus MaJiios Davis Rid:.·· Bill 97<l.0-09Q0~1.~ &\\& .. _ LEGAL 

TOTAl 1/1/94 - 1111/94 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

......... 

P .. bg-

712.11: 

~age 

Ctr Amourit 

R 

·.. . ..... -

-69;11.9.7. 

o.oc 
-69,119 .. 7~ 

--··--· ---- ·--.. ·--·-- -·----··----- ·-
NET TOTAL 

\ 
./ 

J.APP. 5762 

-69, 119-?'4 

... : ~~- · . 
.. : . .. -.. :·· ..• , .... 

·. ·.:;:>· .. 

.. :·:· . 

• 0 

...... 
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~: 

~an-13-00 03:56P Cobb 

/--, 
\ ..... ~) 

) 
·. _ .... ~ 

J M HJ.V. FNB · 

Date 

6/29~4 
7/22194 
7f1.2J94 
B/17/94 

Num Description 

HOWREY & SIMON 
HOWREY & SIMON 
HOWReY & SIMON 
HOWREY & SIMON 

TOTAL 1/1194- 7f.Z1/99 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

NET TOTAL 

Transaction Report 
1/1194 Through 7121/99 

(61.2 337-5458 

Memo Category 

TAUBER/INOVA LEGAL 
---·IN OVA (ANTRITRUsfr&-.:. -- t.EGAL 

INOVA lffiGATION LEGAL 
INOVA LITIGATION & QUL. LEGAL 

.. ~·: ·.· .. : . . ..... ._ .. ,;.,. 
p. J.~:(.: .. -

0. ·.~.·~ -..:.··; 
· ...... 

. ...: .. . ··. 
7.12-1_199 

Page 1 

Clr Amount 

R :.h) ~145.594,18 
R ® -35,856.10 
R L -161 ;191~02: 
R ·105,00G.OO>" ....... 

:· '-· . 
-'47,641::30 

0.00 
-447.641.30 

..... ------:------------
-447.641.30 

,..,, ea- !o-1..f · 

. : :···-: 
.· ... ... · ..... . : 

:·. ·· . 
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~ 

~an-13-00.03:56P Cobb {612 337-5458 

JMHJV 1st Nat 
Transaction Report 
11/1194 Through 7/21199 

,-~ 

I 1 
\...._/J 

Date Num Description Memo Category 

1111/94 305~ How_rey & Simcn tnova Utigation • _ LEGAL 
7/S/95 3252 HOWREY & SIMON SHAW PITTMAN Potts::· LEGAL 
19/95 3278 HOWREY & SIMON T auber/Quiet Title & Jeffer ••• LEGAL 

95 3301 HOWREY & SIMON inv 273162,266623.269850 LEGAL 
11/8/95 3319 HOWREY & SIMON inv 273162.273183.273164 LEGAL 
12111/95 3340 HOWREY & SIMON .1 

, 4.1 { legal fees on eecounl lEGAL 
14/96 3374 HOWREY & SIMON l q ~ legal fees on ac:Count LEGAL 
0198 3384 HOWREY & SIMON ! . ~ · legal fees on accounl LEGAL 

4110196 3389. HOWREY & SIMON '. . · · . : legal fees on account LEGAL 
9/9196 3436 ° Howrey & Simon ·. . · ~ : on account LEGAL 
1012/96 5981 Howrey & Simgn · · · · · · :1 · en account LEGAL 
11/1/96 3450 Hawrey & Simon ; : ~ · · . . :. ; on acccunl LEGAL 
1219/96 3458' Howrey & Simon ; :.·:! .. ·.·, 0 

on account LEGAL 
1QJ97 6052: HoWl-ey & Simon , 

; ·'. on ac:ecunt LEGAL 
. 2114/97 ° 6082: Howrey & Simon·· o• on account LEGAL 

313197 6106 ° Howtey .& Simon: .. :. on account LEGAL 
6129 Hawrey & Simon 

; t · .. 
'• 0 

on accaunt LEGAL 4/3197 
511197 3504 Howrey & Simon on account LEGAL 
6/.tf/97 3518 Howrey & Simcm en account LEGAL 
7/3197 6198 f-~'Jwrey & Simon .,· .. on account LEGAL 
813197 6193 Ho\vrey & Simon on account LEGAL 
913197 6247 HOWREY & SIMON on account LEGAL 
1013197 6269 HOWREY & SIMON on account LEGAL 
1113/97 6310 HOWREY & SIMON ° on account LEGAL 
'~2/3197 6313 HOWREY & SIMON an account LEGAL 

./112198 6341 HOWREY & SIMON · an account LEGAL 
212J9B 6371 HOWREY & SIMON on account LEGAL 
3/2198 6424 HOWREY & SIMON on account LEGAL 
4/3198 6450 HOWREY & SIMON on account LEGAL 
5/1198 64n HOWREY & SIMON on account LEGAL 
612198 6505 HOWREY & SfMON on account LEGAL 
713198 6533 HOWREY & SIMON j on account LEGAL 
811/98 6569 HOWREY & SIMON t full & final payment LEGAL 

TOTAL 11/1194· 7121/99 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

----· ··- ·--· -.- ·---
~ NETTOTAL 

P.11·: 

7.121/99.·~ .- ~. 
.-
... -~ .. ... ... :--... 

Page~···:..:> 
.. - ... ·. 

Ctr Amount. 

R ~\.,129.509.65 
R (§) -29,325.00 
R l -60.491.73 
R ·20,000.00 
R ·20,000.00 
R -30,000.00 
R -40~000.00 
R ·20,000.00 .. . 
R ·20,000.00 
R -10,000."00 
R -1 o.ooo.oo .. ·: :- ~· 
R -10,000.00•·· :.;: ... ~ 
R ·10,000.00 .._:;:. ~ . 
R -10,000.oe .. · · 

0 

R -1o,ooo.oo··. · 
R -10,000.00 
R -10,000.00 
R -10,000.00 
R -10,000.00 
R -10,000.00 
R -10,000.00-
R · -10,000.00 
R -10,000.00 
R -3o.ooq.oo 
R -30.000.00 ,. 
R -30,000.00 
R -30.000.00 .. ; !'· ~. 
R -3o.ooo.oo,v ~ . .:-:-
R -30.000.00. · ::; .. r 
R -30,000.00. · : -
R -30,000.00 · ·. 
R -30,000.00 
R ·36,730.27 

..S16,056.65 

0 • 

0.00 
-816,056.65 

-816.056.65 ·: ..... 
~· ... ·· .. • i~.) 11. ~. ~.L) 

i (8) 8-l, 2'1 
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· .. Jan-13-00 03:56P Cobb 

JEFFERSON HOSP 

Date Num 

3/30194 1992 
4f2il94- 2002 
5/25/94 2525 

DescriJ:'tfon 

PRICE WATERHOUSE 
PRICE WATERHOUSE 
PRJCE WATERHOUSE 

TOTAL 3130/94 • 7/21199 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

(6l.2 337-5458 

Transaction Report 
3/30/94 Through 7121/99 

Merno 

- · INV 437930 JMH Vs:INGVA- LEGAL 
INV 438334 JMH VS INOVA LEGAL 
INV 437930 JMH VS fNOVA LEGAL 

Categcry 

.. 
. . . 

7121/ 

Page 

Clr Amount 

R 
R 
R 

-4,7qs.sr 
-8,515.0( 

-10,144;0c 
.... ,. 

0.00 
-23,~68.50 

-··-·-- ---···--·---------·- ---·--·----·------
NET TOTAL 

t, 
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... ·- .. 
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~an-13-00 03:56P Cobb (612 337-5458 P .. l.3 

JMHJV 1st Nat. 
. 7121NJ :.: 

Transaction Report ... ~ _;. ... 
~ 

1/1/94 Through 3/3/99 
(~ Pa· ~r-· 
"--..J ·~~ .... -··· 

Date Num Description Memo Category Clr Amounf·· =-. 

1111194 ,,;3058 J:rice Waterhouse •.. JMH vs fnova - LEGAL R ~ · .. 15,000.0o 
211S19S 5088 Price Waterhouse JMHv fncva . - -· -·-LEGAL R~ ..S,S37.78 
1012196 5983 Price Waterhouse LEGAL R -20,000.00 
1219/96 3463 Price Waterhouse LEGAL R -10,000:00 
1/2197 6051 Price Waterhouse expert witness fees Gilmer... LEGAL R -30,924.00 
3/12197 3485 Price Waterhouse expert witness fees Gilmor.... LEGAL R -10.000.00 
419197 3498 Price Waterhouse expert witness fees Gt1RUJr... LEGAL R -10,000.00 

~ S/5/97 3511 Price Waterhouse expert witness fees Gilmer... LEGAL R -10,000.00 
6/6197 3526 Price Waterhouse expert witness fees Gllmor... LEGAL R -10,000.00 
713197 3530 Price Waterhouse expert witness fees Gilmer... LEGAL R -10,000.00 
813197 6194 Price Waterhouse on account LEGAL R -10,000.00 
9/3197 6248 PRICE WATERHOUSE on account LEGAL R -10,0~.-.~o::-..~: 
1013/97 6272 PRICE WATERHOUSE ona~unt LEGAL R -10.00Q()Ol-.• 
1.12198 6369 PRICE WATERHOUSE on account LEGAL R -5,520.5f ~ .. 
212198 3561 PRICE WATERHOUSE on ac:count LEGAL R -s!ooo.oo: . 

TOTAL 1/1194 - 313199 -173,082.35 . 

TOTAL INFLOWS 2, 0.00 
~ TOTAL OUTFLOWS -173,082.35 

'• -·-· --- ·-· . ·-.. . .. 
.. 

-. .. ) NET TOTAL -173,082.35 

"'I 

,.,~ (1.•)1.)- 7~ t~ ~,,~st.·: 
... :.~·· . 

..... - ·-
~ ....... 4 

........ 
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~an-13-00 03:57P Cobb 

JMHJV 1st Nat 

0 
Date 

11/1/94 
-2/{6195 

2/16195 

Num 

3059 
317'5 
5091 

Description 

FIRST Chesapeake Group 
FIRST Chesapeake Group 
FIRST Chesapeake Group 

TOTAL1/1194 ~ 2128/95 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

NET TOTAL 
- -. ... ... ·- -·-----

Ol 
.a. 

t 

·"' ··. 
{612 337-5458 p __ 1~~~~~~ 

·:;~:;r~ 

TransaGtion Report 
1/1/94 Through 2128/95 

Memo 

JMHJV vs lnova _ LEGAL 
Ant;Trust Litigation . . --- LEGAL 
JMHJV Contract Litigation LEGAL . 

Category 

Fvc 

. •. !-:~~·~·:; 

7121tss:· ~ -~ 
.... :... ·: -

Page·1 

Clr Amount .. . , 

R . -25.000.00 
R 
R 

··-- -
L -~\)-'is-

J.APP. 5767 

-13,581.80 
-25,000.00 ~: 

-63,581.80 . 

· . .. . 

0.00· 
·63.581.80 

.&3,581.80 

- _::·:·:~: 
·-;:.~:, 

; :.· : .. !.~·: 

- . 



~an-13-00 03:57P Cobb 

JMHJV 1st Nat. 

Cate Num 

~ 11/1194 3057 
- 2/i 6/95 . 5089 

6/12/95 3225 

Description 

Haas & Dennis 
Haas & Dennis 
Haas & Dennis 

TOTAL 1/1194-7/1195 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

(612 337-5458 

T ransactior:1 Report 
1/1/94 Through 7/1/95 

Memo 

lnova vs JMHJV LEGAL 
lnova v JMHJV · . . --;.... tEGAL 
tile 9028-01 INOVA V JMHJV LEGAL 

Category Clr 

R 
R 
R 

P.lS 

7121/99 
' 

Page1 

Amount 

. -15.,000.00 
--8,612.50 
-3,407.25 

-27,019.76 

o.oa , 
-27,019.75 

: 

-· 
· ..... . . 

.... .:;·~ 
:- ·~ ·;.· •. 

---------------------- ••••••• ft - ..... - --------·--· .... __ . - . ; .. =<:·~/ 
NET TOTAL Fv~ . G.-3~ -'iS" -27.019.7$··· ... 

t, 

. :• ....... 
·: ··- .. ~. 

:··· ... . :· 

··. 
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. ' ' ' . . ~ . ~ 
Jan-13-00 03:57P::cobb: 

JEFFERSON HOSP 

Date Num' Desc:rlption 

Transaction Report 
1/1194 Through 7/21199 

Memo 

. ~·· . ...: . 

(6~2 337-5458 

7121199 

Page 1 

Category Clr Amount 

7115194 
• ·, •. :f)·;. . 

2544 · .: :: ·ca!dinai.Title/1st American ..• Title insurance Jnova Utigatio--LEGAL R -20,000.00~ :."':. .: 

TOTAL 1/1194-·7121199 
. ,··.·.·:·. ' 
• ' } ' • • ~ 0 

. 'I I '. 

TOTAL INFLOWS·. , 
TOTAL OUTFLOWS .i · • 

• ::' t •• 

... ', '. ~ ; :'.· .. : ·. · .. ·. · . . . ' ,•. 

. :.::. ~ . 
-20,000.00 ·:: . 

0.00 
-20.000.00 

--·------··~-~-----~..-.----·--·------··--·--------
NET TOTAL 

'• 
\ 
) 

I ~ • . • • . j 0 I • • . ::<"<· '., . ··~ >~· .. ·. 
~ o o ' ~ I : o o o I I • o t : ' : .. , .: o • 

·•:.·.· •• ·· .. · .. ; .. ::::\i:\ .·.~.:·:•.(;~'.\·.? ·:.:.·.:·:.·:: · .. · 
• I' 

. ; . .~ •. ; ! 
• \ ~ 0 

·. 2 .· .': · .. \' .... ·.!.: 
r . 

'·. 

··: 

!' .• 

0 : • : • :, : 

.•. 1:.';' :::. 
:·· I 

-20,000.00 ' 

....... 
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~an-~3-00 03:57P Cobb 

JEFFERSON HOSP 

Date 

- . - 5!1/94. 
6122/94 
10/1194 

Num 

.2528 
2535 
2765 

Description 

Haas & Dennis 
Haas & Dennis PC 
Haas & Dennis PC 

TOTAL 1/1/94-7/21199 

TOTAL INFLOWS 
TOTAL OUTFLOWS 

NET TOTAL 

t, 

(612 337-5458 

Transaction Report 
1/1194 Through 7121/99 

Memo 

.expert retainer roger ha~o- .. U:GAL 
. INOVA UTIGAnON LEGAL 
I nova v JMHJV LEGAL 

Category 

Page1 

Ctr Amount 

R ~· -s.ooo.oo 
R ~ -9,662.50 
R {(!) -20.000.00 

~,S62..SO-. 
;• .. , .. 

0~00 
-34,6S2.50 

r'/4 b-llo-~ '-1 ~~ 

Fye. t. ·Ju - ~~- ~ 

·· .. 
.. .. .· ..... :· 

... · .;: .. 
. /:·· 
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THIS LEASE, mada a.s o£ this __ )J..._ __ day o! 

:rr::u~J:.C\.y . 1969, by and between JEFFERSON MEMORI.J 

HOSPITAL ASSOCIATES, a joint ventura duly !armed and operating ·. 

the laws o£ the Commonwealth o£ Virginia and hereinafter referred tr 

the'Leuor 11
, and JEFFERSON MEMORIAL HOSPITAL, l~C., a Ma 

land corporation hereinafter rofarrad t::t aa tho "Lessee". 

WITNESSETH: 

That in consideration o£ the mutual covenants, promises a 

agreements herein contained the sald parties hereto do hereby agree 

a.s follows: 

FIRST: (b) The Lusor hereby leases to the Lcs.scc a:-

the Lessee hereby hires from the Lessor, the hoapitill building locllt 

at 4600 King St.rect, Alexandria, Vl.rginia on land more s peciCicall 

d~scdbed on Schedule A, which Ia attached hereto and rnadc a par• 

hereof. Said hospital building is hereini.!tar reCerrcd to as the 

"Leased Premises". 

(b) Tho Lcs1ar hereby leases to the .Lessee not 

the premises just describecl but also all rl1hts ii.ppurtenant th7reto, · 

ing dl right and interest, l£ any, o£ the Leuor, in and to the land ly 

the streets and sidewalk• adjoinlnt said prcmile 1, to the c:cnto r line 

such streets ~nd inc:ludlnc casements and rl1ht1 in rc•pect c£ dl a.ci; 

J.APP. 5771 
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All references herein to the Leasa Term shall incll.lde the Original 

Lease Term plus any additional term !or an optic~ duly exercised 

hereunder. 

SECOND: (a) T~e Lessee do~s hel'eby agree to oper~te 

the Leased Premises only a• a hospital center and to pay the Leuor 

an Annual Rental Car each Leaae Year o£ Eighty Thol.lsand Nino 
.. 

Hundred Forty Dollars ($80, 940). Sl.lch Annual Rental ab&ll be paid 

in equal monthly installments on or in. advance o! tho firsc day a! each 

month d'-Lring the Leaso Term. T~o term 11Leasc Year", as used in 

this Lease, shall mean a full twelve (12} month period beginning with 

the !iut Lease Year, which ahall commence aa o£ January l, 1966 

(the "Lease Commencement Daten). 

(b) The formula !or increa.ses and 1ubscqucnt 

decreases, i£ any, of tho Atu~ual Rental, shall be based on the Cluccua-

tions in the "Wholesale Pdce Index, All Commodities {1957-59 Cost 

Equal.s 100) 11 of the United States Department o! Labor's 'Burea\l o! Labor 

Statistics, hereina!tc:r called the Coat a£ Livini lnd~x (C.L.l.). On 

each tenth (lOth) anniveuary of the Loa1o Commencement Date the Ann" 

Rental Cor the next ten (10) Lease Year• shall bo recomputed by multi-

plying tbe Annl.lal Renta.l speci!ied in p&rasraph {a) above by a !racUon, 

the denominator a£ which shall ba tho C. L. I. for tho month in which 

the Lease Commencentent Date OCC\U'I, and tao numerator o£ which 

- l -
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shall be the C.L.l. tor the month in which said·tcnth (lOth) anniversazoy 

at the Lease Corrunenccmcnt Date occurs, except that in no event will 

the AA.aual Basic Rent.al be lesa than the· amount specified in said para-

graph (a). 

(c) At pazot a£ the consideration Co:- this ·Lease 

and as additional zoent and aubject to &11 oC the provisions he:-eoC, the 

Lessee covenants and asrees, commencing as a£ Ja.nuat>y 1, 1966, and 

at all times during the Leaao Term, at the Lessee's own cost and 

expense to pay, as the· same become due and payable and before 

any fine,· penalty, interest or other charge which may be added thereto · 

!or the nonpayment thereo£, all taxes, lic:enu and permit !ees, 

charges Cor public utilitial of any kind, and obligations lor any and 

all other governmental charges, general and special, ordinary and 

extraordinary, unCorescen aa well at CorcscoA, o! any kind and nature 

whatsoever, including, but not limited to, aueumenu !or sidewalks, 

streeu, sewers, water, or ·any other public: improveme-nts, and any 

other· improve menu or bene!iU which shall, during tho Lease T crm, 

be made, assessed,. levied, or impoaed upon, or become due a.n.d 

payable in ccn.nection with, or a lien upon, tho Leased Premises, or 

any part thcrco£, or improvement• thereon, or upon this Lease (all o£ 

such items being heroin :relerred to as an "Impoaltlon"), except that any 

such amounts properly allocable to pe~iocb before or dtcr the Lease Terrr 

• 4 • 
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sh~ll not be payable by the Lessee an.! sh~ll be ~quita.bly apportioned· 

between the Lessor and the Lessee. The Lessor agrees promptly to send 

to the Lessee copies a£ any notice• in respect o£ a11y such lmpolition. The 

Lessee covenants to furnish to tho Leuor, upon speci!ic request in 

each instance, ~!Cicial receipts o! the proper taxing o£ other go~crnmcntal 

authorities or other proo£ satisfactory to the Lessor, evidencins the full 

payment oC any ancl all such Imposition. U, by law, any Imposition may 

be paid. at the option o£ the taxpa.yar, in insta.llnlcntl (whether or not 

interest ac:cr~cs thereon) the Lessee may pay tho aama i:\ ~nstallments. 
o 0 I 

{d) Tha pro~aions a! this Lease ahall not bo 

deemed to require the Leaaee to pay any tax on the rental paid to the Less• 

or any inhe:itance. estate, auccesslon or tran.lfcr taxes under any exi1tin1 

or !uture laws cf the United States ol America, or of any other country, 

or o£ any jurisdiction therein, that may be payable by reason o£ the devolu 

tion by descent or testamentary. pravilion of the Le•aor• s ,estate in the 

Leaaed Premises. and the Lessee 1ha1l not be required to pay any income 

gilt or capital levy or excetl prolitl tax th1.t may be p~oyable by the Le sso~ 

under any existins or .future ta.x law of tho United States or oC any juris diet 

therein. 

(e) The Lea .. o shall have tho right, i£ the Lessee 

diSJ?Utes the .1mount or validity a£ &ny Impoaitlon upon the Leased Prcmist 

ancl improvements thereon (whether in .retpect:oc the amount o£ t~x a~scs s 

ment or otherwise) to c:ontaat ~nd deland against the •amo, .1nd in good fili 

cUligcntly c:onduct .lny noc:aaaary proceodinga to. pr•vent anc! Avoid :.he s~m 

- s • 

:ceo~ 
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·provided. however, tba.t such contest sball be prusccutcd to' a. Unal c:oncl\: 

ilS speedily as is reasonably possillle. Any rcbatci m~de on account a£ an· 

:Imposition pa.id by the Lessee, shall be long and be: paid to the Lessee. 

Le~sor agrees to rc~dcr to the Lessee ·au reasonable assistance, at no 

'expense to the Le~sor, in contesting tho validity or amount of any Impo1it 

including joining in the execution o£ any d.ocuments, or tho signing o£ any 

·protests or pleadings, which tho Los1eo may file. During any such conte. 

; the Lessee sh01U (by payment of 1uc:h disputed Imposition, iC neceasary) 
I ;. . 
• p~~vent any !oreclosure o!, or any divesting thereby, a! cha Lcssor•s intc ·. 

ia:a·~ar to the Le.a.scd Premiaes, and will further (by the payment o£ sucb eli,. 

'pu~ed l~posil.ion, if necestary) prevent the public sale or enlorcement of ; 

a~y lien tor any such Impoail.ion. 

THIRD: Tho Le••eo agree• that during the Le&le Term ar. 

! :pa:rt' o£ i·u obligations undo:- Article SECOND hereof it will pay a.ll charge 

electricity. water, sewer, gaa and talc phone aorvica u1cd on lho Lca3ed Pre 

FOURTH: Tho Losseo shall have tho privilege o{ installing 

air conditioning. furniture. fixtures and machinery and cq uipment 

necea1ary to the conduct of ita busin••• and the aamo sha.ll remain the 

propo rty o£ tho L..esseo, provided such property ia removed by the Lcssc• 

·before the expiration of tho Lease Term, and further provided that in the 

·event any ciamilgc is done to the Le&Jocl Premise a in tho removal o! said 

air conciitionins, furniture, fixtures or macninery and equipment, the 

Lessee will pro1nptly reimburae the L~sso1 fo'r the cost oC such repairs 

as are necessa.ry to restore tho Lcaaacl Pre~aes to their condition at th 

commencement o! this Leaao. In tho avcnt o£ Cailuro o! the Lcs.sec 

-6 • 
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to remove said air condiLioning, £\lrniturc, fixtures, or machinery and 

equipment Cram the Leased Premises bc!ore c~pi~ation o£ this l..c•uC? 

(or any extension thercol) as provided !or abovi:, it b agreed that the 

Lessee is abandoning said air conditioning, Curniture, £ixLures, or rnachi 

and equipment and such property .•hall beco~e the property of the Lessor 

shall have the right to use, remove or dispose o£ said air conditioning, 

furniture, Cixtures ancl machinery and equipment, <lll at the expense, if a. 

to the Lessee. 

FIFTH: (a] During the Lease Term the Lessee will, at it, 

own e~pcnse, rna.ke all repairs and. replacements nec:essa.ry to k~ep the 

Leased Premises and Lhc plumbing, heating, electrical and other cq,uipm . 

thcreo(, in good repair and in proper sanitary condition, including repai: 

to the roo£ and exterior walb o( the Leased Premises. Atthc ex.pira .. 

tion or termination o! the Lc&sc (or any extension thcrcwC) the LeSSf?C sh 

lc01v.: the Leased Premises in good condition, &llowanc:c being made !or 

ordinary wear and tear and damage by fire, or by the clements, or by 

tornado, or by act o! Ciocl or by public enemy being excepted. 

(b) The Leuor reserves the right to enter upon 

the Leased Premises at a.ny time cluring reasonable and usua.l business 

hours to inspect the same; and, in the case o£ emergency, the Lessor m 

enter up~n the Leased Premiacs at any time to protest and preserve the 

Leased Premises or people tharaoll. The Lessee agrees that it will inci' 

ancl save the Lessor harmless from a.ny and io:llliability, da.maie expens. 

cause of a.ct!an, suits, cl01.ims or judamenU arising !ram injury to pcrsc 

or propet·ty an the Leased Premise•, or upon tbo adjoining sidewalks, o 

- 7-
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II p•rking lot, which arise out o{ tho ace, failure to act, or nogligence of the 

Lessee, its agents or employees. In order to assure. such inclemnit.y. 

the Lessee agrees to carry and keep in £\Ill !orce and cC!ect at all times 

during the Lease Ter!"• !or the protection o£ the Lessor and Lessee herei 

public liability insurance with li~ts ol $500, 000/1,000, 000 and £ire and 

extended coverage on the Le&aod Premises. with a good and responsible 

• 
insura.nce compAny, a.nd to deliver to tbe Lesaor a copy of said policies 

or certificates showing tho sama to be in !orco and e!fcct. 'I'he Les.see 

covenants and agrees to c&rry adequate insurance on all plate glasa in 

t~e Leased Premises and to c:ause said plate glass to be replaced if brcke: 

In the event the Lessee shall !ail to ~eep in !orca and mi.inta.in any o£ suc:h_. 

policies cC puulic liability, !ire &nd extended coverage on the Leased 

Premises, and plate glas1 insurance, the Lessor shall have tho privilege, 

at its option, to obtain such policiel of insurance and to p&y the prcm~ums 

thereon, and the amount ao paid, with interest thereon at the highest legal 

rate, ah&ll, at the option o£ tho Lessor, be added to the next installment 

: 

of the Annual Rental payable under tho provisions of this "Lcue. 

SIXTH: Tho Le1sea may not aublot the Leased Premises, 

any portion thereof, without tho written consont ol tho Lessor. 

SEVENTti: Tho Lessee covenants and ~grees to use the Lea 

Premises Cor the conduct and operation of a hospital centc r and will use 

s;aid premise!: !or no other purpose whatsoever without the prior wri~ten 

consent oC the Lessor. 

EIGHTH: (a) The Lessee coven~nu ~nd agrees not to maka 

any stru~tural .1lterations or chan1o• to any part of the Leased Premises 

without first ha.vins obtained the written consent o£ the L.cs2or. 

- 8-
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(b) ln the event o£ any such approved st.ructun.l 

alterations or changes to any part o£ the Leased Premises, the Lessee 

agrees that it will make such additions, improvements, alterations and/or 

installations at iu awn expense. Request ·far consent to make any structural. 

alterations or changes &ddressed to Lhe Les.sor shall be accompanied by 

plans ancl a letter £rom the Lessee stating in detail precisely what il to be 

clone. The Lessee agrees that in making any auch a.dclitions, improvements, 

alterations and/or installations in or to said premisoa, it wiil" comply with 

the building codes, rcgubtions and law' -~towor herealter to bo made or 

e.Uorced in the municipality in which the Lea.secl Premises arc lac:iltccl and 

which pertain to such work; it being further agreed that any additions, 

improvements, altcntions and/or installations made by the Lessee (except 

only movable store a.nd o££ice furniture and fixtures) shall become and 

remain a part o! ~he Leased Premisea &Dd be and remain the property a£ 

the Lessor upon the ternunation of thia Lease (or &ny extension thereof} or· 

the Lessee's occupancy a£ the Leased Premises; provided, however, that 

if the Lessor gives written notice to the Lessee at tho expiration or prior 

termination a! Lhis Lease to auch e!l.:ct, it may require the Lessee to 

restore the Leased Premises to its condition at tho commencement oC this 

Lease. The l.es sec agrees that it will save harmless the Lcs sor !rom and 

a1a.inst a.ll expenses, including additional real estata taxes, liens, claims 

or damases to either property or per•on which may or mi1Jht &riac by 

rc.ason oC the making a{ any s_uch additions, improvements, aherations 

.and/or installa:ions. 
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··---~··i NINTH: The Lessee covenants that it will, a.t its own cost, 

promptly comply with and carry out all orders,· requi;emc:nts or condition 

now or hcrea!ter itTlposed upon it by tho ordinances. laws and./or rcgul.atic. 

o£ the government o£ t]'e City oC Alcxandri.a. and the Commonwealtho!Virgi 

which the Leased Premises are lo.catad, or o£_any of it.t var~ous departme 

during the Lea~e Term, whether such order's, requirements or. conditions 

are required oC the Lessor or otlterwbe, to bo dona or performed during .. 

the Lease Term inso£ar as they aro occasioned by or require~ in the c:ond· 

oC the business of the Lessee, and the Lessee wUl indemnify a.nd save bar: 

l~ss the Lessor !rc.m all penaltiet, claims and demands r~sulting !rom 

Lessee's !ailure or negligence in this respect. 

TENTH: The Lessee agrees that thi• Lease shall be subjec:; · 

and subordinate to the lien o£ any bona !ide mortgagu or deeds oC trust 

that may now or at any timo hereafter be placed against the Leaud P~emi 

by the Lessor to secure money borrowed from any insurance compa.ny or 

recognized financial institution. The Lessee further agrees, at any time 

herea.Cter. on demand, to execute any instrument, releases or other doc:u· 

ments that ma.y be required by the Lauor !or the purpose o£ subjecting 

and subordinating thif Lc.a.se to the lien o£ any !itat mortga.ge or deed o£ 

trust, whether original or tubatituted. 

ELEVENTU: Tho Lcasco agrees that it will keep the L.easec 

Prcmi3CS Cree o! Lraah and dll't ac:cumulationa and ahall furnish adequate 

and proper receptacles !or trash and 1arbaae,; and shall rernovc trash, . 
snow ~nd ic:c. 

- 10-
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TWELFTH: ln tha event the Lc:ssee sh&ll be &dj~dic:a.r.ed 

a .banlau~t ancl a receiver or trustee· shall ll~ a.ppoinccd by an appropriate 

'court ·of. its propc rty and as Jets after the Lessee has exhausted its leg~l 

remedies in opposing such receivership, or if the Leu~c shall make an 

assignment or ather conveyance in trust for the benefit o£ its creditors, 

or- i£ the Lessee shall sulfer or permit a linal judgment or decree for the 

'payment o£ money to be entered aGainst it and execution to issue thereon 

and be levied upon its interest in this Lease, and such execution and levy 

1be not dismissed within ten (10) days after tho date o£ such execution and 

i~~~·· t~en, upon the happening of any 1uch event, this Lease .shall. at the 
i .: . . ' 
i~ption of the Leuor, cease and determine. 

(.:; · . · · THIRTEENTH: ln the case of fire, the Lessee shall give 
r ,. , •. 

j immecliate r.otice thereof to the Lessor. l£ the Leased Premises shall be· 
I . : . . ~ . . . · . 

( p~·reially da~~sed by !ire or other catua.lty, and the Lessee can rcason~bly,. 
I 

~ carry:on its business in tho Leased Premises, tho same shall bo repaired 

i 
i or r~st:red by the Lessor as its wa1 immediately prior to such !ire or otht 

casualty, at the Lessor•s expense, as speedily as practicable, due a.llow. 

ance being made for the time taken for the settlement a£ insurance cla.ims, 

and until the repairs shall be made the annual rent shall bt; reduced in 

. proportion to the portion of the Lea~ed Premises that arc unusable. ln 

the event, during the Original Lease Term, and while ten (10) or more yeaz 

of such term remain, that any portion of tho Leased Premises is ::·cnc!ercd 

·unusable by tire or ether causa covered. by insurance, the Lessor 

agrees to restore the same promptly in ac:cordanco with tha provisions 

hcr;oc: but in the event tho Leased Premises are so damag.:d to the 

e:dent that sc· .. cnty· Cive porc:ent (75'k)• thoreol (or more) is renc!e red 

unusable, ~nd such damaa:• occurs altar tho expiration oC the Origln.a.l Le; 

Term or cludns the Cina.l ten (10) y.:a.rs oC such term, the Lessor, at its op 

.. 
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may cancel and tet·minate this Lease upon netic~ t~ th~ Lessee. at any time 

within sixty (60) days after- tlte daLe of .such damage, u.nles~ within thirty 

(30) days of the givinG of such not.ice by .the Le•aor, the Lessee shall agrct 

to a. new lease of all terms barco£ lor a term of forty {40) years beginning 

on the date o! the restoration o£ the Leased Premiees. In the event of 

damace to the Leased Premises by !ire or other cau•e, the que.stion a! 

whether or not seventy-live percent (75.,c) o£ the remaining portion o£ the 

premises ca.n reasonably bo used aha.ll bo determined by agreement bctwce 

the Lessor and the Lessee. 

FOURTEENTH: (a) Il the Lessee shall !ail ~imcly to pay 

the rent called for herein a• a!ol'esud, or bl'ea.ks or violates any o£ tho 

withil\ covenants, conclitiono~ or agreo~cnts, and i£ such breach bo not · 

corrected within ten (10) days alter notice by tho Leasor Lo the Lessee ll! 

the existence of such breach, then and in any of tho said events, this Lea.~~ 

and all things herein contained shall, at tho option o£ the Lessor, cease 

and determine and_ shall operate as a notice to quit, the t~irty (30) days• 

written notice to quit being hereby expressly waived: and the Lessor may 

proceed to recover possession o£ the Leased Premi1es under ancl by virtu~ 

o£ the pl'ovisions o£ t~e Code oC the City oC Alexanclrh. and the Commonwu.! 

Virginia, or by such legal process as may at the time be in operation ancl 

force in like cases relatinl to proc:eeciillll between lessors anci lessees. 

antJ, when such posses1ion 11 obtained. Leu or may re- rent the Leased. 

Premises ~t the risk ancl colt of tho clel.aultina. L1uaea. whose default in 

no instance shall relieve it u£ liability £or the cli!£ezoencc between the rent 

herein reserved and tho rant ac:tu.ally rec.:lved by Lessor during the term 

remaining dtc: r suc:h default occu.ra. 

- U-
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(b) It a summons or other notice shall a.t a.ny time 

be served upon the Lcuce by the Lessor as a!oresa.id, a.nd compromise 

or settlement shall bo c!!ectcd eithor b~foro or &!tel- judgment or decua 

whereby tho Lessee staall bo allowed or permitted to reta.in pouusion o£ 

tho Leased Premises, then aaid proceeding shall not constitute a waiver 

o£ any covenant or agreemet1t herein contained, or this Lease itsel£, or 

o! any subaoCluont breach or violation oL any ol ita conditions, covenanu or 

agreements. 

FIFTEENTH: It is understood and agreed that all persond 

property, goads, wares, and merchandise in the Leased Prcmiles shall 

be and remain at the Lessca11 sole r~sk and tho Lesaor ihall not be liable . 

for any damage to or lo~a of auch personal property, goada, anci morcbanc 

arising !rom the burstin1, ovadlowins, or leaking o£ tbo roo! or o£ water, 

sc\Yer, or steam pipoa, or from hoa.tina or plumbing fixtures or !rom tho 

handlin1 o£ electric wire or !ixturoa or !rom any other cause whatsoever, 

unlesa said clamagos are cau1ed thro\lgh tho negllgance o£ the Lessor. 

SIXTEENTH: AzJ.y notlcol reCluirocl or siven~hcreunder by the 

LosiOI" to tho LciiOO shall be doemad to h&vo baeD siven i£ mailed, 

postage prepilid, to Lessee addreaed to tho Le&aed Premhes; ~nd any 
. . 

notices required or given hereunder 'by tho Lessee to tho Lessor, snall 

bo deemed to have been given il maUecl,. poatase prepaid, to Laszlo N. 

Tauber, Trustee, 5300 Weatb&rd Avenue, Bethesda, Maryland. and to 

Leslie Ciond!)r. 1541 Wen Braddock Road. Al!xandria., Vlrginia. 

SEVENTEENTH: Tho terma, COJ\dltiona a.nd ilgrccmcnta 

herein c:ont.1ined ahall be kept and per!ormad by tho re1pectlv• partlea 

.. 13 • 

REAl. ':l0C09 

J.APP. 5782 .. 



' ·-

hereto 4nd will be binding upon them and each o! their sueccssou and 

. assigns • .tnd no wa.iver o! a.ny brea.ch ol any agreement, condition or· 

covenant herein contained shall be conatr\&!:d to lie a waiver o£ the said 

condition, covenant or agreement it~eU .or o! any subseq\&ent broacb thoro' 

or o£ thia agreement.· 

EIGHTEENTH: U tho Leased Promises or any part tberecl 

shall bo taken by any governmental or quasi~governmontal authority 

pursuant to the power of eminent domain, tho Lesso~ asrees to make no 

claim !or compensation in the proceedings, and hereby aui.sns to the 

lessor any rights which the Los•eo may ha.vo to any portion o£ any award. 

made a.a a. result o£ such taking, and this Lcaao shall terminate as to tho 

portion oC the Leased Premiaoa takez:! when title to that portion of the 

Leased Premises is taken by tho conc!emnin; authority. 

NINETEENTH: Tho Los sor covenants and agrees tut tho 

Lessee, upon paying the rental herein reserved and pedorming the c-oven 

ants on its part herein required to be podormocl sh.a.ll and may peaceably 

and quietly have, hold and enjoy tho Leased Promiaea for tho Lease Tern 
; 

IN WITNESS WHEREOF, the JEFFERSON MEMORIAL 

HOSPITAL ASSOCIATES, by Laszlo N. Tauber, Trustee, has signed 

and sealed this i..e&se' Cor tho Lo.taor, Olnd th.l !EFFERSON MEMORU.L 

~ 14 -
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~ ,:··· \ 
/ 

HOSPITAL, INC., ha.s caused its corporate name to be signed by its' 

---------- and duly attested by-----------

itJ ------------• and its corporate 'cal hereunto affixed. 

I • I /- . 

1 , t ... ,. k• 

= witness. 
I 

JEFFE~SON MEMORIAL HOSPITAL ASSOCIAT: 
LESSOR 

BY. . G.~ .. f. ( · fflac.lk...-; i~, .i;, 
. La•zlo N;.Tauber, 'I'rustoe · 

( .. ·. 

JEFFERSON MEMORIAL HOSPITAL, INc.· 
LESSEE 

·I A~ J ./ 1'1 -;;- /"t ~ B (.,, ~ ~ ·.. . !'Q,, .. ~ : j-;. £.;... 
~ _T..-c-. ~ ..:o... . Yt..e~, . '-': y __ ·-0~-· ----------

[Corporate Seal} 
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.·.:_::_·._:·;_:::··(' 
' ·.; ' .. ·.··. >' ,' ,• . 

I ', ( •: .. ·) : o ', ~· ,' 1 :· t 1 

. 1 , ' ~· ' • ·= ' : . \ 

o I ,o' o ·.: f •, •' o 

.... 

. ·.· 

• I ' ,.' ~ i: .... , \ ·, : o' ~ 0 ' :'II •.' ~ 
.. l:! ·.·, ,,·, l ' .\ ,.·\.·i·. . . 

: ' ' ' ' ~~ I ' ' ~ I ' ' 1 ...... ': . ' . ' . . . . ·. ~ :; . : ' .. 

.,_ .·!· ' 

! , .. ; .# .' ·,·'.' ::: l ~ : 

·' ' ·.·· 

... 

STATE OF • ))::: • 

~oFO ~~ , to wit: 

.l hereby certify that on this 3/<4cr'day at kt(:Zi.v 
. . . . e.iJ;; 
1966, bc!ore me, a Nota:ry Public in and for the~ a£ ClJt./4. ad<~ 
:State ol ~l.y., 6 , porioaai.ly appe&•e~; .Z,~ 
_____ ......;t~·- thcRf& < 1 &u , o£ JEFFERSON M.EMORlAL HOSPlT. 
,: 
r;NC~~- -in the above Lease, and being parloAally well ~own to me, did 

(·. . . . 
,ac_knowledge the foregoing Lease to be the act and deed at said corporation. 

• 0 •••• • 

!:•; t_ •. 

f·. . . 
i 'l. i : . 
I '.': 
;. 

• to wit: 

1 hereby certify that on tbisc2?/..g.d day a£ l<-<t 7k: 
1966, ~e!ore me, a Notary Pub~ic in acd for tba-6~~£ tti'Y(Cl..-4~ 
·State o£ ~4 ~w.?'c(rlL • , personally appeared Laszlo N. Tauber 

Tnstec, he beinsfl:rsonally well kDowD to ma, ack.zlowledaecl the foregoing 

Lease ta be the act and deocl ol tha JEFFERSON MEMORIAL HOSPITAL 

ASSOCIATES. 

NOtUYkV 
My commiu!OA upl••;;w '? J'Ji 
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irr~41. 1~.. . ~~ (~ ·u 
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-'U'PC!! • - .§. C!!- c! l ..... : ·• . ·- . ..I t _ ,~ -.:.~4:., m.a. • at o ~• •..f' •• .-. • ...ay o ... . ,. ~ .... ' . . 
-:4._- .:..::;-·.~~~ • 1966, by &Ad be~&&A Jl:FFEaSO:-: ~~MCalA:. 

HOSPt:' At. ASscc; A:'ES, a joint veAtu~e duly fonned And ope n:i:1; uncc r 

the lawa o£ the C=::---nonwea!th o! Vi~swa ud be~eiA&lte~ :elerrec! :o as 

the'L•••o.r", a.tui ~~FER.SON MEMOJUAL HOSPITAL, INC., a Mary-

l&Ad co~po.ratioA he rain&tte~ ~&fe:rred to at the "l.euee11 
•· 

WIT~.E:SSETH: 

That iA I:CIAaider&CioA o£ tha muN&l cove.c&AU, j)tQ:r.ises ar.c! 

aareemeAia he:reiA cOAt&iAed the •aiel pa.rtlel he~eto do he:•=r airco 

•• £allow1: 

FlltST: ('b) ':'!:La Laeao~ he~eby 1••••• to the Luau a::: 

the L••••• b.auby 1-~rea from the Leaao:r, the 4oapi:&l ~uilcii~i ~oca.ted 

at 4600 Kin1 S::eet, Alexanc!ria. · Viraima on lane! mo:-• •?ec:!.!~c:ally 

c:!eacnbed on Schedule A. which ia &n&ched he:reto anc macie a ?art 

be.reof. Sa1d h.os?i:.al ~uildin1 ia b.ereillal:er .referred to u the 

-
"t..&sed ?ret:"'.aea". 

{~) !'he t.•aaor h.e.roby lea.aca co :he :..cs su :1c: '-:O.-f 

I· 

i 

I 
I 
!. 

tho prcmucs .-s: :..cs~:i:Oed b'l.l: also all riahu &j)pur:c:::<l::t :!'1.::.::.:.. ::-.:.:..::.!· 

ina .a.ll :-i;~.t .1.:-:c! ~:-.:.::-est. i! any. o! che Lcuor, iA .a.nci :c :~~ :a:.:: :'f.:.~~=-· : 
I 

:he s::-eeu ar.:! s.~..:· ... ~:;cs ac!joinin; said ?rc:n!sea, :o the c:c:-.:e: ::.~c :~ 

Sl.lCh st:eccs •:-.: .. -.: . .:.:!~:-.: c.a.se:nc.ctl and :i;hu in :e sr.:c: :;; ~:! .1< :.~: .. .:-.; 

.. 
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j . 
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i! 
1; pul,)lic S?acc. incluc:!i:; v&W.t ~pA-ce. it bcin; ino.enc!cd hc:c~'l ::.:.: -.:: :~;;~:s 

~ 
Lcaacd P:oc:miscs &rc hc:ro:by grant.ccl to the Lcs=cc clurir.; ~~.c.: !.e~:.eo 7c.rm. 

but subject to &ll rcq~rcmcnu &nclli.~~ona, !rain tirr.c to t:i.:::.c. o! 

govornmcctal authorities. it be in; 'lmclerstoocl th.u il 1ovc:nmcr.:A.! a.~:.~o:i-

t~.e Leaaor ah&ll bvo DO liability to the Lcaaee by reaaon thereof &ncl ::.a: · 

d1o Leaaee will pay &ll ch&rl•• with re apect thereto. 

(c) Thia Leaae ah&ll be &t t.U roDtal &Del upon the 

term. ucl conclitiona hereizl atatocl. The Ori11A&l Leaae 'I'errr. sh&ll :,e 

U the Lauae cluly nm&izla tbe leaaee ol the Leaaecl Premiu1 :;,: :~e 

dur&Ucm ol dle Ori&in&l Leaae Term, the l.eaaee shall have the optio:; ::~ 

renew thia Laaae lor &A &cldition&l periocl ol forty (40) years (the '':'i:n 

OptiOA Term'") u;»aa. termizl&ticm cl the Ori&iJa&ll.e&ae Term. l! the !..cssec 

d.W.y rcm.ailla the lesaee o! the i.e&sed. Premiaea tor the clura:io:1 o£ :r.cs 

Firat OptiOD Term. the L••••e ah.&U have & aecaAcl optiOA to re:aaw :~s 

i 

i 
I 
I 
I 
I 
I 
J 

L ., 
'. I 
I 
I 
t 

I 
.I 
I 
I 
I 
I 

I 
I 
I 

l.a&ae lor an aclclitiozsa.l po riocl of ni.AeteOA (19) yo&ra (the "Sec onci C?:i~r. ':' c =-~· 
1 

i 

cl the Lessee sr.a~! ~c: on the same ternu a.nd. c=ciitiona A.S ~rc e~:-.;:.;~.:: 

P. in the !.case. cx~c?t ~s o&.~e~iso expressly proviclc:c! ~cr.:in • .1::c! ~,..:;. 

wrincA notice :~:::c:! :~the Lessor a.t lea.n six (6) mo~tit.s ?:-1c:- ::: : ..• 
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~ 
~j A~l rcicrcnces he rei~ r:o the LeAse ':'crm. shall i:\clud<: ;.::(. C.:: ~~::•: 

I l.<:asc Term plus a.ny ad~il.icne~.l term !or an optiCin dl.lly ~.:xc.::~.: ... ~d 

hereunder • 

I 
j 
I 
I 
I 
r .I 

~ 
lj 

i 

,: 
I 

n 

~ 
~ 

[ 
I 

1: 

SECO:.fO: (a) The Lesaea does hereby a;:rcc :~ c.;crA:e 

r:ha La&secl Premises only at a hospital center and to pay :r.c :..:ssor 

Huadrecl Forty Oolb.ra (S80, 940). Sucb AAnuall'lental sil&ll be ~a~ · 

iA ectu&l monthly ins:allmenu an or in &dYUca o! the lirat day o£ each . 

month duriAa the Lea•• Term. Tb.a term "Lea•• Year". &a used in 

this La a••, sba.ll mean a full cwelve (lZ) moa.tll periocl be;i.cn::\1 wuh 

:~.: !irs& Laaae Year, which ah&ll cor:unecce aa ol January l, 19:,4 

(the "Lease Commencemecc l)&ta"). 

(b) The formula for increa .. a and Ju~sc~\lc:u 

decreaaes. i! any, ol tho AnAu&l ReAu.l, s~l ba baaed on :roc :l":J.::::~a-

tics in the ''Wholeu.le Pricel!:sdea. All C'omm.oclitiea (1957-59 Ccs: 

Statiatica. herein&!ter called the Coat of LiviA&lnclu: (C.L.!. ). Cn 

eacb. tc!'th ClOth) at'.Aiversary of the l..eaae Com.mc.ncama:\t !Jat.: :~c A:-.:-.·~&~ 

ilanw !or :he ~ext ~c:\ (10) Lease Years •hall b~ rcc:om?uted '!)y ~-::~· 

j:: 
I: . 
I:.· 
i 0 

I 
I· 
r 

I 
I 
I 
I 
I 
I 
! 
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C«i\:irmc.ru !rom the Lc~sccl r:rcrniscs before cxrir~:ior. o! :~is :.c;.sc: I 

I 
(or a.ny ell:tc.nsion thereof) as rroviclcd. !or abov~:, it i:; ~t;:"C:C;c! ~~.o.t the:. I 

! : 
Lessee u abanclonin; s~icl .Ur conW.tio.nin;:, £urniturc, !ixt~rcs, c;:r :~:.c:-.~~'~Y: 

I­

anc! equipment a11c! such propcr\y sr.&l.l become the p:ropc:r~y o£ ~~c !..c:::or, 

sh<LU h~va the ri;ht :o uso, remo~a or dispose oC s~icl ~ir c:e~c!i:.ior.i:t£, _ 

£u:rnitu:ra, !ixtu:res azul ma.c:hinc:ry a.a.cl equipmant, .Ul at the cxpc:raac; ::.! a:.y, 

FIFTH: (a) Durin& the Le&ae Term tba Leaaee will,· a.t ~ts 

to dM rool &Acl exterior w&lb o! the Lealtcl Premiaea. A:the c:c;:»ira-
• . ~ 

leave t1:Le Lea.aed. Premises iA aood. conditicm, allowance bei:11 =-:.-.de !or 

orcli.A&ry wear and. tear &Ac! clamaae by fire, or by the ebmen:.t. or ~y 

toruc!o, or by ac:~ o£ Cod. or by pubUc: enemy bcilll exc:e&'r:ed. 

tho l..e&scc! Premises at .a.ny tinw c!urin; rea.ton;Lblc ancl usu:.! ~\air.cs s 
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;. 

,., 

• • r ,·,·. \;, 

. ·.·· ,, . ·:: . : . ~ ; ; ~I .. I . . \ ·. ·. \ · .• I.':.,'.: ·. '; 

,;',:::,::'>,' ''. ,,:: ~· 
'. ')'.'::;-,;;,:·:·;;·,;:': '·::; ' f,·· 

.' <:::,;:'i~i~({::;;,,::':/;},: .. , :·. . ~, ~·~"; loc •. which ~ri:c o·.:t o£ t!:.c: act, l•Uurc tc. :..c~. :.:- :.·. 10 ::.~ .:.c;:. -:.~ :.:-••• . . ··.::· '( I . < 1;:;:.-'.!~.i..)'·:·' .... : \ ·/·· ::. !; :···.:-,;.:.:: ': J; L.:sscc, its •;c:nts or c:n,)loyccs. I.n order to •s:~rc.: :.:.:.c:. :~~.;.:":"::-.~.1 • 

: ':: : )}{:/::::\ :::;.:};/!}:;~~:;,\: I! ; ~~~· J.c~sec a;ms co mry .. ,~ l<cop 111 full £ oroo .nd •"••, '·' .;: ,, "· " 

··" · .::· >:·.=.".(••\', ~';.(;.))~! ;, 1 •• • .IJ: clu=in; t.hc Lease ':'crn1, !~r r.hc ;:aro~cction o£ t:.c !..cssor ~r.C: !..c.!:~cc.; ··c.·c.:'-
. ~' . \ ~ i ~, ·!. ,' ·.; :.' :. ~ ·, 0 ·, ~ ': I: : ~ , I; j ' ~ • l= i ' 1 • • • • •• • •••• 

· · ·· . · ~'.:_:_.·.;: :'::!.:·; :·; .. ·~··~ .. \~;i:;.~ ·: .. :l'/1~: .. ;.: .,. 1 .~ub~ic ·liabui:y :.~surancc with li:ni:• ot ssoo. ooo11. oc:.. ceo -.:.c. ;~=~ ·~= 
:···,,.\··.:~.t·.· .. \·~:····, .. f.'.) .. ;.)'{;.::.~·.:;~·t}::~ ...... :·: 1:\'. ·,:.·: ;· : . • 

· .· · ·. ::,:·::: ~·.,·.· l·(.' ~ .. : ~; u',•.1 
.. ;; .. · :! .. 1 }.cxt~nclecl cove.:r~g~ on the Le~sccl P:remuea, with & JO-'cl •~c! ~c.~::o::.s::~le 

:, 

0

', , f :·:-, _,.;},!,:~:·~)<:I:·(\',\~:·;,~:~::~ : ,'i if,':,.', I' . , : 

. . . . ·: ·. ·. ·.:.: ,, ;:.:.,.
1 

:·.:·::.::·· ,;;:~:'.:/.·. '\':.' 1 insu:r&Ace cozr.;&ny; :ancl to daliver .to the Lesaor a copy o£ u.i, ;c;!:.:~cs . 
·,: .::.•. :;;.:~.:.~.:.;:~~f::~\·~:\~iH:,:l·<~;·i:i;·~~ ... ·: .. t. i ~:.·:. .:,- · · .. ·, · ·. ·: .. : 

.' .· ··· .::~'•/:l'.·.;·' 111 .·.~· .. :}::."::.:,.- !>·. I or·cer.i!ic&tll .sh.owini the l&mc to 'be i:l!o:rce ucl e!!ec:t. The Lessee 

• '· • • ·: 1 1 .c~vena.Ata a.nd aareei to ca:r:ry acle~iuate iAau:rance on~ plue !;;!&ss ill 
j:·;·, ; : . . II·~· La&.aecl ~rami••• &nd. to C&UII •aid. plate cl&ll to bet replacc.c! ~ bro~~n .. 

'~~~the event the L••••• ah&ll f&il to keep iA !orce &Acl m.&inta.in a.r.y ~: s~c:t . 

l; ·;oliciea ol ;ublic li&'bUity, !i:re &ncl ~eel cove:r&;e on the l.eoue~ 
·, ~ ' .. : '; •. · ; . j ' 

.. :: :·; >:. ·.,. ;~ .':·:·.~·:: : ,· • 1 i : Pumiaea, &~cl plate ;laaa i.aau:ra.ace, the Lea a or ah&ll !-.ave :~~ ?::O;\~.e;~. 

' ~ • :. \ I '. : I • 

I • o: • • ',' : .' ~ -~ r'' :. ' .._; ·, I 

; ; :\~~~~r;,:;:;/,.,'·:,}:: ;':. \:;·,::' . ~ ; .:~~~:~:d a:::::: •: :d~=i=~~:::d::::: •:: ::::::,al 
. , . 1' .';\:.'!:' · t'' ~,·,':f:'.'· .. :.':.: · ! : cl the Annual Rcn:~l ;&yable ~c£o:r the i)ZOviliona o! t~ia Lease . 
. . . '. ··: ::· .. ·.:;; ... : ' .... ·:: ·. ! . 

,. : ...• :' •: ... :.:i'.;.t:l.· .·.,~·· SIXTH: The L.eaaeo may not a~blet the Le&sec!. ?:e~.:scs, ~: 

· :'.'::: (/;. ··.<!.~.'},i~:~\i.; :::::. I . 
• • • ;, , 

1 
.• ;, : • • : J. uy ponicm the .reo!, with out the wdUeA cOAaoAt c( tho l.caao=. 

"·. . ·.· i i; :) . : ·· ...... 
. · .. '. : 

.,, \' '· r! ·,,., 

. Prcmi.aos !or ~~e :::~c:.·.;: a.ncl operation ol & hospitu c:cntcr ~~c. w·.:: _ .... 

ll s~id ~nr:Use.a !o: ;:.~ :::~c: ?'-~r?ole wh&Uoeve:- w:tho~l: :h.: ?::.o: w~.::.:~ 
i! 

r c:c:ucnt o! :r.e :.esso:. 

I 

J. ,. 
I' 

:i 
I 

wi:hout !i:ru ~.;. ~. ·; .... .:-. .:~ ~=--= writ:c~ c:,aso::t o! t~a Lease:-. 

• 3 • 
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~ 

.. 
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~ \. 
· ...... ~ .. -/ ,. .. 

~ 

f! 

' ~ 
I 
r ,, 

I 

NL~TH: The L.:ssee cove~ants tha.t it wUl • .1; its ow~ C:Qt.:, 

promptly comply with ancl ;arry ou: aU o~cie:os, require~c.n:s ~: co::cii:!~:.s 

now or hcre~tcr imposed. -.:?on it by~ o:c!~ces. laws a:-.d.h: rc:;-.;~&~~Q:::I 

I .. 

I 
I 

o£ the 10vtu:nment o! the Ci:y o£ Alcx~rlri& ucl :he Cot:"-~or.we-.· · ·• ,.: \"• --; ...... J .... .... .. b····· ··r 
which the Le&secl Premises are loc&tecl. or al a:y of its v-.ricus c!.e?a::."':\c::.:s : ( . I 
c!uZ'iAI tho Loa•o Term, whether such ordazos, requirements or CQ::.c!.i:ie::.s I . : 

.:• ::::~:::·:.:!::•: :::•:::::~.::: ::~r0:~::::~:::::::,uct I: 
I: 

. o£ the buaiAe•• o£ ce Lessee. &Acl the Le .... ~ill iDdemm!y a.nr1 :.ave !:Ia:::\-

loa• the Loaaoa- !a-em all pcu:~altiea, cl&ima ucl dem&Aela roault!Aa !rom 

Lo••••'• {&ilure 01' nealiiOACO in tbl• a-eapect. 

TENTH: The Lessee aareel that tbia Lease snall be s-;:~j~c:: 

&Del a~ordizl&te to the li•~ o! ~y 'boA& !ic!o morts;aae• or ciced.s o£ :::~s-= 

that may AGW Ol" at a.ay time here&!tea- ~e pl&cecl a;a~st the Leas~c! Prc:~.ses 

• here&!tel", on c!em&Ad. co execute uy innRmeDt, releaaes or o:hc: ~ocu-

tna. whalber origi:al or substitutocL 

EL..EVE~':'H: ':'ha L.e•••• ~areca that i: will kcc? :he :.~&:a c.;~ 

f Prcmisea !~ec o! t:a s~ .1.nci <!:.rt acc\:nlul&tio.aa &Aci sh&ll !-:;rr.~s:\ :.:.::-.:~ . .l~c: 
t! 
I 

JAow &ncl ice. 

• !0-

, . 
. . 
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j: 
!; 

ncrc:o an~ will ~c ~ir.~i::; \;?O:~ :~c= •::d cac~ ::.: ~hc.i: :a.:.:. .. .._ .:.a :.:.· .. · i 
r: 
~ui;ns, ancl :\O waive:- Q~ 4':,y ~rc•c:!<. o! &::.y .......... - ...... ---·· ···- , .. i! o·--···-·••• ---··-··· ... --

1: c:ov..::~t herein c:on:o..inecl ~nd: :.:: c:c.r.st~~cC: to';;<: ~· w&..~·.-.:...: :..: ·.:.~ ii.~:.. 
" i~ i! c:onciition. c:ovcr.t~.r.: :I!' aor.:c:::e::: i:scl! o: e! &:".'f .u~~:;:.:~\0..;.:.~ :.: .. ::.:::.: .. :.:c.~ 

! or o£ :his a;recmeAt. 

I 

I! s_h.Ul ~o taken ~Y any :over~eAtal or quasi-~covc:r.mantal ~u::-.c.: .. i:y 

~ '"""•"• •• the ;owu of c1nU>oa• domaU>, the Louoo •:rcos ,, ""'""• '-• 

I c:l~i::l £or compensation in. the procoecii.Aaa, Mel hereby &ali,ns to :~..;.; 
losaor a.11y r:.,hu which :be Lcuco may have to any portioA o£ any o..w•:C:. 

I 
rnacl.: as & reswt o£ such ta.kin;. aAc! this Lea•• shall terminate as ~o the 

portioA o£ the Leased Premises takeA whCA title to th.a.t portion a! :~ . .: 

f Leaaecl Premi••• is t~~e.11 by :he conc!•~l authority. 

~ I i..euoo, ~>pOll p&yilll •ho ronQI herein ruorvcd &nd ;er!or::--'::; :~: cev<r.-

i &AU OA lU pan herem ro~uired. to be penormacl shall ~cl rr.&y ?C&c:eo..'!):/' 

1 &Ac! ctuictly have, hole! ancl enjoy the Lo&.aed. .Prami••• for :~e l..e~se 7 e :::-.. 

HOSPITAL .ASSCC:rA'tl:S, by L&szlo N. Tauber, T:nutce, :.a.s s~z~ec! 

.. 

, . . ... . 
TAUBER \9626 
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scc·n=::n:~::: A 

The Lea.sccl P:c:niscs rc!cr:cc to in the attO&c!lecl Lease 1'.;:-cc:::-. :.:.~ 

arc locaccci at 4600 Kir.ir Street, Alcxanc!ria, Vir1ir.ia, anc ;,.:c c!csc:~·;:...::! 

il.t !ollows: 

All those ccrLain lo:o~ or parcels o! ;ro·~nc! loc:•~c~ i~ 
the City o! Alexandria, Vir1inia, and more ~a::~;;.:.!..,::y 
c!escri~cd as !oUows, to-wit:-

PARC::::. CXE: 
B£01:\:o\!:\C at an iron ripo in the We at siclo o! !..cc:s~.::";. 
Alexandria '!':.a.rn rikc a corner to the lot ol Mrs. J..:!~A . 
T. Klock: t~cnc:e with the line o! Mr1. Klock S. 23 • 3 i' W ~· .. 
74.4 fee: :~ an. :ror: rirc: ':hc~c:e with a::othe:- line o! Y.:s. 
Klock atu:! t~c s~::1e li::c conti:.;.:.cci with Dove:-:. 77• ;s· \'f.· 
384. 4 !ec:t t::~ an iron pi;ae set in the E. side o! a lZ !::~o: 
outlet road: a corner to Dove: t.\enc:c crossini sai~ :~ ioc~ 

outlet road :-.l. 77• Q 1' West 12' to an iron pij).: i~ :~.: :~~~ 
o£ the Orccn-:' ract: :hence with the lin:: o£ the c~cc::'l 
TractS. 12• 46' W. 171.18 !ect to an iron ~ipe sro: !:o:. 
said lino a corr.c:r to the land o! Finisec:y: :!:.:nee w~::-. ':.:.~ 

line o£ Fir.i.secy S. 58• 22' E. 415.9 !cc: to an :.:.·c=: ?~?-= 
1at in sa.id li:lc a corner to the lot o! W. P. Da.~i~:!. ::.: 
thence with :he line c! said Dil:tiC'ls :\. ;!5• l~' !:::. :.1·· • 
t ..... -r t.:. :.r. ,, . .-••• i'=t··· ;" fl, •. \,·.·:.a .. ;.·,.,.; 1 ••.. : ••. ,. •·•• 

"l'urn P&kc:, ~ co~·nc: lu W. CJ. u~ni..-J~. ~r.; lh·:::; .. · .... .. 
the west Side o£ saicll"u~·n Pike~. 10• Z2' W. S;. ~ : ... .:r. 
tc bcain:ti~:. the sa!d La:td bcins ~~reby con\·~)·.:C: ':..:~~l 
more ?Artic:~,;~ar\r dcsc:rilac:cl in ac:c:orC:::l!'lCc with a :.~-:·.·.:·J· 

mac~c tty ?:cwarc! S. Hc.U.Olnd, C, L.S., dated l\u;u=:L r:.. 
196Z, as loll ow a: 

TAUBER 19629 
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Exhibit No. 203. 

;~~11081 ~ 1 
'1" ~t 

HOSi'tTAL LEASE ACiREE~ENT 

Tal'S l.EASX ACiKEEW!KT II lfttlr.d Into at Alaandrt&. Ylr;1nla this 11th _,., 
dl)' ot Febnl&ty, 1812, between J!lfEISON MEHOlUAL HOSPn'AL 

CORPOUTlOM, a DoJaw&l't corporation. (•wliJOt'? and HE~L'nl CKOUP OP 
I 

1. Premises. 1Miot huetiy leuu ~ 1.4 .. • and 1MMt lMI'I~ leu .. 

Ctom Laeot, lor &Ad In eonaWS.ratlaft ot the a~ma heNIMtter p&J&bla and &1» In 

C:cnaidetatloft of tht IINtuJ prolll1au and eCwen&ntl of the pltt!el IMrlinafttt Mt 

forth, the l't&1estateloc:att41n the ctty ot Alcundril, VlrPU&. whlc:b 11 duc:m.d 

1n izh!blt A, and the relattd equipm8ftt, t~nlbiN and tlzturu whlcb an dactDMcS 

ln. Exhibit B and nond.ln1c&1 replacemenu.. 1M 1"811 uuta and equipment, 

fum.lta&N and tJxtwu. ud Mfte:Uftlcal r.plleemcau l.t.-d urcuncScr lb&l1 tM 

nternd to &I the -PNmlla•, &.rrS ahalllftclude tM land. the rulll boiplt&l ~Inc. 

aftd the IQ&eelullld 1n the medical oftice bulldinc whleh 11 curruUy kine utW&tcl 

In tM operatJons at JatlttiOft Memcri.&l Ho.pltal (•Ra~pi&alll). 

2. Warnnty ot 'ntla. 1AIIot warruta that lt hu auehOrity to mtar Into 

ud perform WI W.U.. All mottcqes, Uaw and anc:vnltlruca &WUc&blt ta tbe 

Pre mila In Nt fotth • Ezbir:lit C. w.ar .IJI:IUNI qwet ID4 pcaeefld upymct 

ot the Prtmlllll to l.aMt. Ll:a.at hu obt&!fted \be CGDMDC of UM Nllptr:llwe 

landLotdl of Ute -..s partlou ol the Pralftiau to aml&ul thole potUon.l to 

W.... La:uet m&J at Ita tlction and at Ita cost otn.ain ll&ll:bold t!U. luuance 

fl'Om a l'tpU\aba. tomp&n11n 1ft &mOunt tG 1M determined bJ W... U14lnaarlne 

the l....r.o14lAt8rut c,... ot encunlbtance, n~t u dd:~ In Eahlblt C. 

~ !!.!.!!: 1.-.ot 1auu the PNmiMa toW... few a tum oltM (lO) 

1C&ft &nd OM CDOGt.h, COIIUDIMlnr OC Chi -zttecUYI Data•, wJ\.1cft Wll bl t\prU 1, 

1112; proridecS W... can lawfWly .,ata the Hotpltal. U bJ ~tlcaiMt l, 1112, 

&t\er tiM alf'CiN ot M dUJceo:e, u.a LaMe bu been UMbla to ob\.I!D &U 

lk:---, a C.tttn~at.l ot PubUc Hed, U nqutr.d. and tbt putJnr o! aU oc.tw 

lederal ud Nll apptOYall, U requlnd, allowillt W.... to Ia.- and .-rate the 

PNmiaa u a UO-H:S &e11~ c.nual bo19lt.al. tMn LuMe may at Ita ele=Uon 

t.waaiA&tt Chi WaN. lrDIDel:iiat.lly pri« &o the eoma:a.aoemcl ot th11 W.., 

X...CW lh&ll ~'-- u ot the lt!eettn O&te \M N;:at"UMt.&Uan& ud wura.'\U&a ol 

IetSon 11, .-t\ieb ~t.llh&ll ,.,, ~ 1n1 matarialactftrM d~Mea. U ~,.. 

AN matar1&1 eM.n(u ftorza Usa dl.t. 1\.weot ta the Uteettn D&tt. tM La.ot ruy 

ftN (e&art t.a be IN4t an 01t Mlot"' A;will, 1112) 01t elct tA tar:ain&te tM ~ 
J.APP. 5794 
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(h) All maintenance co.u, 

(I) All equipment ltuo1 and other c:onttacu ldentJlitd In Ezhlbit 

a and 01 proYidtd"' Parqra;t\ 2~ MfOOfl 

(J) A moathly paymlftt ~11&1 to Luaor't laM paymcntl (not tG 

exc:ttd S:O,OOO.DO per month) under tM na1 property lUMI fOf' portlan.a of \ha 

Premlacs. whlch lulu bawt hvatofOf't been deUYved to Ult W... arid whicll ue 

identified in !.lhlbit D attachld hlntA. W...ts &nAIIIl bue l'tftl under thll 

~arqrapll wW not acetcS S2CD,OOO.OO. Laaot wW reiUIA rapauible for Ult 

tW&nct ot use rtnt and 1la otber obU,atlanl lot thaN ruJ ,.._rtylaucs. Jn 

addiUon to IU baM rent LuMelhaU bt NlpOftllble lor tht othe!" eoau, ~XpenMJ 

and obUcattona ot thOM 1eald pNmlla "' the ate:nt otbarwlle requtnct bt 

amparqraphl (&) throu;h (1) lbowe. 

a. Additional Beds. It apprawal from all ntC:IDU1 pernmcnt&l 

artncla II ac»talnld to add addltloftal bed& In a Psychiatric Unit, and the nuasDtt of: 

btdl Ia actually lnereuld, thlft the rental lJcwu Mt tot'tll 1D S.Ct&anl 4 &Ad I lhal1 

bt lncteaMd by l/l20th tor t&dladcSitJonal btd, and U.t curnnt and aU futUN rent 

· lhaU bt calculated and p&1d In accotdaN:• wl~ tht Mw fi;uru. II Ult putla 

btteto dalN to MeiC and abt&Ja u.:,.... In bed capacity om.t tMft In \he 

Psycni4ttic Unit, thlft tht partiu qree to nqotl&tt In IOOd taltll u to tht terma, 

conditlonaand dultabUlty ot IUCh lnc:NAML 

1. J!!!. l.aiH ~ab&Jl UN Ult Premila tololy as a bolpltal wtth ita 

related acliwitJa. LaMe W11 eomply wttl\ all rovemmccal requll'lnamts and 

Npl&Uana, lllcludliiC haaltll, pollee and llre·nl"l&Uona ~tin( tht Pnmila. 

a. ~ LaMe lhall not &ll1p its la&llhold lnteruc ot sublet the 

lautd premba in whole ot 1D part wltboclt u.. prior wntt. &pprftal ot the 

W.CW, whJch awtOYallh&ll not bt 'IIN"UUIMblJ wtttlheld. 

1. Insurant!• and Ccnclenmatloft. J:)urlar tbe tuna htrwot, the LaMe tt 

Ita on eott Ud •J:PC'M and 11 a6SltJoD&li"'Dt lbl1la 

(a) K.-p &11 b\&Jldlnp and lmprntiHftU. ~met, furDlture uwS 

t1:dma on, In and awunenut tA 1M Premlau l.ncludi"C all alteratklnl, addillana 

Wlmpt'OYtiDefttl to Ult PnJD1Miluft4 qaJNt ~at dllm&p b)' flr .. and OU'IIt" 

cuualUa. &ftd mall maintain alllt&M&rd Gt1nded ccrrerqa wlUI ~ c:o~~~QCUa 

U Ult w ... may Mlect lOt U\e full Nplac:tmc'lt Yalu.e. 

The poUc~ lot .,ell lnA&ra.aH 11'1&11 M .leCW"ed in tbe DAM of the 

1A8Cit and W..t wiUl lDII \bawndtt peJ&!)le &.D U.. w-ar. W.. lh&l1 

J.APP. 5795 
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prompU, replace 1111 ot the PNralla wllleh an putl&lly • to~UJ d"tlOJtd bJ 

t1N ar otllu c:uualty, or 11'1 taken 1ft lft7 COftdemnatlon proceedlftr, to tht utnt 

ot lnaftnc• proeeed.l or ccndemnatloft awl.l"d:q 

(b) Pravlde and tc.., In font 1ft ..m lotm u ~ 1ft&!! 

reuonat~lJ require pc.oU. UabWt)', elwa:ar and baU., ~ cwera1• 

prat.Mt!ftl the t..et.w q&lnat UJ and &11 UabWty In the amount of not lui than 

12,000,000.00 far llfl CIM &CGldent ar dls&Stft' and 1ft the amount of not ~ UW\ 

t1,000,000.00 for lnJu,rltt to My ant ~~Mid 

(e) Pttwtde &DIS tc.., In fONI lftllpnetl«e lunnot to¥1tiftr bot2t 

tAaar and Lallee u lniUI'Idl Oaat nat lndlYt4u&ll) Ira m &IMWlt na s.. thla tJst 

m&Jpfaatlee luarlnat maintained bJ W.. u of Ju1W7 IS, ltlt. 1!\t LaMe 

IM1l IIWDtaiA m~ract1ee lna&nnce thrC!Uift ~ Vlrllnl& Hatpltal Ree!pfocal Oft a 

-cJalJu made• b&lla ~t ate term of tbt r.a.. Purthetmare, MJ4 . 

lnaznn&:e 11\all att.ativelr cow• Ute. LalaP and LaMe aplfttc rbdc of a tOtt · 

c.lalml lftldt alter Ult !tltetl9t Date atillnr from oec:arnnc• prlar ta U\e . 

!fteatlve Data. At term!nattOft at the J.aM, WIM' sh&ll eiU. eont!nue the 

Ucwl lulrance or thew.- Jb&lllft lnftran.c• parlance~., aut the tau• so U.t 

tbl t..... and Lulor wtll be f\&117 proteeted tr~m 11f1 rl* ct !c;;:ai !~ c:lalu made 

atte tilt termlnatioa dat.t lrilm,·trom oocu:rnnca ptlar to tbt tvftllii&Ucm data. 

U tither pu~y mould termlftace tM pNSCt ccrrerqe, lt IMl1 ~U1 out the C&U• 

.aflJelet ta fuUy pt'O&tat uah from all priGf OCCUI'I"'ftctll. 'nlt t.uMe lti&U obtalll 

aa endcnem•t tO tM raalpnactet INannct paU~ ta be cSeU"red to Ute Lulcr 

on ar t:Mlore tilt !ftecUYe Date and annually dur!ftc Ula cetm of thll t.u. In Wftieb 

uw J:nuw stat. tbat tt Ia • ..,. of ua. ptO'Ilalanl of U\la p&rii"'"''IlO ud arrea 
tbat baa. a.e t..111or Md lAtiN .,.. proteat.s u lnU'Idl from all c1&1ma retand 

c. Ia uall ~ta. Aftao tetmtnatton. Lular lftll1 atat&la ttae endclnllfttntl 

and dtllY• Ulem to Lain u proYtdtd In the preoeec!lar Mntenoe 10 lone' u 

1..- II at rl* tor 11r1 dalJa. 

Cll J&ft11U7 15, 1114, ltll, lHI lft4 1110., ctumr the ttf"ftl ot tbil 

LMie, lbe 1.-.. lblll e.-~ atoruald ~r..:llae luuuce eowerqt to be 

ll•n•Md. If MOc.&tJ, 10 U\&t Ute e.we:ra,e amouau CM the nat sueeeedtnr '" 

,..,. 11'1 not 1al tJ\M tM ave..,. ot th- cawenp aiiiGWlta til• mak\W..S b7 

~tta!a In "'' MotUlem Vlflllsl& aru. 
(d) W... INll furiUih l...alar wit!t dupUeate ottr.ull or eopla 

nrc.tned bJ the~ contpm!M ot &11 paUela ot ~tor &ll~Dana:e 

.. 

. : 
! 
I 
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cowerart relerrtd to in sW,paravaph.l S(tl, t(b), ana l(c). All ina:&Uance rtlemd to 

in U\t a!oruai4 1\lbp&rqraphl muat be appro.td b)' tht Leacr, but IUdl &PPfwal 

wll not be unnuonably wltbheJdr Pf0¥ided. the iluuruct to be Obi.&Jfted Dr 

La1of at terminatloft lba11 M ~Jet to U. ~&1 ot LuMe which &PPf""&l 

lhlll not M unNUIMably wttbbald. 

10. Items to be Puret\ued. 

(IJ 87 LaMe. AI ot ltC.atlYt Deta, W... tbaU pwebaN ltota 

Lalor Md W.... WJl M11 to taMe total of aJl paUMl account~ ncelw&blu, 

eac:ft ol U\1 mow... tcaulpmat ltama .U.ted em lmlltlt B, .U lftw•~· and aU 

pnpaid upenaa aist1nl u ot ltfctiY• Data ll'ld u renctecl on the Lalor'• 

hlanet SMtt aa ot Muall ~ l, 1112 and ~It B. 'nit Purcft&M Price lha11 be the 

.ua of tM foU.w&nr Yalua u ot ~IAJ&UJ J i, 1112. 

(1) Elrh\7 pac~nt (10 .. ) of paUent wounu ncawea.1 
(1) Plua OM tu&adNd percat ( 1000.) ot t.M book Y.alut of 

tM eq111pment ~ 

(S) , ... buftdNd pereat uoo•) ot U\e COil of 

la'lenlar7 of uaablt ~11 auppUu on haniS 101 

H-&t&l opvatSou ud pwcMied b1 LaietJ 

cc> Plul one huadN4 peresnt noo•> ot pnpa14 ~~ 

(S) LMI CIM hundrwd ~-t (lOO") ot tHde eecount.l 

perul.ta 

(I) · Lal •• hundtld pcrc•t UOO") of Ill aecrved 

a:penMt UIUIDN bf WINe; 

m PJua Ohee pareet (U") of tilt •m ot lttma (1), (2), 

Q), (4). CSl. 1M (I) U.e. 

At the aacutJaft of Wa Leue, tM Lalit lhAl1 pat to Lalor the IUID ot 

SlOO,ODO.OO to be Mid In aarow ud t2Mn to be 109UtcS • Mareb It 1M2. Ia the 

purc!lra pnoe ot use lte1111 raflfted to In thll ...,.cnpb. 'rM ~ ot Qe 

pui"CCIIue ptlae wQl be p&lfS b1 t.M LaMe to tM lAuer on fit beiON MarU 1, 1112. 

41 of Mueh U, 1112 tbe •• ollt~• 1 ~ 7 beNOt wW. 1M l"ee..lculat.d and 

1M purcMM priG~ peld DA Marell 1, 1112 wm be ldJuted •ltb me dltlveaee 1.0 be 

•• and p.yaDle 1ft May 1, 1111. Oil lbt VftetiYI Data, ~ lha1l GICY'- &nd 

4ell'Ht all doc:umlftta a~ to oon.,.y c .. atmpa. UUI to Uw lbcwe ... " frM 

lnll Glut ot ..U ~-. 

I J.f. ,. 
I 

' 
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'leaied :premlau. At tht termination ot this Lease. Lt.&Mt s."laU uecute 1117 
docu~enu necesia.v, to rtluse tht name. 

U.-. . Termination. 'nUl lAue ma1 tNi tttminattda 

•• 0 • ~ ' : ·, 

. ··.·,:<};;,:/ . .': 
. ; ·:.:·.·~'·1.·.·.· '·.II 

(a). B)' La~Dta 

(1)' 

.... ·. . .: . ,: .. · ·.,-:·>>:· .. r ,';·.' ·:· .. :··; .. · ...... ! .· •. 

To t.he extent permitted by appUcablt bllllcz'U;»tcy law. 

lf LaMe Wl1 lf'ply f~ c:r COftMftt to tM appointment 

of a rtctinr, tnlltu or Uquidatat of all or ·• 

l~ltantial part Of JAaaee ..... U, (ala I YOWntaty · 

patltion In bankruptcy, make 1 llfttrallui;nment tot 

the tMneflt of c:mlton ar take acttantap at any: . 

· · · ··· ·. ·:"·'i',\?:!:~\~;:,:::·.~I.:,~.,:{;,;; · • • · .. : .. 
.lnlolvtnc:y law, ot lf&n order, Judrraent or .S.c:tu ahaU 1 . . 

be tnltrcd by a oourt of oompotont Jurlldlc:Uon, on tJ\o , 

appUc:atlon ot a ortdltot. acUudlc:aunc Lc&~oe a·.'. 

bankrupt « ln.solnnt, ot approv&nr 1 CNUUon MtiCinc : 

"orranlzatiOft ot L .... ., ot tppointin; a Nctinr, 

tnlllll or liquidator of all fl a aubat.antial put ol 

Lustt'a Ullt.l; or 

. . Y~::i.'./.').;'i,:,:. > :::: . 

1 ::;':··' 

· .. 
I',<. 

'•'· 
i'. 
_.,· 

(2) 

'I,\' 
'./ 

'.1 t. ,; 

.·.·. ;,::•. 

1t l.a:Mt lh&l1 dda~alt 1A lht ptdorm.anc:e ot IllY 

covenant, qreemant, term or ptOYillONI ot thla waH 

tn4 IUCh default INLU continYt Cot a period oC Ullrlt 

(:0) d&,a afLtr wri.l\aa noUc:t (&a:n dati attar •rU\tft 

ftliUat 1ft Ult cue o! Nntal peymlfttil to W...e trora · 

Wuot Ita~ in detail the dotfault. 
t:: -:· 

By Laleea 

.: i' .. 
U. Lalor lhaU dttault In U\1 performance· at al\'l c:nena.nt., 

'· • : 
1

, : •J?H nset~t, term or provlalon ot Ul1a 1Aa.M an4 IUd\ default shall continue lor a 

period of Ullrt)' C20) .S.p after written nouc:e to Lalar from W.... at&tinl in 

dltaU tM CS1fa.alt1 .ot in the ..,eat ot a utcri&l mlaNprucntaUon 1A atrt ot 

Lalor's Wllf&.nll•• w reproaanutloft.l. 

U. Oood P~lth. 1.oaor and 1Aaae &;NI U\at lho1 wUloaeh atrcllo duo 

dll.lctnc:t and COOCS CalU\ 1A perCotm!nr tAelr rtapectlYe Cltlll;aUOM under U\11 

w... 

t.ermLnaUon ot U'l111A&M, 1A.IMt &1\&11 (in ~ton oC U\e Prtraiaa CG Laaar, lA 

food eoniiSlt.ioG, OC"'d1n...r't We&l' M4 teat IZC:t;'t.S. 1.ouMe IM.U C~l'atl WlUa 
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w_. Ia \2\e tnaat.r of b'anstvrable UctnMS 1M ~mU.1 few Ult opwaUon ot tht 

HOtpll&l. 

u. Rlrts and Remecstet on Default. !lUitr p~ lh&l1 be 1ft dt!aul; 
!. •• -11 ~c...""='L~ cf ury =wnant, ~~t. :.. cz 

het'ewtdiP lf IUc:h pattf hU ~t:i\ i)t"DYLtlOft at tbJs 1.&ue ~ f&ill to CUN '· J.r, ,;-
aactb ~- wttftln UllrtJ (:O) dap of wrtttlft notlae (tm days. of wrlttlft ftOdct tn 

1 

Ult e:a• of rental paymctal. TM p&ttla ab&ll have the tGUowtnr rtpu w 

,.,..,u .. on default ot the otller whether • not Ult:N II a tarmlnaUOft ot U\Sa 

LaM u a rell&lt tfttNDf, wttlc:tllh&ll be eum&&J&Uve U.S 1!\&11 not ucludl l1f1 oc.hlt' 

rtrttt • Nnt..S, allAwtd by t!l!a S...U. cw ~ Jawt 

(I) ..._.. lh&l1 be entitled to I'IOO¥tr paM:8toe of the Pnrall .. 
. ( ;. 

and all damar" Whtctl Lea.:. may hoe NtltNd ar ma1 In tM ft.atuN .utter u a 

Nll&lt of UM Lalet's dtfaultt &ftd LaMe ltlall pat Ill ot ta.an NUOMble 

coU•Uan aosu. lnellldll!c wJUiout UmltaUon. cosu aftCS ruaoftl.blt attorney's ten 

whlch IN l.ncnmwd by w.at. 

(b) 1ft tfte fttnt of dtfult by !.alar, Lt ... lh&l1 bt mtltlacS tD 

twr:rO¥et 111 cS&mqa wttJeh t.aMe may have Nfftred • may &n tM !ut-.&:'1 N!!tt, 

u •. Nll&lt of U.t w-on det&ult and Lalor 11\all pay all of w ..... Nuanable 

c:-oUeot!Gft eoau, lnaludlftl wttllaut Umtcattan, oatat.lld r~le attcrnty'l fttt 

wl\tc:ft .,. lnaarrtd by W.... 

11'. R!O!!ItfttatJant lftd Wa~antle• ot LnsoP. 

(a) 9Pnn!satJon. ~ Ia a ccrporaUoe dulJ arpnlzed and 

Y&lldlf .mtllll ud Ia In pOlS~ under the laws of tM St&te of Delaware and 

Ia athort:nd bf tfte VI!Pda St&te Cot,aratloft C4mlftlalaft to do ba!n.. ln 

Vlflin.la. W.. ba Ute ~tl pow• ud autharltJ t.o lftt• Into UJd pvfcrns 

Ute tw• of U'lla Lu-. "nl• aecutlon, del1Ytf7 aDd puforrn&nae of thla Leue 

bawe tiJMn dld1 111taar~ t1f 111 ft.....rJ c:orpora~ aot10ftl lmhld!nc, without 

UNtt&Uae. '"""&1 of U\1 d!Noton and lh&Nboldtrs of IM~or • 

. (b) Abelftee ot Coftnlc:t. !zteUtlocliDd deUv.,. of thfa t..e .. &ftCS 

U.. ,..tarnauH .and oo~~~pl!&aet wltft tM t•m• hereof "J 1.a1ar will aat COftntct 

wtU.. or Na&lt Ia 1M bNull of MJ of Use ,.,_, oaadlt!aM or ~ of, ar 

~ltutl a dlfamt \JftW, ar ..-.all 1ft the er.Uoa ol 11r1 Utn, etwore or· 

·• _.....,._, UfC1ft Ute Pnm!MI, purwaat ~ ltl nrt1t1cate of lm:arparaUoe or 

bJian, • _, ~ ICfWIBtnt, lndentmoa, ntortcce, 1eul, q"N~mtnt, or l1f'l 

other lftltrla .. mt or 11'1'/ ardet', law,~ NCW&t.lon, Judrment or d.c:r.e to •"ldllt 

1.1 a p&r'tJ or bJ wt'lleh lt, ar 1Zrf oftta atnUates, or 1111 ot lU ~rUa ue bGUM. 
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(c) !'fo Mi11·9~o::ton Lien. l-aa tund.a wert rteeivtd to cONtl\lcl, 

tm.,rov• cr acquire lhe Prtmilu unw the •Hill•Burton• Act. 

(d) t.ieenses end Pe!"tt~lts. Lcucr hu all nec.U:.:y lic:en~es and 

p.rmita tD oc:e&qfy and optrate the Prtm&Ma, ln.:ludinc, without limitation. Ueensu. · 

C.rtitic:ate at Put1Uc Need and pcrmiu iuutd by the VqtnLi t)ejtattmtnt ol P~lic 
Health. the VLrcWa Hulth and Pl&Miftc Commlsaian and &U ~Hal ranmmcnt.Ll 

authcriUu, &I required under applic:&bla laWI, Nleaand tel\&l&ticma. 

(e) Accredltalions And A::~prOYals. 'nle Prtmila are accndl&ed ~ · 

tbt Department ot HtAlt" .k Humu Servlc:a, Dlvlllon ot SuPYoy and Ccrtiticauon1 

end It b a pro¥ldtr ot htaltl\ CAl'l torvlca .eUctbl• Cot rtlmtnuament under 

Medicare (\JSC TlU. lll, Slue Ct011 and almllat lnlur&r.Ct pro;nma and uftd.lr · 

Medicaid (USC 'ntlt 11) and undtr aimUar C:Oftt:actual prarrama. True and correct, 

c:apiet ot all reporta and c~ndence c:oneerrunr the maa· recent :.Sedic:ar. and 

Medicaid ttvitwl haYI been furn111ted tD L&uet. lAaar 1M Laue lbal1 c.aa;>cnta 

In maintain~ JCAH ac:c:Hdit&Uon, at no coat to Lalot. 

(0 Zoning and Land Use. Lu1or and tht Premises art not in 

violation ot any aantnc, 1aftd ue, bui~ code ar oUter law qpUcablt to the 

Premtsa. 

(c) Financial Report+ w..w•a P1Aanc:1&1 S&atemut.a lor the Yt&tS 

endlnc June ~o. UTI, 1110 and 1111 INS t.M una&ldltld fltlanct&l atatemmta 

c:utlfied bJ u ofnc:u of ~ cktad u of QcemtMI' 21, ital, aU ot which han 

been cSellvertd pNYioull)' to LaNe, and the unauditK Cinanelal atattnscnu dated 

u of Janua17 Sl, 1112, Pebrvlr/ 21, 1112, and Much Jl, 111211\all 1M cert!lied by 

an officer ot Wuclr lftd prampU)' dcllvtred to 1.uMe. Zac:h and wr1'7 one ot the 

llnanclal atattmata reluenalld lA tiM preo.Siar Mfttancl lh&U pruut fa1rl1 U\t 

ranaac:lal po~IUM ot W..... u ot the dat• 1Ad1catlld and lM ruulta oC ILl 

opvaUoftl tor lilt pertad.t ipCUJed, on tfta accna1 bula ot accouatq, &ad h&Yt 

~ (w wJll h&Ye M~ u tM a&lt mar IM) p,..,-.d 1A contarmit7 wiUl JCMtllly 

tC:Ctpted ACOOUAtlnC princ~l& 1\e Plnucl&l lt&temet.l whicft ha•t Mia &Ad 

wtt!dl ww be tunUihld by w.or ~~'~ CNa w CGn'ct t.D u. bitt of talor'a 

k:nowlq._ To U\1 but ol Lalor'l kftawlqa. the~'~ II no fact rel&U:\1 &A t.alor'l 

tln&nclal diac:~Dtiuw •"lch Lealcr bu not dhc\gced ~ ~ lA m~ whiell 

ruteti&Uy adunely attec:U, e~ wi\Jch coW4 ru..ICC\&bt, matttl&Uy actnrM11 aClec:t 

Ute Premlau ptlor to, at or altu U\t !!tecUvt t)ate or •"1c:h eoW4 a!tect I.AIIM'I 

abWty \0 petfatns lt.l aoUraUOft& \&n&Str t..'\La W.... 
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(h) Atttet.ee of Undl.se!osed L!&blUtlta. !znpt u oU\trwlae 

dlloiAMd lD writ~, U at Ult !tfiCitiYt Date, waar sMl1 h&Yt no 11.abWtla· or 

oc.urauans ot uy nature wt'lethtr esotute. acmaed, ftlfttiftetnt ar otllerwlat, 

wtMithw due or to become clue, u prlll:tpalar pnzat.or, wblcta ue not· .. n.:ttd 1ft . 

the llftaMlal St&ttnteftts ar 1n tlse nota UltNro rw In !zJ'llblt P rliNto, u~t tot 

· &eaaunta paJ•la lftCUft'ICS £!nee tha datu thtnof 1ft tilt onUn&PJ count ot ~·• 

ud 1111 &coNtd tua, whJcta, lnd1Ytdlla1lyar 1n Ultlftl"'f&tt,.,. macarial co the 

. PNmlla ar USe •WtJ of 1.a8ot co tully pertorna Ita obUcatJou heN&nd.,. 

(0 Absenee of Mattrtal Olaftl'.. Slnae June ~o. ltll, "- t1u 

OOftduattd bultnal operatlorw ID Ula ordJnar7 eCIUI'II at!Mr Ullft u d1leJaMd by 

1.alar and hal nata 

(l) lnaurNd 1111 mat.arta1 ldYti'M chine• 1ft U\e tlnanolal ; 

ooftdttloft ar In the operattoa of us. bultMII of the , 

PNmlleqor' 

(:) tno\lft'ld MJ obU,&tlaft • UDUltJ Cabebstt .. 

Hfttlftrtntl, uaept nrrent llablUtJa Lncnalftd and 

qnemeta IDd eofttz'UU mta"'d lnCO 1ft Ult OC"CClD.u7 

CIOUI'II of~ ar 

(2) IOid, ..tped, • tranaftrNCS MJ ot lta ... t.s or 

c....U.CS 111'1 dtbtl or elda other Ullft 1A tM Grdlnar7 

oaane. of buliftaq or 

(4) 101d, Ulfped, tranalamcl or terminated wluntuilJ Cl' 

!"\ attatrwiM, 1Zf1 pemmcw ar prlnta u---. 
permits, uonctlt&t.!Oftlt or approylll Nftn-ed to 1ft 

(S) martrarld. plqwd ar uJtal84 t.o _, u-. ob&rp w 

_, ~ • ollltr l~f•t!- ot uua, tM 

PNm.lla. • 111'1 partSaa thet'WOfl or 

(I) walnct 11rf rfe'ttl at Uttatstlal y&Jn, ecatnatal ar 

otberwlla, wt\eu. or aot tn tM OfdJn.ar7 ~ ol 

bataaqar 

(T) .attert<t 11r1 ~&t.uial damare. dcttN:t!oft or •• or 

l.i-./· 

---·-" -·-·--·- - .. 

} 
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(I) made or l~&!ftttd any amendment ot &ermiNUon ot an7 · 

contract or I(J'ftment. tfhidl actverHly atlcu ita . 

bu.sinua tW tbe PNmila; or 

(I) ltlttnd Into MY &CI"'CIDC t to do MY ot the !ottJOinC · 

In the tutuft. 

Assets !mplaved. l.eaor 1\U no Cllftlcally related unu other · 

thin u t&fured to 01\ Ule Ezblbiu htNCA and U\a Prtmba =nstiwte &11 uae . 

&INti ""IUU1 u., ucS wt\lch .,. Ulld bJ and trAplo)'td lA the buainca and 

op.raU0111 ot Lcaar u c:urrmtly eon.duetcd. 

(k) Coftdltioft of Premlses. LaMe lhall have the riifll to ins;»tct : 

U\t Prwmilu prlor tA Ute lfltetlve Data co ..,... Ulat "'' PNmisel .,. in • ro~ ; 
atata of maintananee and rwp&Jt. Lalor wirraftts that the Pnmilu contorzn iA aU\ , 

material uptet.s tD 8ppUc:aDS. law&, otdinancU. an4 teeW&tions con~ tM' 

OC*'atioft thtNOt •• a hOJPit&l and u otharwiae btinC prcaaUy UICtd.. 

(1) Conttaet3 and Commitments. !Mh&dtd u E.a.hlbit C hcreco It 

• Ust u ot the 4&tt htreot ot cac:l\ contract, leua, ud qrnment relatinc In lA'/ · . 

way co the PNI'Ilila, the Nlatld ... u &lid Ute 0\)Ctatioa M4 uu Usueot •• • 

batQit&l. l.ncludinc, without UmltaUon, lfPI'Ot'all. aecndltaUona and Uemaes from 

pyemmantalauthorttia, Blue Croll and equlv&lcnt lnauranct ptGCf&cn&, Medieaid 

and Medlcue U4 otM:t eonvacW&l ~caa and aU qnemmta with w relaUnr 

to cmployea, ata.tt me~ and ~e&ltpeiaUIU.. 'nl~ ll&l bHn DO bnaCII at 

default ot MJ ptO"IIaloM ot llt'f eontnclt. acraement, 1u.H fit Uc:tn~t lilted ln sald 

l&h!blt (or otbatwiM) b1 Lalor wtllc:h bu not bftft previously cured, or to Ule 

kno•led;t ot Lalor, t.1 1111 otMr p&ft)' ll'aeNto, &n4 nothlnc hu oecurrtc1 whld\ 

wlth 1apM ot ume or Ute Jl'linl of eotice or Mill would c:auUtutc a Mlacn ct 

cSetaulf. bflAIIat, or to tl\4 know&•• of IMiclt, by M'f ot.Mt p&ttJ tMreto, wlth 

rapec:t ta 11ft alb coacract, UotnM, qNemet ar Juae. t..... 1u been 

furailbed wiUI true and oonsplete copiel ot 111 oaatracta, qncaacnu. laua and 

U...lllt..S 1Aa14 ~it. 

(CD) Lltfetlon. &zn;tt u 1aa1 be dacrib..s lA Ediblt H, thCN Ia 

no adm.!nlltraUn, judicial, priYata or othl:t actJon, Jl.dt, proceedi.nc, lllquity or 

b'a'ttsttcaUocl ot law, or Jn c.;l&ity, ~fott or by MJ piA\Ic: l:loud Ott ~Y or 

otherwlat padiftC (ot, w U\c mowledlrt of Laa«, tl\Nat~.S l(&iD.It at &ltectln; 

Wllor) 01 ID &~at aowledC• ot lAAot, M'f multMloua bu.ia \!\.,..tot, whc"iA u.y 

untaYotabla deolaloft. N1lnJ ar 1llld1rc would ban a mal.eri&l &dwetM &lter:t. AD (U 

-u-
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.. iaaa1081 rm .12 
Ute oc-atton of the Prtmlla. (11) the atatua of11t7 UetnMI or permtta ref•'""! tD 

In Seotion l'(d), CUD the atatua of lltf accr.dltatlons and approvall referred tD 1ft · 

Seotton l'f(t) or (lY) WI z.. .... 't'ber. .mu no thrtatent4 ar pendl.nr dllc:lpUtwy • 

: · ._' :· .' ·:, );·_'·.":' · '' ,: · aot!aM • oUter aaUona q&Jnst • rwlattnc' ta 1111 memDer ot ca. Ha~pltal statt. 

· .·:,:;:.:::·:: ~.:.', .·: ' ... ·: . , . (n) LftiOt"'' ~mptoxea. !zhlblt 1 htNUIIetl forth a eornplete Ust · 

···u((~:.:··.':::>':: ~:· ·'.of Ill of~ aecutlve tmplafea, Uaet. Job uua and n&el of pa,, torethcr 
•• \:. ·:·· .• ·.; • I 0 i; I •• . . • . 

; . , ... ;·,, :·. · :: ·'. '·:· ·. . ' · wltlt eapla of lnJ 1M a!1 f~ btnollta and ptriOftfttl poUala. 'n\e dellYftJ ot 

·' .. ;.;;. ;;::· .. ;.·./·/~;\(~t·:~ ~ IM!lnot lmplJ. ar lmpoee 11fJ obllpUan oa LaMe to ..ame Cll' t.e. 

:· ... ·:',>/~'···'.:.:.~\~:,::·bOund bJ ..tl tma of emp!aymct. ,._.edit no eontraata ar qNem~au 
. ·. ·.-·'·'/.~:'·:·-:.··t,:·.:.~.,,>·:·~. \ ... 0 

< . .'·, .:·:.;}.'.l .·:··. ','~·.:.·,;.::;"_..- betwftll ~Lalor and Ill'/ emploJ• ar ltaU member prcMdlnc for bontaMI ar 
• I_' : :, ', ~ \ ,' f l~.: t : • ',' ,• \'t' ', f : : o • ' ' I ' ' 

· . .: .. · ... · '<:\r·:, ;,· .. : tu•.ot emp!Gfmet anpt u Mt fort!llft IUdl !zhlblt. 'nda Jilt wUl be heldlft 
... : .. ·. :_.1' :.-':'·:-.. ··:.: .. ,-,:: :, },~,. ;,· : . :. . .. : 
. • • ·' ·. ,., ·1· .. ,,.,, · .. · aantldtMebf Llllee. · 

• • 1 Y: 1

, 1 ':.,:•'r :, : : .··: ; i ! :! ~ j' i ~ : ' ': 0 , , • ' , • • 

.. :· .. ,·,·.··r'.',·,;< .. il-· .. ·.:(;1 ~:!·~:.·: ... ' .::· (o)). !molO¥ees' !r!fts! Benent. z.-. man be f'ftpOMibla tor 
:.~.'.\:· .. :··.··.;·~;·4'! :. ~:~·;-;: .. ~. '' ·~ '. ~· . . . 
. · .. ·: ; .. ; -: .; '_:': ~·:: ·:: ... ' . \.normal &net N&Janlllle frtnce benetlt.l we w-on tmployea ·~td and vnplld : 
, ' , 0 00 , '· • -: • O ~ \ I t. I , • , • 

0 

· · ,'. ·· ;,:; ;:' ((· r/t(~\';··\'::;.~: ;~~ io ·!ff10U~~ D&~e, acept that all pa,rall aptnsa due u &toteMld etll be 
. ,'; : ;' .;·. ~ .. ' :· .. ; .... .,_., .· ·-. '· ...... '·:: ~. . . 

· . ·, \' · ·. ,· · ·. · : : 1:: ~·: · Ule rnpanl1bWtJ ot Lalar prior 10 !ff•U" Date. LaNe lh&1l be nlpOftl~le for · 
.. , ; ; I· >·•. •. :,:, J·' .. ·. :{; . : ' .• • . 

.'· · .. \.· .· ; · · ·· '.: ·.· ... ·.-,•aJlalctc Juye and waoatfon tlme ecarutd and umzMd bJ Lalct'lemplo1ea prior Ul 
' ···.· .·.· ·;· .. ·. ' 

.. · :. :~-:·:. !ft~n Data. Llaar •ball be NlpaftllbLI for narmal UIS nUOftlble ftlftrt 

.~;·' 
·.· .. 

: I 

' • I 
0 • • • ~ • 

. i, 
., 

·. ~ ·.: '.: · ': · btneftu .,_ a.-.... emplaJ... at H01pl~ ~etm~ld lft4 Q~~P&td u ot the 

. ·, • · .. twftliftatlan data of tM W.., anpt tMt IAII" IMJ.l be l"'l90ftt~la for &1l 

peJIOU ezpc~~~~ due u aforesaid. Lellar lh&ll be nsponalbla for &D. sick le&Ye and 

nation tlme .......- Md unuMd 'f:li LaNe's emplcf ... u of Ule twmlnatton date 

· · :.1·:, .. ·., · oftlle!M-. 

(p) t.baP hlatiOM. 'ftl_...,. no Iabar contrac:U tD whiCh S... 

-::.:· ,-';·.,·.· ·11a pel'tJ Md UleN II na requac for a el•Uon ptftd.lftc at the date !tenaf • 

.' .. '; .' .. , . . . (q) !lo VIolation• ot Law. 1'Q Ule bell of w-'1 knawlqe, 

j • • • · : : .i 1.-ar il aat eoachiltinl ltl tNGnaiiB •lol&Uon ot 111'1 r•l'll, nate or \Dall&wa, . 

. ; : ·, -~: ~; ·~.;;. · ':. ·. ~ .. ~ f'II'&Jatlou or ardln&fte• CNI'ftftU, Ia eff•t tD wbldllt II Mjeat lna111d1ftc, 
. ,!, 

wlu.rt Ualtatlon, Ia•• and Nplatlont NJ&t~ ta lll&ltft·..,. pt'Oridln, W.S ae, 

•ntNIUBtatal· pPaC.tlon,. oaeupat!onal l&telJ or ~ pne-, ...,.., baun, 

w. IllS emplaJment. praatlaa. lftd at tM !tfct1Y1 D1te, tM PNm!Ms, u 

ftftltNitecllftd operated, wUl Ylolate no t;~PUcable Law, order, ru1.t ar ,...w&t!Gn 

re&atlftC ta 1M tiM ar oecupan1:7 U..teot. 

(rt O..Mnts. No OCII\Mfttl of othcr pG'IOM or ent1t1• lh&l1 M 

required tD b4 obta!Md ln o:rda' far IA~ to ettr Into th1a Lalla, ta u.wte and 

-u-

. . . 
•' 
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deliver Ill documenu contemplated htNby and to perform &ll ot wucr'l 

obU,&UOM hereunder acept UlOM lbttd on Ezhlblt 1 attached ht~to~ wbleb 

COMCnU au ,. OOtalntd prtot to abe !ttec~YI Date by WJIOt. 

(s) Pull Dlsc:lasure. 'ftae lnfatmat.ian provided l.aHe ttlatinc \o · 

the Premilu Md Ita operation bu Mlft and shall be tnae and correct In all respec:u 

on tilt date hereof ud on t.ht Ettec:Uva Data, and Lluot lh&l1 ha•n not failed to 

adYIH LaMe ot M'/ lfttarmattan wtllc:h w.cr, throu(h tM altCJM ot pn&denn, 

could Nuaftl.bly ap.:t would be IDA&arial to tJ\t operallan ot Ult PNmlsn and to 

. LIIMt'a luaiftr tbenof. 

(t) Contor:ntty with Omnibus Reeonc:Ulation Aet. All canuacu 

auumtd by lMMt httcundet Mall be In ~otmlty with Sac:Uoft ts2 ot tU 

OIILftibua Rec:onc:iliatlon Act ot uao, PLII-411, proytcSJnc ftW the accaa to tM ·. 

booka and r~c:otdl ot iubcanttac:tcn ot Mldla.re prwt.,._ by tM Sac:ret.a17 of the · 

Dcputment of Hult!l ud Human s.mc-. 

(u) Primary Lease. The real atatt lncludc4 In t1M Premiau Ia 

cam;triMci ol - FiiDU'J lcuu., under Ill ot whicb L&uot b ciUW the laMe or 

IUblaMc. Luaat wurull ud Nprat:n&l that It b CWTiftt In the pufatmuce ot 

alllll abU,aUonl UIWit each of lM lulu and Ml ar ah&U h&Yt bJ the !tfct1Yt 

Date, Ute authority lftd power to aster Into Ulla 1AaM and fully pertarm ueb of lts 

obU,aUona bu..wus.t • 

11. Representationtand Warranties ot Lessee. 

,., Orranfutlon. LaMe il • e«para&ion dllJJ orraniztd lnd 

nUdl)' alltJac In COOlS lt&Ddl .. un4lr tM Jaws ot tM Slate of TCMUNt with. 11.&11 

corporate power CO CVP'I Oft ita buainua aa now CGnducced. TN• and cornc:t 

eapia of the Artlela ot lnecrporatloft of thl WIHt and Hlllth Gtoup Jfte., 

certilitd b)' Ute Stcn&aa7 of Stahl of TtMaMt, wW be cldinnd ta Chi t.caot 

priar - U. lrtac:tiYe EMU. 

(b) Authorltt. 1M 1.-.. II cathoriad ~ perfatm the 

ottUptloftl 1Mrtun41r' and tbe apprwtl ot th1l lAaM or UM tnnaaet.Jol\1 

eontemplated h.,.by W t.he t&ookbolders of the LaMe Ia aot req1AN1S bf &nJ 

ptOrilioa of ltl .vtlc:lM of lnearparaUoa., Byla .. or bylll't Nla or rqul&Uon at 

UM Hew Yen Stock E.&cbanc .. 

(o) Coftlleftts. 'I'M aac:uUoft and pvfwnwx:e of wa W... wW 

DOt 'flolatt Ill'/ CM""Iaion ot, ruult iD UM bread\ of, cr conaUtute a def&Ult un6ll' 

1117 Gr'dlr, writ, lnjunat.Joa.. o.cr.. of aoutt. pemmenw AJIISC1• ar &tf)iU'al.ioa 
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WitJi" respect to capital additioftl to the Prtmiaa. either Lt&ICI' « 

Laaet may propose, 1ft Wl'iUtl\ documtntl delivtted to the olhtt party; 1uu 

&dditiou to the Ptemlsu u the pro;»GSinC party may ••m nee~S~UY or 

apptepti&&L Ivery rt&IGMDie elton. &ball M maCS. to cuke IUCb ptoposai &t. laut · 

n!ntty (10) d&,s prior tO tilt raaca1 y.u tftd ot UMI Hoi;Jit&J. Cot inelulion Ill u 

unual capital bucctt. fA Uaa nlftt ·tM, there are addltiOt&a t.o USe Hospital. Uf 

addtUon&l teftUl cSu• t.heretar MaU be aeptlatccS 1ft ioocS talm &Mtwecn the patlieJ. 

22. Fumltute, PtztuHs and !sufpmlftt. AU tumltuN, fisturu, 

machln.,, .;Wpmmt and Item of penaaalty (reternct &o MNIA u •rP«rl ai'IIJJ 

be dult wlt.h., foUowa 

(&) P'F~E Owned bx Leslat lftd Purc!haHCS by Laaee. Fl'&E 

owfted by LtsMr which wu purd&ued b)' tba l..aMe pursuant &o patqr&ilft 10 . 

•hich r.qulru rtpl.&oement durtnc the term hereof, lha1l be replaced by Lawt and 

at tarnainatlon ot ~ Le ... , a11aueh otlps&l FF.tE &ft4 re;»lacemenu thereof 11\&ll 

bt purchaac:4 by Lt.sJoto at book valut u ot the tetmlnatlon ot thll ~.e .... 
(b) Fl' .& £ Owfted by t.e!ISOt t)ut not ttureh"~ bY l.essee. AU 

FF&E owned by Wlaar tNt not purcALNd on Marcn 1, 1112 by W... 1hl11 NtNiD 

tht ptopel't)' ot the .Waot and may 1M UMd by the 1.aMe durUt( U'lt t.trm oC UU. 

1AaN. Alt71Uda ll4cE wt&leb reqlllta replaamw durinC the term he,..,l, at\&ll 

be replac:ecS b11.aln and puteh&Md by Luaot at book Yalue u ot terl'ain.UoA of 

tM lAue and all-.eh fl&l Wll become the~ oUI\e Lunr. 

(c) FF&!'i..uad by Lessct u ot the !tfeetlve Date. L&aot Jl'l&ll 

.. icn &o w-e. an rJihu under .uch lulU Uncl&adiiiC the npt to purchAse) and 
IAIHe lhal1 ,_.,., Ute obUratlona aacn&Jnr after Ulectln Date wlll\ respect Lo 

tM:M 1eua. Leaar IM1l CibUlA all necuaart OGSMatl requlnd tot auda 

UltpiDCIIU. Alllt&Mid Fl &I wl'ala nquira NplaatJDiftt durlnJ U.t term ot WI 

t.ue IMU be replacted by La.... lt LaMe 1MIU the nplac:emcata, &ad Mid 

Npl&amc&a are ltUliMJac luMd u ot the termiMU. of th.C& X.... Laaot &hall 

..... ,., • all of IUCdl laMS, and W... ahll1 .. ten &D Lalcr U.OM la.MJ 

Uae1udJnc the Iicht loo pwch&tt), an4 Leuot lhal1 &~a~mt. &M ODU,aUcw •eeNlnC 

tlw ~ termln&lLaft ot tbll WIN with tapact .., thGM l?.t! 1UMS. X...... 

lhiU oot&la Ill .AaOua&f'1 CORIOAU nqui.Nd for web aaipmeAta. tr LaNe 

pr.&rcbuol MMth roplacemenu, Laaar aMll puroi'I&M 11&1 • &U of tl\11 lf4cl at lu 

~ Yab&t u of t.ha t.arftiln&Uoft ot thla t...&M. 

(-t.r· .f .r 
I 

- . . . . . --·------------
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•nr•J&te total S1,2SO,OOO.ao. lurthermore, on ot &Hlort AprU 1, 1112, W&a•• 
ab&l1 aecute a atcutity arr•~lftt ud nnUciq statement fn which W... IMU 

crane to L1110t a811Curlty1nttrtat ln the alottsald patitn& accounu·recelw~la, Ud 

lftall promp&ly aecute ll'l1 docu~aenu autaraitted btlA&Ia' u furt!la' evidence of 

tu Ulipmat 1M cruUIII at a ~~aurl&y Laur.at 1n the atONIAid patiaat accounts · 

rectiY&blt necUIU)' to knp tM llllpmlftl a MCurity fn&arat La full farce an&S 

etteet duriftl &he term of WI W.... W... uncondltlan&Uy qnu tJ\&t St wUl pay 

allaccounta I.D&:I.vNd 1n Ita opcaUon of tM Haspltalwlt.blll tortrftwt (-45) dAp of 

tht cSatt lAid account Ia lacurnd. 

U. Ma Partnership. 1.alar dou not by tJl1l LuN, In MJ way ar fot MY · 

purpose. becomt a putMr of W... ID the c:ozsduct of Its bualn .. Cll" olbetwiN, ot 

• Joint Ylfttuter w a mtiUcr of a Jolftt tnterp"lH wlth W.... 

2t. Indemnification of Lusot. LaMe wlU at 111 Umu dllttnc \he terru ·. 

at thll W... lftd tMtt&ftar Jndemnify and hold hltml&a Lalcr, Ita •tocJcholders, 

oCllcltl, &;lftts and tmplofea, from and qalut 1111 and all clalru, actiona, 

damqu, lJ&blllty and ezpcnaa, lncludlnJ attarn•r• feu, ariaiaJ froiD ar out oC (1) 

Ill'/ occurrence ·ln, ~ Gr at tJlt 1eaMd PNIDiHI, w (2) the accupMC7 ar UN by 

LaMe of UM IMMCS Premlllll ar ln'f part thereof, or (~) oocuiontd wholly cr ln 

c-t by 1117 aet or omia:ioa ot W...,Jts qmts, contracton, employ"" MnanU, 

l.nYitea, JaNu, or concualoaallu, prcmdld that IUCh oeewrtnCt wu not caused 

bJ tiM fault or MC11cace of~ w lt.a qenta, employea, • r.pructaUYa. 

a. New Bulldls and Proposed Mew Bulldlnc. nuriftr the term oC tbla 

LaM, LaMe ..,._ that all ,.,._ u1ne tM n•• ofnc. ttuild1ac or p~td 

offlee build1ftllhlll 1\&Ye. unllml\ed rtpu of lnpua and tp'UI tG IUCh bu.Udinp. 

Puru.trtDOn, all.ach ,.,_.lhlll hftt equal accaa to all aarface paridnc locat14 

- the Pre-... ln tM I&IDe AWUIV &DIS It tM MIDI CO.t.l, If UJ, U pel'IOftl saainc 

1M HOifllal. 

W... IC'f'HI Vl&t tbe atareald two buJldlap lft&1 be UMd b:t 

doctan and ou..n u otnc• Ud tor otbcr purpoMS ud ll1d u. wn not ra.e 

toftlldeN4 Ill Yloi&.Uoa ot 1117 noo-eorapetlt10A &CN•mcta wtdcb an eonMCtld 

wltb the laM. l&ld bu1ldJ.nr Wl1 aot be 1lled P aiUI'IicteUI' DCr far ..,ttQJcbt 

petiMt ofMrraUoa. AU lnoo114 r.ct.lYtd ltoca pat1dnc lhlll Mlonc &a W..e 

dYriftC tM taraaa ot t!Ua Leue. uecpt thAt laaame whlc:b Ia dcrind from p&rtJnr 

located IInder the pre.Mnt ~~and Which Win be Jocac.d 1ft tM MW buildi.ne to 

be eana1Nrted. 
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U. L...,., Aee .. to tntcwmat!ott. W... lba11 naue &'rallabll to: 

1.-. •all of Ita NOOftll u lb&11 be neulilll7 to ..aN Leaar tMt t.a.e. !a ruu1 .. 

perfarml"' ttl dutla..,. \:ttl& 1.-- ad Ia ftrNftt In~ ita ablfp&!anl ·, · 

wltll...,.ot to~ P.JIIltftl ot ltl orwclltan. L..c. 111.111 ftOtUy t.u.e tn wrlUftl. 

Of &nJ IIDDOCIIlftX'mltJ CIP lrrepkrttJ IDS tpeelfJ to Wtae 'What aotlona te... . 

lhalllld take to ownet Ule attuau-. 

H. Prep!rtt Lo!1z Oamae, llelmbutulft•t. 1.-. 1MJ.1 not be UDJa . 

tar llf'l daaaap to prapertJ ot 1.uMe • of otMII aa the 1eued Prwmlll:l. aar t• ·, ·. 

tM • ar damap to et11 Pf'OS*'t7 ot W... ar otbwl bJ tbelt ,. otberwiM. ·. . 

w-rltllll aot be IJ&b1t t• 8llf lnJurJ• danaqa to per10111 ar propet"tJ Nlllltlftc : . 

flam a.., aplallan., faWI!C plate, Iteam, cU. elaatrtc:ttJ· .... raiD Cll' snow ' 

lelkl from llr'f pan of l&ld Premt.a, ar tl'om the plpa. appUuca ot plumblftl ; : ·. 

nrtca flit from tile .. r, atntt ar u-.rtace or froa Cf'/ ou.v p1aoe .. b1 ! 

dampnaa fit bf 1111 ott. C&UM of whlltloftw natan, un.lal o&IIMd t1y • due to . 

the fteiUCIMI ar fault ot Lalot, lts lltfttl, Ml'"llftU Cll' l"'f~ 

· ·· •• · ~S. LaloP'I R.lptt to Perform I.eaee'l CDYwnants. Jt LaMe lha1l at MJ .. 

U.. taJ1 Co f11 Vf1 tuM, • tall to MINI'W ar p&J ffllt, • to m&Jat.l!a and deU'Ier 

1111 of Ult lunnoe poUol• pt'O'I!dtct far bawlft, flit lhaJl fall to IB&U ., oUw 

paJ1B•t ar petfcwm lll'f ou. aat reqWnd ar ~ M pvf•mtd 1a ~ •ltll 

_, t.erta ar Pl'ftlal- ot wa .~ thtn Lalor, attu ntteen (15) cta,. wrttun 

naUH t.a 1.-. (ar wltMut natlM Ia aue of a bon& ftde em..,..acr> ...s wl~t 

nlYtnr. fW nJ8ulnr ~ bolD llf1 Clbl!pUGM to IUb MJ ol u::b P.JIII•U or 

CIJII'foras 1Z1f1J otblr lilt oa w... .. put reqqlNcS • to be pvtarmlld Ia Ws Laut. . 

mar •• apen tM dlmiMd PN..U. for lftJ ..h ~. lftd take all •eb : 

IOtlaft uaer-t, • IB&J be reuoaati!J ft.....,. 
AU ._ • pUt bJ S... ad all allltl lftd a;M11111r lnoludlftr ....-~ 

awn.,-i f..,laaalnd bJ t.-or Ill -•U• wlttl u-a perfarm-. of _, .­

lit, tapiMP willa latatont u... at Ute race ot 11zt1e ,.,.aet nss) per camua 

fNa u.. ,..,_uwe dat. ot 1.-cr. abllpU.. aztA/fllt pa,met IMl1 be pUS bJ 

1.-.. to 1.-ar • -demand, M4 w.at IMD not M U1'111tlld Ia Ule proof ot MJ 

d&Sipl whlth Lalar IDa)' dalJa aplftlt tal" aNiftC CNt of flit bJ r--' of 

'--"'1 fllJin tD prcmde and k.., ln tcn. lnalraftoe U &fOf'tsald, to Ute IIDOGftC 

of u.. IM&ruH Pftllll~m~ flit premluN not paid ar lMatn4 bJ Lt~~Mw lMlt Le~~ar 

lbiJ1 a11o be lftttts.d tD ,..,..~~" •maca far ~ tnuh lftdudlftr U\e un.lnJund 

amount of llf'l Jail ta tM utlftt of Uf1 dlftoleMJ Ill &M ~ l"''qU!nd b7 U.. 

/... L.r: 4-
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THIS LEASE AGREEMENT is entered into at Al.exandria, Virq. 

this 3rd day of July, 19eS between JEPFERSON CORPORATION 

ALEXANDRIA, a Delaware corporation ("Lessor•), ar:td FAIRP 

HOSPITAL ASSOCIATION, a Virginia corporation ("Lesseea) . 
. 

1. E~~mi~~a. Por and in consideration of the sum1 

hereinafter payable and also in consideration of the mutual 

promises and covenants of the parties hereinafter set forth, 

Les•or hereby leases to Lessee and Lessee hereby leases from 

Lessor the real estate locate~ in the City of Alexandria, 

Virginia, which is described in Exhibit A, and the related 

equipment, furniture and ·fixtures which are described in Exhibit 

B and nonelinical re~~acements. The real estate and equipment, 
·-

furniture and fixtures an·d nonclinieal replacements leased 

hereunder shall be referred to as the •premises•, and sha~l· 

include the land, the main hospital building, the entire fourth 

.floor of the main hospital buildin9, also known as the nursing 

wing adai t:ion, and the space leased i~ the Medical Office .. 
Building which includes the third floor and suitaa 

--------------' all of which are currently 

utilized in th• opez:ation of Jefferson Me.morial Hospital 

(•aospital•). Lessee acknowledges that the fourth floor of ~he 

main hospital building ("Fourth Floor•) is a shell and accepts 

said Foarth Ploor in its present •as is• condition Yithout any 

warranty from Lessor aa to its condition or fitness for a 

partic~lar use. Lessee shall have the rigbt at its sole expense 

to make i~provements within the Fourth Floor. Further~ore, 

Le!!lsee agrees to take the ent:.~e Premises in their •aa is• 
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condition. and j Lessee .shall indemnify and hold harmless the Lessor 

from and against any and all claims arising from the condition of 

the Premises •. 

2. HA~~an~~-~~itl~. Lessor warrants that it has 

authority to enter into and perform tbis Lease. All mort9ac;es, 

liens: and· encumbrances applicable to tbe.Premises are set forth 
' ' . 

on1Exhibit c. Lessor assures quiet and peace~ul enjoyment of the 

Premis~~;~o~~~ssee. Le~sor has obtained, where necessary, the 
! ' ~ . 

consent: ·of·:; the~ respective landlords of the leased portions of the 
• • ' • • ~ • \' f • •• '' : • \ ; • ~ • • • ' 

· Premise~l·toi su.biease·~··t:hose. portions to Lessee. Lessee may at its. 
' ,' '·' I ·.• • ' • r 

• • ' ' : , ~ • 
0 

' ; I • ' : ') , 

1

0 ° t ' .: ' ~ • ' o • 

election·1\and1:at:.its ~cost·. obtain. leasehold title ina·urance from a . 
• , ·, : • , '. ' '~ ·, • .. • • : t ~, ~ •• ; ~ :· : * • • ·~ • , .• , 'r . . . . . . : . 

. , · ~ep~t·ab.].'e)·.-~.ompa'~y, ip-. an ·.amount to be determined by Lessee ana; :··. 
. . . . . :. , .. , ;.: : ... : . ·,.::.: ··S\ ... ~. . ; . :· ....... : . ~ ~-· . . : . . . 

insuring, :the: leasehold· .interest free of encumbrances, except as·, 
. .. ~-

• I ·.·, ·.. . .-,;:: (:';.'.'·~ · .• ' ." . . ' 

described\t.ift; Exhibit· C~ .· 
, ', ( ' ~ '; \ • '• ' •, ; I • 

3. · . %.U.m. Lessor leases the Premises to Lessee for a term 

of twenty:·· (20) year a and three (3) months, commencinCJ on July .~, 
.. 

1985~ Aa,of the date of settlement of the bay-out of Health 

Group·of.Virginia, Inc. stock or August 31, 198!, whichever is 

ea~lier,. Leasor shall update the representations and warranties 
.. 

of'Paraqraph·l7, which update shall not include any material 

.adverse!ch&n9•••· If there are material adverse chanqes from the 

date·hereof'to the Effective Date, the Leaaor may cure within 

three·· (3)·montha from the date hereof or elect to terminate the 

Lease. If Leaaor elects to terminate rather than cure, it shall 

do so only by givinq at least ten (10) days written notice to the 

Lessee prior to the Effective Date; provided, however, Lessee 
shall have the option to accept the Lease without the material 
adverse changes beinq cured, and thereafter Leasor shall not be 
liable for the 
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particular deficiencies disclosed by it in writing to Lessee 

prior to the Effective D~te. 

4. Effective pate. The Effective Date as to the Fourth . . . 
Ploor shall be July 1, 1985 and the Effective Date as to the 

remainder of the Premises shall be the date of termination of the 

Prior Lease, or the date of closing of the Stock Purchase 

Agreement whereby PEA purchases all of the capital stock of 

Health Group of Virginia, Inc. c•HGov•) I whichever first occurs. 

S. RAnt. For each month of the term hereof, Lessee shall 

pay Lessor beginning the Effective Date as follows: 

(A) Por the PQurth Ploor, $31,250.00 per month from· 

October 1, 1985 throa9h·June 30, 2002 • . . ~. 
(B) Por tne remainder of the ·Premises: 

(1) If the Effective Date occurs between July 3, 

1985 ana June 30, 1987, then the monthly rent shall be $83,333.33 

though June 30, 19871 

(2) If the Effective Date oecura between July 1, 

1987 and April 30, 1992, then the monthly rent shall be 

$104,166.67 through June 30, 1992J 

(3) Por the period July 1, 1992 throuc;h June 30, 

2002, the monthly rent shall be $145,833.33. 

(C) Por the entire leased Premises (including the 

Pourth Ploor)t For the period July 1, 2002 through September 30, 

20 0 5, the monthly rent shall be determined by dividing the 

folfowinc; by twelve: $2,000,000.00 plus an amount equal to 

$2,000,000.00 multiplied by one-half of the percentage increase 

in the •cost of livin9• as measured by the Consumer Price Index, 

- 3 -
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19672100 of the u. s. Department of Labor, fr~m July 1985 to 

March of the year of the.rent adjustment plus $125,000.007 

('D) In the event the Lessee places acute care beds in . . . 

the Fourth Ploor, or because of the use made of the Fourth Ploor, 

Lessee is able to increase the number of acute care beds on tbe 

Premises, then the annual rent as determined under each of the 

subparagraphs above shall be increased by $8,000.00 per year for 

each acute care bed on the Premises in excess of 166. 

(!) Monthly rent hereunder shall be paid in advance on . 

the first of each month. 

(P) In the event publication of the Consumer Price­

Index of the United States Department of Labor, Bureau of Labor . . . 
Statistics, is discontinued, the parties shall thereafter accept 

comparable statistics published by any successor federal 

qovernment agency. If there is no such successor, then the 

parties shall thereafter accept comparable statistics published 

by a responsible financial periodical of recognized authority 

then chosen by the parties, or in the event they cannot agree, 

the matter shall be determined by arbitration before the American 

Arbitration Association, in accordance with the ralea. ana 

regulation• of the Aa•ociation at that time. 

6. Additional Rent. Except as otherwise provided in this 

Lease and lD addition to the annual rental described in Paragraph 

5 hereof, Lessee shall pay as additional rent the coats, 

~Iisee, aticr otsl1gations of the Premises beginning the Effective 

Date includinCJ: 

(a) All repairs: external or internal, structural or 
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non-structural, ordinary or extraordinary1 

(b) All costs of replacement and/or leasing of all 

fixtures and equipment,·machinery and items of personalty as 

provided in Paragraph 24 hereof1 

(c) All utilities, which accounts are to be in the 

name of Lessee7 

(d) All physician's service con.tracts1 

(e) All taxesJ 

(f) All insurance: 

(g) All license fees~ 

(h) All maintenance costs; 
\, 

( i) uipment leases ana other contracts:,: 
· . 

. ana as provided in. Paragraph 24 hereof,.· . 

as the same 

terminated. 

duly modified and except a a they have been·· 

6A. Opon the Effective Date of the Lease of the Premises 

other than the Pourth Ploor and the purc.baae of the HGOV stock by 

PHA, PBA may aaaign the entire Lease to BGOV, provided PBA 

quarantie• all of HGOV' a obliqations parsuant to Guaranty 

Aqreement attached hereto and made a part hereof. 

7. .aa&. '!he portion of the Premise a presently usee as the 

acute care hoepital sball be used primarily for an acute care· 

hospital iacludin; inpatient ana outpatient diac;nostic and 

treatmen~ facilities, emergency treatm•nt facilities, related 

educational activities and such other function• as are from time 

to time customary in an acute care hospital, and administrative 

functions related to operations of the hospital. Lessee will 

never take action either direct or indirect which shall result in 

- 5 -
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the reduction of the number of licensed medical and surgical 

acute care beds permitte~ as of July 3, 1985 under any licensure 

and Certificate of Need laws at the Premises. Furthermore, at 

the termination hereof the number of licensed beds at the· 
. 

Premises will not be below the highest number of. beds ever· 

licensed at any one time at the Premises during the term of the 

Lease. Lessee shall never take any action (including increasing 

the number of beds) in any other institution or medical care· 

·facility which it operates or controls which shall result in any . .- .. ·. 

private or public body requiring that the nu:ber of beda used at.· 

the Bospital be reduced. Lessee shall comply with all=.,-.. 

governmental requirements and regula tiona, includinq ·heal tb,·~'·: . . 
police and fire re9klation~ respecting the Premises. 

8. Sghlet or Aseignment. 

(a) Lessee sball not assign its leasehold intereat or 

sablet the leased premises in whole or in part without the prior 

written approval of the Lessor, which approval shall not be 

unreasonably withheld, provided that the Lessee may assign or 

sublease the Premiaea to a corporation which it controls or which 

controls it. In such event the Lessee will remain liable on this. 

Lease. 

(b) Lessor shall have the right in ita sole·discretion 

to assign thia Lease to anyone or any entity. 

9. Insur:ance and condemnation. At all times during the 

term hereof, the Lessee at its ovn cost and expense and as 

additional rent shall: 

(a) lteep all buildings and improvements, equipment, 

- 6 -
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furniture a~d.i fixtures on, in and appurtenant to the Premises 
'.:. 

i.ncl~di.nq al'·ll.'·alteration~, additions and improvements to the 

Premises· ful·~y,: insured against loss or damage by fire, and other 

casualties,, and shall maintain all standard extended coverages 

witht such· companies as the Lessee may se~ect fo~r the full· 

r~pl~~e~ent v~lue. 
,,'.: · ... 

. ' .. ' .. The po 1 i c i e s for such insurance shall be secured . 
••• ·J· • • ,-·. • •• j '.' •• 

in; th"e I name; of,' the: Lessor and Lessee with loss the'reunder payable . 
• 0 •• : ~ • f ' . : •• • ~ • • • • : • • • • 

to-.:· t.h·e~'L·~-~_.s,~r·~:· Lessor· shall·. promptly replace to the extent. 
~ : 1 , ~ • I ' '_ ! •, \ 0 I I ' • 

po'ssibl'e<~n;y( .9f.!. the. Premises: which are partially or totally·. 
• •. '.,: II • • \ • ·:.·>I;~\ \• I '.; • •. I ·. • 

.. ... d~s1:r.-.oyled.\.:by/·fi:ret or ot.her· casualty, or are taken in.any.·: 

::-. ~>. c-~~·~.e~-#~'ti;~h 1,!: ~~~~eedin~, ~0. the extent:·.· of. insurance proceeds or,'·.' . 
i . , 

0 1 
. • : ,' { \ : y, ·~ • • ~ : :: '; '; \ · .. '· .. • ; . : 1 

I ; ) • : • , •• .. • : " 

· coride·mna ti.on \·a v a·r'ds ,. , .·. · 
. , • I • : ~ t • ·.·: ·~.· ' ', - ~. 

· .. ·.· ;··' ... '·:jb)r· .. ~rov.ide. and. keep in force in such form as Lessor: 
. • • '• ,·. :, :· ·,:: ·, ~ • • I • .' •. . 

shal1'.·rea•lona~ly:r·equire public liability, elevator and boiler 

insura.nce I coverage protecting the Lessor against any and all 
. . . .. 

liabil:ity. in:.·the amount of not les·s than $3,000,000.00 fer any 

one· accident: or disaster and in the amount of not less than 

$1·, 0001000.00 · far injuries to any one per son. The f creqoi;19 

liabili_ty.~ l'imits shall be increased at least every five years to· 
' .. . .• . 

keep·pace~~~~h·.inflationJ and 

_(~))· Pa:ovide and keep in force malpractice insurance· 

coverin9~both·tea•or and Lessee as insureds (bat not individuals) 

in an amount not less than the average of the coverage amounts 

accordinq to the Virginia Hospital Insurance Reeiprocal then 

beinq maintained by hospitals in the Northern V~rqinia area. The 

Lessee shall maintain malpractice insurance tbrouqn the Virginia 

Hospital Insurance Reciprocal oc such other insurance carrier of 
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at least the same financial standing on a •claims made• basis 

throuqhout the term of the Lease. Purthermore, said insurance 

shall effectively cover the Lessor and Lessee ~qainst risk of 

loss for claims made after the effective Date arising from 

occurrences prior to the Effective Date. At termination of the 

Lease and as lonq as Lessee is not in default under this Lease, 

Lessor shall either continue the above insurance or the Lessor 

shall in insurance parlance •buy out the tail• so that the Lessee 

and Lessor will be fully protected from any risk or loss for 

claims made after the termination date arising from occurrences 

·prior to the termination· date. If either party should terminate· 

, . the present coverage, it shall •buy out the tail• sufficiently to~ . 
fully protect each l~om all prior occurrences. The Lessee shall. 

obtain an endorsement to the malpractice insurance policy to b.e 

delive~ed ·to the Lessor on o~ ~efore the Effective Date and 

annually during the term of this Lease in which the insurer 

states that it is aware of the provisions of this paragraph, and 

agrees that both the Lessor and Lessee are protected as insureds 

from all claim• referred to in this aubpara9rapb. After 

termination, L•••or shall obtain the endorsements and deliver 

them to L••••• •• provided in the preceding sentence so long as 

Lessee 1• ae riak for any claims and nat in default under this 

Lease. 

On the E~fective Date and on each anniversary 

thereof during the te~m of this Lease, the Lessee shall cause the 

aforeaaid malpractice insurance coverage to·be increased, if 

necessary, so that the coverage amounts for the next succeeding 
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year are not less than the average of those coverage amounts 

according to the Virginia Hospital Insurance Reciprocal then . 
being maintained by hospitals in the Northern Virginia area. 

. . 
(d) Lessee shall furnish Lessor with duplicate 

originals or copies certified by the insura~ce companies of all 

policies of insurance for all insurance coverage referred to in 

Subparagraphs 9 (a), 9 (b) and 9 (c). All insurance referred to in 

the aforesaid subparagraphs must be approved by'the Lessor, but 

~uch approv~l shall not be unreasonably withheld; provided, the 

insurance to be obtained by Lessor at termination shall be 

subject to the approval of Lessee which approval shall not be· 

unreasonably withheld. 

10. Purchase Bl Lessor Opon Termjnatign. At termination of 

th~s Lease, Lessee sball ·sell to Lessor and provided all. 

defaults of Lessee, if any, have been cured and proviaea that the 

~ Premises are still being operated as a hospital, then Lessor 

shall purchase from Lessee all of Lessee's total patient accounts 

receivable which are not more than 180 days old, each of the 

Leasee•s movable item• of equipment (except as set forth in 

Paragraph 24 he~eof) all inventory and all prepaid expenses 

existing aa of the date of termination. The purchase price shall 

be calculated aa of the termination date as followa: 

(a)" 21qhty percent (80\) of Lessee•s total 

patient accounts receivable which are no more than 180 days old. 

{A patient account receivable is one day old at the end of the 

first day immediately following the date of th~ final bill); 

(b) Plus one hundred percent {100\) of the book 

value of the equipment purchased; 

- 9 -
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(c) Plus one hundred percent 1100') of the cost 

of inventory of usable expendable supplies on hand for Hospital 

operations purchased by Lessee; 

(d) Plus one hundred percent (100\l of prepaid 

expenses; 

(e) Less one hundred pe.rcent (100\) of trade, 

accounts payable which are no more than 45 d~·ys old (a trade· 

account payable is one day old at the end o~ the first day 

· immeaia tely follow in9 the date of the final bill). Lessor shall·. 

assume and pay those trade accounts payable of Lessee which . are~· 

no more than 45 days old~ Lessee shall be responsible for.and: 

shall pay forthwith. al~. trade accounts payable which Lesaor is= .. 
not given credit for~ under this formula and wbicb Lessor does not. 

. 
assume. 

(f) Leas one hundred percent (100\) of accrued 

expenses. 

Lessee sh~ll maintain its finances so that at all times 

during the term hereof the sum of one hundred percent (100\l of 

all item• (a) through (f) described above shall not be a ne9ative. 

number. Po~ the purpose of this Paragraph 10, the book value of 

equipm•nt aftd m•thoda of bookin9 prepaid and accrued expenses 

vill be deriv•d from the use of valuation ana accountin9 

proc•aarea u•ed by Lessor durin9 the year immediately precedin9 

the effective date of the Lease dated February ll, 1982 between 

Lessee and Lessor {•Prior Lease•). Lessee a9reea to maintain 

recorda nec•ssary to the computation of the purchase ptice. 

Lessor shall pay Lessee the purchase price within thirty (30) 
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days of resumption of operation of the Hospital by ~essor. opon 

termination of the Lease, Lessee shall execute and deliver all 

documents necessary to convey fee simple title to the above· 

assets free and clear of all encumbrances. 

11. Indemnification. 

(a) Lessor. Lessor hereby agrees to indemnify 

and hold harmless Lessee, its stockholder~, officers, agents and; 

employees, against any and all claims, damages or liabilities:: 

1·ncludinq malpractice, and those arising out of Medicare, 

Medicaid, Blue Cross, taxes of all kinds, EEOC and ERISA, and 

includinq reasonable attorney's fees, expenses and; costs of';. 

litigation, incurred in connection: with the operation of the· ... 

Hospital by Lesso~~~rior to·the Effective Date· of~ the frio~: 

Lease, anc:J for Lessor's, 'its agents•, and employees' actions,. 

omissions and responsibilities which cause such liability after 

the Effective Date and wbich is not covered by Lessee's 

malpractice policy. 

(b) Le•see. Lessee hereby aqrees ta indemnify 

and hold harmless Lesser, its stockholders, of!ic~ra·, agents and 

employees, against any and all claims, dama9ea or liabilities 

including malpractice, and those arising out of Medicare, 

Medicaid, Blue Croaa, taxes of all kinds, E!OC and ERISA, and 

includinq rea•onable attorney's fees, expenses and coats of 

litigation, incurred in connection with the ope~ation of the 

Hospital and Premises by Lesaee after the Effective Date of this 

Leaie, and far Lessee's, its agents•, and em.ployees• actions, 

omissions and responsibilities ~hich cause such liability after 

the Effective Date and which is not covered by Lessor's 
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12. Right; to Use O·f SamA. Our ing· the term of this Lease, 

Lessee shall~have the right, power, authority and permission to 

us~. the: name: •J eff er son Memorial Hospi tal• and the r.ela ted •1 ogo• 
' . ;I I . 

.... ·.,: .. · .in• .. con.n~c.tior,t ·.~ith the, operation of the· leased Premises. Lessee 
. . i • ' . . . •• ~ : : . . • 

· ... ·: .m.ay:· cbar:tge· the name· and •logo• of th!! Hospital as lone; as 
' ~ ;- • I ~ ' ' • : :· ' • ' • ~ : : ' . ' 

· · .· : .. ~ ~.e f fer son • i i s. 1 a 1 v ay s used as a part of the name and •1 o qo •. At 
. .. . · .. 

. .. _< .. : .. t~e,i term~?a~~bn ·of this Leas.e, Lessee sball execute any documents 

... ... ~·ec.es.sai¥', .. ~a) t•eiease ·the~ name and l~CJO and transfer the use of·. 
·.···.·;· ·~am~\--~~~-;-~~~e·,·t;~.s~~· •. 

''. ' .. : .. ,:' • ','-;··:·.•' . ':): •, I,'.<· ', ', ' 
·: _.· · ,· :: · ,\·. ·. _·,_. ~--13\i:·. <·'·Termination.:'. Thi_s·.tease)may.- be: terminated:. 

~ . , ,.· ... ; '·. J/:':·. :. : '::\::r.i!;'((:;:.<~,~)>:::~~e;~:r.~the' extent permitted by applicable 

I ' ' o I ( ' ' ' • : o ' ~~ .! ; I o 

'ban·~~'up~~-~Y/l;a_v ;, ·if~ t.eaae·e shall. apply· for ot consent to th.e 
. ; .· 

I 

appoint~ent of a receiver, trustee or liquidator of all or a 
. . ·: . 

sub~tantial part of Lessee's assets, file a voluntary petition ~n 

bankruptcy,. make a general assignment for the benefit of 

credit~rsior .. take advantage of any insolvency law, or if an 

·.order, jUdgment or decree shall be entered by a court of 
•. l 

.-. co~petent:·· juriadlction, on the application of a creditor, 
. . 

.. adj .u.dica.tiiUJ;·L·••••• a bankrupt or in sol vent, or approvinc;- a 
' .... ' ' 

.Peti't'io~; -~·~king reorganization of Lessee, or appointing a 

receive.r, truatee or liquidator of all or a substantial part of 

Lessee's aaaeta1 or 

(2) If Lease@ shall default in the performance of 

any covenAnt, aqreement, term or provision of this Lease and such 

default shall continue for a period of thirty (30) days after 
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written notice (ten days after written notice in the case of 

rental payments} to Lessee from Lessor stating in detail the 

default. 

(b) By Lessee: 

If Lessor shall default in the performance of any 

covenant, agreement, term or provision of this Lease and such 

default shall continue for a period of thirty (30) days after 

written notice to Lessor from Lessee stating. in detail the 

d:f!fault; or in the event of a material misrepresentation in any 

of Lessor's warranties and representations. 

14. Gogd faith. Lessor and Lessee agree that they will 

each exercise due diligence and good faith in performin9 their. 

respective obligatio~s under·this Lease. 
·-

15. Betgrn Ot Premises and Transfer gf Licenaea aad 
Permits tg Leamgr at Termination gf tease. 

At the termination of this Lease, Lessee shall qive 

possession of the Premises to Lessor f:ee and clear of all liens 

except those which may be placed thereon by Lessor, in qood 

condition, ordinary wear and tear excepted. At termination of 

the Leaae, .Lessee sball transfer· to Lessor all licenses, 

certificate• and permits for the operation of the Hospital and 

for any and all types of medical care offered at the Premises at_'ld 

for any aDd all businesses carried on at th~ Premises by the 

Lessee. If any ·of the foregoinq licenses, certif ic:a tea or 

permits cannot be transferred, Lessee shall transfer to the 

Lessor ~~e entity having the license, certificate or permit at no 

additional coat to Lessor required over thac paid pursuant to 

Paragraph 10 hereof in order that Lessor shall then effectively 

- 13 -
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control the license, certificate or permit ~o that Lessor may 

immediately continue ?peration of the Premises without 

interruption. 

16. Bights and Remedies on nefault. Either party shall be 
. 

in default hereunder if such party has. defaulted in the 

performance of any covenant, a9reement, term or provision of this . 
Lease and fails to cure such breach within thi~~Y (30) days of 

written notice (within ten days of written notice in the case of 

~&ntal payments). The parties shall have the following rights 

and remedies on default of the other whether or not there is a 

termination of this Lease as a result thereof, which shall be. 

cumulative and shall not exclude any other right or remedy 

allowed by this Leas.e- or by law: 

(a) Lessor shall be entitled to recover possession of· 

the Premise• and all damages which Lessor may have suffered or 

may in the future suffer as a result of the Lessee's default; and 

Lessee shall pay all of Lessor's reasonable expenses, incluain<; 

without limitation, all costs and reasonable attorney's fees 

which are incurr•d by Lessor. 

(b) In th• event of default by Lessor, Lessee shall be 

entitled to recover all dama9es which Lessee may have suffered or 

may in the futur• suffer, as a result of the Lessor's default and 

Lessor aball pay a·11 of Lessee's reasonable expenses, including 

without liaitation, all costs and reasonable attorney's fees 

which are incurred by Lessee. 

17. Bepre,entations and Warranties gf r.easgr. 

(a) Q~~ani%4~i~n. Lessor is a corporation duly 

orqanized and validly existir.g and is in 900d standing under the 
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laws of the State of Delaware and is authorized by the Virginia 

State Corporation Commission to do business in Virginia. Lessor 

has the corporate power and authority to enter in.to. a.nd perform 

the terms of this Lease. The execution, delivery and. performance 

of this Lease have been duly authorized· by all necessary 

corporate actions including, without limi~ation, approval of the 

directors and sha~eholders of Lessor. 

(b) Absence gf Conflict. execution and delivery of 

this Lease and the performance and compliance with the terms 

hereof by Lessor will not conflict with, or result in the breach 

of any of the terms, conditions or provisions of, or constitute a 

default under, or result in the creation of any lien, charge or 

encumbrance upon tne Premises, pursuant to its certificate of 

inc~rporation or bylaws, or any trust agreement, indentareJ 

mortgage, lease, agreement, or any other instrument or any order, 

lav, rule, requlation, judgment or decree to wbich it is a party 

or by wbich it, or any of its affiliates, or any of its 

properties are bound. 

(c) NQ Sill-Surton Lien. No funds were received to 

construct, improve or acquire the Premises under th• •&ill­

Burton• Ac~. 

(d) Aqereditat~_and Approvals. During the period 

in which L•aaor operated Jefferson Memorial Hospital, the 

Premises ver• accredited by the Department of Health ' Suman 

Services, Division of survey and Certification, and the Hospital 

was a provider of health care services eligible"for reimbursement 

under Medicare (OSC Title 18), Blue Cross and similar contractual 
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programs and under Medicaid (USC Title 19) and under similar 

contractual proqrams. True and correct copies 'of all reports and 

correspondence concerning the Medicare and Medicaid reviews 

applicable to such period have been furnished to· Lessee of the 

Prior Lease. Lessor and Lessee shall cooperate in maintaining 

JCAB accreditation, at no cost to Lessor. 

(e) ~in; and Lang~. As of July 3, 1985, Lessor 

and the Premises were not in violation of any City of Alexandria 

~on~nq or land use law applicable to the Premises. 

(f) Contracts ang Commitments. Each contract, lease, 

and aqreement relating in any way to the Premises, the related 

assets and the operation and use thereof as a hospital, 

including, witbout~~imitation, approvals, accreditations and' 

licenses from governmental·authorities, Blue Cross and equivalent 

insurance programs, Medicaid and Medicare and other contractual 

pro9rams and all agreements with or relating to employees, staff 

members and medical specialists, all as of the Effective Date of 

the Prior Lease have be~n delivered to Lessee of the Prior Lease. 

During the period of operation of the Hospital by Lessor there 

was no breach or default of any provision of any contract, 

agreement, lease or license listed in Exhibit G of the Prior 

Lease by Leaaor which has not been previously cured, or to the 

knowledge of Leasqr, by any other party thereto, and nothin9 has 

occurred which with lapse of time or the giving of notice or both 

woula constitute a breach or default by Lessor, or to the 

knovledc;e of Lessor, by any other party theret.c, with respect t.o 

any such contract, license, agreement or lease. 

(q) Litigation. Except as may be described in Exhibit 
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B, on the Effective Date of the Prior Lease there was no 

administrative, judieial, private or other action, suit, 

proceedinq, inquiry or investigation at law, or i~ ~quity, before 

or by any pub~-ie board or body or otherwise pending (or, to the 

knowledqe of Lessor, threatened) against ot affecting Lessor or· 

the Hospital operation, or to the knowledge of Lessor, 

any meritorious basis thereof, wherein any unfavorable decision, 

ruling or findin9 would have a material adverse affect on {i) the 

·operation of the Premises, (ii) the status of any accreditations 

and approvals referred to in Para9raph l7Cdl, or (iii) this 

Lease, and there existeq no threatened or pending disciplinary 

actions or other actions against or relatinq to any member of the· 
·-

Hospital staff. As~-of the date of execution hereof, there is no . 

administrative, judicial, private or other action, sai~, 

proceeding, inquiry or investigation at law or in •equity• before 

or by any pablic board or body or otherwise pendin9 or (to ~he 

knowledge of the Lessor, threatened) affecting the Lessor's title 

to the Leased Premises or its right to lease tbe same. 

(b) No yiolat~s gf La~. To the best of Lessor's 

knowledge, Le~aor did not conduct the operation of the Hospital 

in viol~tion of any federal, state or local laws, rule.s, 

regulation• or ordinances then in effect to which it was subject 

inc:ludinCJ, without limitation, laws and requlations relating to 

health care providers, land use, environmental protection, 

occupational safety or health, prices, waqea, hours, taxes and 

employment practices. 

(i) Consen~. As of the date of settlement of the 
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buy-out of Health Group of Virginia, Inc. stoe~ or August 31, 

1985,. whichever is· earlier, the Lessor sh.all have obtained 

consents.from all entities with which it has contracts necessary 

for it to enter into this Lease. Lessor shall not be responsible 

for. obtaining any Certificate of Public Need or any·other consent 

or .. :.'approval which may be required from any state or federal body 

for.'·Lessee to operate the Premises • 
. i ... (j): ~.fJu.mity wjth Qmnil:uls Bes:onctliation Act. All· 

~~·~ract~.· ~s,sumed. by Lessee of the Prior Lease from Lessor under· 

theJ:Prior: ·Lease: hereunder were in conformity with Section 952 of· 
• • • • • • • • • • - • \ ~ • 0 • 

th~·, .. omnt.bus, R~c.onc,.iliation Act of 1980, PL96-499, providing for 
: : ~ • • • • : .' • • • 0 • 0 : 

: .:.' t~~'~' ~~(e~.s ' ~o ': the ·.books . i.nd records of subcontractors of Medicare · .· 

:· .. ·,··: pro~1~~r.s; .. by:the:Se~etary of the·Department of Health and Human 
' . ' ·. ··-. ·.~' .,· ... _ . . '; . . . -

. . 

Services•.··· . 

~ • , :. ·:::_ (k) E.timuy Leases. The real esta t:e included in the 

Premisea!is comprised of certain pri~ary leases, under all of 

which Lessor is either the lessee or sublessee. Leeser warrants 

and represents that it is current in the performance of all ita 

obligation• under each of the lease• ~nd baa or shall have by the 

Effe~tive·Date, th• authority and pow•r to enter into this Lease 

and:fully, perform each of its obligations hereunder. 

Representations and Warranties of Lessee. 

(a) or;onization. Pairfax Hospital Association is a 

corporation duly organized and validly existing in good standing 

under the lava of the State of Virginia with full corporate power 

to carry on its business as nov conducted •. Health Group of 
Virqinia, Inc. is a corporation duly organized and validly 
existinq in good standing under the lava of the State of 
Tennessee with full corporate ~over to carry on its business as 
nov conducted. True and correct copies of th• Articles of 
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Incorporation for the Lessee will be delive~ed to the Lessor 

prior to the Effective Date. 

(b) Author~~· The Lessee is author~zed.to perfor~ 

its obligations hereunder. 

(c) Consents. Tbe execution and ·performance of this 

Lease will not violate any provision of, result in the breach of, 

or constitute a default under any order, writ, injunction, decree 

of court, governmental agency, or arbitration tribunal, or any 

.·contract, agreement or instrument by which the Lessee or its 

assets ana properties may be bound nor is any consent: not. 

obtained by Effective Da·te for the actions herein required unaer 

or by any of the above. . .. 
(d) Con(fdentia.l..i.t.¥. Leaaee and 1 ts representatives· 

shall hold in strict confidence all data and information obtained 

with respect to th• Leasor•s activities or businesses, and shall 

not use such data or information or disclose the same to others 

except such data or information as is r.»•lblished as a matter of .. 
public record or is required to be disclosed to governmental or 

health care agencies. 

(e) License' and Permits. Lessee has or shall obtain 

all neceasary licenses and permits to occupy and operate the 

Premises, includin9, without ~imitation, licenses, Certificate of 

Public Heed and permits issued by the Virqinia Department of 

Health, the Virginia Health and Plannin9 Commission, and all 

local qovernmental authorities, as required under applicable 

laws, rules and re9ulations. 

19. ~~. Lessor has furnished to Lessee of the Prior 
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. .. 
Lease before the Effective Date of the Prior Lease a survey of 

all the Premises showing the boundaries of each-of the leasea and 

the improvements thereo~. Except as otherwise disclosed, no 

change has occurred in the matters shown by such survey. 

20. S~h~L~~na~i~n-and-A~t~Lnm~n~. Lease~ agrees to 

subordinate its rights hereunder to the lien·resultinq from any 

future mortqaqe or mortgages on the Premis~s. This subordination 
.. 

is upon the express condition that the instrume~t creating such 

lien of mortgage or mortgages or other liens shall contain a 

clause agreeing that in the event· of foreclosure or deed in lieu 

thereof, to Lessee•s quiet enjoyment of the Premises, so long as 

Lessee is not in defa~lt of the terms and conditions of this 

Lease. Lessee shal~~promptly execute any documents submitted by 

Lessor aa farther evidence of this subordination, provided such 

documents do not impair Lessee 1s quiet enjoyment of the Premises, 

so long as it is not in default of the Lease. 

Lessee shall, in the event of foreclosure or deed in 

lieu thereo! under any mortgage made by the Lessor covering the 

Premises, attorn to the purchaser at any foreclosure sale or 

grantee of any deed in lieu thereof and recognize such purchaser 

or grantee as the Lessor under this Lease. Lessee shall promptly 

execute any documents submitted by Lessor to effect this 

provision. 

21. IA~Ai~s. Al~~~4tign~-4n~_A4ditions. Lessee will 

maintain all improvements and buildinqs on the Premises (and all 

later alterations and additions) in a good. state of repair. 

Lessee shall make all repairs, external and internal, structural 

or nonstructural, ordinary c~ extraordinary and be responsible 
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for all replacements of any broken or worn out equipment, 

machinery and personal property. Lessee shall permit Lessor to 

inspect (but Lessor shall not be required to inspect) the 

Premises at all reasonable times for the purpose ·of monitorinq 

the maintenance of plant, equipment, machinery and personal 

property, alterations and additions. 

With respect to capital additions to the Premises, 

either Lessor or Lessee may propose, in w ri·tten documents 

~elivered to the other party, such addi tiona to the Premises a.s 

the proposinq party may deem necessary or appropriate. Every 

reasonable effort shall be made to make such proposal at least 

ninety ( 90) days prior to the fiscal year end of. the Lessee, for 

inclusion in an ann!-lal capital budget. In the event that there 

are_additions to the Premises which are not covered by the Lease 

as presently drawn, any additional rental due therefor shall be 
negotiated in good faith between the parties. At termination of 

this Lease all additions and improvements made to the Premises 

shall become the property of the Lessor. 

22. Par)sing Gara;A. Lessee shall have the right to build 

at its expense an income producing parking garage building on the 

Premises provided that the same is compatible with the Hospital 

from architectural and use standpoints and complies with ail 

applicable lava. .Lessee shall not mortCjage more than 75\ of the 

cost o! the parkin9 garage and said mortgage shall be amortized 

in twenty years or less. The parties agree that they shall share 

equally in the revenue from the parking garaqe.in one of the two 

methods set forth below. Prior to the time revenue is generated, 
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Lessee shall decide which of the methods shall be used: 

(a) Lessee shall be entitled to all Net Operating 

Income from the parking garage until Lessee has recovered an 

amount sufficient to cover its Construction Costs and 

thereafter Lessor and Lessee shall share eq~ally on a monthly 

basis the Net Operating Income. 

(b) After determining Net Operating Income, 

Lessee shall be entitled to subtract the interest on the 

~mortized mortgage and then the balance of income shall be split 

equally between Lessor and Lessee on a monthly basls. 

For the purposes of this Paragraph 22, Net Operating· 

Income shall be gross revenues leas operating expenses such as 
. ' . 

parkin; attendant :.compensation, utili ties and maintenance. 

Con~truction Coats shall include only Lessee's hard costa and_. 

shall not be comprised of soft costs including but not limited to 

any points, interest, title insurance premiums, architectural 

fees and legal lees. At no time shall Lessee's soft costs be 
considered as operating expenses when determining Net Operating 

Income. 

23. Lesae• shall be· 

responsible for normal and reasonable fringe benefits due 

Lessor's eaployee• accrued and unpaid prior to the Effective Date 

of the Prior Leaaa. except that all payroll experrsea due prior to 

such date shall be the responsibility of Lessor. Lessee shall be 

responsible for all sick leave and vacation time accrued and 

unused by Lessor's employees prior to Effective Data. Lessor 

shall be responsible for nor~al and reasonable frinqe benefits 

due Lessee's employees at Hcs?l ::al accrued and unpaid a~ of the 
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termination aate·of the· Lease , but onlY if 'the Premises are 

st~ll operat~d as a hospital as of that date, ezcept that Lessee 

shall ba responsible for all payroll expenses due prior to the 

termination date. Lessor shall be responsible for all sick leave 

and· vacation time accrued and unused by Lessee's Hospital 

employees as of the termination date of the Lease • 

. ·.· 24~- · .rurnjture. Pixtures and gquigm~. :All furniture, 

ti~tures~~ ~ac~inery, equipment and items of personalty (referred. 
' '· . . . ' .. __ · ..... ·. . ' 

t~ l.herei~\ ~·s.i · 11 PP&E~) · shall; be dealt with as follows: 
.. 

· ,·<.<af FP&£'0Kned by Lessor and 'fprc:la.&AA~¥ Les~··· 
• •' ,· I 

FP&E:-~wn.ed\.by,··Lessor which·was purchased by t:he·Lesaee of the: .. 
I ', ', ' ' \ ' :' ' •• ' ' ·~ :' :' t: { : ! : ',' ' ·: ; '1 .~ : ' ·, I • • ' ' • ' • 

Pri'o~··~L'eas'ei·· P.ursuant·· to the Prior· Lease which requires' 
• .· ' ! 'o ~I o J ... ·.,' ~ i -.: f ~ ' : \ • • ' ~ ~ ; o • 

re.p~a~em.~_~t·;· during: .the, term. hereof, shall be replaced ~ L••••e · · 

an~:·-~~~ .. ~-~~~~··nati·o~ of the Lease, all such oriqinal FP&B and· 
. . . ' ·, : ~ . . ' ·. . 

replacements. thereof shall be purchased by Lessor at boo~ value 

as ot the t~rmination of this Lease. 

(b) P!&B o~ned by Le:usor bn1:, not ?prc::baseo by Lessee. 

All FP,E'ovnea·by Laaaor but not purchased on the Effective Date 
. . .. 

of. tae Prior. Lease by Lessee shall remain the property of the· 

Lessor ~~d-~a~ be used by the Lessee during the term of thia 

Lease. AnY .sach FP'I which requires replacement during the term 

hereof; aball'be ~eplaced by Lessee and purchased by Lessor at 

book value •• of termination of this Lease and all such FP'E 

shall become th• property of the Lessor. 

(c) FF&E tea~~~y Le,sot as gt t~e Effective pate. 

As of the Effective oate of the Prior Lease, Lessor assigned to 

Lessee of the Prior Lease all rights under the equipment leases 

J.APP. 5830 
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(including the right to purchase) and Lessee assumed th~ 

obligations accruinq after the Effective oate of the Prior Lease 

with respect to those leases. All leased FF&E which requires 

rep~acement during the term of this Lease shall ·be replaced by 

Lessee. If Lessee leases the replacements, and said ·replacements 

are still being leased as of the termination of this Lease, 

Lessor sball assume any or all of such leases which are not in 

default, and Lessee shall assign to Lessor all .equipment leases 

.("including the right to purchase). Lessee shall make all 

equipment lease payments when due. Lessee shall obtain all 

necessary consents required for such assiqnments. If Lessee 

purchases such replacements, Lessor shall purchase any or all of 

this FPlB at its.book value as of the termination of this Lease • . -
(d) Ney PP&B. It shall be Lessee's responsibility to 

obtain nev FP'B for use in the Hospital, as Lessee may determine. 

Lessee shall consult appropriate medical staff chiefs of the 

Hospital in determining equipment needs of the Hospital, from 

time to time. If Lessee purchases additional FP,E, it sball be 

the property of Leaaee at termination provided Lessor shall have 

the right to purchase any or all such PP'E at book value at the 

termination of this Lease. If the aforesaid new PP'E is leased, 

all such leases ahall remain the responsibility of the Lessee, 

provided Leasor at termination shall have the right to assume any 

or all of the lease• and Lessee shall assign to Lessor all rights 

under such leases (including right to purchase) and Lessor shall 

assume the obligations accruing after termina~ion of this Lease 

Y i tb respect to those PP '-E 1 eases. Lessee shall obtain all 

necessary consents required for such assignments. If Lessor does 
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not elect to purchase any or all of such FF&E-or assume any or 

all of the leases for sue~ FF&E, that FP&E shall be removed by 

Lessee at the termination of this Lease. 

25. No Suhgrdinotign of the Fee. At no time shall the fee 

to the land which is part of the Premises be subordinated to any 

lien or encumbrance, including mortgage, deed of truat or 

otherwise, which arises because of action or inaction by the 

Lessee. 

26. Otfset. The obligations of Lessee hereunder may be 

offset to cover any loss suffered by Lessee by virtue of default 

in any of the provisiona·hereof by Lessor. In the event of a 

dispute concerninq the validity of any such offset, the dispute 
:.. . 

shall be aubmitte_d f-or resolution by the Circuit Court for the 

City' of Alezandria. In the event that a determination is made. 

that the offs•t vas improper, then Lessee shall pay to Lessor the 

sums improperly offset and Lessor shall ~· entitled to a judgment 

for the sum improperly offset plus interest thereon at the 

judqment rate from the date improperly offfset plus a penalty of 

ten percent (lOt) of the sums improperly offset, plus reasonable 

attorney' a fee a. 

27. sueceasor1. All rights and liabilitie• herein given 

to, or iapo•ed upon, the respective parti•a hereto shall extend 

to and biDd tbe ••••ral respective successors and aaai9ns of the 

said partie8J and L••••• shall be bound jointly and severally by 
the terms, covenants and agreements herein. No ri9hts, however, 

shall inure to the benefit of any assignee of Lessee unless the 

assignment to such assignee has been approved by Lessor in 
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writing as provided herein. 

28. No Partnershig. Lessor does not by this Lease, in any 

way or for any purpose, become a partner of Lessee in the conduct 

of its business or otherwise, or a joint venturer or· a· member of 

a joint enterprise with Lessee. 

29. .In.d.amnification of Lessor. Lessee will at all ti:~.es 

durinq the term of this Lease and thereafter indemnify and hold 

harmless Lessor, its stockholders, officers, agents and 

~mployees, from and against any and all claims, actions, damaqes, 

liability and expense, including attorney•s fees, arising from or 

out of (l) any occurrence in, upon or at the leased Premises, or 

(2) the occupancy or use by Lessee of the leased Premises or any 

part thereof, or (3).~occasioned wholly or in part by any act or . -
omission of Lessee, its agents, contractors, employees, servants, 

invitees, lessees, or concessionaires, provided that sach 

occurrence was not caused by the fault or negligence of Leaaor or 

its agents, employees, or rapre~entativea. 

30. Office auildigga Not qnder Leaae. During the term of 

this Lease, the parties agree that all persons usinq (1) the 

medical office building contiguous to and part of the Hospital 

(•Medical Office Building•), (2) the nev meaical office building 

containing a parking garage at 3450 North Beauregard Street 

(•seauragard Building•), and/or (3) the parkinq garage to be 

constract•d by Lesaee (•Lessee Par king Garage•), shall have 

unlimited rights to ingress and egress to such buildings. 

Furthermore, all persona using the Medical Office Buil~ing and 

Beauregard Building shall have equal access to all surface 

parking located on the Pre~ises in the same manner and at the 
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same costs, if any, as persons usinq the Hospital. Lessee agrees 

that the Medical Office Buildinq and the Beaureqard Building may 

be used by doctors and others as offices, but sh·al·l not be used 

for uses not O-l'dinarily carried out in a physician!s office for 

the care of his own patients. The buildings may be added to at 

the sole option of the Lessor. 

31. Leasor's Ac;c:es.a to Informa.t.~. Lessee shall make 

available to Lessor such of its records as shall be.necessary to 

assure Lessor that Lessee is fully performing its duties under 

this Lease and is current in discharginq its obliqations under 

the Lease and with res.pect to ·the payment: of its· creditors •. 

Lessor shall notify~essee in writing of any nonconformity or: 
·-.-

irregularity and specify to Lessee what actions Lessee should' 

take to correct: the situation. Lessee shall keep its records 

concerning the patient accounts receivable and all other aceounts 

of the Lessee, includin9 but not limited to accounts payable, .at 

the business office of the Premises at all time during the term 

of the Lease, and will .permit representatives of the LE:saor at 

any time during normal bgsiness hours to inspect and make 

abstracts from such records. The Lessee will furnish to the 

Lessor such information and reports reqarding all of its accounts 

and obligations of every kind to the Lessor as the Lessor may 

from time to time reaaonably request. 

32. Property Loss. pamage. Reimbursement. Lessor shall not 

be liable for any damage to property of Lessee or of others on 

the leased Premises, nor for the loss or dama9e to any property 

of Lessee or others by theft cr otherwise. Lessor shall not be 
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liable for·any·injury or damaqes to persons or·properey resulting 

i from fire,. explosion, fallinq plaster, steam, glass, electricity, 

water, rain or.snow leaks from any part of said Pr~mises, or f:om 

the·pipes,. appliances or pluMbing works or from the roof, street 

'··or .su~surface. or from any. other place or by dampness or by any . 
. ·, •. . 

6ther. cause: of~vhatsoever nature, unless ~aused by or due to the 

negligence or fault of Lessor, its agents, servants or employees. 

·= .' 33~.·< ·· L'essor•s Rights tg Perform Lessee's Coxenanu. If 
• ~ ' o ; ,' ' ' 0 I t : ~ I ~ o o 

<.-.~ .~_'..Lessee:·sha'll.Cat: .. anyrtime:fail to pay any taxes, or: fail to secure, 
. . . '.:: . I,':·.,· , ; .. · ·. 

·:\or ·:p~y; .. :f'ar.;·:.:o.r:' to'\·:~aintain and deliver any of the insurance: 
, I • ' • , ~ ; ; • . 1 • : • : • : ... .'• • : 1 I : ~ ~ i ' ' .. '. • . ' ' ' '. , . 

pol'i'ci'esJ,.pr:o.~i.ded 1• for· herein, or shall fail to make any other:· 
,·:-, ' .·.· ·· .. ·.' ·: ... ,·:.'. ,·· :.!· ... ~. ·. :, ....... · ... ~· .. : :. . . . 
.... ;· · pay~ent:·pr:·_perform 1 any_ other act r equir:ed ot to be performed in·;. 

'i .. ;.-· .. ,' ,_,·.\.·! .. ···.''·:::.':·.: ... :{ .... :.;; .· ... ·~f' ·. ,·. 
· ·accorda,n~e!·w~th a~r.' terms. or provisions of this Lease, then· 

\ : •• ~ 1 • : ' ••• f • ~ • , ... ; • • 

· ·Leaaor·i··:·aft~r· fifteen (15) days w ri ttan notice to Lessee (oz: 
. .'.1' .. ' • 

without· notice in case of a bona fide emergency) and without 

waiving;. ·or· releasing Lessee from any obligations to make any of 

such payments or perform any other act on Lessee's part required 

or to be· performed in this Lease, may enter upon the leased 

Premises:for·any such p!lrpose, and take all such action thereon, 

· ~as·, m~y ·.b.~) reasonably necessary • 

. · .·.,. .. Al:l! sums· to be paid by Lessor an~ all costs and 

expens•a, including reasonable attorney's fl!es, incurred by 
. : 

Lessor in connection with the performance of any such act, 

together with interest thereon at the rate of sixteen percent 

(16'). per annum from the respective dates of Lessor's obligation 

to pay and/or payment shall be paid by Leas•• to Lessor on 

demand, ana Lessor shall not be limited in the proof of any 

damages Yhieh Lessor may clai~ against Lessee arising out of cr 
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by reason of Lessee•s failure to provide ·and ~eep in force 

insurance as aforesaid, to the amount of the insurance premium or 

premiums not paid or incurred by Lessee, but Less.or shall also be 

entitled to recover damaqes for such breach i_ncluding the 

uninsured amount of any loss to the extent ·of any deficiency in 

the insurance required by the provisions of this Lease, damaqes, 

coats and expenses of suit, includinq attorney's fees, suffered 

o.r incurred by reason of damage to, or destruction of, the leased 

Premises, or any part thereof, occurring during any period when 

Lessee shall have failed or ne9lected to provide insurance as .. 

aforesaid • 

Under no c~rcumstances shall either the exercise by ... ·-Lessor of the righi granted in this section to enter upon the 

demised Premises for any purposes sp~cified herein and take a.ll 

such action thereon as may be necessary therefor, or the exercise 

of any other right or remedy granted to Lessor under any other 

provision of this Lease to cure, prevent or take any other action 

with respect to any default by Leaaee, constitute an eviction of 

Lessee, result in a termination of this Lease, or in any manner 

wha.tsoever relieve Lessee from liability t.o pay net rent and 

additional rent a• provided herein or from the keeping, 

observance aad pe~formance of any other covenant, condition and 

agreement on the part of Lessee to be kept, observed and 

performed under this Lease. 

Tb • p r o v i s i on s o f t h i s sect i on shall h a v e no 

application to the Lessor•s right to terminate this Lease or to 

Lessor's right to enter, re-enter or to obtain possession of the 
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.· 
demised Premises following termination of this Lease in 

accordance with the provisions hereof. 

In taking action under this Paragraph 33, Lessor shall 

act with diligence, in good faith, and with a view toward 

mitigation of Lessee's liability hereunder. 

34. Notis:es. Any notice or other communication by either 

party to the other shall be in writing, ·and shall be given, and 

be deemed to have been given, either when delivered personally or 

as of the date mailed, if mailed postage prepaid, registered or 

certified mail addressed as follows: 

'l'o Lessor: 

. .. ·-

Jefferson Corporation of Alexandria 
· 4600 Kinq Street 
Alexandria, Virginia 22302 
Attention: Chairman of the Board 

and President 

With copy to: 

To Lessee: 

Ross, Marsh ' Poster 
117 South Fairfax Street 
Alexandria, Virginia 22314 

Fairfax Hospital ·Aa•ociation 
and 

Bealth Group of Virginia, Inc. 
c/o Fairfax Hospital Aaaociation 
8001 Braddock Road 
Springfield, Virginia 22151 
Attention: Presidant 

With copy to: 

Miles ' Stockbridge 
114 North west Street 
Easton, Maryland 21601 

35. GA%~i~a-L4K. This Lease shall be governed by 

Virqinia lav. 

36. severability. If any provision hereof is deemed by a 

court to be invalid, then it shall be stricken and the remaining 

portions hereof shall continue to be operative. 
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37. £ffect of Waiver. ~o waiver by ei~ber party of any 

default or breach of any covenant, condition or stipulation 

herein contained shall be treated as a waiver of any subsequent 

default or breach of the same or any other covenant, condition or 

stipulation hereof. 

38. Bogk Value nefineg. As used in this Agreement, "book 

values shall be the original historic cost less depreciation 

according to IRS guidelines. 

38A. Termination gf pz::iot t.ease. Upon the purchase of the 

EGOV stock by FBA, the Prior Lease and all other agreements 

related thereto, shall be.terminated. 

39. Holding Oyer. Any holding over after the expiration of . 
the term hereof, ;lith the consent of the Lessor, shall be 

construed to be a tenancy from month-to-month and the rent 

specified in Paragraph S(e) shall be tripled and prorated on a 

monthly basis and such month-to-month tenancy shall be govetned 

by all of the other terms and conditions of the Lease. If Lessee 

holds over with Lessor•s consent and pays the rent as aforesaid, 

Lessee shall vacate the Premises on receipt of thirty (JO) days 

notice in writing from Lessor. Any holding over without the 

consent of Leaaor shall constitute Lessee a tenant by suffe!ance 

and liable to summary eviction without notice. 

40. Bxhibit•. Lessor shall fully complete and provide 

Lessee the Exhibits hereto as described in the forms attached 

hereto plus the survey and description of real property by July 

15, 1985 and if they are not provided within such time period or 

if they contain material adverse information of ~hich Lessee has 
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not been previously advised then Lessee may terminate this Lease 

if it so notifies Lessor within five (5) days of Lessee's receipt 

of the Exhibits or on non-receipt of the Exhibits. 

IN WITNESS WHEREOF, the parties have executed this Lease on 

!It{ day ~f Tu I v , 19]:.(: 
I 

this 

JEFFERSON CORPORATION OP ALEXANDRIA. 

By: 

. 
~-

STATE or VIRGINIA, 
CITY OP ALEXANDRIA, to-wit: 

Before me, the undersigned Notary Public in and for said 
City and State, personally appeared Le•lie L. Peters, · .who 
acknowledged himself to be the __ Presiden~------- ot the 
Jefferson Corporation of Alexandria and wbo, as such officer, 
being duly authorized to do so, executed the fore9oin; instrument 
on behalf of the corporation for the purposes contained therein. 

WITNESS my hand and official seal at Alexandria, Virginia 
thiS i:',. C clay Of -r.' i.' 1 19 w..,· 1 

I 
./): . ~ - -'·/.· I . , . . . • .. . , ... ·,Cls· .... \• ""·· ~ 

Notary Public 

My Commia•tan !zpitea: 

~!rth·? 
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. ·.;····.·.~.·. ·. Befor~·-~;·:~e·~··the ·undersigned Notary Public in and 1 for sai-d. 
. ·: _C.·ity.-· and: Sta ~e,, personallY. ~ppeared Y: {;('u~·a ~ IJ..J <I~ re IV , 

. ·,·:who-acknowledqed·himself'to be the r_e·;c_c""'"./· of the 
. · ... ::,_·Fairfax. Hosp~ tal 1." Association· and who, as. sucll officer, being duly· 
. ; ·.:'·.'author izec!: to 1 do! so, executed the forec;oinc; instrument on bebal f _: 

•. ·i. -of, ~h.e.: corporatioz:t! for.: the~ purposes contained therein. · 
. ~ :, • • ~ •• • • ', . l . • l • • • • • • 

· ·· .. :·!:.r.: ... ·./· .. ··.··~'IT~iEss·; ~Y:.han,~nd ·official seai at~Alexandria, Virginia 
· .. · ~~~s 1 • / t :day.' .of' · . ....,v~ , 19::2::£. 

,,,,• I •' ' . v ) 
. : ,;:'· ;~:·.'.\ :, . . . :. ' . ,, ·'. .,..../ . ,; ~ "' . 

.. ... : ·.::::.: . : . .. . .'.· ~""4t'V,. ,!~',... ~df'=' 
· · · · ·:-.. ··: ...... •. ·. ;··. ··.'\!\.; .. , ···· " ·. Notary P lie· 

· ··. ·~.;, Co~iss:1,c)ri.~ Ezp~res:: · 

·. •:_,· 

..... : .. _·; .,·:;r:.,.·'/.b··(i&;·:: : .. ·. . 

. . . 

·.· ·' 

..... 
' I ot' 

• o I :;,:• .. 
. 1 I 

; . 

•.i. 

··.-··, 

. .. ,' 
•; .· 

.. .. . . . -. '. 
:r ..• 

• • : • t ~ ••• 

.·.·. • . 
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STOCK PURCHASE AGREEMENT 

Dated: July 17, 1985 

By and Among: : 

Health Group Inc. 

and 

Health Group of Virginia, Inc. 

and 

Faiifax Hospital Aisociation 
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STOCK PURCHASE AGREEMENT 

THIS STOCK PURCHASE AGREEMENT is made as of ;fi~y) 7 , 
; 

1985, by and among Health Group Inc., a Tennes~ee corporation, 

(the "Seller"), ·Health Group of Virginia, Inc., a Tennessee 

corporation (the "Company"), and ·Fairfax Hospital-Association, a 

non-stock Virginia corporation. (the "Buyer"). 

WHEREAS, Seller owns all. of the issued and outstanding 

capital stock of the Company; 

WHEREAS, Buyer desires to purchase, in accordance with the 

terms and conditions of this Agreement,. from Seller 500 issued 

and outstanding shares of the c·omp-any • s capital stock, which 

shares are all of the issued and outstanding capital stock of the 

' company, .and Seller desires to make sue~ sale. 

NOW, THEREFo~·, in consideration of the mutual promises, 

covenants and agreements of. the parties contained herein, the 

parties hereby agree as follows: 

1. Closing Date. This transaction shall be closed pursuant 

to the terms and conditions of this Agreement at 10:00 a.m., on 

Wednesday, July 31, ~5, 

" . ~ ~rr~G~T~,~M~A~r!J~zt~~h~~~>~~~M~·----------' 

offices of at the 

if all of the or 

conditions to Closing set forth in Sect~ons 7 and 8 hereof have 

not then been satisfied or waived, the Closing shall occur on the 

first business day of the month fo~lowing the month in which all 

of such conditions have been satisfied or waived: provided,· 

however, that if all of such conditions have not been satisfied 

or waived and the transactions conterr.plated herein have no~ been 
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consummated on or prior to August 31, 1985 then either ·the 
. 

Seller, on the one hand, or Buyer, on the other, m~y terminate 

all of their remaining obligations hereunder, and upon such 

termination neither Buyer on the one hand nor 'seller, on the 

other, nor their respective shareholders, directors, officers or 

employees, shall have any further liability or obligation to the 

other hereunder except as set forth in Section 12.1 hereof. The 

. date of closing of this transaction is herein called the "Closing, 

. Date."· The actions outlined·in.Section 3 and Section 9, which . 
are to take place on tne Closing Date, are herein called the 

"Closing:n 

2. Definitions. ·Except as otherwise specifically provided 

herein i as used in this Agreement, the following tenns 'shall have 

the.following meanings: 

2.1. "Assets." The term. "Assets 11 means all of the 

assets, business and property of the Company, of every kind and 

description, tangible and intangible, real, personal and mixed, 

and wherever located, whether or not carried and reflected on the· 

books of the Company or on the Company's 1984 Financial 

Statements (as such term is defined below), whether existing on 

the date hereof or hereafter acquired on or prior to the Closing 

Date, and including, without limitation, the following: 

2.1.1. Financial·Statements Assets. All assets 

reflected on the Company • s 1984 Financial Statements and all 

assets thereafter acquired by or for the Company, except such 

assets as are disposed of prior to the Closing Date, either in 
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the ordinary· course: of.· business or in accordance with the· terms· 

hereof •. . ,., ,. 
I· • . ' ... 

. · · .. _..- :.· 2 .-1. 2.. Know-How and! Rights. All. know-how and· 
.· .... 

'•' . 
rights. o~ :····~he> Company.~. including, but· not limited to, all 

. ' ...... ,,,j . . . •, .. 
. ·' I I • • ' ~ • ' • • • 

· processes .,., 1 :'met.hc;>d.s 1 _, . :techniques,,. inventions 1 patents, patent 
' ' • - ' ' ' .' .' I ,• 4 : I • ' 1 ' ' - ~ ' • ' ' 

rights; .. ~~·~d~ ;\iame~\./ ~rademarks · and all records 1 documents and 
. . :··:·:-. ·':'-:::~ ........ '.· .:.· ... :;·;, ·;· ...... \·::• ..:.· . . ·.. . : 

data·pertalningJthere·to,·.;ex·cept the name "Health Group". Upon, 

the closi~g~.>~~;d~'~s~f·s~~~1' C:hange · the· name of· Health Group of . 
. . . . ):.>:'::·~; .... ;:·:i·:·:·.,;:~ ........ : ... ~.:::· .. ·.:.:'.( .. ·:::· .. ! . .'; .... ; ·.' . : :·; .. '· •· . . ,\ 

Virginia ;/.: . .I.~~·~)~ ~q ?.~~\\n.a,~e.~ :~~t · .. confusingly.· similar thereto. 
: .·,.,.·,·· .... ~·. ··,\~,...:.:~.· .. r/:·~:·.:~·t .... i~ ..... ·• · · · ·.· . . 

·.:·:.··:.':,:,·.\::.2.L:J.t;:3~··:: .: ... :Lease:s·;'· 'Licenses ·and Contracts. All 
. ·:. · .. '.:··:::i·'~'·.' .. ':.'·.·(···. :··.·· .. :. 

leases,. lea·se}:io:l~\; es.-t;:·a~es ;. and· afilY .. other interests in real 
.' :: :~I !,·:>~ <·: · .. ' ... ·.·:·· .. 

property,,· all::·lJ.censes· for any Rights or Know-How, and all 
. : ' . 

contracts: andi ~ co~i~e~ts .(and the rights of the Company 
• .. ; .. • l ; ~ 

. . . 
thereunder) <.of' <t:he Company or as to w~ich ·the· Company has ·an 

interest. 
.\··, .. · 

.· ".': 2~1.4.: Records. All books of account, patient 

and other ... ~e;~~·~ds 1> flies, .. invoices 1 . correspondence and memoranda, . ' . · .. -.. 
• I I . ' 1 ' ,' 

customer.- arid: .s.upp,lier ::·lists, engineering, production and other 
' •' I··,·:· :; .. ·,,/'; •j • t -,, ,1·. • 

technical1: ·~·r~wlhg~.,, · d~t~,. specifications and records of the 
• ~ ~ I ' 

Compa~y rel.a~~ng to the business or Assets of the Company. 

2.1.5. Other Rights and Assets. All other 

rights and ·assets, tangible or intangible, legal or equitable, 

contingent or matured, express or implied, owned by the Company 

or in which the Company may own any right or interest, whether or 

not shown or reflected on the 1984 Financial Statements, 

including any rights to tax refcnds, tax benefits, and good will . 

. seller acknowledges that that claim against Harvey Construction 
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company and others, made in the name of Seller is a ~ight of the 

company included in this provision, provided that the Company 

assume the expense of proceeding with this claim·. 

2.2. "1984 Financial Statements." The term "1984 

Financial Statements 11 means the balance sheet of the Company as 

at December 31, 1984, and the related Statement of Income for the 

period_ of twelve (12) months then ended, together with all notes 

thereto. 

2.3. "Material. n· The term "material" when used with·. 

reference to an.amount means:an amount of $10,000 or more, and 

when ~sed with reference to a course of action or decision-making 

process shall have a meaning as defined in Rule 405 issued by the 

Securities and Exchange Commission under the Securities Act of 

1933, as amended. 

2. 4. "Stock". The term "Stock" means all of the 

issued and outstanding shares of· capital stock of the Company 

owned by Seller and which are to be purchased by Buyer pursuant 

to this Agreement. 

3. Closing. At the Closing, the parties shall take the 

actions p~ovided for in Sections 3.1 through 3.4 to effectuate 

the sale of the Stock to Buyer. 

3.1. Transfer of Stock. At the Closing, Seller shall 

sell, transfer, assign, and deliver to Buyer all the Stock (all 

of which shall be issued and outstanding as of the Closing Date) 

upon the terms and subject to the c~nditions set forth in this 

Agreement. When delivered to Buyer, all certificates represent~ 

ing the Stock shall be duly endorsed in form satisfactory to 
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r· 
Buyer for transfer by delivery or accompanied by appr~pr:ia.te 

stock powers. Seller and the Company represent and warrant that 

upon such transfer of the Stock to Buyer at Closing·, Buyer shall 

have complete, absolute, and unencumbered riq~t, title, and 

interest in and to the Stock, free and clear of all liens, 

riqhts, and claims of any other person, corporation or entity. 

3. 2. Corporate Actions. At the Closinq immediately 

after transfer o~ the Stock to Buyer pursuant to Section 3.1, 

Seller and the Company shall deliver to Buyer the written . 
· resignations, eftecti~e immediately, of such directors.and such 

officers_of the Company as Buyer may request. Seller and the 

company also· shall deliver to Buyer the written resignations, 

effective immediately, of suc_h Trustees and member~ of the 

·administrative committee of the ·company "[Employe·e Benefitl 

Plan[s] listed in Exhibit I hereto as Buyer may request. 

3.3~ Purchase Price for·Stock. The entire 

consideration to be paid by Buyer in exchange for the sale, 

transfer, assignment and delivery to Buyer of the Stock (the 

"Purchase Price"), subject to adjustment as provided below, shall 

be $5,82~,000 plus (or minus in the case of deficit) an amo~nt 

equal to the Company's Net Working Capital and minus an amount 

equal to the unamortized portion (including the current portion 

thereof) of the Company's Capitalized Lease Obligations (as such 

terms are defined below} . 

3.4. Pavment of Purchase Price. 

3.4.1. Method of Pavment. That portion o: the 

Purchase Price to be paic by Buyer to Seller at Closing shall be 
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paid, after transfer of the Stock to Buyer, by bank wire ~r~nsfer 

of funds to an account designated in writing by Seller. Any 

additional payments required to be made pursuant to this Section 

3 by Buyer or Seller shall be made by wire tra~sfer of funds to 

an account designated in writing by the receiving party. 

3.4.2. Pavment to be Made at Closing. At 

Closing, Buyer shall pay to Seller the sum of $5, 5 75, 0 0 0 

($5,825,000 less that sum which is to be placed in escrow 

pursuant to Section .10.5 hereof), plus (or minus in the case of.·.a·;· . 
deficit) ninety percent (90%) of the excess, if any, (or, in the: 

case of a deficit, minus one hundred and ten percent (110%) of 

such·deficit) of the Company's Current Assets over its Current 

Liabilities (as such terms are defined below)~ the amounts of the 

·company's Cur~ent ·Assets and Cur.re·nt Liabilities to· be agreed 

upon by Buyer and Seller and based upon the Company's Updated 

Financials to be prepared pursuant to Section 3.4.5.6. (f) hereof, 

and minus an amount equal to the unamortized portion (including 

the current portion thereof), based upon the Updated Financials 

and agreed to by the parties hereto, of the Company • s lease 

obligations under the Equipment Lease dated Novernber.1, 1983 by 

and between the Company and American Z.1edical Leasing Corp. and 

the Lease dated December 13, 1982 ~y and between the Company and 

Citizens Fidelity Leasing Corporation (the "C~pitalized Lease 

Obligations"). In the event tha~ Buyer and Seller cannot agree 

upon the amounts of. the Current Assets or Current Liabilities or 

the Capitalized Lease Obligatio~s as contemplated by this Section 

3.4.2. p~ior to the Closing Date, either party may terminate t~is 
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Agreement by notice to that effect in writing to the. other 

parties at or prior to the Closing. The amounts paid . (or 

deducted, as the case may be) at Closing with respect to Net 

Working Capital and deducted with respect to .the Capi talizeci 

Lease Obligations shall be adjusted subsequent to Closing as 

provided in Section 3.4.3. 

3.4.3. Post-Closing Adjustments. 

3. ·4. 3 .1. · First Post-Closing Adjustment •. · 

Not: .. later· than thirty (30) days after the Closing Date,. Buyer and\ 

.. Seller shall make an initial· adjustment to the Purchase Price by.· 

(i) det~rrnining the excess (or deficit, as the case may be), if 

any, of Current Assets over Current Liabilities as of midnight on 

the day irnmed~ately preceding the Clos~ng Date, .and (~i~ making 

an appropriate payment .(the "First Post-Closing Adjustment") 

(Seller to Buyer, or Buyer to Seller, as the case may be, such 

payment to be deemed an adjustment in ~he amount paid or deducted 

at Closing with respect to Net Working Capita~) such that the 

amount paid (or deducted, as the case may be) at Closing with 

respect to Net Working Capital and the amount paid, if any, 

pursuant to the First Post-Closing AEjustment shall together 

equal ninety percent (90%) of the excess (or one hundred and ten 

percent {110%) of the deficit, as the case may be) of Current 

Assets over Current Liabilities as of midnight on the day 

immediately preceding the Closing Date. Concurrently with the 

First Post-Closing Adjustment, Buyer and Seller shall deterwine, 

as of midnight on the day i~~ediately prececing the Closing Date, 

the unamortized portion (including the current portion thereof) 
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of the Capitalized Lease Obligations and, to the extent such 

amou~t varies from the amount deducted at Closing with respect to 

the Capitalized Lease Obligations, Buyer or ~eller, as the case 

may be, shall pay the amount of such variance to the'other. 

3.4.3.2. Second Post-Closing Adjust-

ment. One hundred and twenty (120) days after the Closing Date, 

Buyer and Seller shall make a second post-closing adjustment to 

the Purchase Price (the nsecond Post~Closing Adjustment") so that 

the sum of the amount·paid or deducted, as the case may be, with 

r~spect to Net Working Capital, at the Closing, the First Post­

Closin.g Adjustment and the Second Post-Closing Adjustment eqU.als. 

the net working capital as of midnight on the day immediately 

prec~ding the Closing D~te •. If Buyer and Seller are unable to 

agree upon the .amounts of the Net lvorking Capital or have not 

agreed upon the amount of the Capitalized Lease Obligations, they 

shall appoint a firm of independent public accountants of recog-

nized national standing to make such determinations, which 

determinations shall be final and binding on the parties hereto 

for purposes of this Agreement and they shall share equally the 

expense of such public accountants •. 

3.4.4. Intercompany Accounts. Intercompany 

accounts of Seller and the Company shall be not be included in 

determination of Current Assets and Current Liabilities and shall 

be deemed cancelled as of the Closing Date. 

3.4.5. Definitions of Current Assets and Current 

Liabilities. For purposes of Section 3 of this Agreement, the 

following terms shall have the following ~eanings: 
J.APP. 5854 

- 8 -

I 

'· 

,. 
' t· 
~ . 

!· 
,, 
lr 

~ l ;; 
! .. 



~,~--------~----------
~ .,) 

' .• '•: ..... 

3.4.5.1. Receivables. The 

"Receivables" means the accounts and notes receivable of the 

Company as the same exist on the Closing Date, which accounts 

receivable shall be all the uncollected accounts· receivable of 

the Company on the Closing Date exclusive of any amounts receiv­

able by the Company from Seller. Such accounts receivable shall 

include charges for services rendered to patients up to the 

Closing Date but not yet billed. Such accounts receivable shall 

include all accounts receivable relating to Medicare, Medicaid 

an~ other governmental and private insurance and reimbursement 

programs and any retroactive adjustments thereto resulting from 

agency actions and court or administrative decisions. Such 

accounts receivable. shall include receivables from employees, 

physicians and others arising in the ordinary course of business 

of the Company. 

3.4.5.2. Inventories. ~he term 

"Inventories" means the inventories of supplies, drugs, food and 

other disposables and consumables of the Company on the Closing 

Date. 

3.4.5,3. Liauid Assets. The term "Liquid 

Assets" means and includes, but is not limited to, cash on hand 

{such as petty cash funds), emergency room funds, cash in banks 

and bank accounts, certificates of deposit, .cash equivalents and 

money market instruments, funds held by t=ustees in bond funds 

(pri~cipal and interest) or other debt se=vice funds such as 

depreciation reserve funds, all as the sane exist on the Closing 
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Date. "Liquid Assets" does not include funds held by trustees 

for construction. 

3.4.5.4. Current Assets. The term 

"Current Assets" means: 

(a) Liquid Assets: 

(b) Receivables, net of an allowance for doubtful 

accounts and contractual allowances determined pursuant to 

Section 3.4.5.6.: 

(c) Inventories, valued at lower of cost (first in, 

first out) or market: 

·(d) Prepaid assets; and 

(e) Refundable deposits under any lease or contract if 

the deposit is refund~ble within five years after the Closing 

Date. · 

3. 4. 5. 5. ·current Liabilities. The term 

"Current Liabilities" means: 

(a) Trade and other accounts payable of the Company, 

including, but not limited to accrued utilities, amounts accrued 

under service contracts, liabilities for patient deposits and 

refunds, trade payables for goods and services delivered or 

provided, accrued property taxes, accrued interest on long-tero 

debt and capitalized lease obligations, and any other accrued 

liabilities but excluding accounts payable by the Company to the 

Seller; 

(b) Liabilities relating to the Company's employees, 

including, but not limited to, salaries, wages, contractually 

obligated bonuses, vacation days, sick leave (if the sa:\'.e is 
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required to be accrued under generally accepted accountil}g . 

principles), payroll taxes, withholding taxes and other withhold­

ings from employees and employee benefit costs; and 

(c) Amounts due to insurance companies, Medicare, 

Medicaid and other third-party payors 'for or relating to cost 

report settlements, rebates, overpayments, set-offs aqainst 

accounts.receivable-and similar items. 

3. 4. S. 6. Net liorking Capital~ The term· . 

"Net Working· Capital" means Current· Assets minus . Current 

Liabilities. With respect to any determination of Current 

Assets, Current Liabilities and Net Working Capital: 

(a) Deductions from the face amount of Receivables for 

·bad deb~s and contractual allowances ·shall be determined by 

m~tual agreement of Buyer and the Seller. 

(b) Components of Current Assets and Current 

Liabi:J,.i ties shall be determined in acc-ordance with generally 

accepted accountinq principles applied on a basis consistent with 

the 1984 Financial· Statements,. except as _otherwise specifically 

provided, [and except that the parties hereto understand and 

acknowledge thC:lt some amounts including but not limited to 

certain third-party reimbursement program reserves, have been 

accounted for in Seller's corporate accounting and that 

appropriate amounts, to be agreed upon by Buyer and Seller, will 

be allocated to the Company.] 

(c) Current liabilities shall not include any 

princi~al due on long term debt or Capitalized Lease Obligations 

of the Company. 
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(d) With respect to Section 3.4.5.5(c) and Receivaoles 

relating to insurance companies, Medicare, Medi~aid and other 

third-party payers, Buyer and Seller shall determine such amounts 

by mutual agreement. 

(e) At least seven '(7) days prior to the Closing Date,. 

the Company shall deliver to Buyer an unaudited·balance sheet and. 

income statement of the Company as of .June 30, 1985 or such later 

date as is available (the "Updated ·Financials"), such Updated 

Financials to be prepared consistent with the provisions of 

Se~tion 3 of this Agreement and in the form of Exhibit AlL· 
(Schedule 3. 3) 

4. Representations and Warranties of the ·Company and 

Seller. The Company and Seller, jointly and severally, r.epresent 

. and warrant to Buyer that the statements contained in 

Sections 4.1 through 4.29 are true and correct on the date hereof 

and will be true and correct on and as of the Closing Date. 

4.1. Corporate Standing. Seller and the Company are 

corporations duly organized, validly existing, and in good 

standing under the laws of the State of,Tennessee, and each has 

full power and authority to enter into this Agreement and to 

carry out the transactions contemplated hereby. Seller and the 

Company each have full power and authority to carry on its 

business as it is now being conducted and to own or lease its 

Assets. Seller and the Company are each duly qualified to 

transact business in each jurisdiction where the nature of its 

business or its ownership or leasing of property requires it to 

be so qualified. The execution and delivery of this Agreement by 
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the Company and Seller do not, and the consummation of the trans­

acti~ns contemplated hereby will not, violate or r~sult in a 

breach of any provision of Seller's or the Company's Charter or 

By-Laws, or violate any provision of, constitute a default under, 

result in the acceleration of any obligation under, or result in 

the creation or imposition of any security interest, mortgage, 

lien or other encumbrance upon the As~ets of the Company under, 

any mo·rtgage, lien, lease, agreement, indenture, order, 

arbitration award, judgment or decree to which the Company or the 

Seller is a party or by which either of them is bound, and will 

not violate any other restriction of any kind or character to 

which the Company or the Seller is subject. The · copies of 

Seller's and the Company's Charter and By-Laws_, as heretofore 

delivered to Buyer I are complete and correc-t;., have not been. 

amended or repealed since delivery to Buyer and are in full force 

and effect. Except as set forth in Exhibit A att~ched hereto and 

made a part hereof, the Company possesses all required licenses, 

permits, registrations, certificates and accreditations necessary 

to allow it lawfully to operate Jefferson Memorial Hospital 

( "JMH"), and to participate in the Medicare and Medicaid 

reimbursement. programs, including, but not limited to state 

hospital licenses, certificates of need and Section 1122 

approvals, waivers or exemptions therefrom, and accreditation by 

the Joint Commission on Accreditation of Hospitals ("JCAH"). 

Exhibit A also lists all such licenses, permits, registrations, 

certificates, accreditations, certificates of need, approvals, 

.waivers or exe~ptions, and Section 1122 approvals or exemptions. 
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Seller has previously delivered to Buyer true and complet~ copies 

of the two most recent JCAH accreditation survey reports and 

deficiency lists, if any, and the most recent state licensing 

report received with respect to JMH. Exhibit A.also describes 

any notices received by the Company with respect to threatened, 

pending, or possible revocation, termination, suspension or 

material limitation ~f the licenses and permits described herein, 

or with respect to any challenges, appeals or investigations in 

respect thereto, except for any such notices which have been 

c~red by appropriate rernedial"action by Seller or the Company. 

,4.2. Capital Stock. The authorized capital stock of 

the Company consists of 1000 shares ot capital stock, par value 

$.10 per share, 500 of which have been validly issued and are 

outstanding, fully paid and n6nassessable. No share~ of the 

Company's capital stock are helQ by the Company in treasury. 

There are no other issued or outstanding equity securities of the 

Company and there are no other issued or outstanding securities 

of the Company convertible at any time into equity securities of 

the Company • The Company is subject to no corruni tmen t or 

obligation which would require the issuance or sale of additional 

shares of the Company 1 s capital stock at any time under options, 

subscriptions 1 warrants, rights, calls 1 preemptive rights, 

convertible obligations or any other fixed or contingent 

obligations. 

4.3. Authoritv. Seller and .the Cor.lpany have full 

power ane authority to enter into this Agreement and have take~ 

all action or will use their best efforts to take all action, 
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corporate and otherwise, necessary to authorize the execution, 

delivery and performance of this Agreement, the completion of the 

transactions contemplated hereby and the execution and delivery 

on behalf of Seller and the Company of any and all instruments 

necessary or appropriate in order to effectuate fully the terms 

and conditions of this Agreement. No cons~nt or approval of any 

.. court, qoverr:unental aqency or other public authority, or of any 

l other person, corporation.or.entity with any actual or alleged 

~ interest in the assets of the Company is required as a condition.· 

to (a) the validity or enforceability of this Agreement or any 

' 

other instruments to be executed by Seller or the Company to 

effectuate this Agreement, or {b) the completion or validity of 

any of the transactions contemplated by this Agreement. This 

Agreement has been pro·perly _executed and del;vered by the duly 

authorized off~cers of Seller and the Company, and constitutes 

the valid and l~gally binding joint and ·several agreement of 

Seller and.the Company and is enforceable against Seller and the 

Company in ·accordance with its terms. 

4.4. Stock Ownership. Seller is the sole beneficial 

and record owner of the Stock. All of the Stock is validly 

issued and outstanding, fully paid and nonassessable. All shares 

of the Stock are free of any lien, security interest, charge, 

encumbrance or claim, of any nature whatsoever, and Seller has 

the right to transfer to Buyer co~plete and unencur.bered legal 

and equitable title to the Stock. 

furnished 

4.5. Financial Statements. Seller has previously 

Buyer with true and cor:1plete copies of the 19 6 4 
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,Financial Statements and those financial statements o·f ·the 

1Company most recently available as of the date of this Agreement 

1 (the "Interim Financials"). The 1984 Financial Statements and 

the Interim Financials were prepared in accordance with generally 
! 

accepted accounting principles, consistently applied, and 

accurately, correctly and fairly reflect and present, the 

fina~cial c~ndition and position of the Company (a) as at 

December·31, 1984 and the resu~ts of operations of the Company at 

. that date for the twelve ( 12) month period then ended, and (b) as:: 

.. at the date ·of the Interim Financials and the results of 

operations of the Company at that date for the period between 

December 31, 19.84 and the· date of the Interim Financials, 

r~spectively. There has -been no material adverse change in, 

~aterial loss ·o~ destruction of, or material amount of damage to, 

the Assets taken as a whole or the financial condition or 

b~siness of the Company since December 31, 1984, whether or not 

arising from transactions in the ordinary course of business. 

The regular books of account of the Company fairly and accurately 

reflect all transactions since December 31 , 19 8 4, are true, 

correct and complete, and are maintained and kept in accordance 

with generally accepted accounting principles, consistently 

applied. The Company has no liabilities or obligations, whether 

accrued, absolute, contingent or otherwise, which would materi-

ally and adversely affect the condition (financial or otherwise} 

of the Company, except as and to the exten~ reflected or rese~ved 

against in the balance sheets included ir. the 1984 Financial 

Statements or the Interim Financials. No dividends are due o~ 
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unpaid ~y,the Company. The Company owns no interest, dire~tly.or 

indirectly, in. any: business entity. 
• t •• 

. • · · .. ··.:4 ~·6 •. · Lawsuits and. Proceedings.. Except as disclosed in 

·a schedul~i·h~retof9re·furni~hed·to Buyer and attached hereto as . 
. . ·:· ' 

Exhibit·.B/and.<niad~l_.a·.·J?.a.rt hereof, to the best of the Seller's 
• • ' •• : ' f • • ·, : • • • •• : ~ • ••• : J ; t • • •. • • • • • • • 

knowledge\.there·!··.i·s>no_:··action· at law or· in equity, arbitration 
' ' ~ t o o ' ' ::,:' '. \o o I/ .. 1 '[! .~ i .' .: ,' • ' I • ' • • I • 

proceeding·~ 1 go~~:rri~e·~tal: '"p.roceeding or investigation pending or 
. .'; :.·~.; ··,:·.:-:. <·::_('-: ·;:.:'·· '-._'' . . :· . : . . . . 

threatened ~·-.again~~( .. :;~e ~ ._c;:omp.an:Y/ or:. against· or: with respect to the~.· 
. '·,::~.;.'·. <· ·.::::·.·:.,\~~~:··.i;' ':. :,.'.(I, . . . . . 

busine~s···o·r·:.:As·set-~s.'.~f{· ,the .. Company1 .. and•. the· Company is not in . 
' ·. <.~;:;·:-,.: .. ';-;':'_.~;.;'·;';':';·.;;:~·.·.::,-;.·:,,:: .·.· .. .:. '·. ' ' . : '. ' 

materiall:defatil't·· ... \.!'i'thi,_respect··to; any'· decree·,. injunction· or other 
·. . . . <·' .. .-~:· ... .':\ . ·:·:· . . . . . . . . 

order of.:S:t.:tY/ cp:t-u;t:·.or:,governmental authority. The Company is in: 
, , , . ~ \ . . . '. ! , . • i :' : •. • I : • \ ' , I . • '. , ' • , ., 

substantia'!. ·~·o~pl'i~rice··with all·· (and has not received any notice 
. ' 

of any claimed'.vio~ation. of any) a_pplicable federal, state, 

county or municipal· laws,· oz:dinances and· regulations. There is 
I 

no action at law. or ·in equity, a~bitration proceeding, 

governmental· proceeding. or investigation pending or threatened 

against S~l~er. or. ,against. or with respect to Seller f s assets I and: 
. '. '· ... 

there iS nO actiOn;; a.t .laW Or in equity r arbi tra ti00 prOCeeding 1 . 
, . . . . . . ... : ~ . '' ' 

. . . 
governmental.·proceeding; or investigation, or motion or request to 

.. :· ; ·. 

any court~ pe-~d-ing. or threatened, against or with respect to the 

Seller or the Company with respect to this Agreement or any of 

the transactions contemplated hereby. No notice from any 

authority with respect to the suspension, revocation or 

termination of any permit, license, certificate, certificate o: 

need, accrecitation or participation has been issued or given r.or 

1s the Company or Seller aware of the proposed or threatened 

issuance of any such notice. There is no basis known to the 
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1
Company or the Seller for any such action which would have -a 

. 
~material adverse effect upon the Assets, liabilities, fina~cial · 

:condition, results of operation, business or prospects of the 

Company or its right to conduct its business as presently 
; 

:conducted. 

4.7. Assets- Good Title. Except as may be disclosed 

1 in the 1'984 Financial Statements, the Interim Financials or a 
I 

~schedule heretofore furnished to Buyer and attached hereto as 

; Exhibit c and made · a part. hereof, the · Company has a valid . 
;leasehold interest in the real property ~nd improvements on which 

; JMH is op.erated and good and marketable title to, and owns 

·outright, all of its other Assets free and clear of all liens, 

. security. interests, charges, encumbrances, claims'· equities of 

others and restrictions ·of any kind.or character·whatsoever. The 

Assets are in the possession (subject to such goods as are 

normally in transit) or control of the Company, except for such 

! Assets as have been disposed of in the ordinary course o£ 
I . 
lbus~ness. Except to the extent set forth in Exhibit C or in this 

! Section 4. 7, there is no real or personal property in any 
! 
I 

1material way used by the Company in its business in and to.which 
. . 
:the Company does not have full right, title, and interest. The 
j 

. tangible Assets of the Company (whether owned or held under 

lease) ar·e in good operating condition and repair, normal wear 

and tear excepted, free frcm material defects, and usable in the 

ordinary course of business and to the date hereof have been, and 

to the Closing Date, will be, repaired and rnaintainec 

consistently with the past practices of the Company. 
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4.8. Zoning. Except as di~closed by written notice to 

Buyer prior to execution of this Agreement, all structure$ and 

equipment owned, leased or used by the Company conform with al! 

applicable ordinances and regulations (including, without 

limitation, all fire, health, safety and OSHA regulations) and 

bul.lding and zoning la\..rs. No easement, license, grant, zoning or 

building ordinance or law, administrative regulation or any other 

impediment of any kind prohibits, interferes with, limits or 

impa~rs, or would prohibit, interfere with, limit or impair the 

~se, operation or maintenance of the Assets of the Company or the 

conduct of the business of the Company as currently conducted. 

4.9. Insurance. 

4.9.1. The Company has furnished to Buyer a. 

schedule, attached hereto as Ex~ibit D ~nd made ~ part hereof, 

setting forth a description of all policies of fire, casualty, 

liability (including, without limitation, product liability and 

medical malpractice), worker's compensation, life and other forms 

of insurance carried by the Company currently, including with 

respect to each policy a description of the types and limits of 

the coverage, the amount of premiums, the name of-the carrier, 

the policy number, the expiration date of the current premium 

period and the nature and amount of any claims pending 

thereunder. The Co~pany is not in default with respect to any 

provision contained in any of such insurance policies which might 

cause a loss of covera~e under a~y such insurance policy nor has 

the Company failed to give any notice or present any claim 

thereunder in due and tinely fashion. The Company has currently, 
J.APP. 5865 
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and during each of its two past fiscal years has had, in full 

force and effect all insurance coverages required by appli~able 

law. 

4.9.2. Buyer shall cause Seller to be added as a 

named insured to all liability insurance policies to be carried 

by tf#Y Company. 

4.10~ Ma]or Agreements. The Company has· furnished to· 

Buyer a schedule, attached hereto as Exhibit E and made a ~art 

hereof, of the instruments or documents (and a copy of each), if 

any, embodying or evidencing (or if there are no such instruments 

or documents, a brief description of) each of the following 

transactions·to which the Company is a party or by which the 

Company is obligated, and except for such transactions, the 

Company is not a party to any transaction (whether written or 

oral) hereinafter listed: (i) contract for the employment of any 

officer or individual employee; (ii) agreement with any labor 

union; (iii) any single contract for the purchase or sale of 

supplies, materials or personal property or for the furnishing o= 

receipt of services, which contract calls for perforwance ove= a 

period of more than 90 days or involves more than the se~ of 
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$10,000; (iv) distributor or sales agency contracts; (v) ~e~se 

or letting of real or personal property wherein the Company is 

lessor or lessee; (vi) optl.on, preferential right o·f purchase, 

· real estate mortgage, chattel mortgage, deed of .trust, security 

agreement, conditional sales agreement or other encumbrance 

affecting the title to, or use of, any Assets of the Company; 

(vii) bond, loan agreement, promissory note or other obligation 

to pay money, arrangement· for the factoring or assignment of · 

. t accounts receivable, guarantee, indemnifica:tion agreement or any·: 

q?ligation with respect to the undertaking of another (except for. 

indorsemept·of checks in the ordinary course of business); (viii) 

license agreement wherein the Company is a licensor o·r licensee; 

(ix) advertising contract, consulting agreement, and any other 

agreement that continues in force after the Closing Date with 

respect to employment or retention of consultants, legal counsel, 

accountants or anyone else who is not an employee; (x) power of 

attorney or other similar authorization to do and perform any 

acts for or on behalf of the Company or with respect to Assets of 

the .Company; (xi) contract for the construction of any plants, 

equipment, ~acilities, buildings, structures or other capital 

improvements involving a sum greater than $10,000; (xii) 

government contract which is subject to renegotiation; (xiii) 

stock purchase, group insurance, bonus, stock option, executive 

compensation, pension, profit shar.ing, medical or other employee 

benefit contract or plan or arrangement, whether established by 

custo::1 or course of dealing, oral or written agree~ent; (xiv) 

contract for the provision of medical or other health-relatec 
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servicesi:. and (xv) ·.any oth.er ·material contract or any instrument 

not made I ih, the ordi.nary/ course of business. The Company is .not 

in materiali.' ·~ef~ult·,. nor has any event occurred which, with the 
\ : .. · .. 

passage. o£:: t~~e or. th~.~ g~v:ing of notice or both, would constitute 

a default:·,/.·u~der·:--.·any/.·contract, agreement, lease, document or 
• • •• ~ • •••• : • \ ' • 0 ; • :. • : • :. , • • • 

. : 

other arrang'ement·:'·to;:which. it is a party, has not waived any 
, . •.' '·.'.'·)';l•/.· ... ·. '. · .. i,\'.~ ,; ·~: .. : I •• :'> : .. '. . 

rna terial 1
• rights! ·under~·· OI\. W:i th respect· thereto, and has no know-

. I:, .. '.: :'.-'::, ·;' : .. ::.\;·:·:,• ,\ ..... , , ',: , 

ledge. or,· I:lQt~ce. ;·,tna 1;. : a.'nyl·;,: party I .with whom the Company has 
.:- . : ·.: ':;·<:·:~.·;···.···: l';":,.·;f::,.·.·> ·/ ~,!. ··~· . .. ·. 

contractuali.' arrangements·.,,'wrl.tten' or orar, is iri default in,·. any· 
. · .. : :' .: ; ; .} . :.:. :'· < .. ·· ,.: .··: ,;::\'·~ ;:'';:' . .'5 :·:· . ?'; ) ·>. . . 

mat;er1.al'. z:esp.ect · .. u~der:· any: such contractual arrangements. No 
! ' ' ' ' l • \ o ' \ ~ ' lo : I • • •• i 

consent ·.~~:: ;apP,roy~i-:":".6£·· .. any, party. w~ th whom the Company has any 
I ,' .. , . : .,: ... II . :· . . 

such con~ractual··a.r·r.angements, written or oral, is required as a 

condition to {a~ ... the.:.validity or enforceability of this Agreement 
,. . 

or· any other instruments. ·to be executed by Seller or .the Company 
. ,. 

to consummate.the·transactions contemplated by this Agreement, or 

{b) the: consummation, or validity of any of those transactions. 

·. 4 ~ ll·~ . Taxes •. 

4 .11:.1···. The· Company has exercised due diligence in 
, .... 

the prepar'ation ~; .. an~. has duly and timely filed, or will have 

filed by theClosing·Date, all federal and applicable state and 

local returns, declarations or statements with respect to all 

federal, state and local income, property, 'sales, use, profits, 

occupancy, employment, excise, withholding, customs duties or· 

other taxes of any nature whatsoever, including, without 

limitation, penalties and interest thereon, (respectively, 

"Returns" and "Taxes") requi::-ed to be filed up to and ir.cludi::s 

the cate hereof and thereof. All Taxes shown on the Returns or 
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pursuant to any declarations or assessments received by. the. 

Compa~y (including penalties and interest) have been duly and 

ti~ely paid, or accrued and reserved for and reflected in the 

1984 Financial Statements or the Interim Financials or the books. 

of account of the Company. All such Returns are true, correct 

and complete. No extension of the time for filing a Return is 

presently in effect except with respect to the Company's 1984 

federal -income tax return. As of.the date of.the Interim Finan-

: cials, there is no tax liability, contingent or otherwise, wh1.ch ·. 

is not reflected as a liability thereon or on the 1984 Financial 

Statements. 

4.11.2. There are no· waivers of statutes of 

limitations in effect fo~ any Taxes with respect to the Company. 

4. 11. 3. · All federal income tax .. ·Returns of the 
R~h 

Company have been a1:1elieee a!Hl finall} settleel sy tl=le I:aternal 

I.; 
: i 
'·! 
I I 

; ~ 

·' : 
. i 
: ~ 
. :.!. 
. ·i. 
; ;~; 
···~· 
r~ . :··f!; 

ll:e u entte Se~Yise er otl:ler appropriate taxi n9' a\:lt:l=1eritie s for all .:i;.f 
periods of time through /J?ffa~..J/, 19.i{. ~xtension of time -}~1, 

~
~~~ ~ l::f. 

. is in effect for the assessment of deficiencies-~ =4 ;...::.(. ;!:!" 
/~-t"2~tlt_ J:O~v., <-.t:2 ~~ ~ Y..e'~~...r /9F7/~-~ ~ F "';)__~__,J.. :r: · g;r ;g;:=nst the eonzpar•y w:tt:fi respect to any 'i'cmes g;r;_ ~ · i'' ' 
~~=>·&·· __ ~ ~'?)/~~ ~~ ~ Y~;:r~/'7"rs /-r\1!:!.7 -::;. 
Retpr';ls _-oL any 1ea~. GV~;t:::.,P.;Vl-:-z-y £j~,......u'a r-~41'/~~ <f,. 

6
~~-- ~~: 

4 .12. Banks and Deoosi ts. The Company has heretofore r: . 

±urnished to Buyer a schedule, attached hereto as Exhibit F and 

made a par·t hereof, setting forth the name of each bank or other 

depository in which the Company has an account, the nurr.ber 

assigned to each account, and the names of all persons authorized 

to draw thereon. The Co~?any has no safe deposit box or any 

other custody arrangenent. 
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4.13. Claims of Directors, Officers, etc. Exc;::ept. as 

set forth in Exhibit G attached hereto and made a part hereof, no 

~mployee, director or officer (or any current or former family 

member thereof) of the Company, either individu~lly or in any 

other capacity, has a claim of any kind whatsoever (including, 

without limitat~on, loans to the Company) against the Company, 

except the right to his current salary or wages, any accrued 

vacation pay, and any reimbursable· expenses arising in the· 

ordinary course of business. Except as noted in the immediately . 
~receding sentence, the Company has no obligation to any such 

person that has not been fully performed. 

4.14. Officer and Director Loans. Except as set torth 

in Exhibit H attached hereto and made a part hereof, there are no 

outstanding loans; obligations pr·open account advances ~ayable 

to the Company by the Seller or any current or former officer; 

director or employee (or any current or former family member 

thereof) of the Company. 

4.15 Rights and Know-How - Ownership. The Company 

owns its Rights and Know-How free of any rights or claims of any 

officers, directors, stockholders or employees of the Company, or 

of any other persons, corporations or entities. 

4.16 E:x:traordina·rv Transactions. Except as set forth 

in Exhibit E, since December 31, 1984, the Company has not {i) 

mortgaged, pledged or subjected to lien, charge or any other 

encur.lbrance any of its Assets; (ii) cancelled any clair:1 of or 

debts owed to it, or, except in each case in the ordinary co~=se 

of business, sold or transferred any of its Assets; (iii) sold, 
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assigned or transferred any of its Know-How or Rights; (iv) 

waived any rights; (v) entered into any material transaction 

oth.er than in the ordinary course of business; (vi) made any 

management decisions involving any material change·in its poli-

cies with regard to the provision of services, sales, purchasing 

or other business, financial, accounting (including reserves and 

the amounts thereof) or tax policies or practices; or (vii) 

declared or paid any dividends on or made any distributions in 

respe_ct of any outstanding shares of capital stock of the 

Company. 

4.1~. Accounts Receivable - Inventories. 

4.17; 1. All information set forth in the 1984 

Financial Statements with respect to accounts rece~vable of the 

·Company i·s true, accurate and complete as at." Dec~mber ·31, 19 8 4, 

and since that date ·to the Closing Date there· has been no _ 

material adverse change with respect to the amount, validity, or 

collectibility of accounts receivable of the Company, except for 

decreases in the amount of accounts receivable due to collection 

in the ordinary course of business since December 31, 1984. Such 

accounts receivable are, and at the Closing Date, to the extent 

not theretofore collected, will be, valid and existing and 

evidence of monies· due for services pertorrned or goods sold, and 

are and will be good and collectible in amounts equal to the 

aggregate face amounts thereof after giving effect to any de-

ductions from face ar.:ounts for bad debts and contractual 

allowances as dete=~ined by ~~tual agree~ent of Buyer and Selle= 

~nder Section 3.4.5.6. hereof. 
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4.17.2. The items included in the invento~ies. of· 

the Company as shown on the 1984 Financial Statements (exce~t for. 

any of such items which may have been sold, used or otherwise· 

consumed in the ordinary course of business subsequent to 

December 31, 1984) are, and any items of inventory acquired 

thereafter and not sold, used or otherwise consumed in the 

ordinary·course of business to the ciosing Date shall be suitable: 

as supplies regularly used in the business of the·Company and~ 

such items are of a quality and quantity usable or salable·in the· 

~~dinary course of business. Such i terns of inventory are valued·,. 

on the 19.84 Financial Statements and the Interim Financials at. 

the lower of cost or market, on a first-in, first-out basis, with 

an appropriate reserve for obsolescence. 

4. 18.. Broker and Finder Fees. Neither Seller nor .the 

Company has engaged any broker or finder in connection with this 

transaction, and no action by Seller or the Company will cause or 

support any claim to be asserted against Buyer by any broker,. 

finder or intermed1ary in connection with this transaction. 

4.19. Adverse Circumstances. To the best of the 

Seller's knowledge, there are no facts, ·developments or circum-

stances, existing or threatened, of a special or unusual nature 

that may be materially adverse to the Assets, business, financial 

condition or future prospects of the Company. 

4.20. Liabilities. Th~ · Company has no material 

liabilities of any nature, whether accrued, absolute, contingent 

o:::- othen:ise, existing, or which nay hereafter. arise out of a:1y 

transaction entered into prior to the Closing Date or out of ~~y 
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: . :' 

act or·failure·to act on the part of the Company or any·of its 

employees; or. agents.p~ior to~the·Closing Date, except (i). as and· 
I, • ~ ' • ' I •. • ' ' ' • ' • 

to t~·~:·.'~~t~~t and·. ·in· the amounts reflected or reserved against in ... \ .. , 
• ~ : • ; o ', I ~ ' o 1 ' • 

the ·.1984\:Financial ·Statements· or the. Interim ·Financials, (ii) 
. . I . . . . . . . , 

currerl't'.·liabiii'tj.es; :incurred: in: .the' ordinary course of business 
' 

1 
', 1 • ' ' ' ' 

0 
' ~· I ' 

0 
, • • 

' I ,: : ' o ' I • • ~ ; ' 

since:.December\· .. 31',.;.· .1984 ~, and. (iii) as set forth in the Exhibits 
' ' ' ' ; , : ': ·~ ' ' :' ;' : >. I ~·, t ' : • ~· . • . '.< • 

attached~hereto~'.·. : · ... : . 

. . . ·· i~'~:~i:.:~ ~·~~'c~U:ri~s·. Payableo: All inforl!lation set forth in 

.. I-:-~·~ .. ' . L;_-: .. : :.:: ~; i, ·. :: .. ·. . : ~ > :: . . . .... . ' . . . 
the! 1984\:Fihanciali.i. st·atements ,, the· Interim. Financials and the 

• '.: > ; :I •/; ·,)~\/1 ;:1 : .. ·' :·.i·,; ,' ....... : /; • :.' o •; ; , .' ,.:, ', : • ' . I ; ' ' . , • • . ', • ' 
booksi andi records: of'.th.e· Company with respect to the accounts 

; ", ·,.·.::< ... ·. ·.·;.::;:;.;; .· i; : .. ,' .: '. '. ' ' . ' 

payable.!··.~f{,.the :;,Company .... for. all-, periods up .. to an~ as at the 
• I ' :' .: '. .' \ • ...... I·.' . . · .. ·. ~ 

Closing: Date·: are. true 1 • accurate and complete, and no supplier of 

the Companyi has:· any .. right to dema~d return of any of the Assets 
::'• I 

of the Company· for· nonpaym'ent ~f any account ·payable. 'l'he 

a~gregate. amount of all legal and accounting fees and expenses 

payable· .by· .the Company, if any 1 (including, without lirni ta tion, 

all fees; and• expenses not yet billed) which are unpaid and 
' ~ I ~ ' • ' • 

outstandihgi as of·: the:date on which this Agreement is executed by 

the Company,. and: as: of the Closing Date does not and will not 

exceed· .S · . in the case of legal fees and expenses and 

$ in the case of accounting fees and expenses. 

4.22. Emnlovee Benefit Plans. 

4.22.1. All "employee benefit plans," as defined 

in Section 3(3) of the Employee Retirement Income Secu~ity Act of 

1974, as amended ("ERISA"), spo::1.sored by the Company or to which 

the Co::1pany contributes (the "Plans") . a!"'e listed in Exhibit I 

attached hereto and made a part hereof. The Company has 

J.APP. 5873 

- ?7 -



~ ~ ) 
..... ~ ..,.· 

turnished complete copies of each of the Plans to Buyer~ ~nq the 

Company has not previously sponsored or contributed to any 

employee benefit plans other than the Plans. None of the Plans· 

· is ·a "defined benefit plan" within the meaning 9f Section 3(35) 

of ERISA. The financial statements furnished by the Company to 

Buyer with respect to the Plans (which financial statements are 

listed in Exhibit I attached hereto and made a part hereof, and 

which· are hereinafter referred to as the ''Plan Financial State­
! 
I· ments") were prepared· in accordance with. generally accepted 

· .. accounting principles, consistently applied~ and each accurately;. 

correctly and fairly reflects and presents the financial 

condition of the Plan to which it relates as of the date of that 

Financial Statement. . All. con:tributions and premiums d.ue and 

payable by ·the Company :to any of the Plans ··.on ·Or prior to the 

Closing Date have been paid in full. 

4.22.2. Each of the Plans (as in effect on the 

Closing Date) which constitutes an "employee pension benefit 

plan" within the meaning of Section 3 ( 2) of ERISA has been 

determined by the Internal Revenue Service, as to form, to 

satisfy the requirements of Section 401 or Section 403(a) of the 

Internal Revenue Code of 1954, as amended (the "Code"), and there 

are no developments or circumstances, to the best of the Sellers' 

knowledge, existing or threatened, that may disqualify that Plan 

under Section 401 ·or Section 403(a) of the Code. With respect to 

each of the Plans, all applicable reporting and disclosu:::-e 

req~ireme~ts under Title I of. ERISA have been satisfied o~ a 

tir.1ely b~~is and all inforrr.ation reported or ciscloseC. -·· 
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connection with those reporting and disclosure requirements is 

true, correct and complete. No rr fiduciary" (as de :tined in 

Section 3(21) of ERISA) of any of the Plans (each such fiduciary 

being hereinafter referred to as a "Plan Fiduciary"), including 

the Company, has agreed or undertaken to make any amendment to 

the Plans. There are no actions, suits, proceedings, investi­

gations or hearings pending, or any claims threatened, against or 

with respect to any of the Plans, any Plan Fiduciary or the 

assets of any Plan, and there are no facts which could reasonably 

~1ve rise to any such actions, suits, proceedings, investiga­

tions, hearings or claims. 

4.22.3. There are no material liabilities of any 

of the Plans of any nature, whether accrued, absolute, contingent . . 
or· otherwise, existing, or which may hereafter arise out of any 

event occurring on or prior to the Closing Date or out of any act 

or failure to act on the part of the Company, any Plan Fiduciary 

or any employee or other agent·of either of them on or prior to 

the Closing Date, except (a) as and to the extent and in the 

amounts reflected in the Plan Financial Statements and the 

Actuarial Reports and the notes thereto, and (b) current liabil-

ities for benefits and expenses under the Plans incurred in the 

normal course of operation and administration of the Plans. 

There are no developments or circuostances of a special or 

unusual nature, existing or threatened, that may be materially 

adverse to the financial condition, O?eration, adrninistratio~ o~ 

actuarial position of. any of the Plans. The Plans have been 

rnaint~ined and adninistered in substantial coilipliance with all 
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(and neither the Company nor any Plan Fiduciary has ~eceived 

notice of any claimed violation of any) applicable federal, 

state, county and municipal laws, ordinances and regulations. 

4.23. Employee Relations. Except as described in 

Exhibit ____ , no complaint or labor grievance has been filed or 

been threatened to be filed by an employee of the Company or by 

any other person with any federal, state or local labor 

relations, equal employment opportunity, civil rights or other 

authority in regard to employment or hiring· practices of the 

Company or in regard to any other conduct of the Company, and·the~ 

Company does not know (including the knowledge of any of its 

current officers and directors) of any state of facts which could 

lead to ~uch a filing,· nor have there ~een any strikes, p~ckets, 

oi lab~r disputes directed against or in regard to the Company or 

any of its operations. The ·company is not a party to or bound by 

any collective bargaining agreement or other union contracts, and 

it has not been requested to enter into or be bound by any such 

agreement or contract. There are not currently any official or 

unofficial organizing ~rives or campaigns by any union among all 

or any part of the employees of the Company, and no petition to 

organize such a drive or for union election among all or any part 

of those employees is currently pending before any federal or 

state labor relations agency. The Company is in substantial 

corr.pliance with all laws respecting employment and err~ploy~.ent 

practices, terms and conditions of employment and wages a:1C. 

hours 1 and is. not 1 to its knowlecge, engaged in any unfair labor 

practice. 
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4.24. Pavment Programs. Except as set forth in Exhibit 

attached hereto and made a part hereof, Jl1H is certifieQ. for. 

articipation in the Medicare and Medicaid programs, and is party 

.o valid participation agreements for payment by the Medicare, 

Jedicaid and Blue Cross programs (the nProgramsn) and to a valid 
I 

~emorandum of understanding with JMH's peer review organization, 

~ copy of each such agreement and memorandum of understanding 

~aving been previously delive~ed to Buyer. The status of all· 

cost reports for the Programs for the last three fiscal years. ·of.·: 

·. crMH is described in Exhibit J, and there are no pending appeals·,. 
I 

'adjustments, challenges, audits, litigation, notices of intent to 
I 

/

reopen or open cost reports with respect to the Programs except 

-~s set forth ·in Exhibit J. q'MH has not been subject to or 
. . . 
threatened with loss of -waiver of liability for utilization 

review denials with respect to the Programs during the twelve 

/ (12) month period terminating on th~ Closing Date and has not 

received notice of pending or threatened investigations by or 

loss of participation in any of the. Programs except as set forth 

in Exhibit J. Seller has previously delivered to Buyer copies of 

all current participation agreements with health maintenance 

organizations, insurance progr~s and preferred provider 

organizations and the Company is not in material breach of any of 

such agreements. 

4.25. Medical Staff; ·Hill-Burton 1\ct. Seller has 

previously celiverec or made available to Buyer with respect to 

JMH a true and co~plete copy of medical staff privilege anc 

me~ership application forms, ffiedical sta!f bylaws, rules a~d 
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regulations, and credentials and appeals procedures not incor­

porated:; therein, . and l. of·.· all contracts, oral or written, · ':'i th 
.\ . . . ,'• 

. , ,' .. , 

physic~_a._~-~!1 ·or: p;hysi~ian -: cjroups, and there are no pending or 
I ' ~ I : ' o 

. threat~n~·dl.:appeals,. challenges 1 . or disputes in respect thereto or· 
. ·····i 

. . ; . ;I:. . -. . . : : .. - . 

arising·r=th~l;"e.fr:om. 'e;K~ept as set forth in Exhibit K attached 
: o '• o: :· '·,: ,' -: .·~ o I ... o .'•- < : • ' .. : :>:, : ' • ' 

heretOI•.and:! ma~~i.:a~·J?.art·. hereof. There· has been neither the· 
. : .. >.' ........ 1.: ~ ·,-···;.~.··:.>>· ·. :·····:·:, ~-:.:...: ·. :· . 

receipt·.-::of(: ·loa~s··;·;. gr·ant_s \_-:or. loan guarantees pursuant. to the 
• :, ·~ ·. \, . ~I; , ·._ :; t . • ;_; •; \ ,\. • I ,.· ' ' ~·, :. • \ \ ~ .• , ••. • • • , 

Hill~:B~rt:ot~\·.:··.Act>~ .. ~· rior· . .-·:t~e!:performance of .. any experimental· or 
·:; ·-·~· .. 1_;:_,,_:-:.l.:(<·:;.i,·. :::· ·:-,'.:.·:,·. -~. . . . 

research.\\p'roceduresi'i'or-.<st.'udiesi involving· patients. in or. by JMH: 
o : ; f : ' \ ',1 I'~. :· o o • ;' ... I ·' : ', ·. tl ~· j : • • • ' • '• t 

, . except·:a~~:(··~·~~::::::fti~th i·;ih\'Exhibit ·K:.: 

. ·.· ~-··:.·.~~ .. ·~:.2-~:·.~-~~-:·.:,:iT;~d~~a:~~s··. and.t P~tents. All trademarks, trade 
'. '. ·, I:\:·:' • :·.·;'. _'.::·1_/. • ·_, • • _: :':' ' . • • . 

names,· copyrig~ts·.·arid':patents and· applications therefore owned or 

used by: the: c6~p_any in. its business are listed and de~cribed in 
. • ~ '.I •, ·. ! • . . ·. • • • 

Exhibit.L·,att.ached·hereto and made a part hereof. No proceedings 

have ·been·. ,insti'tuted·.· or are pending or 1 to the knowledge of the 

Company:·. or: __ Seller, threatened, which challenge the validity of 

the owrie_r~h_iP. !. by,.- the: Company of such trademarks, trade names, 
. .·. . 

copyrights··, .. .- patents:· and· applications. 
' • I ~ ' ,' ', • ... \ ' ' '·, ·, 

The Company has not 

licensed: anyone·~ ·to, il:se. such trademarks, trade na:mes, copyrights 1 

patents and'. ~pp_ilcations and the Company has no knowledge of the 

use or the· infringement of any of such trademarks, trade names, 

copyrights, patents and applications by any other person. The 

Company owns (or possesses adequate and enforceable licenses or 

other rights to use) all trademarks, trade names, copyrights, 

patents 1 inventions and processes now used in the conduct o: J~!f., 

and neither such use nor any other practice of the Cor.:pany 

conflicts with the rights of others, except that with respect to 
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trade names only, Seller, merely has no knowledge that .such. use 

or other practice conflicts with the rights of others. 

4. 27. Conflicts of Interest. Except as ·set forth in 

Exhibit M attached hereto and made a part hereof, and except for 

transactions involving less than $5,000, to the knowledge of the 

Seller, no director, officer or affiliate of the Company controls 

or is an affiliate, employee, officer or director of any 

corporation, firm, association, partnership or other business 

entity which is a competitor, supplier or customer of the Company 

J.n its business. 

4.28. Certain Payments. The Company has not, directly 

or indirectly, paid or delivered or agreed to pay or.deliver, 

any fee., comrn~ssion, or other sum of money or item of property, 

hqwever .characterized, to any person, gover.ronent official o~ 

other party which is in any manner related to business of JMH or 

the Company and which the Company knows or has reason to believe 

to have been illegal under any federal, state or local law. 

4.29. No Misleading Statements. The warranties, 

representations and Exhibits of Seller and the Company contained 

in or attached to this Agreement do not contain any untrue 

statements of fact and do not omit the disclosure therein of any 

fact to Buyer, with the purpose or effect of making any state~ent 

contained herein or in the Exhibits misleading, or which might be 

reasonably expected to affect adversely the Assets, business, 

financial concition or =uture prospects of the Cowpany. Copies 

of all docu~ents referred to in this Agreenent or or. any exhi~~t 

hereto have been delivered or mace available to Buyer- anc 
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constitute true, correct and complete copies thereof and include 

all amendments, supplements or modifications thereto or waivers 

thereunder. 

5. Representations and Warranties of Buver. Buyer repre­

sents and warrants to Seller ·that the statements contained in 

Sections 5. 1 and 5. 2 are true and correct in all material 

respects on the date hereof and will be true and co~rect on and 

as of the Closing Date. 

5.1. Corporate Authority - Good Standing. Buyer is a 
. 

non-stock corporation duly organized, val1dly"existing, and in 

good standing under the laws of the State of Virginia, and has 

full power and authority to enter into this Agreement and to 

carr~ out the transactions contemplated hereby. All requisite 

.corporate and other action has been taken to ·authorize the 

executi~n, delivery and performance of this Agreement, and the 

comple.tion of the transactions contemplated hereby. This 

Agreement constitutes the valid and legally binding obligation of 

Buyer. 

5.2. Broker and Finder Fees. No broker, finder or 

intermed~ary engaged by Buyer in connection with this transaction 

will assert any claim or make any demand upon Seller based upon 

any dealings of such broker, finder or intermediary in connection 

with this transaction. 

6. Covenants and Acreernents of Seller and the Co~oanv. 

Seller and the Cc~pany, jointly ane· severally, hereby covenant 

and agree as follows: 
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6.1. Corporate Action. Seller and·the Company -each 

shall duly take all action, corporate or otherwise, neces~ary or 

appropriate to authorize the execution and delivery of this 

Agreement and the consummation of the transactions contemplated 

hereby. 

6. 2. Conduct of Business to Closing. The Company 

shall conduct its business w;th diligence and in the normal and 

regular manner as heretofore conducted from the date hereof to 

and including the Closing Date and so that, among other things, 

the representations and warranties contained in Sections 3 and 4 

and in ·the Exhibits hereto will be true and correct at and as of 

the Closing Date, and the conditions· to be satisfied by the 

Company on or prior· to the Closing Date shall have been 

satisfied. Between the date hereof and the Closing Date I th.e 

Company specifically agrees to use its best efforts to act as 

follows: 

(a) Preserve Business. To preserve intact its 

business organization and goodwill and retain the services, 

business and goodwill of its officers, employees, suppliers, 

customers, and representatives and of others with whom it has 

contractual and commercial relationships, and to keep in effect 

and undiminished the insurance coverages now in effect upon its 

bus~ness and Assets; 

(b) Extraordinary Transactions. Not to enc~~e= any 

of the Assets, not to dispose of any of the Assets except in the 

o=cinary course of business, and excep~ in the ordinary co~=se o: 
business for the replacement of inventory, not to (1) e~~e= i~to 
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any transaction or make any commitment relating to its ~ss_et.s or 

business (including, without limitation, any commitment or 

payment resulting from or related to any investigation or audit 

of its books and records which may be conducte~ by any tax or 

othe~ governmental agency), or (2) commit for any single expen­

diture in excess of $10,000, without the prior written consent of 

Buyer, which shall not be unreasonably withheld; . . 

(c) Major Management Decisions. To consult with Buyer. 

·.·with respect to each management decision of the Company involving; 
4 

~ny ~aterial change in its policies regarding services, sales, 

purchasing, or other business, financial, accounting (including 

the amount of reserves) or tax policies and practices, and not to 

make any such material change of policy without the prior written 

approval of Buyer, which shall·not be unreasonably wi~hheld; 

(d) Buver•s Access - Records. To permit employees, 

~ccountants, attorneys and other representatives of Buyer to have 

reasonable access to its facilities, propertie·s, corporate 

records, books of account, contracts, tax returns and other 

documents, data and records, and to furnish to Buyer all 

information with respect to its affairs, and copies of any such 

records and documents as Buyer may reasonably request; 

(e) Imoairment - Reoresentations and Warranties. Not 

to take any action or fail to take any action. without the prior 

written approval of Buyer, whicp would or might cause any rep-

resentation or warranty o£ the Cowpany or Seller made herein not 

' to be true on the Closing Date o= impair the Co~pany•s ability to 

carry out its obligations under this Agreement; 
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(f) Dividends and Redemotions. Not to decla,re, .set 

aside· or· pay any dividend or make any other distribution. in 

respect· .. ·~£ ·its capital stock without Buyer's prior written 

con·sent ·,·,.redeem or other-Wise acquire any shares of its capital 
. ,·' 

stock, .i~sue: ,any. equity. securities or options or warrants to 
( '.• ' . 

acquire· any· equi:tY. · securities . issue any debt securities or make 

any othe~. 'ch_~nge'·in~·~~~; capital· structure; 

.·.·. : .. ·. (g:>. i · · E~plo~ent Contracts. and Comoensation.. Not to. 

enter:. i~~~~: ~·~y,i.·.~P.i~~~-n~ · co~~rabt · with any· present or new ... :, ' . . .... \ 

0 • '. • : ; : • ~ ' • : •• ' I . I ,' • I • . 

.. employee:;· for: ·a:\·terit\·; of;'more than 30 days; not· to hire any new . .. . 

employ~·~:;~ ~xceP,t ·. a~·.·. n~cessary. ~n . connection with its .ordinary 

business·, operations.;; .'n~t· to increase the salary or other compen­

sa ti'on of, or· make · any loans or. extend any credit _to, any 

officer, director, employee_or stockholder; ~otto increa-se the 

salary or other compensation of any other employee except for 

reasonable merit increases in accordance with its customary and 

established . compensation practices; not to enter into any 

consulti:ng:.agreem~n.t; and not to enter into any agreement with 

any labor union, or·any other collective bargaining agreement; 

(h) Indebtedness.. Not to create, incur, assume, 

guarantee or otherwise become liable or obligated with respect to 

any indebtedness for borrowed money, or make any loan or advance 

to, or any investment in, any person or entity which might result 

~n any lien or other encumbrance upon the Assets; 

( i) Comoliance with Laws, Contracts, etc. To duly 

comply in all material respects with all applicable statutes, 

laws, ordinances and regulations; to keep, hold anc maintai~ all 
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certificates, certificates of need, accreditations, partici-

pations, licenses and other permits necessary for the conduc.t of 

its business; to do no act or omit to do an act which would cause 

a material breach of or violation or default under any contract, 

agreement or other commitment; to pay all taxes and other assess­

ments upo~ its Assets and businesses as they may become due 

(other than those taxes which may contested in good faith in 

accordance with all prescribed procedures); to use its best 

efforts to obtain all consents, approvals and authorizations of 

third parties, whether governmental or ·private, to make all 

filings, and give all notices which may be necessary or desirable 

on its part under all applicable laws and under its contracts, 

agreeme~~s and commitments ·in order to consummate the 

transactions contemplated by .this .Agree~ent; and to use its best 

efforts to consummate the transactions provided for herein as · 

soon as is practicable~ 

( j) No Merger or Consolidation. Not to merge or 

consolidate with, or acquire any of the assets of, any other 

corporation, business or person; through September 1, 1985, not 

to solicit from any corporation 1 business or person 1 nor 

entertain any inquiries, proposals or offers relating to the 

disposition of JMH, or the acquisition of shares of its capital 

stock, or the merger or consolidation of it with any corporation 

(and to promptly notify Buyer orally, and confi~ in writing, of 

all relevant details relating to inquiries or proposals wh1ch it 

may receive relating to any o: the matters referred to in this 

Section G.2(j)); and 
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(k) Medical Staff. To maintain its current relation-

ships with and its policies with respect to the members of.its 

medical staft. 

6.3. No Liability. Neither Buyer nor· any represen­

tative ot Buyer shall be liable for any loss or damage arising 

from the approval or withholding of approval of matters specified 

in Section 6.2, except for any loss or damage caused by the gross· 

negligence or willful misconduct of·Buyer in withholding approval· 

of any such matters when requested by the Company. 

6.4. Pre-Closing Audit. Buyer and its employees, 

accountants, attorneys and other representatives shall have the 

right to conduct. financial, accounting, business and legal audits 

of the Company prior to Closing, and Seller and the Company, 

i~cludi~g all of its offic~rs, _directors,.employees and stock­

holders, shall cooperate fully with the representatives of Buyer 

in such audits and furnish promptly all requested documents and 

information, provided that such audit shall not be conducted in a 

manner as to unreasonably interfere with the operation of the 

Company's business. Facilities, information and other material 

of the Company shall be made available at least during normal 

business hours. If requested, Seller and the Company shall 

provide Buyer prior to the Closing with copies of any existing · 

title insurance policies, binders and certificates covering real 

property owned or leased by the Company, and copies of any 

existing surveys covering such real property. 

6.5. No Encumbrances Uoon the Stock. All amounts (if 

any} payable by Seller to the Company on account of subscriptions 
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for capital stock of the Company shall be paid.in full prior to 

the transfer of the Stock to Buyer, so that at the time the Stock 

is transferred to Buyer, it shall be fully paid and 

nonassessable, free of all escrow arrangements, .restrictions, and 

any claims of the Company of any nature whatsoever. Prior to the 

transfer of the Stock to Buyer, Seller shall deliver to Buyer all 

documents and instruments (executed by the Company or otherwise) 

requested by Buyer to confirm the·release of all of the Stock 

from all escrow arrangements, pledges, liens and restrictions, 

and the payment in full of all subscription obligations therefor. 

6.6. Notice of Change. Seller shall promptly give 

notice to Buyer of the occurrence of any event or the failure of 

any event to occur which results in a breach. of any 

. representation or :warr~nty of Selle·r or· the Company, or of a 

failure by it or the Company to comply with any covenant, 

condition or· agreement contained herein. 

6.7 ·Cost Reoorts. The Company shall file in a timely 

manner all Medicare and Medicaid cost reports with respect to JMH 

up to the Closing Date. The Company shall forward to Buyer 

copies of such cost reports promptly after the filing thereof. 

6.8 Management Contracts. Seller covenants and agrees 

with Buyer that Seller shall cause the Company to cancel and 

terminate any management or similar agreements between Seller and 

the Company, which cancellation and termination shall be without 

penalty to the Conpany or premium to Seller. 

6.9 Retirement o~ Debt. Prior to the Clos1ng Date, 

the Company shall have been relieved of liability on all of its 
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long term debt (and current portions thereof) , · if any,· and 

interest accrued and unpaid thereon, including, but not limited' 

to, that which is reflected 9n the 1984 Financial Statements or· 

the-Interim Financials, other than the Capitalized Lease Obliga­

tions,.and shall have terminated (and shall have produced written~ 

evidence of such termination satisfactory to Buyer) any and all 

of its obligations, contingent, fixed or otherwise, under the 

Guaranty Agreement dated July 7, 1982 by and between the company 

and Citibank, N.A., as· amended· August 23~ 1982, the Guaranty 

Agreement dated February 17, 1983 by and between the Company and· 

Citibank, ·N.A., and the Leasehold Deed of Trust dated February 

17, 1983 by and among the Company, Citibank, N.A. and Courtland 

L. ~raver, Trustee. 

·. · 7. ·Conditions of ·Buyer's Obligations to Close. The ol:iliga­

tions ot Buyer to close this transaction and to perform its other 

covenants and agreements pursuant to the terms and conditions of 

this Agreement are subject to the fulfillment as of the Closing 

Date of each of the following conditions precedent, any or all of_ 

wh1ch may be waived in writing by Buyer. 

7.1. No Material Adverse Condition or Change. There 

shall exist no state ot ±acts or condition which materially and 

adversely affects the business, Assets or financial condition of 

the Company 1 which is not disclosed in the 1984 Financial 

Statements, and there shall have .occurred no material adverse 

change in the business 1 Assets or financial condition ot 

Co~pany betwee~ the date hereof and the Closing Date. 
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7.2 •. True Representations and Warranties. Each ot the 

repre~~~~~t~on~ and warranties of Seller and the Company con­

taine<:l.' .. :in\.t;his Agreement or the Exhibits hereto shall have been 
·.:·:-.·~.· 

true ~n \ ~l~1.·material respects on the date hereC?f, and shall be 
. !· . ,. 

true in i: all\.; material· respects as of the Closing Date as though 
• ·.· ...... • ~· ," .,-i ~ I·:·"·.,:.·~:,· ~. . '' 

. made on··:a·~dt·as.·:_of:·:the:Closing Date. 
o ' ... I : of ' o o I • f o I ', o • ' '. \ ; o ~. o. o j o ' I 

> 7,~ 3 ~·~··)No·, Default -·Covenants and Agreements. Neither 
.. · .. : ·\'· ..... ,. .... ,,.:: ..... ' 

Selle~-.:.:~-~t:~.; .. ~h~:!·:·co~pany.'. ·shall: be. in material default with respect. 

to an;j/6Jii~~~\i0~,' u~de~ 'this. Agl:-eeroent, an~ Seller. and the 
. . : .){-;. ?::-;(:','\:.'.·_: ': .. : .; ·.· ... :. ·'.. . ' . 

Company/ shal'l~.i:-hav·e · performedt or complied' with all covenants, 
'• • • ! • f ·, • • : c. • '. ~· : ~ •\ I • • • 

agree~e~:t.~·,_::a::nd\~~-o~di~ioris ·.·to be performed or complied with by 
o ~ \ I o, : o ~ I :• ,' ," ~ ; : ~ : '•: 1 ', • ' • : • ' 

either,.tif:'them.:·p_rior to·, or· at the Closing. 

·7 ~ 4 <···:Opinion of Counsel for Seller and the Companv. 

B1:1yer shall! have ·.received frorn Harwell, Barr, Martin & Stegall, 

p. C. , c~unsel for Seller and the .Company, the favorable opinion 

of that ~oun.s~l·, dated the Closing Date, substantially in the 
o .. ' I' 

form attached:hereto as.Exhibit N . ... . ,·· ., . . ' 

'7!..5 ... 
•• , !·· ••. 

Stock. Seller shall be ready, willing and able 
' ... 

to convey_: the shares . of the Stock to Buyer in accordance with the 
,••' ' ,••,,, I 

terms andl conditions of this Agreement; provided, however, that 

this condition precedent shall not be interpreted to permit 

Seller to refuse to convey the Stock except upon termination of 

this Agreement pursuant to Section 11. 

7.6. Coroorate Proceedings of Seller and the Cornoanv. 

All corporate and other proceedings of Seller and the Co~pany in 

connection with the execution, delivery anc perfornance o: this 

Agreement, the consurrJna tion of the transactions conter:-.pla tee 

J.APP. 5888 

- 42 -

I 
I• 
I I . . . ~ 
' 

. t 



v:rr 

hereby and the transfer of the Stock, and all documents. and 

inst~ents incident thereto, shall be satisfactory in form.and 

substance to Buyer, and Buyer shall have received all such 

documents and instruments, or copies thereof (certified if 

requested), as may be reasonably requested. 

7. 7 Execution of New Lease. The Company or Buyer 

shall have entered into a new lease agreement, satistactory in 

form and·· content to Buyer, with the lessor of the premises at 

which the Jefferson Memorial· Hospital is currently located and in 

op~ration. 

7. 8 Approval of Transaction by Regula tory 

Authorities. The appropriate regulatory agencies and ·authorities 

with ~espect to Buyer, .Seller and the Company shall have been 

notified ·of, and shall have approved or irr·evoc-ably waived their 

right to object to, the transactions contemplated by this 

Agreement; all statutory requirements shall have_been met and no 

legal prohibition or injunction against the transactions 

contemplated hereby shall be in effect. JMH shall be a party to 

a standard Blue Cross agreement with the appropriate Blue Cross 

Plan, and such agreements shall be effective after the Closing 

Date or the Buyer shall have received assurances reasonably 

satisfactory to Buyer that such agreements will be entered into 

with Buyer promptly after the Closing. The Joint Co~~ission on 

Accreditation of Hospitals shall have deter~ined that the change 

in control of the Corr.pany does not require a new survey. 

7.9. Deliverv of Stock. Buyer shall have receivec 

from Seller duly endorsed certificates, with signatures properly 
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guaranteed, of all certificates representing the outstanding 

capital stock of the Company, all in form and substance 

reasonably satisfactory t Buyer, so as to transfer good and 

marketable title to the Stock free and clear of all security 

interests, mortgages, claims, liens, charges or other 

encumbrances of any nature whatsoever. If any lien exists with 

respect to any of the Assets of the Company, Buyer at is option 

and after consultation with Se~ler may discharge such lien by 

paying the obligation secured thereby and deducting the amount 

P.~id from the Purchase Price. 

· · 7 .10. No Long Term Debt. At the Closing Date, the 

Company shall have previously been relieved.of all of its long 

term debt (including the current portion thereof) and all 

·interest accrued thereon, with the exception ·of the debts 

represented by the Capitalized Lease Obligations, and shall not 

be obligated for, or be a guarantor with respec~ to, the payment 

of any long term debt (or current portions thereof) or any 

interest with respect thereto, whether any such amounts are fixed 

or contingent, currently due or to become due in the future, 

other than the Capitalized Lease Obligations.· 

8. Conditions of Seller's Obligation to Close. The obli­

gation of Seller to ·close this transaction and transfer and 

deliver to Buyer the Stock and to perform its obligations pursu­

ant to the terms and conditions of this Agreement are subject to 

the fulfillment as of the Closing Date ·of each of the following 

conditions precedent, any or all of which rnay be waivec in 

writing by the Seller. 
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8.1. True Representations and Warranties. Ea~h. of the 

representations and warranties of Buyer contained in Section 5 

shall have been true in all material respects on the date hereof,. 

and shall be true in all·material respects as of the Closing Date 

as though made on and as of the Closing Date. 

8.2. Pavment of Purchase Price. Buyer shall be ready, 

w1lling and able at Closing to pay the portion of the Purchase 

. PrJ.ce due at Closing; provided, however, that this condition 

.: ·precedent shall not be interpreted to permit·Buyer to refuse.to·: .. 

~erform its obligations in accordance with Section 3 except upon; 

terminat~on of this Agreement pursuant to Section 11. 

8.3. Approval of Transaction by Regulatory 

Authori.ties. The appropriate regulatory agencies and authoritie.s 

with respect to ·Buyer, Seller and the .company shall. have been 

notified of, and shall have approved or irrevocably waive? their 

·right to ob]ect to,· the transactions contemplated by this 

Agreemen~, all. statutory requirements shall have been met and no 

legal prohibition or injunction against the transactions 

contemplated hereby shall be in effect. 

9. Delivery of Documents. At the Closing, and in addit~on 

to all other documents and instruments which Seller or the 

Company is required to deliver pursuant to this Agreement, Seller 

and the Company shall deliver to Buyer the following documents 

duly executed by the Company or, where appropriate, by Seller, 

the directors, officers, or employees of or counsel to Seller o= 
the Company, or appropriate governmental officials, in for~ a~c 

substance satisfactory to Buyer and ~ts counsel. 
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9.1. Good Standing Certificate. Certifica~es Df the 

secretary of State of Tennessee, dated not more than ~0 days 

prior to the Closing Date, as to the good standing of Seller and 

the Company, respectively. 

9.2. Compliance Certificates. Certificates, in form 

and content satisfactory to Buyer, dated the· Closing Date, signed 

by the chief executive officers of Seller and the Company, 

respectively, certifying to full compliance with the. conditions .. 

precedent specified in Sections 7.1, 7. 2, 7. 3 and· .7 •10 ~. · 

9.3. Other Documents. Such other documents.,, · · 

' . ~ ' 

·., · .. 

certificates and instruments relating to the transactions contem­

plated by this Agreement as· Buyer or its counsel may reasonably 

request or deem necessary. 

10. Indemnification. 

10.1. Indemnity. Seller covenants and agrees that it 

shall reimburse and indemnify and hold Buyer harmless from, 

against and in respect of any claim, damage, liability, loss, 

cost, expense or deficiency, including, without limitation, 

interest expenses and attorneys' fees and expenses (to the extent 

not paid tor by insurance and net of any net tax benefit actually 

realized by Buyer on account of such claim, damage, liability, 

loss, cost, expense or deficiency) arising out of: 

(a) any misrepresentation, omission or breach of 

warranty or any nonfulfillment of any covenant or agreement of 

Seller made under or pursuant to this Agreement or the Exhibits 

hereto (inclucing, without linitation, any failure of Selle~ o= 
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the Company to·cause the fulfillment of the conditions ~r~c~dent 

specifie~:in Sections 7.2.~hrough 7.10.): 

· · ·.··_}b)~·: any· provi·sion ·by Seller of actual ·or alleged 

· defective:.or·: .. ilnproper services or products incl~ding any alleged: 
I •• ,• , I :"; 

neglig~n6~·. o~.:.malpractice; 
. ;,": ,·, . . : . :. ;;.I: . ', \ ,:, · .. : i , • . 

·. ; . ·.~.<c);.::, :an_Y.-. cl~im,. liability, penalty, interest charge, 

·. demand~::'·~r-... se~;~~.ff:~:~h~tsoever·. imposed by· a Program, as defined in·· 
. · .. '. i ,·. -~>..-:.:· :.·. i':\.' :. . '.' ·• . . 

1 section\ ··1~ 2.4.1 :~~.r~~f ~:~net·; ~f: ~~Y ·upward a~justments by a Program. 

J not ... prev~·ou~i~t.::~~~-~t ~~~-', ~6·, th~ ~ ·s~ller in ·the determination· or Net· 
; 

1 
r • • • • • , • • o : : ! : • I j · .. :• •. ' • I ' ; ~ ~ : '1 • • . ; ~ 

1 
• 

0 

·.' ' • • 

i working>, ··c~~-~~~~~;> .~i th .. : ,respect.· to any. 'cost repo~ting period or 
·. . , :. , .I: .. :'::'/ .. : . • ·. ·.: ', ·.;, .·, , : 

; partia~' .~~·rif?.~\·r~.rm~~a.t·~ng· .. on or before the Closing Date, or with 
~ • • '. • • '. \ '. ':. •· .' ' • -.· l. : fl ~. . . . • • • • 

respect to· an~i. -7e._rvices rendered on or prior to the Closing Date,. 

including; but·· .. :not limited to, retroactive settlement of or 

adjustments to,; the co~t reports filed in connection with such 

periods or se~~ices; 

(d)·.· .. any. expense incurred· by Buyer with respect to JZ.tH 

for the purpose:of·correcting any deficiency which deficiency is 
.... ' 

(i) in·e~istence at·the Closing, and (ii) prior thereto cited in 
.. ':':···,···. : 

any accreditat~~n rep9rt issued by JCAH, or cited in any state 
'. 

licensing' survey with respect to JHH which deficiency I if not 

corrected, would result in a loss of accreditation or licensure, 

or which under Sel1er's operation of JHH was not waived, provided 

that any claim by Buyer under this Section lO.l(d) shall be made 

by the earlier of the expiratiop of the Claims Period (as herein-

after defined) or 30 days after the receipt by Buyer of the first 

JCAH =epo~t or fi=st state licensing survey report nade.after the 

Closing Date with respect to Jl·1H for which inder.u~ifica tior:. is 
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claimed; and provided further that no claims by Buyer shall be 

made.under this Section lO.l(d) if the facts providing the basis 

for such claim were disclosed to Buyer in Exhibit A hereto. 

(e) any other commitments, agreements,. liabilities or 

obligations of the Company· or Seller (including, without 

limitation, any federal and state income or other tax 

liabilities), whether accrued, absolute, contingent or otherwise 

or whether arising out of the conduct of the business of the 

Company either before or after the Closing, not expressly assumed 

by. Buyer hereunder; and 

·(f) any and all actions, suits, claims, proceedings, 

investigations, audits, demands, assessments, fines, judgments, 

awards, costs and other expenses (includin9, without limitation, 

reasonable ac~ountants' and attorneys' fees-. ·and expenses} 

incident to any of the foregoing. 

10.1.1. Seller • s indemnification obligations under 

Section 10.1 shall not apply until any claims, damages, 

liabilities or losses thereunder aggregate $2~,000, but 

thereafter shall apply to all claims, damages, liabilities or 

losses in excess thereof. No claims for indemnification may be 

made by Buyer hereunder after the day which is 180 days following 

the Closing (such date being referred to herein as the "Claims 

Expiration Date 11
). The indemnification under Section 10.1 shall 

be the exclusive reoedy for Buyer with respect to any matters 

related to this Agreewent and the transactions hereunder and the 

exclusive method of asserting indemnification. clair.-:s against 

Seller is SP.t torth in Section 10.4 hereof. This ince~~ificat~o~ 
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shall not relate to or cover any consequential damages of Buyer. 

Buyer shall have a duty to mitigate damages. Seller shall have 

no liability tor breach of any representation or warranty 

hereunder which does not result in damage to Buyer. 

10.2 Cooperation With Respect to Indemnification. 

Buyer will give prompt written notice to Seller pursuant to the 

ter.ms of the Escrow Agreement (as such term is defined below) of 

any claims which it discovers· or of which it receives notice 

after the Closing and which might give rise to a claim by Buyer 

~gainst Seller under Section 10.1 hereof, stating the nature, 

basis arid amount hereof. In case of any claim or suit by a third 

party or by any governmental body, or any legal, administrative 

or arbitration proceeding with re~pect to which Seller may have. 

liability· under its indemnity ~greernents contained.in Section 

10.1 hereof, Seller shall be entitled to participate therein, 

and, to the extent d~sired by Seller, to as~ume the defense 

thereof, and after notice from Seller, of the election so to 

assume the defense thereof, the Seller will not be liable for any 

legal or other expenses subsequently incurred by Buyer in con-

nection with the defense thereof, other than reasonable costs of 

investigation, unless Seller does not actually assume the defense 

thereof following notice of such election. Each party hereto 

shall make available to the others and their attorneys and 

accountants, at all reasonable times, all books and records 

relating to such suit, clai~ or proceeding, anc each party will 

render to the others such assistance. as may reasonably be 

required in order to insure p~oper and adequate defense of any 
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such suit, claim or proceeding. Buyer will not make any 

settlement of any claim which might give rise to liability of 

Seller under the indemnity agreements contained in Section 10.1 

hereof.without the written consent of Seller, ·which consent shall 

not be unreasonably withheld. If Seller shall desire to effect a 

bona fide compromise or settlement of any such suit, claim, or 

proceedings and Buyer shall unreasonably refuse to consent to 

such compromise or settlement, then Seller's liability under. 

Section 10 .1 hereof with respect to such suit, claJ.m or 

proceeding shall be limited to the amounts so offered in 

compromise or settlement together with all legal and other 

expenses which may have been accrued prior to the date on which 

the other has refused to consent to· such cqmpromi.se or 

settlement. 

10.4 Satisfaction of Indemnification Claims ... Any 

amounts which are claimed by Buyer under Section 10.1 hereof 

("Claim") may be satisfied against the escrow amount described in 

Section 10.5 hereof pursuant to the procedures set forth in the 

Escrow Agreement (as such term is defined below) • 

10.5. Escrow Account. In order to provide ~n part for 

the prompt payment of any sums due Buyer pursuant to this Section 

10, Seller agrees that Buyer shall be permitted at the Closing to 

deliver to Co~~erce Union Bank, Nashville, Tennessee, a portion 

of the Purchase Pri<e equal to $250,000, such funds to be held in 

escrow for one ~uncrec and eighty-five (185) days followi~g the 

Closing Date (the "Clc?.i..r:1s P~riod") pursuant to the terr..s o: an 

escrow agreement by and among Buyer, Seller and such esc~ow agent 
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I (the "Escrow Agreement"). The Escrow Agreement shall be substari-· 

·, 

i 

tially in the for.m of Exhibit 0 attached hereto and made a part· 

hereof. Buyer and Seller shall execute and deliver the Escrow 

Agreement at the Closing. 

11. Further Assurances, Assistance & Cooperation: Access. 

At or following the Closing, each of the parties hereto will take·.: 

such further actions and execute and deliver such additional 

documents and instruments as may ~e reasonably requested by any. 

other party in order to perfect and complete the transaction·. as· · · ' · 

set .. forth herein. After the Closing, Buyer shall cause the 

company to keep and preserve all medical records and other 

records of JMH existing as of the Closing and which are required 
~ 

t6 be kept and preserved (i).by any applicable ·Federal or state 
. . 

law or regulation. or (ii) in cqnnection with any claim or 

controversy still pending involving Seller. After the Closing, 

upon .reasonable written notice by Seller to the Co~pany, Seller 

or its agents shall be entitled, during regular business hours, 

to have access to and make copies of all records ·pertaining to· 

the operation of JMH (other than medical records which shall be 

governed by th~ provisions of the following paragraph) or any of 

the Real Property prior to the Closing as may be necessary for 

the Seller's use in any such claim or controversy. 

12. Teroination of Agreement. This Agreement and the 

transactions contemplated hereby may be terminated by Buyer 

without liability of any kind of Buyer to Seller or the Company 

(subject to the obl~gations of the parties under Section 12.2) by 

w~itten inst=ume~t, sigr.ed by Buyer and delivered to Seller at 
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. ~ : .... ·. : .. 
. . 'l . 

I ... · .... '• 

any time: on or prior·, to\·the Closing Date, giving notice of· 

terminat.ion, if:· 
. ,· 

. ·.: · ··Ja): · There· has been a material: misrepresentation or 

material: b~.ea~h \ o,f.' warr~nty on' the part of Seller· or the Company 

in the rep.rese~:~a.~io~s; and warranties set ·.forth herein or in any, 
• •• • • • • • :1 .•• I : ... • .' .' ~ l '.i ~ : : 1.. ... • • . • 

Exhibit· he~eto \_.or: .in\ any · certificate delivered pursuant hereto, 

or Seller o~: 1:~~~~6~~~~n_i:.isha~l'. have failed. to perform or comply· 
o o o ' : • ~ f l ' • ' ' I • o \ \ ', o • o •' ' ~ ' ," I • o, o • I I ' ' • • 

.. with·. i·n, ~~y::,#.~te:~i~.i'~~:.·~~·?P.~C·t:: .. ~ny/ covenant~ .. agreement or· condition;,· 

.· 

:;·,~ ~~· ,! '.· .. : ... ~i:l·;','. ',·,·:·:/•)':,·;'.:·:,·>!~'.:', ,'·. ,,.,, o'' .. · · ,-,•,' I • ' . ' 

to be: p,erfornied.l ox:y··.comp,l.'ied: with by.· either. of them prior· to or at · .. · · 
I ' '; • ,' ' ' ' : I' / .. , ... '.· ·, ·,:j >',;I': ·. ;: :• f : ~~. ; • '~. • • • ~~ • • ' ' • ' 

Clpsing;. ·or ·;clos_iAg·r sha.ll' have. failed. to occur on or before 
• ' • • . • ( • • ' : I ' : .' ~:: ,· :. ' t ' 

August· 31 !, /,19 8 5 ;·,.':,.·:: :.i > ·-'· . 
• • • ; ~- I_ .... • •• : /,: .:.: •• : • •• • • •• 

(b)': In,.,the-·reasonable judgment of Buyer the trans-

actions contemP.la~ed-~ by: this Agreemex:t have become inadvisable or 

·impracticable~ by· rea~on .of (i). the enactment of new federal, 

state or loc~l: ·legislation since the date of this Agreement, or 

(ii) the:· announcement, written advice or threat of intended 

institution·or:.the! institution.by federal,. state or local author-
~ . . . . 

ities of.an.invest-igation.of or litigation or proceedings against 
' . I • ,. '• '. 

the Company . or._ Seller which may have a material and adverse 

effect on the-Company or the transactions contemplated hereby, or 

{iii) the institution since the date of this Agreement by any 

other person, corporation or entity of litigation or proceedings 

against or in regard to the Company or Seller which may have a 

mate::-ial and adverse effect on the Company, or which may 

materially and adversely affect the authority or ability of 

Seller or the Company to consu~~ate the transactions conte~plated 

hereby; or 
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(c) The business, Assets, results of operations, 

financial condition or future prospects of the Company have been 

significantly and adversely affected by .reason of changes ·or 

developments in operations, otherwise than in the ordinary course 

. of business, since December 31, 1984; or 

(d) The Buyer and Seller cannot agree upon the amounts 

of the Company's.current Assets or Current Liabilities or Capi­

talized Lease Obligations as contemplated in Section 3. 4. 2. 

hereof. 

13. Effect of Termination; Confidentiality. 

13.1. Scope of Liability. In the event that this 

Agreement shall be terminated for any reason other than breach or 

default by any party in accqrdance with the provisions of this 
. 

Agreement, then all fu~ther obligations of Buyer, Seller and the 

Company under this Agreement shall terminate without further 

liability of any one party to the others, except for the obliga~ 

tions of the parties under Section 13.2. 

13.2. Confidentiality. In the event of termination of 

this Agreement, all information received by any party from any 

other party pursuant to this Agreement shall not thereafter be 

used by such party for any purpose or disclosed by such party to 

third persons, and all documents, schedules, wr~tings, work 

papers or other materials submitted by any party to any other 

party pursuant to this Agreement and all copies thereof shall be 

returnee to the submitting party \t:ithin 10 days of suc!1 

ter~ination; provided, however, the foregoing restrictions on use 

or disclosure shall not apply to any information which was in any 
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party's possession prior to the receipt thereof fro~!' another 

party. 

14. Expenses. All legal, accounting and other costs and 

· fees incurred by Seller in connection with . the transactions 

contemplated by this Agreement shall be borne and paid for by 

Seller. All legal, accounting and other costs and fees incurred 

by Buyer in connection with the transactions contemp~ated by this. 

Agreement shall be borne and paid for by Buyer. 

15. Investment Representation. Buyer is acquiring the Stock · 
.. 

for investment, solely for its own account, and not for the 

account of any other person, and not for distribution, assignment 

or resale to others. Buyer acknowledges that the securities have 

not. been regi~tered under applicable federal or state securities 

laws. ~uyers agrees that the Stock purchased by it shall not·be 

sold, offered for sale, pledged, assigned, hypothecated· or 

otherwise transferred (with or without consideration), unless 

pursuant to an effective registration statement, or unless in the 

opinion of counsel to the Company, the proposed transfer may be 

made pursuant to a valid exemption from the registration 

provisions of applicable federal and state securities laws. 

16. Miscellaneous Provisions. 

16 .. 1. Survival of Reoresentations, Warranties and 

Covenants. The representations, warranties, covenants and 

agreements made in this Agreement by Seller, the Company and 

Buyer, respectively, shall survive. for a perioC. of one hur:d=-ed 

eighty (180) days from the Closing Date. The respective repre-

sentations anc warranties of each party hereto contained herein 
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or in any Exhibits hereto or certificates de-livered p~r.suant 

hereto shall not be deemed to be wa1ved or otherwise affected by. 

any investigation or audit made by any other party· hereto or by 

anY action taken by any party at the request ot any other party . 

hereto. All statements made by Seller, the Company or Buyer 

herein, in any of the Exhibits hereto, or in any other document 

delivered pursuant hereto, shall be deemed .representations and 

warranties. 

16. 2. Assignment. Neither Buyer, nor Seller, nor the:.·. 
-'• . 

. . .. Company may· assign this Agreement or any rights or obligations:'·· 

hereunder,. in whole or in part, without the prior written consent 

of the other parties hereto. 

16.3. Notices. Any notice, request, instruction or 

.other document or communication required or permitted ·to be given 

under this Agreement shall ·be in writing and shall be _deemed 

given upon delivery in person or upon being deposited in the 

mail, postage prepaid, for mailing by certified or registered 

mail, as follows~ 

If to Buyer, delivered or mailed to: 

Fairfax Hospital Association 
8001 Braddock Road 
Springfield, Virginia 22151 
Attention: J. Knox Singleton, 

President 

with a copy delivered or mailed to: 

W~lliarn C. Bauknight, Esquire 
M~les & Stockbridge 
114 North West Street 
Easton, Maryland 21601 
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If to the Company or Sellers, delivered or mailed to: 

Health Group, Inc. 
Ninth Floor 
One Commerce Place 
Nashville, Tennessee 37239 
Attention: J. George Harris, 

President 

with a copy delivered or mailed to: 

[To Be Supplied] 

or to such other address or addres~es as ~ay be specified' ih· 

writing.from time to time by any party to the other. parties. 

16.4. Section Headings. Section . headings are · for 

convenience only and shall not limit or otherwise affect any.·of 

the provisions of this Agreement. 

16.5. Entire Agreement. This Agreement and the 

··Exhibits hereto constitute the entire agreeme~t and understanding 

of the parties hereto with respect to the matters· herein set 

forth, and all prior negotiations, writings and understandings 

relating to the subject matter of this Agreement are merged 

herein and are superseded and cancelled by this Agreement. 

16.6. Waivers - Amendments. Any of the terms or 

conditiqns of· this Agreement may be waived but only in writing by 

the party which is entitled to the benefit thereof, and this 

Agreement may be amended or modified in whole or in part only by 

an agreement in writing, executed by all the parties to this 

Agreement. 

16.7. Bindina Nature of Aareement. This Agreement 

shall be binding upon and inure to the benefit of the parties 

hereto and their successors and perr.1i tted assigns. As used 

herein, any reference to the masculine, feminine or neuter gender 
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