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CERTIFIED P! BLIC \c¢ s NTANTS
3.1ee s
":-:..:.a.:. M&V 3, 197]_ 293 4 I2IV3 N aLne g

NAB- w372 2 D 21t 8
s

The Board of Directors,
Jefferson Memorial Hospital,
Alexandria, Virginia.

We have examined the Balance Sheet of Jefferson Memorial Hospital as of
October 31, 1970 and the related Statements of Income and Source and Application
of Funds for the year then ended. Our examination was made in accordan;:e with
generally accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary
in the circumstances.

In our opinion, subject to Notes 8 and 9 included in this report,
the accompeanying Balance Sheet, Statements of Income end Sovrce and Application
of Funds present fairly the financial position of Jefferson Memorial Hospital
at October 31, 1970 and the results of its cperations for the year then ended,
in conformity with generally accepted accounting principles applied on a basis
consistent with that of the preceding year.

Certified Public Accountants
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JEFFERSOI VEMORTAL EOSPITAL
STATEMEYNT CF INcCME

REVENUE FaOM SERVICES TO PATIENTS
(Schedule B-1):
Routine Services
Special Services

DEDUCTIONS FROM REVENUE:
Adjustments and Allowances:

Contracting Agencies

Non-Contractual Patients

Employees and Professional Courtesy
Provisicn for Uncollectible Accounts

Ret Revenue from Services té Patients

OTHER OPERATING INCOME:
Sale of Meals

Cozmissions
Transcripts

Sale of Supplies
Miscellaneous

Total Operating Revenue

OPERATING EXPENSE (Schedule B-2):
Salaries and Wages

Supplies and Expense

Depreciaticn

Rent of Land, Building and Equipaent
Taxes on Land and Building

Net Operating Incoxe

OTHER IMCOME AND EXPENSE (Schedule B-3)
NET INCOME

The accoxpanying Notes to Financial Statements

are an integral part of these statements.

IHE YZAR TOED OCTORER

‘:()ﬁvrvl)iﬁafiﬁéflf

$1,866,098
1,820,8k9  $3,706,9u7
$ 309,377
7,170
10,742
116,573 LL3.862
$3,263,085
$ 31,249
616
91k
Lay
576 33,779
$3,296,864
$1,328,929
1,617,454
28,626
112,670
33,388 3,121,067
$ 175,797
(—_3.605)
$ 172,102

TAUBER 43919
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JEFFERSOIN o0'ORTAT, _HOSPITAL

, STATE/ENT OF SOUTCE AND APPLICATION OF FUMDS

S _PROVIDED:
Net Income (Exhibit B)
Add Expenses Not Requiring Funds:
Depreciation
Disposal of Major Movable Equipment
Collections on Notes Receivable
Sale of Bonds
Advance Deposit from Medicare
Proceeds from Note Payable

TOTAL FUNDS PROVIDED
FUNDS APPLIED:

Curteilments of Notes Payable
Retirement of Bonds Payable
Atquisition of Major Moveble Equipment
Acquisition of Fixed Egquipment
Additional Land Cost

Total Funds Applied
Increase in Working Capital

TOTAL

The accozpanying Notes to Financial Statements
are an integral part of these statements.

FOR THE YZAR ZMED OCTCRER 31, 1970

$172,192
- 28,626

Exhibi

$111,402
90,500
k1,343
oko

$2L6,174

114,907
61,031

TAUBER 43920
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NFIDENTIA]

JETFERSOIT M 'ORTAL HOSPITAL
OFZRATTNG DEFICIT
oCTCRER 31, 1970

Balance, November 1, 1969 $579,325
Deduct:
Correction for Over-gstatement of .
Bond Payable $ 500
Net Incaome for the Year Ended
October 31, 1970 (Exhibit B) 172,192 172,692
BALANCE, OCTORER 31, 1970 §h&3 23_

TAUBER 43921
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C%hedule B-1l
MFIDENT 4
JEFFERSON {ECRTAL HOSPITAL :
REVE:UE F303 SERVICES TO PATIETS 5.
FOR T:E YFAR EYDED CCTOBER 31, 1970 .
Total Inpatient Qutoatient
ROUTINE_SERVICES: C
Room and Board $1,886,008  $1,886,008 $_ -
Total Routine Services $1,886,008  _ $1.886,008 & -
SEECIAL SERVICES:
Operating Room $ 275,296 $ 257,630 $ 17,666
Recovery Roem 57,851 56,177 1,674
Central Supply 90,484 72,543 17,541
Intravenous 17,T71 17,664 13
Exergency Service 134,978 6,682 128,296
Laboratory 179,511 170,149 9,762
Blood 14,113 13,968 s
Transfusion Trays 4,460 b,b11 . 49
Electrocardiology 83,168 81,2u3 1,925
Radio Isotopes 47,927 25,170 22,757
Radiology 293,088 212,418 80,670
Fharmacy 212,152 267,611 b,541
Anesthesia Administration 133,069 129,716 3,253
Anesthesia Material 81,565 76,315. 5,250
Inhalation Therapy 97,521 97,168 355
Physical Therapy 37,189 33,761, 3,722
Total Special Services $1.820.849  $1.523,030 $297.819
TOTAL REVENUE FROM SERVICES
TO PATIENTS 06 409,128 819

TAUBER 43922
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Administration and General
Employees' Health and Welfare
Dietary

Housekeeping

Laundry and Linen

Operation of Plent

Repairs and Maintenance
Nursing Service

Pharmacy

Medical Records and Library

Operating Rocm
Recovery Roca
Intensive Care
Laboratory
Radiolozy

Physical Therapy
Inhalation Therapy
Anesthesiology
Electrocardiology
Central Supply

Medical and Surgical Service

Blood Bank

Emergency

Depreciation ca Land Improvements
and Fixed Equipment

Total

Rent of Land, Building and
Equipment -
Taxes on Land and Building

TOTAL OPERATING EXPENSE

hedule B.2
coNEiD IDENT;
JEFFERSOYN MEORTAL HOSPITAL
OPERATI'G EXPTUSE
FOR THE YFAR ENDED CCTOBER 31, 1970
Salaries Supplies
and and
Total Wages Expense Depreciation
$ 310,53+ $ 180,208 $ 126,9!& $ 3,385
106,132 13,621 - 92,Lkuk 67
342,093 142,949 195,237 3,907
155,091 - 154,885 206
71,726 1,522 6o 204 -
46,156 7,325 38,772 59
SR o B
3,331
187,085 : 186,959 "%
32,283 29,403 2,328 552
178,181 115,743 58,477 3,961
35,240 33,698 1,34 "198
95,8'*9 88,720 5,548 1,581
121,803 36,438 s 2,459
287,598 50,902 236,621 15
33,253 9,662 23,543 48
56,157 15 8'57 39,240 60
126,422 126,002 k20
35,418 21,702 13,642 T
60,120 18,691 40,675 754
3,375 - 31,375
10,812 - 10,812 -
88,330 31,70 56,182 kL6
6.';1 hd - 6;715.
$2,975,009 $1,328 1,617,454 28,626
112,670
$3,121,067

TAUBER 43923
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Schedule B-3
CoxN .
JEFFERSON M=IORTAT, HOSPITAL
OTHER I'TOLE AND EXPEMNSE
. FOR THE YEAR ENDED OCTOBER 31, 1970
INCOME:
Rents $31,813
Interest .10,k20
Miscellaneous 6,331 $L8,564
- EXPENSE:
Interest $42,826
Miscellanecus ' 9,343 52,169
NET OTHER INCOME AND EXPENSE (§ §1605)

TAUBER 43924
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NOTES TO FINA'CIAL STATRENTS

HOTE 1 - TAX STATUS

The Hospital bas been granted an exemption rron‘Federa.l taxes as a
non-profit institution. However, a subsequent examination by the Internal Revenue
Service revealed deficiencies in thelr tax-exempt status and a:'notice challenging
this status has been issued by the Service. Since no final determination has
been made at this time no Federal income tex hﬁs been accrued on the books of the
Hospital.

The City of Alexandria has given the Hospital a tax-exempt status and
it is expected that the State of Virginia will follow the City's ruling and declare
the Hospital exempt from State income taxes., Therefore, although a Virginia
incone tax return has been filed, no tax was paid or accrued on the Hospitalts
books.

NOTE 2 - PLANT AND FPQUIPMENT DEPRECTATION

An appraisal of plq.nt and equipzent has been made by Marshall and
Stevens, Incorporated as of October 31, 1967 and the valuation as determined
by them on the property owned or under lease, as explained in Note 6, is included
in the accampanying Balance Sheet. Depreciation on this equipment is taken on
the straight-line basis and the life years assigned is in accordance with the
American Hospital Association guidelines of depreciable property.

Property below a cost of $100 is expensed in the year acquired.

NOTE 3 - 2 ; -
Tvo lease agreensnts have been made on the greater portion of land
acquired by the Hospital. The term of one lease is for 99 years beginning

TAUBER 43925
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NOTE 3 - ITASE AGREEMENT - LAND (Continued)

January 1, 1966. Under the lease agreement the basic a.miue.l rental is $15,600
with a provision that on each tenth anniversary of the lease comzmencement date
the annual rental can be edjusted by e formula based on the wl;olesale price index.
The term of the other lease commenced on January 1, 1966 and is also for a period
of 99 years with a rental of $2,406.80 per annum.

NOTE 4 - IFASE AGREEMENT - BUTLDLNG - ORTGIMAL

The Hospital is leasing the building it occupies. The lease cammenced
on January 1, 1966 and is in effect for a period of 4O years with an optica to
renew for an additional 19 years. The basic annual rental is $80,940 per annum
with a provision that on each tenth anniversary of the cammencement date of the
lease the annual rental can be adjusted by a formula based cn the wholesale
price index, In addition, under the terms of the lease the Hospital will pay
all maintenance, insurance and taxes on the property.

= LFAS = BUTIDING - X ADD N
The Hospital leases the 2li-bed addition completed in 1968. No finsl
leasing agreement has been entered into at this time. However, the Hospital,
based on the best information available, is acecruing $11,232 per anaun to cover
the amount when finally determined.

NOTE 6 - = FOQUIREL:
Under a refinancing arrangement using a sale and leaseback the Hospital

has entered into a leasing of equipment in the amount of $340,000. The lease
commenced on January 2, 1966 and extends for a period of ten years, at which tize

TAUBER 43926
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CONFIDENT),,

NOTES TO FINAITIAL STATEENTS !

NOTE 6 - IFASE AGREEMENT - FQUIRMENT (Continued)
the equipment will be contributed to the Hospital at no edditional cost. Under

the terms of the lease agreement the basic annual rental is $17,500 for the first
two years; $25,000 for the second two years; and $42,500 for.u the subsequent six
years. No curtailment of this liability has been made by the Hospital since 1968,
In addition to the basic annual rental, the Hospital shall provide and pay all
meintenance, repairs, taxes and insurance on the equipment.

The leased equipment has been entered on the books of the Hospital at
the value determined by Marshall and Stevens, Incorporated and is being depreciated
in accordance with their report.

The corresponding liability for the leased equipment has similarly been
entered on the books and appears on the accompanying Balance Sheet as "Lease
Agreenent”.

NOTE 7 - SETTLEMENT OF AMOUNT DUE UNDER COWTRACT
WITH PATHOLOGIST
Included in the amount of the Contrect Agencies payable on the Bslance

Sheet is $221,756 due the pathologist, whose contract expired in March, 1970 and
was not renewved. However, a disagreement has resulted as to the actusl asount due
the pathalogist and counsel for both parties are currently working on an egreed
sum for settlement. Until an actual amount is agreed upen, the Hospital will

retain- the above amount on its records as a liability.

NOTE 8 - PROVISION FOR GROUP HOSPITALIZATION, INC,
ADJUSTHENT _

The provision in the amount of $74,000 {8 for an estimated liabdility

for the years ended October 31, 1969 and 1970 to Group Hospitalization, Inmc.
under contract with the Hospital. An amount for reimbursement for services
TAUBER 43927 11
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NOTES TO FISANCTIAL STATEMENTS

NOTE 8 - PROVISION FOR GROUP HOSPITALIZATION, INC.
ADJUSTMENT (Continued)

rendered to subscribers of GHI is determined for each fiscal year by that

organization in accordance with a specified cost formula. During the year
payments are received from GHI as services are rendered to its subscribers but
these payments exceed the actual allowable charges to GHI for services under its
contract. Although this provision is based on the best information available
from GHI and the Hospital's books and records it is not possible to determine the
exact amcunt of this liability.

ROTE 9 - ] FOR FEDERAL MEDICARE PROGRAM

Reimbursement for services rendered to patients under the Federsal
Medicare Program is determined for each fiscal year ended October 31 in accordance
with a specified cost analysis. During the year payments are received from Group
Hospitalization, Inc., theintemediu.ry for Medicare, as hospital services are
rendered to the patients. The cost analysis for the year ended October 31, 1969
shows a receivable due from the Medicare program in the amount of $41,326 which
appears on the Balance Sheet in that amcunt. However, for the year ended
October 31, 1970 the Hospital bas estimated that the amount of reizmbursexment has
exceeded the amount due under the Medicare program apd therefore & liability in
the amount of $78,000 appears on the Balance Sheet as a Provision for Contract
Adjustment.

TAUBER 43928
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- MAY BE REPROCUCED ONLY IN THEIR ENTIRETY.
SHMOULD IT BE DESIRED TO ISSUR OR PUSBLISH
A CONDENSATION OR A PORTION OF THIS REPORT
AND OUR NAME IS TO BT USED IN CONNECTION
THEREWITH. CUR APPROVAL MUST FIRST BE
SECURKD.
o~ COUNCILOR. BUCHANAN & MITCHELL
=
~
-
TAUBER 43964
-

THI® REPORT CONSISTS OF 12 PAGES
J.APP. 3162
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CERTIPIED PUBLIC ACCOUNTANTS o
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The Board of Direstors,
Jefferson Mazorial Hospital,
Alexandria, virgizia.

We have examiased the balance sheet of Jeffersoa Memorial Rospital
es Juze 20, 1971 ead tha related statezents of income and changes in financial
position for the pericd iicvezber 1, 1970 %o Juze 30, 1971. OCur exazipation vas
zade 1n accordance with geanerally accepted auditing standards =nd accordiagly
included such tests of the accourting rescrds snd such other auditing procedures
as ve cotsidered necessary ia the circuustances.

In our cpinion, subject to Notes 9 and 10 included in this report,
the aforementioned financial staterments present fairly the financial positien
of Jefferson l2morial Hospital at Jume 39, 1971 and the results of its operations
and the changes in its financial position for the period November 1, 1670 to
Juae 39, 1371, ia conforaity vith genarally accepted ascounting prizsiples cpilled

on & basis coansistent with that of the preceding period.
M /%w ‘”W
/

Certified Public Accountants
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FOR TEZ PTRIOD MOVEIRTR 1, 1975 90 JuiT 35, 1971

REVENUE FROM SERVICES TO PATIZNTS
_(Schedyle 3.1):

Routine Sarvices $1,441,616
Special Sorvices T4, 5L 22,816,i5L
o X o H
Adjustments and Allovaaces:
Contracting Agencies $ 353,145
Ron-Contractual Patieats 3,302
Employess aad Prcfessional Courtecy 6,69
Provision for Uncollactible Accounts =
Xet of Recoveries 105,342 148 L29
Net Revenue from Services to Patients 2,367,631
PER S COMe
Sale of lMaals 3 24,822
Comiiasions 506
Trasscripts 637
Sale of Supvplies L2k
Miscellaneous 69 25,538
Total Operating Revenue 2,305,133
OPERATINN SEESE (Sch :
Salaries and Wages $1,000,653
Supplies and Expanse 1,178,015
Depreciation 21,747
Rent of land, Building and Equipment 12,625
Taxes 23 Land and Buildiag 3,545 2,773,283
Net Operating Iaco=e $ &a7,i8
SR _TICONE AND EXPENSE (Schedyle 2-3) . 3s.7=2
NET INCOXE 3..50:253
The accompanying Notes <o Fin2nclal Starerents
are an integral part of these staterants.
TAUBER 43966
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JETFERSCN YTIORIAL HoSTIAL

U eee = i -
STATZIZIT OF C¥2'i =3 TY T7 i1CTil SaQTTICT

JFOR THZ PERIND KOVENITR 1, 1678 Ty 1T 30 )GT)

QVILED:
Net Incere (Exhitit B) .- $51,565
Add Expenses Mot Requiripg Funds: .
Depreciation 21,787
Disposal of ¥ajor VMovable Equipzent L.433

Collections on liotes Receivable
Procceds froz Sale of Equipirent

TOTAL

A T2D:
Curtailrents of Notes Payable
Retirerent of 222ds5 Payable
Acquisition of Major Movable Equipzent
Acgnisition of Fixed Equipzant
Refurd of Madicars Advence Denosit

Total Funds Applied
Incresse in Working Capital

TOTAL

The accomnazyinz llotes to Financial Statezznis
ere an integral part of these strtezantgs.

Xhibis ¢

CONFIDENTIAL

$ 77,755
90,453

$168,393

TAUBER 43967
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I_ZOSPITAL

- -

Balance, Ncvember 1, 2370
Add:
Prior Year's Adjustcert for the Liability
to the Social Security Adninistration
for the ledicare Progranm (Ncte 10)
Prior Year's Adjustmeat for the Liability
to Group Hospitalizatioa, Iac. (Hote 9)

Deduct:
Ret Income for the Period Novermber 1, 1970
to June 30, 1971 (Zxhitit B)
Reductioz of Amcunt Due Patkologiss (Note T)

BALANCE, JUIZ 30, 1971

$4C5,633
' $7,111
-29,6%0 96,111
' $502, Tl
$51,565
33,550 $0,125
12,8]

TAUBER 43968
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- CONFIDENTIAL

FTERSGi MToRTAL ENSPITAL

RIVENUT FRCI STIVICTI 70 P2TTINIS

JCI TEZ FPERTOD NOVEISER 2, 1970 73 T 30, 197
Total Inpatie=t Cutnatient
ROUTTHS SERVICES: '
Roca and Board $1.5k1 .618 $1,451,635 $ -
Total Routine Services $1,4861.5 Lb1.6 -

= J =G
Cperaticg Pcom
Recovery Rooxn
Central Sucply
Intravenous )
Emergeacy Service
laboratory
Blood
Traasiusioa Trays
Electrocardiology
Radio Isotores
Radiolozy
Pharcacy
Anesthosia Adaipistration
Anesthesia Material
Inhaletioa Taerepy
Physical Therapy

Total Special Services

TOTAL REVEIUZ FROM SERVICZS
TO PATIZUTS

$ 193,174 $ 180,209 $ 12,955

42,148 40,794 1,354
54,972 Lb,439 10,533
1,391 1-})36!‘ 27
92,932 6,456 38,476
194,545 181,761 12,784
9,093 9,098 -
2,318 2,318 -
53,361 51,776 © 1,585
45,150 18,249 26,901
158,033 134,597 63,535
197,620 19%,712 2,823
114,585 111,497 3,088
56,629 52,654 3,975
84,427 84,123 309
24,;65 22,391 1,774
$1.374.30.5 P1,ii5,a3% £223.1i5
£2,815,164 52,583,049 228.115

TAUBER 439693
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~——Schedwle 3-2

Administration and General
Employees' Eealth and Welfare
Dletary

Housekeeping

Laundry and Linen

Operation of Plant

Repairs and Maintenance
Rursing Service

Pharracy

Medical Records and Library

Operating Rcom
Recovery Room
Intensive Care
laboratory
Radiclogy

Physical Therapy
Inhalation Therapy
Anesthesiolozy
Electrocardiolosy
Central Supply

Medical and Surgical Service

Blood Bank

Exergency

Depreciation on land Improvements
and Pixed Equipment

Total
Rent of land, Building and
Equipzent
Taxes ca land and Building

bl LN

o "=
- CONF 'DtNT'AL
JEFFERSOY [FIQRTAT, EOSPTTAL '
OPEPATING EXPTVSE
Salaries Supplies
and and
Iotal ____ Wages Expensa _ Depracistion
$ 229,594 $ 128,000 $ 98,27 $ 2,667
16,585 12,852 63,688 45
247,413 107,342 137,323 2,748
134,037 - 133,876 181
52,881 8,245 ’ -
33,389 4,419 28,931 39
15,115 3,655 11,292 168
396,803 ,879 11,674 2,250
137,344 - 137,286 - 58
23,944 22,639 1,013 29
131,279 90,206 38,375 2,698
23,403 22,445 826 132
62,037 5£,911 4,119 1,007
146,847 50,828 9,694 3,325
175,225 39,413 135,755 57
23,144 6,654 16,458 k-
21,827 14,867 6,616 144
101,760 - 101,362 379
30,191 6, 501 23,633 57
hh, 504 15,726 29,271 517
29,88"‘ - ° 29,385 -
5’128 - 5:728 -
5,67 - - 4,674
992009"26 1,74
72,686
—J23,53
£,25,048

TOTAL OPERATIIG EXPENSE

TAUBER 43970
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JEFTEZASOE VIUOPIAL FOSPITAL ’

OTHER IN3C:T  AYD T3

FOR_™ITZ BTUIIN USUTITII 1. 1073 <% mom 20, 197)

INCO¥S: l
Rents $ 6,500 ,
Interest - 6,453
Miscellaneous . 2,609 $1%,547 !

|

: I
Interest $34,590 i
Loss on Disposal of Zquipment 4,433 ;
Miscellan=ous . 11,070 52,403
NET OTEER INCOME ARD EXPENSE (2‘1§I25) :

TAUBER 43971
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NOV'E 1 - TAX STATUS

The Hospital vas granted an exerption frca Federal taxes as & noa-profit

ingtitution. However, a subsegquent examination Qy the Interaal Revenue Service
revealed deficiencies {a its tax-exawpt status and a aotice éhallengi:s this
status has been issued by the Service. During 1971 counsel for the Fospital
vithdrev the Bospital's protest and the Hospital has accepted the revecation of
its tax.exempt status. Federal corporation ¢tax returns have been filed for ell
years from Octover 31, 1965 througn Octobver 31, 1970. EHowever, due to operating
loss carryforvards no Fesderal taxes are due and therefore co liebility appears on

the Corporation's dalance sheet.

2 2 - PTOING ‘CQUISITIO:

On July 1, 1971 Jeffersen M2z=orial Hospital oad entered into en cgree-2nt

all of the assets and liabilities of the PEospital as of June 20, 1971 w!ll be
acquired for aa exchanse of shares of stock of the mev corporatioa.

Although the acquisition i3 nol corpleted 1t will be acccunted for as a

pooling ¢l intarests ca the aew ccrporatioa’s bocks.

NOTE 3 - PIAST AND IOUIPISVT DIZPRTCTATION
An sppraisal of plant azd equipzent has been made by Marchall ard Stcvens,

Incorporated as of October 31, 1967 end the veluatica as determined by thea oz the

G

property owned or under lease, as erplained in liote §, is includsd cn the eeseTiazyic
balence sheat. Depreciation oa this equipzent {s computed by the streisht-licze

method and tre life assigned s in ecscriazce with the Azericaa Jospisel Associaticn

guidelines for depreciadle prozariy.

irad.

Property costing les3s thaa 3.J0 is axpeased in the ysar acsguise

TAUBER 43972
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NOTES 70 FIHa%NaTAL STiTINTIS

Tvo lease agreements have been eatered into by thé Hospital for the
greater portion of land which it uses. The tern of oze lease 43 o 99 ysars
beginning January 1, 1666. This agreemeat provides for a ba.si; annusl reatal of
$15,600 with a provision that on each tenth aaniversary of the lease commencezan®
date the annual rental can be adjusted by a forzmla based on the wholesale pricze
index. The term of the other lease coxmrsnced on January 1, 1956 acd is also for

a period of 99 years vith a rental of $2,406.50 per annum.

= LFA HO ) W) IDIIC - O 3
The Eospital is leasing the duilding it cscupiles. The lease correnced
on January 1, 1966 and is in effect for a period of 40 years with an optica to
renev for an additicnal 19 years. The basic annual reatal is $80,940 with a
provision that on each tenth anniverzary of the cor=encecent date of the lcase
the annual reatal can te adjusted by a forrmuls based on the wholecale price indax.

In addition, under the termns of the lease the Eospital wvill pay all mainteaance,

iasurance aad taxes on the property.

The Eospital leases the 2i.bved addition completed in 1958. No fimal
leasing agreemsat has been entered into at this time. Eowaver, the Hespital,
based on the best inforsation available, is accruing $11,232 per aaprum to cover

the enount vhen finally determired.

TAUBER 43973
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CONFIDENT

NOTES T FIANCTAL STATIIZNTS

Under a refinazcing arrangsreat using 2 sale andblea.seback the Hospitad
has entered into a lease of equipcent 1n the amount of $350,000. The lease
commenced on January 2, 1566 and extends for a period of ten yé&s, at vhiech tize
the equipment will be coatributed to the Hospital at no additiomal cost. Under !
the terms of the lease agreemsnt the basic annual rental is $17,500 for the first

tvo years; $25,000 fcr the second two years; and $42,500 for the subsejuent six

years. Ko curtaillzent of this liability has veea rade by the Bospital since 1948.

In addition to the basic annual reatal, the Hospital shall provide and pay all

———— m— e

maintenance, repairs, taxes and insurance on the equiprent.

The leased equir=e=nt hes teen eatered on the bocks of the Hospital at
the value determined by larshall and Stevens, Incorporated and is teing dapreciatod

in accordance with their report.

The corresponding liability Cfor the leased equiprant has similarly baan

entered on the books and appears on the accompanying Balance Sheet as "lez:e

Agreersnt".

NOTE 8 - SETTLEMENT OF AMOUNT DUE UNDER CONTRACT
e WIAH, PATSOLOCIST

In Decamber, 1571 an agreezsat vas reached betveen the Eospital and the
pathologist. The liability as recordad on the books of the [ospital prior to

settlerent was $221,756 and vas included in the azount shova as Accounts Payable

|

|

|

Contract Agencies on the Balance Shest. |

|

Settlecant vas agreed upon by botk parties iavolved at $183,195, payable |'

in cash of $10,000 plus an egreement to fipance the balance o2 $173,196 et &2,£35.49
per month at 6% interest until Februiry 1, 1977. Although this settlemzat vas
subsequent to the talance cheet date, the adjustzent bus besz reflacted the

accompanyics Balunce Sheet. TAUBER 43974

“.\
>y

J.APP. 3172



NOTS TO FINANCTAL STATS'ZNTS

NOTE 9 - PROVISICN FCR GRCUP EOSPITALIZATION, INC.
ADTUST !

The provision in the azount of $193,000 is for an estirated liability
for the periocd Jenuary 1, 1969 to June 30, 1971 to Group Hospitalization, Inec.
under contract vith the Hospital. An amount for reimbursezert for services
rendered to subscribers of GHI is determined for each figcal year by that orgenizatica
in accordance vith a specified cost formula. During the year paymants are received
from CHI as services are rendered to its subscribers but thess payments exceed the
actual allowable charges to GHI for services under its contract. Althqugh this
provision 1s tased on the best information available from GHI and the Fospital's

books and records it is a0t possible to determine the ex:zct amount of this liability.

NOT= 10 - PRCVISION FOR FEDZRAL MSDICARE FROGRAM

A L3

=Y ¥y

Reimbursecent for services rendered to patients under the Federal M?dica.re
Program is determined for each fiscal year in accordance with a spscified cost
analysis. iag the year paywents are received from Croup Hospitalization, Inc.,
the interrediary for Medicare, as %:33ital services are rendered to the patients.
The provisicn of $87,l1l covers the amount due the Madicare progranm for overpayants
for the period November 1, 1966 to June 30, 1971. Of this amcunt, $32,854 is a
fizal settlezant for the year ended October 31, 1967. The balance of $54,257 is
based oa the cost reports filed vith the interrediary, However, sudits vill be
performed by the intermediaries which undoubtedly will result in adjustzments %o

this acount.

TAUBER 43975
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JEFFERSON MEMCRIAL HCOSPITAL CORPORATION

ASCF__ T\ =14,

BALANCE SHEET
117/

J.APP. 3174
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—I'Current Assets come e oz s = e e

' . Cash in Banks & On Hand i Lo, ; 22 f b .lS' (u 23 76%)
Deposits = Otner N Ca | it ozlrezze
Accounts Receivable I _ o i Iz’?c' ?iii 22 L i

-!i Allowance for Uncollectibles * Lo ! F ‘.L 169242 2y} [76429¢9].

! X __Accounts Receivable = Other-d—r.. bt b l b i F"! Eivis”
Accrued interest Recsivable ii ] i : g ‘f i '1 : A
Prepaid Expenses ![ N § N ; o 4 35i/4;ﬂ

, Inventories . '! i " ' :l l . { Lzihwgew
i' Total Current Assets . ___ | S : ¢ l b :
Mspm;c $22 1¢2.99 1 L : Accum.: . ‘ LI
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iProv. for GHI/HIP=0Other Years 1' . :E ! EIEE P
_:Bonds Payable ____ - ! . it
?Total Long Term Liadilities ' ! i ‘ i’ : S _ZPie uy
»Stockholder's Equity :l 4 N :
nRetamed Earnings @ July 1, 197/ 4 '! i 5\/,-»'/ <3
:Z Net Income for Year || :; A TRt .
£ __Balance ® . § : Sl
| ;Contribution in Excess of Par | ! I !
! iCapital Stock: 1,000000Shares | { | i1 |
’; Auth.@$.01 per Share.Shares ‘; ’ i R I TAUEER 45864
. | Outstanaing "1 Trial Exhibit
I iLess Treasury Stock L No. 196. s
" : Total Stockholders' Equity : _! : o )
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JEFFERSON MEMORIAL HOSPITAL CO
INCOME STATEMENT

%‘// 2) 1472/
. [¢]
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RPORATEONFIDENT,AL
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73 3 IN - out i YEAR
;. TOTAL  PATIENT PATIENT i TO-DATE
PATIENT REVENUE i L ] S
Pediatrics ..SE 6!// gz S; ti/&e S; ' 12275¢ . Dafs. s! éi//!e
Wards 2lazcee | 2iz7eec £ v - " ."‘/!w7c¢
Semi~Privates 1122 7—-’« YEeuafee . 4;;9{ »ov l/;of;:.’:.
Privates v Pesee | zieco : : AR '.“?" €
Intensive Care Pl seladeee v azzicer ) ! g2 o -l g,
Adjustments b oi0ee T aj4c0 i gt N Ty
Total Roormn and Board RENEZIENEY miipaerst ;_ S_'I_Mlc'_
Operating Room 75 3.ql-5., v $; 2% 92220 S )!T 7re0, R : AT
Recovery Room § 1 wésTo shce’ | iqzze R q.s: ]
Medical=-Surgical Supplies ‘ i9962% ".‘! ..L'tl' n7742% : I 46!5 63
Intravenous Therspy . . _ .. : J|3Ysvo.. |‘3vr/a bo - i _' -T2
Emergency Room - | 14 7z uww 1311022 L Y MM
Blood Bank : ZIl 13“; :,al::o' e’ - l .. /L,/.a':
Electrocardiology - .7 163“ sis2rer 22604 : G
Radioisotopes R abgpece’ =mod P thges
Radtiology : 1#j77920 | 4 .yyoo“ ii s7leze
Laboratory :.BL?S‘/&! scago o i Dlag l: 79¢
| Pnarmacy = Medications - :oi.'.‘li 7.2& — "N‘!O 1 ." aoiﬂ wWé
! = Injections i 11150 150 L. L] iz
- An esthesia Administration : 1283602} sI¢co : l-/:'l ¢
i Anesthesia Materials i i é!a83 o0, 39095;’, ; é;é VY
" Innalation Therapy s2q/207 | g33984: 156, 7K
Physical Therapy | &l77200 . 23720 2géce] | Ll oagTa.
TOTAL SPECIAL SERVICES  [$|ys4l26229 8112726700 51 2152y 24 S_y£iizie:
TOTAL PATIENT REVENUE:_§ Y9iSy425°S 318 ¢a201 S: 2/'sajav S 2yicwy:
- DEDUCTIONS FROM REVENUE S L [ I T A
. Grow Hospitalization, Inc. . $| 2041383 .Sg a.a,').ron;s. 16283 $: 20)sr3 ¢
sMedica"O I9seeco 1950000 | I 1 ; I?":“'
| Medicaid ~ . éisoc ¢o dsoo co. | I t Esee
.Charity 121927 _ 430927, s 38
| Discounts ] R fagge) | [zae33; . P et
 Bad Debts 1- 17'12y¢1 1a9arie b dyr592 | SN NEIZT
TOTAL DEDUCTIONS ,su LS L2363 S £oneaf) 8 Wases3 ! L AT
! NET PATIENT REVENUE fglse3l9s523 s ! s i s ze3grr
| oTHER REVENUE Pl I S T A T S A DA
Megical Supplies Sold 3 | 3772 P ! T e
, Cafeteria Sales ' I‘ l alie2a> . ; : : ; o 'l Tozpez
i Rentals E; §12se I I ! 2/. :
Commissions , b g528 ! ' 1 I i .
Medical Transcripts ! I K2y R A A 3 e
"Miscellancous ! =57 . : —_—
TOTAL OTHER REVENUE s!_Hizcore ' S s _“Lis
B

TOTAL REVENUE s _sgfife2a ‘ : | S £22 55
TOTAL EXPENSES (Page 2) S __ 254/ :5.77 ! | ' s sedwis
‘ — i ' . TAUBER 45845 | : L
EET PROFIT OR (LOSS) s _ (£ 42747 ; , vg [Zen©
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JEFFERSON MEMORIAL HOSPITAL CORPORATION
INCOME STATEMENT

lJ i/

SALARIES FEZS &

e

CONFIDENTIAL,

SUPPLES &, YEAR

WAGES CONTRACTSPEPENES TO-DATE

L 32823
17622 /3;
14 41/3::3:

. &

TR = o T —— e TS T — et Ei

. TOTAL

EXPENSES ;js!
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East Unit ! ]
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Pediatric Unit Hl
West Unit l L
Intensive Care Unit i

Operating Roormn

ctsiamrie o

s s!
!

9297 93,

Poosio sl
N A I
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I?%&-’-«', i 27223 |8z
: HI‘ : s ! .
IHOEX, iy 77 HEag 2

T 73/39%
WELTA YR

Jiscoeot | 2%9/¢0.
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"
‘t
l
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Cost of Supplies Sold _ ____. L '. E ' : ,‘ | Siers g derasy
Central Supply _ i) 4| Jpzesti i ze9s? 1o ahzos:
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Laboratory R : |- Fo29 VY 2 /e?,-’.z .' :|‘/. 237 | ;gfe 25
Blood . ; :! i i L) € £7iez
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]

: 13
. H e . )
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Div of Materials Management .t e | B ULy P Y R AL
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i U N
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Oepreciation i Py ' [ ) DL 4 44
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OUR REPORTS ARE ISSUED WITH THE UNDER.-
STANDING THAT. WITHOUT OUR CONSENT. THEY
MAY BE REPRODUCED ONLY IN THEIR ENTIRETY.
SHOULD IT BE DESIRED TO ISSUE OR PUBLISH
A CONDENSATION OR A PORTION OF THIS REPORT
AND OUR NAME IS TO BE USED IN CONNECTION
THEREWITH. OUR APPROVAL MUST FIRST BE
SECURED.

COUNCILOR, BUCHANAN & MITCHELL

THIS REPORT cOnsisTs o 11 PAGES TAUBER 44019
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COUNCILOR. BrcHANAN & MITCHELL o ..gUEJ1T’

CERTIFIED PUBLIC ACCOUNTANTS —
w 8ALDwiIN BUCHANAN
JamtS A COUNCILOD
D . MTOmELL
CONA mLuc® NiCa October 25, 1972 3900 WISSONSIN avENLE
LUCENC « STISSCL ° WASHINGTSN D C 292.6

wSV'S O Con

OONALD P memuLLEN
LCw'S 7 §.OLC

3vONEY J LawaNCe
TeDmas A ONliy

€ QUANS McLINDON
CLAIB® a4 PARSONS
Se0vee & ausSCLL..®

TCLEPwONE 337-00:C

The Board of Directors,
Jefferson Memorial Hospital Corporation,
Alexandria, Virginia.

We have examined the balance sheet of Jefferson Memorial Hospital
Corporation as of June 30, 1972 and the related statements of income and retained
earnings and changes in financial position for the year then ended. Our
exarination was made in accordance with generally accepted auditing standards aad
accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

In our opinion, the aforementicned financial statements present fairly the
financial position of Jefferson Memorial Hospital Corporation at June 30, 1972 and
the results of its operations and the chkanges in its financial position for the
year then ended, in conformity with generally accepted accounting principles applied

on a basis consistent with that of the preceding year.
' ikl
M ¥
/

Certified Public Accountants

TAUBER 44020
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CERTIFIED PUBLIC ACCOUNTANTS
w BALOWIN JUCHANAN
JamES A CCUNCILON
O v M TIwELL
Cona mLwnCE Nen October 25’ 19‘(‘2 3900 WISCONSIN avENUE
CuGENE = 3-033EC WASHINGTON. D € 292016

“Cwis S SOz

SONALD F MemyLLEN
~LaS 7 8:CLC

SvONEY 4 LawoCNCE
*wmOMas 4 ONEIL

C BURNS weLiNnOON
SLA® A PAaOSCHS
SRQOVE® B AUSSCLL, .®

TCLEPmONE $37-09:0

" The Board of Directors,
Jefferson Memorial Hospital Corporation,
Alexandria, Virginia.

We have examined the balance sheet of Jefferson Memorial Hospital
Corporation as of June 30, 1972 and the related statements of income and retained
earnings and changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted auditing standards and
accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

In our opinion, the aforementioned financial statements present fairly the
financial position of Jefferson Memorial Hospital Corporation at June 30, 1972 and
the results of its operations and the changes in its financial position for the )

year then ended, in conformity with generally accepted accounting principles applied

on a basis consistent with that of the preceding year.
M ¥
/

Certified Public Accountants

TAUBER 44021

J.APP. 3180



JEFFERSON MEMORIAL HOSPITAL CORPORATION |
|
JUNE 30, 1972 '
ASSETS LIABILITIES AND CAPITAL
CASH - UNRESTRICTED $ 15,021 ACCOUNTS PAYABLE:
Trade
CASH HELD IN_ESCROM 4,834 Exployees' Withholdings
Other
NOTES RECEIVABLE 19,715
CONTRACT PAYABLE (Note 7)
ACCOUNTS RECEIVABLE:
Patients $1,045,614 ACCRUED EXPENSE
Less Allowance for Doubtful Accounts 224,352 § 621,262 .
virginia Health Insurance Program - Medicaid 58,799 INCOME TAXES PAYABLE ,
Federal Health Insurance Program - Medicare 35,235
Other 15,609 930,905 PROVISION FOR CONTRACT ADJUSTMENTS (Note 8):
Group Hospitalization, Inc.
ACCRUED INTEREST RECEIVABLE 8,704 Federal Health Insurance Program - Medicare
Virginia Health Insurance Program - Medicaid
INVENTORIES 22,222
NOTES PAYABLE - UNSECURED
PLANT AND EQUI Rote 5) .
Accusulated Book NOTES PAYAEIE - BECURED BY DEEDS OF - ¢
Cost Depreciation Value —TRUST OR REAL ESTATE (Hote 9) J
Land $ 7,456 § - $ 147,456 BONDS PAYADLE
Land Improvements 3,921 3,037 890
Building 624,302 32,214 592,088 ADVANCE DEPOSITS
Fixed Equipment 136,461 b1,930 94,531
Major Movable Equipment 21,802 1 186,706 FUNDS _HELD IN ESCROM 1
1
Total 1,233,948 1,021,671 1,021,671 CAPITAL: |
Common Stock - $.01 Par Value i
OTHER ASSETS: Authorized 1,000,000 Shares H
Goodwill (Note 6) $ 375,425 Issued and Outatanding 245,000 Shares | $ 2,450
Prepaid Expensge 31,461 Capital in Excess of Par Value 703,142
Unamortized Loan and Settlement Fees 6,794 Donated Capital ] 20,092 -
Deposit 3,000 416,680 Retained Earnings (Deficit) (Exhibit B) i
TOTAL ASSETS 32,439,812 ' TOTAL LIABILITIES AND CAPITAL

The Notes to Financiel Statements are
an integral part of these statements.

i CONTIDENTIAL l
.. Ceslies
$329,877
24,132
13,561 $ 367,576
158,763
68,145 ) '
12,769
$163,5871
59,816
7,861 231,264
26,166
646,463
299,500
103,000
4,834
$725,643
(_20h4,611) 521,032
$2,439,812
TAUBER 44022
2
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JEFTZRSON MEMORTATL HCSPITAL COSTORATION
STATEMENT OF IICOME AN BETAINED SARNINGS

FOR THEE Y=-R ZIDED JUlE 0. 1972

REVENUE FROM SERVICES TO PATIZNTS
_(Schedule B-1):

Routine Services $2,180,681
Special Services 2,273,511 $k,L54 ¢cs2
DEDUCTIONS FROM REVENUE :
Adjustments and Allowances:
Contracting Agencies $ 371,718
Non-Contractual Patients 2,971
Employees and Professional Courtesy 8,721
Provision for Uncollectible Accounts
Net of Recoveries 152,336 535,746
Net Revenue from Services to Patients $3,918,3L46
OTHER OPERATING INCOME:
Sale of Meals $ Lhs5,2u3
Commissions 819
Transcripts 1,151
Sele of Supplies 555 47.758
Total Operating Revenue $3,966,114
OPERATING EXPENSE (Schedule B-2) 3.682,721
Net Operating Income $ 276,393
OTHER INCOME AND EXPENSE (Schedule 3- 3) ( 22,6’_2")
Net Income Before Income Taxes $ 220,778
Income Taxes (Note 3) 12,769
Net Income $ 208,009
Retained Earnings (Deficit) July 1, 1971 412.620)
RETAINED EARNINGS (DEFICIT) JWE 30, 1972 (_§ 20% ,611)
EARNINGS PER COMMON SHARE (Note k) $ .85

The Notes to Financial Statements are
an integral part of these statenen®s.

———— ——

TAUBER 44023

(&)

J.APP. 3182




JETFERSQI! MEMORIST HOSPITAL CCRFORATICH . |

STATEMENT QOF CHANGES I TINANCIAL 30SITIOH
Saflecbod S e e Soannbotoy Shod el

e

FOR THE YEZAR ZNOED JUONE

TUNDS PROVIDED:

Net Income (Exhibit 2) $ 208,009
Expenses Not Requiring Funds:
Depreciation and Amortization 78,346
Loss on Disposal of Equipment 99k $ 287,345
Common Stock Issued in Connection
With Acquisition of Partnership (Note 2) 1,392,818
Increase in Medicare Finaneing 1,000
Other 180
$1,€81,347
FUNDS APPLIED:
Purchase of Partnership Assets:
Building $ 631,663
Equipment 9,313
Goodwill 386.804 $1,027,7680
Curtailment of Lease Agreement
Payable and Bonds Paysble Tarough
Partnership Asguisition 299,500
Curtailment of Mortgage and Note Payable 99,151
Curtailment of Pathologist Contract Payable 24,433
Purchase of Equipment 22,255 . 1.,L73.110
NET INCREASE IN FUNDS $ 208!223
CONSISTING OF:
June 30, Increase
1372 1971 (Decrease)
Cash $ 19,855 $ 56,247  ($ 35,392)
Accounts Receivable 930,505 Th1,431 189,474
Notes Receivable 19,775 s 15,175
Accrued Interest 8,70h 1,239 1,485
Inventories 22,222 20,152 2,070
Other Assets 34 . L6L 29,757 L, 70k
"Total . 1,035,922 $ 859,426 $ 176,4¢6
Accounts Payable : $ 367,576 $ 289,913 77,663
Accrued Expense 81,21k k2,701 ( €1,437)
Provision for Group Hospitalization
Insurance and Medicare 231,264 280,111 ( 18,847)
Funds Held in Escrow L, 83k 3,895 ¢392
Total $ 68,868 $ 716,620 (8 31.7322)
NET FUNDS $ 351,03k $ 142,806 $ 208.223

The Notes to Financial Statements are
an integral part of these statexents.
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JEFZERSCN MZMORIAL ¥CS2TTiL COZSORATICH
REVENUE FRQ:! S33VICES TO FaTIizim
FOR THE Y=:3 T.2ID i 30, 1872
Total invatient Outzatisnt
ROUTINE SEPVICZS: ]
Rocm and Board $2.180,681 _ $2,180,681 $ -
Total Routine Services $2,180,681 $2,180.681 $§ -
SPECIAL SERVICES:

Operating Room $ 313,407 $ 297,267 16,140
Recovery Room 62,413 60,860 1,553
Central Supply 84,525 65,723 18,802
Intravenous 18,130 18,081 L9
Emergency Service 188,965 15,059 173,906
Laboratory 346,627 323,520 23,107
Blood 14,330 14,240 90
Transfusion Trays 3,556 3,528 . 28
Electrocardiology 87,220 83,717 3,503
Radio Isotopes 70,450 32,761 37,689
Radiology 327,782 215,053 112,729
Pharmacy 303,540 297,378 5,162
Anesthesia Aéministration 206,422 201,709 L,713
Anesthesia Material 91,964 87,120 L, 8Lk
Inhalation Therapy 114,350 nh,217 133
Physical Therapy 39,730 33.820 5.910
Total Special Services $2,273.511 $1.864,053 $400. 358

TOTAL REVENUE FROM SERVICES
TO PATIENIS

The Notes to Financial Statements zre
an integral part of these staterents.

$h!h§h!oga $b,0lk 734 $400.358
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FOR_TEE YEiR ZITID

Administration and General
. Employees' Health and Welfare
Dietary

Housekeeping

Laundry and Linen

Operation of Plant

Repairs and Maintenance
Nursing Service

Pharmacy

Medical Records and Library

Operating Room
Recovery Room
Intensive Care
Laboratory
Radiology

Physical Therapy
Inhalation Therapy
Anesthesiology
Electrocardiology
Central Supply

Medical and Surgical Service

Blood Bank

Emergency

Depreciation on Building,
Land Improvements and
Fixed Equipment

Total
Rent of Land
Taxes - Other Than Payroll
and Incone

TOTAL OPERATING EXPENSE

————— .Sckedu’e 3-2

| CONFIGENTIAL |
\.- S Seem e .._,._‘
JEFFERSON MEWORIAT, ¥CSPITAL COSSCRATION
OPERATING EXZINSE
-t &) tw-.‘ 30 37‘
Salaries Supplies
and and
Total Wagss Exvense Deorecizticn
$ 367,963 $ 207,1C8 §$ 156,561  § 3,E74
182,258 19,534 162,700 2k
385,173 170,035 210,920 4,218
183,170 - 182,923 k7
80,226 13,51% 66,612 -
79,283 35,249 43,974 €0
29,798 - 29,576 222
6ok ,528 579,163 21,932 3,433
212,942 - 212,853 89
36,866 33,723 2,754 389
207,149 152,330 50,610 4,209
42,227 40,533 1,491 203
98,206 90,350 6,297 1,539
220,622 83,588 131,902 5,132
286,891 69,047 216,747 1,097
34,722 10,900 23,772 4o
33,835 22,697 10,916 222
175,091 - i7k,507 SEL
49,560 11,595 37,8718 §7
79,387 27,163 51,362 - 862
36 )663 = 36 ,663 =
9,890 - 9:890 =
149,675 54,004 95,194 477
39.930 - - 32,230
$3,626,054 $1.620,633  $1,038.Lsk  $€€.947
9,
43,823
689,721

The Notes to Financial Statements are
an integral part of these statements.
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i CONFIDENTIA; |

JEFFERSON }TIORTAL ¥OSPITAL CORPCTATICH

OTHER INCOMT AND EVZEINSE

FOR THE YE:LR ENLE 0

D JUT 20, 1072

INCOME :
Rents
Interest
Miscellaneous

EXPENSE :
Interest
Loss on Disposal of Equipment
Amortization of Goodwill
Miscellaneous

NET OTHER INCOME AND EXPENSE

The Notes to Financial Statements are
an integral part of these statements.

$ 52,8¢6

$93,372

2,176 108.Lk21

(8 55.615)

TAUBER 44027

~3

.

J.APP. 3186




— e,
ar o3 g 2Ladl)

NCT=S T0 TINAiCIAL STATEIZED

NOTE 1 - ¥CSPITAL RSCRCANIZATION

On June 30, 1971 Jefferson Mermorial Hospital, Inc. (JMHI) merged into
Jefferson liemorial Hospital Corporation (JMHC), a new corporation incorporated in
the State of lelaware. JMIC received all of the assets ana assumed 21l of re
liabilities of JIHI as cf that date and 5,0C0 shares of JMHC cormon stock were
given to the JMHI stockholders in exchange for all of the outséanding 5,000 shares
of JMEI comnon stock. is exchange resulted in a mere change in name and state
of organization with no change in managerent and percentage of ownership by each

shareholder.

NOTE 2 - A.CGﬁSIﬂO}! OF PARTHEIZUID

On July 1, 1971, the hospital in exchange for 240,000 shares of its
common stock acquired all of the assets and assumed all of the liabilities of
Jefferson Memorial Hospital As;ociates, 2 partnership whose main source of incore
was from the rental of the hospitel plant to the Hospital. The acquisition of the
partnership was combined with the Hospital using the pooling of interest mechod.

The partners of Jefferson Memorial Hbspitai Associates were the sole
shareholders of the Hospital holding the original s,boo shares of common stock
outstending. The 240,000 additional shares were distributed so that sach

shareholder's percentage of ownership remained the same.

NOTE - INCOME TEXES .
The Hospital has no Federal inccme tax liability on account of the

carryforvards of operating losses from prior years. As of June 30, 1972 there

TAUBER 44028
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NOTES TQ FINANCIAL STATIIEITS

N - TICCME TS (Centinued)

remains a net operating loss carryforward cf $8,860 and an invesiment credit
carryover of $5,180.

State income taxes have been accrued for the yezr ended June 30, 1972

and appear on Exhibit B in the amount of $12,769.

NOTE 4 - F4RNINGS PZR COMMON SHARE

The Corporation has no potentially dilutive convertidle securities,
cptions, warrants or other stock rights. Earnings per common share were corpuied
by dividing the net income by 245,CCO shares outstanding during the year ended

June 30, 1972.

NOTE 5 - PLANT AMD EQUIBMENT DEFRECIATION

All capital assets are being depreciated by the straight-line method

of depreciation with the following life-yezrs by asset classification:

Land Improvements S Years
Building Shell - Used 34-37 Years
Building Components - Used 2-22 Years
Fixed Equipment 20 Years
Major Movable Equipment 5-20 Years

Capital assets costing $100 or less are charged to expense when acquired.

NOTE 6 - GOODWILL

Goodwill in the amount of $386,804 was acquired in the purchase of the
Jefferson Memorial Hospital Associates as explained in Note 2 and is being
amortized over a period of 34 years at the rate of $11,376.50 per year. The amourt
of $375,425 as shown on the accorpanying balance sheet represents the unaroriized

portion 2s of June 30, 1972.

TAUBER 44029
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~ CONTRACT 2AYARIS

The amount of $158,763 which aggears on the accempanying balance sneet

pathologist under a pricr contract with the Hospital. This amount is being
curtailed at a monthly amount of $2,886.60 plus interest at 6% on the unpzid

balance until February 1, 1977.

NOTE 8 - PROVISION FOR CONTRACT ADJUSTIMENTS

Reimbursement for services rendered to patients under the Group
Hospitalization, Inc., Federal Health Insurance Progra:a (Medicare) and Virginia
Health Insurance Program (Medicaid) is determined for each fiscal year in
accordance with a specified cost aralysis. During the year payments are received
from the insurer as hospital services are rendered to the patients. The provision
;.)f $231,264 covers all amounts due or estimated for the year ended June 30, 157z

and prior years under the cost contracts as foliows:

Group Hospitalization, Inc. $163,587
Medicare 59,816
Medicaid Z.861

Total $231,264

NOTE 9 - NOTES PAYABLE - SECURED BY DEEDS
OF TRUST ON REAL ESTATE

The Hospital is obligated on two notes on the Hospital plant which are
held by First Federal Savings and Loan Association of Arlington. One note in the
amount of $582,483.77 is secured by 2 first deed of trust cn the Hospital's land znd
building and is payable in monthly install—ents of $5,900.00 which includes interast

at 64 per annum. The other note in the amount of $63,978.77 is secured by 2 junicr

TAUBER 44030
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-~ NOTES TC TIl~’CTAL STATEITTITS

NOTE 9 - T0TES PAYASLE - SECURED 3Y DZEDS OF
) TRUST ON REZAT, TSTATE (Ceniinued)

~
deed of trust on the Hospital's land and ouilding and is payable in rmenthly
instalizents of $845.00 which includes interest at €% per annum.

" NOTE 10 - LEASE AGREEMENT - LAND

- - ,

Two lease agreements have been entered into by the Hospital for the
greater portion of land which it uses. The term of one lease is for 99 years
veginning January 1, 1966 and provides for a basic annual rental of $15,600 with

~ a provision that on each tenth anniversary of the lease cormencezent date the annual
rental can be adjusted by a forrmla based on the wholesale price index. The term
of the other lease cormenced on January 1, 1966 and it is also for a périod of 99
- years with a rental of $2,406.80 per annum plus a portion of the real estate taxes.
For the year ended June 30, 1972, the portion of real estate taxes paid was $1,837.
ﬁ,\
o~
V)
-
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JEFFERSON MEMORIAL HOSPITAL CORPORATION
Arcxavoria, Vizcnaa

FINANCIAL STATEMENTS
For Tax Yzar Evoep Juwz 30, 1973

CouxNcIiLoR. BucraNaN & MITCHELL
CerTIFIED PUBLIC ACCOONTANTS
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QUR RIPORTS ARE 1SSUZD WITH THE UNDER-
STANOING THAT. WITHOUT QUR CONSENT. THEY
MAY BE REPRODUCED ONLY IN THEIR ENTIRETY.
SHMOULD IT BE OESIRED TO ISSUE OR PUSBLISH
A CONDENSATION OR A PORTION OF THIS REPOART
AND QUR NAME 'S TO BE USED IN CONNECTION
THEREWITH. OUR APPROVAL MUST FIRST BE
SECURED.

COUNCILOR. BUCHANAN & MITCHELL

THIS REFORT == \3:3TS OF 11 Paces 0700‘0059

J.APP. 3192



DT000260

J.APP. 3193



CoUNCILOR. BrcHANAN & MITCHELL
CERTIPIED PUBLIC ACCOUNTANTS

~ Pa.dwin BuCmanarn
LawC3 A Z0-NCILIR
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The Board of Cirectors,
Jefferson Memorial Hospital Corperation,
Alexapdria, Virginia.

We lmﬁ examined the balance sheet of Jefferson Memorial Zospital
Corporaticn as of June 30, 1973 and the related statemsats of income and retained
earaings and changes in financial posi;tion for the year them ended. Our
exaninaticn vas made in accardance with generally accepted suditing standn.rfls and
accordingly included such tests of the accounting records and such other auditing
procedures &s ve ccnsidered necessary in the circumstances.

In our opinicn, the afcrementicned financial statements present fairly
the financial position of Jeffersca Memarial Hospital Corparation at June 30, 1973
and the results aof its operations and the changes in its financial position for the
year then ended, in coaformity with gezerally accepted accouating principles applied
on & basis consistent with that of the preceding year.

A VAR,

Certified Public Accountants

DT000061
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MIANE JIEET
JMR 30, 1913
ALQAXS LIARILITING ARD CARITAL
cASM - LNRRSTRICTED ¢ 9N20 ACCONTS FAYARLE:
Trade
CAdN MELD 18 EBOKM 6,183 Bwployees® Withholdlags
Other
OIS ARSCRINARLE 18,715
ACCRIRD RAPEMER
Petteate 0,431,60 1NOOME TAXES PAYABIE (Mote 4)
Less Allowence for Doubtful Accouate _¥0.2% §,071,580
Virgiata Bealth lasursace Frogres - SONTRACY PAYADLE (Nats 4)
ndicatd 38,0860
federal Beaith Insuraase Progres -
edicare (Bote 1) 30,000 Oroup Nospitalizetion, Inc.
Othsy 1,150,960 Pderal Eselth Insurance Program - Medicere
Virginte Hsalth lasurance Progrea - Msdlcatd
ACCRIRD LNTEREST SSCRINAMA 8,206
EIED PAJARIR - IMSEQUSRD
LEOBIES - AT LT 23,0
SOTES PAYASLE - SECURED BY DEE0S OF
. TRUST OM REAL BICATK (Mot 7)
LLANT ARU BMULRIMKNT (Buts 2):
Accumileted Book DOiG PAYABLE (Nats 93
ALYARCR JRPOGITS
Laod $ W06 & - § 107,056
29,985 o052 23,093 nams miRk 1N SR
ST - =
Fima quipmest 137, % ’ o Btock - $.00 Par Valus
Mjor Woveble Squipes Authorited 1,000,000 Ghares
AL260,52) 8 200060 8 efir.asd 967,458 Tesued eandé Outstending 305,000 Shares $ 3,050
Totel ' Copital 1a Bxcess of Par Velue (Note 10) 2,802
J Domated Oapital
ﬂﬂm ry i () § 6h,008 Retained Baraiage (Exhibit B)
Prepaid Expease 29,
Unamcrtised Lasn ead Settlamsat 6,228
fss ’
Deposit 8,30 WA
= RuSa6R TOTAL LIABILITINS ASD CAPTTAL

Tue Botes tO riosocial Otatemsate are
o0 lategrel past of these stetemsats.

$303,651
15,493

§ 58,438
62,15

949,903
6y.631)

bit A

$ 132.6n
106,190
112,033
124,124

130,169
1,30

603,13
299, 500
94,000
6,18)

881,266




T

REVENUE FROM SERVICES TO PATIENTS

D9

Exhibit B

Routine Services 2,234,317
Special Services —2.515,128 34,749,445
Adjustzents and Allov;nces: '.
Contracting Agencies $ 324,06
Non-Contractual Patients 6,055
Exployees and Professicnal Courtesy 8,163
Provision for Uncollectible Accounts
Net of Recoveries 20,260 548,525
Net Revenue froam Services to Patients $4,200,920
Sale of Meals $ 2,15
Commissicas 803
Transcripts 1,373
Sale of Supplies 188 49,118
Total Opersting Revenue $4,246,035
QPERATING EXFENSE (Schedule 8-2) —a902,998
Fet Operating Iacome $ 343,037
QIEER INCOME AND EXPENSE (Schedule 3-3) (28.230)
Net Income Before Incoms Taxes $ 264,807
Income Taxes (Note &) 124,833
Net Incoas $ 139,974
Retained Earnings (Deficit) July 1, 1972 (_206,611)
RETAINRD EARNINGS (DEPICIT) June 30, 1973 $sk.637)
BARNINGS PIR COMMON SEARE (Note ll) $ L3
The Hotes to Financial Statements are
an integral part of these statements.
DTU0006J
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JEETERSON MEMORIAL SOSPITAL CCREORATION
TAVAR T,
@ ]e e - ~ k|
Net Income (Exhibit B) $139,974
Expenses Not Requiring Funds:
Depreciation and Amortizatioca 80,914
loss on Disposal of Equipaent v 307 221,195
Sale of Commen Stock _. 221,260
Other —120
Total Funds Provided $uh2,655
Curtailmnt.ot Mortgage and Notes Payabdle $ 68,113
Curtailment of Contracts Payable 34,639
Purchase of Equipzent 35,265
Refund to Group Hospitalization, Inc. of
Current Fizancing 9,000 143,017
NET INCREASE IN FUNDS - 839,638
SQUSISTING OF:
{Increnae
Cash $ 77,489
Accounts Receivable 224,059
Accrued Interest Receivable ( L38)
Iaventaries 1,191
Other Assets ( 265)
Accounts Psyable 34,905
Acerued Expease ( 137,009)
Provisioa far Contrsct Adjustzeat - Group
Eospitalization, Inc. and Medicare 9.7%
KET? INCREASE IN FUNDS $£99.638

The Notes to Financial Statements are
an inotegral part of these statemeats. 4
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Schedule B-)l

OoN 20
™ e o
mOP YEAR T

Iotal Zopatient Quipatient

Room and Board. 2,238,327 $£.238.317 3 -

Total Routine Services £23,U7 @207 03 o
Cperatiang Rocm $ 305,038 $ 289,916 315,122
Recovery Rocn 63,337 62,078 1,259
Intravenous 21,917 21,743 175
Emergency Service 221,266 16,3717 204,389
Labaratory ™S, 451,678 L20,357 31,321

Blood 18,700 - 18,700 -

Transfusion Trays 4,935 4,93$ -
Electrocardiology ™S 89,067 83,540 5,527
Radio Isotcpes ms 52,358 27,136 25,222
Radiology ™S 337,209 213,007 124,202
Pharzacy 371,253 363,524 7,729
Anssthesia Administratican ™S. 197,883 194,318 3,565
Anesthesia Material o9, 472 89,796 4,878
Inhalation Therapy 149,399 149,334 65
Physical Therapy 45,235 38,616 6,619
Electroescephalography ™S __ &4, _2.6k0 L7209

Total Spectial Services
TOTAL REVENUE FROM SERVICES

TO PATIENTS WS $4,304,580 Sl 856
Toran s L2SSS o Ao N PO
W-al%o g c " 21 e

Paﬁu& Q—% 3“‘!_103
OM‘ - =)
33 Ltj;\;i)

ELL

The Notes to Fimancial Statements are
an integral part of these statexezts.
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Schedule B2
3 MOR (o)
QRERATING ZXPENSE
D . - e 2
Salaries Supplies
and and
Total dages Expegse  Depreciatiog

Adzinistration and General $ 24,762 3 231,723 $ 189,262 3 3,757
Employees' Health and Welfare 168,153 6,643 " 161,487 23
Housekeeping 160,201 - 159,966 235
Operaticn of Plant 97,641 52,44k 45,138 59
Repairs and Maintenance 13,725 - 13,515 209
Nursing Service 680,604 618,241 58,565 3,398
Fharmacy 258,133 - 258,047 86
Medical Recerds and Libtrary 41,227 36,706 4,070 us1
Operating Rooa 21,1 14k, 751 62,742 4,438
Recovery Roca 40,869 38,289 2,365 215
Intensive Care 104,578 92,800 10,164 1,614
Laboratery 232,302 91,058 136,226 5,918
Radiology 274,117 70,060 202,641 2,078
Physical Therapy 1,5 14,764 16,780 L8
Inhalation Therapy 49,413 23,198 25,938 277
Anesthesiolegy 156,204 - 155,635 569
Electrocardiology 50,901 12,621 38,200 80
Central Supply 90,625 27,%R9 61,761 935
Electroencephalography 2,693 - 2,693 -
Blood Bank 1,679 - 1,679 -
Emergency »620 58,713 123,333 Sis
Depreciatica on Building, Land

Izprovemsnts and Fixed

Equipaeat b1,510 - - L1810

Total $3,815,813 $1,706,5437 $2,019,733 369,537

Rent of land 20,006V
Taxss <« Other Than Payroll

and Incoms — 62,1189

TOPAL OPERATING EXPENSE 33,902,998
The Notes to Financial Statemen:s are
an integral part of these statere-ts. ¢
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Schedule 8.3

EMCR ol 0

ZR_INCCME AND Eypes

ICR _THE YZAR SNDED ISR 39, 1

LNCOoME:

Rents : $ 9,760

Interest 1,538

Miscellaneous 48 312,024

Inter;st . $76,560

Amortization of Gocdwill 1,377

Loss on Disposal of Zquipment 307

Miscellaneous —aaQLO _ _ SC.3%4
NET OTHER INCOME AND EXPENSE (£22.230)

The Notes to Financial Statexents are
an integral part of these stateze~:s.
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NOTE 1 - ACCOUNTS RECEIVABLE - FE[ERAL EEALTH
INSURANCE PRCGRAM = 'EDICARE

The receivable due froa the Medicare prograz ia the amount of $30,000

is an estimate of additicnal reimbursements for the year ended June 30, 1973.
Although reiobursements are received periodically as services are rendered to
Medicare patients, it 13 estimted that for the year ended Juhe 30, 1973 the
allovable cost exceeded the reizbursements by approximately $30,000.

NOIR 2 - PLANT AND EQUIPMENT DEPRECIATION
All capital assets are being depreciated by the straight-line-method
of depreciation with the following life-years by asset classification:

lLand Irproveazents 5-10 Years
Building Shell - Used 34237 Years
Building Cooponents - Used 222 Years
Fixed Equipment 1020 Years
Majar Movablie Equipnent 520 Years

Capital sssets costing 3100 or less are charged to expense vhen acquired.

NOIE 3 - COOIWILL

GCoodwill ia the amount of 3$386,804 is being amcrtized over a period of
34 years at a rate of §11,376.50 per year. The amcunt of $364,048 as shown oa
the accozpanying balance sheet represents the unamortized portion as of Juze 30,

1973.

HOIR.S - INCOMR TAXES PAYARLE
The Internal Revenue Service has made no field examinmatica of the

Hospital's incoms tax retwrns. All net cperating loss and iavestment credit
carryforvards have been exhsusted vith the filing of the June 30, 1973 tax return.

DT000068




L o ™ ®
The accounting aethods used by the Corporation for reccrd.tds ca its boocks of account

are the same as those used in the preparaticn of i{ts income tax returas.

BOTES - CONTRACT PAYARLE

The amcunt of 124,124 which appears on the accoapanying balance sheet
is the amcunt dus as of June 30, 1973 cn & settlement reached vith the former
pathologist under a prior contract with the Hospital. This amcunt is deing
curtailed at a mcathly amount of $2,886.60 plus interest at 6% on the unpaid

balance until February 1, 1977.

Reizbursemsnt for services rendared to patients under the Group
Hospitalization, Inc., Fedsral Health Insurance Program (Medicare) and Virginia
Bealth Insurance Prograa (Medicaid) is determined for each fiscal year in
accordance vith a specified cost analysis. During the year payments are received
froa the insurer as hospital services are rendered to the patieats. The provision
of $130,189 covers all aacunts dus or estimated for the year endsd June 30, 1573
azd pricr years undar the cost coutracts.

KOTS 7 - NOTES PAYARIE - SECURED BY [EEDS
e S TN O REAL ESTATR

The Hospital 1s cbligated cn tvo notes on tbe Hospital plant vhich are
beld by PFirst FPederal Savings and Loan Associaticm of Arlingtea. Cne note in the
amount of $549,630.27 is secured by a first deed of trust on the EHospital's land
and building and is payable 1a mcathly installments of $5,900.00 vhich includes

DT000063
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NOTE 7 - NOTES PAYABLE - SECURED BY CEEDS
QF TRUST & z

interest at 6% per annum. The other note in the amount of $57,501.29 is secured
by & Junior deed of trust on the Hospital's land and duilding and is payable in
monthly installments of $845.00 vhich includes interest at 6% per aannum,

Two lease agreements have been entered into by the Hospital for the
greater partioca of land vhich it uses. The tera of cne lesse is for 99 years
beginning January 1, 19566 and provides for a basic annual reatal of $15,600 vith
& provision that oo each tenth anniversary of the lesse ccmmencement date the annmual
rental can be adjusted by s formula based on the vholesale price index. m term
of the other lease ccammenced on January 1, 1966 and it is also for a period of 99
years vith a rental of $2,406.80 per annum plus a portion of the real estate taxes.

For the year snded June 30, 1973, the portica of real estate taxes paid vas 32,000.

Bonds payable iz the amouat of $299,500 as shovm on the accompanying
balance sheet mature in 1985. A requirement of the dood issus is the establishment
of a retirement sinking fund, five years from the date of issus, for either an
early redamption or a redemptica at maturity.

As of Juns 30, 1973 the siznking fund requirezsat amcunts to approximately
426,000 for redemptica at maturity but so far no fund has been established.

10
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During the fiscal year the Hospital sold 60,000 shares of its common stock
for $221,260, which exceeds the par value of the stock in the amount of 3220,660.
The excess over the par value is included in Capital in Excqu of Par Value of
$922,802 as shovn on the balance sheet.

NOTE 11 - SARNINGS PER SHARE
The Hospital has issued a0 dilutive ccavertible securities, options,

varrants or other stock rights. Zarnings per comnon share represent the net

income for 1973 divided by 305,000 shares cutstanding.

13
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JEFFERSON MEMORIAL HOSPITAL CORPORATION
AvrxaNoaia, Voomvia

FINANCIAL STATEMENTS )
For Taz Yz Evwo Jua 30, 1974 r(

COUNCILOR, BUCEANAN & MITCHELL
CERTIFIID PCBLIC ACCOUNTANTS
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QUR REPORTS ARE ISSUED WITH THE UNDER.
STANOING THAT., WITHOUT QUR CONSENT. THEY
MAY BE REPROCUCED ONLY IN THEIR ENTIRETY.
-\ SHOULD IT BE OESIRED TO ISSUE OR PUBLISH
A CONDENSATION OR A PORTION OF THIS REPORT
AND OUR NAME IS TO 8L USED IN CONNECTION
THEREWITH. OUR APPROVAL MUST FIRST 0OC
SECURED.
COUNCILOR. BUCHANAN & MITCHELL

THI® REPOART "°5NSISTS OF 11 PAGES
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Tebruary 13, 1975
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The Board of Directors,
Jeffersen Memorial Hospital Corporaticnm,
Alexandria, Virginia.

We have examined the balance sheets of Jefferson Memorial Hospital
Corporation as of June 30, 197% and June 30, 1973 and the related statements of
incame and retained earmings and changes in financial position for the years then
ended. Our examination was zade in accordance with genmerally accepted a:.x.dit‘.ng
standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.

In our opiniocn, the aforementicned financial statements present Jairly the
financial position of Jeffersan Memorial Hospital Corporation at June 30, 1574 and
the results of its operatioms and the changes in its financial position far the year
then ended, in conformity with generally accepted accounting principles which, eoxcept
for the chgnso, with which we concur, in the recogniticm of contractual adjustxents
as described in Note 12 to the financial statements, have been applied on a
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cansistent dasis.
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