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NO. C-0181-13-B

WESLACO HEALTH FACILITIES * 93RD DISTRICT COURT
DEVELOPMENT CORPORATION,
AND CITY OF WESLACO,

PLAINTIFFS
VSs. OF
KNAPP MEDICAL CENTER;
JAMES A. SUMMERSETT, III,
JOHN L. LACKEY, RUDY
SALINAS, ANABELL C.
CARDCNA, BRIAN A.
HUMPHREYS, JR., NORMA I.
MONTALVO, BERTHA SUAREZ
AND ABRAHAM TANUS,
IN THEIR OFFICIAL
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AND ON BEHALF OF THE
KNAPP MEDICAL CENTER
BOARD OF DIRECTORS;
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FOUNDATION, TINC.;
KNAPP COMMUNITY CARE
FOUNDATION, INC.; PRIME
HEALTHCARE FOUNDATION;
AND PRIME HEALTHCARE
SERVICES,

DEFENDANTS.
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Oral/Video deposition of MATTHEW JONES, produced

as a witness at the instance of the Plaintiff, and
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duly swom, was taken in the above-styled and

numbered cause on the 8th day of October, 2014, from
9:10 a.m. to 4:07 p.m. before DONANN SMITH, CSR in
and for the State of Texas, reported by oral

stenography at the offices of Jones, Galligan, Key &
Lozano, 2300 W. Pike Boulevard, Suite 300, Weslaco,
Hidalgo County, Texas, purstant to the Texas Rules of
Civil Procedure and the provisions stated on the

record or atlached hereto.
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Page 10 Page 11
NO. PAGE/LINE 1 Oral/Videotaped deposition and answers of
No. 116 Page 248, Line 4 2 MATTHEW JONES, who resides in Hidalge County, Texas,
Ne. 117 Page 256, Line 4 3 was faken herein by Mary Tbarra, Counsel for the
No. 118 Page 258, Line 17 4 Plaintiff, before Donann Smith, a Certified
No. 119 Page 259, Lfne 15 5 Sherthand Reporter in and for the State of Texas, on
No. 120 Page 260, Line 15 ”
No. 121 Page 261, Line 8 1 the 8th day of Oclober, A.D., 2014, pursuant to the
No. 122 Page 262, Line 5 7 Notice issued in the above styled and numbered cause,
No, 123 Page 263, Line 11 8§  pursuant o the Texas Rules of Civil Procedure and
4 with the following stiputations and agreements:
1¢ IT WAS AGREED that the witness must appear in
11 accordance with the Texas Rules of Civil Procedure
12 before any Notary Public or official authorized to
13 administer oaths for purpose of reading over the
14 deposition and making any corrections the witness
15 finds to be necessary, such corrections to be
16 recorded on a correction sheet submitted with the
17 original of the deposition.
18
12
20
21
22
23
24
25
Page 12 Page 13
1 VIDEOGRAPHER: On the record, beginning 1 can think of.
2 of tape 1. The time is 9:10. 2 Q  What were the circumstances of that
3 MATTHEW JONES, 3 deposition?
4 having been first duly swom, festified as follows: 4 A Idon't remember. It's been a long time.
5 EXAMINATION 5 Q And are you board cerfified in any arca?
6 BY MS. IBARRA: 6 A T'mnot.
7 ¢ Would you state your full name for the 7 Q You're not, Okay, What is the nature of
8 record, please? 8 your general expertise with regard to your practice
9 A Matthew Jones, 9 here at Jones-Galligan?
10 Q  And what is your profession, Mr, Jones? 10 A I'mwhat I would consider a business
11 A I'manattomey. 1t lransactional attorney, doing variety of real
12 Q M. Jones, my name is Mary Fvarra. I'man iz estate, corporate transactions, lending
13 attorney from San Antonio, Texas representing the 13 (ransactions, general corporate matters,
14 interest of the Weslaco 1lealth Facititles 14 Q Avreyou hoard cligible?
15 Development Corporation, and the Knapp -- the Weslaco 15 A Tdon't know what you mean by board
16 ~ City of Weslaco with regard to litigation that has 16 eligible.
17 been brought as against the members of ¢he board of 17 Q You fulfilled the qualifications necessary
ig directors for Kuapp, KCCF -- Knapp Medical Center, 18 to be board cextified, but haven't yet completed the
19 itself, and various organizations of Prime. We are 19 obligations and the testing required for it?
20 here today pursuant to courtf order to participate in 20 A I'venever really locked into it.
21 depositions by Judge Rudy Delgado order of October 21 Q And I spoke earlier that you ave affiliated
22 3rd. Have you ever given your deposition before? 22 with Jones-Galligan. Are you a partoer?
23 A Yes 23 A Tama partner in the firm, I am.
24 Q  On how many occasions? 24 Q Okay. And are you a managing partner?
25 A Oh, 1 think maybe just once or twice that | 25 A 1amthe managing pariner of the fim.
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MATTHEW JONES
Page 14 Page 15 g
1 Q The managing pariner? 1 MS. IBARRA: Centify the question; not a
2 A Yes. 2 proper objection.
3 Q  And what are your duties with regard to 3 Q (Ms, Ibarra) Have you ever tried a case,
4 being a managing partoer? 4 My, Jones?
5 MR. KIRBY: We're not getting info that, 5 A No,
6 Don't answer that, 6 Q Have you ever saf any type of chair with
7 MS. IBARRA: Certify the question, 7 regard to litigation?
8 please. I'm sorry, your objection was? 8 A Tdon't think so.
9 MR. KIRBY: My objeclion is it's not g Q Have you cver participated in the
10 relevant Lo this deposition. 10 representation of a client who, ultimately, resulted
i1 MS, IBARRA: That's not one of the 11 in litigation?
12 objections appropriate for a Texas deposition. 12 A Yes.
13 MR. KIRBY: Itis. 13 Q Olkay. Tell me about those eascs,
14 MS, IBARRA: Centify the question, 14 MR, KIRBY: We're nof getting into that,
15 please, 15 MS. IBARRA: Certify the question.
16 Q (Ms, Ibarra) How long have you heen an 16 Q (Ms. Ibarra) What expericnee do you have
i7 attorney, Mz, Jones? 17 with regard to litigation, Mr, Jones?
i8 A 19 years, 18 A Hcomesup as a routine part of my
19 Q Have you ever worked at any other firm? 19 practice, and that I have lots of clients, they end
20 A Thavenot, 20 up in litigation. There's aspects of litigation that
21 Q  With regard to hierarchy, ave you considered 23 this firm handles that have fransactional issues
22 the highest attorney in the firny, or is there an 22 involved that I'll be involved in at that level.
23 attorney who has been here longer and -- 23 Q Arcyou considercd an experf in any area of
24 MR, KIRBY: We're not getfing into that, 24 law?
25 not relevant. : 25 A By whom?
Page 16 Page 17
1 Q IHave you been retained as an expert in any 1 reorganizations, things like that, that aren't
2 Cases -- 2 neeessarily transactional, so [ just say business law
3 A TNo. 3 probably is the best thing to say; bui at the same
4 Q - with regard to your expertise? You've 1 time, I do wills for mom and pops and little things
5 never served as an expert witness? 5 to represent individuals, too, so we generally refer
6 A Not that I can ever recalt. 6 to that as transactional. That's what | do.
? Q  With regard to your professional experience, ? Q  Are you predominantly a commercial attorney?
] how would you appertion the percentage of your work 8 A Yes.
9 at this firm, in terms of -- I think you said 9 Q With regard to your asseciation with Knapp
10 business law, fransactional law, contract work, as 1¢ Medical Center, is the work you did with regard to
11 well? 11 the acquisifion of Knapp Medical Center your fivst
12 A Yes, 12 work with Knapp Medicat Center?
i3 Q@ Okay. How wounld you apportion that, with 13 A Yes,
14 regard to perceniages? 14 Q IIad any --
15 A Hundred percent. 15 A Well our work started before that. Really,
16 Q Iunderstand, Butif you could break it 16 it's part of the -- with Knapp -- in the overall
17 down further. 17 transaction, going back to the UHS transaction, we
18 A Inwhat categories? 18 became involved at that stage.
12 Q Transactional work, How mueh percentage of 19 Q Okay. Has any other member of your firm
20 your work is transactional? 20 represented Knapp Medical Center?
21 A 1just said a hundred percent of it. 21 A Trior to this, you mean?
22 Q Okay. 22 Q At any time, for other tfransactions or
23 A When it relates to -- it may not just be -- 23 lavwsuits?
24 1 mean, we usc the term transactional, but there's a 24 A Our firm is representing them in that; not
25 tot of business issues that come up, corporate 25 just me, but our entire firm has been representing
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MAPTHEW JONES
Page 18 Page 19
1 them in that. 1 A Ne.
2 Q  When did that begin? 2 Q Okay. Is there anybody else inn this list,
3 A Somewhere in the beginning of 200 -- or 3 you've identified one, two, three, four, five, six --
4 2012, 4 atleast five partners that have done work, Are
5 Q Okay, What members of your firm, including 5 tliere any other partners you can think of that have
6 associates, have done work for Knapp Medieal Center 6 done work for IKKnapp Medical Center in some capacity?
1 since 20127 7 A Not that I can recalf right now.
8 A Litigation and transactional, or just -- 8 ) How about assoc --
9 Q  Yes, sir. Anybody who has presented any 9 A We have general discussions, oceasionally,
10 representation on behalf of Knapp Medieal Center by 10 here and there, Somebody may have stepped into one,
11 this firm? 1t but nothing that -- no significant amount of work
12 A Myself, Mr. Kirby, here, Bob Galligan, Gene 12 that T can think of by any of the other pariners,
13 Vaughn, Paola Guerrero. 1 can't think of who ¢lse 13 Q  Are these cases discussed at partners
14 would have. 14 meefings?
15 Q Isee Anita Lozano on some of the documents. 15 A No, net normally.
16 A Oh, yeah, Anita did help in one aspect of 16 Q T'msory?
17 the transaction at the beginning. 17 A Notnomally.
18 Q  Are these all partners? 18 Q Ifyou have -- has it been the practice of
19 A Paola Guerrero is not. 19 tlie partrers at times to discuss certain cases at
20 @ Okay. How many partacrs do you have af this 20 partners meetings?
21 firm? 21 A No.
22 A Nine. 22 Q Atany time was the Knapp Medical Center
23 Q Tsit fair to say that at sometime or other 23 transaction sale o Prime discussed af a partners
24 all of the paréners in this firm have done work for 24 meeting?
25 Knapp Medical Center? 25 A No.
Page 20 Page 21
1 Q Okay. 1 Medical Center matter for that Hmited purpose,
2 A Not that T can recali, 2 only --
3 Q Okay. 3 MR. KIRBY: Objection, form.
4 A Wedon't have a lot of pariners mectings, by 4 Q (Ms, Ibarra} 1'll rephrase it. Are there
5 the way, so -- 5 any -- is it possible then that an associate can be
6 Q  All vight. What about asseciates? How many 6 assigned to do a assignment, a single assignment say
7 associates do you have at the firm? 1 on a Knapp Medical Center matter, and that be the
8 A Six. 8 limit of his involvement?
9 Q  Aud of those associates, who - ] MR, KIRBY: Objeetion, form.
190 A Maybe five right now; actoally, just five. 10 Q  (Ms. Ibarra) You can answer,
i1 Q Okay. Of those associates, who has worked, 1t A Bob can get any attorney, any associate in
12 to your knowledge, on any of the Knapp Medical Center 12 the firm to do a project any time he wants, pretiy
13 maiters? 13 ntuch, so -- we don't have lines drawn between what
14 A Paola Guerrero. 14 can be done. We use whoever we think is most helpful
15 Q  Who are the assoeintes that work for Bob 15 and able to help at that particular point in time.
16 Galligan? 16 Q Areyou--
17 A Any associate can be used by any partner at 17 A So, yes, he could use any of them.
18 any point in {ime, so I'm sure Bob has probably used 18 Q TIapologize. Has Greg Keri worked on any
19 most of them at one peint or another; although, we 19 matters for Knapp that you're aware of?
20 have a new associate who just started who isa 20 A Not that I can think of.
21 transactional attomney, so she -- he woulds't have 21 Q Isit possible that My, Galligan would
22 used her, but the other associates -- well, no, Cindy 22 have him at his availability to do some work on the
23 -- gven then, he probably worked with Cindy some, 23 file -
24 Q  Sois it possible then that an associate may 24 MR. KIRBY: Objection --
25 have done a specific assignment with regarding Knapp 25 Q  (Ms, Ibarra) -- that you didn't know about?

B B e B T S TS

6 (Pages 18
631-1024

T R B N R

to 21)

|



MATTHEW JONES

Page 22 Page 23
1 MR, KIRBY: Objection, form, 1 MS. IBARRA: Ceitify the question,
2 A Fthink ] just answered thet, Yes, Bob can 2 please.
3 ask any associate in the firm to work on any case he 3 Q (Ms, Ibarra) ITave you ever represented .
4 wants at any time, 4 Michael Jones in any litigation or other legal
5 Q (Ms. Ibarra) Mr. Jones, gencrally, you said 5 matter?
) you represent commtercial clients? 6 MR, KIRBY: We're nof getting into that,
7 A Uh-huh, 7 A Tthink he just told me not to answer that
8 Q Do you vepresent any family members? 8 question, so I'm not going to.
9 A Of commercial clients or -- 9 MS. IBARRA: Are you instructing him not
19 Q No, have you ever represented personably any 10 to answer this?
11 family members -- 11 MR. KIRBY: Yes.
12 A My own family members? 12 MS. IBARRA.: Cerlify the question. May
13 Q Yes,sir, 13 we just have a running objeetion that if you're gonna
14 A Yes, 14 claim an objection -- 'l just -- T'll just certify
15 Q Okay. And who would that be? 15 it each time.
16 MR, KIRBY: We're not getting into that, 16 MR. KIRBY: Idon't think it's necessary
17 That's not relevant, 17 to certify questions anymore, but --
18 MS. IBARRA: Itis. i8 MS. IBARRA: No, I don't think so,
19 Q  (Ms. Ibarra) P'm asking, specificalty, 19 either, but just in case that the court prefers I do,
20 whether yow've ever represented -- 20 I'm gonna be sure the record is clear.
21 MR. KIRBY: Well, he's not answering it, 21 MR, KIRBY: Il agree you don't have to
22 80 == 22 certify it, if that's what you're asking for. I
23 MS. IBARRA: Are you instructing him not 23 think that's the law.
24 to answer? 24 Q (Ms. Ibarra) Have you discussed the Knapp
25 MR.KIRBY: Yeah, 25 Medical Center, Prime, Valley Baptist, or Unifed
Page 24 Page 25
1 fransactions or potential transactions with any 1 MS. IBARRA: Certify that question.
2 mentbers of your family? 2 Q (Ms. Ibarra) Are you refusing o answer on
3 A Ne. 3 advice of your attorney?
4 Q Have you relied upon any associates, other 4 A Tam.
5 than Paola and Anita Lozano to assist you with regard 5 Q  When you had those discussions with Mr,
6 to transaction between Prime and Knapp Medical 6 Gatligan, was it during the pendency of the
7 Center? 7 transaction, that is before the transaction was
8 A Yes, Gene Vaughn, 8 constummated?
9 Q  Areany of these attorneys that have g A Yes,
10 assisted you, whetler they be partners or associates, 10 Q When did you first beconie invelved in the
11 board certified in any avea? 11 Knapp Medical Center ¢ransaction? Who hiregd you?
12 A No. 12 A The board.
13 Q Did Bob Galligan participate in the i3 Q  Who were you first contacted by?
14 transactional part of the sale between Prime 14 A Either John Lackey or Abraliam Tanus. 1
15 Healthicare and Knapp Medical Center? 15 can't remember at this point. May even have been
16 A No. ie them together.
17 Q Did you ever have conversation with Mr, 17 Q Prior to this contact, had yeu had any
i8 Galligan as to the circumstances or terms that came 18 dealings with Jim Summersett?
19 up in the transaction between Prime and Knapp Medical 19 A Where | represented Jim Summersett?
20 Center? 20 Q  Or had any relationship or personal
21 A Yes. 21 connection to Jim Suninersett?
22 Q Tell nte about those conversations. 22 A 1had had anotler client who had some
23 MR, KIRBY: Objection, We're not 23 questions for the hospital that [ assisted them in
24 answering that. That's work product, privileged, 24 asking, and Jim Summersett responded to those, and so
25 attorney/client privilege, 25 I had interact -- that's, basically, the extent of my

7 (Page
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Page 26 Page 27
1 interaction with Jim Summersett, prior to being i were proffered for the Valley Baptist transaction?
2 involved in this case. 2 A No.
3 Q At that fime, did you represent Kaapp or the 3 Q Have you had any communications af all or
4 other client? 4 undertaken any understanding with regard what Valley
5 A T did not represent Knapp. 5 Baptist had proposed as an offer to purchase Knapp
6 Q Okay, Do you know how it is that your firm 6 Medical Center?
7 started it's representation of Knapp Medical Center 7 A No
8 interests? You said it began in 20127 B Q Tell me about how you were approached to
9 A Yes. 9 address the United Healtheare -- the United Health
10 Q Do you have any idea how that relationship 10 transaction.
11 hegan? 11 MR, KIRBY: Objection, form. He's
12 A Yes, 12 already answered that,
i3 Q Can you tell me about that, pease? 13 Q  (Ms. Ibarra) What were you told with regard
14 A Yeah. The board members asked us to i4 the United Healtheare offer?
15 represent them, We've known and represented a number 15 MR. KIRBY: Objection, attorney/elient
16 of the board members in the past, so they knew who we 16 privilege, Don't answer,
17 were and the type of work we do. 17 Q  (Ms. Ibarra) Are you refusing to answer?
18 Q  Was the first case that you were asked to 18 A Pmrelusing fo answer.
19 represent Knapp Medieal Center associated with the 19 MS. IBARRA: Certify the question.
29 potential sale of the center? 20 Q (Ms, Ibarra) At the tinte that you were
21 A The UHS sale, as I'll refer to it, 21 retained to represent Knapp Medical Center's
22 Q Okay. Were you involved at ail in the 22 interest in the fransaction between United -- or the
23 Valley Baptist transaction? 23 proposed transaction between United and Knapp
24 A No. 24 Medical Center, had Knapp and United already put
25 Q Did you at any time review the terms that 25 fogether a -- a package, or was there any proposal
Page 28 Page 29
1 alveady on the fable by the time you came aboard? 1 Q  (Ms, Ibarra) Let's start with United
2 A Yes 2 Healtheare proposal and how it affected that,
3 Q Okay. 3 A My understanding, and my reading of the
4 A This was affer the anncuncements and after 4 restrictive covenant is that it restricts the
5 -- I already think | mentioned, it was in the 5 hospitat for being used as a nonprofit hospital, and
6 beginning of 2012, so I think ntost of the -- there 6 clearly --
7 had been disclosure of the transaction, et cefers, at 7 MR. KIRBY: Asa for-profit,
8 the end of 2011, if ' not mistaken, so -~ 8 A Yeah -~ no, it restricts that it must be
9 Q  What was your understanding with regard to 9 used, continue to be used, as a nonprofit. And so
10 the restrictive covenants and how they affected the 10 since UHS is a for-profit, that violated the H
11 United Health transaction? 11 restriction,
12 MR. KIRBY: I'm gonna object to that, 12 Q (Ms, Ibarra) That was in, you said, close
13 attorney/client privilege, work product privilege, i3 to the end of 20127
14 Don't answer, 14 A No, this is the beginning of 2012.
15 MS. IBARRA: I'm asking him what his 15 Q Beginning, okay.
16 understanding is on a legal basis, as an attorney, 16 A While the UHS transaction was still a
i? what his understanding is regarding restrictive 17 possibility.
18 covenants. 18 Q Were you involved in the offer made to the
19 MR. KIRBY: He hasi't been designated as 19 city council to purchase the -~ essentially purchase
20 an expert to testify about that, and, frankly, there 20 the restrictive covenant, so that the restrictive
21 is no expert that could testify about that. But I'll 21 covenant woulid not be enforced?
22 let you answer that. Go ahead. 22 A Yes, I was; to pay for the release of the
23 A My understanding about restrictive 23 restrictive covenant is the way | would couch that,
24 covenants, in general, or the one that applies to the 24 but, yes, I was involved in making that offer.
25 hospital? 25 Q  Was that your idea?
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MATTHEW JONES
Page 30 Page 31
1 A Tdon't know if it was mine. Not really. 1 A Tthink everybody on our side clearly
2 No, that wasn't my idea, 2 thought that was one of the only options we had left
3 Q Now you didn't make that presentation to the 3 to preserve the transaction at that point, and that's
4 City, did you? You did not, specifically, make that 4 why they went to that length, was to give thatas a
5 offer, did you? 5 finat proposal to the City before the UHS transaclion
6 A There's aletter where that offer was made. & was squandered, in reality, by the eity commission.
7 Q  Buf you didn't sign that letter, did you? ? Q And who would be on our side, as you define
8 A No. 1 think that letter was signed by Bob 8 it?
2 Gatligan. 9 A On your side would be the cify commission.
1¢ Q  Whai was Mr, Bob Galligan's involvement with 10 Q No, on your side. You just said everybody
11 regard the offer to the City fo buy for five million i1 on our side, 1 would like to know who that is.
12 dollars the restrictive covenant releasing the 12 A Yes, the board of {rusfees and -- sorry --
13 obligation, nonprofit obligation? 13 the board of directors for Knapp, and Mr. Galligan
i4 MR, KIRBY: Objection, form, 14 and myself as legal counsel.
i5 A He signed the letter, Fmear, yes, he was 15 Q  Are you sware as to whether or not the City
16 involved in deafting it. 1 was part of that, as 16 actually had the latitude to make a resirietive
17 well. We were both working on the file at the same 17 covenant that affected the interest of the granfors?
18 time, 1think he drafted the letter, but he was 18 A To make or fo release.
19 aware of the offer, and, obviously, that came from 19 Q 1would like --
20 the direction of the board. 20 A There's atready 2 restrictive covenant in
21 Q  (Ms, Ibarra) Ditt he agree that that was an 21 place, so are you talking about them making a further
2z appropriate modality to fry to resolve the 22 restrictive covenant?
23 restrictive covenant? 23 Q No. I'm asking you whether or net you
24 A Absolutely. 24 researched and have an understanding as to whether or
25 Q Was heinvolved -- 25 not the City had the right to accept money in
Page 32 Page 33
1 exchange for releasing that covenant? 1 Q But you've been very specific that they
2 A No, I did not. 2 squandered an opportunity, Yet sitting here today,
3 Q Sodo you have any information or knowledge, 3 you can't tell me whether that opportunity was
4 sitting liere today, as to whether or not the City 4 realistic o1 not, can you?
5 even could accept five million dollars to release & 5 A Tcan tell you that they had the ability to
6 restrictive covenant that predated the curvent city 6 have the restrictive covenant released, and had they
7 council? 7 done that, even without the five millton dollars, it
8 A Tdon't 8 stifl was a great opportunity for the City that I
9 Q What did yon rely upon fo suggest that that g think they squandered, with or without the five
10 was an appropriate resclution for this matter? 10 miltion,
11 A Well, we made a varicty of offers to 11 Q Not looking at the five million, I would
12 arbitrate, to medinte, to discuss the great benefits 12 like to know what your basis of beticf is with regard
13 that would come out of the UHS transaction, and 13 that the City had the right to lift -- the
14 attempts fo sit down and have some sort of reasonable 14 resfrictive eovenant is not an arbitrary term, is it?
15 diseussion with the City about possibly how could it 15 If's commiifed to a deed document, isn't it?
16 be removed so we could preserve the value of the UHS 16 A That's correct, It would take a wrilten
17 teansaction, and they refused to ever really 17 recorded document by the Weslaco Hospital Authority, |
18 cooperate in any material respect, at all. So we 18 to release the restriction.
19 made that offer. They could have said, "No, we can't 19 Q  And who created that restriction?
20 do that, but we're willing to tatk to you, and here's 20 A The Weslaco Hospital Authority.
21 what we think we can do, or what we could do, here's 21 Q Okay. And the Weslfaco Hospital Authority
22 another altemative”, but they never did. So we made 22 didn't just pull that out of air, did they? Wasn't
23 an offer. Whether or not they could have legally 23 there a basis for them having created that
24 accepted it, that was their responsibility to 24 restriction?
25 determing, not ours, bitt they never responded, 25 MR, KIRBY: Objection, form,
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Page 34 Page 35
1 A Tthink you have to go back and ask the 1 waive if, but the request was made, and we thoughi
2 people who did it in 1987. 2 for good reason. The City chose not to do that.
3 Q (Ms, Ibarva) Di¢ you study the covenants 3 That's their choice, and they chose to do it, so they
4 with regard how they applied to the original charter 4 did.
5 for the ereation of Knapp Medical Center? 5 Q Andif the City is legally not permitted fo
6 A Charter? You're talking about their 6 lift that restriction, do you have any information
7 arlicles of incorporation? 7 for me at all that says that that's an incorrect
8 Q Talking about the charter, The space that g assumption on their part?
9 discusses what the intent was for this hospital when 9 A Thave never seen anything that would
10 it was creafed in 1962, 10 indicate that it was not legal. No one from the City
11 A [have not studied the 1962 charter, if 11 has ever indicated that to us in any way, shape or
i2 that's your questiot. 12 form, but if you've come to that conclusion on your
13 Q  Areyou-- ave you aware of what the 13 own, well, you could be right. Fm not gonna say
i4 articles of incorporation prior fo 1977 state with 14 that you're wrong, because [ have no idea.
15 regard to the charter or the purpose and mission of 15 Q You've not come to any legal analysis or
16 this hespital? 16 research that advises you sitting here today that
17 A No, but I think I'm pretly familiar with 17 they had the right to aceept your offer?
18 what it is. is A Clearly, T never felt the obligation to
19 Q Based on what? 19 research what the City could or couldn't have done.
20 A I've seen their -- their articles of 20 That was up to their legal counsel, and if their
21 incorporation had been amended many times and 21 legal counsel had chosen to advise us of that, then
22 restated, so I've seen the more recent versions of 22 they could have, but they didn't.
23 it, and I recognize, yes, it was intended to be a 23 Q What alternatives would you have come up
24 nonprofit hospital. Obviously, that's what the 24 with, bad you been so advised? Was there anything
25 intention was. There's no obligation of the City to 25 else, or was this your last proffer?
Page 36 Page 37
1 A That they -- that they legally couldn't 1 which you are involved, Prime Healthcare Foundation,
2 accept five million dollars, which is what you said 2 Incorporated, is a for-profit, isn't ie?
3 before, or that they legally coutdn't release the 3 A Prime -- which entity? Are you -- there's a
4 restrictive covenant because of some prohibition? 4 for-profit --
5 Q Let's be sure the record is clear. The five 5 Q Prime Healtheare --
6 million dollars is not what interested the City. The 6 A --and a nonprofit,
7 concern velates iere in this question and to the City 7 Q Prime Healtheare Services Foundation --
8 as to whether or not fhey had the legal vight to lift 8 Prime Healtheare Services, Incorporated --
9 or change a vestrictive covenant, If they had not 9 A Okay,
10 been legally permitted to restrain -- to remove that 10 Q - is s for-profit, correct?
i1 restrictive covenant, did you have any other ideas? 11 A Okay. Agreed.
12 MR. KIRBY: Objection, form. 12 Q Okay, Andif Prime Healthcare Systems,
13 A If they had no right to -- if they had no 13 Incorporated actually acquired Knapp Medieal Center,
14 legat ability to 1ift a restrictive covenant, which I 14 the restrictive covenant is still in place as of
15 think the restrictive covenant, itself, says that the 15 today, isn't it?
16 Hospital Authority can do it, but they also must get 16 MR. KIRBY: Objection. You're using the
17 the approval of the attorney general. So the 17 wrong names, and I know you wanft to ask your question
18 document, itself, speaks to that, Now if there's 18 about this, but you need (o use the correct name,
12 some other limitation beyond that and they just -- 19 That time you said Prime Healthcare Systems. Isit
20 legally, no way they could ever lift the restrictive 20 gonna be Prime Healtheare Services, Ine., or Prime
21 covenant, ever, well, then obviously, there's no way 21 Hesltheare Systems?
22 we could ask them to restrict it, and the UHS deal 22 MS. IBARRA: Which would you like me to
23 would be dead. 23 use?
24 Q (Ms. Ibarra) Andif Prime Healtheare is 24 MR. KIRBY: [would like you to use the
25 determined to be the acquiring entity in transaction 25 correct one.
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Page 38 Page 39

1 MS. IBARRA: And that is? 1 your question, I'm gonna give you both answers.

2 MR. KIRBY: I believe it's Services, 2 First is no, If they had become the -- the sole

3 MS. IBARRA: Systems, but Services will 3 cotporate member of Knapp Medical Center, Inc., that

4 work, 4 would not have violated the restrictive covenant.

b Q (Ms, Ibarra) Let's just refer to it is 5 They didn't. The foundation did, but merely by -- if

6 PHSI a nomenclature you've familiar with? 6 it rad been Prime -- if' it had been Prime, for-

7 A Well, there's also a PHSI Foundation. So 7 profit, that it acquired the membesship interest in

8 why don't we just call one Prime and the other one 8 Knapp Medical Center, as opposed to Prime Foundation,

9 Prime Foundation. 2 my opinion is that that would not have violated the
10 Q Thank you, Prime Foundation is a -- is the 10 restrictive covenant in any way, because Knapp
11 not-for-profit, correct? 11 Medical Center is stifl a nonprofit hospital. 1t's
12 A Correct. 12 the sanie corporation it was before, and it would
13 Q  And Prime -- Prime is a for-profit entity? 13 continue to be a nonprofit hospital in full
14 A Correct. 14 compliance with the resirictive covenant. Now you
15 Q Allright, And the restrictive covenants to 15 said acquire, so I'm not sure exactty what you meant.
16 date ave still in place, correct? 16 Now if you meant that if Prime Services acquired all
17 A Correct. 17 of the assets of -- if Prime, for-profit, acquired
18 Q  Andif a defermination was made that Prime 18 all of the assets of Knapp Medical Center and was
19 actually acquired the hospital, that would be in 19 eperating the hospital en its own, would that violate
20 violation of the restrictive covenands, correct? 20 it? Yes, 1 think that would violate it exactly the
21 MR, KIRBY: A defermination by who? 21 way the UHS transaction would have violated it. It
22 Q (Ms, Ibarra) Either the court or the 22 would have been a for-profit that owned and operated
23 attorney general? 23 the hospital.

24 A Well, Pll answer your question. I think 24 Q The IRS does not permit a foundation to be
25 you've actually asked -- there's two ways to answer 25 aequired by a for-profit entity, does it?
Page 40 Page 41

1 A IRS acquire -- 1 Knapp, Galligan and Jones, you, were behind this idea

2 Q Can a for-prefit acquire a not-for-profit? 2 of changing the restrictive covenant, How many times

3 A My understanding is that they can, but if 3 did you mect with the individual members of the

4 you're asking IRS questions, you need to ask a CPA or 4 boards of directors at Knapp to ascertain what their

5 atax lawyer. 1'm not sither of those. 5 wishes were s to changing the restrictive covenant?

6 Q So at any time when you were involved in 6 A Tdon't know that we've tatked about that

7 outlining and ultimately putting togethey this 7 yet. We tatked about the proposal, but what do you

8 transaction, did you do any research with regard IRS 8 mean by changing the restrictive covenant?

9 implications? 9 Q  You had mentioned that everybody on your
10 A No. Wasn't one of my roles in the 19 side, what you described as being the Knapp Medical
11 {ransaction, 11 board of directors, in addition to the two attorneys,
12 Q What was your role in the transaction? 1z you and Mr. Galligan, involved in the matter, were
13 MR, KIRBY: We're not gonna get into 13 behind the idea of approaching the city council with
14 that. 14 five million dollars to change the restrictive
15 MS. IBARRA: That's the seminal issue 15 covenant. Did [ say that correctly?

16 here today. 16 A Yes,

17 MR, KIRBY: Well, I mean, it's also work 17 Q Okay. And I'm asking you who were you

18 product and attorney/client privitege, so -- 1g dealing with with the board of directors to ascertain
19 MS. IBARRA: Cerily the question. 19 that that was something they were behind?

20 Q (Ms. Ibarra) Are you gonna take the advice 20 A The board of directors,

21 of your counsel and not answer? 21 Q Okay. And P'm asking you how many times did
22 A Yes. 22 you meef with the individual boards of directors -

23 Q  You said earlier that it was your group, or 23 members of the board of directors to ascertain

24 your -- T think you put it as -- that the involvement 24 witetlier that's really what they wanted?

25 was the board of direct -- the board of directors of 25 A Interms of how many board meetings did [
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Page 42 Page 43
1 attend? 1 MS. IBARRA: Actually, it is.
2 Q How many members did you meet with 2 Q  (Ms. Ibarra) Let me - let me ask you a
3 individually to ascertain their understanding of 3 different way then if you're going to -
4 that effort to secure a change in the restrictive 4 MS, IBARRA: Again, we'll certify the
5 covenants? 5 question.
6 A Tdon't remember meeting with individual 6 Q  (Ms. Ibarra) But what I'm asking you, sir,
i board members to discuss that. I remember discussing 7 is why weve you -- what information were you provided
8 it at board meetings. 8 -- o1 were you provided any information with regard
9 Q Who ¢id you principally deal with with E why Knapp MedEcal Center would be sold?
10 regard to the Knapp Medical Center board of 10 MR, KIRBY: I objeet to that question,
11 dircctors? 11 atiorney/elient privilege, work product, den't
12 A Primary contacts would be John Lackey and 12 answer if,
13 Abraham Tanus, but 1 answered questions and dealt 13 MS, IBARRA: Ceitify the question.
14 with afl the board members. 14 Q (Ms. Ibarra) Did you have any individual
15 Q Now at the time that the -- the discussions 15 discussions with Mr, Summersett as (o why the
16 began with regard to the sale of Knapp Medical 16 hospital needed to be sold?
17 Center, why was Knapp being sold? 17 MR, KIRBY: Don't answer that question;
is MR, KIRBY: T'll olxject to that 18 attorney/clent privilege, work product privitege.
19 question, His answer would be atterney/client 19 MS. IBARRA: Certify the question.
20 privilege and work preduct. 20 Q (Ms. Ibarra) At the time that you were
21 MS. IBARRA: Actually, it's out in the 21 retained to begin putting fogetlier this trausaction
22 public domain. 22 or comptlete the United transaction, were you aware of
23 Q  (Ms. Ibarra) I'm asking you, sir -~ 23 the finauelal value and stability of Knapp Medieal
24 MR, KIRBY: Yeah, but not from him it's 24 Center?
25 not, 25 MR, KIRBY: Don’t answer that question;
Page 44 Page 45
1 attorney/client privilege, work product. 1 clients, whether employees, whether board members,
2 MS, IBARRA: Tell ine where that comes 2 whether anybody else, If ihere's other people that
3 from with regard to privilege, 1 don't understand. 3 you could answer it to, then you could answer if, but
9 MR. KIRBY: Because the information -- 4 not anyone that would refate to any of your clients.
5 any information he would liave obtained from his 5 A T've been approached. Sure, F've had a few
6 client, factual information, without regard even to 6 people ask me about the transaction, or if -- you
7 the subject matter, would have been used in the 7 know, what my thouglits were about, or made conuments
8 rendition of legal services. 8 about it.
2 MS, IBARRA: Cerify the question, 9 Q (Ms, Ibarra) What were those contnents that
10 MR. KIRBY: Simple as thai. 10 were made to you?
11 MS. IBARRA: Ceriify the question. 1t A What's going on with thie hospital?
12 Q  (Ms. Ibarra) Were you asked whether or not 12 Q Did anybody ever express to you any distaste
13 the teans -- any transaction selling Knapp Medieal 13 for the sale of the hospital?
14 Center was in the best interest of this community? 14 A Not really. Mainly people were confused.
15 MR, KIRBY: Objection, don't answer it} 15 Q  And what did you tell them when they ashked
16 attorney/client privilege. i6 you as to — asked you about that, sale of the
17 Q (Ms. Tbarra} I'm not asking what your i7 hospital?
18 clients told you. 18 A Toid them T thought the board was doing a
19 MR. KIRBY: Work product privilege. i9 great thing.
20 Q (Ms. Ibarra) Have youn ever been approached 20 Q Okay, Andwhen you told them that, did you
21 and asked by anyone o this community or surreunding 21 give them any additional information as to why you
z2 areas or otherwise, as to why Knapp needed to be 22 held such belief?
23 sold? 23 A Of course not.
24 MR. KIRBY: Don't auswer that as to any 24 Q Did you cver get any questions with regard
25 person who would be -- could be affiliated with your 25 how muclh Knapp was being sold for?
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Page 46 Page 47
1 A Tdon't know. T they would have asked me, 1 A Was going on the beginning of 2012,
2 T wouldn't have told them until everything was made 2 Q At that time, you were also engaged in
3 public. 3 transactional discussions with Prime, weren't you?
4 Q  Which is a good question. Why is it that 4 MR, KIRBY: Don't answer that,
5 the public was not made aware of the sale of this 5 A Don't believe I can answer that.
6 hospital until after -- [ MR.KIRBY: Yeah. I's work product,
7 MR. KIRBY: We're nof-- don’t answer 7 attomey/client,
8 that, It's attorney/client privilege, work product. 8 Q (Ms, Ibarra) Let's just get to the
g MS., IBARRA: Certify the question. 9 documents that address that question, Do you recall
10 Q (Ms. Ibarra) Did you have any discussions 10 the first time that you spoke with any representative
11 with regard - any city commissioners with regard the 11 of Prime with regard to the potential acquisition of
12 sale of this hospital either to United or fo Prime -- 12 Kuapp Medical Center?
13 Prime Foundation? 13 A Yes, Now I don't remember an exact date,
14 A Did1 directly speak to any city 14 but I know, generally, when that was.
15 conunissioners? 15 QG  And thaf date, that approximate {ime was
16 Q Correet, is when?
17 A Mot that | can remember, 17 A 1would say probably in tire September,
18 Q How about indirectly, other than through the 18 Qctober of 2012 time frame.
19 letfer you mentioned earlier with Bob Galligan? 19 Q Do you reeall a presentation being made in
20 A No. 20 2011 by Prime to the board of directors?
21 Q Okay. The United transaction was going on 21 A No. I wasi’t representing the hospital at
22 in 2012, correct? 22 that point in time,
23 A The United transaction was going -- the UHS 23 Q Have you scen any documents, including a
24 transaction? 24 PowerPoind, that document that Prime had
25 Q Correct, 25 comumunications with the boeard of directors prior to
Page 48 Page 49
1 your invelvement? 1 that letter?
2 A Only tirough the discovery process in this 2 A You want to know who sent it?
3 case have [ seen that. 3 Q Twant to know who sent i, yes,
4 Q  As of the time you became Involved in this 4 A Yes, Seale & Associates. It's right there
3 case in 2012, were you aware that Prime was alveady 5 on the letterhead. Ig
6 in discussions with the Knapp Medieal Center hoard of 6 Q Whois that?
7 directors with regard to its possible acguisition? 7 A They are an MNA firm, apparently out of
8 MR. KIRBY: Objection. Den't answer 8 Virginia.
9 that. I would be attorney/client privilege, work 9 Q Ilave you worked with them before?
10 product, 10 A Pve not worked on -- T know who they are,
11 MS. IBARRA: I'!m just asking him what he 11 but I've never worked with them direetly until this
12 was aware of at the time he became involved. 12 case,
13 MR. KIRBY: That's correct, and that 13 Q Did you hire them for this case?
14 information would have comte from his clients, so he 14 A Fdidnot.
15 can't answer it, 15 Q  Whe did?
16 MS. IBARRA: Let's start with Exhibit 16 A The board of trustecs, board of directors.
17 i1, 17 Q Okay. Do you know, specifically, who
18 Q {Ms. Ibarra) Sir, thisis a document that 18 contacted them?
19 your firm provided, dated June the 7th, 2012, 1t's 19 A Thave no idea.
20 an indication of interest leiter sent on belialf of 20 Q Are they attorneys or bankers?
21 Knapp Medical Center to Prinie Healtheare Services, 21 MR. KIRBY: Are you asking about Seale &
22 MS. IBARRA: I'm gonna go ahead and mark 22 Associates?
23 this as Exhibit Ne. [. 23 MS. IBARRA: Tam.
24 (Exhibit No. } was marked.} 24 A Neither, that P aware of. They're merger
25 Q  {Ms. Iharra) Sir, can you teil me who sent 25 and acquisition guys. They're high level brokers
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Page 50 Page 51
1 that put really huge deals together. That's what 1 Tetter?
2 they do. 2 A June T, 2012.
3 Q  (Ms. Ibarra) What I'm trying to understand 3 Q And you were -- at that time, you were still
4 is in working with Seale & Associates, did the board 4 engaged in negotiations with United; isn't that
5 of dircetors rely upon their advice, or just did they 5 correct?
6 -- what did they seck the association for? 6 MR. KIRBY: Don't answer that, That
7 MR. KIRBY: I'm gonna object fo that. 7 would be attorney/elient, work product,
€ You're only basis for answering would be 8 MS, IBARRA: Certify the question.
9 attorney/client privilege, work product, if you 9 Q  (Ms. Ibarra) Who is the letter addressed
10 could answer, Really, that's -- looks o be 10 fo?
11 speculation, but -- don't answer, 11 A Lex Reddy.
12 Q  (Ms. lbarra) Did you directly work with 12 Q And that is a letter of interest; isn'f that
13 Seale & Associates on this matter? 13 correct?
14 A Yes. 14 A Depends on what you call a letter of
15 Q What were they doing with regard the work on 15 interest. Sometimes they say that on top of them, or
16 this matter? 16 they'll say letter of infent, if that's what there
17 MR. KIRBY: Object te that question, 17 is, but --
18 Tliat's attorney/elient, work product privilege. 18 Q Okay, Well, perhaps you can adyise me as to
19 They were an agent of Knapp Medical Center working on 19 what your firm called it. {t's on the first page of
20 this, and thus the communications with thein would, 20 that document,
21 likewise, be priviteged. 21 A Astowhat?
22 Q  (Ms. Ibarra) What is the date of - 22 Q It's on the first page of the document. Not
23 MS. IBARRA: And certify the question, 23 the actual letfer, but the page before.
24 please. 24 A O, it said this is your indication of
25 Q (Ms. Ibarra) What is the date of that 25 interest, so we call it an indication of inferest
H]
Page 52 Page 53
1 letter, 1 making an acquisition or enter into a transaction,
2 Q Okay. You would agree with me that that is 2 you have 1o address tite following statements, an
3 a letter sent by an agent of Knapp Medical Center 3 intention to purchase, the valuation in dollars,
4 soliciting or at least advising Knapp of their 4 outline of the transaction structure, post
5 interest and having Knapp make a bid -- I nrean Prime 5 transaction plans, commitment to invest at least four
6 make a bid? Sorry, Prime make a bid. 6 million dollars in capitat expenditures. So outlines
7 A Yeah, you had that wrong. It's not -- yes, 7 of things that the board would have required of any
g it's -- 8 transaction, any possible suitor would have to ;
9 Q Let me reask the question, It was poorly 2 fulfill those requirements and so -- in their
10 worded, Is that letter a letter soliciting a 10 proposal, and se il's inviting them to do that on
11 proposal or suggest or asking if there's an interest 11 those -- under those tenns,
12 by Prime in acquiring Inapp Medical Center? 12 Q (Ms, Ibarra) Okay. I'm gonaa have you put
13 A T'll have to reread it right now. [ dide't 13 that aside for a moment, We'll go back to it.
14 draft it and T didn't sign it. So it's somebody 14 {Exhibit No. 2 was marked.)
15 else's fetter. Do you want me to read it? 15 Q@  (Ms. Ibarra) I'm gonna show you now what's
16 Q I it's necessary for you to answer my 16 been marked as Exhibit 2, This is the Exhibit 9 to
17 question. 17 the production, 1abeled, presentation to the board of
18 A Typically, an indication of interest letter, 18 directors of Knapp Medical Center, dated August the
19 which I think is what this one is doing, is inviting 19 17th, 2011, that your firm produced in response fo
20 somebody to make a proposal, and so [ think that's 20 discovery. Can you tell me what that document is?
21 what this is doing. 21 A Tt's a presentation to the board of
22 MR.KIRBY: Just go ahead and read it, 22 directors. IU's a PowerPoint,
23 A Okay, Soil's giving -- addressed, says if 23 Q Can you tell me who made the presentation?
24 you -- your indicalion of inferest, if you want o 24 A This is by Prime Healthcare Services.
25 send -~ if you want to show that you're interested in 25 Q Thatis the for-profit entity of Prime?
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Page 54 Page 55
1 A That's correct, 1 MR, KIRBY: You can always assume if
2 Q Andit's dated August 17th, 20517 2 Tie's nof answering he's refusing,
3 A Yes, that's right. 3 MS. IBARRA: I'm making my record,
4 Q Soabout -- it's actually some 11 months 4 please.
5 prior to the solicitation or request for a -- to see 5 Q (Ms. Ibarra) Are you refusing to answer?
6 if there was an interest by Prime, by Seale & 2 MR, KIRBY: If ke dida't answer, he
7 Associates? 7 didi'{ answer,
8 A Right. 8 Q {Ms. Ibarra} Are you refusing to answer the
9 Q Do you have any understanding as to why 9 question based on the advice of your counsel?
10 there was previousiy an approach by Prime in 2011 10 A Tamrefusing o answer, I would like o
11 that thien resulted -- or that either did not get 11 answer, because I would like to give you the
12 consunmmated, or somehow resulted in Seale soliciting 12 explanations, but unfortunately, I'm not -- for you
13 an interest from Prime? 13 1'm not geing to violate any attorney/client
14 MR. KIRBY: Object to that. That's 14 privilege or my obligations and ethical duties to my
15 attorney/ctient privilege, work preduct; don't 15 clients just because you want to know the
16 aAnswer, 16 information,
17 M3, IBARRA: Certify the question, 17 Q  Okay. Help me to understand who your
18 Q (Ms. Ibarra) Do you have any understanding 18 clients are. At the time that you made the
19 as fo what beeame of this presentation, or how Prime 19 transaction, who were your clients?
20 cante in to speak e the board of directors? 20 MR, KIRBY: What transaction?
21 MR, KIRBY: Objection, atiorney/elient 21 Q  (Ms. Ibarra) Atthe time that you
22 privilege, work praduct; don't answer, 22 consnmmated this transaction on behalf of Knapp
23 MS. IBARRA: Certify the question. 23 Medical Center selling Knapp Medical Center's
24 Q (Ms. Iharra) Are you refusing to answer 24 interest ta Prime Healtheare Systems Foundation, who
25 these questions on the basis of your attorney? 25 were your clients?
Page b6 Page 57
1 MR. KIRBY: So on January 2nd - 1 Center, inmy opinion.
2 MS. IBARRA: 1st, which was the final 2 Q  Was the board of directors' vofe necessary
3 date, or the date it became effective was January 3 to consummate this transaetion?
4 Ist, 2013, 4 A Sure.
5 Q (Ms, Ibarra) Who did you represent? 5 Q  Were you -« were you hired to provide them
6 A Atthat point in time, ] would have 6 advice as to whether or not that was in the best
7 represented Knapp Comtuunity Care Foundation, 7 interest of this community, or the best intercst of
8 Q  Okay. How about as of November the 20th, 8 fhe beard of directors to conduct this transaction?
9 2012, the day of the - net only the organizational 9 A No.
10 meeting, but the day that the KMC board of directors i0 MR. KIRBY: I would object to that.
11 met in your offices to discuss the transaction, who il Well, he answered, so --
12 did you represent? 12 Q (Ms. Ibarra} So you were not hived to
13 A Twould have represented Knapp Medical i3 provide an guidance or advice to the board of
14 Center and the Knapp Community Care Foundation. ig directors as to whether or not they should vote for
15 Q Did you represent the IKnapp Medical Center i5 this transaction?
16 beard of dircctors, as weil? 1% A No, ma'am. That's not my role.
17 A Onanindividual basis? They're not a 17 Q Okay. What was yoeur role?
18 separate entity, so I represented Knapp Medical 18 A Tmean, you're asking if I'm there to give
19 Center, and that was who [ represented at that point 19 advice to them as to how they should vote? No, my
20 in time. 20 job is to insure the transaction is done it
21 Q@ Okay. Butwere you also retained to provide 21 accordance with the terms they've agreed to.
22 assistance, guidance, legal counsel, to the members 22 Q Olkay. Did you negotiate any of the ferms?
23 of the board of directors? 23 A Sure
24 A Yes, and that's -- but my representation was 24 Q Okay. So you said the terms that they
25 not of them. My client would have been Knapp Medical 25 agreed fo. Were you given a Hst of terms that they
15 (Pages 54 to 57
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1 wanted, or did you proffer a suggested list of 1 A Cormect,

2 apprepriate ferms? 2 Q  Allright. This was at the same time that

3 MR, KIRBY: Object to that, 3 yout -- you were not involved yet, but the

4 attorney/client privilege, work product; don't 4 negotiations --

5 answer, 5 A No.

3 MS. IBARRA: He opened the door, 6 Q  -- at some point, either during this time or

7 MR. KIRBY: No. 7 after, United had made a proposal to Kuapp Medieal

8 MS, IBARRA; Certify the question. 8 Center; is that correct?

9 Q (Ms. Ibarra) With vegard your vole in that g A Right. Which had, obviousty, been accepted.
10 transaction, ls it your position -- o1 are you 16 Q Can you-- can you advise this court why the
11 testifying here today that at least some of the terms 11 Printe discussions were not revealed to the city
12 were of your ereation? 12 counetl, as were the United negotiations?

13 MR. KIRBY: Object to -- ebjection, 13 MR, KIRBY: QObjection, atforney/elient,
14 attorney/client, work product; don't answer. 14 work product; don't answer,
i5 MS. IBARRA: He's already answered. 15 Q (Ms. Ibarra) I'm asking you what you -- why
ig Q  (Ms, Ibarra) I just want to confirm that I 16 you did not discuss the Prime proposal with the board
11 understood what you said, 17 -- the ¢ity council?
i8 MR. KIRBY: Well, you have our vesponse, 18 MR, KIRBY: Objection, attorney/client,
is 50 move en, 19 work product; den't answer,
20 MS. IBARRA: Certify the question. I'll 20 MS. IBARRA: Certify the question.
21 handle my own deposition. Fhank you. 21 Q (Ms, Ibarra) So the peaple you represented
22 Q (Ms, Ibarra) So as of August the 17th, 22 prior to the constmmation of the transaction were
23 201, Prime, according fo this document, had -- at 23 solely Knapp, KCCF, and I presime the board of
24 least did a presentation to the board of directors, 24 directors with regard their responsibilities to KMC;
25 correct? 25 is that correct, not individually?
Page 60 Page 61

1 MR. KIRBY: Objectton, form. 1 vou're asking, we work with the board of directors,

2 A Tstill don't know where you're go -- | 2 and we have discussions over varions options, their

3 don't understand your question. [ think I've already 3 choice to choose. |don't tefl them what to de. 1

4 answered it two or three times, 4 give them what their legal options are.

5 Q  (Ms, Ibarra) Ithink you have. I just want 3 Q And in doing that, is it an obligation on

6 to elarify that I understand that you were 6 your part to find out, or at least be sure that there

7 representing KMC and KCCE? 7 is an understanding among the members of the board of

8 A Fve represented lots of entilies that have 8 directors as to what those opfions are and what they

g boards. When I give them advice, my opinion is that g woutd mean with regard the entity you're
io I'm giving advice and I'm representing the company, 10 representing?

ii not -- even though T may deal direcily with the board 11 MR. KIRBY: Objection, form. Itis--
12 of directors, they're not my clients. My client is 12 the question is so vague and hypothetical, I don't
13 {he organization, so that's what I'm trying to say. 13 know how you could answer if.

14 That's who T represented of those two entities. 1 14 Q  (Ms, Ibarra) You can fry,

15 did give advice, or I did work with and perform legal 15 A I'mmnot sure I get your point. Is it my

la services and coordination and talk to the board 16 obligation to explain to them every possible

17 members? Surg, that's who my point of contact is, 117 ramification of the decisions they may make? No. My
18 but that's -- they're not my individual clients, 18 job is to discuss with them the legal ramifications

19 Q  When you represent a board of divect -- T 19 of the things they can make.

20 irean, when you represent an endity that is governed 20 Q  Well, let's just take it one thing at a

21 by a board of directors, how do you ascertain what is 21 time, You're a {ransactional lawyer?

22 in the best interest of the entity? TIs it something 22 A Yep.

23 that you put together, or is it something where the 23 Q You represent entities?

24 board of dircctors tells you what they want? 24 A Uh-wuh.

25 A Asan attomey, typically, if that's what 25 Q Those cotities frequently are governed by a
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1 board of directors, more than one individual. i Gonzalez were my main contacts there.
2 A Okay. 2 Q Did you have any independent conversations
3 Q What do you do to ascertain that the members 3 with anyene at Prime, outside of the presence of
4 of the board of dircetors who will be voting on the 4 their counsel?
5 proposals that you present to them understand what 5 A No.
6 those proposals mean? 6 Q Did you proffer any advice to any
7 MR, KIRBY: I'm gonna ebjeet to the 7 representative or officer of Prime with regard fo
8 question. It's not relevant, He's answered already. 8 this transaction, prior to January 1st, 2013?
9 We're moving on, Don't answer. 9 A No.
10 MS. IBARRA: Certify the question. He 190 Q And why didn't you represent Prime in the
11 hasn't answered if. 1t's also not an appropriate i1 transaction?
12 objection. 1z A They had their own legal counsel.
13 Q (Ms, Ibarra) At the time that you completed 13 Q Would it have been a conflict for you to
i4 this transaction, January the 1st, 2013, did you 14 have represented both the buyer and seller in the
15 represent Prime Foundation? 15 aclion
16 A No. 1% MR, KIRBY: We're not getting info that,
17 Q Did you represent Prime Healtheare Services 17 Don't answer,
18 or Systems, Incorporated? 18 MS. IBARRA: Tell me what your objection
19 A No. 19 is.
20 Q  Did you represcnt any entity of Prime? 20 MR. KIRBY: It's not relevant. We're
21 A No. 21 not -- we're not getting into what conflicts are,
22 Q Who did? 22 MS, IBARRA: Cextify the question.
23 A They had general counsel, in house, and then 23 Q (Ms. Ibarra) Now who do you represent?
24 then they had oniside counsel, I can't remember the 24 With regard fo carrent litigation, who do you and
25 name of the finn now, bt Tom Hawk and Christina 25 your firm represent?
Page 064 Page 65
1 A All of tire defendants in your litigation, 1 issues with our clients,
2 Q Okay., Would that include the mentbers of the 2 MS. IBARRA: Certify that question.
3 board of directors? 3 Q (Ms, Ibarra) Do yeu have --
4 A Yes 4 MR, KIRBY: It's also attorney/client
5 Q  Would that inchuede Knapp Medical Center? 5 priviiege,
6 A Yes. 6 Q (Ms, Ibarra) Do you have the permission of
7 Q  Knapp Community Care Foundation? 7 your clients to represent Prime and Prime Foundation?
8 A Cormect. 8 MR, KIRBY: The permission of Prime?
9 Q Prime Healtheare Systems, Incorporated, or 9 MS. IBARRA: No.
10 Services, Incorporated? 19 Q (Ms. Ibarra) Have your other clients that
11 A Whatever -- 11 you first represented authorized -
12 Q Prime -~ Prime for-profit? 12 MR. KIRBY: We're not getting into that.
13 A Whatever their correct name is, that one. 13 BDon't answer, It's aftorney/client privilege,
14 The defendants in your lawsuit. 14 MS. IBARRA: Certify the question.
15 Q  And Prime not-for-profit? 15 That's an absolutely appropriate question.
16 A The defendanis in your lawsuit. 16 Q  (Ms, Ibarra) YWho was paying for the defense
17 Q  Aund these are the entities -~ the Prime 17 of the member of the board of directors?
18 entities are those that you did not represent in the 18 MR, KIRBY: We're nof getting into who
19 transaction? 19 is paying, either,
20 A Comect. 20 MS. IBARRA: The basis of your
21 Q Do you see any conflict with regard a 21 objection?
22 relationship now between the buyer and the seller in 22 MR. KIRBY: It's not relevamt,
23 your defense in this matter? 23 MS. IBARRA: Cerify the question,
24 MR, KIRBY: We're not getting into that, 24 MR, KIRBY: We haven't sought
25 Don't answer. It's not relevant, and it's our own 25 attomey’s fees, to my knowledge, so you're not
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1 entilled to know that. 1 was Mr, Galligan?

2 MS. IBARRA: Certify tiie question, 2 MR. KIRBY: Obhjection, form,

3 Q (Ms. Ibarra) Have any members of the board 3 A United Healtheare?

4 of directors advised you of thelr concerns with 4 Q (Ms, Ibarra) For United Healtheare?

5 regard to the transaction? 5 A Talready told you before, we weren't

6 MR. KIRBY; Don't answer that, It's 6 involved until that transaction had already been --

7 attorney/client privilege, work product, 7 the contract had been signed and it was in the public

8 Q (Ms. Ibarra} Do you currently represent the 8 domain, and the City was -~ they already had the

9 members of the board of directors? 9 restrictive covenant issue dealing with the City
i0 MR, KIRBY: In this lawsuit? 10 involved, so we were involved after that, Neither of
i1 MS. IBARRA: Yes. 1 us had any invelvement in that transaction.
iz A Inthis lawsuit? Yes. 12 Q Iunderstand. Lef me make my question
i3 Q  (Ms. Ibarra) Okay. Are you involved in the 13 cleaver, When your firm was hired -
14 litigation of this lawsuit? 14 A Right.
i5 A Tam. i5 Q  -- did they hire you, or did they hire Bob
16 Q Inwhat manner? ig Galligan?
17 A Providing support 1o the litigators. 17 A They hired our firm.
18 Q  And these would be My, Kivby and N 18 Q Okay. So you den't know -- or do you have
19 Galligan? 19 any information as to who they first contacted for
20 A Yes 20 refention? i
21 Q Anybody else involved in litigation of this 21 A Talready told you that. They contacted me,
22 matter? 22 Q That's what T aslced,
23 A Paola Guerrero. 23 MR, KIRBY: That's not what you asked,
24 Q  Were you retained specifically with regard 24 VIDEOGRAPHER: Off the record, end of
25 the putting together the transaction for United, or 25 tape 1. The time if 10:07.

Page 68 Page 69

1 (OFF THE RECORD)10;:07-10:15) 1 A T'veread the deed. I've read the

2 VIDEOGRAPHER: On the record, beginning 2 restriclive -~ the restrictions of the deed.

3 of fape 2. The time is 10:15. 3 Q  And that includes what?

4 Q (Ms, Ibarra) Mr. Jones, I want to 4 A Ddon't have it here. If you want to get it

5 understand something. You had mentioned eavlier you 5 ok, I'H be happy to reread it, but there's a - 1

6 don't have many partner meetings, You do have ofher 6 mean, it doesi't just say it can't be sold to a for-

7 types of meetings in this firny, though, that allow 7 profit. There's, obviously, more language in the

g you to get together witls the lawyers; isn't that 8 deed.

9 correet? 9 Q  And do you recall having vead that deed at
10 MR, KIRBY: We're not getting into our 10 the time that you were involved in the drafting of
11 firm’s meetings or when we meet. Don'f answer. 11 the fransactional documents?
12 MS. IBARRA: Centify the question, 12 A Yes,
13 MR. KIRBY: Ii's not relevant. 13 Q Did you apply the resirictive covenants as
14 Q  (Ms. Ibarra) What 1'm asking, Mrv. Jones, is 14 they -- and the other ferms of the deed when you were i
15 do you have opportunities where you can get updates i5 drafting the membership -- the membership transfer
i6 on cases firom your associates or partners? i6 acquisition documents?
17 MR, KIRBY: We're nof getting info that, 17 A No,
18 1t's not relevant; don't answer, i8 Q In other words, did you in any way rely upon
19 MS. IBARRA: An improper objection. 19 the deed restrictions or terms required in the deed
20 Q  (Ms. Tharra) You're not answering beeause 20 when you drafted the membership teansfer acquisition
21 your kawyer is telling you improperly not to answer, 21 document?
22 MS. IBARRA: Certify the question. 22 MR, KIRBY: Objection, attorney/client
23 Q (Ms. Ibarra) Are you aware of any other 23 privilege/werk product; don't answer,
24 restrietive covenands that applied to the sale, M 24 Q (Ms, Ibarra) Who drafted the membership
25 Jones, besides the it can’t be sold to a for-profit? 25 transfer agreement?
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1 A Me. 1 in drafting what became the final version of the
2 Q The entire document was drafted by you, 2 contract? Yes.
3 initially, or did King & Spalding draft it? 3 Q  Were you principally invelved? 1s it
4 MR, KIRBY: Objection, atforney/client, 4 principally your product?
5 work produet. 5 A 1 don't remember who took the first draft at
6 Q (Ms. Ibarra) Is King & Spalding your 6 it
ki client? 7 Q Okay. Tdos't eare about whe did the final
8 MR, KIRBY: Don’t answer. 8 -- the first draft, but 1 want to know the ultimate
9 Q (Ms, Ibarra) Is King & Spalding your 9 draft, You're familiar with that, correct?
10 client? 10 A Tam.
11 A No 1t Q Is that product principally or predominately
12 Q  So they would know whether or not that they 12 your product?
13 drafted the agreement, wouldn't they? 13 A As opposed to whose?
14 MR, KIRBY: Objection, form. That calis 14 Q King & Spalding's?
i5 for speculation, and also would be attorney/client, 15 A 1 don't know that I would say that, but i
16 work proguct; don't answer, 16 was exfensively worked on between the two parties,
17 MS. IBARRA: Objection, improper. I'm 17 and at the end of the day, I don't remember who -- 1
18 gonna respond that your objection is specious and 18 mean, we both had an extensive amount of
19 improper. Certify the question. 19 medifications that went into it.
20 Q  (Ms. Ibarra) Did you -- you just testified 20 Q Did you rely upon any prior acquisition
21 that you drafted the membership transfer agreement; 21 decuments, transfer documents, membership transfer,
22 is that correct? 22 assef transfer, or purchase agreements that had been
23 A Well, in a transaction fike this, any large 23 used in other hospital transactions acquired by
24 fransaction, there are multiple versions of the 24 Prime?
25 document that go back and forth. And was 1 involved 25 MR, KIRBY; Objection, atforney/client,
Page 72 Page 73
1 work product; don't answer. 1 priviteged information.
2 Q (Ms. Tharra) Just tell me who your 2 MS. IBARRA: Certify the question,
3 attorney/client is that has the privilege that Mr, 3 Q  {Ms, Ibarra) Areyou aware thereis alsoa
4 Kirby is now claiming? 4 restrietive covenant that affeets Knapp -- any
5 MR, KIRBY: Hc's not answering, 5 transfer of Knapp rclating to religious
6 MS. IBARRA: Mr. Kirby, T would like you 6 organizations?
7 for the record to explain to me your objection, 7 A Yes.
8 becauise you're claiming attorney/client privilege, 8 Q  And what would that be?
9 yet Prime is not his client, King & Spalding is not 9 A Hyou get the deed out, 'l be happy to
i0 his client, his client is not involved in other 10 rergad them with you, but I don't remember the exact
il membership transfer agreements regatding Prime. 11 language off the top of my head, but there is some
12 Your objection makes no sense, so I would like you to 12 language in there that talks about the religious
13 clarify it for me and for the record. 13 affiliations, whatever.
14 MR. KIRBY: Idon't have to do that. 14 Q  Okay, I'li give you the deed, Let me ask
i5 It's attorey/client, work product, and e doesn't 15 you this, What is yowr understanding with regard the
ie have fo answer, 16 existence of bonds at the time of the sale of Knapp
17 MS. IBARRA: Certify the question. It's 17 Medical Center?
18 improper, 18 MR, KIRBY: Object to--
19 Q (Ms, Ibarra) Did you have any forms or 19 Q (Ms Tharra) Andif you want o wait until
20 samples to vely upon when you drafted the -- or 20 I give you the deed, you're weleome to do that,
21 participated in the drafting the agreement that 21 MR, KIRBY: And I'm gonna object to that
22 predated the menbership transfer agreement that was 22 question, instruct him not to answer based on
23 signed and entered by January 1st, 20137 23 attorney/clent, work product privifege,
24 MR, KIRBY: Objection, den't answer, 24 MS. IBARRA: Okay. I'm gonna certify
25 That would be work product and attorney/client 25 fhe question, since this is not your client,
19 (Pages 70 to 73)

ACTION REPORTING / ({956) 631-1024



ACTION REPORTING /

(956)

MATTHEW JONES
Page 74 Page 75
1 {Exhibits No. 3 & 4 were marked.) 1 affect the bonds as il was structured.
2 Q (Ms. Ibarra) I'm gonna hand your attorney 2 Q  And the transaction didn't pay the bonds,
3 what's beent marked as Exhibit 3 and 4. Have you seen 3 cither, did it?
4 those documents before, My, Jones? 4 A No.
5 A Thave. 5 Q  Af tite time -~ let's look at it this way.
6 Q Did you rely upon those documents or involve 6 On December 31st, 2012, did the bonds change in value
ki any of those documents when you participated in the 7 the next day, January 1st, 2013, the effective date
8 drafting of the acquisition agreement with Prime? 8 of die membership transfer agreement?
9 A Tdidnot. e A Not that I'm aware of. I don't know why
10 Q How much -- did you study or do any research 10 they would have.
11 regarding the history or implications of those two 11 Q  So thie value of the bonds, which was what,
12 docuuments as it affected the transaction between 12 some 56 million doliars on Becember 31s¢, 2012 --
13 Prime and Knapp Medical Center? 13 A Right.
14 MR, KIRBY: I'll object tc that 14 Q  --was still an obligation of Knapp Medical
15 question, work product, aftorney/client privilege; 15 Center on January Ist, 2013 for that full amount?
18 don't answer, 16 A Yes, Well, you said the value, and to me --
17 MS. IBARRA: Certify the question. 17 Q The obligation?
18 Q (Ms, Ibarra) Do you have any understanding 18 A --the value of a bond as it's being traded,
1¢ as to how the bonds, if there were any bonds present 19 based upon your wording. But if yow're talking about
20 at the time of the fransaction, affected the sale of 20 the underbying obligation was the -- was there any
21 tire entity known as Knapp Medical Center? 21 payment made on the bonds pursuant to the
22 A Yes. 22 transaction? Mo, there wasn't.
23 Q  What is your understanding? 23 Q Were you also aware in the documents fn !
24 A My understanding is that there were bonds in 24 front of you that there Is a covenant which requires
25 place, and the transaction that took place did not 25 a duty to defend the covenants that are set forth in
}
Page 76 Page 77 g
1 those documents? 1 drafted or participated in the drafting, did you
2 A Tdor't know what you're referring to. 2 endeavor to comply with the restrictive covenants
3 Q Okay. You're aware there's restrictive 3 that were in place at the time that the transaction
4 covenants in those documents -- 4 was consummated?
5 A Uh-huh, 5 A My understanding is that the fransaction, as
6 Q .- that alfect any transfer of the interests 6 it was structured and as it was carried through and
7 of Knapp Medieal Center, correci? 7 closed, was in full compliance with the restrictive
8 A Righe. 8 covenant,
9 Q  Are you aware that those documents also 9 Q  Okay. That's your understanding. I'm
10 spealk to a duty to defend those covenants in the 190 asking you what you did to be sure that you were
11 excrcise of 4 fransactional sale of the property? 11 within the restrictive covenants when you drafted
12 A Thave no idea what you're talking about. 1 12 this acquisition agreement?
13 ntean, there's restrictive covenaats, and you comply 13 MR, KIRBY: You can't answes that,
14 with them, or you don't, Now some duty to defend 14 That's atterney/client privilege and work product,
15 beyond that, I've never seen that and I'm not aware 15 MS. IBARRA: Certify the question. i
16 of that here. Maybe it's there and I just didn't 16 Q (Ms, Ibarra) Do you have a partner by the
17 understand that. 17 name of Ivan Perez?
18 Q Certainly, you would not have engaged in a 18 A Yes, I do.
19 transaction that intentionally obstructed or failed 19 Q Is Mvr, Perez involved in any representation
20 to comply with fhe restrictive covenants that were in 20 regavding Inapp Medical Center?
21 place; isn't that correct? 21 A Tdon't think Mr. Perez has been involved,
22 MR. KIRBY: He didn't engage in any 22 but, again, as I said before, there are times that
23 transactions, so don't answer that, It's an 23 people play different roles or are involved in smafl
24 erroneocus question. 24 segments, or maybe we ask them a question or two
25 Q (Ms. Ibarra) Let's try again., Wien you 25 because it refates to some level of their expertise.
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1 Whether he's ever been involved in this case, not 1 A Not that I recall,
2 that Fm aware of, 2 Q Have you seen -- you know Mike Jones,
3 Q  Would Mvr. Perez have received any reports 3 correct? He's a relative?
4 for meetings or been advised as to the circumstances 4 A 1know my brother, Mike Jones.
5 of this retention, if he were asked to participate in ] Q Do you read his blog?
G this transaction? 6 A Never,
7 MR. KIRBY: We're not getting info that, 7 Q  Are you aware that he conducts a blog that
8 1¢'s nof relevant, It's attorney/client privilege 8 is rather disparaging as to both -~
a and werk preduct; don't answer., 9 MR. KIRBY: Go ahcad and finish your
10 MS. IBARRA: Certify the question. 10 question. T'm just telling him net {fo answer,
11 Q (Ms, Ibarra) Are you aware of any time that 11 Q (Ms. Ibarra) -- as to both this transaction
12 Mr, Perez spoke with any members of the city 12 and the city commissioners?
13 commissioners, or to UHS with regard to the Prime 13 MR, KIRBY: ' gonna object on the
14 trausaction? 14 basis that's not relevant; it's beyond the scope of
15 A Whether he's ever spoken to a city 15 this deposition; don't answer it,
le commissioner or not, 1 don't know. He knows a number 16 MS. IBARRA: And I'm gonna respond that
17 of them. Whether he ever spoke to anybody at UHS, 1 17 that's a completely inappropriate objection with
18 don't think he ever spoke to anybody at UHS, but 18 regard to the rules, and I'm gonna certify the
19 certainly nof to my knowledge. 19 question.
20 Q Okay. And I'm not inferested in if he has 20 Q (Ms. Ibarra) So you've not gonna answer as
21 generally spolien to city commissieners, Apparently, 21 to whether or not yon know what your own brother is
22 you have no knowledge as to whether or not he 22 doing? Can you tell -- okay. Is this firm directing
23 specifically spolie with any ef the city commissioners 23 or providing any information to Mike Jones with
24 regarding either the United transaction or the Prime 24 regard to either the sale, this transaction, this
25 transaction; is that correet? 25 litigation, or any issuc relating to Prime or Kuapp
Page 80 Page 81
1 Medical Center? 1 issued -- was involved in issuing the bonds in 2008,
2 A Absolutely not, 2 and his firm had continued as representing Knapp
3 Q Okay. To the extent -- yon're nof; is that 3 Medical Center with relation to the bond since that
4 correct? 4 time.
5 A DPmnot. 5 Q  Ckay. You spoke with bond counsel, What
& Q Olay. And you're not able fo speal as to 6 clse -- who ¢lse did you -- what sther due difigence
7 whether anybody else is, but it's your presumption 7 did you exercise with regard an understanding as to
8 they're not, correct? 8 the effect of the retention of the bonds by Knapp
9 A That's correct. 9 Medical Center after the sale?
10 Q Okay. Have you ever told Mike Jones not to 10 A Asyou've mentioned in your pleadings, one
11 engage in such negative publicity or blogging? 11 of the issues that's relevant to the bonds is the
12 MR, KIRBY: 1 object to that, It's 12 letter of credit that is there to support the bond
13 beyond the scope of this deposition, Nef relevant, 13 obligations of Kunapp Medical Center. So we also
14 we're nof gekting into it; don't answer. 14 involved Compass Bank, who is the issuer of the
15 Q (Ms, Ibarra) Areyou-- 15 letter of eredit, and they were involved in the
16 A I'mnot answering. 16 understanding how the transaction was taking place
17 MS. IBARRA: Certify tiie question. 17 and so that they would be assured that all their
18 Q (Ms, Ibarra} What did you do {o understand 18 covenants woukd continue o be -- that they were
19 what the bond allegations werve af the time of the 19 comfortable with the arrangement.
20 transaction? 20 Q Whe did you speak with at Compass Bank?
21 A Ispoke to bond counsel. 21 A Initially, Bob Norman, and then there were
22 Q And who was that? 22 others involved from Compass' side after that, and
23 A George Redriguez, I think. 23 P not -- | can't remember their names.
29 Q And did you hire Mr. Rodriguez? 24 Q Do you have any correspondence or
25 A Mr. Rodriguez was the bond counse! who 25 communications, documents, anything that documents

ACTION REPORTING /

(956)

631-1024




MATTHEW JONES

Page 82 Page 83
1 your communications with or agreements with Conpass 1 like they've always -- they've always been going to
2 Bank in support of this transaction? 2 be paid by Knapp Medical Center, and that's the way
3 A No, not that [ can remember, 3 they were before the transaction, and that's the way
4 Q Okay, Other than what you can remember, can 4 they are afler the ransaction.
5 you check in your file to see if there is such 5 Q Well, the letier -- the letter of
6 documentation, because I'm making vequest af this 6 protection, or the letter by Compass was signed in
7 time that it be produced? 7 2007; is that carrect?
8 MER. KIRBY: If you want tosend us a 8 A 1don't remember.
9 formal request for that, you ean send it and we'll 9 Q  Okay. Well, the bonds were taken out in
10 address it at that time, YWe're not gonna have him 10 2008, 1 believe, |
11 address it -- 11 A Eight.
12 MS. IBARRA: We have. H's actual -- 12 Q  So, possibly, the letter, or the letter from
13 MR. KIRBY: -- in a deposition. 13 Compass was signed or provided in 2008 to secure the
14 MS, IBARRA: It's actually part of our 14 bonds, correct?
15 request for production, so I'm leaving a space in the 15 A [think you had a copy of it, but I don't
16 deposition that I'm making & formal request that that 16 remember the date on it, but P'm assuming that
17 information be supplemented in cooperation with ovr 17 whether it's that one or there's renewals or
18 prior requests for production. 18 extensions or whatever else, that I'm sure that there
19 MR. KIRBY: Tdon't recall any such 19 was one in place in 2008, Whether it's the same one
20 request. We'll deal with it owtside the presence of 20 or it's been renewed or extended, 1 don't know.
21 -- putside this deposition, 21 Q  With regard to the extension, are you aware
22 Q  (Ms, Ibavra) Who <lid you telt Compass Bank 22 of éhe date that the bonds become due, as far as
23 was gonna pay the bonds? 23 formal payments? I'll represent to you {hat the [ast
24 A Tdon't remember the exact discussions, but 24 letter of extension is signed and provided that
25 the bonds are gonna be paid by Knapp Medical Center, 25 December 3rd, 2014 is the date of the most recent
Page 84 Page 85
1 extension. Daoes that sound correct to you? 1 my role. 1 mean, 1 was involved maybe in a couple of
2 A Pmonly aware -~ 2 more, but largely we were -- we dealt with them, and t
3 VIDEOGRAPHER: Off the record. 3 they -- Pt trying to say -- how to explain this
4 (Short Break) 4 cotrectly, So in terms of what it would fook like,
5 VIDEOGRAPHER: On the record. The time 5 Knapp would look like after the closing, that was
6 is 10:34. 6 dealt with by Prime, and Prime and Compass came to an
1 MS. IBARRA: I'm sorry, could you read 7 arrangement, which I was not part of those
8 back the question? I recall now. g discussions,
g Q (Ms, Ibarra) AsIsaid right before we had 9 Q Did you have any conversations with the bank
10 the tape problems, I had asked you if it seemed if 10 of Melon, New York?
11 the day of December 3rd, 2014 corroborated your 11 A Ican't remember.
12 understanding as to when the extension becones -- is 1z Q@ They're--
13 now over with regard to Compass Bank, at Ieast the 13 A There's some other -- yeah, there are some |
14 current extension. Does that sound correct to you? 14 otlier people thiat I think they're -- they may be
15 A That's nothing I've ever looked at before. 15 affiliated with George. | can't remember who else we
16 Q Okay., But you're aware that eertain 16 talked with.
17 extensions have been offered by Compass Bank with 17 Q George? Mr, Rodriguez?
18 regard to this lefter of protection? 18 A Yes,
i9 A I'mnot involved in dealing with Compass 19 Q But you have no rec —~ separate recollection
20 Bank. 20 of whether or not you had any conversations with the
21 Q  Okay. But you were invelved at the time of 21 trustee on these bonds with Bank of Melen; is that
22 the transaction, Were you the onc that undertook to 22 corvect?
23 speak with Mr, Nerman? 23 A Ithink they were involved in the process,
24 A | amanged communications, spoke to Mr, 24 also, or they were -- questions were raised 10 them.
25 Norman and then it became -- that was the extent of 25 1 can't remember afl the communications at this point
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1 in time. 1 obligor was not changed, it continued to be Knapp
2 Q Do you have any letters or communications in 2 Medical Center, and there was no transfer of assets
3 which flte trustee approved the sale of Knapp Medical 3 to Prime.
4 Center to Prime with the bend still in place? [ Q T'mnotsure. You said they approved it,
5 A Hwast't sold. Knapp Medical Center is 5 and your next sentence was you don’t know if they
6 still Knapp Medical Center, and the bonds are still 6 approved it because they didn't hiave to.
7 -- the entity didn't change. 7 A Tl say that my understanding is they
8 Q Let's try it again. Do you have any letters 8 canseated to if, and they were aware of i, and
9 of approval with regard to transfer of assefs, or the S nothing further was required.
10 entering into the membership transfer agreement to 10 Q Okay.
11 Prime Healthcare Systems/Services Foundation by Bank 1t {Exhibit No. 5 was marked.)
12 of Melon? 12 Q  (Ms TIbarra) Let's take a look at this
13 MR. KIRBY: Objection, form, 13 Exhibit 12, alse produced by counsel in response to
14 A Well, you said transfer of assets, There 14 discovery. This is labeled, Knapp Medical Center
15 was no trensfer of assets, but do 1 have an official 15 acquisition overview, Prime Healthcare Services,
16 letter from -- not that Fm aware of, 16 dated June 25th, 2012, which is, I believe, Exhibit H
17 Q (Ms. Ibarra) Did you receive any approval 17 5. And if you'll -- after your eounsel has a chance
18 from ¢he Bank of Melon with regard the transaction 18 to took at it, T would fike you to take a ook
19 between Prinie Healthcare Foundation, PHSF, and Knapp 1s beginning -- well, I've got a copy here. What is
20 Medical Center? 20 this decument, sir?
21 A Not that I can recall. My recollection is 21 A Its a PowerPoint presentation.
22 that they were aware of it, they were in favor of the 22 Q  It'slabeled Acquisition Overview, Were
23 transaction, they approved the transaction, but 1 23 these the terms that were being proposed te have
24 don't remember that they gave an official consent or 24 Prime for-profit acquire Knapp Medical Center in June
25 approval, because the bonds weren't changed, the 25 of 20127
Page B8 Page 8%
1 A Well, that's my understanding. 1 directors, correet?
2 Q  You were involved in these negotiations at 2 MR, KIRBY: Let me object to that. Your
3 that time, according to your testimony, weren'{ you? 3 answer would be attorney/client privilege, work
4 A No, that wasn't my testimony. 4 product privitege, so don't answer.
5 Q Olkay. Yousaid that you beeame involved 3 Q  (Ms. Ibarra) You already told me -
6 with regard fo the United and Prime acquisitions in 6 MS. IBARRA: Well, cetify the
7 beginning of 2012, covrect? 7 question.
8 A That's not what T said, What I said -- 8 Q  (Ms, Ibarra) I'm genna have you turn to
9 Q Okay. Let's clarify that. 9 what is labeled as KMC 678
10 A Okay. I'will be happy to. We were involved 16 A Okay.
11 in trying to see if we could salvage the UHS 11 Q The first [ine reads Prime Healtheare
12 transaction. That's when we first became involved, 12 Services -- this is the transaction structure --
13 which was the beginning of 2012, And so we were 13 acquires Knapp's assets comprising: Knapp Medical
14 involved in that aspect, dealing with the UHS 14 Center; the Knapp Surgery Center; Knapp Medical
15 transaction. 1 was not involved in anything dealing 15 Gronp; MVPA; FF&E Rental Properties and Conference
16 with Prime, which you asked me this already and I 16 Center. That was the proposal that those assets
17 told you I first became involved in September/October 17 would transfer to Prime Healthcare, correct?
18 is my recollection. 18 A According to this, yes.
12 Q DBut you're aware -- 19 Q Okay. Did you have an understanding that
20 A 0f2012, 20 Prime was going to acquire those assefs, at least in
21 Q OkKkay, 21 their first proposal? That was onc of the terms that
22 A Which is after this date. 22 cante up later, as well, didn't it, that Prime would
23 Q Okay. But you're aware that negofiations 23 acguire those assets?
24 had been ongoing while the United transaction was 24 A When I got involved, T wasi't working oft of
25 being discussed with Prime and the board of 25 this, but I can't remember how it was -- 1 know that
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1 there was discussion over the proper structuring or 1 was presented, that Knapp had certain financial

2 the best way to structure the transaction, so -- A income, assets, and investments, correct?

3 Q Okay, Well, we'll just go through each one 3 MR. KIRBY: I'm gonna object to that.

4 then, I think thaf might be the best way., Af least 4 That would -- attorney/client privilege, work

5 in this transaction structure, the for-profit 5 product; don’t answer,

6 proposed to acquire these assets out fron undeyr Knapp 6 MS. IBARRA: Certify the question,

7 Medical Center and directly own thent, correci? 7 Q  (Ms. Ibarra) Looking at this -- I'm gonna

8 A That's comrect. 8 represent to you that Knapp Medieal Center definitely

g Q Okay. And at that time, i¢ exctuded four 9 had cash and investments, whether or not you know
10 vacant lot and the Koapp Medical Center Foundation? 10 that as their attorney. Do you have ary information
11 A Right, 11 based on this transaction what was going to be done i
12 Q  Okay. And in consideration, Prime agreed to 12 with Knapp's maney at the time of the transfer? Did
13 retive the bonds; swap the obligation; and purchase 13 that -- was that Included with regard -- the transfer
14 the net working capital of the acquired assets at the 14 of the assefs? H says FF&E vental properties, I
15 time of close, correct? And that was tlre next page 15 conference center, and the tangible asscts,
16 KMC 679, Correet? ls MR. KIRBY: Are you asking kim about
11 A That's what this says, yes. 17 this --
18 Q Okay. 1g MS, IBARRA: T'm ask --
19 A I'mean, I wasn't -- as | said before, | 19 MR. KIRBY: --this exhibit, and what
20 wasn't invelved when this ~- in this aspect of if 20 they meant by what they were doing in it? 1 don't
21 when this -- when this was made. 21 understand your question.
22 Q Okay, 22 Q (Ms. Ibarra) Do you understand the
23 A When this presentation was dore, 23 question?
24 Q Now you're aware flat at the finte that you 24 A No. My same question is his. If yow're
25 were involved, as well as during this time that this 25 asking me what this PowerPoint presentation meant in

Page 92 Page 93

1 June of 2012, I can read it and give you my thoughts, 1 attorney/client privilege, worls product; don't

2 but that's -- it's nothing to do -- and this was not 2 answer.,

3 what I was working off of. 3 MS. IBARRA: Continue to certify the

4 Q 1understand, Buf af least at the time of 4 questions, please,

5 this -- of this offer, KKnapp was offering -- Prime 5 Q (Ms. Ibarra) Ultimately, that transaction

6 was offering to pay off the bonds; isn't that & did not occur beeause Prime Healtheare's Services

T correct? 7 Incorporvated is for profit, corvect?

8 A This says that they were going to pay off 8 MR. KIRBY: Are you talking about

9 the bonds under this proposal, ¢ this --
10 Q  And, ultimately, in the transaction that you 10 MS. IBARRA: Yes,
11 negotiated, Prime did nof assume that obligation? It 11 MR. KIRBY: -- this transaction?
iz was feft with Knapp Medical Center? 12 MS. IBARRA: Yes.
i3 A That's correct. 13 Q (Ms. Ibarra) Do you have any idea why that
14 Q Do you have any information as to why Prime 14 particubar transaction did not go (hrough?
15 withdrew its interest in paying off these bonds? 15 MR. KIRBY: And only -- the only way
ie MR, KIRBY: I'lt object to that 16 that you could answer that is if the information did
17 question, attorney/client privilege, work product; 17 not come from your rendition of legal services fo
18 don't answer. 18 your client, Knapp Medical Center, related to that
i Q (Ms, Ibarra)} Do you represent Prime? At 19 transaction. I don’t know if you can answer, but --
20 least for the -« nof in this lawsuit, but with regard 20 A That's the only way, and actualfy I don't
21 to the transaction? 21 know, one way or the other, anyway. This was never
22 A ldidnot, 22 anything 've seen witil the kitigation, when we
23 Q Did you engage in any negotiations with 23 produced it to you.
24 Prime to assume the debf of those bonds? 24 Q (Ms. Ibarra) Was the entity ihat made (hat
25 MR, KIRBY: Object to that question; 25 offer the for-profit?
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1 A Yes, 1 or Exhibit 6 in this deposition, with regard creating
2 Q Okay, I'm gonna now have you take a look at 2 the terms that ultimately becaine the transaction for
3 what's going to be marked as Exhibit 6. 3 the sale of Knapp Medical Cenfer?
4 {Exhibit No, 6 was marked,) 4 MR, KIRBY: Object fo that question;
5 Q {Ms, Ibarra) Which has also been labeled 5 attorney/client, work product; don't answer,
6 Exhibit 13 by your firin in preduction, in response to 6 MS, IBARRA: Certify the question,
7 request for production. Have you seen this letter 7 Q (Ms. Ibarra) All right. That was as of
8 hefore? 8 August 2nd, 2012,
9 A Ihave, 9 {Exhibit No. 7 was marked.)
i90 Q Were you involved in the review of this 10 Q  {Ms. Ibarra) And now this is Exhibit 7,
11 letter and proposal to the Knapp board of directors? 11 Exhibit 14 in request for production, the letter of f
12 A Twasnot 12 intent between Knapp Medical Center and Prime
13 Q Okay. So this predates your involvement 13 Healtiteare. Just for the record, it's dated August
14 again? So you're not familiar with the terms of this 14 28,2012, I'm assuming that based on your previous
15 transaction, other than what yon're reading here? 15 testimony, you were not involved in this because you
16 A L am familiar with the entire transaction, 16 did not get involved until September; is that
17 other than at this point I did not assist in the 17 correct?
18 drafting or the discussion of this, because I was not i8 A That's correct.
19 involved in this aspect of it at that time. 19 Q Did any of these proposals, including this
20 Q  Well, thisis a proposal -- a letter of 20 one from Prime Healtheare Foundation, form the basis
21 intent from Prime, not Knapp, isn't that correct? 21 of the terims of the membership transfer agreement
22 A This is a proposal from Prime Healthcare 22 that was ultimately consummated?
23 Services Foundation. 23 A Yes i
24 Q At anytime did you counsel the members of 24 Q  Okay, Teli me what that was.
25 the board of directors, or rely upon this Exhibit 13 25 A Which is -- in transactions onge you have an
Page 96 Page 97
1 executed tetter of intent, that's what you use is the i relied upon fo create the terns that ultimately ended
2 guidelines for drafting an agreement. It's not 2 up in the membership transfer aequisition agreement?
3 binding, but it is what you use to make sure you're 3 A To be honest, I don't remember exactly what
4 addressing all the major business points that need to 4 afl information they gave me. I'm sure | had this --
5 be addressed in the document. 5 pretty sure I had this August 28, 2012 letter of
6 Q Okay. Well, Exhibit 13, dated August the 6 intent, and potentially other information, as well,
7 2nd, 2012, was also sigaced, wasn't it? Tt's labeled 7 that they gave me to wtilize in the drafting of the
8 Exthibit 6 herein, 8 agreement.
g A Tmsure it was, but if they re-executed 9 Q Okay. I'm gonna ask you to look at page 2,
10 another one, and [ wasn't invalved in that so I don't 10 under section 6, consideration,
11 know why they did the second one, but you wouldn't go 11 A Uh-huh.
12 by the prev -- you would go by the latest version of 12 Q It reads, "On the date of closing, buyer
13 the letter of intent, 13 shall deposit an amount equal te the amount neeessary
14 Q Okay. Sowe wouldn't be looking at Exhibit 14 fo satisly seller's bond debt and obligations under
15 13 with regard to any ferms you incorporated in ¢he 15 the swap agreement, which Is estimated to be no less
16 drafting of the KMC documents, correct? You would be le than 57 million doHars." Was that donein the
17 looking at Exhibit 14, since that's the newest and 17 ultimate agreement?
18 freshest? 18 A No.
19 MR, KIRBY: Unless they're in bath of 19 Q  Then how much was uitimately deposited in
20 them, obviously, 20 the consummation of this sate from finances provided
21 MS. IBARRA: Well, I'm refying on his 21 by Prime Healtheare Services Foundation?
22 testimony. 22 MR, KIRBY: Objection, form.
23 Q  {Ms, Ibarra) You said you woutdn't leok 23 A Tdon't know what you mean. This is talking
24 back to the exhibit, the prior exhibit. I'n asking 24 about under this letter of intent, they would have
25 you which of these fwo, if either, or both, you 25 paid off the bonds.
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1 Q (Ms. Ibarra) That's correet, They didn't 1 more,
2 do that, correct? 2 Q (Ms, Ibarra) You haven't answered the
3 A And there was a change between here and what 3 question, sir.
4 the eventual contract said. 4 MS. IBARRA: Certify it.
5 Q And what events led to the change? 5 Q (Ms. Ibarra) Did Prime put any money down
6 MR, KIRBY: P'Il object to that, T 6 that would be sufficient or at least in part able to
7 don’t see how your answer could be anything but 7 satisfy the seller's bond debt and obligation under
g atterney/client and work product privilege. 8 swap agrecments?
9 WITNESS: Me neither. 9 MR. KIRBY: Objection, form.
10 MR, KIRBY: Instruct you niot to answer. 10 Q (Ms. Ibarra) And then it says -- and then
11 Q (Ms. Ibarra) You don't represent Prime, do 11 it says and nin¢ million dollars. Did Prime pay nine
iz you? 12 million dollars for Knapp Medical Center, for the
13 A 1didn't in the transaction, 13 right fo govern and become the sofe member of the
14 Q Aund what did Prime say to you with regard to 14 board of directors?
15 decision not to, as it says here, satisfy the 15 A Are you asking is that the total purchase
16 seller’s bond debt and obligations under swap 16 price that they paid?
17 agreements which is estimated to be no less than §7 17 Q 'Why den't you tell me, what was the fotal
18 million dollars? 18 purchase price that Prime Foundation paid for Knapp
19 MR, KIRBY: We¢'ll object to that, 19 Medieal Center's governance rights, and any assets
20 atterney/client privilege, work product privilege; 20 they acquired?
21 don't answer, 21 A Well, because Knapp was being acquired, or
22 Q (Ms. Tbarra) Was Prime your client at the 22 Knapp's membership interest and control of Knapp was
23 time that you negotiated that provision? 23 being acquired, the entity that would have otherwise
24 MR, KIRBY: Don't answer that, You've 24 had the proceeds going to them would have been Knapp,
25 answered it five times. We're not answering it any 25 so that obviously dida't happen, therefore the
Page 100 Page 101
1 creation of the foundation, The foundation ended up 1 what the deposit has to do with anything.
2 with 104 million dollars. 2 Q Okay, Break it dowa for me, It says nine
3 Q Let me gef my question answered, M. Jones, 3 miliion dollars hiere was the original offer in this
4 A That's the sales price, that's the proceeds 4 particuiar letter of infent, Was the nine million
5 of the transaction are 104 million dollars. 5 doltar figure apportioned for any specific
6 Q  Okay. My, Jones, how many dellars of 104 6 description, as part of what you say now with some 30
7 million dollars that went to KCCT, came out of 7 million dollars Prime has pald out of its pecket?
8 Prime's watlet, just Prime? 8 A Well, what you're missing is the amounis
9 A Tdon't remember, exactly, in the -- what is 9 that Prime would have put back into Knapp immediately
10 it, 23, plus the nine. There's the working capitat, 10 after closing, and that is information that I don't
11 You can -- have to give me the documents to say, but 11 have and I've never had,
12 in the 30 million range? 12 Q  Okay, AllT want to know, Mr. Jones, is on
13 Q Give me your best estimate. You were the 13 the day that IKCCF was provided 184 mittion dollars,
14 one thaf drafted these documents, i4 tell me how many of those dolars came from nowhere
15 A 30 million dollars range, something like 15 but Prime,
16 that. 16 A Tdon't have the funds flow statement or
17 Q Okay. 30 million dotlars came from Prime, 17 whatever it was that lias those dotars on it. I'm
18 Wasn't a portion of that money refunded to Prime in 18 sure you do, 50 --
1o terins of a deposit? 19 Q lde.
20 A 1have no idea what you're tatking about 20 A --if you want to provide it to me, I can
21 new. Did they put up a deposit that they got back at 21 give you the amounts that came from Prime.
22 closing as part of the contract? Probably, but that 22 Q  Let'sdo that,
23 happens -- they either can put the meney into the 23 A And it wasw't 104 at that point, because
24 transaction, or they can take -- they're cither gonna 24 there was a working capital investment that still had
25 pay the money, one way or the ofiter, so I don't kmow 25 to happen later.
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1 Q And I want to know about that, too. I'm 1 Exhibit 5. It should alse be attached Exhibit --
2 gonng give you -- I'm gonna go ahead and work from a 2 what you call the funds flow statement was Exhibit §,
3 copy, 'This is the membership fransfer agreement, 3 and I will hand you that, and that -- we're gonna
4 Exhibit 2 to the confidential -- originally 4 mark the membership transfer agreement as Exhibit §,
5 confidential, now released decuments. You have a 3 and this will be Exhibit 9, also noted as Exhibit 5
6 {ull copy there. If we can work with that, I can 6 from the production, which is dated November 20¢h.
7 give the court reporter a disk that might make it & 7 MR, KIRBY: Do you want to mark it?
8 little more compact, but I would like to just go 8 MS. IBARRA: Tdo.
g ahead and work with the membership transfer g {Exhibits No. 8 & 9 were marked.)
1c agreement. I've provided you a copy. Can you look 10 MR. KIRBY: If yow'll give me the 8,
11 through that and tell me, ultimately, as of January 11 Il put it on this.
i2 the Ist, when the hospital's governments rights were 12 MS. IBARRA: That's 7. The membership
13 transferred solely to Prime Foundation, how many of 13 (ransfer agreement? You're right, that's 8. And
14 the dollars that were given to KCCF were Just Prime 14 then the flow -- the funds flow would be 9. Thank
15 doltars? 15 you,
i6 A Fthink you have the funds How statement. 16 MR. KIRBY: Do you want it with the
17 If you want {o give me that. Is that in this? 17 fisst page being the table of contents, like this?
18 Q Itis 18 Is that the way you presented it, Mary?
19 A s not in the membership inferest transfer 13 MS. IBARRA: It'sthe way I gaveitto
20 agreement, 20 him, but let me give him the front page.
21 Q 1t's part of the exhibits, 21 MR. KIRBY: Do you hrave a question
22 MR. VELA: Wihich exhibit is it? 22 pending, Marxy, or are you waiting for him to --
23 MS. IBARRA: That's 2, the membership 23 MS. IBARRA: Tdo have a question on the
24 transfer agreement, 24 board.
25 Q  (Ms, Ibarra) Actually, Mr. Jones, it's 25 MR. KIRBY: Do you know what the ;é
Page 104 Page 105 ;i
1 question is? 1 Q  Then please correct it.
2 MS, IBARRA: I've asked him how many of 2 A Qkay, 25 million of the 97 mitlion that
3 the dollars that were paid to KCCF were Prime 3 KCCF ended up with at closing came from Prime, and
4 dottars, solely came from Prime? 4 then the remaining amounts under the net working
5 A About 25 million. 5 capifal adjustment were paid out later on when all of
(2 Q (Ms, Ibarra) Okay, Yousay abouf, Why 6 those figures were in and they were able fo validate
7 can't you telt from that document exactly what it is? 7 all the numbers, and so that's where the remaining i
8 A Because I don't have a caleulator, and 8 fuitnds came from. So if you add the other, roughly,
9 there's fwo numbers that have to be added. 9 eight million dolfars that came in, so you're at 33,
10 Q Okay, So you're saying, approximate -- 10 Q But those reflected patient revenucs, didn't
11 well, about 25 million came from Prime, and none of 11 they, net patient revenues from Knapp Medieal Center,
12 these doltars were refunded to Prime as a deposit? 12 not Prime dolfars, unless you're saying -
i3 Can you tell that information? 13 A That's the net working capital adjustment.
14 A No, I think you're misunderstanding. 14 So half of the net working capital adjustment -- hatf I
15 There's a line here under title company, three 15 of the estimated net working capital is seven
16 million dollars, and then that -- those funds 1le million, $7,000,233 (sic) and then once they trued
17 actually flow through and go to KCCE. 1 all -- because you can only do so much on December
18 Q@ Okay, 18 31st, you have to wail before you have enough
19 A So that was their deposit, There's $91,950 19 information fo deterinine what the real amount of net
20 of expenses that are -- thal are deducted from that 20 working capital was on that date. So we were
21 three million, and so that's what makes it kind of an 21 entitled -- so KCCF was entitted fo the net working
22 odd number, 22 capital that was in place on December 31st, but it
23 Q@ Okay. So 25 million of the 104 willion that 23 takes a while to be able to calcufate all of those
24 went to KCCF came from Prime; is that correct? 24 amounts. So they paid half in at closing of what was
25 A No, that's not correct. 25 estimated, which is the 7.2 million. The remaining
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H half was paid later, once all the financial figures 1 foundation, or a public charity?
2 could be determined to decide exactly what it was on 2 A I don't know which of those two it is.
3 December 3 1st, which was another seven and a half, 3 Q Do you have any information as to their
4 eight million dollars, 4 status, as of the date of this transfer, as to
5 Q Okay. And when was that paid, the sccond 5 whether or not their 501{c)(3) status was in
6 paymeni? 3 jeopardy, or whether there was any concern by the
7 A Ithink sometime in July, August, September, 7 IRS?
8 somewhere in there, 8 MR. KIRBY: And only answer that
g Q And there’s an agreement that Knapp would 9 question o the extent that any information you have
10 enjoy the benefit of 10 million dollars in 10 would not have come from any of your clients, And
11 improvements. Has that capital yet been paid by 11 you may not have any, but if you do have any, don't
12 Prime? 12 answer as to any that came from your clients.
13 MR. KIRBY: I'm gonna object fo fhat 13 A lcannot answer that question.
14 question. That would be attorncy/client, worl 14 Q  (Ms, Ibarra) Okay. Let me ask it this way,
15 product; don't answer. i5 You knew that ¢his hospital needed to hesold to a
16 ) MS. IBARRA: Certify the question, 16 not-for-profit, correet?
17 Q (Ms. Ibarra) Let's go back, 1wantto 17 A Yes,
18 clarify a couple of things. You said that you did 18 Q Sowhat diligence did you exercise in
19 not do any IRS research with regard this entity that 19 ascertaining whether or not the not-for-profit,
20 was acquiring governance rights over Kuapp; isn't 20 known as Prime Feundation, had good status as cither
Z1 that correct? Let me be specific, Do you have an 21 a private foundation or public charity, and could
27 understanding as to the nature of the 501(c)(3) that 2z legally, and not in violation of the restrictive
23 Prime Foundation claims to be? 23 covenants, obtain the rights over Knapp Medical
24 A No, 24 Center?
25 Q Do you know whether it is a private 25 A Idon't believe that even if it had been a
Page 108 Page 109
1 for-profit, had it become the member of Knapp Medicat 1 For a for-profit entity to be the sole member of -
2 Center, that that would have violated the restrictive 2 corporate member of a nonprofit corporation, I don't
3 covenant, at all, 3 -- of Knapp Medical Center, [ don't think that would
4 Q Yousaid you're not a contract speciatist, 4 have violated it. Knapp Medical Center is stilt
5 correct, or expert? 5 Knapp Medical Center, In the past, Knapp Medical
6 A That P'm not a contract specialist? 1 just 6 Center had had a corporate member before, several
7 testified -- 7 years before. That didn't violate it at that point,
8 Q A confract expert? 8 cither, apparently, because no one ever said anything
9 A --that that's the type of work | do all day 9 aboui it. So it was -- in my opinion, you're asking
10 every day, yes. 10 my opinion. In my opinion, it was not, even if it
11 Q  You consider yourseff an expert in contract 1 had been a for-profit. The way this transaction was
12 interpretation? 12 structured, Knapp Medical Center continues to be
13 A Inreal estate, deeds, and transactions, 13 Knapp Medical Center, it continues to be a nonprofit,
14 yeah, 14 and, therefore, that's really all I needed to make
15 Q Okay. 15 sure of. Now the fact that the corporate member is
ié A That's what Pve been doing for that last -- 16 also a nonprofit, I don't think that hurts. I think
17 Q Soit's your opinien that Knapp Medieal 17 that's great. 1'm glad that it is.
18 Cenfer could be sold to a for-profit? 18 Q You sought that out, didn't you, because the
19 A No, I never said that, 19 original offer was made by the for-profit, and the
20 Q Okay. What did you -- 290 next offer came from the not-for-profit?
21 A This is not a sale. It was not -- there's a 21 MR. KIRBY: Objection, attorney/client,
22 difference between the membership interest transfer 22 work product; don't answer.,
23 and an assct purchase agreement. [ agreed before had 23 MS. IBARRA: Certify the question.
24 all the assets been acquired by a for-profit entity, 24 Q  (Ms. Ibarra} Were you in any way involved,
25 that would have violated the restrictive covenant. 25 or made any suggestions to Prime or to King &
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1 Spalding that the offer should come from the not-for- 1 profit, and that ¢he IRS had concerns because the
2 profit, rather than the for-profit? 2 managenient of the not-for-profit --
3 MR, KIRBY: Objection, attorney/client, 3 VIDEOGRAPHER: Offthe record.
4 work product; den't answer, 4 (OFF THE RECORD)(11:08-11:16)
5 Q  (Ms, Iharra) Do you represent Prime in the 5 VIDEOGRAPHER: On the record, beginning
& transaction, sir? 6 of tape 3. The time is 11:16.
7 MR. KIRBY: Don't answer that. You've 7 Q (Ms. Ibarra) Mr, Jones, what understanding
8 answered it five times, and she's asked it seven 8 do you have with regard the nature of the S01(c){3)
9 times now, 9 that was called Prime Foundation? Did you have any
10 Q  (Ms. Ibarra) Can you tell nie why you 10 understanding with regard to it's standing to serve
it believe you have an attorney/elient privitege with 11 as a 501{e)(3)?
12 regard Prime, solely with regard the sale 12 A | obtained some information that -« I think
i3 transaction? 13 I saw a copy of their 501(c)(3) status or their
14 MR, KIRBY: He's not answering that. 14 current letter, [ can't remember what it was, but
15 That's my province -- 15 there was something that we got that showed that they
16 MS. IBARRA: But you haven't answered 16 were S01{c}{3) af that poing, as [ recall.
17 it. 17 Q Did you do any research with regard the --
18 MR. KIRBY: And]1don't have to. 18 the members of the board for that foundation as it
19 MS. IBARRA: Certify the question, 19 velated to the for-profit? In other words, were you
20 MR. KIRBY: We'll deal with it with the 20 aware af the tine of the transaction that there was
21 COnrt, 21 an interrelation between all of the members of the
22 MS. IBARRA: We will. 22 board of directors for the foundation, as well as the
23 Q¢ (Ms. Ibarra) Now with regard fo sale, sir, 23 for-profie?
24 were you aware, or did you de any diligence with 24 A No.
25 regard to status of Prime Foundation as a not-for- 25 Q Were you aware that the IRS had concerns
Page 112 Page 113
1 that the employees of the for-profit were serving as 1 Q --on that situation?
2 managers of the not-for-profit? 2 A During the -- I'm trying to answer. During
3 A 1did not deem it my role to go and look 3 the transaction, I had no infonmation along those
4 behind the 501(c){3) status that we received from the 4 lines, and I certainly dida't deem it my role, as the
5 IRS. So no is the answer to that, and probably a 5 attorney, to go and research the past history of
6 number of other questions. 6 Prime Foundation's related entities.
7 Q Okay. Did you have any knowledge of Prime's 7 Q  So your job was stricfly to put the deal
8 history with regard medical care, invesligations 8 together, not to determine whether the deal was any
9 relating to Medicare, Medicaid, upcoding, or any 9 good?
10 other erdticisms that had been publicly addressed to 19 A Whether the deal was any good?
11 Prime, prier to consummating this deal for Konapp 11 Q For the community?
12 Medical Center? 12 A That would be the function of the board of
13 MR, KIRBY: Andif you have any 13 directors,
i4 knowledge of that, you ean only answer it {o the 14 Q Okay. So your answer is?
i5 extent that - [ mean, I think it's false, first of 15 A My answer is that's not what my rofe was.
16 all, but to the extent that you have heard anything 16 My role was to put together the transaction.
17 about that, if it came from a source other than your 17 Q  Okay.
18 elicnt, you can answer. 18 A But we did receive verification, or at least
19 MS. IBARRA: I'm gonna object to your 19 I received some documentation through there that they
20 sidebar and comment on the evidence. 20 were a 501(c)(3), they had 501(c)(3) status with the
21 Q (Ms. Ibarra) And I'm asking if you're gonna 21 IRS.
22 respond? 22 Q  }understand, hut you didn't do any further
23 A During the -- 23 investigation on ifs accuracy or what the
24 Q Did you do any research -~ 24 circumstances were?
25 A During the -- 25 A Aslsaid, that was net my role.
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1 Q Okay. I'm gonna have you take a look at 1 directives with regard the creation of this entity?
2 what numbes are we on, Exhibit 9 -- 10, okay. 2 A Yes.
3 (Exhibits No, 10 & 11 were marked.) 3 Q Okay, First1want to understand what is
4 MS. IBARRA: I think just to expedite 4 KCCF? Wy was it created, and why wasn't the money
5 this, I'll go ahead and mark Exhibit {2, which is 5 left -- [et's not make it compound. Why was KCCF
6 certificate of formation of Knapp Community Care 6 created as a separate now entity on November the
7 Foundation. And 13, the Knapp Community Care's ? 15¢h, 20127
8 bylaws. 8 MR. KIRBY: Objection, attorney/client,
9 (Exhibits No. 12 & 13 were marked.) % work product; instruct you nof to answer,
10 Q (Ms. Ibarra) Okay? 10 MS. IBARRA: You're kidding. You don't
11 A Okay. 11 think that that's completely inappropriate as to why
12 Q First I'm gonna ask you to look at the iz KCCF was created? Didn't you tell this court that
13 membership transfer agreement that I gave you 13 Mr. Jones had my answers, T wouldn't like them, but
14 earlier, I think it's -- 14 he was gonna give them fo me,
15 A 8 15 MR. KIRBY: [ wish that we conld. We
16 Q -- Exhibit 8, thank you, and have you turn 16 have attomey/client privilege --
17 to page 58, 17 MS, IBARRA: Centify the question.
18 A Okay. 18 MR. KIRBY: -- we have to preserve.
19 Q  You were the incorporator of KCCF; isn't 19 MS. IBARRA: Certify the question.
20 that correct? 20 MR, KIRBY: We have answered quite a fow
21 A That's correct. 21 of your questions.
22 Q Okay. 22 Q  {Ms. Ibarra) All right, So you're not
23 A Tdon'tknow. Was it me or Ms. Lozano, one 23 gonna testify as to why KCCF was created; is that
24 of the two of us, but she helped in that regard. 24 correct?
25 Q And was Ms, Lozane working at your 25 MR. KIRBY: He can't. It's an
Page 118 Page 117
1 attorney/ckent privifege, work produet, 1 type of arrangement where they're talking about
2 MS. IBARRA: Certify the question, 2 theie's a closing date, and there's certain things
3 Q (Ms, Ibarra) Altright, On page 58 Okay. 3 that may fall over into 1he next period, Seo ifby
4 the document, known as the membership transfor 4 accident somehow Knapp Community Care Foundation
5 agreement, under Section A and B, KCCF shall be 5 receives some Medicare or Medicaid payments that were
6 responsible for every liabitity of every kind, known 6 supposed to have gone to Knapp Medical Center, that
7 or unknown, under the Medicare program, including 7 they would pay them back to them.
8 those arising from or relating fo the seéttfement of 8 Q Okay. Solet's start with the beginning,
9 cost reports for periods prior to the closing date, 9 When KCCF was created you've testified that by the
1¢ including the termination cost reports described in 10 time that alt of the books were reconciled, 104
11 Section 10,7, And then it continues down with 11 millien dollars, of which some 25 to 30 million of
12 regard, Prime Healtheare Services Foundation shall 12 Prinie doliars was paid to KCCFj is that correet?
i3 forward to KCCFE any demand for payments related {o 13 A Comect.
14 Knapp Medical Center's cost report. Under Section B, 14 Q Okay. Why?
15 KCCF shali promptly pay over to Prime Healtheare 15 A To create a foundation for the benefit of
16 System Foundation all eash yeceipts, if any, received 16 the community to provide -- you've read -- you have
17 by KCCF from Medicare, Medicaid, or other federal, 17 the bylaws and you have the articles of incorporation
18 stafe or private heaithcare programs. Is that a job 18 that set out what the purposes of the foundation are,
19 of KKnapp Community Care Foundation to trans -- to 19 to achieve the ends, the stated purposes of the
20 colleet from Knapp Medical Center patient revenues 20 foundation.
21 and fransfer them te Prime Healtheare Scrvices 21 Q  Well, let's look at the bylaws, because I
22 Foundation? 22 don't understand, and I would like you to explain to
23 A Mo, Thatis ludicrous, 23 me, just what that purpose is. I don't understand
24 Q  Well, why does it say that? 24 it. Can you read to this jury what the purpose of
25 A Very common in transactions, you have this 25 the bylaw -- that the bylaw say exist for KCCF? And
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1 by the way, just so T anderstand, let's step back for 1 A Also exhibit to the contract. The
2 a moment. You are the registered agent for service, 2 membership interest transfer agreement says exactly
3 aren't yon? 3 where their offices are gonna be focated, and that
4 A Probably still am, 4 they're gonna have a continuing office there, and so
5 Q Okay, Why did you identify your firm as 5 that's where it was, that's where it is.
6 being the prineipal place of business and the 6 Q (Ms, Ibarra) Well, why don't you tell the
7 registered agent for service for KCCF? 7 jury where they're now [ocated?
8 MR. KIRBY: Objection to that question, 8 A Inthe Kuapp Medical Center building, in the
9 aftorney/client, work product; don't answer, 8 vonference center, in one of the offices there that
10 MS. IBARRA: Certify the question. 10 was agreed to as part of the membership interest
11 Q (Ms. Ibarra) You are the -- this firm is 11 transfer agreement,
12 the principal place of business for KCCF, isn't it, 12 Q Do you know how many times a year they have
13 according to the documents in front of you that you 13 meelings?
14 prepared, or that yeur firm prepared? 14 A At least monthly.
15 A When they were initially filed, yes, we 15 Q Okay. Do you attend all of those meetings?
16 were, and certainly we're not the principal place of 16 A Tdonot,
17 business anymore. 17 Q Okay. When did you stop attending meetings,
18 Q They have since taleen over the diabetic 18 or have you stopped attending meetings of the board
19 clinic that is closed, correet? 19 of directors of KCCF?
20 A Hyou-- 20 A Tattend any meeting that they invite me to.
21 MR. KIRBY: Dl object to that. I 21 Q Okay. And over the Iast year, sinee January
22 mean, you probably don't know the answer, but if you 22 of 2013, liow many meetings have you attended with the
23 do, it would have come from your client, so it would 23 board of directors of KCCF?
24 be attorney/client privileged. 24 A I's been really a year and nine months now,
25 MS. IBARRA: Centify the question. 25 10 months atntost. So out of all of those, I've
Page 120 Page 121
1 attended at least all the ones for the first year, 1 Q Okay. Solet's taik about that. How many
2 and then probably three or four this year, 2 grants as KCCF awarded sinee it began on November
3 Q@ And what, according to the bylaws, is the 3 the 20th, 20127
4 purpose of creating KCCF? What does it do? 4 MR. KIRBY: Iwould object to that,
5 A Ifyou'll permit me, I prefer -- if you 5 attorney/client, work preduct; don't answer,
6 really want to find out the true purpose of an 6 MS, IBARRA: That's a public
7 entity, you should start with the certificate of 7 disclosure.
8 formation, That's where it's really stated, not in 8 Q  (Ms. Ibarra) Do you know how many granfs
9 the bylaws, 9 it's award -- has it awarded any?
10 Q Fine, 10 MR, KIRBY: Objection, attoraey/client,
Tt A Soif we can look at Exhibit 12, I'll be 11 work product. His only basis for gefting that
12 happy to read from here, which is what the purposes 12 information would have come from his client, in the
13 were intended to be, which is to -- providing grants, 13 furtherance of his representation of his client,
14 healthcare services, in addition to social, 14 MS. IBARRA: Centify the question.
15 lifestyle, environmental and public policy programs 15 MR. KIRBY: Se whether it's public or
16 that improve access to healtlicare services for low 16 not is not relevant jo where he got the information.
17 income, uninsured or medically underserved 17 If you want to show him a public decument that
R populations in the primary service area which is the 18 reflects it, then pull it out and --
19 areas it Weslaco, Donna, Mercedes, and Edcouch-Elsa, 19 MS. IBARRA; 1 don't need to educate
20 I believe; and identify new and support existing 20 him. He's their attomney, and he's attended these
21 healthcare programs, including educational programs; 21 meetings, so he knows,
22 provide direct medical, dental or mental healthcare 22 Q (Ms. Ibarra) With regard improving access
23 to those populations; initiate programs that support 23 to healtheare programs, did 1 vead that correctly?
24 and facilitate access to healtheare services. So 24 A Uh-huh.
25 that's what it says that's what their intentions are, 25 Q  What have they done to improve access? What
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1 does that mean, improve access? 1 that I'm the one who came up with that language.
2 MR. KIRBY: Objeet to that question, 2 Q So you drafted it without understanding what
3 attorney/client, work product; don't snswer, 3 it meant?
4 Q (Ms. Ibarra) T fust want to know what the 4 A The board had their understanding of what
5 terms mean, You wiote i6. What does improve access 5 they believed these words meant. These are the words
6  mean? 6 they wanted included, and that's what [ included. i
7 MR, KIRBY: You're wanting what -- how 7 Q  Soyou can't tell this jury what it means or
8 he defines improve access? 8 whether they have fuifilled that charter in those one
g MS. IBARRA: Yes. 9 year and 10 months since it opened?
10 MR. KIRBY: Just tho two words? 10 A leantell them what [ think it means, but
11 MS. IBARRA: Yeah, What does that mean? 11 in terms of what tite board was intending when they
12 He wrote the words. 12 passed this «
13 MR. KIRBY: It's his opinion of what i3 Q@ Did you ask them what they meant?
14 those words -- well, you're saying -- 14 MR, KIRBY: We're not --
15 Q  (Ms. ibarra) What di¢ you mean when you 15 attorney/ctient, work product.
16 wrofe -- 16 MS. IBARRA: Certify the question.
17 MR, KIRBY: I don't know that you've 17 Q (Ms, Ibarra) What did you mean by it? What
18 asked him did he write the words, 18 was your understanding?
19 Q  (Ms. Ibarra) Did you write the words of the 19 A There's a variety of things that that could
20 formation document? 20 mear, but, you know, I think theyll just wait and
21 A 1drafled this, yes, based upon information 21 see what grants they have that come in to do that.
22 that was worked through with the client, 22 But same time, whal is improving healtheare -- access
23 Q Thank yon. When you drafted that decument, 23 to healthcare? We obviously have a huge uninsured
24 what did you mean by the term "improve access"? 24 population here that struggte to get healthcare
25 A Well, becanse | drafled it, doesn't mean 25 benefits. Aund so to the degree that they're -- that
Page 124 Page 125
1 is a huge need in the area, there's all sorts of ways 1 how they can meet the obligations of their formation
2 they can do it, by putting on free clinics, by deing 2 document? Is that part of your responsibilities as
3 all soris of things they coutd do that would satisfy 3 an attorney?
4 that requirement, 4 A The information that I would have about
5 Q Have they done that? Ilave they done that? 5 whether or not, and how, and where they are in the
6 You just opened the door and said that's what they 6 process of accepting and paying out grants, and
7 coutd do. Did they? 7 performing other obligations consistent with their
8 A You asked my opinion, and ! pave you what my 8 purpose, all that information would only conte from me
9 apinion was, in terms of what that could mean. 9 being in meetings, acting as their legal counsel.
10 MS. IBARRA: Certify the question. 10 MS. IBARRA: Certify the question.
11 Q  (Ms. Ibarra) Can you identify anything that 11 Q (Ms, Ibarra) What about identifying health
12 this entity, KCCF, has done te date fo as, quote, 12 programs? Do you have any informuation as to what
13 improve access to hiealtheare programs? 13 they've done to identify healtheare programs?
14 MR, KIRBY; Anrd only answer that fo the 14 MR, KIRBY: Objection, attorney/clicnt,
15 extent that you would have gained that information 15 work product; don't answer,
16 from sources other than your elients, or in the 16 MS, IBARRA: Certify the question,
17 furtherance or rendition of legal services to your 17 Q (Ms, Ibarra) Is KCCF a healtheare service
18 clients, if you can answer it; but only answer it 18 organization? Does it provide medical cave?
19 subject to that. 19 A Not that 'm aware of.
20 A Well, I can, and § would like to, but 1 20 Q Are any members of the board of direetors or
21 won't because that's the only place that the 21 any employees -- are there any employees of KCCF?
22 information comes from. 22 A Yes.
23 Q  (Ms, Ibarra) I need some information heve, 23 Q  Okay. Who would those employees he?
24 M. Jones, at least to understand, Yon're claiming 24 A They have an exeentive director, Bonnie
25 this was with rendition. Ave you advising them as to 25 Gonzalez. They have -- I don't know what Ralph --
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Page 126 Page 127
1 Ralph Zelno is their -- I don't know, he's their 1 purview of the privilege that would help this jury to
2 financial officer. I can't remember what his exact 2 understand what the heck KCCF even is, or why it is
3 titte is, And I think they have a secretary and 3 holding 104 million dollars frem the transaction; is
4 maybe one other person in there. 4 that corvect?
5 Q Okay. Arve any of these individuals 5 MR, KIRBY: Other than pointing you to
6 healthicare providers? 6 the articles - that statement of formation and the
7 A No. 7 bylaws, which he's already --
8 Q  Are any members of the board of directors of 8 MS. IBARRA: I'm asking his opinion. We
9 KCCF healtheare providers? 8 can read the documents.
10 A Yes. 16 Q  (Ms, Ibarra) Can you advise this cours?
11 Q Okay. Do any of them, in their capacity of 11 A Tcan tell you exactly what the purpose is,
12 responsibility to KCCF, provide any medical care to 12 and that is as is stated here, and when and how and
13 people? 13 those purposes are accomplished, that's the purview
14 MR, KIRBY; Objection, form, 14 of the board to make sure that that's all done
15 A Not-- no. 15 properly, and that's their job. So .-
16 Q {Ms. Ibarra) Okay. So how does KCCF le Q Allvight. KMC had its own investments and
17 provide dircet healthcare to an indigent poparlation, 17 its own assets, correct, before the sale, correet?
18 as identified in that decument? 18 A Yes,
18 MR, KIRBY: 1 object to that question, 18 Q Some 70 to 80 million dollars was
20 attorney/client, work product, Your only basis for 20 transferred from Kuapp Mediecal Center to this brand-
21 having any knowledge of that would have come from 21 new entity, KCCF, correet?
22 them, 22 A Correct,
23 MS. IBARRA: Certify the guestion. 23 Q What consideration did KCCF put up te obtain
24 Q (Ms. Ibarra) Sc there's nothing you can 24 the assefs of the proceeds of this transfer?
25 tell me that you consider fo be outside of the 25 A Well, if you -- youn must not understand the
Page 128 Page 129
1 membership interest transfer agreement. T think it's 1 referred to. | certainly don't think that this is
2 extremely clear in there, but maybe not for -- maybe 2 the first one. T know of at least a fow others that
3 it's difficult for you to understand that. 3 are out there, and 1 haven't done a significamt
4 Q  And I'm sure it's gonna be difficult for the 4 amount of research, you probably have, but -- so when
5 jury, Please explain it fo us, 5 a transaction like this oceurs, and a foundation is
6 A Twould be happy to. As part of the 6 created, here it's ereated as a separate entity, to
7 transaction, because the membership inferest in 7 be the foundation that goes forward in the firlure.
8 Knapp was being acquired by the nonprefit Prime 8 In gssence, it's accepting all the sales proceeds to
9 Foundation, the eventual goal, and the intent of the 9 perform the funiction that it was designed to, which
10 transaction, was to do two things; for Knapp to 10 is to help serve the healthcare needs of the
11 continue as a hospital in a stronger position, and 11 conMmunity,
1z for there to be a foundation available to help serve 12 Q  Well, up until this transaction, Knapp had
13 the public on a long-term basis, not just in a year 13 done just that, hadn'ti€?
14 or two, but on 4 tong-term basis, with this amount of 14 A You're asking my opinion on the performance
15 mongy. 15 of the hospital?
i6 So you couldn't do a foundation -- the 16 Q Yes.
17 foundation couldn’t have been created oul of Knapp 17 A Is been a hospital here my whole life,
18 Medieal Center, because Knapp Medical Center has 18 Twelived here my whole live, so yes.
19 continued, it's still there, It's the hospital. So 19 Q And you were aware that Knapp was making
20 the benefit of the transaction is that you have Knapp 20 money annually and adding te its investment annually,
21 Medical Center that continues to operate, as it has 21 its investments and its cash, corvect?
22 before, hopefully in an improved basis, which is our 22 MR, KIRBY: Object to that question;
23 understanding, but you also have the foundation which 23 attorney/elient, work product; don't answer,
24 is Knapp Community Care Foundation. It's calleda 24 Q  (Ms, Iharra) Well, let's take a look at
25 legacy foundation, is what those are commonly 25 this Knapp Medical Center Project Rio board
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Page 130 Page 131
1 presentation of November 304h, 20£1, from the Seale & 1 Q  Allright, Soit's an andit or some sort of
2 Assoctates. It's Exhibit 3 presented by counset for 2 analysis of the performance of Knapp Medical Center,
3 defendants. Let'ssce, I'll go ahead and mavk it 3 would you agree?
4 {Exhibits No. 14 & 15 were marked,) 4 A It's astrategic position assessment is what
5 Q (Ms. Ibarra) Thisis 14, I'll go ahead and 5 it says. I've never seen it before.
6 pass tliis ever to you now; okay, and 15, Have you 6 Q@ Okay, Can you furn to page 51 and rvead to
7 seen those documents before? 7 the jury what it says is an analysis of Knapp's
8 A Tmay have. Ithink | have, 8 performance, at least at ilie tine of this analysis,
9 Q Do you know what Exhibi¢ 14 and 15 are? 9 this strategic analysis? I believe it's the last
10 A lknow what 14 is. P'mnet sure what £S5 is. 10 page, Maybe I'm incorreet. Let's sec, it would
11 Q Can you tell the jury what they ave after 11 be --
12 you've had a chance o look at them? 12 A Key threats to future financial -- oh, 517
13 A Okay. 1don't think I've ever scen the 13 Q 51, yes, sir. Can you read that for the
14 Kaufinan Hall report before, which No. 15 is a Kaufinan 14 jury, please?
15 Half comprehensive strategic position assessment. 15 A This whole page you want me to read?
16 Q And what's the date of that? is6 Q  Atleast the first part.
17 A Does it say on here at the top? [ don't see 17 A "Implications for Knapp. Knapp Medical
18 a date. Do you want to point it out to me, and then 18 Center is clearly at a crossroads, while historically
19 11} say what it is? 19 strong and on sound financiat footing today, the
29 Q 1t was behind 3 and 4 provided by counsel. 20 organization is faced with a challenging competitive
21 Let's see. 21 environment; significant deficiencies relative to
22 A T'msure there’s one in here some -- it's an 22 new era core competencies; significant threats fo its
23 assessment report relating to certain time periods. 23 future financial position and performance.
24 1 just can't tell -- it goes up through 2011 here, so 24 Positioning for expected changes in the markel and
25 it probably had to be in -- 25 reimbursement environment will require significant
Page 132 Page 133
1 aceess to human, financial and clinical resources 1 MR, KIRBY: Object to that,
2 that Knapp does not currently have." 2 attorney/client, work product privilege.
3 Q  Okay, You'll note in the first seetion 3 Q (Ms. Ebarra) You don't want to answer?
4 wiiere you just read that at the time of this 4 MR, KIRBY: He wants to, but he can’t.
5 analysls, obviously made with regard to 5 Q (Ms. Ibarra) Legally, what is an advantage
6 considerations and proposals that shall be made for 6 to creating an unrelated brand-new entity to transfer
1 Knapp, that Knapp was, quote, on sonnd financial 7 when it puts up no consideration fo transfer funds
8 footing, Were you aware that Knapp was not in any 8 into when there's a sale?
9 type of financial distress at the time, that it had 9 MR, KIRBY:; Objection, form.
19 been determined that it was en sound financial 10 A When controt of an entily is being acquired
11 footing? 11 in a transaction, to leave the proceeds of the
12 MR, KIRBY: Objeetion, form; ebjection, 12 transaction in the company would be as though nothing
13 attorney/eiient privifege, work product privilege; 13 were paid for it. Does that make sense? Do you
14 don't answer. 14 understand what P'm saying? So if youowna
15 Q {Ms, Ibarra) Do you have any understanding 15 corporation, and I decide that I'm going o buy that
16 as to Knapp's financial status or solvency at the i6 corporation for you: -- from you, you're expecting to
17 time that you consummated ¢he deal with Prime? 17 receive money on the outside of the corporation. If
18 MR, KIRBY: Objection, attorney/client, 18 we just put all the money into the corperation, and [
19 wark product; don't answer. 19 acquired it, wouldn't that be great?
20 MS. IBARRA: Certify the question. I'm 20 Q (Ms. Ibarra) Mr. Jones, were you aware what
21 Jjust gonna continue that line. 21 the value of Knapp Medical Centfer was at the time of
22 Q  {Ms, Ibarra) Altright. So with regard to 22 the transaction? Was an asudit done?
23 ereation of KCCFE, why couldn't the money just stay at 23 MR. KIRBY: Objection; attorney/client,
24 Kuapp Medical Center, as it had all those years? Why 24 work product; don't anuswer,
25 was Knapp liquidated, or denuded of those funds? 25 Q (Ms, Ibarra) As you look through the
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1 membership transfer agreement, can you tell me 1 sheet that advises what -- at least some appraiser
2 whether an audif was done that identified the value 2 evaluated the property, of Knapp Medical Center, fo
3 of Knapp Medical Hospital -- Knapp -- et me try 3 be worth at the time of the transaction?
4 again. Can you tell nte looking at the first exhibit 4 A Not that Tm aware of. I you're referring
5 to the Medical -- to the transfer agreement, if there 5 to a balance sheet as being an appraisal, those are
6 was an audit done that states the value of Knapp af 6 drastically different things.
7 the time of transfer, its assets, its appurtenances, 7 Q  Albright,
8 its realty, its personaliy? 8 A Sothis is a batance sheet on page 156 and
9 A Do you want to give me a Bates number? 9 157, and then continuting on to 158, et cetera, So
l¢ Q [It's actuaily somewhere around page 85, And 1o that is patt of the financial statements. Those are
11 I can give you the Bates number. 11 not appraisals.
12 A Fil get there. I'm almost there. 12 Q Is there anyplace that you can tell me where
13 Q It's KMC 156, 13 you were made aware, or that you can identify a
14 A 1567 14 document that tells us what Knapp Medical Center was
i5 Q And 158, 15 worth, was valued, the value of the asset transferred
16 A Qkay. 16 to -- and let's clarify that, becanse you've --
17 Q  What was Knapp Medicat Center's -- it is 17 you've been very careful to say no assels were
18 typical for a transactional attorney selling 18 transferred. What did Prime acquire?
18 commercial property, realty, personalty, to obtain a 19 A A controlling interest, a controlling vote,
20 fair market evaluation of the value of that property, 20 in essence, of Knapp Medical Center,
21 correct? 21 Q Hundred percent controlling vote, correct?
a2 A Ne. 22 A Hundred percent controlling vote.
23 Q Okay. Was that done here? 23 Q Soneta vote, They have the say in
24 A Notonmy behalf or not at my request. 24 everyihing that Knapp does?
25 Q I'm not asking you that, sir. Is thevea 25 A Absolutely.
Page 136 Page 137
1 Q Okay, What did -- what was the value of 1 property, and it's still subject to your financial |
2 that? How niuch was thiat wor(h? 2 obligation, how much money am | gonna pay you? 'm
3 A ldontknow. Youll have to ask them. To 3 gonra pay you, a hundred thousand dollars, because
4 the conumunity, it was 104 million dolars, an amount 4 ever though it's worth 150, ' taking it, it still
5 that ended up in the foundation, because Prime has 5 has debt of 350,000 against it. 11's the same way it
6 continued to, as that controlling vote, for the fast 6 works in & company. So at the end of the day what
7 almost two years now, operate Knapp Medical Center 7 you have is you have the Community Care Foundation
8 just as it has been in the past, 8 that ended up with proceeds of the transaction of 104
9 Q  Why does Prime claim that the sale -- that 9 million dollars, At the end of the day, Prime has
10 the amount that was paid or pald into KCCF was 104 10 control of Knapp Medical Center, which is the same
11 million doltars, when the city, the community, the 11 company it was before, and that company, those
12 Knapp Medical Center, alveady owned between 76 and 84 12 assets, that ongoing entity and hospital, still has
13 million dolfars of that amount? Why does Prime get 13 57 million dollars worth of indebtedness in it.
14 the credit for that in the sale? It's not thefr 14 Q (Ms, Ibarra) Qkay.
15 money, 15 A So, yes, that's the way it works. That's
16 MR. KIRBY: Objection, form. 16 why tite value of the transaction was 150 plus millien
17 A Well, Il try to explain that the best § 17 dollars.
18 can. [ have my own understanding of it, which is 18 Q Okay. Prime acquired a government's right
19 that you kind of have to take a step back and look at 15 and a hundred percent of anything Knapp does. Ttis
20 the transaction a little higher up, and hopefully 20 reported that 104 mitlion dellars was transferred fo
21 that will clarify it. If you'tlt bear with me. If 21 this brand-new entity called KCCF.
22 you were going te buy an asset, you're gonna buy a 22 A Right.
23 house -- or I'm gonna buy your house, and you owe 23 Q  But Prime only paid between 25 and 30
24 $50,000 on it, and I'm gonna pay -- it's worth 24 miltion of that 104 miflion dellars,
25 $150,000. Well, if'{ buy it and { take over that 25 A Atclosing.
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1 Q Atclosing, Yet, the entire value of the 1 but --
2 transaction which yon just testified was the value to 2 MS, IBARRA: Well, we'll get to that in
3 the community, was 104 million doliars. That money 3 aminute. I'm sure Mr, Jones can help us,
4 was already in Kunapp Medical Center. That's money 4 Q (Ms. Ibarra) December 31st, 2012 Knapp had
5 that was fransferred out of an operating financially 5 80 million dollars to its name, didn't it?
6 solvent entity to another entity so that Knapp 6 A Yes, As part of the -- you're looking at
7 Medical Center can't even control its own assels 7 their assets of 167 miltion, that's part of the
8 anymore. [t was given away. Do you agree? 8 assets is that.
9 A Neo, 9 Q  COkay. So we know its assets was 167
10 Q Soexplain to nte why Prinie -- T mean, I 10 million, which is cash, investments, the hospital,
11 heard your explanation, which absofutely made no 11 the helipad, the parking lots, the doctors office,
12 sense to me at all. And 'm sorry, it didn't, It's 12 the interest in the surgical center. All of those
13 not gonna make sense to this jury either, Prime had 13 things make up the assets of Knapp Medical Center on
14 atmost 80 million dollars at feast in its investments 14 December 31st, 2012 of at least 167 million dollars,
15 and cash, correct, at the time, at December 315, 15 correct?
16 2012, correct? 16 A Per the batance sheet, correct.
17 A Knapp, not Prime. 17 Q Okay.
18 Q  Twmean Knapp Medical Center? 18 A And, also, it needs to be clarified that you
19 MR, KIRBY: I wanted to object to the 19 said the appraisal, the valuation, Fhe valuation of
20 sidebar of the jury's gonna not understand it either, 20 a company that's being bought and sold does not
21 MS. IBARRA: Wetl, you were so busy 21 always have that much relevance with respect to what
22 laughing T wanted to be sure that there was some 22 their balance sheet is. There's a lot of factors
23 understanding that it's not just me. 23 that go into what you can buy and sell a company for,
24 Q (Ms. Ibarra) Knapp Medical Center -- 24 and 1 can assure you that buyers and sellers don't
25 MR, KIRBY: If probably is just you, 25 just fook at the balance sheet and say, "There's the
Page 140 Page 141
1 purchase price, let's go with that." That's not 1 accounting procedures are, bud this is not how
2 true. 2 purchase prices -- you don't just look at this and
3 Q Taunderstand, That's why 1 went with your 3 this means that’s what they're worth.
4 term,. 4 Q Okay.
5 A Okay. 5 A Acompany is valued separately, based upon a
6 Q  That the asseis that accrued to Knapp 6 variety of factors, one of which is this, yes. You
7 Medical Center on December 3Est were, approximately, 7 would certainty fook at this as a basis for beginning
8 valued at 167 million dollars. 8 your analysis of a purchase price and the true value
E A No. 9 of & company, but you're not just gonna stick with
19 Q  That's what you said. 10 that alone is the point I'm trying to make.
11 A No, I disagree with you, They're not valued 11 Q  And it was cerfainly something that was
12 at that. The batance sheet shows that that's the 12 required to be produced to Prine before they
13 value on the balance sheet, That does not mean 13 consummated this deal?
14 that's witat you can buy and sell them for. 14 A Absolutely.
15 Q Fdidn't ask that, 15 Q Okay. Sobased on what we've just
16 A You just said the vatue. I'm telling you, 16 discussed, on December 31st how did the assets of
17 that's not necessarily an indication of the value on 17 Knapp Medical Center change the very next day?
18 the balance sheet, 18 A The very next day they had 70 miltion
19 Q DButit'sa val -- okay, what is if, an asset 1% dollars less cash.
20 evaluation, or what? 20 Q Okay, Which Prime says was part of the
21 A The balance sheet is the company’s version 21 sale, correct, or part of the amount paid for the
22 of what they're worth at that point, and not even 22 right for Prime fo govern Knapp, correct?
23 what they're worth. These are normally not adjusted 23 A That's right,
24 by market values. These are book values, and | can't 24 Q  Why does Knapp lose its right to any kiund of
25 even talk to -- I'm not gonna get into what their 25 governance and its ovwn income, its own money, so that
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1 Prime gets alt the benefit of running this hospital? 1 transaction was {his 25 fo 30 million dollars?
2 A Treally don't think ! understand that 2 A Tthink that's a pretty serious --
3 question. I'm trying to figure out what you're 3 Q Telt me where it's wrong,
4 asking in my mind. I think I know where you're 4 A t's wrong in a number of ways.
5 trying to go, but -- Prime takes over control of a 5 Q Okay, Let's hearit,
6 hospital that -- or of the -- they take over control 6 A First of all, the assets of Knapp Medical
7 of the board of trustees, or board of directors of 7 Center, it's a nonprofit corporation, as you know, so
8 Knapp Medical Center, and that entity, that 8 those assets are then transferred into another
9 corporation, now has 70 million doftars less cash 9 nonprofit corporation, which is serving a similar
10 than it did before. Then they have to replenish the 10 purpose, as was discussed with the attormey general,
11 cash to the degree that they need 1o to continue 11 who has also seen all of this and was in agreerent
12 operating it at whatever point. The next day, | 12 with it, or at least they had no objection to the
13 don't know what they did the next day. 1wasn't in 13 fransaction as it was structured, because they're in
14 charge of the accounts at that peint, Twas in 14 control of making sure that a nonprofit corporation
15 control and working with getting the -- what ended up 15 is not denuded of all of its assets unnecessarily.
16 being the 104 million dollars into the foundation for 186 So here the assets in Knapp, the cash was taken out
17 the benefit of the conumunity, 17 of Knapp Medical Center, put into Knapp Community
18 Q So correct me if 'm wrong. This deal 18 Care Foundation, and then Prime replenished whatever
19 rvesufted in the foltowing: For some 25 to 30 19 cash they needed to to continue 1o operate Knapp
20 million, Prime gets complete control of Knapp Medical 20 Medical Center as they had in the past and will
21 Center, Number two, Knapp is denuded of some 76 to 21 continue into the future,
22 80 milion dollars; and a third eniity, totally 22 Q Why is Prime counting Kuapp's own money
23 unrelated to Knapp Medical Center, is now enriched by 23 towards the sale of the right to govern Knapp?
24 104 million dollars; finally with the right to take 24 MR, KIRBY: Objection, foerm; and also, I
25 total controel, the only thing Prime paid in this 25 mean, I don't think you know the answer fo if,
H
Page 144 Page 145
1 because it's -- one it's, Prime, but fo the extent 1 Q You say in assefs, You're talking about the
2 that you do know the answer and it came from Prime 2 hospital, the realiy, the personalty?
3 telling you after we've been representing Prime, you 3 A Everything other than the cash.
4 would not be able to answer per attorney/client 4 Q Okay.
5 privilege. 5 A Sothat's what they, in essence were
3 A AndIdon't-- I mean, I gave my 6 acquiring,
1 explanation, which won't conte from attomey/client 7 Q Olay, Let's tallk about that, A deed was ]
8 privilege, I'Hl go back to my example before. I'll 8 transferred for the sole property, the parking lot on
9 try to make it make sense. 9 8th -- on 8¢h Strect to KCCT, correet?
10 MR. KIRBY: It made sense before. 10 A Not a parking lot, T don't think. There’s a
11 A ifyou-- it piece of property that's next to Dr. Mery's office.
12 MS. IBARRA: Object to sidebar. 12 [ don't -- it's over close to Weslaco East High
13 A Let's say before the transaction ever took 13 Scheol. It's down the road. It's not part of the
14 place, okay, you've said 167 million dollars. 14 parking lot immediately surrounding there, but there
15 Q  (Ms. Ibarra) That's what the documents say, 15 is one piece of property that was -- that was
16 sir. 16 transferred to Knapp Medical Center, or to Knapp
17 A Okay. So let's say a hundred and -- let's 17 Comumunity Care Foundation,
18 say 170, okay. So if we took 70 million dollars of 18 Q  And why was that?
19 cash out and put it into a new foundation before the 19 A Just part of the transaction.
20 {ransaction ever took place, then you would be left 20 Q I know, bat why did they want that piece of
21 with really what Prime acquired, or acquired control 21 property, and why was it deeded?
22 over, which is the assets. So now you're down to 80, 22 MR, KIRBY: Let me object to that --
23 90 million dolfars worth of assets that are left in 23 A Tcan't answer that.
24 Knapp Medical Center. So that's what they, in 24 MR, KIRBY: -- attorney/client, work
25 essence, acquired, right? That's what you're saying? 25 product; don't answer,
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1 MS. IBARRA: Certify the question. 1 104 million dellars came as soon as they were able to
2 MR. KIRBY: It's noon. 'm ready for a 2 resolve the books and figure out how much was to be
3 funch break, Is that okay with you all? 3 paid with regard to net patient revenues; is that
4 MS. IBARRA: Okay with me. 4 correct?
5 VIDEQOGRAPHER: Off the record, the time 5 A Well, tliere's a net working capital
6 is 12:02, 6 adjustment, which was a little -- between seven and a
7 {OFF THE RECORD){12:02-1:23) 7 half and eight miltion dollars that came in in
8 (Note: Gerald Smith replaced Donann 8 whatever I said, August, July, September, somewhers
9 Smith as the court reporter for the remainder of the 9 in there, which were the remaining funds. By that
10 deposition.) 10 date, they were entitled to the funds of ninety --
11 VIDEOGRAPHER: O the record, beginning 11 whatever the difference is, 97 million, more or less.
12 of tape 4. The time is 1:23. 12 Q Okay.
13 Q  (Ms, Ibarra) Mr, Jones, T tried to put 13 A Now it wasn't -- [ mean, it took a while to
14 together a little chart here to understand what you 14 transfer all the funds, but, yes, those funds
15 testified to, and 1 just want to go through briefly 15 belonged to them: at that point int time.
16 what was the change in the condition of the three 16 Q Okay. So they were holding 97 miltion with
17 entities, KMC, KCCF, and Prime Health -- Prime 17 the expectation of coming up with -- ultimately
18 Foundation between December 31s¢, 2012 and January 18 having about 104 million?
19 1st, 2013. And I want you to correct meif I've is A That's right.
20 misstated anything as we go through, On fhat date, 20 Q Okay. And that's the money that began with
21 or at least by the time of the transaction, IKCCF was 21 - that funded KCCF from the beginning?
22 -- had in s coffers and its income some 104 million 22 A That's correct.
23 dollars? 23 Q  Okay. Of that, only 25 te 30 million
24 A No, but -- 24 dollars came from Prime, as a result of Prime's
25 Q 1 understand that you testified earlier that 25 acquisition of the membership in KMC?
Page 148 Page 149
1 MR, KIRBY: Objection, forn. 1 cash did Knapp Medical Center own?
2 A Approximately, 25 mitlion at the initial 2 A Tdon't know, something like 11 million,
3 closing, and then the remaining seven and a half 3 plus whatever oney Prime put back into it.
4 miltion to eight million dollars that came later came 4 Q I'm talking about January Ist.
5 from them, too. So you're talking about a total of 5 A Tdon't know --
[ about 33, 6 Q Did they take afl of the money out of Knapp
7 Q (Ms, 1barra) Okay. Nothing else came out 1 Medical Center and transfer it to KCCF?
8 of pocket from Prime? 8 A Well, lef me do -- Tl answer your question
9 A No, 9 the best I can. At that point in time, it's my
10 Q Okay, 10 understanding that there was still, approximately,
11 A Other than what they put back into Knapp 1t 11 million dollars in cash in Knapp Medical Center,
12 Medical Center. 12 but, also, my understanding that Prime immediately,
13 Q Okay. Well, we're not talking about that, 13 or very shortly thereafler, potentiatly even at that
14 Okay. We're talking about what happened in the 14 point in time, I don't know what they did with the
15 fransaction, okay? 15 accoumts, but you can't take all of the cash out of
16 A Okay. 16 &nh operating entity and then continue to operate it
17 Q The remaining sums, the difference between 17 So they had to put money back into it.
18 that 25 and, uliimately, 32,5 miilion, and 104 18 Q [ don'twant you guessing. If you don't
19 million, came from the Prime -- came from Knapp 19 know, don't telt me what you think.
20 Medical Center, itself? 29 A You asked me what was there on that day, and
21 A That seveaty whatever million dollars came 21 I'm telling you that T know what was there. Idon't
22 out of Knapp Medical Center, itself, and was 22 know what Prime put back in,
23 transferred into Knapp Community Care Foundation. 23 Q Okay. So at this point, all you're aware of
24 Q Soafter that money was taken out of Knapp 24 is that on January the 1st, the only thing left in
25 Medical Center, how much money in investments and 25 the investment and capital accounts was some 11
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1 million dollars? 1 other, 1helped implement what was determined, but,
2 A Something like that. T don't remember. 2 no, that wasn't my -- wasi't based upon any opinion
3 1t's on the funds flow amouni. 3 or advice that I gave.
4 Q Can you show me? 4 Q Okay. And KCCF also got, as we've
5 A 1ecan show you -- and there may be more than S discussed, a lot -- a deed to a lot that previousty
6 that. What 'm aware of is this -- I think it was, 6 betonged to KMC?
7 approximately, 1 million. That's -- T can't show 7 A That's right.
8 you exactly. That's my recollection. 8 Q  Okay. Now you said that the KCCF funds were
9 Q  What would that be reffectedt on, what type 9 transferred out of KMC because, as T understood your
10 of a document? 10 testimony, you can't have a situation where it looks
11 A You have the balance sheet, so you can see 11 like semebody got something for nothing?
12 from the balance sheet what cash was there, and then 12 A That's not what T said.
13 if we took out 70 million doltars, then you'll see 13 Q Okay. Well, something for nothing was
14 what's left. 14 exactly your words., Help ne to understand then, if |
15 Q How was that figure determined, as far as 15 didn't understand, why they took the money out of
16 why did they decide on the 80 million dollars, or 76 16 Prime -- out of Knapp Medical Center and put itin
17 million doltars, as opposed to making it 80 -- 76 17 this other entity?
18 plus 117 18 A Okay. ['think Tean do that a little betler
19 MR, KIRBY: Object {o that question, 19 than [ did before, just because I've thought about it
20 aftorney/client privilege, work product; instruct 20 a little bit.
21 him not to answer, 21 Q  Okay.
22 Q (Ms, Ibarra) Were you part of that decision 22 A But I have to walk you through it for a
23 as to how much should be left with IKKnapp Medical 23 minute, if you'll bear with me.
24 Center? 24 Q Okay.
25 A WNo. Ididn't give advice, one way or the 25 A Okay. Soatypical sale of a business, via
Page 152 Page 153
1 a stock sale, stock transfer, which is so you own a 1 1'm still trying to find why this is relevant,
2 comparty, you own the stock in the company, and 2 A Yes, it will be --
3 instead of me buying -- there's two ways that those 3 Q Because this is not a stock company, is it?
4 purchases and sales of businesses are -- commonly 4 A Ttwill be just in a second. Okay. Seo
] take place. One is an asset purchase, where you show 5 since this was a sale of contrel, or & membership
6 up and you buy all the assets out, which would have 3 interest, there was no technical seller. Inmy
7 been the UHS fransaction, for example. The other one 7 scenario with you, there's nobody who owned the stock
8 is & stock purchase, where you go in and you buy the 8 that could seli the rights to all the company. What
g stock, There's no iransfer of the assets. You just 9 you did is we had the ability to seli control, which
10 become the owner of that company. So in this 10 we did. So there is no selter. So what ends up
11 gireum -- so, typically, you're gonna go in and 11 happening is that Knapp Community Care Foundation is
12 you're gonua buy -- it 'm gonna buy your company 12 created 1o play the role of the seller here, and
13 from you, I'm gonna pay you X amount of money for 13 that's what they were done -- that's what they were
14 your stock. Everything in the company is gonna stay 14 created for. Their purposes are very closely lied (o
15 there, or whatever value is there, that's what P'm 15 the same purposes that Knapp Medical Center was
ie paying you for is the value that's in your company. 16 originally created for. That's why when you were
17 So I'm gonna pay you the money, and, 17 going through the language of they have the ability
18 you, as the stockholder, are going to end up with the 18 1o provide direct medical care, which is some of the
19 money. At the end of the transaction, the company is 19 same type of purposes that Knapp Medical Center was
20 still there. F'm just a stockholder, and you, as the 20 created for. So while they're not identical, and
21 seller, walk away with money in your pockef, in your 21 they're not designed to really compete against Knapp
22 hand, Does that make sense? Are we clear up to that 22 Medical Center, and they do support them to some
23 point, because T don't want to go fo the next one 23 degree, they are -- they have a very similar overall
24 unless -- 24 purpose for the foundation.
25 Q Okay. That's fine. I'm clear on that, but 25 So, in essence, KCCF was created to act
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1 as the role of the selter, to receive all the 1 A It didn'i.
2 proceeds of the sale, and then to continue on 2 Q So why does your analogy have any relevance,
3 performing a mission very similar to what Knapp 3 whatsoever? |§
4 Medical Center is doing. 4 A Because trying fo get you to see the purpose
5 Q  Okay. I've heard your analegy. Certainly 5 of creating KCCF, but the end of the day, the Knapp
6 the documents reflect that the seller is KMC, because 6 Maedical Center board of directors, this was tiie
7 KMC owned fts own assets, and the board of dircetors, 7 structure thaf we ercated, and a structure that works
8 and the right to it's own governance, So how ean you 8 to accomplish the goal, and the goal was to maintain
9 claim that an independent entity, that has not paid 9 the hospital as it fiad been in the past, and to
10 any consideration, shall now become the seller of 10 create a foundation which creat -- which supports the
11 KMC? I don't understand that analogy at all, i1 -- which supports the community, which it does.
12 A You may not, and 'l admit this is -- 12 Q Tomainfain the hospital as it had in the
13 Q Irregular. 13 past. Had the hospital previousiy been governed by
14 A --avery complicated transaction. Ts it 14 one mentber, one single mentber of a board of
15 irregular in the business world, are there more 15 directors, one person, one entity, one corporate
16 complicated? No, there's lots of complicated 16 entity?
17 fransactions, 1% A Yes,
18 Q Well, you've made a point of saying that, 18 Q Ever?
12 you know, this was apparent on its face, it's clear. 19 A Tt had been.
20 It's not, Even as you acknowledge now, it's very 20 Q When was that?
21 complicated, low do you cxplain fo this jury that an 21 A Tknow that there was a corporate member
22 unrelated newly created entity, that didn't even come 22 before.
23 inte ¢ffect until November, hias any right to 23 Q  Was it the sole member, Mr. Jones?
24 distribute the assets of Knapp Medical Center, 24 A There is only one corporate member, yes,
25 including its governance, to a third party? 25 Q No. Was he the only corpoerate member with
Page 156 Page 157
1 no other members of that board? 1 whatsoever, in Knapp Medical Center?
2 A Are youtalking about did that corporate 2 A Yes,
3 member have only one member? Idow't know. Iwasnk 3 Q  Andis it your testinrony that the board of
4 involved -- 4 direciors directed you to create the Knapp Community
5 Q Did le have a hundred percent control of 5 Care Foundation?
6 Kuapp? 6 MR. KIRBY: Objection, attorney/client
7 A 1don't know who the he was. [ mean, there 7 privitege, work product; can't answer that,
8 was -- 8 MS. IBARRA: He's already testifted to
9 Q You're the one that told this jury that 9 that. Do yeu want him to open the door, or not?
10 there was a corporate member, 10 MR. KIRBY: He didn't testily as {o what
11 A There was. 11 the board of directors directed him, specificatly,
12 Q  And I'm asking you did ¢hat corporate member 12 refated to that,
13 have 2 hunered percent control of the board of 13 MS. IBARRA: Certify the question,
14 directors -- the board of this hespital, like Prime 14 please. We have an agreement --
15 docs? 15 MR. KIRBY: Why are you asking him
16 A Ldon't know. Tknow that Knapyp is still a 16 again, if he's already testified, by the way?
17 nonprofit hospital, like it was before, and even 17 MS, IBARRA; We have an agreement that
18 though there may be conlrol at the Prime level, and 18 this will be a mnning request that the questions be
19 before there was control at a different corporate 19 certitied.
20 mentber level, it's still & nonprofit hospital and 20 MR. KIRBY: Why are you asking again, if
21 subject to all of the same rules and regulations it 21 he's afready answered it?
22 was before. 22 MS. IBARRA: Beeause I couldn't believe
23 MS. IBARRA: Objection, nonresponsive. 23 he said it.
24 Q (Ms. Iharra) My, Jones, is it your 24 Q (Ms, Ibarra) You festified earlier that the
25 testimony that Prime obtained no equity interest, 25 money taken out of Knapp Medical Center must be
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1 rebuilé fron: net patient's proceeds; is that correct? 1 Just for a brief second. Had UHS purchased afl of
2 Did I misunderstand you en that, foo? 2 the assets of Knapp, assuming the City would have
3 A Idon't know what that means, 3 allowed them to do that, or could have allowed them
4 Q Idow's know. That was yout words, Iwrofe 4 to do that, and did, then UHS would have continued to
5 it down when you said it, 5 operate the hospital, similar to what's being dene
6 A Do you know what your question was? ['ll be 6 now, that's the intent of the {ransaction, is that
7 happy to answer it again. 7 the hospital continue to operate, and there would
8 Q Iwas asking you as to, again, why Knapp 8 have been a foundation, which would have at that
9 Medical Center's assefs, its investments and its 9 point been Knapp Medical Center would have been the
10 cash, were removed from Knapp Medical Center? Aud 10 conlinuing foundation, called the legacy foundation,
11 you said because of the -- it does not look right, or 11 that would have continued to hold afl the money, and
12 it was the appearance of getting something for 12 would have had 140 million doltars and would have
13 nothing, Now I didn't understand what you meant by 13 been here to do the exact same things that Knapp
14 that, Can you explain that to me? 14 Community Care Foundation is doing, to support care,
15 A TH do my best, beeause it's -- you're 15 indigent care, and all the other programs we tatked
16 confusing what I said before, So I'll do my best. le about in that certificate of formation. That's the
17 So you said -- and [ tried fo give examples. Again, 17 way from a high level the transaction should have
18 the structure is somewhat complicated, but there's no 18 looked. The new entity, the new purchaser had
19 problem with it legally, so I'm trying to make it 19 control of -- you know, would have owned all the
20 make sense to you, But had we -- the goal of the 20 assets of Knapp in that circumstance, and would have
21 transaction was to have a foundation that had this 21 continued to operate the hospital, and you have a
22 meney {o benefit the conununity and a hospital, Let 22 foundation with 140 million dollars.
23 e take a siep back, maybe this will help. Let's go 23 So let’s fast forward to one year, until
24 back and look briefly at what the UHS transaction 24 we're af the end of 2012 and beginning of 2013, look
25 woutld have been - looked like hiad it gone through. 25 at the transaction from a high level, Knapp Medical
Page 160 Page 161
1 Center is being operated as a hospital, and you have 1 in that anal -- financiak anatysis, whatsoever.
2 a foundation with 104 million doltars. That's why it 2 Q But that's what happened, Isn'¢ it?
3 ali worked that way, is to accomplish that goal, 3 A No,
4 which it did. 4 Q Prime did not teave Knapp Medieal Center,
5 MS. IBARRA: I'm gonna object to the 5 the abligor, the sole obligor on the boud to the
6 extent that you came to a legal conclusion on whether 6 extent of 56 million dollars in debt?
7 it legally was okay. 7 A Yes, just as it was before.
8 Q (Ms, Ibarra) But my question now is first 8 QI understand. That's nof what would frave
9 the difference there, of course, is that United would ¢ happencd in the Unifed transaction, though? That was
10 have paid 160 million dollars for such an asset, as 10 part of the deal, wasn't it?
11 opposed to the 25 to 30 miktion that Prime paid, 11 A Right. Had Prime decided to pay the bonds
12 That's a significant difference, isn't it? 12 off, they could have done that, The value of the
i3 A No, because you're incorrect in your -- at 13 transaclions is the same, cither way.
14 tiie end of the day, let's look at them side by side. 14 Q And you didn’t recommend to them that they
15 One woutd have ended up with the foundation with 104, 15 pay off that debt so that KMC would net be burdened
16 which it did, and the UHS deal would have had 140. 16 with i¢?
17 So there's a 36 million dollars difference between 17 WITNESS: You gonna let me answer that
ig those 1wo mumbers, and that's the difference between 18 one?
19 the two transactions, which is there are reasons for 13 MR. KIRBY: Are you talking about a H
20 that 20 recommeitdation to Prime, or to --
21 Q  Woutd those reasons also include that the 21 WITNESS: Tthink she's asking whether |
22 UHS transaction wonld not have left Knapp in debt 56 22 recomimended to the board,
23 million doltars in bonds, whereas the Prime 23 MR. KIRBY: I thought she was asking
24 transaction did? 29 about Prime,
25 A Absolulely not. That has no patt in that -- Z5 Q  (Ms. Ibarra) No, I'm asking about Prime.
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1 MR, KIRBY: You can answer to Prime. 1 Care Fomndation, 1 don't know why that would have
2 Q (Ms, Ibarra) Did you recommend to Prime 2 ever been the case, why somebody would let an
3 that they pay off the bonds? 3 independent foundation collect all of their funds for
4 A Absolutely not, That's certainly not my 4 them, but certainty not. That was never intended, it
5 role to tell -- to dictate the tenms of the 5 ha never been tie case.
6 {ransaction. 6 MS. IBARRA: Fm gonna object to the
7 Q Sonothing about this fransaction was your 1 portion that's nonresponsive,
8 input, with regard to whether it was good for the 8 Q  (Ms. Ibarra) Does the money come to Knapp
9 community, good for the board, good for Knapp, or 9 Medical Center?
10 good for anybody? It was just putting a deal 10 MR. KIRBY: QObjection, form.
11 together, 11 A Tamnot--
12 MR, KIRBY: I'm gonna ohjcet to that, 12 Q  (Ms, Ibarra) Or does it come to Prime, who
13 He's answered that multiple times already. 1t's a 13 runs the board of directors? How did you design
14 harassing question, he's afready answered it anyway. 14 this? Where dees the money go?
15 MS. IBARRA: It would have taken less 15 A Oh, it goes to Knapp Medical Center.
16 tinte {0 just say yes. 16 @ Okay, And that meney, and its distribution,
17 Q (Ms. Ibarra) And, therefore, you safd that 17 and the things that are bought, are directed by Prime
18 the money from the net patient revemies are stili 18 Foundation?
19 coming into Knapp Medical Center, correct? 19 A What dist -- are you --
20 A What do you mean by net patient revenues? 20 Q Just yes or no?
21 Q@ When g patient pays by Medicare, Medicaid, 21 A Distribution to whom?
22 government assistance, insurance, persenal pay, the 22 Q Who controts the money that comes to Knapp
23 money is being colleeted at Knapp Medical Center; is 23 Medical Center?
24 that correct? 24 A Well, let me clarify my -- my response. I'm
25 A It was never designed to be Knapp Community 25 SOITY.
Page 164 Page 165
1 Q [Ithink this is simple, yes or no. Just 1 A Okay,
z telt me who controls the money. 2 Q Can Prime Foundation contract with Prime
3 A Til be happy to. A distribution to me, 3 for-profit and pay that Prime for-profit's
4 when yourre falking to me as a fransactional attemey 4 subsidiary corporation, the liospital managenent
5 in this context, means a distribution to an owner. 5 company, an amount of money from Knapp Medical Center
3 So can Prime take money from Knapp Medical Center and 6 to manage Knapp Medical Center?
? distribute it to Prime? Ne. Is Prime in charge of 7 MR. KIRBY: Objection, form,
8 directing and appointing members of a board of ] A Well, there's a number of ways to answer
4 directors who then select a chicl operating officer 9 your question. [seg--
10 and CFO, that then pay the funds on behalf of Knapp 10 Q  (Ms. Ibarra) Yes or no would be a good
11 to whoever they owe bills to? Yes, But can Prime 1t start,
12 take the money out for themselves? No. 12 A [see no legal reason why they can't, but I
13 Q Can Prime Foundation pay Prime for-profits 13 think what you should be asking me is whether or not
14 managemeif, hospital management company, an amount 14 the membership interest transfer agreement says that
15 of money to manage Knapp Medical Center? 15 they cannot, then no, it doesn, But if you're just
16 A They can contract with whomever lhey want at le tatking about a general right for Knapp Medicat
11 the Knapp Medical Center level, but you said 17 Center to contract with whatever entity they want, of
18 disteibution or disbursement or something. 18 course, they can contract with whomever they want,
19 Q  Well, let's -- I just asked you a new 19 unless there's some legal barrier that I'm not aware
20 question, 20 of in some scenario. But beyond that, no, there's
21 A A distribution is, to me, a payment to a 21 none that I'm aware of,
22 sharcholder, and that is not the case. 22 Q You're aware that Prime for-profit owns
23 Q Allright, Let's make sure we don't include 23 unumber of subsidiary corporations that provide
24 the word "distribution”, because | don't want to 24 services (o hospitals, correct?
25 confuse you. 25 A Through your testimony, | have heard as
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1 much. 1 MS. IBARRA: Certify the question.
2 Q Allright, Is there anything in your 2 Q (Ms, Ibarra) Let'slook at part D under no
3 agreement, yeur membership transfer agreement, that 3 sale. Twould like to go through i€ sentence by
4 prohibits Prime from contracting with its own for- 4 sentence where [t says, beginning — and fell me if I
5 profit to provide services to Knapp for money? 5 read this corrveetly, "For at least seven years after
6 A No. 6 the closing, Prime Healtheare Services Foundation
1 Q T'm gonna ask you fo look at page 47 of the 7 agrees not fo sell, lease, or, directly or
8 membership transfer agreement, and I want to look at 8 indirectly, give up controt of the medical center fo
9 this sentence by sentence, And by {he way, I'm goona 9 any third party other than to an affiliate,” Did 1
10 assumnte that since your services to this transaction 10 vead that correctly?
11 ended when it was consummated, you don't know who 1 A Youdid.
12 Prime Foundatton contracts with to provide serviees 12 Q Okay. And affiliate is defined in this
13 to Knapp; is that correet? 13 agreement on page 8 as any person directly or
14 MR, KIRBY: And I'll insteuct him not to 14 indirectly controlling, controlled by, or under
15 answer that, to the extent that he's gained any 15 common control with a second person, Who are the
16 knowiedge -- to the extent that you've gained that 16 affitiates you are referring to in His section?
17 knowledge in the representation of Prime Foundation 17 Does that include Prime for-profie?
18 or Prime for-profit. 18 A ldon't know, Idon't know all the
12 MS. IBARRA: Well, if the answer is no, 19 steucture of Prime for-profit and whe -- T mean, you
20 it's no. Ifhe hasn't gained any knowledge, he 20 can decide that on your own, 1 think, 1don't know
21 doesn't have any. 21 if T have all the information you do about their
22 Q (Ms. Ibarra) Is your answer no, or I'm not 22 underlying ownership and who is in controt of what?
23 gonna answer? 23 Q Ouce again, you were just drafting terms,
24 MR. KIRBY: My instruction remains. 1 24 So for some reason -- for seven years after ¢losing,
25 don’t know whether he has it or not, but -- 25 Prime Healtheare System Foundation agrees not fo selk
Page 168 Page 169
1 confrol of the membership's medical center, IT it 1 following cvents shall consfitute a violation" of the
2 didn't acquire an ewnership interest or any asset, 2 section I just read, Section 5,3D, Did I read that
3 how can it sell control of the medical center? Is it 3 earrect?
4 gonna sell its place on the board of dircetors? Is 4 A Youdid, ;
5 that not an asset? 5 Q Okay. So the following is not a violation ﬁ
& MR. KIRBY: Objection -- 6 of that right to scll to an affiliate within seven
7 A Ttwould sell its membership interest. 1 years, that Prime lealtheare System Foundation and
8 MR. KIRBY: Objection, form. 8 any other affilinte of Prime Healtheare System
9 A That's where the control lies, 9 Foundatien that owns an equity interest in the
190 Q {Ms. Ibarra) Okay. 10 medical center may pledge its Interest pursuant to a
11 A There's a corporate member that has control 1t loan agreement, and the lenders under such loan
12 of selecting the members of the board of Knapp 12 agreentent, or their agent acting on their behalf, may
13 Medical Center, and that's where control lies. Soif 13 foreclose upon such equity interest, What is the
14 they wanted to sell their membership interest, this 14 equity interest that Prime Foundation acquired that
15 is a restriction against them having done so, 15 it can pledge in an independent unrelated foan
16 Q TForseven years, other than fo an affiliate ie agreement that the lenders can foreclose on?
17 of Prime Foundation? 17 A There would be none at that point in time.
18 A That's correct. 18 Q Ckay. When -- if this is -- is this the
19 Q Any time during that seven years, it can 19 complete transaction, siv?
20 sell it fo an affiliate, correct? 290 A Yes.
21 A Yes, 21 Q Okay. You are a contract attorney, corvect?
22 Q  Andif an affiliate includes Prime 22 A Tam.
23 Fourdation -- Prime for-profit, it can do so? 23 Q  And you know under the law that every word
24 A Inmy opinion, yes. 24 in a contract is gliven a meaning, You don't just
25 Q "Notwithstanding the foregoing, none of the 25 disregard those words that have no -- that you don't

ACTION REPORTING /

{956}

e R e e R

169

to

631-1024

pamE

)




MATTHEW JONLES

Page 170 Page 171
1 think are important, correct? 1 Healthcare Services, Inc. or a subsidiary, and agrees
2 A Correct. 2 to assume the obligations set forth in Section 5.3,
3 Q Okay. So explain to me, if this is the 3 Because that only occuwrs if they ender inte an
4 complete agreement, why you've gof it in there that 4 agreement with the City for the release of the
5 they have the vight to use - to collateralize, in an 5 restriction. Obviously, it could never happen until
6 independent financial transaction, an equity o the City had agreed, or if the City had agreed to
7 interest you say they don't have? 7 release the restrictive covenant. Otherwise, none of
8 A I'mtrying to read this section again, so I 8 those things can happen.
9 can nake sure that I'm understanding it from the ¢ Q  Mr. Jones, what on earth does that have to
10 beginning to the end, so bear with me a second. 1 10 do with the equity interest described in this passage
11 don't recall exactly why this language is there, 11 fhat can be transferred and released to a lienholder
12 other than it was contemplated that at some point in 12 or somebady to whom you have a lean? What does that
13 time that there could have been a change in the 13 have to do with anything? I den't understand why
14 makeup of Knapp, depending on whether an agreement 14 this provision is even in there, especially when you
15 was ever reached with the City, And so there isn't 15 saicl this is the entive agreement, and there is no
16 an equity interest in Knapp in favor of Prime 16 additional consideration, in yowr terms, to buy or
17 Healtheare Services Foundation at closing, but there 17 acquire these assets, that is the realty and
18 conld have been, had things changed with the Cily is 18 personaley, So please explain to this jury that --
19 the best as I can recall, 19 why you use the term equity, if there is none?
20 Q  Where is that in this agreement, sir? 20 MR. KIRBY: Objection, forny. He's
21 A It's -- the best indication of that to me is 21 already answered that. You're asking for his legal
22 that in this Roman at IV, where it talks about 22 opinfon. He hasn't been designated as an expert in
23 Prime's -- afler three years of the transaction, 23 this case. He's not answering it again, You can
24 which calls for them to sell the medical center to a 24 move o1,
25 related for-profit entity, including Prime 25 MS. IBARRA: Certify the question.
Page 172 Page 173
1 Q  (Ms. Ibarra) Is if possible that, Mr. 1 was going to own the property known as Knapp Medical
2 Jones, that at the fime this transaction was entered 2 Center.
3 into, December 28, 2012, to become effective January 3 MR. KIRBY: Okay,
4 Lst, that at least at that time there was a decision 4 A Well, you've seen the letter of infent that
5 made that the assets of Knapp Medical Center, the 5 tatked about that being a possibility. But once the
3 hospital, the pavking lots, and alk other preperty, 6 membership interest transfer agreentent was executed,
7 were going to be transferred to Prime? 1 which was in November, that was the structure and the
8 MR. KIRBY: Objection, form. 8 structure never changed after that at any point in
] A No. 9 time, and it never had fliem acquiring any assets
10 MR. KIRBY: And objeci, attorney/client 16 directly in faver of their foundation, Prime
11 privitege and work product. 11 Foundation, or of them having an equity interest,
12 MS. IBARRA: Certify the question. 12 other than if you want to calt having the ability to
13 Q {Ms. Ibarra) Was there any discussion with 13 appoint board members equity, that's all they have,
14 Prime that Prime would acqulire the assets of Knapp 14 That's all they've ever had. That's what the
15 Medical Center? 15 membership interest transfer agreement contemplates.
16 MR, KIRBY: Ave you faiking about before 16 Q  (Ms. Ibarra) Tell me wherein the
17 the transaction was consummated, I presume? 17 membership transfer agreement it specifically says
ig MS. IBARRA: That's the only way, and 18 that all veal property shall remain with Knapp
19 it's with regard what their discussions were. 19 Medicat Center as the owner,
20 There's nothing protected, unless he represented 20 A it doesn't have to because --
21 Prime at tite time. 21 Q Ididn't ask that, sir, Where does it
22 MR. KIRBY: His discussions with Prime? 22 exist. Isitin there, orisn't it?
23 MS. IBARRA: Yes, 23 A Ttisnot.
24 MR. KIRBY: Asto what? 24 Q  Okay, Who -- does it say anyplace in theve
25 MS. IBARRA: As to whether or not Prime 25 what's gonna be done with the Knapp Medical Center
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i property, except the lot, which we know went to KCCF, 1 MS. IBARRA: Mr. Kirby, that was my
2 as a result of this transaction? 2 question to him, Where in this document does it
3 A The assets aren't being transferred, other 3 prohibit -
4 than the assets that are being removed to KCCF. So 4 MR KIRBY: He's never said that it does
5 everything stays in place. Fhere is no transfer of 5 say that.
6 any asset, other than the cash that's taken out. 6 Q  (Ms, Ibarra) Daes the document prohibit
7 That's the only thing -- you don't have to falk about 7 Prime Foundation from acquiring the assets known as
8 what real estate is left, or what personal property 8 Knapp Medical Center dovwn the road without additional
2 assets are leit, or what contracts are left, or 9 consideration?
1¢ anything else, because they all stay in place, just 10 MR, KIRBY: Go through the entire
11 like they were before. 11 decument, if she wants fo ask you that question,
12 Q Well, sitee Prime -- since it's silent on 12 Read the entire thing.
13 that issue, and Prime has total control of the 13 Q (Ms. Ibarea) If you have te. You drafted
14 hespital, what stops Prime from executing a deed on 14 it. Did you draft it to prevent that from happening?
15 the property to themselves ou all of the property? 15 A Other than this provision here that talks
16 MR, KIRBY: I objcct to that question. 16 about the seven years and them doing -- but that's
17 You're just asking for his legal opinion about -- 17 only as to their controlling interest, so that
18 MS. IBARRA: No, I'm asking him where in 18 doesn't apply. No, because what's still out there is
19 this document it says that Prime is forbidden from 19 the restrictive covenant, which insures that it's
29 doing that and these assets shall remain with Knapp 20 gonna be a nonprofit. And so to the degree that
21 Medical Center. 21 Knapp Medical Center, to the degree that we could
2z MR, KIRBY; e hasn't -- 1 dow't believe 22 fave sold to a different nonprofit, which my opinion
23 he's testified that the document says that. So if 23 we could have, and we could have sold att the assets
24 you want to show hitn where yout believe it says it, 24 directly to Prime Foundation, because they're a
25 then show him, and he can answer a question. 25 nenprofit, but we didn't, But the same rights that
Page 176 Page 177
1 Knapp Medical Center's board had before to self the 1 A No.
2 hospital, in a manner that satisfied the provisions 2 Q PartIH. Prime -- this is also net a
3 ofthe restrictive covenant, that right remains 3 vialation, Prime Healthcare Systems Foundation has
4 intact today. 4 entered into a transaction which calis for Prime
5 MS. IBARRA: Objection, nenresponsive, 5 Healthcare Systems Foundation to sell the medical
6 Q  (Ms, Ibarra) Is your answer that no, 6 center to a related nonprofit. How does it sell {he
7 there's no provision that prevents that from 7 medical eenfer, if it does not acquire the assef?
8 happening? 8 Again, is it your festimony that it may acquire the
9 A That's my recollection. 9 asset down the road without additional
10 Q Thank yow. Let's go on to Section 11, It's 10 consideration?
i1 not a violation of this section if Prime Healtheare 11 A The assets of Knapp Medical Center are owned
12 System Foundation has entered into a financing 12 by Knapp Medical Center, as they were before. So can
13 transaction which calls for Prime Healtheare Systems 13 it transfer all of its assets from one nonprofit to
14 Foundation fo sell or lease a portion of the real 14 another, | think that's wiat you're asking me, can
15 property, Mr. Jones, if Prime Healthcaye Systems 15 they do that to the extent that the attomey generat
16 Foundation assumed no equify interest or asset, how 16 would allow them fo do s0? I guess so, It's & legal
17 can they sell or lease a portion of the veal 17 question you're asking me. That's really -- I don't
18 property? When would they have acquired that if they 18 know that 'm understanding your question right,
19 didn’t attempt to acquire it through this 1¢ but -
20 transaction? 20 Q  Okay. Welk, let me make sure I've asked you
21 A They can't. 21 correctly, because I do want you to understand it.
22 Q  Then why is it there? 22 You've testified that Knapp Medical Center at the
23 A Incase it changed in the seven year period. 23 montent owns all of ifs assets, correct?
24 Q But there's no conditional consideration 24 A Yes.
25 required for that, is there? 25 Q That can echange in an hour if Prime decides
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1 it wants fo execufe a deed, and execute {ts rights as 1 doing anything else, as a resuit of this agreement?
2 a member of the board of directors, to give itself 2 A Well, you said to pay consideration. Are
3 all of Knapp's property; isn't that correct? 3 you talking about to pay more consideration to the
4 A Which Prime? 4 Knapp Community Care Foundation?
5 Q Prime Foundation, 5 Q Let me clarify it again, Mr. Jones, because
6 A So another nonprofit corporation that & this is -- this is not difficult, Based on this
7 satisfies all the terms and conditions of your 7 agreement, can Prime Foundation require or produce
8 restrictive -~ City's restrictive covenant? 8 for itself a deed that surrenders ail of the assets
9 Q No, sir, that's not my question, 1don't 9 currently owned by Knapp Medical Center to itself
10 need you to address for me what Prime Foundation is, 10 withont doing anything else?
11 because, obviously, that's in disagreement, I'm just 11 MR, KIRBY: Let me object. Iiean this
12 asking you because Prime is the sole member of the 12 whole line of questioning is -- yen're asking him,
13 board of direcfors, if it wanis to snap up the 13 who is an attorniey, to on the spot give you legal
14 hospital and everything that goes with it an hour 14 opinions about matters that he's never considered,
15 from now, it has the right to do so, docsn't it, 15 And so, basically, you're just wanting him to help
16 without paying any more consideration? 16 you ot and help you understand legal issues that he
17 MR. KIRBY: You're talking about Prime 17 has to come wp with on the spot —
18 Foundation? 18 MS, IBARRA: No.
19 MS. IBARRA: Fam, 12 MR. KIRBY: -- and I'm gonna -- I'm
20 MR. KIRBY: Because you said Prime in 20 gonna instruct him not to answer, He's not being
21 your question. 21 offered for that purpose, so there you go, there’s
22 MS, IBARRA: Prime Foundation. 22 YOur answer.
23 MR. KIRBY: Youneed to be specific, 23 A Ckay. Let me clarify this.
24 A Paying consideration to whom? 24 MS. IBARRA: Again, F'm gonna ask that
25 Q (Ms, Ibarra) Does it have the right without 25 it be certified.
Page 180 Page 181
1 Q (Ms. Ibarra) Mr, Jones, you nican you never 1 to Knapp right now, I'want fo know if Prime can stop
2 considered what would happen to the property at Knapp 2 that ownership by taking the assets, itself?
3 Medical Center wien you drafted this agreement? 3 MR, KIRBY: And I have my same
4 MR. KIRBY: I object to that question, 4 objections, It calls for a legal opinion. We're not
5 eatls for attorneyfelient privifege, work product; 5 answering it.
6 instruct him not fo answer. 6 MS. IBARRA: Certify the question.
7 MS. IBARRA: Cerlify the question. 7 MR. KIRBY: And also deals with --
8 Q  (Ms, Iharra) I think you've answered it, 8 VIDEOGRAPHER: Off the record.
g that they can do that. The board of divectors -- i} (OFF THE RECORD)(2:04-2:09)
10 right now, the way it's set up in yowr agreement, 10 VIDEOGRAPHER: On the reeord, the time 1
11 Prime can divect Knapp to do anything it wants to do, 11 2:09.
12 correet? 12 MR. KIRBY: I justwanted to finish up
13 MR, KIRBY: Again, you're still asking 13 my objections, witich were also altorney/client
14 him for his legal opinien related to what Prime can 14 privitege and work product privilege.
15 door can't do, You'll get yowr chance to ask Prime 15 MS. IBARRA: Certify the question,
16 that when you have their corporate representative 16 please,
17 deposition, assuming that's one of your topics. 17 Q (Ms. Ibarra) Mr. Jones, fust to finish up
i8 Q (Ms. Ibarra) I am asking you -- 18 that segment you'll agree with me that part IV is,
19 MR, KIRBY: I'm instructing him not to 1¢ essentially, the same as pavt IT1, allowing Prime
20 answer, It's a tegal question. 20 Healtheare Systems Foundation to self or lease -- to
21 MS. IBARRA: I'm asking Mr. Jones fo 21 sell the medical center, as it says here, to another
22 tell me what he was attempting to do when he drafted 22 entity, the difference being with part 1V is that you
23 this agreement, 23 ean setl to a for-profit in three years, an
24 Q (Ms. Ibarra) The assets of Knapp Medieal 24 affiliated for-profit in three years, as opposed to
25 Center -- you've alveady testified that thiey belong 25 an affiliated not-for-profit himmediately, TIs that --
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1 is that tie ondy difference? 1 the decision had already been made that they were not
2 A That's the difference [ see, but the sate 2 gaing to take the asscts of the hospital; is that --
3 fias 1o also comply with E, dealing with -- providing 3 is that correct?
4 the essentizl services for the next seven years, and 4 A Yes.
5 including the name Knapp Medical Center, and their 5 Q Okay. I'm gonna ask you now to look at a
6 charity care policy, and that they won't close for 6 different exhibit, keeping in mind that November 20th
7 the seven years. So they stilt have to abide by the 7 date, Let's take a look at Exhibit 3; is that
8 other things in there, but -- but yes. 8 correet? No, I apelogize, it's Exhibit 21, 1lave you
9 Q I'm gonna ask you te turn page 7 of this 9 seen this decument before?
10 membership interest transfer agreement, The first 10 A Exhibit 21 {0 the membership interest
11 paragraph. I'm reading here from KMC page 7, "This 11 transfer agreement?
12 membership interest (ransfer agreement is made and 12 MR. KIRBY: Did you hand him something?
13 cnfered into as of the 20th day of November, 2012." 13 MS. IBARRA: 1did, it's over there.
14 Do you see that? 14 Exhibit -- it's actually our exhibit -- to this
15 A Pwas looking at page 7 of the document, but 15 deposition, it would be marked as Exhibit 21 in
16 you're talking about - 16 production, but it's Exhibit 21 with regard -- it has
17 Q KMC 0007, 17 a different number on it.
18 A Gotit 18 MR. KIRBY: 1mean, this is some time
19 Q Okay. So this agreement, dated November 1% ago that you handed it to him?
20 20th, 2012, is the fical document that was entered 20 MS. IBARRA: It's among tire four
21 into with Prime and KMC; is that correct? 21 documents I gave him.
22 A That's correct. 22 Q {Ms. Ibarra) Itis Exhibif 21, the minutes
23 Q Okay, And so at the date thatl you testified 23 from the board of directors meeting at your office,
24 earlier that this was finally completed, the 24 A Okay, Exhibir23,22 --
25 membership interest transfer agreement, there was -- 25 MS. IBARRA: [ have another copy if you
Page 184 Page 185
1 want it. 1 voted on it?
2 MR.KIRBY: 1don't think she's given it 2 A 1don't-- I'm assuming T handed out copies
3 to you. The minutes from what, from the Knapp 3 there, but certainly in a meeting, as you can
4 Community Care? 4 appreciate, and a meeting that starts at 4:00 and
5 MS. IBARRA: Ne, Knapp board of 5 ends at 5:00, nobody is gonna read this entire thing
6 directors meeting, four o'clock. Do you need a copy 6 in that time period. So we had had varying meefings
7 of it? 1have it if you need it, 7 where we had discussed the siructure and a number of
8 A Four o'clock, November 20th, 20127 8 the significant terms, and | had been dealing with
9 Q {Ms, Ibarra) Yes, sir. 9 those, yes, with the board, on the drafting of
10 A Okay. Yeah, I have that as Exhibit 10 here. H certain language, But can 1 say that they afl reada
11 Q This was a meefing that took place on the i1 hundred percent of it? can't say that. They
12 same day that the membership interest fransfer iz certainly had the opportunity if they wanted to,
13 agreement was completed, that is the effective date i3 Q  Well, did they have the opportunity since
14 of November 20th; is that corvect? 14 the vote was taken that day?
15 A That's correct. 15 MR, KIRBY: Objection, form,
16 Q  Was the board -- were the board members 16 Q  (Ms, Ibarra) You can see on page 4 of this
17 given a copy of the membership Interest transfer 17 document that the vote was taken the very day that
18 agreement? 18 this document was completed, correct?
13 A 1 don't remnember. 19 A Yes.
20 Q Okay. Youdon't have any ree -- there's 20 Q Was there a time, sufficient time, in that
21 been a great deal of effort to protect this 21 one hour and 10 minute meeting for them fo go through
22 membership interest transfer agreement. Do you have 22 a 500 plus page document?
23 any remem - any discussion whether or not the 23 A Of course not.
24 members of the board should he given a copy of the 24 Q Alkright, Let's look at this document,
25 membership interest transfer agreement before they 25 sizs This is at your office; is that correct?
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1 A That's correct. 1 they can wear their other hat when they get to the
2 Q 1t was at four o'clock in the afternoon? 2 next one.
3 A Yes, 3 Q Well, were the actions that they took in
4 Q  YWhy was the meeting at Jones Galligan, Key & 4 this meeting going to impact KCCE?
5 Lozano? S A Absolutely.
6 A That's where we chose to hold it 6 Q Albright, Attending this were Rudy
7 Q  Okay. At that time -- now you had already ki Salinas, Norma Montalvo, Bertha Suarez, Brian
8 created Knapp Community Care on Noyvember the £5th, 8 Ilumphreys and Abraham Tanaus, correct?
g hiadn's you, five days earlier? 9 A Yes
10 A Thal sounds right. 10 Q  As members of the beard of directors for
11 Q)  So af this time, st this meeting, at four 11 KMC?
12 o'clock, the members of the Knapp Medical board of 12 A That's correct.
13 directors were wearing two hiats, correct? They were 13 Q And those individuals are now members of the
14 members of the board of directors of Knapp Medical 14 board of directors of KCCF, correct? Or at least
15 Center and members of the board of directors of KCCIF 15 {liey were when you were involved with it?
16 as of the time of this mecting; is that correct? 16 A Well, that's not correct now. It was
17 A Well, your hat reference I will disagree 17 correct immediately afler the closing --
18 with. They were cerlainly members of both boards, 18 Q Okay,
19 but we hadn't even had an organizational meefing yet 19 A --and at the beginning of January, the
20 for Knapp Community Care Foundation. That came 20 first couple of months of 2013, and then that board
21 immediatety after this, but -- 21 of Knapp Community Care Foundation has ehanged since
22 Q Tunderstand. 22 then.
23 A -- but ai that point, they would be members 23 Q  Well, certainly during the peried of time of
24 of both boards, but when they were in this meeting, 24 organization, transfer of asscts, dissolution of the
25 they're wearing their Knapp Medical Center hat, and 25 hoard's responsibilities to KMC, these individuals
Page 188 Page 189
1 were en both beards of directors, correct? 1 in the transactional docunients a long time ago.
2 MR, KIRBY: Objection, form. 2 Q (Ms, Ibarra) Was there anything -- any
3 A Absolutely. That's the way it was designed. 3 reason that Beb Galligan necessarily attended this
4 Q {(Ms, Ibarra) And thatincludes My, Jolin 4 meeting?
5 Lackey, correct? 5 MR, KIRBY: And F'll object to that,
& A That's correct. & instruet him not fo answer --
1 Q Okay, And those individuals were present at 7 MS. IBARRA: Certify --
8 this meeting, which also states that you were present 8 MR, KIRBY: Attorney/client privilege,
9 at this meeting. 9 work product privilege.
10 A Twas. 10 MS, IBARRA:; Cerlify the question.
i1 Q Okay. And Bob Galligan, 11 Q (Ms. Ibarra) Did you have an opportunity to
i2 A Hewasalso. 12 review these minuées after they were prepared?
13 Q Why did Bob Galligan attend this meeting? 13 A No.
14 MR, KIRBY: Object to that, instruet you i4 Q Who prepared them?
15 not to answer, attorney/client privilege, work 15 A Katy Fehler, executive assistant.
16 produet privilege, 186 Q Okay. Daocs she work for you?
17 Q (Ms. Ibarra) Was Mr. Galligan involved in 17 A No.
18 prepavation of the transactional documents, or 18 Q Olkay. Were they submitted to My, Lackey,
19 anything with regard the subject matter of this 19 the chairman, fo be signed?
20 minufe swmmary? 20 A Hesigned them.
21 MR, KIRBY: He's already answered that 21 Q So, evidently, somebody submitted them for
22 as to the fransactional doeuments, He said that he 22 review and signature?
23 wasn't invelved in it af all. That's a compound 23 A Correct,
24 guestion, don't even remember the second part of it 24 Q  Okay. It states here that Mr. Lackey called
25 He answered -- he answered as to Bob was not involved 25 the members together at 4:10, so there was a 10
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1 minute delay after the meefing was firs¢ ealled, 1 attomey/client privilege.

2 correct? And then it says yout explained the purpose 2 MS. IBARRA: Certify the question.

3 of the special meeting was to review the proposed 3 Q (Ms, Ibarra) Mr, Jones did you give an

4 transaction with Prime Healtheare Services 4 overview that explained the membership transfer

5 Foundation. Now your earlicr tesfinony was that you 5 agreement to the board of directors?

6 had gone over certain paris of the -- of the 6 MR, KIRBY: Objection, attorney/client

7 transaction, What was your responsibility or your 7 privilege, work product, asked and answered; don't

8 goal with regard reviewing the proposed {ransaction? 8 answer,

9 MR. KIRBY: Object to that, 9 Q  (Ms. Ibarra) Is there anything in this §
10 attorney/client privilege, work product privilege; 10 document that you think is incorrect?
11 instruct him not to answer, 11 MR. KIRBY: Let me think about that one,
12 MS. IBARRA: Certify the question. 12 Yeah, I'm gonna have to instruct him not to answer
i3 Q {Ms, Ibarra} Did you give an overview of 13 that, because it would be atiorney/client, work
14 the proposed transaction with Prime Healtheare? 14 product. If something was done at that meeting that
i5 MR, KIRBY: Object to the question, 15 was different than the way it's stated here, his only
16 attorney/elient privilege, work product; instruct 16 basis for knowing that would have been in the i
17 him not to answer. 17 rendition of legai services, and I don't see how he
18 MS. IBARRA: Mr, Kirby, I need to remind 18 can answer it, 50 -- 1 would like to be ablc {o
19 you that the court has already ordered that these 19 answer it, but we just can't,
20 documents be produced, they are public documents at 20 MS. IBARRA: Certify the question.
21 this titne. There is no reason that he can't read the 21 Q  {Ms, Ibarra) Mr, Jones, is this - is this
22 document and confinn that he was the one that did the 22 document inaccurate when it says that you expiained
23 presentation. 23 the purpose of the meeting?
24 MR. KIRBY: You can ask rim to read the 24 MR, KIRBY: I'm gonna objeci {o that
25 document, but you can't ask him to confirm it. H's 25 question, instruct him not to answer,

Page 192 Page 193

1 attorney/client privitege, work product. And if you 1 interest? Is that an incorrect statement in this

2 wang to, any question you're gonna ask him about 2 document?

3 this, other than have him just read it, I'm gonna 3 A 1think you're misreading that. This isn't

4 object to and assert that same privilege, Soifyou 4 talking about -- the Prime Foundation wouldn't be

5 want to move on, you'll be able to get to talk to the 5 receiving equity interests. It's talking about the

6 court about all of the potential -- 6 fact that Knapp Medical Center had equity and

7 MS. IBARRA: I will, but I'm gonna 7 membership interest in those three entities, and,

8 through it. 8 basically, they wouldn't be reserved out. So

9 MR. KIRBY: -- questions you could ask. 9 whaiever Kuapp had in those interests would remain
10 MS. IBARRA: I'm gonna go through it. 16 intact.
11 MR. KIRBY: Okay. Youwant fo waste our 11 Q  Wiere Prime Healtheare Systems Foundation
1z fime, | puess? 12 will become the 100 percent controlling member of
13 MS. IBARRA: Thank you, Mr. Kirby. I'm 13 Knapp, including all equity or membership interests
14 making my record. 14 that Knapp held. Isthat an incorrect way to read
15 Q (ps, Ibarra) This docuntent says -- explains 15 it? i
16 -- it says here the proposed transaction is set forth 16 A Well --
17 in an overview, which it says that was the purpose of 17 Q Let's go into the next sentence.
ig this meeting, The fransaction is a membership 18 A --youcan read it how you like. The
19 interest transfor agreement where Prime Healtheare 19 stricture is that all those entities are -- have
20 Services Foundation will become a hundred percent 29 Knapp as their member, or Knapp is their owner, and
21 confroiting member of Knapp Medical Ceanter, 21 that remains intact, So Knapp owns the three
22 including ati equity or membership interests in Knapp 22 entities that are referenced there, and Prime
23 Medical Group, the surgery center, the physician's 23 Foundation has control of Knapp.
24 assaciation. Remember that we just -- that you -- 1 24 Q  Soyou're not -- you don't agree that that
25 asked you earlier about whether PHSF got any equity 25 sentence states that Knapp's inferests shall then
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1 become subject to Prime Healtheare Systems’ interest 1 not understand exactly what I explained. This isn't
2 as a result of the transfer? 2 an audio fape. It's not verbatim of what [ explained
3 A That's not what occurred. 3 to the board. The membership interest transfer
4 Q Okay. Well, read your next sentence then, 4 agreement speaks for itself, which is that no assets
5 Prime Healthcare System Foundation will acquire 5 are transferred to Prime Foundation, or otherwise.
6 Knapp's facilities and real estate, including the & They ali stay there,
7 hospital, medical plaza, surgery center, medical 7 Q  (Ms, Ibarra) You testified --
g arts, medical condos, conference center, parking 8 A Now what we did talk about was that there is
9 lots, helipad, and two vacant lots, and it lists the 9 exeluded property, which is the vacant lot, so that
10 exciuded property, Now, My, Jones, you're telling 10 is the property on 8th Street that was gona be
11 this board of directors that on this daie, November i1 conveyed to Knapp Comminity Care Foundation. That
12 the 20th, on e same day that the membership i2 and the cash were the only things being transferred
13 interest transfer agreement was created, they're 13 in the transaction,
14 gonna sell -- all of the assefs are going to Prime. 14 Q Now I asked you earlier where in this
15 Can you read that any other way? What didn't you 15 membership transier agreement that you created doces
16 understaid about your earlier testimony, or what lé it say that, and you said if doesn't say that. But
17 didn't you understand about this transaction that 17 now you're testifying it does, Where is it, Mr,
1B makes your testimony today different from what you 18 Jones?
19 told his board of directors? 19 A Pmtelling you it doesn't have fo say i,
20 MR, KIRBY: Gosh, do you understand her 20 Q  You just said it did, According to this
21 question at all? 21 agreement, this isn't correct. It's in here, Well,
22 WEINESS: | would like to answer it, 22 where is it?
23 MR. KIRBY: Ckay. 23 A [ think P've explained this before, but I'm
24 A The answer to your question is that Ms, 24 gonna explain it again, just to try to be clear,
25 Fehler, when she's doing her minutes, apparently did 25 Q  I'm just asking you where it is, I don't
Page 196 Page 197
1 need a further explanation, sir. 1 chairman, signed these mecting -- minufes,
2 A You, obviously, do. IF I buy -- going back 2 A You said signed this agreement.
3 to my example. You own your stock in your conipany, 3 Q Signed these minutes.
4 If T buy your stock, and I have a contract to buy the 4 A Okay. Yes, he did sign the minutes.
5 stock in your company, I don't have to say in my 5 Q Okay.
6 coniract that I'm gonna keep or dispose of all the 6 A And he also signed the membership interest
7 assets under the -- that all the assets have to stay 7 transfer agreement, which is the document that was
8 in the company. I don't have to say that. Alll 8 presented there,
9 have to do is tell yon which assets are conting out. 9 MS. IBARRA: Objection, nonresponsive.
10 That's the way a stock transfer happens. It's called 10 Q  (Ms. Ibarra) So, apparently, he recalled i
1t excluded assets, and it's in every stock transfer 11 your presentation the sanie way this Ms. Katy Fehler
12 that there is. I'm gonna buy your company, you're iz did? }
13 goma tell me what you're gonna take ont; everything 13 A You'll have to ask him.
14 else is still in there. It does not have to be 14 Q T will. And then even as inaccurate as she
15 specified. It's already -- it's implicit in the 15 was about something that important, she identified i
le deal, and i's clear and everybody ¢lse understands 16 that the total consideration to the dollar was
17 that. 17 $81,969 -- 881,969,289, That's a pretty accurate
18 MS. IBARRA: Okay, objection, ig number, isn't it, Mr, Jones?
19 nonresponsive. 19 A It's a specific number.
20 Q (Ms. Ibarra) Soit doesn't say that, M, 20 Q That's right. Yet, she gets something wrong
21 Lackey signed this agreement. So, appareatly, he 21 as important as where the assefs are gonna go, Mr.
22 ratified the contents, correct? What ether veason is 22 Jones? Isn'tit true, Mr, Jones, that on the date
23 there for him to sign this document? 23 you presented this fo the board of directors, the
24 A Which document? 24 assets were going to Prime?
25 Q The one in front of us where John Lackey, as 25 A No, absolutely not. 1 can't tell you that
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1 enough tines, 1 MS. IBARRA: Thank you, Mr. Kirby. FIl
2 Q 1'm sure you can't, 2 leave it up to --
3 A And, clearly, we didn't draft an 80 plus 3 MR. KIRBY; Becsuse every queslion
4 page with all the exhibit -- membership interest 4 you're asking is argumentative and ridiculous, so I'm
5 transfer agrecinent that sets out what the contract 5 getting sick of it.
6 says, and then have -- and then have a completely 6 MS. IBARRA: Welll ask the court to see
7 different arrangement set forth in the minutes. Tt 7 how you feel about this, sir.
g was, obviously, a misunderstanding by her as to that 8 Q  (Ms. Ibarea) Té notes on page 2, under
] sectiot. 9 closing, that theve would be a public announcement
10 Q  And nothing else -- 10 made after the closing. Is that something you told
11 MS. IBARRA: Cbjection, nonresponsive, 11 the board of directors?
12 Q (Ms, Ibarra) But her understanding as fo a 12 MR, KIRBY: Objection, attorney/client
13 eash payment of nine million doHars, which you 13 privilege, work product; don't answer.
14 testified earlier was accurate, the 1.5 physician 14 Q (Ms, Ibarra)} Did you ever engage in
15 practice purchase price, which is in the document, is 15 discussions that there would be no announcement about
te accurate. That one half of the net working capital 16 the sale of the hospital until it was consummated?
i7 is payable at cfosing, which you tesfificd was 17 MR. KIRBY: Objection, attorney/client,
18 accurate. That, approximately, 7.3 million dollars, 18 work product; don't answer,
19 with the second half due in 90 minutes -« 30 days was 19 Q (Ms. Ibarra) Were you instructed by Prime
20 accurate, So she was good on everything except 20 not to disclose i€?
21 something as important as to where the heck the 21 MR, KIRBY: Prior to the transaction?
22 hospital's assets were going, vight? 22 MS. IBARRA: Yes.
23 MR. KIRBY: I'll object to that, it's 23 MR. KIRBY: Is that what you're asking?
24 argumentative. Move on, or we're gonna shut this 24 MS, IBARRA; Ofcourse,
25 down, I'm getting tived of it. 25 MR. KIRBY: Prime Foundation --
Page 200 Page 201
1 MS. IBARRA: It's dated -- 1 A The basis for it was not discussed.
2 MR. KIRBY: -- whether they instructed 2 Q Olkay, Page 3. It says Prime Healtheare
3 him? 3 Services Foundation at the top of the page, as well
4 MS. IBARRA: Yes, 4 as BBYA Compass, prefer te keep the bonds in place.
S Q (Ms. Ibarra) Did you engage in 5 Did you explain to anybody why those bonds were
3 conversations with Prime wherein you agreed that 6 remaining on the books to the detviment of Kuapp
7 there would be no public disclosure of the sale until 7 Medical Center?
8 after if was consummated? 8 MR. KIRBY: Objection, attorney/client,
9 WITNESS: I can answer it, if I can. 9 work product; den't answer,
10 MR, KIRBY: Yeah, 10 Q (Ms. Ibarra) Well, what was BBVA's Compass’'
11 A There were discussions with Prime about the 11 reasen, pursuant to your discussions as to why they
12 timing of the announcements and what they would be. 12 preferred to keep ¢he bonds in place, as hat term is
13 Q (Ms, Ibarra} And what was your 13 used here?
14 understanding as fo when that timing should be? 14 WITNESS: Tcan answer that?
15 A Afier the transaction closed. 15 Q (Ms. Ibarra) It's conversations with
16 Q And what -- what were you told or what were 16 Compass.
17 the vesults of any conversations you had as to why 17 MR, KIRBY: Oaly as to your
18 that was important? 18 conversations with Compass Bank, if you had any, that
19 MR, KIRBY: Objection, atforaey/client, 19 related to that issue,
20 work product; don'é answer, 20 WITNESS: Tdid.
21 Q (Ms. Ibarra) With regarding conversafions 21 MR. KIRBY: Okay.
22 you had with Prime? 22 A Ihad discussions with, as [ mentioned
23 A T didn't discuss that directly with Prime, 23 before, Bob Norman with Compass Bank, explained to
24 other than the timing of it. 24 him that we needed to fatk to them about the bonds
25 Q Okay, Turn -- 25 and the letter of credit, and that f would get him in
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1 contact with the right parlics at both entities, and 1 Q So af the time of this transaction, was
2 he explained that it would be -- that Compass had an 2 Compass Bank made aware that Prime llealtheare
3 existing relationship with Prime, and that they were 3 Foundation would not be an ebligor on the bonds?
4 very comfortable with them, and that it would be 4 A Yes.
5 their preference that they keep the bonds in place, 5 Q  And that was through discussions with you;
6 as apposed to having the bonds paid off. 6 is that correct?
7 Q (Ms, Ibarra) Did you and Compass discuss 7 A Through initial discussions. That was clear
8 the fact that Prime Healtheare Foundation was not 8 in the initial discussions,
9 going to become an obligor on the bend? 9 Q And did you provide any documents, including
10 A Yes 10 the membership inferest transfer agreement, to
11 Q And they were comfortable -- they told you 11 Compass Bank that would allow them to have a clear
12 they were comfortable leaving it in place, with only 12 understanding that they would be responsible for this
13 Knapp as the obligor, even though they were velying 13 letter of protection that they isswed if KMC did not
14 upon their relationship with -- their prior 14 pay?
15 relationship with Prime Foundation? 15 A 1 don't remember if I gave them ever a copy
16 A My initial discussions with them indicated 16 of the membership interest transfer agreement. Prime
17 as niuch, and (hat became an issue belween Prime and 17 may have, but [ don't remember if | did or I didn't.
18 Compass Bank thereafter. 18 I might have, if they asked me for it, but | can't
19 Q@  What was that issue? 19 remember.
20 A Dealing with the bonds. They had an 20 Q  You would have given them 2 copy, if they
21 existing relationship with them, and they knew that 21 asked For it?
22 the transaction was gonna take place, or if it did 2z A If I was authorized by my client and by
23 what it would ook like after the fact, and they 23 Prime to do if, | would have,
24 dealt with how they were gonna deal with a letter of 24 Q Then it says in order not te trigger hond
25 credit between themselves, 25 covenants, Prime Healtheare System Foundation will
Page 204 Page 205
1 have to put cash in. Did they, on the bonds? 1 A The board considered these as positives, but
2 A 1don't know when or how much, but my 2 T didn't -~ this wasn't information that came from
3 understanding is that they did. 3 me, This wasn't things that | presented on, but
4 Q And who did they put the cash info? 4 these were considerations that the board was
5 A Tt would have gone into Knapp Medical 5 considering in making their determination. And in
6 Center. 6 tenms of positives, in terms of positives with going
7 Q Okay., Buf you don’t know thaf for sure? 7 forward wilh a trans -- with this parlicular
8 Did they give a corporate guaranty that the bongs 8 transaction.
9 woutld be paid? 9 Q (Ms, Ibarra) Who created this list?
10 A That wasn't a requirement of Compass. 10 A Tdon'tknow.
11 Q T understand, buf you said here that more 11 Q Whas this part of your presentation?
12 than likely they would have to do that, Did they? 1z A No.
13 A Not that I'm aware of. 13 Q  So who delivered this information fo the
14 Q Okay. Other consideration, The board also 14 board of ali these wonderful things that would happen
15 considered the following PHS PHSFE transaction 15 with regard to relationship with Prime, if i wasn't
16 benefits and rationale, Was this a list of good 16 you?
17 things provided to the board of directors as fo why 17 A Itwonld have come from things that had been
18 this transaction should go forward? 18 prepared, probably by Seale & Associates.
19 MR, KIRBY; I'm gonna -- 19 Q Okay. Who -- where did Ms, Fehler get this
20 Q  (Ms, Ibarra) Why don't you fell me what 20 Hst? She didn't ereate it, correct?
21 that s. Are these positives or negatives with 21 A Fdon't know.
22 regard fo transaction? 22 Q OCkay. Do you disagree that this was
23 MR, KIRBY! You can answer that. 23 information that was provided to the board?
24 WITNESS: 1 can? 24 A That was information that the board had and
25 MR.KIRBY: Yeah. 25 had atready considered in the past, I'm sure.
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1 Q  Was the board told anything about Prime's 1 directors should vete for or against this resolution?
2 history regarding problems with Medicare, prior fo 2 MR, KIRBY: Objection, attorney/client
3 the vote? 3 privitege, work product; don't answer.
¢ MR, KIRBY: Objection, attorney/clicnt 4 MS. IBARRA: Certify the question,
5 privilege, work product; don't answer, 5 Q  (Ms. Tharra) Mr. Jones, were you ever aware
6 MS. IBARRA: Certify the question. 6 that Prime was being sued in several different
7 Q {(Ms, Ibarra) Was the board told anything 7 actions in California for Medicare abuses and patient
8 negative about I'rime or any risk to this hospital or 8 fraud?
9 the community if Prime toek over governance? 9 A Not until your lawsuit.
190 MR, KIRBY: Objection, aftorney/elient, 10 Q Okay. Soyou underteok no understanding
11 work product; don't answer, 11 with regard Prime, its legal history, problems
12 MS. IBARRA: Certify the question, 12 assoclated with Prime, in antic - to prepare your
13 Q (Ms, Ibarra) You then, on page 4, presented 13 board of directors for their vote on this matter; is
14 the atfached resolution of the board of directors of 14 that correct?
15 Knapp relating to the Prime transaction. Did you 13 A That's correct,
16 take the vote? 16 Q Okay.
17 A No. 17 A That clearly was not my role,
18 Q There were four -- there was a unanimous 18 Q OKkay. Now when they finished this meeting
19 vote, wasn' there, to approve the fransaction, 19 at Knapp Medical Center, the outcome was that the
20 correct? 20 menbers of the board of directors of Knapp Medical
21 A Yes. 21 Center transfer some, let's see, 70 some miflion
22 Q  Was there any other information, outside of 22 dollars to another foundation that they were also
23 what's confained in these minutes, during that 50 23 members of the board of directors to; is ¢that
24 minute fo one hour mecting, that wenf into the 24 correct?
25 determination as to whether or not the board of 25 A Yes
Page 208 Page 209
1 Q Okay. You don't see a conflict in that? 1 answer (hat question, It's -- the question is wrong.
2 A None. 2 MS. IBARRA: Thank you.
3 Q  You don't see any advantage to have a board 3 MR. KIRBY: And you know it.
4 of director vote to enrich its other -- its other 4 MS. IBARRA: Would you please keep your
5 cutity that is a member of the board of divectors, 5 sidebars aside from this deposition. They're not
6 too? 6 appropriate and you know it,
7 A Enrich the other -- they're certainly not 7 MR.KIRBY: Quit asking terrible
8 enriching themselves, They're serving as volunteer 8 questions, please.
9 board members on a nonprofit organtzation's board of 9 Q (Ms. Ibarra) If the assets had been
10 directors, and I don't see any conflict at all with i0 transferred fo Prime --
11 the funds being transferred to the new toundation, 11 MR, KIRBY: We're not answering that,
12 which carries on a very similar purpose for 12 MS. IBARRA: Certify --
13 supporting healthcare, 13 MR. KIRBY: They weren't transferred.
14 Q  Well, if we find out that this is, indeed, 14 MS, IBARRA: Let me finish my question
15 an accurate rendition of the minutes as they went 15 so | can at least certify it.
16 down, and the understanding commuunicated to the hoard 16 MR. KIRBY: Go ahead.
17 of dircctors, including Mr, Lackey, who signed this, 17 Q (Ms, Ibarra) This board of directors voted
18 and Ms, Fehler, who transcribed if, wouldn't you 18 on the presentation that was made (o them hefween
19 agree that there was - that Prime Foundation, in 19 4:10 and 5:10 oa November the 20th, 2012, corvect?
20 taking over the assets listed here, henefitted fo the 20 MR. KIRBY: Objection. The question is
21 detriment of Knapp Medical Center? 21 erroneous, If misstates the evidence, and do not
22 MR. KIRBY: Objection, form; 22 answer if, because it cannot be answered.
23 argiientative and a terrible question. And he's 23 MS. IBARRA: Those are not proper
24 already told you with a hundred percent certainty 24 objections under the rules for a deposition. Certiy
25 that those assets were not transferred. So he can't 25 the question.
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1 MR. KIRBY: Absolutely they are. 1 Care Foundation; is that correct?
2 MS. IBARRA: Certify the question. 2 A Sure, yes.
3 MR. KIRBY: You cannot misstate facts 3 Q  Aud there's a discussion here with regard,
4 and ask a question based upon those misstated facts. 4 Section 11, banking, that addresses - that bids
5 MS. IBARRA; Certify the question. 5 will be solicited from banks to determine depository
6 Q (Ms. Ibarra) Let's have you turn fo the 6 accounts, Those were for funds that were denuded
7 next set of minutes at 5:10. This meeting took place 7 from Knapp Medical Center in the earlier meeting,
8 immediately after the fivst nreeting, did it not, sir? 8 corvect?
9 A I'mirying fo find those minutes, if you'll 9 MR, KIRBY: Objection, attorney/client,
10 bear with e just a second. 10 work product. He can't answer about information he
13 Q Sure, 11 gained at this mecting. Instruct him not to answer,
12 A Got too many documents. It should be either 12 MS. IBARRA: Certify the question,
i3 10 or 11, maybe, or 12. 13 (Exhibit No. 16 was marked.)
14 MR, KIRBY: It's right here, isn't it? 14 Q {Ms, Ibarra) I'm gonna hand you Exhibit 16,
15 WITNESS: There they are right titere, 1 15 which is a 990 for Knapp Community Care Foundation,
16 guess I -- oly, [ got that one tumed over, Sorry, my 16 Were you involved in the preparation of that
17 bad. 17 document, sir? H
18 A Okay, I've got them here. 18 A Idon't think se, no,
19 Q {Ms, Ibarra) Took place at 5:10, 19 Q Do you knew what that decument is?
20 immediately after the first meeting? 20 A Ttsa990.
21 A Yes. 21 Q This is -- what is a 990, sir?
22 Q And now this board of directors, the same 22 A It'satax return for charitable entities.
23 attendees as the first member -- the fivst meeting, 23 Q  And this would be the tax return for the
24 are being called upon to participate in an 24 Knapp Community Care Foundation for 2012?
25 organizational meeting of the new Knapp Community 25 A Yes.
Page 212 Page 213
1 Q [Ifyou would turn to page 5, please, sir. 1 [1/15/2012, and ending 12/31/12.
2 It says af tine 14, the books for this entity are in 2 Q Okay. Well, that's the delay, that's the --
3 the care of John L. Lackey, Do you see that, sir? 3 in preparing it. Be that as it may, was Jolm L,
4 A Yes. 4 Lackey a member of the hoard at the time that this
5 Q What is Mr. Lackey's role with regard Knapp 5 was prepared?
6 Community Care's Foundation? 6 A Yes.
7 A Currently, or at this point in {ime? 1 Q Allright. Do you know what Mr, Lackey's
8 Q Then and now? 8 profession is?
9 A He was a board member immediately E A Actually, let me restate my -- at the time
10 thereafler, and then he became -- and he was the 10 -- during this time period, which is from the date
11 president, initiatty, and then shortly after that, he it the company was formed on November 15th, 2012, until
12 became just a board member; Rudy Salinas became the 12 the end of 2012, because they had te do a shori
13 president of the Knapp Community Cate Foundation, and 13 filing. They only were alive for a month and & half,
14 then he's -- his temm expired, and he's no longer 2 14 and this is pre the closing of the transaction, Mr.
15 board member, 15 Lackey was the president of that beard. By the time
16 Q So Mr. Lackey, at least a¢ the time that 16 -- you said when this is entered. By that point in
1 this was prepared, was a member of the board and/or 17 time, which here shows November the 12th, 2013, by
18 the president of the KXCCF, correct, for 20127 i8 that point Rudy Salinas was the president,
19 A He was not the president, because the 18 Q T@understand. But for the relevant period
20 document is signed by Rudy Salinas as president, 20 of the time for this return of private foundation,
21 Q You said -- this is for all 0f2012, 21 990-PF, dated 11/15/2012 through 12/31/2012, M.
22 correct, sir? January Ist, 2012 to the end of 20127 22 Lackey was the president during that period of time
23 A Tdidn't say that, but you can, and I think 23 of KCCF; is that correct?
24 this is the tax refium -- it says beginning [1/15 and 24 A Yes.
25 ending -- the top of it says for tax year beginning 25 Q Allrvight. And in this decument it says
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Page 214 Page 215
1 that he maintained, or the books were in the care of 1 A Imean, [ know and I can explain that.
i Mr, Lackey, correet? 2 WITNESS: But is that something | can
3 A Correet, 3 answer?
4 Q Do you know what Mr. Lackey's professicn is? 1 MR. KIRBY: Not ifil's -~ the only
5 A Yeah, he's a financial advisor. 5 basis that you know it would be -- come from your
6 Q He's an investment broker, isn't he? Was 6 representation of that entity, and the knowledge that
7 Mr, Lackey -- 7 you gained through that representation, no, you can't
8 A Yes. 8§ answer that.
9 Q Thank you. Was Mr, Lackey permitted to g MS. IBARRA: Certify the question.
10 invest the funds of KCCF through his investment i0 A I'would like to,
11 brokerage? il Q (s, Tharra) Are the assets of Knapp
12 A No. 12 Comnnmnity Care Foundation currently invested in
13 Q Did Mr. Lackey make any money from any 13 stocks or other money making investments?
14 investments he made on behalf of KCCF through his 14 A Yes.
15 investment brokerage? 15 Q Is ¥r Lackey involved in making any of
16 A Absolutely not, 16 those investments?
17 Q How do you know that? 17 A No.
18 A Because ! helped arange for all the 18 Q Has he ever been?
19 accounts to be transferred frotn Knapp Medical Center 19 A No.
20 inte Knapp Community Care Foundation, and we've 20 Q And you've cerfain of that, you've not just
21 helped keep -- up until recently, we've helped keep 21 speculating?
22 up all the financial activity of -- the financial 22 A Here's my hesitation in that response, is
23 records of the company up until that time. 23 that the board of directors has the ability 10 inake
24 Q Sowho is making investntents on behalf of 24 certain investment decisions through their financial
25 Knapp Comntunity Care Foundation? 25 advisors. So all the board members have some input
Page 216 Page 217
1 in how things are invested. Mr. Lackey, through his 1 with the hospital, and Mr. Lackey had none, is my
2 business affiliation had any role as -- in helping to 2 undesstanding,
3 invest those funds, none, whatsoever. Anything that 3 Q  Wasn't he the president of Knapp Medical
4 he would have made money off of, none, whatsoever. 4 Center?
5 As a board member, would he have some ability to 5 A Yes, but he has nothing to disclose, because
6 question, hear financial reports from financial 6 he lias no affiliation with them in any way. He has
7 advisors, et cetera, yes, he would. 7 ne outside interest that would be deemed business
8 Q And he's never served as a financial advisor 8 transaction with an affiliate.
9 to KCCF? 8 Q Under James Summerseit, you've listed
10 A No. 10 president and CEQ of Knapp, and other members of the
11 Q Why don't you turn to page 429 of the 11 board in which he was invelved, Are you saying that
12 membership transfer agreement, It's listed as 12 Mr. Lackey had no invelvement besides his presidency
13 schedule 2,22, 13 of Knapp, such that e did not need to disclose it or
14 A Okay. 14 be identified on this list?
15 Q  John Lackey is missing from thaf docoment, 15 A Yes. I'll say that my understanding in
16 Can you tell me why? 16 preparing that list, working on the preparation of
17 A Schedule 2.2 is a business and transactions 17 that kist, is that Mr, Lackey had no business
18 with affiliates schedule, which discloses any 18 relationship, independently, with Knapp Medical
19 relationships that board members maintenance have 19 Center, Now the reason {lat Jim Summersett is listed
20 with the underlying entity. And my understanding is 20 as president and CEO is because in his capacity as
21 that he -- before you were asking me about Knapp 21 president and CEO, he gets a salary. And so ke is
22 Community Care Foundation. This is relating to Knapp 22 getting paid by Knapp Medical Center. That's why his
23 Medical Center Foundation, and my understanding is 23 circumstance is different, and why -- and why Mr.
24 that this is an accurate list of only those people 24 Lackey is not listed merely because he's the chainnan
25 who had any interest or had any affiliation privately 25 of the beard.
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1 Q So Mr, Lackey was not being paid by Knapp 1 Q (Ms, Ibarra) Okay. You've never looked up
2 Medical Center? 2 on the internet or been aware of Mr, Summerscit's
3 A Mr, Lackey was not being paid by Knapp 3 association with Prime immediately after the
4 Medical Center. 4 transaction?
5 Q Olkay. We haven't tatked much about Mr, 5 A I promise you I never looked up on the
6 Sunmmersett, What was his involvement with regavd the 6 internet what Mr, Sumumersett was doing after the
7 determination that Prime would be the acquiring 7 fransaction, no.
8 entiey of the governance of the board of divectors? 8 Q Did Prime ever tell you that they were going
g MR, KIRBY: Object to that, 9 1o hire Mr, Summersett when the transaction was
10 attorney/client, work product, can’t answer it, 10 completed?
11 MS. IBARRA: Certify the question, 11 A When the fransaction was completed, Mr.
12 please, 12 Summersett had a contract with Knapp Medical Center
13 Q (Ms, Ibarra) Mr, Summersctt currently works 13 to perform whatever services he was obligated to do
14 for Prime, doesn't lie? 14 under that contract, and after the closing, that
15 A That's my understanding. 15 contract was still in place, and that's where I left
16 Q Do you hiave any understanding as fo when he 16 off in that process.
17 was offered his position with Prime? 17 MS. IBARRA: Objection, nonresponsive.
18 MR, KIRBY: I'm gonna object to that to 18 Q (Ms, Ibarra) So you don't know when he
19 the extent that you would have gotten that 19 became involved in & contract with Prime; is that
20 information through your representation of any your 20 correct?
21 ¢clients at the time you were representing them, and 21 A That's correct.
22 instruct you not to answer i, if that's the only 22 Q Okay. Iwant to mark this exhilit.
23 basis for your knowledge, if you even have knowledge. 23 (Exhibit No. 17 was marked.)
24 A Yeah, 1 don't have much. That would be the 24 A Well, I have some general information, but
25 onty basis, 25 it would have only come through my client, and I
Page 220 Page 221
1 can't disclose that information, 1 asked me if T had any comments to i, or not. I may
2 Q (Ms. Ibarra) This is a press release, Mr, 2 have, or | may not. [ don't recall right now,
3 Jones, Have you ever seen it before? It's published 3 MR. KIRBY: And all she's asking is if
4 at your local newspaper, dated March 18th, 2013, and 4 yous helped draft it.
5 appears to be a distribution from Knapp Medical 5 WITNESS: Right. That's what 'm
6 Center's media center. Have you ever seen this 6 saying.
7 documnent before? 1 MR. KIRBY: If you remember helping
8 A Give me a second. When Lance is through 8 draft it?
9 locking at it, I'll check it out. This is from 9 A Well, I wouldn't have dene the initial
10 March. | have seen this before. i0 draft, but sometimes I'm given documents to ask to
11 Q  Were you invelved in the drafting of this i1 see whether a certain thing would Iook -- you know,
12 document? iz in different circumstances, I've asked whether or not
13 A If1was-- i3 T approve of it, or | think that it needs to be
14 Q Youwere? i4 clarified in some way, and I don't remember whether I
15 A If1was, it would only have been based upon 15 was asked to do that in this or not.
16 as part of our representation. is MR, KIRBY: So you don't knew is your
17 Q This is a distribution to the public, isn't 7 answer?
18 it, Mr. Jones? 18 A Tdon't know,
19 MR. KIRBY: I mean, you could answey if 19 Q (Ms. Ibarra) Do you know where the 23 --
20 you -- if you remember that you were inveolved. Now 20 let's start first at the bottom of the page, where it
21 il there's more questions about what were the details 21 hegins KCCF received more than a hundred million
22 of the behind the scenes, we'll get to that. Butif 22 dollars fo support it's mission of improving access.
23 you remember that you were involved in assisting to 23 We've already established that did net all come from
24 draft that, you can answer thaf one question. 24 Prime, corvect?
25 A Tknow I sawit. I don't know whether they 25 A It doesn't say it came from Prime, but KCCF
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1 did receive a hundred milkion -- 1 in cash, not 80. And in retum, Prime paid 33
2 Q Tunderstand, 2 instead of 23, and that's the difference. And the
3 A --soitiscorrect, 3 difference was there's a cash and cash equivalence
4 Q  Okay. Aod will include paynents of, 4 amount of nine miflion dollars, more or less, that,
5 approximately, 23 miltion dottars from Prime, You've 5 in essence, under this scenario could have been -- if
6 testiffed carlicr that 32.5 million came from Prime, 6 a hundred percent of the cash had been -- let me
7 Where did the 23 million come from? 7 answer it this way, it will be clearer. If a hundred
8 MR, KIRBY: He's fold you he didn't 8 percent of the cash had been taken from Prime, or
] draft -~ he doesn't have any recollection of drafting 9 from Knapp Medical Center, it would have been 80
10 this, 190 million doflars that would have gone into Knapp
11 MS, IBARRA: P'm asking him why he 11 Community Care Foundation. They didn't take atl 80,
12 testified differently than what has been reported 12 They only took 72 or 71, more or less. They feft
13 here. You would think Prime knows how muck it spent. 13 nine miltion dollars in, and in return for that,
14 MR, KIRBY: Well, you can't ask him 14 Prime paid an extra nine million dollars. The math
15 about a docwment that he didn't prepare, and why it 15 still lines wp. The question is where did it come
16 has a number init, How could he know that? 16 from? Knapp paid another ning million in cash
17 A Tcanexplain it, 17 because we only took 72 million, instead of alt 81
18 Q (Ms. Ibarra} Please do. 18 mitlion out.
19 A Notthat hard. If you look at the 23 13 Q  Se, ultimately, you took the 81 million?
20 miflion from Prime, and then 80 million dolfars in 20 A Inessence, the 80 million came out and they
21 investments from Knapp Medical Center, totaling 103, 21 paid 23, Because, otherwise, they paid 33 million
22 cotrect? 22 in, but when they got there, there was nine million
23 Q Correct. 23 dollars in cash sitting there,
24 A Okay, Youlook at the funds flow statement, 24 Q So af the time of this membership transfer
25 youw'll see that Knapp transferred 72 million dollars 25 agreenent and that document -- what is the date of
Page 224 Page 225
1 that document, sir? 1 Q So as we said earticr, over 80 million
2 A March 18th, 2013. 2 doltars came out of Knapp Medical Center?
3 Q Thatone, 3 A That's correct,
4 A This is March -- 4 Q And oniy 23 million dotlars, not the 32 you
5 Q No, sir. The one that you were relying upon 5 testified to eavtier, ultimately came ouf of Prime?
6 fo explain these numbers. & A That's wrong. Prime paid 33 million dollars
7 A Thisis the Tunds flow statement -- 7 in cash at closing. Now when they took over control
8 Q Yos,sin 8 of Knapp Medical Center, instcad of it having zero
a A --which is the one (hat happened at 9 dollars cash, it had nine million doliars of cash.
10 closing. 10 That's why they paid the additions! nine million,
11 Q So that predates this March E8th report, 11 It's the same. It totals to 104, no matter how you
12 corvect? 12 ent if.
13 A That's correct. 13 Q But tweaty -- 1 asked you repeatediy o tell
14 Q And, therefore, all your testimony with 14 me ultimately how many dollars came out of Prime's
15 regard oaly 72 million was taken frem Knapp, with 11 15 poclket?
16 million teft behind, was false? 16 A Andltold you 33 million dollars,
17 A No, it was all completely accurate, 17 Q And did any money get back into their pocket
18 Q  So how much did Knapp lose when it was -- 18 s0 that their ultimate confribufion was 23 million
19 when its governance was fransferred {o Prime, in 19 dollars?
20 terms of dellars out of its coffers? 20 A They took over controt of Knapp Medicat
21 A Itdida't lose anything. Are you tatking 21 Center -- okay, let me answer your question, no.
22 about how much was transferred out of Knapp Medical 22 They took over control of an enfity that had nine
23 Center to Knapp Community Care Foundation, 23 million dollars more in assets than they thought it
24 $72,500,000 with another 7 mitlion that came in 24 was going to, because we lefi nine miilion dollars in
25 later, severn to eight million. 25 cash so that they would nof have any operational
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1 hiccups in there. I going forward, they would have 1 let's see, that the eash payment of at least 23
2 that there, so it's the same. 2 mitllion, the retention by Knapp Medical Center and
3 Q Mr. Jones-- 3 Prime Healtheare Foundation of more thian 56 million
4 A They paid 33 miltion dollars at this closing 4 dollars in debt. That's false, isn'tit? Prime
5 that went info Knapp Community Care Foundation. 5 Healtheare Foundation did not retzin the bond debt,
6 Knapp Community Care Foundation, instead of 6 did it?
7 receiving 80 million dollars from Knapp Medicak 7 A The retention could only be by Knapp Medical
8 Center, only received 72. 8 Center, because Prime Healthcare -- so L agree with
9 Q Where did the nine million come from? It 9 you, that's a misstatement as fo the way that it says
10 didn't come from Prime, did it? Tt came from Knapp. 19 Prime Healtheare Foundation, but Knapp Medical
11 A It stayed in Knapp. They -- no, Prime paid 11 Center owed the 56 million before, and the related
12 an extra ning million dollars. 12 bonds continued to be owed by Knapp Medical Center
13 Q So this - 13 after the fact, so that's correct in that it says the
14 A And the nine million dotlars that was lefi 14 retention by Knapp Medical Center, that's true.
15 into Knapp Medical Center did not then, and couldn't 15 Prime Heattheare Foundation was not obligated on them
16 go back out -- upstream to Prime. It was in tite 16 before, and it wasn'l obligated on them afterwards.
17 company., 17 MS. IBARRA: Mr. Jones, I'm gonna ohject
18 Q So this article drafted two months after all 18 to the nonresponsive portions of your statement,
19 of this still says that Prime paid 23 million 19 Q (Ms. Bharea) Just answer my question, Is
20 dollars, Doesn’'t Prime know how much it paid for 20 the statement that the retention by Knapp Medieal
21 this entity, and for the right to govern it? 21 Center and Prime Healtheare Foundation, more than 56
22 A Yes. 22 million dollays in debt, is false, fogether?
23 Q Okay. We'll have to rely upon what they 23 A No.
24 say. And then going on it says, additional payments 24 Q 1t's erue? So you're telling this jury now
25 -- it claims -- it elaims that ¢there is a two -- 25 that, contrary to what you festified earlier, Printe
Page 228 Page 229
1 Foundation has retained more than 56 million dollars 1 Q (Ms, Ibarra) Let's take a look now on the
2 in debt in bonds? 2 first page, where it says Prime Healtheare Foundation
3 A No, Pmistill standing by what I said 3 has more than 400 million dollars in assets. Do you
4 before, but it depends on how you read it, and -- 4 know where the money came from fo buy er to pay for
5 Q I'm not asking for what is is. I'm asking 5 the governance rights?
6 yeu to read that and telf me is that statement, as 6 A Certainly not,
7 it's written, accurate? 7 Q Okay. Were you aware that Mr. Reddy was
8 A lapree that Prime Healthcare Foundation did 8 quoted as saying te the physicians at Knapp Medical
9 not retain any liability on the bond debt. 9 Center, that 1 am the sofe owner of Prime Healtheare
i0 Q Thank yeu, sir, Prime Healthcare Foundation 10 for-profit, and I am the sole contributer of all the
11 depositing 45 million dollars to secure payment of 11 400 millien dollars that the foundation has now? Are
12 the bond debt, Did it do that? iz you aware of that?
13 A [ assume fhat it did. I'm not sure. 13 A Twasn't aware he made that statement.
14 Q Do you know? 14 Q I'msorry?
15 A Tdon't know, 15 A Twas not aware that he made that statement.
16 Q Do you have any awareness as to whether they ie Q Allright. So according to this document,
17 had an ebligation to secure the bond debt undes the 17 the value of the foundation is 400 million dollars,
18 doeument yon drafted? 18 and it, apparently, alt came from the owner and CEQ
19 A They did not under tlte documert that [ 19 of the for-profit, according to that statement,
20 drafted. They had their agreements with Compass 20 correct?
21 Bank, and Compass Bank was, apparently, comfortable 21 A Tt's your statement.
22 with the arangements they made, and tiiat was on 22 Q Do you have anything to disagree that that
23 then, 23 fs not the case?
24 MS. IBARRA: 1'm gonna object to the 24 A Thave no idea whether he made that
25 extent yow're speculating. 25 statement or not. 1've never seen it before,
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i Q Okay, Wellwe have the video so we can 1 A Tthink [ have.
2 share that, 2 Q Did those fel you anything with vegard to
3 VIDEOGRAPHER: Off the record, end of 3 any liability that may accrue to the City if Knapp
4 tape 5. The time is 3:05, 4 Medical defaulis on those bonds?
5 {OFF THE RECORID)(3:05-3:18) 5 A Idon't remember seeing those provisions in
6 VIDEOGRAPHER: On the record, beginning 6 there. What I remember seeing in the trust indenture
7 of tape 6. The time is 3:18. 7 or one of the trust documents, [ think it's called
8 Q (Ms. Ibarra) Mr. Jones, did you study any 8 the indenture, that specifies how the payments are
9 of the bond documents relating to the 56 million 9 received, the trust funds, and how they're paid out,
10 dollars held as an obligation by Knapp Medical 10 and that the City is -- the Facilities Development
11 Center? 11 Corporation is only responsible for the funds that
12 A Thave looked at it some. 12 are -- they held as irustee, or on their behalf, or
13 Q Are you a bond aftorney? 13 whatever else. So those are the provisions I've
14 A Tamnot. 14 seen. | don't remember anything in the loan
is Q Do you have any understanding, personally, 15 agreement that is clear on that topic, but ceriainty
16 after having reviewed the bond documents, as to 16 it's been my opinion, and then was the opinion given
17 whether or not the City of Weslaco or the Health 1 to me from bond counsel that the City has -- and the
18 Facilities Development Corporation has any liability 18 Development Facilities Corporation have no
19 for those bonds? 19 responsibility on the bond. I know that -« Fve
20 A I've reviewed the provisions of the 20 heard that there are other concerns that the City may
21 indenture, and in my own determination, it appears 21 have from Mr. Vela in the past about that, but not
22 clear to me that they don't, and that's also been the 22 that there is any Hability from the City or from --
23 opinion that I was -- that we were given by bond 23 or from the Health Facilitiies Development
24 counsel, 24 Corporation for payment of the bonds.
25 Q Have you ever veviewed the loan agreements? 25 Q You're not sitting here today offering that
Page 232 Page 233
1 testimony as an expert en bond issues, are you? 1 MS. IBARRA: Knapp Medical Center, the
2 A Absolutely net. 2 only obtigor --
3 Q That's just an understanding that you've 3 MR, KIRBY: Well, you haven't said.
4 gotten from other individuals, isn't it? 4 MS. IBARRA; Well, we all know that the
5 A No. Iread the documents myself, also, and 5 only obligor on the bond is Knapp Medical Center.
6 1o see if that's - if 1 could understand where that 6 Q  (Ms, Fharra) Soif a defanlt was taken
7 was coming from, and I reviewed them from that 7 against Knapp Medical Center in terins of a judgment,
8 degree, and to the degree that I'm an attorney and B that would be outside the bond covenants, wouldn't
9 can read contracts and interpret them, 1'm not saying 9 it? 1t would be a default judgment?
10 that Fm an expert, but I could see how the 10 MR, KIRBY: Idon't understand her --
11 mechanisms worked for the payments. 11 A A default judgment?
12 Q Okay, So thatsince you're sitting here as 12 MR. KIRBY: T mean, I object tothe
13 an attorney offering that opinion, sir, what would be 13 question, the form.
14 the effect of a judgment taken on a default, outside 14 Q  (Ms, Iharra} Did you ever in your - in
15 of the bond covenants? Who could likely -- who could 15 preparing these documents, consider whether or not
16 be tiable for that situation, 16 the City or the Health Facilities Development
17 A Ajudgment by whom, I'm sormry? 17 Corporation, might have any Hability if a judgment
18 MR. KIRBY: Yeah, 1 was just going to 18 were faken against Knapp Medical Center?
19 abject to the question because I didn't understand it 19 A Yes,
20 ai all. 20 Q  Okay. And what did you do to understand
21 Q (Ms. 1barra) I the bond counsel or the 21 that obligation?
22 bond trustee succeeded in taking a judgnient for 22 A Iasked our bond counsel.
23 default, who would be liable for that? 23 Q Okay. But dicd you do anything on your own
24 MR. KIRBY: And against whem? A 24 to undertake a fulf understanding of what the effect
25 judgment against whom? 25 of a judgment might be?
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1 MR. KIRBY: Other than what he's already 1 A Of course.
2 testified to? 2 Q  Ofcourse. With regard to My, Reddy's
3 MS. IBARRA: Yes, 3 statement that there was a decision made to keep
4 A Tasked bond counsel whether or not the City 4 Knapp Medical not-for-profit, there was no such
5 or the Facilities Development Corporation would have 5 deciston, was there? Knapp necessarily must remain
[ any financial responsibilily for the bonds, and T was 3 not-for-profit, aceording to the restrictive
7 advised that they would not. 7 covenants, correct?
8 Q (Ms, Ibarra) Are you aware of what 8 A Pursuant to the restrictive covenarnts, yes,
9 documents were reviewed by bond counsel, and whether 9 agreed,
10 they have all of the infermation necessary to make 10 Q  Woere you aware that there was a restrictive
11 such a defermination? 11 covenant that incorporated duties to the public
12 A This was the attorney who was - it's my 12 without Hmitation the inhabitants of the City of
13 understanding, I wasn't here in 2008 doing this 13 Weslaco, not Donna, not the other surrounding
14 representation, My understanding that this attommey 14 coundies, the ofher entities that you mentioned
15 and that finn that we were talking to were the ones 15 earlier?
16 who were invelved in the issuance of the bonds in 16 A If you want (o point out that provision of
17 2008. And so he had all the documents available at 17 the restrictive covenant, | would be happy to look at
18 his disposal. 18 it and give you my opinion.
19 Q Okay. Butyou don't-- 19 Q Twill. It's on one of the exhibits. I can
20 A And when I've gotten copies of the bond 20 show you, it's in the deed restriction, I just
21 instruments from him, it came from him, 21 wanied to know if you were aware of it when you said,
22 Q Okay. But you don't know wiether lie had all 22 as you did earlier, that yon had reviewed the
23 the historical documents, or all the information? 23 restrictive covenands, Do you recall that there was
24 You're just relying upon his conclusion, based on 24 such a restrictive covenant?
25 what lte -- he particularly reviewed? 25 A 1've reviewed the restrictive covenant, and
Page 236 Page 237
1 Tl be happy to answer your question when I have the 1 were your clienfs, corvect?
2 restrictive covenant in front of me. 2 A Knapp Medical Center was my client, and I
3 MR. KIRBY: He hasn't memorized the 3 dealt with their representative, the Knapp Medical
4 restrictive covenant. 4 Center board of directors. That's who my contact was
5 Q  (Ms. Ibarra) But they were important to the 5 with,
6 creation of this transaction with Prime, weren't 6 Q It's more than your contact, fsn't it, sir?
7 they? 7 Didn't you just say that you had an ebligation to be
8 A Ofcouse. 8 sure your clients were futly informed before you
9 Q And just se I understand, Mr, Jones, did you g asked them fo vote on anything?
it have an obligation to the Knapp Medical board of 190 A The representatives of my client, which are
11 directors to be certain they had an understanding as 11 the board of directors, the govering board of the
12 to the terms of this transaction before they voted on 1z entity of my client, which is Knapp Medical Center, 1
13 it? Was that part of your responsibilities? 13 had a duty to advise my client, through its
14 A Ofcourse, Any transaction that I do, if my 14 representatives, of the terms of the -- what the
15 client doesw't understand what the transaction is, or 15 terms were of the membership interest transfer i
16 the impact of the contract or any other documents i6 agreement,
17 that Pm asking them to sign, that's my job is to 17 Q  Well, in this eurrent litigation, you
i8 miake sure they understand them. It doesn't mean that is represent Knapp Medical Center, correct?
18 they have to read and ask me questions on every 19 A Yes.
20 sitigte paragraph. They need to understand the 20 Q And you also represent the sole member of
21 material portions, and I need to be there fo answer 21 their board of directors, Prime, correct, Prime
22 questions they have. That's my role as a 22 Foundation?
23 transactional attorney. 23 A Correct,
24 Q And, accerdingly, for the purposes of the 24 Q Does your -- does your representative
25 transaction, the Knapp Medical board of divectors 25 capacity exfend to providing advice to Prime
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1 Foundation, in addition to Knapp Medical Center and 1 MS. IBARRA: Okay, cerlify the
2 your other clients, the members of the beard of KCCF 2 question.
3 and the fermer members of the beard of KMC? 3 Q (Ms. Ibarra} Did you cver have any
4 A Does our fin, as an attorney, have an 4 discussions with Prime that the amount of money Prime
5 obligation to give legal advice to our clients? Yes, 5 was willing to pay by itself was inadequate fo
6 we do. 6 compensate for the value of the governance that it
7 Q And those are your clienis? 7 took over from Knapp -- Knapp Medical Center's board
8 A All the defendants named in your fawsyiit are 8 of directors?
9 our clients. 9 MR, KIRBY: I assume you're referring to
10 Q Okay. Did you explain fo any of the members 10 Prime Foundation?
11 of the board of divectors of Knapp that they could be 11 MS, IBARRA: 1am assuming -- you assume
12 personally liable if they did not exercise their iz correctly.
13 fiduciary duties to Knapp Medical Center? 13 Q (Ms, 1barra) 23 million dollars or 30
14 MR, KIRBY: Objection, attorney/client, 14 million dollars, or whatever i¢ was, did you ever
i5 work product; don't answer. 15 have a discussion that that was inadequate
16 MS. IBARRA: Certify the question. 16 compensation for all the beuefit it gets to tofally
17 Q (Ms. Ibarra) Did any member of the board of 17 run and make all decisions for Knapp Medical Center?
18 directors express their concern that they could be 18 A Thad discussions wilh them to create a
19 personafly Tiable for this decision? 19 metmbership interest transfer agreement that resulted
20 MR. KIRBY: Objection, atiorney/fclient, 20 in a foundation with 104 mitlion dollars in it, and
21 work product; don't answer, 21 with Knapp Medical Center continuing to be run as it
22 Q (Ms. Ibarra) And I'm talking about before 22 did -- as it had in the past. So when you give me a
23 the transaction was consunnated, 23 question, and you've afready assumed that they paid
24 MR, KIRBY: And our instruction is the 24 inadequate compensation, that's not my opinien and
25 same. 25 that's not what happened. We have a foundation wilh
Page 240 Page 241
1 104 million dollars, and we have Knapp Medical Center 1 you ever hiad any discussions with Prime as to whether
2 continuing to be operated as it has in the past, and 2 the amount they paid to KCCF, without the additional
3 eveit stronger, hopefully, is the intent, and I think 3 sums paid by -- by Knapp, itself, was a fair amonnt
4 what's happening. 4 for the benefit it gained in being able to take over
5 Q Okay. Let me clarify the question so that 5 total governance and rights to everything at Knapp
6 it can be asked in the posifive or the negative, 6 Medical Center?
7 A Okay. 7 MR, KIRBY: And up to the point of the
8 Q Did you have any discussions with I'rime as 8 transaction, is that --
9 to whether the 23 million plus or minus dollars that 9 MS. IBARRA: That's correct.
10 they paid by themselves to KCCF for the privilege of 10 MR. KIRBY: You're limiting it to that?
11 kaving totally governance -- governance and vights 11 MS. IBARRA: That is correct.
12 over Knapp was a fair amount for them o pay? 12 MR. KIRBY: All right.
13 MR. KIRBY: That misstates the 13 A Well, as I've stated previously, there is a
14 evidence, I mean, why den't you ask if as 32,5 14 letter of intent, and there are terms of the
15 million, then maybe he can answer it? 15 transaction. In other words, the price for the
16 MS. IBARRA: Because he's gone back and 1% transaction was negotiated without my invelvement,
17 forth, so it's 23 plus - 17 My job was to make those terms of those transactions
18 MR, KIRBY: No, he hasn't gone back and 18 that had been agreed to come to fruition, which is
19 forth. 19 what I did. So of course not. My role is not to go
20 MS. IBARRA: Yes, he-- 20 back and try to rencgotiate price as the attomey,
21 MR. KIRBY: He's said 33 all along. The 21 whten that's already been done otherwise.
22 press release says 24, 22 Q (Ms, Ibarra) Mr, Jones, please clarify
23 MS. IBARRA: It does, 23 something for the record, You represented Knapp,
24 MR. KIRBY: He hasn't said that. 24 gave advice to its board of directors, and created
25 Q (Ms. Ibarra) All right, Mr, Jones, have 25 and gave advice to KCCF, yet you're telling this jwry
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1 that all you did was draft a document with -- which 1 opinion, did I come in and then question them and
P4 you were told fo do, Are you telling this jury that 2 say, "This is insufficient consideration"? No, 1
3 despite having given advice, the only value to your 3 didw't. Does that mean that all I did was type some
4 advice was to memorialize what you were told to do? 4 words into the compuier and never tatk to them? 1
5 A That's pretty silly, but Fil try to answer 5 don't think it means that either. So I disagree with
6 it anyway. 6 your couching of your question, but that's, in
7 Q Uh-hah. 7 essence, what happened.
8 A Of course not. I advised them as to the 8 Q Do you not try to secure the best possible
2 legal impact, and the negotiations that we went 9 deal on behalf of the party you represent in a
ic through to get to the final product of the membership 10 contract situation?
11 interest transfer agreement, there are certain 11 A Every time, when those particular componenis
12 provisions that were agreed to, as T've said before, 12 are within my purview. If'a clent comes to me and
13 before I got involved. Soto the degree that the 13 he says, "Matt, I've afready agreed with Mary that
14 consideration component of this transaction was 14 I'm gonna sell her my business for a million
15 already determined before I got involved, did I take 15 dollars", T don't then go back and try to negotiate
16 it upon: myself to go into the board meeting and 16 for more than a million dollars. That part has been
17 advise them as to the sufficiency or insufficiency of 17 determined. My job is to do the best [ can to
18 that purchase price, when I'm only coming in; they 18 represent my client in the other 50 things that may
19 have been sitting og the board for many years, know 19 arise in the contractual process.
20 the financial history of the hospital, have financial 20 ' Were you told at any time that these terms
21 advisers, have the Kaufinann report, have Seale & 21 were set in stone and just draft the contract?
22 Associates, all advising them as to the sufficiency 22 MR. KIRBY: Told by who?
23 of the consideration that was proposed in this 23 MS. IBARRA: The board of directors,
24 transaction, and in the prior UHS transaction; and 24 Prime, or anybody ¢lse with whom he was directed to
25 then at that point I'm supposed to -- in your 25 prepare these documents?
Page 244 Page 245
1 MR. KIRBY: You can't answer that with 1 by the bond attorneys, de you have any knowledge as
2 it including that many people. Attorney/client, work 2 to whether they were pald in full, or whetler
3 product; don't answer. 3 subscquent bonds paid them?
4§ MS. IBARRA: Cettify the question, 4 A Well, if subsequent bonds paid them, they
5 Q (Ms. Ibarra) Okay. I'm looking af an 5 would be paid in full.
6 answer that was filed by your firm an behalf of the 6 Q T understand, but that dels was carvied over
7 hoard of directors and the other defendants you're 7 in the next bond. You understand what I'm saying?
8 representing, and I just want to understand, since 8 That the bend -- for whatever purpose the bond was
9 I've been told that there are some inaccuracies with 9 acquired, the next bond --
10 parts that I've quoted, whether you understand them 10 MS. IBARRA: Whal's it called, I'm
11 to be corvect or not. Let's see. It says, to the 11 somry, when the bond --
12 contrary, Knapp Medical fully complied with any 12 MR. KIRBY; Refinanced?
13 restrictions contained in the [ease agreement. It 13 MR. VELA: Redeemed --
14 spenks that the termination of the lease -- hold on a 14 A You have renewal and extension in loan
15 second, let me get to precisely the sentence I want, 15 terms, but -
i6 Could we go off the record for just a moment, because 16 Q (Ms. Ibarra) No.
17 I want to make sure 1 do ¢his as quickly as possible? 17 MS. IBARRA: It's a refinance, isn't it,
18 VIDEQGRAPHER: Off the record, the time 18 or -~
19 is 3:34. 19 MR. VELA: Well, you -- you mentioned it
20 {OFF THE RECORD} (3:34-3:36) 20 was 1987. It's really 1978,
21 VIDEOGRAPHER: On the record. The time 21 Q (Ms. Ibarra) Okay. The 1978 bonds, that
22 is 3:36. 22 they were -- okay, I'm gonna give you a better
23 Q (Ms. Ibarra) The answer filed by your firm 23 question.
24 specifically states that the bonds of 1987 were paid 24 MR. VELA: Refinance the bonds. You get
25 in full. Other than informatien you've been provided 25 new money, you basically --
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Page 246 Page 247
1 Q (Ms. Ibarra) What -- okay, what is yeur 1 was bond eounsel for Knapp Medical Center, which is
2 understanding with regard whether the bonds fssued in 2 George Rodriguez, 1 believe, and Prime's bond
3 198 -- 1978 were repaid? 3 counsel, who also fooked at things, | don't know who
4 A Tdon't have it in front of me, but it's 4 that was, and they worked together with Compass Bank
5 been produced. There's a document that stated those 5 to insure {hat all their obligations and covenants,
6 bonds were paid in full. 6 all of Knapp's covenants and obligations to Compass
7 Q  Okay. But you understand that there were 7 Bank would continue to be fulfilied post December
8 bonds that were issued in 2088, municipat bonds for 8§ 3ist, 2012,
9 capital improvements, that were -- that Knapp became 9 Q@ Now M. Jones, these professional advisors
10 the obligor to, and those werce present at the time of 10 represented the interest of Knapp, didu't they?
11 -- prior to the acquisition of governance by Prime 11 A Mr. Rodriguez represented the interest of
12 Healtheare? 12 Knapp, and the bond counse] for Prime Foundation
13 A There were bonds 2008, Series A, or Series 13 represented their interest.
14 2008-A and 2008-B, as T recall, so, yeah, the total 14 @ I understand, Is there any reason that you
15 is the 57 million. Those bonds have been in place 15 can think of that it would be an advantage to Knapp
16 since 2008, 16 Medical Center to have its bond counset find that
17 Q Okay. On page 7 of tiie answer, it says the 17 Prime didn't have to become an obligor on the bond
18 determination that PHSI Foundation is not required to 18 when it acquired its vight to govern every other
19 accept liabiliey for or apply for inclusion as an 19 aspect of Knapp?
20 obligated party on the 2008 bonds, merely by its 20 MR, KIRBY: Objection, form,
21 status as the corporate member of Knapp Medical, was 21 A Tl answerit. Yes, because we asked him a
22 made by professional advisors for Knapp Medical and 22 legal ques -- a legal opinion, and he gave us an
23 PHSI Foundlation prior to the sale, Who were the 23 accurate fegal opinion; not necessarily one that you
24 professional advisors to whicl this refers? 24 or somebody else may not like the outcome of, but he
25 A T've already explained that to you. That 25 gave a legal opinion which was that it did not have
Page 248 Page 2483
3 to be legally included, it would not be a violation 1 tohave those bonds paid off.
2 of any of the trusts or any of the bond indeniure or 2 MR. KIRBY: And if those discussions
3 other documents for that to be the case, 3 vcctried, they would definitely be attorney/elient,
4 Q  {(Ms. Ibarra) Did My, Rodriguez ever discuss 4 work product privileged.
5 with you the -- his recommendation that Prime become 5 MS. IBARRA: Certily the question,
6 an obligor on the bond as part of the fransaction? 6 please.
7 WITNESS: Can I answer that one? 7 Q (Ms, Ibarra) It goes on further to describe
8 MR. KIRBY: That's gonna be work 8 that BBVA Compass Bank is the issuer of a tetter of
9 product, attorney/elient privilege, if you had those 4 eredit which is used to support Knapp Medical's
10 discussions, 50 -- 10 repayment obligations under the 2008 bonds, Compass
11 MS. IBARRA: You're clahming that Mr, 11 does bear financial risk for the payment of the 2008
1z Rodriguez is his attorney/client priv -- 12 bonds. Does Knapp intend to look to Compass to pay
13 MR. KIRBY: He's part of the team of 13 off those bonds?
14 altorneys; absolutely. 14 A You're asking me o give an opinion as fo
15 MS. IBARRA: Certify the question. 15 what the board of directors of Knapp Medicat Center
16 Q (Ms. Ibarra} 1 presume you're not going to 1o cumrently intends to do as of teday? 1 certainky
17 answer? 17 have ne information that there is any intention not
18 A T'mnot gonna answer. i8 to pay the bonds, and it's never been raised by
19 Q  Okay. 19 anybody at any point in lime, other than by you.
20 MR. KIRBY: He's the attorney for Knapp, 20 Q  Well, Mr. -- not quite, Mr. Jones. You
21 you understand this, yes? 21 spoke with the board of divectors and advised them
22 MS. IBARRA; And this is also the 22 that there was a decision made by Prime and Compass
23 attorney for Knapp, and 1 want to know if he was par{ 23 that they wanted to keep the bonds {n place. You've
24 of a discussion in which Mr. Rodriguez would provide 24 also {estified that -- and, of course, this decument
25 counsel tiat that would be in Knapp's better interest 25 says that it bears financial visk. What T am asking
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1 you is did you contemplate or did you have any 1 membership transfer agreement?
z discussions with Prime with regard an anticipation 2 A 1think you've already asked me that one,
3 that Compass Bank will be stuck with the bonds to pay 3 Q I justwant to confirin that that's correct,
4 them if Knapp defautts? 4 because certainly those resfrietive covenants had to
5 MR. KIRBY: Objection, form. 5 be honored at the time that you ereated this draft
6 A Yeah, could you please restate that? | 6 agreement, and you did so?
7 could't follow it. 7 A Tagree with that.
8 Q (Ms, Ibarra) Atany time when you were 8 Q Okay. Allright, This is anofher question
9 preparing this decument, did you consider the 9 T have. According to this particular paragraph and
10 possibifity that Compass may end up responsible for 10 this answer filed by your firm on behalf of the
11 paying these bonds if Knapp defaults? 11 defendants -- to correct one additional error in the
12 A Tunderstood that to be a possibility, as it 12 petition regarding inadeguacy of consideration,
13 was before the transaction. Compass bore 13 paragraph 62 seems to fake the position that the
14 responsibility if Knapp failed fo pay the bonds, 14 total consideration for the transaction was 100
15 Compass would have had to pay up under their letter 15 million dollars, That's what if says in the
is of credit. After the transaction, if Knapp failed to 16 documents, doesn't it, that 104 miltion dollars was
17 pay the bonds, Compass Bank would have to honor its 17 the total consideration? And I understand that
18 obligation under the letter of credit, exactly the 18 they're going to make capital improvements to a
19 same as it was before, So did I understand that that 19 certain amount, and they've invested other money,
20 was the case? Yes, I did. 20 But my question is the total consideration for the
21 Q  And it's still the case today? 21 fransaction was, according to the newspaper
22 A s still the case today. 22 documents, according to what yen've read to me,
23 Q With regard to the restrictive covenants 23 approximately, 104 million doHars, correct?
24 that were in place in 1987, did you -- did those 24 A Those are the net proceeds of the
25 resfrictive covenants affect how you drafted the 25 fransaction,
Page 252 Page 253
1 Q  Okay. It then reads, in fact, the 104 1 hat Knapp would have had to have paid, but now is
2 miltion dollars, as you just said, is the amount of 2 not going fo?
3 the net proceeds received by Care Foundation in the 3 A I'mhaving a hard Hime following your
4 transaction. I guess that's Community Care 4 question. But the total value of the transaction is
3 Foundation, correet? The fact that the 2008 bonds S the 160 million dollars.
6 remain in piace, demonstrates a total consideration % Q Okay.
7 ol well in excess of 150 million doltars, which I 7 A The net proceeds of that are 104, Now if
8 assume is 104 million plus 56 million dollars, 8 you want to get me a chalkboard and I cando iton a
9 correct? 9 chalkboard, or on a -- 1 ¢an write it out for you to
10 A That's right. 10 show you exactly where -- how that makes sense from
11 Q Okay. How is it that anybody is considering 11 an accowiding standpoint, and how assets -- if you're
12 the debt to now be an asset that should be added to 12 gonna get net proceeds, somebody else -- the debt is
i3 the consideration price of this transaetion? 13 still there, what the value of the total transaction
14 MR. KIRBY: Objection, forin. The 14 is, I can do that,
i5 question -- 15 Q  Okay. Iwould rather --
i6 Q (Ms. Ibarra) 1don't understand the ieé MR, KIRBY: Maybe try the home morigage
11 pleading. Would you explain it to me as to why this 17 explanation again,
18 transaction is now worth 160 million dollars because 18 MS. IBARRA: It didn't work.
i9 they're not paying the debt? 19 Q {Ms, Ibarra) What I'm trying -- see if you
20 A Igave you the example before. 'l give it 20 can explain it this way to me, sir, or just advise
21 10 you again. 21 whether this is correct, 104 million dollars in net
22 Q Tdido't understand your example. Maybe you 22 proceeds were taken out of KMC and partly paid by
23 could just explain what these words mean, Do these 23 Prime and given to a new entity calted KCCF. KCCF
24 words mean that since Knapp has kept the bonds on the 24 now has that 184 million dollar net proceed sale
25 books, they now get credit for S6 million deflars price, correct?

ACTION REPORTING /

{956)

P o e e A e T e B e

64 (Pages 250 to 253)
631-1024

R



MATTHEW JONES
Page 254 Page 255
1 A Correct. 1 A Okay. Soin this transaction, the net worth
2 Q KMC now has on its books the same minus $56 2 of Knapp Medical Center ended up in the Community
3 in liability from the bonds that started in 2008, and 3 Care Foundation. Now is that clear? Are we still on
4 they remain the obligor on to this date, 4 the same page? If you fook at the value of the total
5 A That's correct. 5 fransaction, they took over an asset worth 167
6 Q Isthat correct? 6 milfion dolfars. That was the tolal fransaction, We
7 A Yes. ) took out 110, or 104, There's still 57 million in
8 Q@ So because Knapp has a minus 56 million 8 deb still there, There are stitl other assets in
9 dollars, hew does that become positive and counted in 9 there, also. You have all the real estate,
10 the sale transaction price, unless Knapp doesn't pay 10 everything else is there. But the net -- you're just
11 them? Let me give you an analegy, ckay? 11 talking about the net worth was taken out of Knapp
12 A Let me answer your question first. 1z Medieal Center and put into the foundation for the
13 Q Okay. Go ahead. 13 benefit of the community.
14 A Going back to your balance sheet thing that 14 Q  Mr. Jones--
15 you were fooking at, shows 167 miltion dolfars in 15 A Letme ask you one more -- let me say it ong
16 total assets, right? You pointed that out before. 16 more way. Had the day before this transaction
17 And then you go to -- in a typical accounting you 17 closed, Knapp Medical Center had paid the bonds in
18 have assets minus liabilities equals net worth, 18 full, they had enough cash to do it, obviousty,
19 right? Are you with me? 19 right, because they had 80 million dollars, so if
20 Q I'm with you, 20 they just paid the 57 miltion dollars of bonds oft,
21 A Okay. Total assets, 167; minus liabilities, 21 how much would have been lefi? How much would the
22 57 miltion doltats, probably plus a little bit more, 22 net worth of the -- of Knapp Medical Center would
23 but we'll just say 57; net worth 110 million dollars, 23 have been? It would have been 110 million deltars,
24 Are we clear? 24 That was the value, the net value of Knapp Medical
25 Q Sofar, 25 Center. That value is now in Knapp Community Care
Page 256 Page 257
1 Foundation, which was the total intent of the -- of 1 reason for then to be, and I still don't know what --
2 the entire transaction, and Knapp Medical Center 2 I've never heard the word "denuded” until you've been
3 continues to go on. 3 using it here, but if you're falking about it was
4 Q And that begs the question, why was -- why 4 transferred info a foundation for the benefit of the
5 were the assefs taken out of Knapp Medical Center, 5 communily, then that's what happened. I don't know
) instead of paying off the bonds, instead of leaving 6 what denuded means, buf, otherwise, as you've seen
7 them with that debt and vulnerable to having what 7 from the press refease, I can't independently verify,
8 remalns of their fow assets to be taken at anytime by 8 but they say they put 30, 40 million dollars back
2 their board of divectors, Prime Foundation? 9 into Knapp immediately. They've obviousty satisfied
10 A Well, you're saying that -- 10 all the requirements of Compass, or Compass would
11 MR. KIRBY: Object to that question. [t 11 have created some problem with the letter of credit
12 is erroneous in its premise, and you really can't 12 between now and then, so they've obviously put enough
13 answer it as asked. 13 money back into Knapp Medicat Center to satisfy
14 MS, IBARRA: He was about to. What's 14 Compass Bank. So I dort’t know what -- how denuded
15 erroneous about it? 15 comes info that, Ireally don't even know what that
16 MR. KIRBY: He was gonna correct it is 16 means.
17 what he was gonna do. 17 Q {(Ms. Ibarra) Well, let's give you the word,
18 MS. IBARRA: Well, good, let's let him, 18 what if means,
1o MR. KIRBY: He doesn't need to. You 19 MS. IBARRA: Andobjecttothe
20 need to ask a proper question. 20 nonresponsive part.
21 MS. IBARRA: Certify the question. 21 Q (Ms. Ibarra) If Prime fakes the assets of
22 Q  {(Ms. Ibarra) Why weren't the bords paid 22 that medical center, as it may do under your
23 before the money was denuded from KNC? 23 agreement, what's feft at KKnapp Medical Center
24 MR, KIRBY: Objection, form. 24 besides patient revenues in the luture?
25 A A, they didn't have to be. There was no A Well, if they took them all -- and you're
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1 overlooking the other provisions of that Section 5 1 debt, what else is left at Knapp Medical Center?

2 that say that say that it has to continus to b 2 MR, KIRBY: Objection, form. Asked and

3 operated as a acute care hospital for the next seven 3 answered,

4 years. It can only be transferred to affiliates. 4 Q {Ms, Ibarra) Under those civeumstances,

5 There's a number of other restrictions on them. If 5 MR, KIRBY: Den't even answer it again.

6 they violated any of those, Knapp Conununity Care 6 You just answered it.

7 Foundation would have a breach of contract action. 7 MS. IBARRA: All right. Certify the

8 S¢ that's how that would be protected against. And 8 questionn. Letme see if there's anything else?

9 you also have your restrictive covenamt (hat insured 9 Let's gooff the record for five minutes.
19 that it can't be used for anything other than 10 VIDEOGRAPHER: Off the record. The time
11 nonprofit hospital. So I don't see -- i1 is 3:54.
12 MS. IBARRA: Objection -- iz {OFF THE RECORD)(3:54-4:02)
13 A 1don't see -~ if they transfer it, they i3 VIDEOGRAPHER: On the record, The time
14 have to comply with all the same obligations that 14 is4:02.
15 Knapp has complied with in the past. 15 Q (Ms, Ibarra) Mr. Jones, I just have & very
16 MS. IBARRA: Objection, nonresponsive. 16 few fast questions for cleanup I want to be sure I
17 Q (Ms, Ibarra) The only thing I'm asking you, 17 understood, With regard the entry on the minutes
18 Mr. Jones, is if the assets, the tangible real estate 18 that refleets that it was BBVA Compass and Prime's
1% and personalty assets that malkee up the last bit of 19 desire te keep the bonds in place, did you take your
20 what belongs to Knapp, after the 80 million dolfars 20 directives with regard to bonds and net having them
21 was removed, or approximately 70 to 80 million 21 paid off as was previously part of the offer, did you
22 dollars removed, then this agreenent, essentially, 22 take those directions from Prime and BBVA Compass, or
23 leaves Knapp with nothing but 56 miltien dollars in 23 did the board of directors tell you that they wanted
24 debt, and perhaps the way to make that up, 1 guess, 24 to keep those bonds in place?
25 is in patient revenues, But other than that, that 25 MR. KIRBY: You can't answer anything

Page 260 Page 26l

1 about, you know youy discussions with the board of 1 A There were -- as | stated before, there were

2 dirvectors related to that issue. If you had 2 discussions with Printe over that, but did Prime

3 discussions with Printe, prior to the consummation of 3 direct my representation to my client, no, they did

4 the deal related to that specific issue andfor with 4 nat.

5 BBYA Compass, which [ think yeu've already testified 5 Q  Okay. What about BBVA Compass?

6 to, you can answer that part, but not anything about 6 A They dictate my representation to my client?

7 what the beard would have been telling you, or not 7 No, they did not.

8 telling you, or what you were telling the board. 8 Q And did your elient -- or do you have any

9 A Allright. So I can't answer that. 9 understanding with regard whether your client was
10 Q (Ms, Ibarra) Okay. Did Prime direct you 10 made aware that the bonds would remain in place?
11 that you -- that the bonds would not be covered in 11 MR, KIRBY: Objeetion, attorney/client,
iz the terms of this agreement? 1z work product, You can't answer what you were teiling
13 A When you're negotiating contract, nobedy 13 your elient,
14 dictates anything to tire other side, do you agree? 14 MS. IBARRA: And again | contend that
15 Q 1understand, siv. But you also told me 15 fivis was part of a different transaction, and we'll
16 that your job was to do -- pretty much put together 16 certify the question,
17 this transaction because most of these deals had been 17 Q (Ms. Ibarra) You testified earlier that Bab
is worked out, My question to you is who told you that 18 Galligan had the right to call any associate or
19 the bonds would remain in place? 19 person in this firm that migitt be able to help him on
20 MR, KIRBY: And you can't answer that, 20 certain issues. Do you have the same privilege of
21 to the extent that it would be attorney/client 21 doing that?
22 privilege. You could probably answer a question 22 A Yes,
23 about did Prime tell you to do it. 1 assume -- 23 Q How about Ivan Perez?
24 dirvect you to do it, I assume the answer is no to 24 A We're a firm, we all work together.
25 that. 25 Q  Okay. Have you ever worked with Greg Kerr?
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1 A Phave. 1 attomey in our firm.
2 Q Olkay, How long have you known Greg? 2 MR, KIRBY: He's ot an associate,
3 A Since he clerked kere in the summer, maybe, 3 though.
4 what, three years ago, something like that, 4 A He'sa partner.
5 Q And does your relationship with Greg go 5 Q (Ms, Ibarra) And does this parfner
6 heyond talking simply about work? 6 participate in any work with regard KCCF or KMC?
7 MR, KIRBY: We're not getting into this, 7 A T don't remember Rudy being involved in
8 Just don't answer that, 8 anything, I'mnot sure if he has. He could have
a MS. IBARRA: We'll certify the 2 been at some point, but I don't recall him being
10 questior. 10 involved in any particular aspects, but -
11l Q (Ms, Ibarra) Are ¢here any other people in 11 Q  And has Mr. Kerr ever expressed prior to
12 this firm with whom there is a relationship, a 12 this kawsuit his political aspirations?
13 personal relationship between them and KCCF or KMC? 13 MR. KIRBY: We're not getting into
14 A How can somebody have a personal 14 potitics in this deposition, Don't answer that.
15 relationship with KMC or KCCF? Please explain your 15 MS. IBARRA: Certify the question. 1
16 question. 16 want to understand if there's a motive here. Other
17 Q How about the members of the board of 17 than I just need to put on the record that I reserve
18 divectors? 18 my right to recall this deposition, in that your
19 A Does anybody have a personal relationship? i9 objections have prevented me from finding out
20 They're all friends of mine, and they're friends of 20 responses that may lead to other appropriate
21 other peopte in this firm. 21 questions and inquiries that are part of this
22 Q  Well, specificaily, don’t you have an 22 lawsuit, and I reserve the right to recall Mr. Jones
23 associate here who is a son of one of ¢lie board of 23 alter the judge rules on your objections. And that's
24 directors for KCCF? 24 it. We'll pass until the time of trial, with the
25 A Yes. Rudy Salinas has a son who is an 25 exception as previously stated,
Page 264 Page 265
1 MR. KIRBY: No questions. Mcﬁng’s o
2 VIDEOGRAPHER: Offthe record, The time
3 is 4:07. PAGE LINE CHANGE REASON
4
5 (The deposition was concluded at 4:07 pm.}
6
7
8
9
10
11
12
13
14
15
16
17
18 1, MATTHEW JONES, have read (or have had read to
18 me} the foregoing deposition and hereby aftix my
2 ;} signature that same is true and correct, except as
29 noted ehove.
23
24 MATTHEW JORES
25
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THE STATE OF TEXAS * NO. C-0181-13.B
WESLACO HEALTH FACILITIES *+ 2IRD DiSTRICT COURT

his day DEVELOPMENT CORPORATION, *+
on this day AND CiTY OF WESLACO,  +

PLAINTIFFS *
personally appeared MATTHEW JONES, known to me (or '

Before me,

Vs, + OF

*
proved fo me under cathorthrough .~~~ ) KNAPP MEDICAL CENTER;  *
. JAMES A SUMMERSETT, Hi, *
(description of identity card or other document) 1o JOHN L. LACKEY, RUDY +
SALINAS, ANABELL C. ’
CARDONA, BRIAN A. *
HUMPHREYS, JR, NORMAL  *+
MONTALVO, BERTHA SUAREZ  *

be the person whose name is subscribed to the

forepoing instrument and acknowledged to me that they AND ABRAHAM TANUS, ¢
iderati CAPACITIES ASMEVIERS  *
executed the same for the purposes and consideration ND 0N BEHALF OF THE .
. KNAPP MEDICAL CENTER ~ +
therein expressed. BOARD OF DIRECTORS; *
KNAPP MEDICAL CENTER ~ *
Given under my hand and seal of office this FOUNDATION, INC.; *

KNAPP COMMUNITY CARE *
FOUNDATION, INC; PRIME ~ *

dayef 2014, HEALTHCARE FOUNDATION;  *
AND PRIME HEALTHCARE ~ *
SERVICES, ’
DEFENDANTS. * HIDALGO COUNTY, TEXAS
REPORTER'S CERTIFICATION
NOTARY PUBLIC IN AND FOR DEPOSITION OF MATTHEW JONES
THE STATE OF TEXAS Takenon 10-3-14

|, DONANN SMITH, Certified Shorthand Reporter in
end for the State of Texas, hereby certify to the
following:

That the witness, MATTHEW JONES, was duly swern

by the officer and that the transcript of the oral

Page 268 Page 269
deposition is a true record of the testimony given by FOR THE DEFENDANT:
the witness: MR LANCE KIRBY
? . . . Jones, Galligan, Key & Lozano
That the deposition transcript was submilted on 2300 W, Pike Toulevard, Suite 300
to the witness or fo the attomey for Weslaco, Texas 78595
the witness for examination, signature and retum to T: (936) 968-5402
me by . Lkirby(@jekl com
[
That the amount of time used by each party at the 1 further centify that T am neither counsel fer,

deposition was as follows: .
related to, nor employed by any of the parties or

Ms. Mary lb?.'rm: 4 Hrs; 52 Mi_ﬂ; atfomeys in the action in which this proceeding was
M, Lance Kirby: 0 Hrs; 00 Min;
Me. Aaron Vela: 0 Hrs; 00 Min. taken, and fusther, that T am not financially or

. . . otherwise interested in the outcome of the action.
That pursuant to information given to the

Further certification requirements pursuant to

deposition officer at the time said testimony was Rulo 203 of TRCP will be certified to ater they have

taken, the following includes counsel for all parties : occurred,
of record: Certified to by me this | Hh day of October,
2014.
FOR THE PLAINTIFE:
MS. MARY J. IBARRA-MYERS NIy i ey
Farrimond Castillo & Bresnahan, P.C. e e
130 E. Travis Street, Suite 350 e e 13
San Antonio, Texas 78205 P. 0. Box 4513
T: {210)231.0019 MeAllen, Texas 78502

mibarra@@febixlaw,com

GERALD SMITH, Texas CSR #2305
Expiration Pate: 12-31-15
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FURTHER CERTIFICATION UNDER RULE 203, TRCP
The Changes and Signature pages of MATTHEW JONES
was/was not returned to the deposition officer on

If returned, the attached Changes and Signature
page contains any changes and the reasons therefor;
The original deposition was delivered to Mary

Ibarra, Custodial Attorney;

That $ is the deposition officer’s
charge to Mary Ibarra, for preparing the original
deposition transcript and any copies of exhibits,

That the deposition was delivered in accordance
with Rufe 203.3, and that a copy of this certificate
was served on all parties shown herein and filed with
the Clerk.

Certified to by me this day of N
2014.

DONANN SMITH, Texas CSR #2304
Expiration Date: 12-31-15

GERALD SMITH, Texas CSR #2305
Expiration Date: 12-31-15

Action Reporting, Firm #13

P, O. Box 4513

McAllen, Texas 78502

{956) 631-1024
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