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MERGING:

VENTURE HEALTHCARE OF GAINESVILLE, INC., a Florida corporation,
document number P93000063045 _

INTO

CHILDREN’S COMPREHENSIVE SERVICES OF GAINESVILLE, INC., a
Tennessee corporation not qualified in Florida.

File date: January 20, 1998

Corporate Specialist: Karen Gibson

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314 .= =  _
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FLORIDA DEPARTMENT OF STATE 38 Ji 22 ay ;.
Sandra B. Mortham : w28

Secretary of State Divisien pr CORPORATION

January 21, 1898

CORPORATE ACCESS, INC.
TALLAHASSEE, FL

SUBJECT: VENTURES HEALTHCARE OF GAINESVILLE, INC.
Ref. Number: P93000063045

We have received your document for VENTURES HEALTHCARE OF
GAINESVILLE, INC. and your check(s) totaling $70.00. However, the enclosed
‘document has not been filed and is being returned for the following correction(s):

The name of the person signing the document must be typed or printed beneath
or opposite the signafure.

Please include the exhibit(s) referred to in your document.

Please retumn your document, along with a copy of this letter, within 60 days or
your filing will be considered abandoned.

If you have ahy questions conceming the filing of your document, please call
(850) 487-6880.

Karen Gibson
Corporate Specialist

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314




ARTICLES OF MERGER

The undersigned corporations, pursuant to Section 607.1107 of the Florida Business
Corporation Act (the "FBCA"), hereby execute the following Articles of Merger: o

FIRST: The names of the corporations proposing to merge and the name of the states under .
the laws of which such corporations are organized are as follows: =~ . [ & o &

Name of Corporation ) ) State of Incorporation -;7

Ventures Healthcare of Gainesville, Inc. Florida ‘%&, .
Children's Comprehensive Services of Gainesville, Inc. Tennessee ‘“gx;ﬁi -

L
SECOND: The laws of the state under which such foreign corporation is orgam'z( muu?:'
such merger and such foreign corporation is complying with those laws in effecting the nTgsger.
v

THIRD: The foreign corporation is the surviving corporation of the merger and has complied
with Section 607.1105 of the FBCA,; each domestic corporation has complied with the applicable
provisions of Section 607.1101-607.1104 FBCA.

FOURTH: A copy of the Agreement and Plan of Merger is attached hereto as Exhibit "A".

FIFTH: The effective date of the Articles of Merger shall be the &0 A day of January 1998.

SIXTH: The Agreement and Plan of Merger was adopted by the shareholders of Ventures

Healthcare of Gainesville, Inc. on the Ltﬁ\day of January, 1998 and was adopted by the shareholders
of Children's Comprehensive Services of Gainesville, Inc. on the [ﬁ day of January, 1998.

Signed this /%  day of January, 1998.

CHILDREN'S CO REHENSIVE SERVICES .

Or GAINESVw

Its: M - H. NEIL CAMPBELL -

VENTURES HEALTHCARE OF .
GAINESVILLE, INC.

By: JU%ﬁwﬁ ey

Its: XZJL,M,, - WILLIAM PARSONS
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[Agreement and Plan of Merger]
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AGREEMENT AND PLAN OF MERGER
among
VENTURES HEALTHCARE OF GAINESVILLE, INC.,
a Florida corporation

"Ventures",

Wwilliam A. Parsons, Jr., Ph.D.
S. Dale McNeese
John W. Darrah

"Shareholders”,
and
CHILDREN'S COMPREHENSIVE SERVICES OF GAINESVILLE, INC.,
a Tennessee corporation,
“Mergell Subsidiary”,
and
CHILDREN'S COMPREHENSIVE SERVICES, INC.,

a Tennessee corporation,

"Parent"
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AGREEMENT AND PLAN OF MERGER

A#_This AGREEMENT AND PLAN OF MERGER ("Agreement") is entered into on January
~, 1998 by and among VENTURES HEALTHCARE OF GAINESVILLE, INC., a Florida
corporation' (veferred to herein as "Ventures"), WILLIAM A. PARSONS, JR., Ph.D., S. DALE
MCNEESE and JOHN W. DARRAH (individually a "Shareholder" and collectively, the
"Sharcholders™), CHILDREN'S COMPREHENSIVE SERVICES OF GAINESVILLE, INC., a
Tennessee corporation ("Merger Subsidiary™) (the Merger Subsidiary and Ventures sometimes
collectively herein referred to as the "Constituent Corporations”), and CHILDREN'S
COMPREHENSIVE SERVICES, INC., a Tennessee corporation ("Parent").

RECITALS:

WHEREAS, Ventures owns and operates a business providing consultation and management
services to behavioral healthcare providers who operate partial psychiatric programs, all as more
particularly described on Exhibit "A" hereto (the "Business"); and o

WHEREAS, Shareholders own all of the issued and outstanding capital stock of Ventures (the
"Ventures Stock"); and

WHEREAS, Shareholders desire to transfer the Ventures Stock and Parent desires to acquire
the same from Shareholders in a reorganization under Section 368(2)(2)(D) of the Internal Reverue
Code, subject to the terms and conditions set forth in this Agreement; and

WHEREAS, Parent desizes to guarantee performance by the Merger Subsidiary under this
Agreement of all of the representations, warranties, covenants, conditions and agreements to be
performed and observed by Merger Subsidiary.

NOW, THEREFORE, in consideration of the premises and mutual covenants contained in this
Agreement and other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties, intending to be legally bound hereby, agree that Ventures shall be merged
(herein the "Merger") into the Merger Subsidiary in accordance with the terms of this Agreement.

ARTICLE 1.
THE MERGER
1.1 Effect of the Merger. On the Effective Date of the Merger (as such date is defined in

Section 5.1), Ventures shail be merged into Merger Subsidiary, the separate legal existence of Ventures
shall cease, and Merger Subsidiary, as the surviving corporation, shall continue its corporate existence
under the laws of the State of Tennessee under the name of Ventures Healthcare of Gainesville, Inc. (or
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such other name as Parent may subsequently elect). Subsequent to the Merger, the Merger Subsidiary
shall possess all the rights, privileges, powers, and franchises of a public as well as of a private nature
and be subject to all the restrictions, disabilities, and duties of Ventures. All rights, privileges, pOWers,
and franchises of Ventures and all property, real, personal, and mixed, belonging to Ventures shall be
vested in Merger Subsidiary and all property, rights, privileges, powers, and franchises and every other
interest shall be thereafter as effectually the property of Merger Subsidiary as they were of Ventures.
The title to real estate, if any, vested by deed or otherwise in Ventures, shall not revert or be in any way
impaired by reason of this Merger, provided that all rights of creditors and all liens upon any property
of Ventures shall be preserved unimpaired and all debts, liabilities, and duties of Ventures shall
thenceforth attach to the Merger Subsidiary and may be enforced against Merger Subsidiary to the same
extent as if said debts, liabilities, and duties tad been incurred or contracted by Merger Subsidiary.

1.2 AMM&MMM At the closing of the
Merger (the "Closing"), Ventures will own or lease, as applicable, all assets, tangible and intangible,
real and personal, that are currently used to operate the Business (the "Assets"), free and clear of all
encumbrances, mortgages, pledges, liens, and security interests, other than Permitted Encumbrances.
Permitted Encumbrances are defined as (i) mechanics, materialmen's and similar liens with respect to
any amounts not yet due and payable or which are being contested in good faith through. appropriate
proceedings, (ii) liens for taxes not yet due and payable or which are being contested in good faith
through appropriate proceedings, (iii) liens securing rental payments under capital lease agreements and
(iv) encumbrances and restrictions on any real property owned or leased by Ventures (including
easements, covenants, rights of way and similar restrictions of record) that do not materially interfere

with the present uses of such real property. The Assets will include, without limitation, the following:

ey All right, title and interest in and to all of the real property owned or leased by
Ventures and used in connection with the Business, if any, including, without limitation, the real
property listed and described on Exhibit 1.2.¢1) attached bereto, and in and to ail structures,
improvements, fixed assets and fixtures including fixed machinery and fixed equipment owned or leased
by Ventures and situated thereon or-forming a part thereof and all appurtenances, easements and rights-
of-way related thereto (collectively, the "Real Estate™);

@ All equipment, machinery, data processing bardware and software, furniture,
furnishings, appliances, vehicles and other tangible personal property and all replacement parts therefor.
used in connection with the Business including, without limitation, the equipment listed on Exhibit
1.2(2) attached hereto (collectively, the "Equipment and Furnishings");

(3) All inventory of goods and supplies used or maintained in connection with the
Business reflected on the Financial Statements (collectively, the "Inventory");

) Subject to the provisions of the agreement referenced in Section 8.3, all accounts
and notes receivables (the "Receivables™) of Ventures (it being understood by the parties that the
Receivables shall not include individual patient accounts collectible by Ventures, but not carried on the
books of Ventures as its own receivables, on behalf of owners of inpatient psychiatric units managed
by Ventures pursuant to management contracts);
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(5) All cash, including funds on hand, bank accounts including, without limitation,
those accounts listed by name and address of banking institution, account name and account and routing
numbers on Exhibit_1.2(5) attached hereto, money market accounts, other accounts, certificates of
deposit and other investments of Ventures (the "Cash and Cash Equivalents"), and all prepaid expenses,
any and all tax attributes and assets of Ventures as of Closing, including without limitation, all net
operating loss carryforwards;

(6)  All personnel, corperate and other records related to the Business, including both
hard and microfiche copies, and all manuals, books and records used in operating the Business,
including, without limitation, personnel policies and files and manuals, accounting records, and
computer software;

¢ To the full extent not legally required to be reissued or independently transferred
as a consequence of the Merger, all federal, state and local licenses, permits, registrations, certificates,
consents, accreditations, approvals and franchises, if any, held by Ventures in connection with the
Business as currently conducted (collectively, the "Licenses");

& All goodwill, and, to the extent assignable by Ventures, all warranties express or- -
implied and rights and claims related to the Assets or the operation of the Business;

&) Contract rights and interests held by Ventures arising out of or related to the
Business, including but not limited to those certain consultation service agreements, management service
agreements and other similar contracts identified on Exhibit 1.2(9) hereto;

(10) All intangible or intellectual property owned, leased, licensed or possessed by
Ventures or any Sharebolder and utilized in connection with the Business, including without limitation,
the name "Ventures Healthcare" and all variations and derivations thereof, to the extent Ventures or any
Shareholder has rights in or to each such name;

(11  All of Ventures' right, title and interest in any partnerships, joint ventures or
similar arrangements.

1.3  Further Assurances: From time to time as and when requested by Merger Subsidiary or
its successors or assigns, the officers, directors and shareholders of Ventures last in office shall execute
and deliver such deeds and other instruments and shall take or cause to be taken such other actions as shall
be necessary to vest or perfect in or to confirm of record or otherwise Merger Subsidiary's title to, and
possession of, all the property, interests, assets, rights, privileges, immunities, powers, franchises, and
authority of the Ventures, and otherwise to carry out the purposes of this Agreement.
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ARTICLE IL
CONVERSION AND EXCHANGE OF SHARES

2.1 Conversion of Shares. The manner of converting or exchanging the shares of each of
the Constituent Corporations shall be as follows:

(1)  The Merger shall effect no change in any of the shares of Merger Subsidiary
stock, and none of its shares shall be converted as a result of the Merger.

) Each share of Ventures Stock issued and outstanding on the Effective Date of the
Merger (except shares of Ventures Stock issued and held in the treasury of the Ventures) shall, by virtue
of the Merger and on the Effective Date of the Merger, be converted into and become, without action
on the part of the holder-thereof, shares of fully paid and nonassessable Parent Common Stock in an
amount sufficient to comprise the Merger Consideration as set forth in Article IIT below.

2.2  Shares Owned by Ventures. Each share of Ventures Stock issued and held in the
treasury of Ventures shall be canceled and retired, and no shares of stock or other securities of Parent
shall be issuable, and no cash shall be exchangeable, with respect thereto.

2.3  Fractional Shares. No fractional shares of Parent Common Stock shafl be issued
pursuant to Section 2.1(2), but in lieu thereof, cash shall be paid to the hoider thereof in an amount
based on the closing price of Parent Common Stock on the NASDAQ Stock Market's NASDAQ
National Market on the Effective Date of the Merger, or if such shares were not traded on such date,
based on the closing price thereof on the next preceding day on which such shares were traded.

2.4  Exchange of Shares; Escrow of Shares. Subject to the escrow provisions set forth
below, on and after the Effective Date of the Merger, each holder of Ventures Stock shall be entitled

to receive in exchange therefor a certificate or certificates representing the number of shares of Parent
Common Stock to which he is entitled as provided in Section 2.1(2), and any cash to which he maybe
entitied on account of fractional shares (without interest thereon) as provided in Section 2.3. Until so
presented and surrendered in exchange for a certificate representing Parent Common Stock, each
certificate which represented issued and outstanding shares of Ventures Stock on the Effective Date of
the Merger shall be deemed for all purposes to evidence ownership of the number of shares of Parent
Common Stock into which such shares of Ventures Stock have been converted pursuant to the Merger.
Unitil surrender of such certificates in exchange for certificates representing Parent Common Stock, the
holder thereof shall not be entitled to vote at any meeting of Parent stockholders or to receive any
dividend or other distribution payable to holders of shares of Parent Common Stock; provided, however,
that upon surrender of such certificates representing Ventures Stock in exchange for certificates
representing Parent Common Stock, there shall be paid tc the record holder of the certificate
representing Parent Comunon Stock issued upon such surrender the amount of dividends or other
distributions (without inierest) that theretofore became payable with respect to the number of shares of
Parent Commeon Stock represented by the certificate issued upon such surrender.
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The parties acknowledge and agree that one-half (14) of the Parent Common Stock to
which each Shareholder shall be entitled to receive shall be issued and held in escrow pursuant to the
provisions of a Post Closing Escrow Agreement of substantially the same form as Exhibit 2.4 hereto.

ARTICLE III. : R
MERGER CONSIDERATION )

3.1 ercger Consideration.

§h) The Parent Cormmon Stock to be issued as merger comsideration ("Merger
Consideration") shall have a value of Two Million Seven Hundred Thousand and No/100 Dollars
($2,700,000.00), subject to adjustment as set forth in this Article III. The Merger Consideration will
be subject to adjustment as follows: (i) the Merger Consideration shall be increased or decreased, as
appropriate, for additions or deletions of property, plant, equipment or other non-current assets, if any,
purchased or sold between June 30, 1997 and the Closing; (ii) the Merger Consideration shall also be
adjusted for any Seller employee benefits which are not accrued and reflected in net working capital at
Closing to the extent it causes a breach of (iii); and (jii) Merger Consideration shall be adjusted to the
extent that the working capital of Ventures is less than Fifty Thousand and No/100 Dollars ($50,000.00)
as of Closing. Shareholders' equity of Ventures at Closing shall not be less than Fifty Thousand and
No/100 Dollars ($50,000.00). The Balance Sheet of Ventures as of January 1, 1998 shall be
substantially the same as the pro forma Balance Sheet shown on Exhibit 3.1 hereto.

() The Merger Consideration will be One Hundred Forty-Six Thousand Five
Hundred Eighty (146,580) shares of Parent Common Stock which is based upon a price of $18.42 per
share. The Parent Common Stock will constitute restricted securities the resale of which shall be subject
to the requirements of Rule 144. All aspects of the proposed transaction shall be subject to applicable
state and federal securities laws.

3.2  Adjustments to Merger Consideration. The adjustments to the Merger Consideration
specified in Section 3.1(1) shall be estimated by the parties hereto in good faith at the Closing to the

extent reasonably possible based on the most current interim financial statements with provisional
adjustments as shall be mutually agreed at Closing which shall be called the "Preliminary Closing
Statement”. Attached as Exhibit 3.2 is the format of the Preliminary Closing Statement. No later than
sixty-five (65) days after the Closing, the parties hereto shall prepare the "Final Closing Statement”
reflecting the items listed above prepared consistent with the past preparation of the internal financial
statements of Ventures on an accrual basis applied consistently with prior periods. Adjustments made
after the Closing based on the Final Closing Statement shall be payable in cash not more than one (1)
year after Closing, with interest on any adjustments at an annual interest rate of eight and one-half
percent (8.5%) commencing at Closing. If Merger Subsidiary and Shareholders are unable to agree on
the Final Closing Statement within sixty-five (65) days after delivery of the Final Closing Statement,
they shall appoint a firm of independent certified public accountants of recognized national standing
{excluding any firm regularly engaged by either party) (the "Accountants”) to make such determination
which determination, shall be final and binding on the parties hereto for the purpose of this Agreement,
and Merger Subsidiary and Shareholder shall each pay one-half (4} the cost of the Accountants.
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ARTICLE IV.
CERTIFICATE OF INCORPORATION; OFFICERS AND DIRECTORS

The Certificate of Incorporation of Merger Subsidiary shall be amended, effective on the
Effective Date of the Merger, by changing Article I thereof so as to read in its entirety as follows: "The
name of the corporation is Ventures Healthcare of Gainesville, Inc."

On the Effective Date of the Merger, the Certificate of Incorporation of Merger Subsidiary, as
amended above, shall be the Certificate of Incorporation of the surviving corporation.

The officers and directors of the Merger Subsidiary on the Effective Date shall from and after
the Effective Date be the initial officers and directors of the Merger Subsidiary after the Merger until
their respective successors have been duly elected or appointed and qualified or until their earlier death,
resignation or removal in accordance with the Certificate of Incorporation and Bylaws of the Merger
Subsidiary.

ARTICLE V.
EFFECTIVE DATE OF MERGER; FILING OF MERGER DOCUMENTS

5.1  Effective Date. The Merger shall become effective on the filing of this Agreement (or
appropriate Certificate of Merger or Articles of Merger, as applicable) (such documentation herein the
"Certificate of Merger") in the manner required by applicable law (the date of such filing being herein
called the "Effective Date of the Merger").

5.2  FKiling of Cerftificate of Merger. Unless this Agreement shall have been terminated prior
thereto under the provisions of Article XIII hereof, the Certificate of Merger shall be so filed and

recorded as promptly as possible after Closing which shall occur upon satisfaction of the conditions
precedent to Closing and in no event later than the end of the next business day following Closing.

ARTICLE VI.
REPRESENTATIONS AND WARRANTIES OF SHAREHOLDERS

As a material inducement to Parent and Merger Subsidiary to enter into this Agreement and to
consummate the Merger, Shareholders hereby jointly and severally represent and warrant to Buyer,
which representations and warranties will be true and correct on the date of Closing, as follows:

6.1 ax | ) . Ventures is a corporation duly organized
and validly emstmg under the laws of the State of Flonda and is in good standing and duly qualified to
do business as a foreign corporation in all siates required by its Business as set forth on Exhibit 6.1,
except where the failure to be so qualified would not have a material adverse effect on the business or
results of operations of Ventures. Ventures has full corporate power and authority to own, lease and
operate its facilities and assets as presently owned, leased and operated, and to carry on its business as
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it is now being conducted. Ventures and Shareholders each have the full right, power and authority to
execute, deliver and carry out the terms of this Agreement and all documents and agreements executed
and delivered in connection with this Agreement, to consummate the Merger and other transactions
contemplated on the part of each such party hereby, and to take all actions necessary, in their respective
capacities, to permit or approve the actions of each of Ventures and Shareholders. The execution,
delivery and consummation of this Agreement, and all other agreements and documents executed in
connection herewith by each of Ventures and Shareholders, have been duly authorized by all necessary
action on the part of such parties. No other action, consent or approval on the part of any of Ventures,
Shareholders or any other person or entity is necessary to authorize due and valid execution, delivery
and consummation, of this Agreement and all other agreements and documents executed in connection
herewith. This Agreement and all other agreements executed in connection herewith by Ventures and/or
Shareholders, upon due execution and delivery thereof, will constitute the valid and binding obligations
of Ventures and/or Shareholders, as the case may be, enforceable in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency, reorganization or similar laws
affecting creditors' rights generally and by general principles of equity.

6.2  Capitalization and Stock Qwnership. Except for Shareholders, no other person or

entity owns or holds, has any interest in, whether legal, equitable or beneficial, or has the right to
purchase, any capital stock or other security of Ventures. The Ventures Stock, being Two Hundred
Twenty Five (225) shares, $1.00 par vaiue, of common stock, constitutes all of the issued and
outstanding securities of Ventures, is duly authorized, validly issued, fully paid and nonassessable, and
is owned free and clear of any liens, charges, security interests, pledges or other encumbrances. At
Closing, Ventures wiil not have any outstanding subscriptions, options, warrants, calls, contracts,
convertible securities or other instruments, agreements or arrangements of any nature whatsoever under
which Ventures is or may be obligated or compelled to issue any capital stock, security or interest of
any kind, or to transfer or modify any right with respect to any capital stock, security or other interest,
and, as of the Closing, no one will have any preemptive rights, right of first refusal or similar rights
with respect to the Ventures Stock or any equity interest in Ventures. Except as set forth on
Exhibit 6.2, neither Ventures nor any of the Shareholders is a party to any, and there exist no, voting
trusts, stockholder agreements, pledge agreements or other agreements relating to or restricting the
transferability of any shares of the Ventures Stock or equity interests of Ventures and any such
agreements listed on Exhibit 6.2, if any, shall not preclude the Merger or other transactions
contemplated by this Agreement.

6.3 Investments. Except as set forth on Exhibit 6.3, Ventures owns no capital stock,
securities, interest or other right or any option or warrant convertible into the same, of any corporation,
partnership, limited liability company, joint venture or other business enterprise.

6.4 Absence of Default. The execution, delivery and consummation of this Agreement, and
all other agreements and documents executed in connection herewith by Ventures and Shareholders will
not constitute a violation of, or be in conflict with, and will not, with or without the giving of notice
or the passage of time, or both, result in a breach of, constitute a default under, create or cause the
acceleration of the maturity of, any debt, indenture, obligation or liability affecting either Ventures, the
Shareholders, the Business or Assets or rights in the Ventures Stock, or result in the creation or
imposition of any security interest, lien, charge or other encumbrance upon any of the Ventures Stock
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or the Assets under: (a) any term or provision of the Charter or Bylaws of Ventures; (b) any contract,
lease, purchase order, agreement, document, instrument, indenture, mortgage, pledge, assignment,
permit, license, approval or other commitment to which Ventures and/or any Shareholder is a party or
by which either Ventures, any Shareholder, the Ventures Stock or the Assets are bound; (¢) any
judgment, decree, order, regulation or rule of any court or regulatory authority; or (d) any law, statute,
rule, regulation, order, writ, injunction, judgment or decree of any court or governmental authority or -
arbitration tribunal to which Ventures, any Shareholder, the Ventures Stock and/or the Assets are
subject.

6.5 i ial Stat

)] Attached hereto as Exhibit 6.5(1) are true and correct copies of Ventures'
unaudited balance sheets and income statements for the year ended December 31, 1996 (the "Fiscal Year
Financial Statements"), and the interim unaudited balance sheet and income statement of Ventures for
the eleven (11) month period ended November 30, 1997 (the "Interim Financial Statements,” which,
with the Fiscal Year Financial Statements, will be referred to as the "Financial Statements"). The
Financial Statements are based on the books and records of Ventures and present fairly, in compliance
with generally accepted accounting principles applied on a consistent basis, the financial position of
Ventures as of, and the results of its operations for, the pericds specified, except, in the case of the
Interim Financial Statements, for year end adjustments and accruals for income taxes. EXCept as set
forth in the Interim Financial Statements or on Exhibit 6.5(1), Ventures has, and as of the Closing will
have, no contingent liabilities or obligations.

@ The books and records of Ventures are in such order and completeness so that an
unqualified audit may be performed for any period prior to Closing not already audited. The
Shareholders will cooperate in all reasonable respects with the Merger Subsidiary in attempting to
perform an audit of Ventures for any period prior to Closing not already audited at Merger Subsidiary's
expense.

3) Attached as Exhibit 6.5(3) is a schedule setting forth EBITDA derived by
Ventures from. each of its various managements or similar contracts on a location-by-location basis and
a schedule setting forth the projected annual EBITDA of new management contracts, if any, expected
to be added on or after January 1, 1998, it being understood that the Shareholders are making no
representations or warranties regarding such projections

6.6  OQperations since Qctober 31, 1997. Except as set forth in Exhibit 6.6, since November
30, 1997 there has been no:

)] change in the condition of Ventures, financial or otherwise, which has, or could
reasonably be expected to have, a material adverse effect on any of the Assets, the Business or on the
results of the operations of Ventures as a whole, including any circumstance or event which the
Shareholders reasonably believe may lead to a termination, cancellation or non-renewal of Ventures'
existing contracts; ‘
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) material loss, damage or destruction of or to any of the Assets, whether or not
covered by insurance;

3 sale, lease, transfer or other disposition by Ventures of, or mortgages or pledges
of or the imposition of any lien, charge or encumbrance on, any portion of the Assets, except inventory
and equipment held for use in the ordinary course of business;

) increase in the compensation payable by Ventures to any of the Shareholders,
officers, directors or any other employees, independent contractors or agents, or increase in, or
institution of, any bonus, insurance, pension, profit-sharing or other employee benefit plan or
arrangements made to, for or with the employees, independent contractors or agents of Ventures outside
the ordinary course of business;

o) subject to the provisions of the agreement referenced in Section 8.3, adjustment
or write-off of Receivables or reduction in reserves for Receivables outside of the ordinary course of
business, or change in the accounting methods or practlces employed by Ventures or change in adopted
depreciation or amortization policies;

(6) issuance or sale by Ventures, or contract or other commitment entered into by
Ventures or any Shareholder for the issuance or sale, of any shares of capltal stock or securities
convertible into or exchangeable for capital stock of Ventures;

@))] payment by Ventures of any dividend, distribution or extraordinary or unusual
disbursement or expenditure or intercompany payable, except for the settlement of Ventures' obligations
to Capital Investment Corp. pursuant to the agreement referenced in Section 8.3;

8 merger, consolidation or similar transaction; or solicitation therefor;

©) security interest, gnarantee or other encumbrance, other than in the ordinary
course of business, obligation or liability, in each case whether absolute, accrued, contingent or
otherwise, or whether due or to become due, incurred or paid by Ventures to any person or entity; or
the making by Ventures of any loan or advance to, or an investment in, any person or entity;

(10)  federal, state, or local statute, rule, regulation, or order adopted, promuigated or
decided that, to the knowledge of Ventures or any of the Shareholders, materially and adversely affects
Ventures, the Ventures Stock, the Business or the Assets;

(11)  strike, work stoppage or other labor dispute adversely affecting the Business; or

(12) termination, waiver or cancellation of any material rights or claims of Ventures,
under any contract of Ventures or otherwise.

6.7 Litigation. Except as disclosed in Exhibit 6.7, no person or party including, without
limitation, any governmental agency has asserted, or, to the knowledge of Ventures or any of the
Shareholders, has threatened to assert, any claim for any action or proceeding, against Ventures (or any
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officer, director, employee, agent or Shareholder of Ventures) arising out of any statute, ordinance or
regulation relating to wages, collective bargaining, discrimination in employment or employment
practices or occupational safety and health standards (including, without limitation, the Fair Labor
Standards Act, Title VII of the Civil Rights Act of 1964, as amended, the Occupational Safety and
Health Act, the Age Discrimination in Employment Act of 1967, or the Americans With Disabilities
Act or the Family Medical Leave Act of 1993). Neither Ventures nor any of the Shareholders has
received notice of any violation of any law, rule, regulation, ordinance or order of any court or federal,
state, municipal or other governmental department, commission, board, bureau, agency or
instrumentality (including, without limitation, legislation and regulations applicable to environmental
protection, civil rights, public health and safety and occupational health). Except as set forth in Exhibit
6.6, there are no lawsuits, proceedings, actions, arbitrations, governmental investigations, claims,
inquiries or proceedings pending or threatened involving Ventures, anmy of the Shareholders, the
Ventures Stock, any of the Assets or the Business. .

6.8 Licenses. Ventures has all Licenses necessary for Ventures to operate and conduct the
Business, and there does not exist any waivers or exemptions relating thereto, except where the failure
to hold such licenses would not have a material adverse effect. There is no material default on the part
of Ventures or any other party under any of the Licenses. There exists no grounds for revocation,
suspension or limitation of any of the Licenses. Copies of each of the Licenses are attached hereto and
are listed on Exhibit 6.8. No notices have been received by Ventures or any of the Shareholders with
respect to any threatened, pending, or possible revocation, termination, suspension or limitation of the
Licenses. :

6.9  Medicare and Medicaid Matters. To the extent applicable to Ventures, Ventures has
complied, and, to Ventures' knowledge, each of the providers with which Ventures contracts (herein a

"Ventures Provider™) has complied with all laws, rules and regulations of the Medicare, Medicaid and other
governmental healthcare programs, and has filed all claims, invoices, returns, cost reports and other forms
in the manner prescribed. All cost reports, claims, invoices, filings and other forms made or filed by
Ventures, if applicable, and, to Ventures' knowledge, made or filed by each Ventures Provider with
Medicare, Medicaid or any other governmental health or welfare related entity or any third party payor
since the inception of the Business, are in all material respects true, complete, correct and accurate and do
not claim reimbursement for any expenses which are not properly reimbursable. No deficiency, either
individually or in the aggregate, in any such cost reports, claims, invoices and other filings, including.
claims for over-payments or deficiencies for late filings, has been asserted or threatened by any federal or
state agency or instrumentality or other provider reimbursement entities relating to Medicare or Medicaid
claims or any other third party payor, and there is no basis for any claims or requests for reimbursement.
Neither Ventures nor, to its knowledge, any Ventures Provider has been subject to any audit relating to
fraudulent procedures or practices. To the best of Shareholders' knowledge, there is no basis for any ¢laim
or request for recoupment or reimbursement from Ventures or, to its knowledge, from any Ventures
Provider, of any federal or state agency or instrumentality or other provider reimbursement entities.

6.10 Title to and Condition of Assets.

(1 Ventures is the sole legal and beneficial owner of the personal property included
in the Assets, free and clear of all mortgages, security interests, liens, leases, covenants, assessments,
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easerents, options, rights of refusal, restrictions, reservations, defects in the title, encroachments, and
other encumbrances, except for Permitted Encumbrances. Subject to the provisions of the agreement
referenced in Section 8.3, the Assets are all the assets set forth on the Interim Financial Statements or
currently used in the operation of the Business. - - - -

(2) The descriptions of the Real Estate, if any, contained in Exhibit 1.3(1) are
accurate and include all real property leased by Ventures and used in connection with the Business or
set forth on the Interivn Financial Statements. Ventures is in lawful possession of all of the Real Estate,
if any, that is owned or leased including, without limitation, the buildings, structures and improvements
situated thereon and appurtenances thereto, in each case free and clear of all mortgages, liens and other
encumbrances or restrictions, except for Permitted Encumbrances. -

€)] The Equipment and Furnishings are all of the "Equipment" reflected on the
Interim Financial Statements, other than those items sold and replaced in the ordinary course of
business. All components of all of the Equipment and Furnishings in all material respects (a) operate
in accordance with their respective specifications, (b) perform the functions they are supposed to
perform, (c) are free of structural, installation, engineering, or mechanical defects or problems, and (d)
are otherwise in good working order, subject, in each case above, to reasopable wear and tear.
Ventures has received no written recommendation from any insurer to repair or replace any of the
material Assets with which Ventures has not complied.

@) All motor vehicles used in the Business, whether owned or leased, are listed in
Exhibit 1.3(2) attached hereto, are properly licensed and are registered in accordance with applicable
law. If such vehicles are leased, the leases are in full force and effect, and Ventures has complied with
all terms of such leases.

5) All trademarks, service marks, trade names, patents, inventions, processes,
copyrights and applications therefor, whether registered or at common law (collectively, the "Intellectual
Property"), owned or used by Ventures are listed and described in Exhibit 6.10(5) attached hereto. No
proceedings have been instituted or are pending or, to the knowledge of Ventures or any of the
Shareholders, threatened that challenge the validity of the ownership by Ventures of any such
Intellectual Property. Ventures has licensed no one to use any such Intellectual Property, and neither
Ventures nor any of the Shareholders has any knowledge of the use or the infringement of any of such
Intellectual Property by any other person. Ventures owns or possesses adequate and enforceable
licenses or other rights to use all Intellectual Property now used in the conduct of the Business.

6.11 Contracis.

4} Exhibit 6.11(1) sets forth a complete and accurate list of all consultation services
agreements, management service agreements or other similar agreements comprising the Business,
together with all contracts, leases, subleases, options and commitments, oral or written, and all
assignments and amendments thereof, affecting or relating to the Business, the Ventures Stock or any
Asset or any interest therein, {0 which either Ventures and/or any of the Shareholders is a party or by
which Ventures, the Assets or the Business is bound (collectively, the "Contracts"). Exhibit 6.11(1),
but not the definition of Contracts, may exclude Contracts involving annual amounts of $5,000.00 or
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iess. Accurate, complete and unredacted copies of all written Contracts have been supplied, or will be
prior to the Closing to Merger Subsidiary. Fixhibit 6.11(1) includes written summaries of key terms of
all oral Contracts including any oral agreements with J.D. Investments, Inc. ("JDI"). The employee
leasing arrangement covered by the Client Service Agreement between Landrum Staff Leasing, Inc. and
JDI and the oral agreements between JDI and Ventures are all cancelable by Ventures at will or with
thirty (30) days prior notice without any penalty, premium or other charge or expense to Ventures. The
Shareholders know of no reason that the persons subject to the employee leasing arrangement may not
be hired by the Merger Subsidiary immediately following Closing.

@ Except as reflected in Exhibit 6.11(1), and except for consents required as a result
of the Merger and other transactions contemplated herein, a list of which consents is included in Exhibit
6.11(1), none of the Contracts has been modified, amended, assigned or transferred and, to the best of
Shareholders' knowledge, each is in full force and effect and is valid, binding and enforceable in
accordance with its respective terms, except as enforcement may be limited by bankruptcy, insolvency,
reorganization or similar laws affecting creditors' rights generally and by general principles of equity.
To the best of Shareholders' knowledge, no event or condition has happened or presently exists which
constitutes a default or breach or, after notice or lapse of time or both, would constitute a default or
breach by any party under any of the Contracis. To the knowledge of Shareholders, there are no
counterclaims or offsets under any of the Contracts.

3) There does not exist any security interest, lien, encumbrance or ¢laim of others
created or suffered to exist on any interest created under any of the Contracts. No purchase
commitment by Ventures is in excess of Ventures' ordinary business requirements.

4) Exhibit 6.11(4) lists every repair and maintenance obligation of Ventures pursuant
i0 the Contracts over $10,000.00 required to be performed on or before the Closing but which will
remain unperformed at the Closing.

6.12 Environmental Matters.

@ Hazardous Substapces. As used in this Section 6.12(1), the term "Hazardous
Substances” means any hazardous or toxic substances, materials or wastes, including but not limited to
those substances, materials, and wastes defined in Paragraph 101 of the Comprehensive Environmental
Response, Compensation and Liability Act of 1980, as amended ("CERCLA"), listed in the United
States Department of Transportation Table (49 CFR 172.101) or by the Environmental Protection
Agency as hazardous substances pursuant to 40 CFR Part 302, or which are regulated under any other
Environmental Law (as such term is defined herein), and any of the following: hydrocarbons, petroleum
and petroleum products (except as they exist in the ordinary course of business and in material
compliance with. Environmental Law, asbestos, polychlorinated biphenyls, formaldehyde, radioactive
substances (other than naturally occurring materials in place), flammables and explosives.

2) gmmﬂmﬂgggmmm All operations or activities on, and any
use or occupancy of any property owned leased or managed by Ventures, any Affiliates of Ventures
(wherein the term "Affiliates" will mean any person or entity controlling, controlled by or under
common control at any time with Ventures, and the term "coptrol” will mean the power, directly or
indirectly to direct the management or policies of such person or entity), and any agent, contractor or
employee of any agent or contractor of Ventures or its Affiliates ("Agents"), or to the knowledge of any
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of the Shareholders (including any tenant or subtenant of Ventures) is and has been in compliance with
any and all laws, regulations, orders, codes, judicial decisions, decrees, licenses, permits and other
applicable requirements of governmental authorities with respect to Hazardous Substances, poliution or
protection of human health and safety (collectively, "Environmental Laws"), including but not limited
to the release, emission, discharge, storage and removal of Hazardous Substances. Ventures, Affiliates
and Agents have kept the property owned or managed by Ventures free of any lien imposed pursuant
to Environmental Laws. To the knowledge of Ventures and each of the Shareholders, all prior owners,
operators, managers and other occupants of such premises have complied with Environmental Law.
Except for uses and storage or presence of Hazardous Substances reasonably necessary or incidental to
the customary operation of a business similar to the Business, as approprlate which, if required, was
stored or present in material compliance with Environmental Law:

(a) Neither Ventures nor any Affiliates or Agents have used, generated,
treated, handled, manufactured, voluntary transmitted or stored any Hazardous Substances, nor, to the
knowledge of Ventures or any of the Shareholders, has any premises owned, leased or managed by
Ventures ever been used for any of the foregoing.

®) Neither Ventures nor any Affiliates or Agents have installed on any
premises owned, leased or managed by Ventures friable asbestos or any substance containing asbestos
in condition or amount deemed hazardous by Environmental Law.

(c) Ventures has not at any time engaged in any dumping, discharge, disposal,
spillage or leakage (whether legal or illegal, accidental or intentional) of such Hazardous Substances that
would subject Ventures, any of the Shareholders or Merger Subsidiary to clean-up obligations imposed
by governmental authorities.

(D) To the knowledge of Shareholders, neither Ventures nor the owners
(present or former) of any premises owned, leased or managed by Ventures (i) has either received or
been issued a notice, demand, request for information, citations, summons or complaint regarding an
alleged failure to comply with Environmental Law, or (if) is subject to any existing, pending, or, to the
knowledge of Ventures or any of the Shareholders, threatened investigation or inquiry by any
governmental authority for noncompliance with, or any remedial obligations under Environmental Law,
and there are no circumstances known to Ventures or any Shareholders which would likely serve as a
basis therefor. Ventures has not assumed any liability of a third party for clean-up under or
nencompliance with Environmental Law.

(e) Ventures, their Affiliates or Agents have not transported or arranged for
the transportation of any Hazardous Substances to any location which is listed or, to the knowledge of
Ventures and any of the Shareholders, proposed for listing under Environmental Law or is the subject
of any enforcement action, investigation or other inquiry under Environmental Law.

(3)  Other Environmenta] Matters. Ventures has furnished to Merger Subsidiary a
copy of any environmental audit, study, report or other analysis which such Ventures or its Affiliates
obtained or were furnished.
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CY) Disclaimper. Notwithstanding the foregoing, neither Ventures nor the Shareholders
make any representation or warranty regarding the compliance with Environmental Laws at the medical
facilities in which Ventures conducts business, except for matters within Ventures' control or matters
about which they have actual knowledge.

6.13 Ventures Employees.

(D Exhibit 6.13(1) attached hereto sets forth: (a) a complete list of all of Ventures'
employees, (b) their respective rates of pay, (©) the employment dates and job titles of each such person,
(d) categorization of each such person as a full-time or part-time employee of Ventures, (e) the amount
of accrued vacation with respect to such person, and (f) the amount of accrued sick pay with respect to
such person., For pirposes of this -paragraph, "part-time employee" means an employee who is
employed for an average of fewer than twenty (20) hours per week or who has been employed for fewer
than six (6) of the twelve (12) months preceding the date on which notice is required pursuant to the
"Worker Adjustment and Retraining Notification Act” ("WARN™), 29 U.S.C. §2102, et seq- Except
as provided in Exhijbit 6. 11(1), Ventures has no employment agreements with its employees and all such
employees are employed on an nat will" basis. Exhibit 6.13(1) also (a) lists, and has attached copies
of all employee fringe benefits and personnel policies, and () lists all ex-employees of Ventures
utilizing or eligible to utilize COBRA. Ventures will have adequately accrued and included in the Final
Closing Statement, all salaries and wages, related payroll taxes and all sick leave, holiday, vacation
benefits, retirement and other fringe benefits that will have accrued to Ventures' employees through the
Closing Date, including related payroll taxes. .

2) Ventures is not a party to any labor contract, collective bargaining agreement,
contract, letter of understanding, or any other arrangement, formal or informal, with any labor union
or organization that obligates Ventures to compensate employees at prevailing rates or union scale, nor
are any of its employees represented by any 1abor union or organization. There is no pending or, to the
knowledge of Ventures or any of the Shareholders, threatened labor dispute, work stoppage, unfair labor
practice complaint, strike, administrative or court proceeding or order between Ventures and any present
or former employee(s) of Ventures. Except as provided in Exhibit 6.13(2), there is no pending or, 10
the knowledge of Ventures and any of the Shareholders, threatened suit, action, investigation or claim
between Ventures and any present or former employee(s) of Ventures. To the knowledge of
Shareholders, there has not been any labor upion orgamizing activity with respect to Ventures'
employees.

6.14 Employee Benefit Plans.

(¢)) Exhibit 6.14 attached hereto contains a true, accurate and complete list of each
(2) "employee welfare benefit plan" (as defined in Paragraph 3(1) of the Employee Retirement Income
Security Act of 1974 as amended ("ERISA")) maintained by Ventures or {0 which Ventures contributes
or is required to contribute, and (b) " employee pension benefit plan” (as defined in Paragraph 3(2) of
ERISA) maintained by Ventuzes, t0 which Ventures contributes or is required to contribute, or which
covers employees of Ventures during the period of their employment with any predecessor of Ventures,
including any multi-employer pension plan as defined under Internal Revenue Code of 1986, Paragraph
414(f) (such employee welfare benefit plans and pension benefit plans being hereinafter collectively

171661 - 5 . i 14



referred to as the "Benefit Plans™). Copies of all Benefit Plans have previously been provided to Merger
Subsidiary.

) Liabilitjes. There are no unfunded liabilities under any Benefit Plan.

(3) Termination of Participation. Shareholders will, at their cost, take all necessary
action so that Ventures, by Closing, will cease to be a participating employer under all Benefit Plans,
provided that the Merger Subsidiary will provide coverage for employees of Ventures under the benefit
plans provided to similar employees of Parent and will waive waiting periods, pre-existing conditions

and similar restrictions on coverage.

6.15 Insurance. Ventures has in effect and has for at least five (5) years continuously
maintained insurance coverage for all of its operations, personnel and assets, and for the Assets and the
Business. A complete and accurate list of all current insurance policies is included in Exhibit 6.11(1).
Exhibit 6.15 attached hereto sets forth a summary of Ventures' current insurance coverage (listing type,
carrier and limits), includes a list of any pending insurance claims relating to Ventures or the Business,
and includes a recent three (3)-year claims history relating to Ventures and the Business as prepared by
the applicable insurance carrier(s). . Ventures is not in default or breach with respect to any provision
contained in any such insurance policies, nor has Ventures failed to give any notice or to present any
claim thereunder in due and timely fashion.

6.16 Conflicts of Interest. Except as set forth on Exhibit 6.16, none of the following is either
a supplier of goods or services to Ventures, Or directly or indirectly controls or is a director, officer,
employee or agent of any corporation, firm, association, partnership or other business entity that is a
supplier of goods or services to Ventures: (a) any Shareholder, (b) any director or officer of Ventures,
or {¢) any entity under common control with Ventures or controlled by or related to any of the
Shareholders.

6.17 Compliance with Laws. Neither Ventures nor any of the Shareholders have made any
Kickback or bribe to any person or entity, directly or indirectly, for referring, recommending or
arranging business with, to or for Ventures. Neither WARN nor any similar state law applies to such
transactions, and such transactions comply with applicable state antjtrust and similar laws. Ventures
is in compliance (without obtaining waivers, variances or extensions) with all federal, state and local
laws, rules and regulations that relate to the operations of the Business, except where the failure to be
in compliance would not have a material adverse effect on the Business. All tax and other returns,
reports, plans and filings of any mature required to be or otherwise filed by Ventures or any of the
Shareholders with any governmental authorities have been properly completed, except where the failure
to be so completed or filed could not have a material adverse effect on the Business, and timely filed
in compliance with all applicable requirements. Each return, report, plan and filing contains no
materially untrue or misleading statements and does not omit anything which would cause it to be
misleading or inaccurate in any material respect.

6.18 WARN Act. Since ninety (90) days prior to Effective Date, Ventures has . not
temporarily or permanently closed or shut down any single site of employiment or any facility or any
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dperating unit, department or service within a single site of employment, as such terms are used in
WARN. '

6.19 Tax Returns; Taxes. Ventures and each of Shareholders have filed all federal, state and
local tax returns and tax reports required by such authorities to be filed as of the time of Closing.
Ventures and each of the Shareholders, as applicable, have paid all taxes, assessments, governmental
charges, penalties, interest and fines due as of the time of Closing (including, without limitation, taxes
on properties, income, franchises, licenses, sales and payrolls) by any governmental authority.
Additionally, the reserves for taxes, if any, shown in the Final Closing Statement are and will be
adequate to accurately reflect all tax liabilities accrued or owing as of the Closing. Except as set forth
on Exhibit 6.19, there is no pending tax examination or audit of, nor any action, suit, investigation or
claim asserted or, to the kmowledge of Ventures and each of the Shareholders, threatened against
Ventures or any of the Shareholders by any governmental authority; and neither Ventures nor any of
the Shareholders has been granted any extension of the limitation period applicable to any tax claims.

6.20 No Omissions or Misstatements. No representation or warranty or statement contained
in this Agreement or any certificate furnished in connection with this Agreement contains any untroe
statement of a material fact or omits to state any material fact necessary in order to make any of the
statements herein or therein not misleading in light of the circumstances in which they were made. _

6.21 Accredited Investor. Each of the Shareholders hereby represents and warrants to the
Parent and Merger Subsidiary that he is an "Accredited Investor” as such term is defined in Rule 501(a)
of Regulation D promulgated under the Securities Act of 1933. Each such Shareholder represents that
he has the requisite experience, knowledge and sophistication necessary to evaluate and make an
informed decision about the investment being made by such Shareholder in the Merger by virtue of the
receipt of the Parent Common Stock. Each Shareholder acknowledges he has been given the
opportunity to have complete access to all records of the Parent, as well as its properties and executive
employees. In addition to the information and disciosures of the SEC Reports (as defined in Section
7.3), each Shareholder acknowledges that be has had the opportunity to ask questions and receive
answers from executive employees of the Parent about the Parent, its business and his investment in the
Parent Common Stock.

6.22 Purchase for Investment; Restrictions on Transfer. Each of the Shareholders
acknowledges that he is acquiring the Parent Common Stock for his own account and not with a view
to or present intention of distribution thereof in violation of the Securities Act of 1933, as amended, or
any state securities or blue sky laws. The Parent Common Stock will not be disposed of in
contravention of any such laws. Each of the Shareholders also acknowledges that, although there exists
a public market for registered shares of the Parent Common Stock, the Parent Common Stock being
received by such Shareholders as Merger Consideration has not been registered under any securities
Jaws and, therefore, cannot be sold and must be held indefinitely, unless subsequently registered under
applicable securities laws or unless an exemption from such registration is available. The Shareholders
acknowledge and agree that certificates representing the Parent Common Stock issued as Merger
Consideration will contain a legend substantially similar to the following: -
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The securities represented by this certificate have not been registered under the Securities -
Act of 1933, as amended, or any state securities laws. The securities have been acquired

without a view to distribution and may not be offered, sold, transferred, pledged or
hypothecated, whether or not for consideration, in the absence of registration under the

Securities Act of 1933, as amended, and applicable state securities laws or written

opinion of counsel reasonably satisfactory to Children's Comprehensive Services, Inc.

that registration is not required.

ARTICLE VII. o -
REPRESENTATIONS AND WARRANTIES OF .
MERGER SUBSIDIARY AND PARENT

As an inducement to Shareholders and Ventures to enter into this Agreement and to consummate
the transactions contemplated hereunder, Merger Subsidiary and Parent hereby represent and warrant
to Shareholders and Ventures, which representations and warranties will be true and correct on the date
of Closing, as follows: _

7.1 Organization. Qualification and Authority. Merger Subsidiary and Parent are

corporations duly organized, validly existing and in good standing under the laws of the State of
Tennessee. Merger Subsidiary has the full corporate power and authority to own, lease and operate its
properties and assets as presently owned, leased and operated and to carry on its business as it is now
being conducted. Merger Subsidiary and Parent have the full right, power and authority to execute,
deliver and carry out the terms of this Agreement and all documents and agreements necessary to give
effect to the provisions of this Agreement and 1o consummate the Merger and other transactions
contemplated on the part of Merger Subsidiary and Parent hereunder. The execution, delivery and
consunymation of this Agreement and all other agreements and documents executed in connection
herewith by Merger Subsidiary and Parent have been duly authorized by all necessary corporate action
on the part of Merger Subsidiary and Parent. No other action on the part of Merger Subsidiary or
Parent or any other person or entity is necessary to authorize the execution, delivery and consummation
of this Agreement and all other agreements and documents executed in connection herewith. This
Agreement, and all other agreements and documents executed in connection herewith by Merger
Subsidiary and Parent, upon due execution and delivery thereof, will constitute the valid and binding
obligations of Merger Subsidiary and Parent, enforceable in accordance with their respective terms,
except as enforcement may be limited by bankruptcy, insolvency, reorganization or similar laws
affecting creditors' rights generally and by general principles of equity.

7.2 Absencg of Default. The execution, delivery and consummation of this Agreement and
all other agreements and documents executed in connection herewith by Merger Subsidiary and Parent
will not constitute a violation of, be in conflict with, or, with or without the giving of notice or the
passage of time, or both, result in a breach of, constitute a default under, or cause the acceleration of
the maturity of, any debt, indenture, obligation or liability affecting Merger Subsidiary or Parent or
result in the creation or imposition of any security interest, lien, charge or other encumbrance upon any
of the Assets (except in the ordinary course pursuant to the credit agreement, if any, of the Parent)
under: (a) any term or provision of the Charter or Bylaws of Merger Subsidiary or Parent; (b) any
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contract, lease, agreement, indenture, mortgage, pledge, assignment, permit, license, approval or other .
commitment to which Merger Subsidiary or Parent is a party or by which Merger Subsidiary or Parent
is bound; (c) any judgment, decree, order, regulation or rule of any court or regulatory authority, or
(d) any law, statute, rule, regulation, order, writ, injunction, judgment or decree of any court or
governmental authority or arbitration tribunal to which Merger Subsidiary or Parent is subject.

7.3  SEC Reports. The Merger Subsidiary has furnished to the Shareholders true and
complete copies of Parent's Annual Report on Form 10-K for the fiscal year ended December 31, 1996,
its Quarterly Reports on Form 10-Q for each of the fiscal quarters ended March 31, 1997, June 30,
1997 and September 30, 1997 and its proxy materials for the most recently held annual meeting of
shareholders (collectively, the "SEC Reports") as such reports were filed with the Securities and
Exchange Commission. The SEC Reports, at the time they were filed, did not contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary in
order to make the statements therein, in light of the circumstances under which they were made, not
misleading, and since then, Parent and its affiliates have not suffered any material adverse change in
their business.

7.4  Shares to be Issped. The Shares of Parent Common Stock to be issued and delivered
pursuant to this Agreement will be duly and validly issued, fully paid and non-assessable.

7.5 italizati f r idiarv; Continuati f Ventur iness. Prior to
the transaction, Parent will be in control of Merger Subsidiary within the meaning of Section 368(¢c)(1).
of the Code. Following the transaction, Merger Subsidiary will not issue additional shares of its stock
that would resuit in Parent losing control of Merger Subsidiary within the meaning of Section 368(c)(L)
of the Code. Parent bas no plan or intention to reacquire any of its stock issued in the transaction.
Parent has po plan or intention to liquidate Merger Subsidiary; to merge Merger Subsidiary with and
into another corporation; to sell or otherwise dispose of the stock of Merger Subsidiary; or to cause
Merger Subsidiary to sell or otherwise dispose of any of the assets of Ventures acquired in the
transaction, except for dispositions made in the ordinary course of business or transfers described in
Section 368(2)(2)(C) of the Code. Following the transaction, Merger Subsidiary will continue the
historic business of Ventures or use a significant portion of Ventures' business assets in the business.

7.6  Securities Law Compliance. For a period of at least two (2) years after Closing, Parent
will timely file periodic reports and other documents required under the Securities Act of 1933 and the
Securities Exchange Act of 1934 so that the Shareholders will have access to public information about
the Parent to comply with informational requirements relating to sale of the Parent Common Stock
received in the Merger under Rule 144 promulgated under the Securities Act of 1933.
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ARTICLE VIII.
COVENANTS OF PARTIES

8.1 Certificate of Incorporation and Bylaws of Ventures; Capitalization. From the date
of this Agreement until Closing, the Certificate of Incorporation and Bylaws of Ventures shall not be
changed. Ventures shall not change its authorized or issued capital stock, declare or pay any dividend,
or issue, encumber, purchase, or otherwise acquire, any of its capital stock.

8.2  Approval by Shareholders. Ventures will submit this Agreement for approval by its
shareholders with a favorable recommendation by its board of directors and will use its best efforts to
obtain requisite shareholder approval.

8.3  Preservation of Business and Assets. From the date of this Agreement until Closing,
Ventures and each of the Shareholders will use their best efforts and will do or cause to be done all such
acts and things as may be reasonably necessary to preserve, protect and maintain intact the operation
of the Business and Assets as a going concern consistent with prior practice and not other than in the
ordinary course of business, to preserve, protect and maintain for Merger Subsidiary the goodwill of
the suppliers, employees, clientele and others having business relations with Ventures or the Business.
Ventures will use its reasonable commercial efforts to retain its employees in their current positions up
to Closing. Except as provided herein, until termination of this Agreement, neither Ventures nor any
of the Shareholders will sell, transfer or pledge, or negotiate the sale, transfer or pledge of, either any
of the Assets or Ventures Stock or other security of Ventures, nor merge or consolidate with any other
entity; neither Ventures nor any of the Shareholders will solicit any inquiries, proposals or offers
relating to any such transactions; and such parties will promptly notify Merger Subsidiary orally, and
confirm in writing, of all relevant details relating to inquiries, proposals or offers that any may receive
relating to amy such matters, Ventures will pay no dividend, and will make no distribution or
extraordinary payment to Shareholders or any third party or pay any intercompany payable and, other
than in the ordinary course of business, Ventures will not sell, discard or dispose of any of the Assets,
except as set forth in that certain agreement settling Ventures' obligation to Capital Investment Corp.
of Panama City, Florida, a copy of which is attached as Exhijbit 8.3. None of the Contracts will be
amended in any material respect, other than to obtain consents to the exchange of the Ventures Stock
contemplated in the Merger between the date hereof and Closing without the prior written consent of
Merger Subsidiary, and Ventures will not enter into any new material contract, commitment or other
transaction with respect to the Business or the Assets without the prior written consent of Merger
Subsidiary. From the Effective Date until Closing, Ventures will maintain and keep the Assets in a
well-maintained condition and in good order and repair.

8.4  Books and Records.
1) From the date hereof until the Closing, Ventures will maintain its books of
account in the usual, regular and ordinary manner on a basis consistent with prior years and will make

no change in its accounting methods or practices.

2) Subject to the terms of the Letter of Intent dated December 1, 1997 and the
confidentiality provisions in that certain letter dated August 4, 1997 from Al J. Smith to William
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Parsons, Ph.D. until Closing, Ventures and each of the Shareholders will give to Merger Subsidiary full
access to all of Ventures' offices, properties, books, contracts, commitments, records and affairs
relating to the Ventures Stock, Assets or the Business so that Merger Subsidiary or Parent may inspect
and audit them and will furnish to Merger Subsidiary a copy of all documents and information
concerning the properties and affairs of Ventures, the Business, the Ventures Stock or the Assets as
Merger Subsidiary may request. If any such books, records and materials are in the custody of third
parties, Ventures and each of the Shareholders will direct such third parties to promptly provide them
to Merger Subsidiary.

3) Following the Closing, Parent will permit Shareholders, during normal business
hours, to have reasonable access to, and examine and make copies of, all books and records of the
Business that relate to transactions or events occurring prior to the Closing. All out-of-pocket costs
associated with the delivery of the requested documents will be paid by Shareholders.

@) The Shareholders will use reasonable efforts to cause Ventures' accounting firm
to consent to the inclusion of the Financial Statements in any registration statements, private placement
memoranda, and periodic reports, if any, necessary or appropriate in order to enable Parent or its
affiliates to comply with any applicable registration or reporting requirements of federal or state
securities laws.

8.5 rv cy of Repr i nd Warranties. Shareholders and Ventures will
refrain from taking any action which would render any representation and warranty contained in this
Agreement untrue, inaccurate or misleading in any material respect as of Closing. Each Shareholder and
Ventures will promptly notify Merger Subsidiary of any lawsuit, claim, audit, investigation,
administrative action or other proceeding asserted or commenced against Ventures or its directors,
officers, or any of the Shareholders, that may involve or relate in any way to Ventures, the Assets, the
Ventures Stock, any of the Shareholders or the operation of the Business. Each Shareholder and
Ventures will promptly notify Merger Subsidiary of any facts or circumstances that come to his, her or
its attention and that cause, or through the passage of time may cause, any of Shareholders' or Ventures'
representations, warranties or covenants to be untrue or misleading in any material respect at any time
from the date hereof through Closing.

8.6  Broker's or Finder's Fee. None of Parent, Merger Subsidiary, Ventures or any
Shareholder has employed or is liable for the payment of any fée to any finder, broker, government
official or similar person in connection with the transactions contemplated under this Agreement.

3.7 Indebtedness; Liens. Other than in the ordinary course of business, from the date of
this Agreement through Closing, Ventures will not create, incur, assume, guarantee or otherwise
become liable or obligated with respect to any indebtedness for borrowed money, nor make any loan
or advance te, or any investment in, any person or entity, nor create any len, security interest,
mortgage, right or other encumbrance in any of the Assets, without Merger Subsidiary's prior written
approval. At Closing, the Assets will be free and clear of all mortgages, security interests, liens, leases,
covenanis, assessments, easements, options, rights of first refusal, restrictions, reservations, defects in
title, encroachments or other encumbrances, except for Permitted Encumbrances, and Shareholders will
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deliver to Merger Subsidiary such pay-off letters, releases, U.C.C. termination statements and other
documents as Merger Subsidiary may reasonably request to evidence the same.

8.8 Compliance with Laws and Regulatory Consents. From the date hereof through
Closing, (a) Ventures will comply with all applicable statutes, laws, ordinances and regulations, where
the failure to comply would likely have a material adverse effect upon Ventures, (b) Ventures will keep,
hold and maintain ail material Licenses necessary for the Business and operation of the Assets, (c) the
Shareholders and Ventures will use their reasonable efforts to obtain all consents, approvals, exemptions
and authorizations of third parties, whether governmental or private, necessary o consummate the
transactions contemplated by this Agreement, and (d) the Shareholders and Ventures and Merger
Subsidiary will make and cause to be made all filings and give and cause to be given all notices which
may be necessary on their parts, respectively, under all applicable laws and under their respective
contracts, agreements and commitments in order to consummate the transactions contemplated under
this Agreement.

89  Maintain Insurance Coverage. From the date hereof through Closing, Shareholders will
cause Ventures to maintain in full force and effect the existing insurance on the Assets and the
operations of the Business and will provide at Closing written evidence satisfactory to Merger
Subsidiary that such insurance continues to be in effect, that all premiums due have been paid, and that
Merger Subsidiary has been named additional insured since the Effective Date. Shareholders will cancel
Ventures’ worker’s compensation policy effective as of the date of Closing, and Merger Subsidiary will
obtain worker’s compensation for Ventures beginning as of the Closing.

ARTICLE IX.
VENTURES' AND SHAREHOLDERS' CONDITIONS TO CLOSE

The obligations of Ventures and Shareholders under this Agreement are subject to the satisfaction
on or prior to Closing, of the following conditions (which may be waived in writing by Ventures or
Shareholders, in whole or in part):

9.1 Represen and Warrantie e 2 ] EIE)

representations and warranties of Merger Subsidiary and Parent contained in this Agreement and in any
certificate or document delivered pursuant hereto will be deemed to have been made again at the Closing
and will then be true in all material respects. Merger Subsidiary and Parent will have performed and
complied with all covenants, agreements and conditions required by this Agreement to be performed

or complied with by it prior to or at Closing.

9.2 No_Action/Proceeding. No action or proceeding before a court or any other
governmental agency or body will have been instituted or threatened to restrain or prohibit the
transactions hereunder contemplated, and no governmental agency or body or other entity will have
taken any other action or made any request of Ventures, any of the Shareholders or Merger Subsidiary
as a result of which Ventures or the Shareholders reasonably and in good faith deem that to proceed with
the transactions hereunder may constitute a violation of law.
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9.3  QOrder Prohibiting Transaction. No order will have been entered in any action or

proceeding before any court or governmental agency, and no preliminary or permanent injunction by
any court will have been issued which would have the effect of (a) making the transactions contemplated
under this Agreement illegal, or (b) otherwise preventing consummation of such transactions. There will
have been no United States federal or state statute, rule or regulations enacted or promulgated after the
date of this Agreement that would reasonably, directly or mchrectly, result in any of the consequences
referred to in this Section 9.3. :

9.4 Opinion of Parent's Counsel. The Shareholders shall have received an opinion dated
as of the Closing from counsel for the Parent in form and substance satisfactory to the Shareholders and
their counsel covering those matters described in Section 12.4 as Shareholders may reasonably request.

ARTICLE X.
PARENT'S AND MERGER SUBSIDIARY'S CONDITIONS TO CLOSE

The obligations of Parent and Merger Subsidiary under this Agreement are subject to the
satisfaction, on or prior to Closing, of the following conditions (which may be waived in writing by
Parent and/or Merger Subsidiary, as applicable, in whole or in part):

representations and warranties of each of Shareholders and Ventures contamed in this Agreement
(including the Exhibits hereto) and in any certificate or document delivered pursuant hereto will be
deemed to have been made again at the Closing and will then be true in all material respects. Ventures
and each of the Shareholders will have performed and complied with all covenants, agreements and
conditions required by this Agreement to be performed or complied with by them prior to or at Closing.

10.2 No Action/Proceeding. No action or proceeding before a court or any other
governmental agency or body will have been instituted or threatened to restrain or prohibit the
transactions hereunder contemplated, and no governmental agency or body or other entity will have
taken any other action or made any request of Ventures, any of the Shareholders or Merger Subsidiary
as a result of which Merger Subsidiary reasonably and in good faith deems that to proceed with the
transactions hereunder may constitute a violation of law.

10.3  Due Diligence; Inspection of Assets: ¥7.C.C, Searches. etc. Merger Subsidiary and its
representatives will have had and continue to have reasonable rights of inspection of the Business in
connection with Merger Subsidiary's due diligence review as provided herein. Merger Subsidiary shall
have received all U.C.C. financing statement, local and central, and federal and state pending litigation,
tax lien and judgment searches, with respect to Ventures, including all "DBA's," tradenames and
fictitious names of Ventures, with the results disclosing no material liens except Permitted
Encumbrances and those that are released as of the Closing.

10.4 Absence of Adverse Change. The Merger Subsidiary shall have verified the absence
of the material adverse change in the Business and Assets of Ventures, and Ventures shall not have
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entered into any significant contracts or transactions prior to Closing without the prior written approval
of the Merger Subsidiary.

10.5 QOrder Prohibiting Transaction., No order will have been entered in any action or

proceeding before any court or governmental agency, and no preliminary or permanent injunction by
any court will have been issued which would have the effect of (a) making the transactions contemplated
under this Agreement illegal, or (b) otherwise preventing consummation of such transactions. There will
have been no federal or state statute, rule or regulations enacted or promulgated after the date of this
Agreement that would reasonably resuit, directly or indirectly, in any of the consequences referred to
in this Section 10.5.

10.6 Noncompetition Agreements. Each of the Shareholders will have entered into a

noncompetition agreement in the form attacbed hereto as Exhibit 10.6 in which each such Shareholder
shall agree not to compete with the Merger Subsidiary for a period of five (5) years from the date of
Closing.

10.7 Licenses and Permits. The Merger Subsidjary shall have obtained all necessary health
care or other licenses, permits and approvals, if any, necessary for the continued operation of the
Business of Ventures as operated prior to Closing or shall have otherwise procured assurances
acceptable to the Merger Subsidiary that such licenses and permits will be issued in due course
following Closing.

10.8 Consents. Prior to Closing, Shareholders shall have obtained the consents required to
conswmmate the Merger and the other transactions contemplated herein and involving the agreements
listed on Exhibit 6.11(1); provided, however, that the Parent and the Merger Subsidiary shall waive any
consent required for the transfer of Ventures' agreements with Bridgewater Center in Ft. Waiton,
Florida.

10.9 Opinion_of Veptures' Counsel. Parent and Merger Subsidiary shall have received a
favorable opinion, dated as of the Closing, of counsel for Ventures, in form and substance satisfactory

to Parent and its counsel, to the effect that:

ey All proceedings, other than the filing and recording of this Agreement (or a
Certificate of Merger) in the States of Florida and Tennessee, necessary to effectuate the merger of
Ventures into Merger Subsidiary have been duly taken by Ventures in accordance with law, and, upon
such filing and recording of this Agreement (or the Certificate of Merger), Ventures will be duly merged
with and into Merger Subsidiary;

) The shares of Common Stock of Ventures outstanding immediately prior to the
Closing of the Merger are validly authorized and issued and duly paid and non-assessable; and

3) Neither the execution and delivery of this Agreement, nor performance hereunder,
will conflict with, or result in a breach of the terms, conditions, or provisions of, or constitute a default
under, Ventures' Certificate of Incorporation or Bylaws or any agreement, instrument, judgment,
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decree, regulation or other restriction known to such counsel to which Ventures is a party or by which
it is bound.

ARTICLE XIJ.
OBLIGATIONS OF VENTURES AND SHAREHOLDERS AT CLOSING

At Closing, Ventures and the Shareholders will deliver or cause to be delivered to Merger
Subsidiary the following in form and substance reasonably satisfactory to Merger Subsidiary:

11.1  Documents Effecting Closing. The Shareholders will execute, acknowledge, deliver and
cause to be executed, acknowledged and delivered to Merger Subsidiary resignations of each member
of the Board of Directors and each officer of Ventures effective as of the Closing together with any and
all other documents, certificates or other instruments necessary or desirable to effect Closing.

11.2 Possession. Ventures will deliver to Merger Subsidiary full possession and control
Business and Assets.

11.3 Opinion of Counsel. The Shareholders will cause to be delivered to Merger Subsidiary
an opinion of counsel, dated as of Closing, in the form described in Section 10.9 hereof.

11.4 Corporate Good Standing and Corporate Resolution. Shareholders will deliver to

Merger Subsidiary certificates of good standing from the Secretary of State of Florida, and from each
jurisdiction in which Ventures is qualified to do business, certified copies of the Bylaws and Charter
of Ventures, and a certified copy of the resolutions of the Board of Directors and Shareholders of
Ventures authorizing the execution, delivery and consummation of this Agreement and the execution,
delivery and consummation of all other agreements and documents executed in connection herewith by
them, sufficient in form and content to meet the requirements of the law of the State of Florida relevant
to such transactions and certified by officers of Ventures to be validly adopted and in full force and
effect and unamended as of Closing. '

11.5 Closing Certificate. Ventures will deliver to Merger Subsidiary a certificate of an
officer of Ventures and of the Shareholders, dated as of Closing, certifying that (a) each covenant and
obligation of Ventures and the Shareholders has been complied with and (b) each representation and
warranty of Ventures and the Shareholders is true and correct in all material respects at the Closing as
if made on and as of the Closing.

11.6 Third Party Consents. The Shareholders will deliver to Merger Subsidiary by Closing
all consents, including those listed on Exhibit 6.11(1}, as provided in Section 10.8, estoppels, approvals,
releases, pay-off letters, U.C.C. termination statements and other filings, and authorizations of third
parties that are required for the legal and proper execution, delivery and consummation of this
Agreement, and the transactions contemplated hereunder, including but not limited to releases of all
mortgages, security interests, liens, pledges, restrictions or other encumbrances on or applicable to the
Stock or Assets.

171661 -5




11.7 Nencompetition Agreements. The Shareholders will deliver to Merger Subsidiary each
of the agreements described in Section 10.6. ) :

11.8 Preliminary Closing Statement. The Shareholders and Ventures will, along with

Merger Subsidiary, execute a Preliminary Closing Statement setting forth the Merger Consideration and
various adjustments thereto.

11.9 dditionally Requ cuments; Posi- ing Assistance. At the reasonable
request of Merger Subsidiary at Closing, and at any time or from time to time thereafter, Shareholders
will (a) cooperate with Merger Subsidiary to put Merger Subsidiary in actual possession and operating
control of the Business and Assets, (b) execute and deliver such further instruments of sale, conveyance,
transfer and assignment effectively to sell, convey, transfer and assign the same to Merger Subsidiary,
and (c) execute and deliver such further instruments and to cooperate with Merger Subsidiary as Merger
Subsidiary may reasonably request or to enable Merger Subsidiary and Ventures to obtain all necessary
regulatory certifications, approvals, consents and licenses, accreditation or permits.

ARTICLE X11.
OBLIGATIONS OF MERGER SUBSIDIARY AT CLOS]NG

At Closing, the Merger Subsidiary will deliver or cause to be delivered to Shareholders the
following in a form and substance reasonably satisfactory to Shareholders

12.1 Merger Consideration. The Merger Subsidiary will deliver to Shareholders the Merger
Consideration upon the terms specified in this Agreement.

12.2 rpor tandi nd ifi d Resolutions. The Merger Subsidiary
will deliver to Shareholders a certificate of existence from the Secretary of State of Tennessee, dated
the most recent practical date prior to Closing, together with a certified copy of the resolutions of the
Board of Directors of each of the Merger Subsidiary and Parent authorizing the execution, delivery and
consummation of this Agreement and the consummation of the transactions contemplated hereunder.

12.3 Closing Certificate. The Merger Subsidiary and Parent will deliver to Shareholders a
certificate of officers of each of the Merger Subsidiary and Parent, dated as of Closing, certifying that
(a) each covenant and obligation of Merger Subsidiary and Parent has been complied with, and (b) each
representation and warranty of Merger Subsidiary and Parent is true and correct at the Closing as if
made on and as of the Closing.

12.4 Opinion of Merger Subsidiary's Counsel. The Merger Subsidiary will deliver to

Shareholders an opinion of Harwell Howard Hyne Gabbert & Manner, P.C. dated the date of the
Closing to the effect that:

5 All proceedings, other than the filing and recording of the Agreement (or an _
appropriate Certificate of Merger) in the States of Tennessee and Florida necessary to effectuate the
Merger of Ventures into the Merger Subsidiary have been duly taken by Parent and Merger Subsidiary
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in accordance with applicable law and upon such filing and recording of said Agreement, Ventures will
be duly merged with and into Merger Subsidiary;

(2) The shares of Parent Common Stock that are to be issued and delivered to the
stockholders of Ventures upon consummation of the Merger are validly authorized and, when so issued,
will be validly issued, fully paid and non-assessable; and

3 Neither the execution and delivery of this Agreement nor performance hereunder
will conflict with or result in a breach of the terms, conditions or provisions of or constitute a default
under Articles of Incorporation or Bylaws of either the Parent or the Merger Subsidiary or any
judgment, decree, regulation or similar restriction of which such counsel has knowledge and to which
Parent or Merger Subsidiary is a party or by which either is bound.

ARTICLE XIII.
TERMINATION
13.1 Circumstances of Termination. This Agreement may be terminated as follows:

) By the mutual consent in writing of the boards of directors of Ventures and
Parent.

) By the board of directors of Ventures if any condition provided in Article IX
hereof has not been satisfied of waived on or before the Effective Date.

(3) By the board of directors of Parent if any condition provided in Asticle X hereof
has not been satisfied or waived on or before the Effective Date. -

@) By the board of directors of either Ventures or Parent if the Effective Date has
not occurred by January 31, 1998.

13.2 Effect of Termination. In the event of a termination of this Agreement pursuant to
Section 13.1 hereof, each party shall pay the costs and expenses incurred by it in connection with this
Agreement and no party (or any of its officers, directors and shareholders) shall be liable to any other
party for any costs, expenses, damage, or loss of anticipated profits hereunder.

ARTICLE XIV.
SURVIVAL OF PROVISIONS AND INDEMNIFICATION

14.1 Survival. The representations and warranties of Merger Subsidiary, Parent, Ventures and
each of the Shareholders contained in this Agreement, or in any certificate or document delivered
pursuant to this Agreement, will survive the date of Closing for a period of thirty-six (36) months. The
obligations of Shareholders, on the one hand, or Merger Subsidiary and Parent, on the other hand,
under this Article XIV will not begin until the indemnified party incurs one or more claims that equal,
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in the aggregate, Fifty Thousand and No/100 Dollars ($50,000.00) (the "Basket") in which case the
indemnified party shall be indemnified for all such claims. The parties acknowledge and agree that any
information discovered by Merger Subsidiary or Parent that is not otherwise disclosed herein or in
writing by Ventures or the Shareholders will provide no limitation on obligations of an indemnifying
party. All claims sought by any party hereunder shall be net of any insurance proceeds received by such
party with respect to such claim. Inno event shall the aggregate liability of each Shareholder exceed
one-kalf (15) the lesser of Purchase Price received by such Shareholder or the fair market value of the
Parent Common Stock received by him in the Merger valued at the average closing price of such stock
on the National Association of Securities Dealers' Automated Quotation System National Market Systenu -
for the twenty (20) trading days immediately preceding the date of satisfaction of a particular claim for
indemnification.

14.2 Indempification by Shareholders. Subject to the provisions of Section 14.1,
Shareholders will, jointly and severally, promptly indemnify, defend, and hold harmless Merger
Subsidiary and its directors, officers, stockholders, employees and agents against any and all losses,
costs, and expenses (including reasonable cost of investigation, court costs and legal fees actually
incurred) and other damages resulting from (i) any breach by Ventures or the Shareholders of any of
the covenants, obligations, representations or warranties of this Agreement or any certificate or
document of Ventures and/or Shareholders delivered pursuant to this Agreement, and (ii) any claim
(whether or not disclosed herein) that is brought or asserted by any third party(ies) against Merger
Subsidiary or Ventures arising out of the ownership, licensing, operation or conduct of the Business or
Assets or related to the Ventures Stock or the conduct of any of Ventures' employees, agents or
independent contractors, relating to all periods of time prior to the Closing, except to the extent
disclosed in the Final Closing Statement.

14.3 Indemnpification by Merger Subsidiary and Parept. Subject to the provisions of
Section 14.3, Merger Subsidiary and Parent will promptly indemnify, defend, and hold Shareholders
harmless against any and all losses, costs, and expenses (including reasonable cost of investigation,
court costs and legal fees) and other damages resuiting from () any breach by Merger Subsidiary and
Parent of any of its covenants, obligations, representations or warranties contained in this Agreement
or any certificate or document of Merger Subsidiary delivered pursuant to this Agreement and (ii) any
claim that is brought or asserted by any third party(ies) against Shareholders arising out of the
ownership, licensing, operation or conduct of the Business or the conduct of Ventures' employees,
agents or independent contractors, relating to periods of time subsequent to the Closing.

14.4 Rules Regarding Indemnification. The obligations and liabilities of each party that may
be subject to indemnification liability hereunder (such claims the "Indemnified Claims") (such party the

"Indemnifying Party") to the other party (the "Indemnified Party") will be subject to the following terms
and conditions:

(1) Claims by Non-Parties. The Indemnified Party will give written notice to the
Indemnifying Party, within such time as not to prejudice unduly the Indemnifying Party’s ability to
defend against the underlying claim, of any written claim by a third party which is likely to give rise
to a claim by the Indemnified Party against the Indemnifying Party based on the indemnity agreements
contained in this Article XIV, stating the nature of said claim and the amount thereof, to the extent
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known. The Indermnified Party will give notice to the Indemnifying Party that pursuant to the indemnity,
the Indemnified Party is asserting against the Indemnifying Party a claim with respect to a potential loss
from the third party claim, and such notice will constitute the assertion of a claim for indemnity by the
Indemmnified Party. If, within thirty (30) days after receiving such notice, the Indemnifying Party advises
the Indemnified Party that it will provide indemnification and assume the defense at its expense, then
s0 long as such defense is being conducted, the Indemmnified Party will not settle or admit liability with
respect to the claim and will afford to the Indemnifying Party and defending counsel reasonable
assistance in defending against the claim. If the Indemnifying Party assumes the defense, counsel will
be selected by such party and if the Indemnified Party then retains its own counsel, it will do so at its
own expense. If the Indemnified Party does not receive a written objection to the notice from the
Indemnifying Party within ten (10) days after the Indemnifying Party's receipt of such notice, the claim
for indemnity will be conclusively presumed to have been assented to and approved, and in such case
the Indemnified Party may control the defense of the matter or case and, at its sole discretion, settle or
admit liability. If within the aforesaid ten (10) day period the Indemnified Party will have received
written objection to a claim (which written objection will briefly describe the basis of the objection to
the claim or the amount thereof, all in good faith), then for a period of sixty (60) days after receipt of
such objection the parties will atternpt to settle the dispute as between the indemnified and indemnifying
parties. If they are unable to settle the dispute, the unresolved issue or issues will be settled by
arbitration in a location mutually acceptable to each party, in accordance with the rules and procedures
of the American Arbitration Association; and

2) Claims by a Party. The determination of a claim asserted by a party hereunder
(other than as set forth in subparagraph 14.4(1) above) pursuant to this Article XTIV will be made as
follows: The Indemnified Party will give written notice to the Indemnifying Party, within such. time as
not to prejudice unduly the Indemnifying Party’s ability to defend against the underlying claim, of any
claim by the Indemnified Party which has not been made pursuant to subparagraph (1) above, stating
the nature and basis of such claim and the amount thereof, to the extent known. The claim will be
deemed to have resulted in a determination in favor of the Indemnified Party and to have resulted in a
liability of the Indemmnifying Party in an amount equal to the arnount of such claim estimated pursuant
to this paragraph if within thirty (30) days after the Indemnifying Party's receipt of the claim the
Indemnified Party will not have received written objection to the claim. In such event, the claim will
be conclusively presumed to have been assented to and approved. If within the aforesaid thirty (30) day
period the Indemnified Party will have received written objection to a claim (which written objection
will briefly describe the basis of the objection to the claim or the amount thereof, all in good faith), then
for a period of sixty (60) days after receipt of such objection the parties will attempt to settle the
disputed claim as between the indemnified and indemnifying parties. If they are unable to settle the
disputed claim, the unresolved issue or issues will be settled by arbitration in a location mutually
acceptable to each party, in accordance with the rules and procedures of the American Arbitration
Association.

14.5 Exclusivity. Each of the parties to this Agreement acknowledges and agrees that its sole
and exclusive remedy subsequent to Closing with respect to any and all claims for all losses, costs, and
expenses covered by the indemnification provisions in Sections 14.2 and 14.3, as the case may be, shall
be pursuant to the indemnification provisions set forth in this Article XIV. Each of the parties also to
this Agreement also acknowledges and agrees that Parent may satisfy any claim against Shareholders
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by resort to shares of Parent Common Stock held in that certain Post Closing Escrow establish pursuant
to Section 2.4; provided, however, that Parent shall be free to pursue its indemnification rights against
Shareholders to the extent the escrow is exhausted. Subject to Section 14.1, in furtherance of the
foregoing, each of the Shareholders, Ventures, the Merger Subsidiary and Parent hereby waive, to the
fullest extent permitted under applicable law, any and all rights, claims and causes of actions it or any
of its respective subsidiaries or its affiliates may have against the other party or such other party's
subsidiaries or its affiliates, as the case may be, arising under or based upon any federal, state or local
statute, law, ordinance, rule, regulation or commor law or at equity but only to the extent they relate
to the matters described in the immediately proceeding sentence.

ARTICLE XV.
MISCELLANEOUS

15.1 Assignment. Following Closing, Merger Subsidiary may assign any or all of its
respective rights or delegate any or all of its respective obligations under this Agreement with the
express written consent of Shareholders, which consent shall not be unreasonably withheld. No
Sharebolder or Ventures may assign any rights or delegate any obligations under this Agreement without
the prior written consent of Merger Subsidiary, and any prohibited assignment or delegation will be null
and void. Subject to the foregoing, this Agreement will be binding upon and inure to the exclusive
benefit of the parties hereto and their respective heirs, legal representatives, successors and assigns.
This Agreement is not intended to nor will it, create any rights in any other party.

15.2  Other Expenses. Except as otherwise provided in this Agreement, Shareholders will
jointly and severally pay all of their and Ventures' expenses in connection with the negotiation,
execution, and implementation of the fransactions contemplated under this Agreement and Merger
Subsidiary will pay all of its expenses in connection with the negotiation, execution, and implementation
of the transactions contemplated under this Agreement. All sales and use taxes, recording fees and
transfer fees and taxes incurred in connection under the transactions contemplated within this Agreement
will be jointly and severally borne by Shareholders and paid at Closing.

15.3 Notices. All notices, requests, demands, waivers and other communications required or
permitted to be given under this Agreement will be in writing and will be deemed to have been duly
given: (a) if delivered personally or sent by facsimile, on the date received, (b) if delivered by overnight
courier, on the day after mailing, and (c) if mailed, five days after mailing with postage prepaid. Any
such notice will be sent as follows:

de; i i Ven
c/o Ventures Healthcare of Gainesville, Inc.
227 Harrison Avenue
Panama City, Florida 32401

Phone: (850) 784-3900 L
Fax: (850) 784-3902
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with a copy to:

David Waterman, Esq.

Shumaker, Loop & Kendrick, LLP
North Courthouse Square '
1000 Jackson Street

Toledo, Ohio 43624

Phone: (419) 241-9000

Fax: (419)241-6894

To Merger Subsidiary, Parent and. after Closing, to Venhires:

H. Neil Campbell

Children's Comprehensive Services, Inc.
3401 West End Avenue

Suite 500

Nashville, TN 37203

Phone: (615) 383-0376

Fax: (615) 269-7525

with a copy to:

Glen Allen Civitts, Esq. o

Harwell Howard Hyne Gabbert & Manner, P.C.
1800 First American Center

315 Deaderick Street

Nashville, Tennessee 37238-1800

Phone: (615) 256-0500

Fax: (615)251-1059

15.4  Confidentiality. Except for press releases issued by Merger Subsidiary or Parent in the
ordinary course following the execution of this Agreement, the content of which press releases shall be
agreed upon by Parent and Shareholders, all parties agree to maintain the confidentiality of the existence
of this Agreement and the transactions contemplated hereunder, unless disclosure is required by law.

15.5  Partial Invalidity: Waiver. The invalidity or unenforceability of any particular provision
of this Agreement will not affect the other provisions hereof, and this Agreement will be construed in

all respects as if such invalid or unenforceable provisions were omitted. Further, there will be
automatically substituted for such invalid or unenforceable provision a provision as similar as possible
which is valid and enforceable. Neither the failure nor any delay on the part of any party hereto in
exercising any rights, power or remedy hereunder will operate as a wajver thereof, or of any other
right, power or remedy; nor will any single or partial exercise of any right, power or remedy preclude
any further or other exercise thereof, or the exercise of any other right, power or remedy. No waiver
of any of the provisions of this Agreement will be valid, unless it is in writing and signed by the party
against which it is sought to be enforced.
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15.6 Interpretation. All pronouns and any variation thereof will be deemed to refer to the
masculine, feminine, neufer, singular or plural as the identity of the person or entity, or the context,
may require. Further, it is acknowledged by the parties that this Agreement has undergone several drafts
with the negotiated suggestions of both; and, therefore, no presumptions will arise favoring either party
by virtue of the authorship of any of its provisions or the changes made through revisions. Any table
of contents and paragraph headings in this Agreement are for convenience of reference only and will
not be considered or referred to in resolving questions of interpretation.

15.7 Entire Agreement; Counterparts. This Agreement, including the Exhibits and any other
attachments hereto, constitutes the entire agreement between the parties hereto with regard to the matters
contained herein and it is understood and agreed that all previous undertakings, negotiations, letter of
intent and agreements between the parties are merged herein. This Agreement may not be modified
orally, but only by an agreement in writing signed by Merger Subsidiary, Ventures and the
Shareholders. This Agreement may be executed simultaneously in two or more counterparts each of
which will be deemed an original and all of which together will constitute but one and the same
instrument.

15.8 Further Assurance of Shareholders after Closing. Subsequent to the Closing,
Shareholders will, from time to time, at Merger Subsidiary's reasonable request, execute and deliver
such other instruments of conveyance and transfer, and take such other action as Merger Subsidiary may
reasonably request, in order to sell, transfer, assign and deliver and vest in Merger Subsidiary the
benefits of, title to and possession of the Stock and Assets.

15.9 Legal Fees and Costs. In the event any party hereto incurs legal expenses to enforce or
interpret any provision of this Agreement, the prevailing party will be entitled to recover such legal
expenses, including, without limitation, attorney's fees, costs and disbursements, in addition to any
other relief to which such party will be entitled.

15.10 Controlling Law. This Agreement will be construed, interpreted and enforced in
accordance with the substantive laws of the State of Tennessee, without giving effect to its conflicts of
laws provisions.

15.11 Parent Guaraniee. Parent agrees that it is executing this Agreement to guarantee the
obligation of Merger Subsidiary to pay the Merger Consideration on the terms and conditions provided
herein and to guarantee the indemnification obligations of the Merger Subsidiary as set forth in Section
14.3 of this Agreement. Parent waives any right to require Shareholders to proceed against Merger
Subsidiary or pursue any other right or remedy available to the Shareholders. Parent consents and
agrees that the Shareholders, without prejudice to any claim they may have against Parent, may extend
or change any of the obligations hereby guaranteed and settle or compromise any obligation hereby
guaranteed. Parent hereby waives all suretyship or other similar defenses.

[Remainder of this page intentionally lefi blank.]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first
above written.

"VENTURES":

VENTURES HEALTHCARE OF
GAINESVILLE, INC.

By: { &’Z ’Lﬁ;’ C"-’*"‘U‘VL/——“ 7 7
Title: /LQW( 7 .

"SHAREHOLDERS":

Lol M_ o

William A. Parsond, Jr., Ph.D.

M,M -

"MERGER SUBSIDIARY":

CHILDREN'S COMPREHENSIVE SERVICES OF

/ By: -
P 7
Title: | P a7

"PARENT":
CHILDREN'S COMPREHENSIVE SERVICES, INC.
By: / ,.// %

Title: Hote i
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15.6 Interpretation. All pronouns and any variation thereof will be deemed to refer to the
masculine, feminine, neuter, singular or plural as the identity of the person or entity, or the context,
may require. Further, it is acknowledged by the parties that this Agreement has undergone several drafts
with the negotiated suggestions of both; and, therefore, no presumptions will arise favoring either party
by virtue of the authorship of any of its provisions or the changes made through revisions. Any table
of contents and paragraph headings in this Agreement are for convenience of reference only and will
not be considered or referred to in resolving questions of interpretation.

15.7 Entire Agreement; Counterparts. This Agreement, including the Exhibits and any other
attachments hereto, constitutes the entire agreement between the parties bereto with regard to the matters
contained herein and it is understood and agreed that all previous undertakings, negotiations, letter of
intent and agreements between the parties are merged herein. This Agreement may not be modified
orally, but only by an agreement in writing signed by Merger Subsidiary, Ventures and the
Shareholders. This Agreement may be executed simultaneously in two Or more counterparts each of
which will be deemed an original and all of which together will constitute but one and the same
instrument.

15.8 Further Assurance of Sharcholders after Closing. Subsequent to the Closing,
Shareholders will, from time to time, at Merger Subsidiary’s reasonable request, execute and deliver
such other instruments of conveyance and transfer, and take such other action as Merger Subsidiary may
reasonably request, in order to sell, transfer, assign and deliver and vest in Merger Subsidiary the
benefits of, title to and possession of the Stock and Assets. :

15.9 Legal Fees and Costs. In the event any party hereto incurs legal expenses to enforce or
interpret any provision of this Agreement, the prevailing party will be entitled to recover such legal
expenses, including, without limitation, attorney's fees, costs and disbursements, in addition to any
other relief to which such party will be entitled.

15.10 Controlling Law. This Agreement will be construed, interpreted and enforced in
accordance with the substantive laws of the State of Tennessee, without giving effect to its conflicts of
laws provisions.

15.11 Parent Guarantee. Parent agrees that it is executing this Agreement to guarantee the
obligation of Merger Subsidiary to pay the Merger Consideration on the terms and conditions provided
herein and to guarantee the indemnification obligations of the Merger Subsidiary as set forth in Section
14.3 of this Agreement. Parent waives any right to require Shareholders to proceed against Merger
Subsidiary or pursue any other right or remedy available to the Shareholders. Parent consents and
agrees that the Shareholders, without prejudice to any claim they may have against Parent, may extend
or change any of the obligations hereby guaranteed and settle or compromise any obligation hereby
guaranteed. Parent hereby waives ail suretyship or other similar defenses.

[Remainder of this page intentionally left blank.]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first
above written.

"VENTURES":

VENTURES HEALTHCARE OF
GAINESVILLE, INC.

/AT A
Title: ,//LQW/(,_’?L

"SHAREHOLDERS":

(/z/,céé 757/

William A. Parsorls Jr Ph.D.

\L,ML/

"MERGER SUBSIDIARY":

CHILDREN'S COMPREHENSIVE SERVICES OF

Title:

"PARENT":

CHILDREN'S COMPREHENSIVE SERVICES, INC.
P S

Title: "““’é" / /Z‘-«d—#
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EXHIBITS

DATED AS OF JANUARY 15,1998

Attached are the Exhibits referred to in the Agreement and Plan of Merger
Agreement (the "Agreement"), of even date herewith, among Ventures Healthcare of Gainesville,
Inc., William A. Parsons, Jr., PhD., Dale McNeese and John W. Darrah, Children’s Comprehensive
Services of Gainesville, Inc., and Children’s Comprehensive Services, Inc. Any item disclosed on
any Exhibit in response to a specific Section of the Agreement shall also be deemed to have been
disclosed for purposes of all other Exhibits where disclosure of such item would be pertinent.



Exhibit A

Description of the Business

Ventures owns and operates a business providing consultation and management
services to behavioral health care providers who operate partial psychiatric programs.

Since its formation in 1993, Ventures has expanded throughout the State of
Florida. The Company manages seven partial hospitalization programs and a psychiatric
inpatient unit of a 352-bed medical surgical hospital. With operations in Orlando, Ocala,
Inverness, Ft. Walton Beach and Panama City, Florida and West Memphis and Forrest City,
Arkansas, the company has commitments for additional programs in both these states as well as
in the state of Tennessee. Management services are extended to private and not-for-profit

organizations.
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Exhibit 1.2(1)
List and Description of Owned or Leased Real Estate

Ventures leases office space, receives secretarial support, telephone services and
purchases office supplies from J.D. Investments, Inc., a Florida corporation (“JDI”). JDI is
wholly-owned by John W. Darrah. All of these services are provided to Ventures at below
market rates. Upon completion of the merger, JDI will charge Ventures market value for all of
these services, including, without limitation, the provision of office space.
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Exhibit 1.2(2)

Equipment and Fumnishings

1 - Merlin Phone System acquired 9/27/94
2 - Computers acquired 9/15/93

1 - Power book computer

1 - Printer acquired 9/30/94

1 - Power book computer acquired 4/19/96
Furniture and Fixtures acquired 2/1/94
Furniture and Fixtures acquired 3/1/94

1 - Ultra light phone acquired 5/1/96

1 - computer power book acquired 10/1/96

2 - copiers

The above list represents assets as of 12/31/96.
There have been no material changes since 12/31/96.
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Exhibit 1.2(5)

Banks Accounts and Related Information

Checking Account

Sunirust Bank

638 Harrison Avenue

Panama City, FL. 32401 .

Acct. Name: Ventures Hezlthcare of Gainesville, Inc.

Acct. No.: 0464 000182842

Authorized Signatures: William A. Parsons, John W. Darrah, S. Dale McNeese. The

account requires only one signature.
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Exhibit 1.2(5)

Contract Rights; including Consultation Service Agreements
and Management Services Agreement

1. Management Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Marion-Citrus Mental Health Centers, Inc. covering Marion-Citrus Mental Health
Center in Crystal River, dated QOctober 2, 1997.

2. Management Services Agreemerit between Ventures Healthcare of Gainesville,
Inc. and Marion-Citrus Mental Health Centers, Inc. covering Marion-Citrus Mental Health
Center in Qcala, dated May 28, 1996.

3. Management Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Marion-Citrus Mental Health Centers, Inc. covering Marion-Citrus Mental Health
Center in Inverness, dated July 1, 1996.

4. Management Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Lakeside Alternatives, dated November 1, 1996.

5. Consultation Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Bridgeway Center, Inc., dated July 1, 1997.

6. ~  Consultation Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Behavioral Health Services Inc. of Arkansas covering Behav1oral Health Services in
West Memphis, Arkansas dated January 29, 1997.

7. Consultation Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Behavioral Health Services of Arkansas covering Behavioral Health Services at Forrest
City, Arkansas, dated September 1, 1997.

8. Consultation Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Compass Intervention Center LL.C, dated November 1, 1997.

9. Termination Agreement between Ventures Healthcare of Gainesville, Inc. and
Capital Investment Corp., effective November 30, 1997

10. Client Service Agreement between J.D. Investments, Inc. and Landrum Staff
Leasing Inc. d/b/a AmStaff, dated January 27, 1994. :

11. Personal Property Lease between Ventures Healthcare of Gainesville, Inc. and
American Business Credit Corporation dated May 11, 1995. '

12. Oral Lease Agreement between Ventures Healthcare of Gainesville, Inc. and J.D.
Investments, Inc., a Florida corporation.
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Exhibit 3.2

Form of Preliminary Closing Statement

See attached.
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Exhibit 6.1

States of Foreign Qualification

Arkansas.
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Exhibit 6.2

Agreements Restricting Transferability of Shares

None.
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Exhibit 6.3

Investments

None.
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Exhibit 6.5(1)

Financial Statements; Contingent Liabilities

See attached.
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- . Ventures Healthcare of Gainesville

- Balance Sheet
December 31, 1697
Print Date January 6, 1958
ASSETS
Current Asscis
Checking-Sun Bank 47.273.21
Due fram MCMHC Ocala 20,674.00
Due fram MCMHC Inveraess 16,539.00
Due from Lakeside - Orlando 19,040.00
Due fram Bridgeway- FtWalton 4,500.00
Due from BMC - Admin Fes 7,600.00
Dus To/From BHS- WMemphis 14,616.00
Due To/From BHS- FCity 27,144.00
Due from BMC ~Therapisis 6,400.00
Prepaid Expenses 6,109.34
Total Current Assets 169,295.55
Property and Equipment
- F&F Ganesville 2,000.60
F&F Ganesville-Gerl 1,583.41
Computers & Equipment 16,967.37
Accum Depr - Furn & Fixtures <2.016.33>
Accum Depr - Comp & Equipment <5,914.02>
Total Property and Equipment 12,620.43
Other Assets
Crgenization Costs 37,279.89
Organization Costs-Ocala 967.00
Accum Amort - Organiz Cosls <25,336.77>
Deposits 548.00
Total Cther Assets ‘ 13,458.12
Total Assats g 195374.10
LIABILITIES AND CAPITAL
Current Linbilities
Accounts Payable $ 71,256.17
Estimate of Expenses for Des. 66,579.34
Estimate of Payments Dec. . <71,706.17>
N/P CIC 90 days 30,000.00
Accrued Expenses 20,000.00 ‘
Total Current Liabilities 116,525 54
Long-Term Liabilities
Total Long-Term Liabilities 0.00
Total Liabilities 116,529.34 7
Capital
Comman Stock 225.00
Beginning Equity 63,581.24
Beg Equity-fix 93 2,500.70
Centributed Cap. - JD 39,485.08

Unaudited - For Manzgement Purposes Only
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. : Ventures Healthcare of Gainesvilie
’ Balance Sheet
December 31, 1997

Print Date January 6, 1998

Stockholder Draws - JD <30,750.00>
Contribued Capital- BP 4884208
Stockholder Draws - BP «<30,750.00>
. Contributed Capital- DM 24.086.32
- Stockholder Draws - DM <30,750.06>
Offset error N/beg.cquity 1,027.75
FPA Discount Factor Recourse <289,00732>
Net lacome 279,953.91
Total Capital 78,844.76
Total Lisbilitics & Capital . $ 195,374.10

Unaudited - For Management Purposes Only
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Ventures Healtheare of Gainesville
Income Statement
For the Twelve Months Undiag December 31, 1997

Print Datc Janusry 12, 1958
Current Manth Yearto Date
Revenues
Gross Fees-Inverness 16,539.00 17.03 545,331.00 4543
e Contract Red -Inverness 0.00 0.00 <345,788.23> <28.81>
. Gross Fees-Orlando 19,040.00 19.61 655,804.00 54.64
Contract Red. - Orlando 0.00 0.00 <425311.16> <35.43>
Gross Feas-Whemphis 7.308.00 7.53 484,514.00 40.37
Caontract Red. - WMemphis 0.00 0.00 «409,502.00> <34.12>
Gross Feas-F.City 7.308.00 7.53 144,108.00 12.01
Contract Red - F.City 0.00 0.00 <116,964.00>  <9.74>
Gross Fees-Ocala 20,674.00 2129 616,450.00 51.36
Cantract Red-Ocala 0.Q00 0.00 _ £365,920.71> <30.45>
Gross Fees - BMC 15,243.87 15.70 183,170.31 15.26
Other Income - BMC 6,400.00 6.59 78,643.69 6.55
Gross Fees - FtWal 4,500.00 4.63 412,000.00 34.33
Cantract Red - FtWal 0.00 Q.00 <256,301.48> <21.35>
Otker Income - Bridgeway FWB 0.00 0.00 9,000.00 0.75
Other Income 100.20 0.10 816.48 0.07
Bad Debt Expense 0.00 Q.00 <9,803.00> <082>
Total Reventes 97.113.07  100.00 1,200,286.90  100.00
Cost of Sales
Factar Fee-General All 0.00 0.0 12,500.00 1.04
Factor Fee-Ocala 0.00 0.60 10,643.95 0.89
Factor Fee-Inverness ’ 0.00 0.00 8,330.59 0.69
Factor Fee-FWB 0.00 0.00 6,526.85 0.54
Factor Fee-Crlando 0.00 0.00 10,474.45 0.87
Gardner Salary/Ben-Inverness . 0.00 0.00 28.877.84 2.41
Clifford Salary/Ben-Ioverness 0.00 0.00 10,968.95 Q.91
Clifford travel &Exp-Inverness 0.00 0.00 193.76 0.02
Telephone - Inverness 0.00, 0.00 289.28 0.02
Mitg. fAdv- Inverness 0.00 0.00 1,653.64 0.14
Travel&Exp- Inverness 0.00 0.00 3,308.98 0.28
Meeting& Seminar-Inverness 0.00 0.00 557.80 0.05
Collection Fee-DBS-Inverness 0.00 0.00 14,469.57 1.21
Post-Salary/Benefit-Orlando 0.00 0.00 50,655.19 422
Post-Maving Exp.-Orlando 0.00 0.00 3,072.00 0.26
Dr. Cutler-Orlando | o 0.00 0.00 20,000.00 1.67
Telephone-Orlando Q.00 0.00 - 1,236.13 0.10
Mitg.fAdv.-Orlando 0.00 0.00 5184 0.00
Travel & Exp.-Orlando 0.00 0.00 6,364.80 0.53
Meetings & Seminars-Orlando 0.00 0.00 675.00 0.06
Charitable - Orlando 0.00 0.00 1,500.00 0.12
Travel & Exp.-W.Memphis 0.00 .00 8,22391 0.69
Mitg.&Adv.-W.Memphis 0.00 0.00 892.88 0.07
Legal Fees-W.Memphis 0.00 0.00 2,318.71 0.19
Other-W.Memphis .00 .00 86.56 0.01
Mktg. & Adv.-Helena 0.00 0.00 63.60 0.01
Travel & Exp.-Forest City 0.00 0.00 1,453.29 0.12
I\.ﬂctg.&.Afiv.-Fprcst Ci.ty 0.00 0.00 135.30 001
R&M-Gainesville-Geri 0.00 .00 25.00 0.00
Cardner Salary/Ben-Ocala 0.00 Q.00 28,877.87 2.41
Clifford Salary/Ben-Ocala 0.00 0.00 10,968.95 0.91
Clifford travel&zexp.-Ocala 0.00 0.00 1.564.81 0.13
Telephone -Ocala 0.00 0.00 1,930.64 0.16
Ocala-Markting/Adv 0.00 Q.00 3,241.36 0.27
Travel &Exg.-Ocala 0.00 0.00 222080 0.19

For Management Purposes Only
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Ventures Healtheare of Gaincsville
Income Slatcment
For the Twelve Months Ilnding December 31, 1997

int Date January 12, 1998
Pomcrall)a-Meetiugsféaninars 0.00 0.00 557.79 0.05
Collection Fees -DBS-Ocala 0.00 0.00 22,364.33 1.86
Keliy David - Fees 0.00 0.00 30,555.00 2.55
- Melissa Baxter - Fess 0.00 .00 7,956.04 0.66
; Barry Benefield - Fecs 000 000 24,573.95 2.05
Belcher Salary/BenefitBMC 0.00 0.00 54,444.90 4.54
ProfFess-Debra Shade-BMC 0.00 0.00 2,611.20 022
‘Therapist Fees -BMC 0.00 0.00 2,410.76 0.20
Telephone -BMC 0.00 0.00 269.99 0.02
Other Operat-BMC 000 0.00 281.46 0.02
Travel -BMC 0.00 0.00 1,797.47 0.15
Meetings/Seminars-BMC 0.00 0.00 356.50 0.03
Thompson Salary/BenefitFtWal 0.00. 0.00 19,565.03 1.63
Lopes Salary/Ben.-FtWal 0.00 0.00 13,273.37 1.11
Prafessional fees-Gajo-FtWal 0.00 0.00 15,600.00 1.25
Cost Report Prep 0.00 .00 3,250.00 0.27
EgRent-FtWal 0.00 0.00 3,333.55 0.28
Telephone -FiWwal 0.00 0.00 1,481.82 0.12
Other Operat-FtWal 0.00 0.00 216.26 0.02
Travel -FtWal 0.00 0.00 1,765.66 0.15
Ft. Walton Office Supplies , 0.00 0.00 794.41 0.07
Collection Fees-DBS-FtWal 0.00 0.00 14,215.10 1.18
Estimate Operating Expense De¢ 30,130.00 31.03 30,130.00 251
PC Storage 0.00 Q.00 638.44 0.05
Total Cost of Sales 30,130.00 31.03 506,202.33 42.17
Gross Profit 66,983.07 68.97 694,084.57 57.83
Expenses
Parsons Salary 0.00 0.00 87,681.55 731
Parsons Car o 0.00 0.00 6,169.61 0.51
Interast Expense BP Car 0.00 0.00 340.02 0.03
JD Time 0.00 0.00 21,527.00 1.7%
JDM Fees 0.00 0.00 52,470.00 4.37
LC Time 0.00 0.00 7,560.04 0.63
PC-Marketing/Advertising 0.00 0.00 2,098.47 0.17
PC - Miscellaneous Exp. 6.00 0.00 802.99 0.67
Praf Fees-Thampson-PC 0.00 0.00 48,182.6% o
— . . PC-ProfFees-Tax/Consult 0.00 0.00 75671 i
PC-consult-Prov. Reimb ST 000777 T000— vt BRIt : e w
Prof Fees - Medicaid Cressover 0.00 0.00 LISGLL
PC-Prof Fees-Legal 0.60 0.00 867
Bookkeeping all locations 0.00 0.00 2,500
PC - Travel Expenses 0.00 0.00 -
PC- Meetings/Seminars 0.00 0.00
PC Postage,Copy,FedEx 0.00 0.00 .
PC Office Supplies 0.00 0.00 e .
PC Office Other 0.00 0.00 $99.63 G
PC—Tax & filing fees 0.00 0.00 1,521.92 0.13
PC Utilities 0.00 0.00 1,200.00 0.10
PC Telephone 0.00 0.00 11,176.39 0.93
PC-Insurance 763.66 0.79 9,840.19 0.82
Key ManlLife-Insurance 0.00 0.00 1,482.92 0.12
PC-Food/Supplies 0.00 0.00 1,544.20 0.13
Duss & Subscriptions PC 0.00 0.00 2,092.48 0.17
Write-of cld deposits 0.00 0.00 4,924.87 041
Merger Expense- Travel 0.00 0.00 264.53 0.02.
Merger Expease- Legal 0.00 0.00 4,823.75 040

Tar Manaanmest Primnceae Onke
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Print Dats Januery 12, 1998
Merger Expense- Varicus
Depreciation/Amortization

Total Expenses
Net Income

18

JDM

Venmres Healthcarc of Gainesville
Income Statement

For the Twelve Months Ending December 31, 1997

20,000.00 20.59 28,195.00
36,849.34 37.94 36,849.34

0.00 0.00 2,761.00

57,613.00 59.33 413,102.91

3 2,370.07 965 % 280,981.66

235
307
0.23
3442

23.41

PAGE

a8

For Management Purposes Only




8171271988 18:44 984456 3 JDM PaGE 1o

a

o Ventures Healtheare of Gainesville

Balance Sheet
November 30, 1597
Print Datz January 6, 1958
ASSETS
Current Assets
. Checking-Sun Bank s 3,109.28
- Accounts Receivable 11,500.00
To/From CIC (Extra) 20,000.00
Due To/From BHS- WMemphis 47,704.00
Due To/From BHS- FCity 19,836.00
Due from BMC -Therapists 5,630.03
Prepaid Expenses 6,873.00
Total Current Assets 114,652.31
Property and Equipment
F&F Ganesville 2,000.00
F&F Ganesville-Geri 1,58341
Computers & Equipment 16,967.37
Accum Depr - Fumn & Fixtures <2,016.33>
Accum Depr - Comp & Equipment <5,514.02>
Total Property and Equipment 12,620.43
Other Assets
Organization Costs 37,279.89
Organization Costs-Ceala 967.00
Accum Amort - Organiz Cosl <25,336.77>
Deposits : 548.00
Total Other Assets 13,458.12
Total Assets ) 140,730.86
LIABILITIES AND CAPITAL
Current Liabilities
Accounts Payable 8 71,256.17
Total Current Lisbilities 71.256.17
Long-Term Liabilities
Total Long-Term Liabilities 0.5
Tota] Liabilities TL256..7
Capital )
- Commen Stock 22500
Beginning Equity 63,581.24
Beg Equity-fix 93 2,900.70
Centributed Cap. « D 39,485.08
Steckholder Draws - JD <30,750.00>
Contribued Capitai- BP 48,842.08
Stockholder Draws - BP <30,750.00>
Contributed Capital- DM 24,086.32
Stockholder Draws -~ DM <30,750.00>
Offset error NIbeg equity 1,027.75
PPA Discount Factor Recourse <289,00732>

Unaudited - For Manarement Purmnosas Onlv
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. Ventures Healthcare of Gainesville
Balance Sheet
November 30, 1997

Print Dats January &, 1598

Net Income 270,583.84

Total Capital 69,474.69
i Total Lisbilities & Capital $ 140,730.86

TTmnna A v s
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For Manacement Purnoses Onlv

'p1/12/1988 18:44 984456. .8
Ventures Healtheare of Gainesville
Income Statcment
) Tor the Eleven Months Ending November 30, 1997
Print Dats Japuery i2, 1992
Current Month Year to Date
Revenues
Gross Fees-Invermess 35,153.00 37.20 528,762.00 47.93
Contract Red -Inverness <18,614.07> <19.70> <345,788.23> <GlL34>
Gross Fees-Orlando 66,400.00 7027 636,764.00 57.72
Contract Red - Orlando <46,367.12> <49.07> <425311.16> <38.55>
Gross Fees-WhMemphis 50,400.00 5334 477,206.00 43.26
Cantract Red. - WMemphis <43,092.00> <45.60> <409,502.00> <37.12>
Gross Fees-F.City 50,400.00 53.34 136,800.00 12.40
Contract Red. - F.City <43,092.00> <45.60> <116,964.00> <10.60>
Gross Fees-Ocala 42,944.00 4545 595,816.00 54.01
Contract Red-Ceala <22,270.48> <23.57> <365,920.71> <33.17>
Gross Fees - BMC 15,243.87 16.13 167,926.44 1522
Other Income - BMC 12,687.49 [3.43 72,243.65 6.55
Gross Fees - FtWal 4,500.00 476 407,500.00 36.94
Contract Red - FtWal 0.00 0.00 <256,301.48> <23.23>
Other Income - Bridgeway FWB 0.00 0.00 9,000.00 0.82
Other Income 0.00 0.00 716.28 0.06
Bad Debt Expense <0.803.00> <I1037> <9,803.00>  <0.89>
Total Revenues 94,489.69 100.00 1,103,173.83 100.00
Cost of Sales
Factor Fee-General All 0.0 0.00 12,500.00 1.13
Factor Fee-Ocala 766.48 .81 10,643.95 0.96
Fastor Fee-Inverness 489.30 Q.52 8,330.59 0.76 -
Factor Fee-FWB 0.00 0.00 6,526.85 0.59
Factor Fes-Orlando 1,001.64 1.06 10,474 .45 0.95
Gardoer Salary/Ben-Inverness 2.626.68 278 28,877.84 262
Clifford Salary/Ben-Inverness 582.64 0.62 10,968.95 0.99
Clifford travel &Exp-Inveiness 0.00 0.00 193.76 0.02
Telephone - Inverness 0.00 0.00 289.28 0.03
Mkig /Adv- [nverness 0.00 0.00 1,653.64 Q.15
Travel&Exp- Inverness 108.69 0.12 3,30898 32
Meeting& Seminar-Inverness 0.00 0.00 55725 s
Collection Fee-DBS-Inverness 314.00 033 14,6507
Post-Salary/Benefit-Orlando 4,601.16 4.87 50,655..%
Post-Moving Exp.-Orlando 0.00 0.00 3,072.00 N
Dr. Cutler-Orlando o 0.00 0.00 20,000.00 i
Telephone-Orlando 129.00 0.14 123835 z
Mktg /Adv.-Orlendo 0.00 0.00 .
Travel & Exp.-Orlando 183.30 0,19
Meetings & Seminars-Orlando 0.06 0.00
Charitable - Orlando 0.00 0.00 Ll
Travel & Exp.-W.Memphis 452.58 0.48 8.
Mktg.&Adv.-W . Memphis Q.00 0.00 592 88 S0
Legal Fees-W.Memphis 0.00 0.00 2,319.71 0.21
Other-W Memphis 0.00 0.00 86.56 0.01
Midg&Adv.-Helena 000 000 63.60 0.01
Travel & Exp.-Forest City 633.69 067 1,453.29 0.13
Mitg.&Adv.-Forest City 13530 Q.14 135.30 0.01
Ré&M-Gainesville-Geri 0.00 0.00 25.00 0.00
Ga_.rdna' Salary/Ben-Ocala 2,626.68 2.78 28,877.87 262
Cliffard Sglary/Ben-Ocala 582.64 0.62 10,968.95 0.99
gchlﬂe'orh%;avcl&m.-om 0.00 0.00 1,564.81 0.14
o -Oca. 1a 176.91 0.19 1,930.64 0.18
Ocala-Marikting/Adv 0.00 0.00 3,241.36 0.29
Travel & Exp.-Ocala 108 : '
- .70 0.12 2,220.80 0.20
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Ventures Healtheare of Gainesville
Income Statemnent

For tbe Eleven Months Ending November 30, 1997

mmb’s'.i.;’iim 000 000 55779 005
Collection Fees -DBS-Ocala 200000 212 2236433 203
Kelly David - Fees 243000 257 3055500 277
Melissa Baxter - Fees 45417 048 705604 072
Barry Bencfield - Fees 259560 275 2457395 223
Belcher Salary/Bencfit BMC 495194 524 5444490 494
Prof Fees-Debra Shade-BMC 000 000 261120 024
Therapist Fees -BMC 15026 016 241076 022
Telephone -BMC 000 0.0 269.99 002
Otber Operat-BMC 000 000 28146 003
Travel -BMC 0.00. 000 179747 016
Meetings/Seminars BMC 000 000 35650  0.03
Thompson Salary/BenefitFtWal 0.00 0.00 19,569.03 1.77
Lopes Salary/Ben.-FtWal 000  0.00 1327337 1.20
Professional fees-Gajo-FtWal 000 0.0 15,000.00 1.36
Cost Report Prep 000 000 325000 029
EqReot-FtWal 30305 032 333355  0.30
Telephone -FiWal 000  0.00 148182 013
Other Operat-FiWal 000 000 21626 002
Travel -FtWal 2705 003 176566  0.I6
Ft Walton Office Supplies 000 000 794.41 0.07
Collection Fees-DBS-FtWal 253.13  0.27 14,215.10 1.29
PC Storage 15336 0.16 63844 006
Total Cost of Sales 28837.95 3052 47607233 43.15
Gross Profit 6565174  69.48 627,101.50  S6.85
erses
Parsons Salary 760512 805 87.681.55  17.95
Parsons Car <1.24256> <1.32> 6.169.61 0.56 )
Tnterest Expense BP Car - 34002 0.36 34002 C.O%
ID Time 440.00 | 0.47 21,527.00 -
DM Fees 159500 © 169 5247000 4470
LC Time 75000  0.79 756004 069
PC-Marketing/Advertising 000  0.00 209847  0.1S
PC - Miscellaneous Exp. 000 0.0 $02.99 .
Prof Fees-Thompson-PC 618509 655 48,182.5%
PC-Prof Fees-Tax/Consult 57150 0.0 47
PC-cansult-Prov. Reimb 2,000.00 212 Vi
Prof Fees - Medicaid Crossover™ =7 ~---0.00 0.00 e
PC-Prof Fees-Legal 0.00 0.00 B
Bookkeeping all locations 350000  3.70 32,500.0
PC - Travel Expenses <246.18>  <Q2&> 14,793.4¢ ar
PC- Mestings/Seminars 000 0.0 058908 .87
PC Postage,Copy,FedEx 15000  0.16 152259  0.14
PC Office Supplies 27800 029 1.858.78 0.17
PC Office Other 000 000 ‘99963 0.09
PC--Tax & filing fees 000 000 152192 014
PC Utilities 100.00 0.11 1,200.00 0.1
PC Telephone 1,386.01 1.47 11,176.39 1.01
PC-Insurance <330502> <3.50> 907653 082
Key ManLife-Insurance 49196 052 148292 013
PC-Food/Supplics 0.00 000 154420  0.14
Duss & Subscriptions PC 8055  0.09 209248 019
Write-of old deposits 492487 521 492487 045
Merger Expense- Travel 000 000 26453 002
Merges Expense- Legal 201725 213 482375 044
Merger Expense- Various 819500 867 819500 074
For Management Purposes Only
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Ventures Healtheare of Gainesville

Income Statement
For the Eleven Months Ending November 30, 1997
Print Datz Jaooary 12, 1998
Depreciation/Amortization 2,701.00 2.86 2,701.00 0.24
) Totzl Expenses 38,526.61 40.77 355,489.91 3222
) Net Income s 27,12513 2871 § 271,611.59  24.62

et ——————

For Manaoement Pomoses Onlv
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Ventures Healthcare of Gainesville

Balance Sheet
Desember 31, 1996
* Print Dats Jaauary 12, 1993
ASSETS
Current Assets
.- Checking-Suz Bank $ 7.414.58
- Accounts Recejvable 7,000.00
Due To/From CIC -Adal 14,917.76
To/From CIC (Extra) 170,623.55
Due to CIC bad debt-Adol <52,045.00>
Due to CIC bad debt-Gain <28,073.00>
Due to CIC Reserve Writsoff <28.861.00>
Due to CIC bad debt «Ocalz <28,232.00>
Due To/From CIC-Geri 20,326.32
Due To/From CIC-Ocala 38,798.77
Due To/From CIC-Ocala Mon Min 28,760.00
Due To/From CIC-Inverness 25,507.06
Due To/Fram CIC-Inv. Month Min 26,736.00
Due To/From CIC- Other 8.404.45
Due To/From CIC- FtWal 36,639.01
To/Fram CIC FW fix <7,343.40>
Due To/From JD 2,995.20
Due To/From BP 12,431.88
Due from DM 20,000.00
Prepeid Expenses 7.320.53
Total Current Assets 273,320.7}
Property and Equipment
F&F Ganesville 2,000.00
F&F Ganesville-Geri 1,583.41
Computers & Equipment 11,992.95
Autos - BP 16,881.08
Accum Depr - Fumn & Fixtures <2.016.33>
Accum Depr - Comp & Equipment <5,914.02>
Accum Depr - Trucks & Autos <3,060.00=>
Total Property and Equipment 21,467.09
Other Assets
Organization Costs 37,279.89
memeee_ Organization Costs-Ocala 967.00
Accum Amort - Organiz Costs <25,336.77>
Deposits 5,472.87
Total Other Assets 18,382.9%
Total Assets s 313,170.79
LIABILITHIS AND CAPITAL
Current Liabilities
Accounts Payable $ 47,989.80
Accrued Expenses 73.23
Total Current Liabilities 48,063.03
Long-Term Liabilities
N/P AFCO Insurance 4,916.55

Unaudited - For Management Purposes Only
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Print Dats Jeanary 12, 1998
N/P Bamett Bank- Concords
Note Payzble - IDI-94
Note Payable - Kantor
- Note Payable - JD
T Note Payable - BP
Ascrued Interest -JD&BP
Deferred Int. Expense-JD&BP

Total Long-Term Liabilities
Totg] Liabilities

Capital

Common Stack
Beginning Equity

Beg Equity-fix 93
Cantributed Cap. - JD
Contribued Cepital- BP
Contributed Capital- DM
Offset error NUbeg.equity
Net Income

Total Capital

Total Lisbilities & Capital

Veantures Healtheare of Gainesville
Balance Sheet
December 31, 1996

12,553.63
201.88
5,969.76
31,172.76
31,172.76
10,900.58
<10,900.58>

85,987.34

134,050.37

225,00

<176,336.24>
2.900.70
39,485.08
48.842.08
2408632
1,027.75
238 $89.73

e e e e . = o bt

179,120.42

by 313,170.79

Unaudited - For Management Purposes Only
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Print Date January 12, 1998

Revenues
T Gross Fess-Inverness
Contract Red -Inverness
Gross Fees-Gen Gerl
Contract Red -Other Gerd
Restore bad debt factored-Geri
Gross Fees-Oceala
Contract Red-Ocala
Restore baddebt factored-Ocala
Gross Fees - BMC
Other Income - BMC
Gross Fees - FtWal
Cantract Red - FtWal
Med. Repay - FtWal
Gross Fees Crossroads
Other Income
Gain/Loss Sale FF&E

Tatal Revenues

Cost of Sales

Factor Fes-Gain-Gerl

Factor Fee-Ocala

Factor Fee-Inverness

Factar Fee FWE

Lodging Gainesville-geri
Gardner Salary/Ben-Inverness
Gardner Moving Exp-Inv
Miag./Adv- Inverness

Travel &Exp- [nverness
Post-Moving Exp.-Orlando
Mitg sAdv.-Orlando
StroufSalary/Bencfit/Cost-Geri
Sroufe Salary/Benefits/Gain
Prof Fees-Jones -Gedd

Prof Consult-Geri
Food/Supplies-Geri
Rent-Gainesville-Geri
R&M-Gainesville-Geri

Rent -F&F - Geri
Eq.Rent-Gainesville-Gerl
Cleaning Service -Geri
Telephone -Gaine.-Gerl
Utilities-Gaine-Geri '
Dues & Subscriptions'- Geri
Other Operat-Gaine-Geri
Travel -Gerl '

Meals ~Gain-Geri

Mehle Salary/Beaefit/Cost-Ocal
Gardner Salary/Ben-Ocala
Gardner Moving Exp. - Ocela
Prof. Fees - Henderson - Ocela
Telephone -Ocala
Ocala-MarktingfAdv

Travel & Exp.~Ocala
Collection Fees -DBS-Ocala
Kelly David - Fees

9844563418 JDM

Ventures Healtheare of Gainesville
Income Statement
For the Twelve Months Ending December 31, 1996

Current Month Year to Date
71,536.00 63.97 237,136.06
<29,363.04> <2G.26> <137,500.90>

0.00 0.00 345,999.00
0.00 0.00 <224 478.00>

23,551.00 21.06 23,551.00

59.560.00 53.26 664,360.00
<]8242.84> <1631> <412,568.83>
<10,897.00> <0.74> <10,897.00>

15,000.00 13.41 110,030.00

1,038.89 0.93 139,347.28

61,600.00 55.08 842,001.00
<39,719.00> <3552 <530,864.00>
<14,821.00> <13.25> <14,821.00>

0.00 0.00 10,000.00

<7074.6%>  <6.33> 1,266.37
<340.27> <030 <340.27>

111.828.06 100.00 1,041,790.65

0.Q0 0.00 6,076.00

627.86 0.56 11,151.27

771.85 0.69 3,62500

1,216.66 1.09 15,925.82

0.00 0.00 2,130.21

2.621.53 234 11,552.69

Q.00 0.00 1,750.00

0.00 Q.00 243.92

306.16° 0.2 1,034.98

1,000.00 0.89 1,000.00

432.00 0.39 432.00

0.00 0.00 7,433.71

0.00 0.00 9.694.58

0.00 0.00 24,000.00

0.00 0.00 562.50

0.00 0.00 444.53

5,560.00 4.97 37,410.85

0.00 0.00 2,023.00

0.00 Q.00 1,372.97

0.00 0.00 2,722.85

.00 0.00 3,291.33

0.00 0.00 3,246.45

0.00 0.00 2.849.23

0.00 0.00 393.56

0.00 0.00 128.50

0.00 0.00 338863

0.00 0.00 129.95

0.00 0.00 20,289.18

262153 234 11,552.69

0.00 0.00 1,750.00

0.00 0.060 3,920.00

0.00 0.00 368.65

103.64 0.09 725.35

254.40 0.23 6,237.18

4,000.00 1.58 23,000.00

4,845.00 4.33 26,415.00

For Management Purposes Only

2276
<13.24>
33.21
<21.55>
2.26
63.77
<39.60>

<].05>
10.56
13.38
80.82
<50.96>
<] 42>
0.96
0.12
<0.03>

100.00

0.58

0.26
032
0.31
0.27
0.04
0.01
033
0.01
1.95
1.11
0.17
0.38
0.04
0.07

2.21
2.54
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Print Date JTanuary 12, 1938
Melissa Baxter - Fees |
Barry Benefield - Fees
Belcher Salary/BeneSUBMC
Belcher Salary/Beafit'Cost/BM
Therapist Fees -BMC
Telephone -BMC
Other Operat-BMC
Travel -BMC
Thompscn Salary/BenefitFtWal

/Ben.-FtWal
Prof Fees-Apoges -FtWal

Professional fees-Gajo-F(Wal
Cost Report Prep
Renot-FtWal
R&M-FtWal
Rent -F&F - FtWal
Eq.Rent-FtWal
Telephone -FiWal
Utlitjes-FtWal
Other Operat-FtWal
Travel -FtWal
Mesetings/Seminars-FtWal
Ft. Walton Office Supplies
Collection Fees-DBS-F1Wal
Crossroads Expenses

Total Cost of Sales
Gross Profit

Expenses —-

Intercst -Others

Parsons Salary

Parsons Car

JD Time

JDMFees

LC Time

P/R Fee Cost

PC - Miscellaneous Exp.
PC-Prof Fees-Tax/Consult
PC-consult-Prov. Reimb
PC-Prof Fees-Legal
Bookkeeping all locations
PC - Travel Expenses

PC- Mestings/Seminars
PC Postage,Copy, FedEx
Interest Expense JDI

PC Office Suppliss

PC Office Other

PC—Tax & filing fecs

PC Utilities

PC Telephone
PC-Insurance

Dues & Subseriptions PC
PC-JDI expenses 1o allocate
Depreciation/Amortization

Total Expenses

994455941

JDM

Ventures Healthcare of Gainesville

Income Slatement

694.23 062
2,500.00 224
4,943.13 4.42
3,000.00 2.68

0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
5,709.51 5H
1,784.51 | 1.60
0.00 0.00

6,0100.00 5.37
656.52 0.59

.00 0.00
Q.00 .00
0.060 0.00
1,196.92 107
410,42 0.37
42.00 .04
0.00 0.0G
854.04 0.76
0.00 0.00
174.52 0.16
5,674.48 507
0.00 0.00

58,003.85 5187

e e s e e e e

53,824.21 48.13

et e g

o000 000
7.595.26 6.79
<2,317.24>  <207>

3,332.50 298
3,986.85 3.57

0.00 0.00

0.00 0.00

0.00 0.00

0.00 0.00

500.00 0.45

0.00 0.00

2,000.00 1.79

1,173.11 1.05

5i18.70 046

0.00 0.00

0.00 0.00

0.00 0.00

299.8] 0.27

0.00 0.00

100.00 0.09

[,201.94 1.07
<1,33498> <1.19>

133.13 0.12
<3,500.00> <3.13>

14,752.93 13.19

28,442.01 2543

For Management Purposes Only

For the Twelve Months Ending December 31, 1956

4,976.33
2,500.00
59,727.00
3,500.00
3,805.00
307.66
2,571.54
767.67
67,571.59
1,784.51
19,031.25
21,000.00
7.913.37
23,333.85
403,95
41.11
6.448.55
3,761.68
328.00
1,715.05
7.943.32
350.00
2,015.30
31,313.80
1,650.00

523,033.11

518,757.54

443

94,094.70
1,568.83
20,726.50
54,642.82
4,320.00
2,650.96
171.69
2,603.59
500.00
438.58
27,500.00
13,202.47
3,827.89
850.62
14.10
809.72
1,763.89
368.60
1,166.10
6,460.91
22,872.60
3,528.13
0.00
14,752.93

278,840.06

0.48
0.24
573
0.34
0.37
0.03
0.25
0.07
6.49
0.17

202
0.76
2.24
0.04
0.00
0.62
0.36
0.03
0.16
0.76

- 0.03

0.1%9
3.01
0.16

50.21

49.79

0.00
903
0.15
1.99
5.25
041
0.25
0.02
0.25
0.05

2.64
1.27
0.37
0.08
0.00
0.08
0.17
0.04
0.11
0.62
2.20
0.34

1.42
26.77

PAGE
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Ventures Healtheare of Gainesville

Income Staterrent
- For the Twelve Months Ending December 31, 1996
Print Date Jazuacy 12, 1998
Net Income $ 25.383._29 2270 $ 239,917.43 23.03
For Management Purposes Only
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B1/12/1998 1B:44 90445 18 JDM
Ventures Healthcare, Inc.
Income Statement
Actual Projected
Incoma: 3C-New-97 31-Dec-97
Invarnmess $ 183,003 199,542
Orlando 211,453 230,493
" Ocala 229,894 250,568
Ft.Watlten 160,188 164,658
Waest Memphis 67,704 75,012
Forest City 18,836 27,144
BMC 240,889 262,633
Less: Reserve for Bad Debt __4{9,808 (9,803
Tetal Income 1,103,174 1,200,286
Operating Expenses
Invermness 68,651 73,868
Qrlando 94,030 89,883
Ccala 95,049 101,154
FtWalton 79,756 80,058
West Memphis 12,035 12,435
Forest City 1,141 1,541
BMC 125,413 137,265
Total Operating Expense before Reclassifications 476,073 506,203
Less: Billing/Collection Fees * (51,048 (54,548
Less: Cost Report Prep. Fees * (3,250 (3,250
Less: Factor & Finance Fees * ... (48,474 {51,094
Total Operating Expense 373,300 397,310
Net Operating Income 728,874 802,977 )
Administrative Expense
Salaries & Benefits 188,334 . 204,047
Homa Office Expense 25249 27,848
Travel, Meetings, Seminars, etc. 32,849 36,948
Marketing, Dues & Subscriptions, etc. 5,268 5,468
‘Total Administrative Expenses 251,700 274,313
Net Incote before Non-recurring, Owner Fees & Depr. 478,174 528,664
Noa-recurring, Owner Fees & Deprsciation *
Billing/Collection & Fees * 51,049 Lt
Cost Report Preparation Fees * 3,250 -
Fees to owners - factoringffinancing & other * 48,474 %

.o Lonsulting Feesto PRS ™ 12,400 -
Non-recurring Legal & Consuiting*™ ’ 75140 -
Feesto owners-JD ™ ) 21,527
Bookeaping Fees (includes cost for fracking factoring) * 32,500 .

Key man & owners liability insurance * 13,864 T
Legal Fess and Feas JOM & JOI applicable to Merger * 13,283 40:7;.;
Depreciation 2,701 2.70%
Total Non-recurring, Owners Fees & Depreciation 206,563 247 683
Adjus jati
justed Net Income After Fees & Depreciation $_ 271612 280,681
* Items identified would not be expected to be incurred by merged
entity and/or cost of these services to CCS would be nominat
01/12/98 , 05:06 PM Confidential - Property of VHC TRN1097C.WK4
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PENTURES HEALTHCARE, INC.

Summary of Adjusted Net Income and Administrative Expenses
Actual 11 months ended 11/30/97 estimate for 1997 and,

Budget for 1998

Projected Results

for YE for YE
Administrative Expenses: 123197  12/31/88
Salaries & Benefits 204,047 315,000
Home Office Expense 27,848 40,000
Travel, Meatings, Seminars, elc, ) 36,949 40,000
Marketing, Dues & Subscriptions, etc. 5468 5,000
Adjusted Administrative Expenses 274313 400,000
Summary Income Statement:
Income 1,210,000 1,331,485
Less: Reserve for Bad Debts (8,803) (8,715)
Operating Expense (before billing/callection, cost report & factor fee) (246,501
Net Operating Income 802,977 1,075,269

Adjusted Administration Expenses (exclude non-recurring & owner fees) (274.313) (400,000}
Adjusted Net Income (excluding non-recurring, owner fees, efc.) 528664 575269




Exhibit 6.5(3)

EBITDA by location and projected EBITDA.

See attached.

dmiventures. 007 11
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VENTURES HEALTHCARE, INC.

Summary of Operaling Results
Actual year end ‘93 to ‘96 and 11 months ended 14130167 and, Projected results for 1897 & 1998

& [Contract Locatlons: [Gain- Adol [Gain. Gero]_ Ocata | Invemess [ FiWailon P-City-Gere] P.CIy-1P | Oddando [ Memphis | Forest City] WW. Helarra [P -City-Adull]Crystal River] Memphls [Combined |

-] J—

7 [Actual resuils for the three[mondhs anded 12/31/93:

8 [ADC =83 512 0 0 NiA NA Sea (N1) | Sea (N1) NA . N/A N/A NA NA WA NiA

9 [Income 20,095 0 0 0 0 ° 0 0 o 0 0 0 o 0| 2995
10 {Openling Expenss B85.5801 0 a '] 0 a 2 1) ] 2 1} 2 Q 0| 86581
11 |Opaiating Incoma (56,586 0 0 0 0 0 0 0 0 0 0 0 0 0| (56,588)
12 [Avg. Monlhly {18,862 0 0 0 0 0 0 [+ 0 0 0 o 0 0| (18,862}
13
14 [Actual results for tha twelvie months ended 12/31/34:
15 1ADG - 54 11.30 1023 5.08 NA NA See (N1) | See (N1) NA N/A NA N/A NA N/A NIA
16 liIncome 197,644| 228217 108,085 0 0 1] 1] 0 0 [} 0 4] 1) 0| 534,946
17 |Operaiing Expensa 268151 126060 47809 0 Q ] 2 fl Q 1] 0 0 Q 0| 442060
18 |Operating Inooma (70,50 102,167 61,216 0 V] 0 /] 1) 0 0 o] [ 0 0 62,886
18 [Avg. Monthly (s876) _ 10217] 10,204 0 0 0 0 0 0 0 0 0 0 ol 7741
20
21 _ Actual Tesuis fof Lhe twelvie manths ended 12131/55;
2 - [ XT] 6.34 NIA T07[ Sew (N1) | See (N1) NA NA N/A N/A NA NIA N/A
23 {income 300,333] 232,840 [} 93,078 60,946 53,327 0 o [+] 0 0 [1] 0| 746,524
24 |Opotaling Expenss 1836401 71840 pp 71078 1554 6.609 ] g ) Q 1] 1] 0l 340727
25 |Oparaling Income 116,684 161,000 0 25,003 53,392 45,718 0 0 0 [+ 0 0 0] 405,797
26 Avg, Morthly o241 13417 o] too1l 6BM| 5340 9 0 0 0 0 b ol 3816
27
28 21 Tasulls for InE twelVie manihs ended 1231196; —j
23 [ADC - '96 699 6.1 442 \ 8,39 Sec (N1) | Seo (N1} NA NIA I NA NIA w N/A _ N/A © NA 1
30 {income : 125208! 255733] 90234 202661 121,003; 105877 o 01 0 0! 0 oi o] 1010716
31 {Operating Expense | oso4!  7az212]  145B2! 197628 3699 AW v} | Qi Q Q3 Q 0 45334
! _ov.a__s Wncorme ! i 26284] 1825217 BAS52, 105003| 84203, T73678! ¢ 0! oi 0 o 0 0% 557371
23 lavg. Monthy ; 43811 15210 14109} 8836 7017l 140 o] o] 0i o 8 0 o) agan!
34 !
15 [Actual fesulls fa] the six mpnihs ended §/30/97: (Saa N2) | (Sea N3}

35 'ADC - 1o &7 A 588 624 7.76] See (N1) | Sce (N1} 656 6.76, NA A A NA AT

1} ?85 ol 12404a} 99234] 137.608] 48000| 42000| 104425 30,358 0 0 0 0 0| 535759
38 10paraling Expense ol asstal maa| new| 16893 R 4080 8.075 2 2 ] [+] 0] Zas
39 {Operaling Income o B4055! ®e5707| 65706] 92307| 28268 63,404 22,282 0 0 0 0 a| 2689
40 }avg. Monthly o] 14000} 109es| 10931  5384|  4711] 12889 5571 ) 0 0 0 o] 64200
L

42 [Projected results for tha twpive months ended 1231797 {based on actual esulls thrd 11736i57) San Nole 5

43 ADC for Nov, 'B7 627 5.52| Sea (N4) | Sea(N1) | See N1 129 648 6.24 NA NA NA NIA

A4 Projacted for Year NA 627 552 | Sea (N4) | See (N1} § Sem (N1) 71.29 8.46 6. 0.00 NA 0.00 0.00

45 |incoma (contrec! rats X ADG 0| 250568} 199542 164,608) 140N 1225631 230,433 75012 27,143 0 0 0 01 1210090
46 |Losn: Ressrve bad debl 0 4] 6,417 0 0 0 3,386 0 0 0 1] [} 0 9,303
47 |Opet. Expenss (sxc), facior &]blking fess) o g§2668 42871 s56069] 13208 640511 BAMNE 12435 1540 '] 0 ] Q| 397310
48 |Opsraling incoms ol 197900( 144,248 108,629 66,8663 58,506 138,661 62577 25,602 0 [+] 0 ol 802977
49 [Av. Monthly 0 16,492 12,021 9,052 5572 4,675 12,605 6,253 5,984 1] 1] 0 1] 13,858
50

51 [Frojected rasufis for the twhlve months ended 12/31/98:

52 {See Nole 5}

83 [ADC Projacted for Year N/A T.08 6.00| Sec (N4) | Sea (N1) | See(N1) 9.00 6.00 500 6.00 6.00 6.00 6.00

54 lincoms {contract rate X ADC 0| 250568| 199542 54,000 0 0| 251,447 57,696 87,686 80,388 60,000 174,468 85,680 1,331,485
55 iLose: Resorve bad debt 0 3,200 4] 0 1] 1,693 0 0 0 0 4,813 1] 8,15
56 [Opor, Expense {excl. factor &lbilling lbes) O| 51668 53877 10X 0 0 93dgs 6000 6000 5500 o] 18000 5000 24301
57 [Operaling Income 0| 192,900] 142,456 53,000 4 0] 156298 81,696 81.696 74,888 60,000 151,655 80,680 1,075,269
58 Avg. Monthly ] 16,075 11,871 4417 0 0 13,025 5,808 6,808 6,241 5,000 12,638 6723 89,608

Notes: Ses footnotes attached to the following page

1l

L




Exhibit 6.5(3)

EBITDA by location and projected EBITDA

See attached.
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Exhibit 6.6

Operations Since November 30, 1997

None.

dmiventures, 007 12




Exhibit 6.7

Litigation

None.

dmventures.007 13




Exhibit 6.8

Copies of Licenses

None.

dmiventures.007 14




Exhibit 6.10(5)

Intellectual Property

None.

dm\ventures.007 16




Exhibit 6.11(1)

Contracts; Consents required under Contracts

Consents are required under the following contracts:

1. Management Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Marion-Citrus Mental Health Centers, Inc. covering Marion-Citrus Mental Health
Center in Crystal River, dated October 2, 1997.

2. Management Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Marion-Citrus Mental Health Centers, Inc. covering Marion-Citrus Mental Health
Center in Ocala, dated May 28, 1996.

3. Management Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Marion-Citrus Mental Health Centers, Inc. covering Marion-Citrus Mental Health
Center in Inverness, dated July 1, 1996.

4. Management Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Lakeside Alternatives, dated November 1, 1996. '

5. Consultation Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Bridgeway Center, Inc., dated July 1, 1997. '

6. Consultation Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Behavioral Health Services Inc. of Arkansas covering Behavioral Health Services in
West Memphis, Arkansas, dated January 29, 1997.

7. Consultation Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Behavioral Health Services of Arkansas covering Behavioral Health Services at Forrest
City, Arkansas, dated September 1, 1997.

8. Consultation Services Agreement between Ventures Healthcare of Gainesville,
Inc. and Compass Intervention Center LLC, dated November 1, 1997.

dmiventures. 007 17




Exhibit 6.11(4)

Repair and Maintenance Obligations

None.

dmiventures.007 18




Exhibit 6.13(1)

Employees and Related Information

Ventures Healthcare of Gainesville, Inc. hires all of its employees through a
leasing agreement with Landrum Staff Leasing Inc., d/b/a AmStaff. The employee leasing is
covered by a Client Service Agreement between AmStaff and J.D. Investments, Inc. The Client
Service Agreement is terminable with thirty (30) days notice by either party. The employees’
salary is paid by J.D. Investments, Inc., which is reimbursed by Ventures Healthcare of
Gainesville, Inc. There is no written agreement between J.D. Investments, Inc. and Ventures

Healthcare of Gainesville, Inc.

dmiventures.007 ' i9




Exhibit 6.13(2)
Employee Litigation

None.

dmiventures. 007 20




Exhibit 6.14

Employee Benefit Plans

None.

dmwentures.007 : 21




Exhibit 6.15

Summary of Insurance Coverage

Ventures Healthcare of Gainesville, Inc. is covered by the following insurance
policies:

1. Professional liability insurance with Frontier Insurance Co. of New York.
Policy Period: 9/1/97 to 9/1/98
Limits of Liability: $1 million/$3 million

2. Commercial General Liability Coverage through Frontier Insurance Co.
of New York.
Policy Period: 9/1/97 to 9/1/98
Limits of Insurance: $3 million/$1 million
Fire Damage Limit: $50,000 any one fire
Medical Expense Limit: $5,000 any one person

dim\ventures.007 22




Exhibit 6.16

Conflicts of Interest

Ventures leases office space, receives secretarial support, telephone services and
purchases office supplies from J.D. Investments, Inc., a Florida corporation (“JDI”). IDI is
wholly-owned by John W. Darrah. All of these services are provided to Ventures at below
market rates. Upon completion of the merger, JDI will charge Ventures market value for all of
these services, including, without limitation the provision of office space.

dm\ventures, 007 23




Exhibit 6.19

Pending Tax Audits and Investigations

None.

dmventures. 007 24




Exhibit 8.3

Description of Payment Arrangements with CIC

1. Termination Agreement (see attached)

2. $30,000 Note (see attached)

dmiventures.007 25
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‘_J

TERMINATION AGREEMENT

apd

This Termination Agrecment (this “Agreement™ is madc and entered into as of Noveinber 30,
[997 by and between Ventures Healthcare of Guinesville, Inc., a Florida corporalion (“VHC") and Capital Investment
Corp. of Panama City, a Florida corperation (“CIC™).

RECITALS

WHEREAS, on or about September 1, 1993, VHC and CIC entered into a certain Factoring
Agreement, a copy of which is attached hereto as Exhibit A and made z part hereof (the “Factoring Agreement™),
pursuant to the terms of which CIC agreed to purchase and VHC agreed to sell from time to time certain of VHC's
outstanding accounls receivable;

WHEREAS, VHC fusther covenanted and agreed to remain secondarily liable (the “Guaranty™) for
the collection of the purchased accounts recelvable as more particularly described in Section 1(d) of the Factoring
Agpreement;

WHEREAS, VHC and CIC now desire to terminate the Factoring Agreement and to provide for
the orderly scitlement of the parties” individual and mutual obligations thercunder, all as more particularly described
herein.

NOW, THEREFORE., for good and valuable consideration, the receipt and sufficicncy of which is
hereby acknowledged, the parties hereto, intending to be legally bound hereby, agree as follows:

aAvé

1. Termination. VHC and CIC hereby acknowledge and agree that the Facloring Agreement
is terminated as of the date hereof. Following such termination, neither VHC nor CIC shal] have any lability to the
other arising out of, resulting from or in any way connected with the Factoring Agreement or the termination thereof
except as expressly provided herein. Accordingly, except as expressly provided herein, VHC and CIC do hereby fully
and forever release and discharge each other and each other's respective subsidiaries, afliliates, hoirs, successors,
assigns, officers, employees, directors and agents, if any, of and from any and all claims, demands, actions and
claims for relief, of whatsocver kind or nature, whethcr in law or in equity that VHC or CIC, as the case may be,
has, or may claim to have, arising out of, resulting from or in any way connected with (i) the Factoring Agreement,
including, without limitation, the Guaranty, (ii) exch parties’ performance under the Factoring Agreement and (iif)
the termination thercof.

2. Payment for Release of Guaranty, In exchange for the release of the Guaranty and in

consideration of CIC's agrecment to enter into this Agreement and terminate the Factoring Agreement, VHC herchy
wiives any and all rights to payments under the Factoring Agreement with respect to those accounts recelvable
originally belonging to VHC that were generated at VHC's fucilities in Ocala, Fort Walton, Orlando, Gainesville and
Inverness, Florida, and have herctofore been conveyed to CIC, all as more particularly described on Exhibit B
attached hereto and made a part hereof (the “Assigned Receivables™). :

3. Payment for Assigned Receivables As additional consideration for the transfor and

assignment of the Assigned Reccivables and in consideration of VHCs agreement to enter into this Agrcement anxd
terininate the Factoring Agreement, CIC hereby assumes the payment, discharge and satisfaction of the following
liabilities and obligations of VHC: (i) an obligation to John W. Darrah in the amount of $28,379.44; (ii} an
obligation to William A. Parsons, Jr. in the amount of $18,740.88; and (iii) an obligation tv Gary Kantor in the
amount of $5,969.76 (collectively, the “Assumed Liabilities™). CIC covenants and agrees that it shall pay, discharge
and satisfy the Assumcd Liabilities in the ordinary course of business and as such Assumed Liabilitics become due
and payable, Notwithstanding CIC's agreement to assumec the Assumed Liabilities, CIC shall not, as a result of the
execution of this Agreement and the consummation of the transactions contemplaled herein, assume, discharge or
become liable for any of VHC's other liabilities, obligations, debts, contracts or other commilments of any kind

and

Jin\whe factoring terma 34793.1A
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ard

agrd

whatsoever, known or unknown, fixed, accrued, conlingent or atherwise existing as of the date hersof or arising out
of any transactions entered into, or statc of facts existing, prior to, at or subsequent 1o the dalc hereof,

4. Cengin Indemnification. CIC hereby covenaats and agrees to indemnify and hold
harmless VHC from all losses, claims of losses, damapes and expenses, including, but not limited to, reasonable
atlorneys’ fees, assessed or asserted against VHC by (i) Marion-Citrus Mental Health Center, (ii) Lakeside
Alternatives, and (jii) either of the foregoing’s subsidiarics, affiliates, heirs, suceessors and assigns (collectively, the
“Claimants™) arising out of, resulting from or in any way connceted with VHC’s contractual obligations to goarantee
the Claimants collection and recovery of certain costs incurred by the Claimants in conhection with services rendered
by VHC prior to November 30, 1997 with respect to facilitics of the Claimants located in Ocala, Inverness and
Orlando, Florida. The Claimants rights to recover such costs are more particularly described in provisions of certain
management contracts by and between the Claimants and VHC, copics of which are atiached hercto as Exhibit C and
made 2 part hereof. Tt is expressly understood and agreed by and between VHC and CIC that (i} the indemnification
provided pursuant to the terms of this section is expressly limited to claims by the Claimants arising out of,
resulting from or in any connected with services rendered by VHC prior to Noverber 30, 1997, (ii) VHC shall retain
sole responsibility for all losses, claims of losses, damages and expenses arising out of, resulting from or in any
way connected with claims by the Claimants in connection with services rendered by VHC after November 30, 1997,
and (ili) VHC shall use its best efforts to control, limit and minimize the claims or potential claims of Claimants.

5. Amendments and Walvers, No amendment of any provision {n this Agreement shall be
valid unless the same shall be in writing and signed by the party against whom cnforcement of the amendment is
sought. No wafver by any party of any default or breach of any covenant hereunder whether intentional of not, shall
be deemed to extend to any prior or subsequent default or breach of covenant hercunder or affecting in any way any
rights arising by virtue of any prior or subsequent occurtence.

6. Entirc Agreement. This Agresment constitutes the entire agrecment among the parties
with respect to the subject matter hercof and supersedes ary prior or contemporaneous understanding, agreement or
representations by or among the parties, written or oral, to the exteat that they relate in any way to the subject
matter hereof,

In Witness Whereof, the parties hercto have executed this Agreement on the date first written
above.

VENTURES HEALTHCARE OF GAINESVILLE, INC
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EXHIBIT A

PURCHASE & SALE AGREEMENT

1)

TYY

Name of Scller ("Seller") Ventures Healthcare of Gainesville.Joc. Date__September1.1993

Scller and Capital Investment Corp. of Panama City, a Florida corporation ("Purchaser”), hereby agtee to the teamns
and conditions set forth in this Purchase & Sale Agreement ("Agreement”).

1. Purchase & Sale of Accounts Receivable.

(a) Seller hereby offers to sell, assign, transfer, convey and deliver to Purchaser, as absolute owner, all of
the right, title and interest of Seller in and to the following accounts ("Account” or "Accounts") which arise from the sale of
Seller's services (herein collectively referred to as the "Service") as indicated by the box checked below, together with all
guarantees and security therefor, and 2ll of Seller's right, title and interest in the Service purchased and represented by such
Accounts:

[X] All of Seller's Acceptable Accounts not to exceed $150.000 per month, which Acceptable
Accounts Purchaser agrees to purchase on the terms and conditions set forth herein, or

[ 1] Acceptable Accounts totaling not less than $  permonth, in which case Purchaser shall
be obligated (subject to the terms and conditions stated below) to purchase Acceptable Accounts totaling not more
than 3 per month, or

{ ] Only those Acceptable Accounts which Seller from time to time may wish ta sell but not to exceed
5 per month, which Acceptable Accounts Purchaser agrees to purchase on the terms and
conditions set forth herein.

.,ali

(b) Purchaser hereby agrees to purchase all Accounts that it deems acceptable in its sole discretion ("Acceptable
Accounts") together with the Related Rights. Seller may, from time to time, submit names of Account Debtors to Purchaser
for approval prior to acceptance by Purchaser. Purchaser shall not be obligated to purchase any Account if the Account is
deemed unacceptable to Purchaser for any reason, or if an event of default has occurred hereunder. A credit investigation by
Purchaser shall not be deemed an acceptance of an Account and Purchaser shall be free fo eject any Account submitled by
Seller if Purchaser deems the Account unacceptable, even though Purchaser may have previously approved such Account
Debtor, The term "Account Debtor™ or "Account Debtors” as used herein shall mean the customer or customers of Seller.
Except as Purchaser may otherwise agree in writing, the payment terms of all Accounts submitted to Purchaser shall not
exceed “net 30 days."

(c) Accounts shall be submitted to Purchaser on a Schedule of Accounts listing each Account separately. The
Schedule of Accounts shall be in the form attached hereto as Exhibit "A", and sball be signed by any officer, employee or
agent of Seller. There shall be no more than one (1} Schedule of Accounts submitted each month unless Purchaser otherwise
agrees in writing. At the time the Schedule of Accounts is presented, Seller shall also deliver to Purchaser the original and
one copy of an invoice for each Account, together with evidence of treatment rendered. All invoices shall plainly state on
their face that amounts payable thereunder have been sold and assigned to and are payable only to Purchascr at Purchaser's
remittance address hereinafter listed below its signature. Payment by Purchaser of the sum specified in the second sentence in
paragraph 2 below shall constitute acceptance of an Account by Purchaser.

(d) Any and all Acceptable Accounts shall be purchased with recourse against Seller as to the Insolvency or other
financial inability of the Account Debtor to pay. Any Acceptable Accounts not paid within 75 days of invoice date shall be
tepurchased by Seller, either by means of Seller paying directly to Purchaser the face amount of such Acceptable Account or
Purchaser charging such face amount against the Reserve, as Purchaser may elect.

ated

{e) As described above, Purchaser commits o purchase Acceptable Accounts with a gross face value of up to
$150,000 each month for the term of this Agreement ("Commitment”) on the tems and conditions set forth herein, for which
Seller shall pay to Purchaser a one-time commitment fee of four (4} percent of the Commitment, $6,000. The commitment
fee shall be paid by Seller at the time of execution of this Agreement. However, with Purchaser's prior approval, the
commitment fee may be deducted and paid to Purchaser from the purchase price for the first purchase of Acceptable Accounts;

provided however, that in no case shall the purchase price for the first purchase of Acceptable Accounts be reduced to less than
310,000
~r R0
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(D) As consideration for purchasing the Acceptable Accounts, Seller agrees to pay Purchaser a minimum monthly fee
(“Minimum Monthly Fee") of not less than $1,000 for each calendar month (or fraction thereof, on a prorated basis) during

: the tean of this Agreement and each renewal thereof. In the event the discount (described in paragraph 2 hereof) actually
collected by Purchaser for purchasing the Acceptable Accounts from seller is less than the Minimum Monthly Fee, Seller
- shall pay to Purchaser each such calendar month (or fraction theteof, on a prorated basis), the difference between such discount

and the Minimum Monthly Fee, regardless of Purchaser's prior months' compensation.

2. Purchase Price. Purchaser shall purchase an Acceptable Account at z purchase price equal to the face amount of
the Acceplabla Account, less a discount equal to 5% percent of the face amount of the Acceptable Account, which discount
shall be Purchaser's compensation for purchasing the Acceptable Accounts. The discount of any Acceptable Account bearing
tertis in excess of the standard net 30 day terms, shall be increased by one percent (196} for each 30 days or fraction thereof.
Al the time of purchase of an Acceptable Account, Purchaser shall remit to Seller the face amount of such Acceptable
Account, less Purchaser's discount, as provided for above in this paragraph, and the amount necessary for Purchaser to create
the Reserve Account describe din paragraph 4 below.

i

3. Transfer. Upon Purchaser's acceptance of each Acceptable Account, Purchaser shall be the sole owner and holder
of such Acceptable Account and (he Related Rights. Scller hereby sells, transfers, conveys and assigns to Purchaser all its
right, title and interest in and to each Acceptable Acconnts together with all Related Rights, effective at the time of
acceptance thereof by Purchaser. Seller agrees 1o execute and deliver to Account Debtoes obligated under Acceptable Accounts
such written notices of sale of the Acceptable Accounts as Purchaser may request.

4. Reserve Account. Purchaser shall create and maintain a reserve account ("Reserve Account™) for each Schedule of

Accounts in the amount of 20 percent of the face amount of the Acceptable Accounts listed on such Schedule out of any

payments or credits otherwise to be made to Porchaser with respect to such Acceptable Accounts. In no event shall the

Reserve Account at any time equal less than 20 percent of the Acceptable Accounts remaining unpaid. Purchaser may charge

against the Reserve Account any amount for which Scller may be obligated to Purchaser at any time, whether under the terms

of this Agreement, or otherwise, including but not limited to any demages suffered by Purchaser as a result of Seller's breach

of any provision of paragraph 5§ hereof (whether intentional or unintentional), any losses (under any one or more Schedules of

Accounts) due to an Account Debtor's insolvency or other financial inability to pay or any Disputes {as defined under

parazcaph 5(d) hereof), any Adjustments due under paragraph 17 hereof and any attorneys fees and disbursements due under

paragraph 16 heraof. Seller recognizes that any balance in the reserve account represents bookkeeping entries and oot cash

funds. It is further agreed that with respect to the balances in the Reserve Account, Purchaser is authorized to withhold such

~ payments and credits otherwise due to Seller under the terms of this Agreement for reasonably anticipated claims such as, for

__example, charge backs or credits against Seller for Account Debtor claims. The Reserve Account shall be calculated and

maintained no less than menthly and any positive balance in the Reserve Account (for all Schedules of Account, on an

agpregate basis) shall be paid to Seller on the first to occur of the 10th or 25th day of the calendar month, provided that there

is a positive balznce in the Reserve Account for alt Schedules of Account {on an aggregate basis) and no Event of default bas

occurred and is continuing. If an Event of Default has occurred and is continuing, Purchaser shall not pay the positive

amount in the Reserve Account until all Accounts listed on each Schedule of Accounts have been collected or Purchase has

determined, in its sole discretion, that it will make no further efforts to collect any Schedule of Accounts and all sums due

Purchaser hereunder had been paid. Purchaser shall give Seller, within fifteen (15) days of the close of the preceding calendar

month, an extract or statement of Seller's account, prepared from Purchaser’s records, which will conclusively be deamed

correct and accepted by Seller unless Seller gives Purchaser a written statement of exceptions within thirty (30) days after
receipt of such extract or stalement,

—

L

5. Seller's Representations and Covenants. Seller represents, warrants and covenants to Purchaser that:

(a) Immediately prior to the execution and delivery of each Schedule of Accounts, Seller will be the sole owner and
holder of each of the Accounts described thereon and the Related Rights. Upon Purchaser's acceptance of each Acceptable
Account, it shall become the sole owner and holder of such Acceptable Account.

(b) There are no financing statements now on file in any public office govemning any property of Seller of any Kind,
real or personal, in which Seller is named in or has signed as the debtor, except the financing statement or statements filed or
to be filed in respect of this Agreement or those statemnents now on fle that have been disclosed in writing by Seller to
Purchaser. Seller will not execute any financing statement in favor of any other person of entity, excepting Purchaser, for the
termn of this Agreement.

{c) The amount of each Acceptable Account is due and owing to Seller and represents an accurate statement of a
bona fide sale, delivery and acceptance of performance of service by Seller to or for an Account Debtor. The terms for
payment of Acceplable Accounts are thirty days from date of invoice and the payment of such Acceptable Accounts is not
contingent vpon the fulfillment by Seller of any further performance of any nature whatsoever, Seller shall accept no returns
and shall grant no allowances or credits to any Account Debtor without notice to and the prior written approval of Purchaser.
Each Accouat Debtor’s business is solvent to the best of Seller’s knowledge,

(o
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{d) There shall be po set-offs, allowances, discounts, deductions, counterclaims, or disputes with respect to any

- Acceptable Account, either at the time it is accepted by Purchaser for purchaser or prior to the date it is to be paid. "Dispute,”

as used in the last preceding sentence, shall mean any claim by an Account Debtor against Seller, of any kind whatsoever,

“_ valid or invalid, that is asserted by the Account Debtor as 2 basis for refusing to pay ar Acceptable Account either in whole or
in part,

{c) The address set forth below Seiler's signature hereon is Seller's mailing address, its chief executive office,
principal place of business and the office where all of the books and records concerning the Acceptable Accounts are
maintained. Seller shall not change its mailing address, chief executive office, principal place of business or place where such
records are maintained with thirty (30) days prior writlen notice to Purchaser.

(f) The application ("Application”) made by Seller in connection with this Agreement, and the stateraents made
therein are true and cormect at the time that this Agreement is executed.

() Tn no event shall the funds paid to Seller bereunder be used directly or indirectly for personal, family, household,
or agricultural purposes.

altd

{h) No Acceptable Account shall be subject to any Jlien, encumbrance, security interest or other claim of any kind or
nature.  Seller will not transfer, pledge or give a security interest in any of its Accounts to anyone other than Purchaser,
Seller will not factor or sell any of its Accounts except to Purchaser.

(i) Seller will furnish Purchaser financial statements and information as requested by Purchaser from time to time.
Such financial statements and information will be kept in accordance with generally accepted accounting principals
consistently applied and shall be trne and correct. Seller shall reflect oa its books the absolute sale of the Acceptable
Accounts to Purchaser,

(j) Seller has paid and will pay all taxes and governmental charges imposed with respect to sales of the Service and
furnish to Purchaser upon request satisfactory proof of payment znd compliance with all federal, state and local tax
requirements.

(k) Seller will promptly notify Purchaser of any attachment or any other legal process levied against Seller of any
S Account Debtor.

mechanic's liea or stop nolice or bonded stop notice for the Acceptable Accounts and the information contained in those
notices is true and correct to the best of Seller's knowledge, ”

{m) Waivers and releases for all labor, services, equipment or material of Seller and others will be submitied on
Purchaser's form concurrently with each Schedule of Accounts,

it

{n) There is no fact which Seller has not disclosed to Purchaser in writing which could materially adversely affect
the properties, business or financial condition of Seller, or any of the Acceptable Accounts or Collateral, or which it is
neccessary to disclose in order to keep the foregoing representations and warranties from being misleading.

6. Notice of Purchase. Seller shall execute and deliver to Purchaser and/or file at such times and places as
Pucchaser may designate UCC-1 Financing Staternents to give notice of Purchaser's purchaser of the Acceptable Accounts as
required by the Uniform Commercial Code.

7. Collateral. In order to secure the payment of all indebtedness and obligations of Seller to Purchaser, whether
presently existing or bereafter arising, Seller hereby grants to Purchaser a security interest in and lien upon (a) all of Seller’s
right, title and interest in and to the Reserve Account and all payments (if any} due or to become due 1o Seller from the
teserve Account, and (b) all of Seller's right, title and interest in and to all of Seller's accounts, contract rights, receivables and
claims not purchased hereunder whether now or hereafier arising, all guaranties and security therefor and all of Sellers right
title and interest in the goods purchased and represented thereby including all of Seller's rights in and to returmed goods and
rights of stoppage in transit, replevin and reclamation as unpaid vendor, and all proceeds of the foregoing (collectively, the
“Collateral"). Seller agrees to comply with all appropriate Iaws in order to peefect Purchaser's security interest in and to the
Collateral and to execute any financing statement(s) or additional documents as Purchaser may require. Any Event of Default
(as hereinafter defined and described) hereunder shall constitute a default with respect to the Collateral and Purchaser shall be
cntitled to all rights and remedies as available to a secured party under the Uniform Cotnmercial Code.
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8. Collection. Purchaser, as the sole and absclute owner of the Acceptable Accounts, shall have the sole and
exclusive power and authority to collect each Acceptable Account, through legal action or otherwise, and may, In its sola

- discretion, settle, compromise, or assign (in whole or in part) any of the Acceptable Accounts, or othcrwise exercise any other
nght now existing or bereafter arising with respect to any of the Acceptable Accounts. It is agreed that certain Account
~r Debtors may require or prefer that all of Seller's Accounts be paid to the same address and/or party; therefore, Purchaser and

Seller may agree that Purchaser shall collect all Accounts whether owned by Seller or Purchaser and, subject to Purchaser's
rights in the Collateral, Purchaser agrees to remit the amount of the Accounts it receives and does not own to Seller after
deducting a handling fee of 1 percent of such amounts recelved. It is understood and agreed by Seller that this paragraph does
not impose any affirmative duty on Purchaser to do any act other than to turn over such amounts. All such Accounts and
collections are Collateral and upon the occurrence of an Event of Default hereunder, Purchaser shall have no duty to remit
collections of Collateral to Seller and may apply same to the Obligations until said Event of Default is cured, and Purchaser
shall have all the rights of a secured party under the Uniform Commercial Code, If Seller receives payment of all or any
portion of any of the Acceptable Accounts, Seller shall notify Purchaser immediately and shall hold all checks and other
instruments 5o received in trust for Purchaser and shall deliver to Purchaser soch checks and other instruments without dalay.

9. Power of Attorney. Seller grants to Purchaser and irrevocable power of attomney authorizing and permitting
Purchazer, at its option, with or without notice to Seller to do any or all of the following:

{i) Endorse the name of Seller on any checks or other evidences of payment whatsoever that may come into the
possession of Purchaser regarding Accounts of Seller;

(ii) Receive, open and process any mail addressed to Seller and put Purchaser’s address on any statements mailed to
Accounts Debtors;

o

(iii} Pay. setile, compromise, prosecutc or defend any action, claim, conditional waiver and release, or proceeding
relating to Acceptable Accounts;

{iv) Upon the occurrence of an Event of Default, potify in the name of Seller, the U.S. Post Office to change the
address for delivery of mail addressed to Seller to such address as Purchaser may designate. Purchaser shall turn over to Seller
all such mail not relating to Acceptable Accounts on Collateral;

{v) Todo all things necessary and proper in order to carry out this Agreement. The authority granted to Purchaser
herein is irrevocable until this Agreement is terminated and all obligations are fully satisfied;

(vi) Verify, sign, acknowledge, record, file for recording, serve as required by law, any claim of mechanic's lien,
stop notice or bonded stop notice is the sole and absolute discretion of Purchaser;

(vii} Insert all recording or service information in any Mechanic's Lien or Assignment of Rights Under Stop
Notice/Bonded Stop Notice which Seller has signed in connection with this Agreement, recorded or served to enforce payment
of the Accepiable Accounts; and :

(viii) Execute and file on behalf of Seller any financing statement deemed necessary or appropriate by Purchaser to
protect Purchaser's interest in and to the Acceplable Accounts or Collateral, or under any provision of this Agreement.

10. Default and Remedies. An event of default ("Event of Default") shall be deemed to have occurred hereunder
and Purchascr shall have no further obligation to purchase Accounts and may immediately exercise its rights and remedies
with respect to the Acceptable Accounts and the Collateral under this Agreement, the Uniform Commercial Cede, and
applicable Taw, upon the happening of one or more of the following:

avd

(a) Seller shall fail to pay as and when due any amount owed to Purchaser;
(b) There shall be commenced by or against Seller any voluntary or involuntary case under the federal Bankruptcy

Code, or any assignment for the benefit of creditors, or appointment of a receiver or custodian for a substantial portion of its
assets;

{c) Seller shall become insolvent in that its debls are greater than the fair value of its assets, or Seller is generally
not paying its debts as they become due;

(d) Any involuntary lien, garnishment, attachment or the like shall be issued against or shall attach to the
Acceptable Accounts or the Collateral and the same is not released within ten (10) days;

(e) Scller shall breach any covenant, agrcement, warranty, of representation set forth herein, and the same is not
cured to Purchaser’s satisfaction within ten (10) days after Purchaser has given Scller oral or written notice thereof; or
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(f) Any report, certificate, schedule, financial statement, profit and loss statement or other statement fumished by
Seller to Purchaser is not frue and correct in any material respect;

st
il

(g) A material adverse change shall have occurred in Seller’s financial condition, business or operations.

(h) Seller shall have a federal or state tax lien filed against any of its properties, or shall fail to pay any federal or
state tax when due, or shall fail to fils any federal or state tax form as and when due.

I1. Equitable Relief. In the event that Seller commits any act or omission which prevents or unreasonably
interferes with: (a) Purchaser's exercise of the rights and privileges arising under the power of attomney granted in paragraph
9 of this Agreement; or (b) FPurchaser’s perfection of or levy upoan the security interest granted in the Collateral, including
any seizure of any Collateral, such conduct will cause immediate, severe, incalculable and irreparable barm and injury, and
shall constitute sufficient grounds to entitle Purchaser to an injunction, writ of possession, or other applicable relief in
equity, and to make such application for such relief in any couit of competent jurisdiction, without any prior notice to Seller.

12, Cumulative Rights. All rights, remedies and powers graated to Purchaser in this Agreement, or in any other
instrument or agreement given by Seller to Purchaser, are cumulative and may be exercised singularly or concurrently with
such other rights as Purchaser may have. These rights may be exercised from time to time as to all or any part of the
Accepiable Accounts purchased hereunder or the Collateral as Purchaser in its discretion may determige. Purchaser may not
waive its rights and remedies unless the waiver is in writing and signed by Purchaser. A waiver by Purchaser of a right or
remedy under this Agreement on one occasion is not a waiver of the right or remedy on any subsequent occasion.

13. Notices. Any notice or communication with respect to this Agreemnent shall be given in writing, sent by (a)
personal delivery, or (b) expedited delivery service with proof of delivery, or (¢) United States mail, postage prepaid,
registered or centified mail, or (d) prepaid telegram, telex or telecopy, addressed to each party hereto at its address set forth
below or to such other address or o the attention of such other person as hereafter shall be designated in writing by the
applicable party sent in accordance herewith. Aoy such notice or communication shall be deemed to have been given either
at the time of personal delivery or, in the case of delivery service or mail, as of the date of first attempted deliver at the address
and in the manner provided herein, or in the case of telegram, telex or telecopy, upon receipt.

aArd

14. Term. The term of this Agreement shall be for one (1) month from the September 1, 1993, and from month-
to-month therealter unless terminated in wriling by either party on or before sixty (60) days prior to the end of the term.

15. Complete Agreement. This Agreement contains the entire agreement between Purchaser and Seller. Any
moedification hereto shall be signed by both such parties. )

16. Attorney's Fees.  Seller agrees to reimburse Purchaser upon demand for alt attorney's fees, court costs and
other expenses incurred by Purchaser in enforcing this Agreement and protecting or enforcing its interest in the Acceptable
Accounts or the Collateral, in coflecting the Acceptable Accounts, or in the representation of Purchaser in connection with
any bankruptcy case or insolvency proceeding involving Seller, the Collateral, any Account Debtor, or any Acceptable
Accounl. At the time this Agreement is executed, Seller will reimburse Purchaser for all its attorney's fees and
disbursements, Adjustments, and out-of-pocket expenses incurred in connection with the negotiation, preparation and
execution of this Agrecment,

17. Reimbursable Expenses (CAdjustments™).  Purchaser incurs certain routine expenses in the coursc of
performing its functions with respect to the Acceptable Accounts, a portion of which Purchaser shall be entitled to deduct
from the Reserve Account. However, Purchaser shall not be entitled to any deductions for routine expenses not specifically
listed in this paragraph. The following is an itemization of the routine deductions to which Purchaser shall be eatitled: long-
distance telephone charges, postage, credit reports, wire transfers, overnight mail delivery, UCC and tax lien searches and
filing fecs.

18. Inlerest. If any Obligation is not paid when due, such Obligation shall bear interest at a per annum rate equal
to 18 percent until the earlier of (i) payment in full of such Obligation or (if) entry of a final judgment therefor, at which
time the principal amount of any money judgment remaining unsatisfied shatl accrue interest at the highest rate allowed by
applicable law. Seller and Furchaser intend to contract in strict compliance with applicable usury law from time to time in
effect.  In furtherance thercof such persons stipulate and agree that none of the terms and provisions contained in this
Agreement shall ever be construed to provide for interest in excess of the maximum amount of interest permitted to be
charged by applicable law from time to time in effect. Neither Seller nor any present or futvre guarantors, endorsers, or other
persons hereafter becoming liable for payment of any Obligation hereunder shall ever be liable for uneamed interest thereon ot
shall ever be required to pay interest therzon in excess of the maximum amount that may be lawfully charged under applicable
law from time to time in effect and the provisions of this paragraph shall control over all other,

ot
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GUARANTY

- The undersigned jointly and scverally bereby personally, absolutely and uncenditionally guarantee, the payment and
performance of Seller's representations, warranties and covenants under paragraph 4 of this Agreement and agrees to pay to
Purchaser upon demand all losses, damages and expenses of Purchaser resulting from and/or incurred in connection with the
breach thereof. The undersigned shall be primarily liable for such obligations and Purchaser may invoke the berefits of this
guaranty without pursuing any remedies against Seller and without proceedings against any collateral for such obligation.
Purchaser shall not be required to join Seller in any action against the undersigned with respect to this guaranty or bring any
sepurate action against Seller.

b

R

At
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- SCHEDULE OF ACCOUNTS
DATE: SCHEDULE NUMBER:
S
SELLER: -
BY: :
{original signature required)
Total Number of Accounts Sold
Total Amount Sold
Discount
;_-_ Reserve
ACCOUNT DEBTOR NUMBE INVOICE AMOUNT _INVOICE DATE
S
B
This Schedule of Accounts is presented to Capital Investment Corp. of Panama City (CIC) pursuant to a Purchase
& Sale Agreement between Scller (named above) and CIC said Purchaser & Sale Agreement being incorporated
herein in its entirety.
-
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EXHIBIT B

Ventures Healthcare - ClIC

Receivables Assigned to CiC at
Termination of Fatoring Agreement

Following represents amounts due to VHC as of November 30, 1 097 based on services
provided to each customer thru that date:

Balance
Receivable From: Location ,, Qutstanding
Bridgeway Center, Inc. Fort Walton Beach, FL $ 119,833
Marion-Citrus Mental Health Center Ocala - Marion County, FL 133,583
Escrow fund balance of $81,958 also transferred to CiC 81,959
Total due from M-C MHC - Ocala $ 215,542
Marion-Citrus Mental Health Center Invemess - Citrus County, FL $ 132,744
Lakeside Alternatives Orlando, FL $ 158,607
Meridian Mental Health Center Gainesville, FL Unknown
Total Receivables Assigned $ 626,826

Note that balance above; net of amounts CIC owed to VHC at 1 1/20/97, net of VHC obligations
that CIC assumed, net of balances written off as bad debt in prior years, is $289,007.
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Ventures Healtheare, Inc.

invoice for services provided to
- Bridgeway Center, Inc. thru November 30, 1997

Actlvity for fiscal year end June 30, 1996:
Fess earned and expenses incurred for fiscal year end June 30, 1996 * $ 25155675
L ess: Payments received during fy '86 ** (186,860.00
Balance outstanding and due June 30, 1996 $ 64,696.75
Activity for fiscal year end June 30, 1997:
Less: Payments recgived during fy ‘97 for service prior to 6/30/96 ** $ (64,696.75
Add: Fees eamed and expenses incurred for fiscal year 1997 * 286,203.55
L ess: Payments received during fy '97 for service after 6/30/36 (thru 7/16/97) ** (181,791.12
Add: Payments made by VHC to Bridgeway to assist cash flow (ck # 1588 12/30/96 14,821.00
Net Activity for fy 'S7 % 55,236.68
Balance outstanding and due from Bridgeway as of 11/30/987 for
service from inception of program thru 6/30/97 $  119,933.43
* See daily detail attached
« Receipts from Bridgeway as follows:
Date Date
Received  FY'S6 Received ~ FY'S7
Nov-85 $9,391 01-Aug-96  §$18,824
Dec-95  $11,715 13-Sep-96  $27,156
Jan-98  $31,364 30-Sep-97  $25,254
Mar-96  $52,485 22-0Oct-96 $438
May-96  $19,078 05-Nov-96  $19,585
Jun-g8  $62.817 19-Nov-86 $125
$186.860 02-Jan-87  $34,335
08-Jan-87  $18,5086
05-Feb-97  $16,540
03-Mar-97  $13,136
13-Mar-g7 $2,785
31-Mar-97  $13,024
28-May-97  $11,444
10-Jun-97  $13,677
18-Jun-97 $155
24-Jun-97 $1,765
03-Jul-97 $1.121
16-Jul-97  $11,597
06-Aug-S7  $17,010 ForFY.'S6 ForFY '97
$246,488 $64697 $181.701
01M12/98 05:17 PM INV1197.WK4
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Ventures Healtheare, Inc.

Invoice for services provided fo Marion-Citrus MHC
Marion County PHP through November 30, 1997

Following is an analysis of fees eamed and expenses incurred based on the
terms of contract from inception 10 November 30, 1997:

Fees eamed and expenses incurred for fiscal year end June 30, 1995 * $ 237,174

Less: Adjustment indemnity FY's5 ; (17,586)
Less: Payments received during fy ‘95 * (97,931)
Balance outstanding and due June 30, 1995 $ 121,647 B
Less; Payments received in fy '96 for 'fy 95 services * (121,647) ST -
Fees eamed and expenses incurred for fiscal year end June 30, 1996 * 247,113
Less: Payments received during FY'96 for services provided in 'fy 96 * (101,257)
Batance outstanding and due June 30, 1996 $ 145,856
Less: Payments received in fy '97 for 'fy S6 services ** (145,855)
Fees eamed and expenses incurred for fiscal year end June 30, 1897 * 250,119
Less: Payments received during FY'97 for services provided in 'fy 87 we {65,983)
Balance outstanding and due June 30, 1897 $ 184,136
L ess: Payments received in fy '98 for ‘fy 97 services ™" (73,433}
Fees earned and expenses incurred for FY '98 thru November 30, 1997 * 104,840
Less: Payments received during FY'98 for services provided in FY'88 ** 0
Balance outstanding and due November 30, 1997 $ 215,542
Less: Balance Held in Escrow at November 30, 1997 (assigned to CIC) (81,959)
Net Balance due to VHC (net of escrow) at November 30, 1897 S 133,583
* See detail attached
= Raceipts from Marion Citrus as follows:

15-Jui-97 $23,638.98

22-Jul-97  1,455.30
06-Aug-97 15,527.50

28-Qct-97 32,810.60

0.00 forfy'e? for fy 68
7343338 73,433 0
01/12/98 04:05 PM INV1197 WK4
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Ventures Healtficare, Tnc.

Invoice for services provided to Marion-Citrus MHC
Citrus County PHP through November 30, 1997

Following is an analysis of feeé earned and expenses incurred based on

terms of contract from inception to November 30, 1997 - Inverness:

Fees earned and expenses incurred for fiscal year end June 30, 1997 * $ 199,543

Less: Payments received during fy '97 = . 97,296
$ 102,247

Balance outstanding and due June 30, 1997

Less: Payments received in FY'98 for service FY'97 (52,198)

Fees earned and expenses incurred for fiscal year end June 30, 1998 * 82,695
0

Less: Payments received in FY'98 for service FY'28
Balance cutstanding and due November 30, 1997 $__132,744

* See detaijl attached

“* Receipts from Marion-Citrus MHC as follows:

22-Jul-g7 $20,440

04-Sep-97 19,259

28-Oct-97 12,499 EY'g7 FY'as
£52,198 22,198 0

712198 04:11 pM INV1197. Wi4




81/12/1938 13: a4 9844563413 JD;H
' PAGE 24

Vertures Healthcare, Inc.

Invoice for services provided o Lakeside Alternatives
Orlando PHP through November 30, 1997

Following is an analysis of fees eamed and expenses incurred based on
tarms of contract from inception to November 30, 1997:

'Fees eamed and expenses incurred for fiscal year end June $ 105422
0

Less: Payments roceived during fy ‘97
Balance outstanding and due June 30, 1997 $ 105,422

Less: Payments received in FY'98 for FY'97 service (39,124)
Fees eamed and expenses incurred for FY 28 108,031
. Less: Payments received in FY'98 for FY'98 service (13,721)

Balance outstanding and due November 30, 1997 $ 158607

* See detail attached

«* Receipts from | zkeside as follows:

11/18/97 13,721
01/12/98 , 03:57
:57 PM INV1097. WK4
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’ EXHTIEIT C
"~
MANAGEMENT SERVICES ACRFEMENT
e :

£ This Management Services Agreement (the "Agreement") effectiveas of the
o 5 &
Z day of _Ju /s , 1996 (“Effective Date”) and entered into by and

between Marion-Citru¢/Mental Health Centers, Inc. (“MCMHC") and Ventures Healthcare of Gaines
ville, Inc. {(“Ventures”).

WITNESSETH:

WHEREAS, Ventures is a Florida corporation that develops, manages, and operates partial
psychiatric hospital programs for adult patients;

WHEREAS, MCMHC is a Florida not for profit corporation owning and operating a full service
mental health facility located in Ocala, Florida; and

WHEREAS, MCMHC desires to develop, operate and maintain a geriatric partial
hospitalization program at its facility ("Program”) in Citrus county and MCMHC and Ventures
mutually desire to establish a contractual relationship whereby Ventures shall provide, in accordance
with the terms and conditions of this Agreement, certain management and administrative services
relating to the Program consistent with the purposes and policies of MCMHC and all applicable laws
and regulations.

NOW. THEREFORE, in consideration of the promises and agreements contained in this
Agreement, and other good and valuable consideration, the receipt and adequacy of which are hereby
N forever acknowledged and confessed, the parties agree as follows:

AGREEMENT

1. Recitals. Each of the above recitals is true and correct and by reference made a part
* of and incorporated into this Agreement.

2 Scope of Agreement. This Agreement is limited solely and strictly fo MCMHC's
engageament of Ventures to provide those specific services sef forth in this Agreement. MCMHC, acting
through its Board of Directors and officers, shall at all times exercise and retain ultimate authority
and control over the assets and operations of the Program, including contrel over operating and capital
expenditure, budgets of the Program and operating policies and procedures relating to the Program,
subject to the terms and provisions of this Agreement. Ventures agrees to abide by all program policies
and procedures, provided that MCMHC shall not adopt any policies and procedures that materially
inerease the cost of performing Ventures’ obligations hereunder.

3. Ventures' Duties. Please refer to Exhibit “A” of this Agreement for the specific duties
set forth.

4. Termof Agreement, Unless texminated earlier pursuant to Section 15 of this Agreement,
the term (“Term") of this Agreement shall be for a period of two (2) year commencing as the effective
date and ending as of the anniversary of such date.

5. Ventures” Compensation. During the Term of this Agreement In consideration for the

Management Services rendered by Venturcs pursuant to Section 3 of this Agreement, Ventures shall be

~— compensated in accordance with Schedule 1 to this Agreement. During the Term and any Rencewal Termy,
Ventures' compensation shall be reviewed by the parties every year and, upon mutual agreement of
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both parties, adjusted based on considerations including, but not limited to, changes in operational
and/for ancillary costs assoclated with the program, and changes in anficipated revenue
~ rotwithstanding MCMFC's reasonable efforts to bill and collect for services rendered to program
patients. Compensatzon due for Managemcnt Services will be paid following receipt of payment for
patient services by third party payors, limited to the ratio of Ventures' estimated net management fee
to MCMHC's estimated annual cost (based on current estimates, receipts will be distributed 50% to
MCMHC and 50% to Ventures). In no event will Ventures receive more than management fee earned.

51 In the event that any payer that reimburses MCMHC on a cost basis disallows
reimbursement of any portion of the Management Fee for any fiscal year {or portion thereof} during
which Ventures has or had a program responsibility under this Management Services Agrecment,
Ventures shall pay MCMHC the disallowed amount of the Management Fee. In the event that "Cost
Allowed by Medicare” {(defined as total "Cost of Providers Services" per Worksheet D of the medicare
cost report reduced by Ventures Management Fee allowed by Medicare) is less than MCMHMC “Expeacted
Cost™ {defined as the difference in $530,000 and the Management Fee charged by Ventures); then
Ventures agrees to indemnify MCMHC for 50% of the difference in Cost Allowed by Medicare and
Budgeted Cost (Sce Schedule 2 for example calculation of indemnity). Notwithstanding the foregoing,
the amount that Ventures is required to pay MCMHC under the prior sentenice shall be reduced by the
amount disallowed due to the failure of MCMHC to accept the recommendations of Ventures corceming
either the amount of charges for program services ar for non-acceptance/discharge of Patients to/from
the Program. In addition, the amount Ventures is required to pay shall not exceed the management fee
hereunder. If any third party payer notifies MCMHC of its intention to disallow or seek recoupment of
any amount claimed or received by MCMHC as reimbursement for administrative and general costs,
Ventures shall be promptly notified and entitled to participate in the defense of any such attempt to
disallow or recoup such reimbursement. .

52 In order to assure MCMEIC of Ventures' ability to repay any disallowed amounts,
N Ventures shall deposit a portion of its fee into an interest bearing escrow account to be held /controlled
by MCMHC until Final Nctice of Program Reimbursement (NPR) is completed by the Medicare
intermediary. The escrow fund (including interest) plus any discounts withheld by Medicare shall not
exceed 25% of Ventures' Management Fee. See Schedule 3 for an example of the calculation of sharing of

receipts and funding of escrow.

6. illi i Ventures will provide all billing and collection services for
patients of the Program in accordance with its billing practices and procedures.

7. Patient Charges. Fees and charges for MCMHC's services to patients shall be
established by MCMEHC after considering the recommendations of Ventures, which recommendations
shall take into account customary and similar charges of similar health care providers.

8. Stapdard of Care. In the performance of its services, Ventures shall exercise the same
standard and degree of care as is normal, customary and reasonable for providers of these services
generally. In this regard, Ventures will not knowingly cause MCMEHC to viclate any statue, ordinance,
law, rule, regulation or order of any governmental or regulatory body having jurisdiction over the
premises regpecting the Program, or other requirements of the local Board of Fire Underwriters or any
agency which may hercafter exercise similar functions. .

81 Ventures shall have no liability to MCMHC for any decisions made with respect to or
any actions taken in connection herewith so long as such decisions or actions were made or taken in good
faith and in accordance with the standards of care described in this Section. Ventures shall beliable
for and hold MCMHC harmless from any liability for any decision made based on the advice or
recormmendaton of Ventures which decision violates any statute, ordinance, law, rule, regulation or

~ order of any governmental or regulatory body having jurisdiction over the program.
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B2 This Agreement and all rights, duties, and responsibilities of each and every party
hereto are subject to applicable federal, state, and local laws, rules, regulations, and guidelines with

which parties all agree to comply.

9. Medical Staff Privileges. All physicians who are members of Ventures” medical
staff shall become members of MCMIC’s medical staff and shall be subject to MCMHC'S
credentials policy. Such physicians shall be and remain accredited and certified by all
appropriate governmental and medical associations and agencies. Ventures shall make available
to MCMHC proof of insurance for the Medical Directors of the Program.

10.  Independent Contractor Status. It is expressly acknowledged by the parties that
Ventures, its employees, and its staff are independent contractors and nothing herein shall be deemed or
construed to create an agency, employee-employer, or partnership or joint venture relationship with

MQOQMHC.

11 Use of Premises. Ventures’ employees and staff shall be permitted access to comumon
areas, lounges, restrooms, and other commen facilities of MCMHC's entire premises. Ventures”
employees and staff shall have equal use of MCMHC's parking facilities.

12, Access to Records.  To the extent permissible by law, Ventures and MCMHC shall have
equal access to all patient records, charts and business records relating to all patients served by
Ventures. All patient records, charts and business records shall be kept in strict confidence and shall not

i be released or otherwise disclosed to any third party without the express written consent of the

! patient.  In the event the Secretary of the Department of Health and Human Services and/or the

* United States comptroller General, or their duly authorized representatives are entitled to access to
any directly pertinent books, documents, papers, and records of Ventures involving this Agreement,
Ventures agrees to make the same available for inspection In a¢eordance with the terms and
requirements of applicable law. ’

13. Confidentiality. MCMHC, its agents, officers, emnployees and affiliates, shall not use
or disclose to others during the term of this Agreement or any time following its termination, except as
expressly consented to In writing by Ventures or as required by law, any secrets or confidential medical,
personal, personnel, technological, or proprietary information, patient information, or trade secrets of
Ventures obtained by MCMHC through association with Venttures. At all times, both parties agree to
maintain patient confidentiality consistent with applicable state and federal laws. MCMHC further
agrees that upon termination of this Agreement, it shall neither take nor retain, without prior written
authorization from Ventures, any policies, protocols, or procedures of any kind that were furnished to
MCMHC by Ventures. Without limiting other possible remedies to Ventures for the breach of this
covenant, MCMHC agrees that an injunction or other equitable relief shall be available to enforce this

covenant.

14. Indemnification, MCMHC shall not be responsible or liable for any damages
resulting from acts or omissions of any personnel employed by Ventures under any theory of imputed
negligence or otherwise, and Ventures shall indemnify MCMHC, its trustees, officers, agents and
employees for, defend them against and hold them harmless from any and all claims relating to acts or
omissions of personnel employed by Ventures, and from all costs, attomney fees, expenses and liabilities -
incurred by them in connection with such claims, and in the defense of any action or proceeding brought
thereon provided, however, that Ventures shall not be responsible or liable for any acts or omissions
of such persanincl performed or not performed at the speclfic direction of MCMHC, and MCMHC shall
indemnify Ventures, its directors, officers, agents and employees, defend them against and hold them
harmless from any costs, expenses or liabilities arising therefrom to the same extent as stated
above. Venturcs shall notbe lizble for any acts or omissions of any personnel employed by MCMIC,

N~ and MCMHC shall indemnify Ventures, its directors, officers, agents and employces for, defend them
against and hold them harmless from any and all claims relating to acts or omissions of personnel
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employed by MCMHC and from all costs, attomey fees, expenses and liabilitics incurred by Manager
in connection therewith or in the defense of any action or proceeding brought thereon provided,

— however, that MCMHC shall not be responsible ar liable for any acts or omissions of such personnel
petformed or not performed at the specific direction of Ventures, and Ventures shall indemnify
MCMHC, its directors, officers, agents and employees, and defend them against and hold them
harmless from any costs, expenses or liabilities arising here from to the same extent as stated above.
The indemnification rights under this Agreement shall be in addition to any rights or remedies that
may be available to the parties under general legal or equitable principles in the absence of an express
agreement, and this Agreement shall not be construed to limit any such rights or remedies.

14.1 At any time during the term, either party, upon thirty (30) day’s prior written notice to
the other party, shall be provided with that party’s Certificates of Insurance evidencing insurance
coverage applicable to the Program. Certificates of Insurance will be supplied evidencing insurance for
public liability, including professional liability, premises and personal injury, with limits not less
than $1,000,000 occurrence, occurrence or claims made basis. Ventures will supply MCMHC with
aggregate limit not less than $3,000,000. Except that, if the policy carries a location/operations
aggregate, then the aggregate limit may be equal to the per occurrence limit, all in companies approved
by the certificate holder and providing that not less than sixty (60) days cancellation or non-renewal
notice will be given the certificate holder.

15. Termination, This Agreement may be terminated prior to the expiration of the Term
or any Renewal Term of this Agreement as set forth in Section £ as follows:

(a) Material Breach. This Agreement may be terminated upon the occurtence of a
material breach of this Agresment. Except in the case of a breach that may result in any harm or injury
to the health and safety of patients of the Program in which case this Agreement shall immediately -

~ and automatically terminate, in the event of a breach hereunder, the breaching party shall have
fifteen (15} days following written notice to cure such default ("Cure Period"). If such default is not
cured within the Cure Period, this Agreement shall terminate upon the expiration of the Cure Peried.

(t) Changeinlaw. The parties have entered into this Agreement after good faith,
arm’s length negotiations. This Agreement is intended to comply with existing state and federal law.
However, the parties acknowledge that the existing law and regulations may change and that the
courts or state or federal agencles with appropriate jurisdiction may change their interpretation of
existing law. Upon the enactment or amendment of any state or federal law or regulation, or upon
the issuance of any judicial or interpretive ruling of any existing state or federal law or regulation, that
prohibits the continuation of this Agreement, or otherwise dictates a significant change in the
compensation arrangement as set forth herein, the parties shall use their best efforts during a thirty
(30) day period thereafter to mutually agree to such amendments to the Agreement as to permit its
valid, legal and financially viable continuation.  If after such thirty (30) day period, the parties are
unable to agree to amend the Agreement, this Agreement shall automatically terminate.

(9 Financial Viability_of Program. Atany time subsequent to three (3) months after

the Effective dale, either parly may terminate this Agreement upon its reasonable and good faith
determination that continued operation of the Program Is not financially viable, For purposcs of this
provision, the Program shall be considered not to be financially viable if one or both partics would
suffer significant financial hardship should the Agreement remain in effect.

16. Effect of Termination. In the event of a termination of this Agreement, neither party
shall have any further obligations under this Agreement from and after the effective date of
termination, other than payments or benefits accrued and due and payable to Ventures prier to the
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effective date of termination, provided, however, the cbligations between MCMHC and Ventures under
Itemn 5, Compensation, Item 12, Access to Records, Item 13, Confidentiality, Item 14, Indemnification,
~r shall continue.

17. Coverning Law. This Agreement shall be interpreted, construed, and enforced pursuant
to and in accordance with the laws of the State of Florida, and Marion County, Florida shall be the
sole and exclusive venue for any Ltigation, or other proceeding between the parties in connection with,

or by reason of this Agreement.

18, Assignment. This Agreement may be assigned by either party, in whole oz
in part, to any affiliate, successor, subsidiary or other entity, including but not limited to, any
entity in which either party becomss a joint venture partner, upon the prior written approval of the

other party.

15. Notices, Any notice, demand, or communication required, permitted, or desired to
be given hereunder shall be deemed effectively given when personally delivered, delivered via
overnight courier, or mailed by prepaid certified mail, retum receipt requested, addressed as follows:

As to MCMHBC: Russell Rasco, Bxecutive Director
Marion-Citrus Mental Health Centers
P.O. Box 1330
Ocala, Florida 34478

- .
As to Ventures: William A. Parsons, Jr.,, Ph.D.
President
Ventures Healthcare of Gainseville,
Inc.
or to such other address, and to the attention of such other person or officer as either party may
designate by written notice.
20. Execution. This Agreement and any amendments shall be

in writing and may be executed in multiple copies. Each multiple copy shall be deemed an original,
but all multiple copies together shall constitute one and the same instrument.

21. Entire Agreement, With respect to each party’s obligations relating to the Program,
this Agreement supersedes all previous contracts and comstitutes the entire agreement between the
parties. No oral statements or prior written material not specifically incorporated in this Agreement
shall be of any force end effect, and ro changes in or additions to this Agreement shall be recognized
without the specific written consent of MCMHC and Ventures.

2. Construction, ~ Whenever the context of this Agreement requires, the gender of all -
words shall include the masculine, feminine, and neuter, and the number of all words shall include the
singular and the plural. This Agreement ghall be construed without regard to any presumption or

other rule requiring
construction against the party causing this Agreement to be drafted. The headings contained in

this Agreement are for reference purposes only and shall not affect in any marmer or way the meaning or
- interpretation of this Agrecment.
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23. Lifigation: Costs. in the cvent of any litigation, including any appeals, with
regard to this Agrcement, prevailing party shall be entitled to receive from the other party and
S the other party shall pay all reasonable fees, costs and expenses of counsel for the prevailing party.

24 Time of Essence. Time shall be of the essence with respect to this Agreement.

25, Authoritv/Execution. Each signatory to this Agreement represents and warrants that
he possesses all necessary capacity and authority to act for, sign, and bind the respective entity or
person on whose behalf he is signing,

IN WITNESS WHEREOE, the parties heretc have signed this Agreement to be executed in
multiple orizinals to be effective as of the day and yéar first above written:

Marion-Citrus Mental Health Centers, Inc.

By: Co
Russell Raseo, Executive Director
Ventuces Hea e of Gat ite, Inc.
By: A/ el N v Vgl
William A. Parsons, Jr., Ph.D. /
~—
o
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EXHIBIT "AZ

Yentures’ Duties. Subject to the foregoing, MCMHC hereby dclegates to Vertures the
authority to supervise the day-to-day operations of the Program and to perform the specific duties set
forth herein, Ventures ghall provide to MCMHC a competent person, who shall be an employee of
Ventures to serve as Administrative Director of the Program. The Administrative Director shall :

1 Supervise and manage the operations of the Program and its personnel
subject to Section 2 hereof and be accountable to the MCMHC Board of Directors.

(2) Comummunicate with ~ the Officers and the Board of MCMHC
appropriately to keep them informed of the affairs of the Program.

{3) Review and analyze existing systems and procedures of the Program
and recommend changes where and when appropriate in the following areas:

(i) Financial policies and procedures;

(ii)  Operating policies and procedures;
(iii) Personnel policies and procedures;

{iv) Medical staff structure.

(4) Be responsible for supervising personnel administration, staff
recruitment, and manpower development. In this capacity, the Administrative Director
— shall hire qualified and competent personnel on behalf of MCMHC. All such employees
shall be employees of MCMHC, but the Administrative Director shall act as agent for
MCMHC with respect to the hiring, supervision, and termination of MCMHC
employees.

(5) Be responsible for supervising the development of a long-range plan for
the Program.

(6) Supervise the procurement by MCMEIC of all services and supplies
reasonably necessary to the proper operation of the Program.

@ With the approval of MCMHC, direct the incurrence of capital
expenditures and obligations of the Program.

8) Supervise the maintenance of proper books, records and accounts with
respect to the Program and its operations in such form as may reasonably be required by
MCMHC.

{9) Supervise the preparation of and submit to the Board of Directors of .
MCMHC appropriate financial statements, including an annual balance sheet and
income and expense statement which shall be prepared in accordance with generally
accepted accounting principles.

{10) Supervise the preparation of and submit to the Board of Directors of
MCMHC a proposed annual operating budget for MCMHC.
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"

: (11} A. Develop procedures for the billing and collection of the patient
. coypay that comply with the parameters laid down by Medicare Part A. Fumish the
power to carry out these processes.,

B. Through,Drs. Billing Service, Ventures will provide the billing
. saTLce for the physician employed by Marion-Citrus Mental Health Centers.

(12) Be responsible for setting up the Frogram, determining the required
medical management personnel and administrative staff support.

. (13) Establish medical management practices, medical oversight procedures
+ angd develop staff medical consultation methods.

i
] (14) Supervise the services of the Medical Director for general oversight.
! (135 Be respomnsible for facility planning, acquisition and management.

: (16) Recruit psychiatrists to provide sufficient medical/psychiatric support
fog program. All direct physician services to patients shall be billed separately by the
phiysician to the patient.

(17) Assure that individual treatment plans are appropriately developed.

(18) Constantly review and note approval and/or needed modification of
grqup therapy methods.

(19)  Provide sccurity and oversight of the on site pharmacy.

~—
(20) Assure that patients are given medication as prescribed by their
ph‘ysxc:an '
" (21) Maintain necessary nursing consultation and oversight.
{22) Provide technical assistance to the clinical staff.
(23) Provide and insure appropriate staff continuing education
(24) Assure proper Medical plan documentation.
(25) When appropriate arrange for provision of a sccond opinion o
treatment consultations.
(26) Insure program Quality is maintained and work for continuous
improvement.
(27) Arrange for the provision of follow up evaluations and consultation
scrvices for discharged patients.
(28) Devise post discharge patient satisfaction surveys and appropriate
feedback to the program as nceded for changes and improvements,
@9 Assist in the preparation of the Cost Report analysis.
-
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{30) Mainkain necessary coordination with Medical Review Sarvices like
Blue Cross Blue Shield for Medicare and others.

1) Maintain necessary liaison with fiscal intermediary (BCBS) for
Medicare.

(32) Provide coordination between or liaison with the Program and other
aging agencies,

(33) Provide training to MCMHC employees regarding admission criteria,
covered services, goals and objectives.

(34) Participate in Partial Hospitalization Industry development projects
in medical analysis, training, group therapy methods, and family interaction therapy.

(35}&“0 ;‘Ia:.?tt;m ;o Nit;vozking program with the new partial hospitalization
programs ughout the Southeas

(36) Provide assistance to other health care providers who deal with the
medical and social health care of geriatric patients.

(37) Geriatric Mental Health Care Needs - Educate the local Govemment
and community medical and social heath care providers and educators through seminars

and select expert speakers.
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S ’ | Schedule 1
~ . Marion-Citrus MHC
Partial Psychlatric Care Centor
Rata Schedule
Invemess
Averago Added Total
Daily Servica Manzgement
Conays BageFea .  Lost Eoe .

Lessthan 7 $14,800 $1,733 $18,539
7 14,800 $2,029 316,829
8 14,800 $2,318 - 317,118
9 14,600 $2,608 $17.408
10 14,800 32898 $17,698
11 14,800 $3,188 $17,988
12 14,800 $3.478 $18,278
13 14,800 $3,767 $18,587
14 - 14,800 $4,057 $18,857
15 14,800 $4,347 $19,147
16 14,800 $4.637 $19,437-
17 14,800 $4,927 $19,727
18 14,800 $5,216 $20,016
19 14,800 $5,506 $20,306 _

\_’ -
|
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o
EXHIBIT “B~
PHYSICIAN RESPONSIBILITIES

Ventures will supervise the provision of medical oversight by the MCMHC miedical director of
the Partial Hospitalization Program. Specific responsibilities of the physician include:

Deavelopment of the treatment protocols
Admission certification on patients in the program

Establishing the discharge <riteria and menitoring of the discharges in
the program

Develop the treatment philosophy of the program and ensure that
treatments provided in the program adhere to that philosophy

Assure clinical integrity of treatment program
Act as Leader for the weekly multi-disciplinary treatment team
Supervise adherence to admission criteria for all patients
S Adpvise Ventures Directors or Marion Citrus Mental Health Centers
Directors of problems or issues affecting the provision of psychiatric services to
patients in the program.
Participate in Quality Assurance Program

The medical director shall guide and supervise the clinical aspacts of the propram under the
contract with Ventures Healthcare. Separate from the administrative duties, the medical director

shall be responsible for billing his or her own patients for direct care services.
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- ’ Schedule 2
Marion-Citrus MHC/Ventures Health Care
Partial Psychlatric Care Center
Budget for Fizcal Year Ended June 30, 1997
Computation of Indemnity
Inverness

1 Total Cost Budgeted ) : 424,000

2 Less:Management Fea Charged {198.468)

3 Net Cost Budgsted 225,532

4 -

$ Actual Cost Aliowed by Medicare “Cost of Providers Sarvices" 352,000

& Less: Management Fes Allowed

7 Net Cest Allowsd by Medicare . 153,632

8

92 Cost Subject to indemnity 72,000
10 Sharing ratio on indemnity 50.00%
11 VHG will indemnify MCMHC 26,000
12 '
13 Management Fes Chargsd 188,468
14 Management Fea Disallowed (pay to MCMHC) Q

15 Management Fee Allowed 198,468

16 "Less:Indemnity for shara of cost disaliowsd {pay to MCMHC) (36,000}
17 Net Management Fee 162,468
18 Monthly Net Management Fee 13,639
19.
20
21
22

o ——— e . w . ww
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Schedule 3
~ Marion-Citrus MHC/Ventures Health Care
Partial Psychiatric Cars Center

Budget for Fiscal Year Ended Junae 30, 1997
Allocation of Recalpts & Funding Escrow
"~ Invamess ,

7 Interien Noathly Payments:
a . Avg. Laysin
9 Coneays Brtn Month
10 Morthly BIlng 7 §583 21 82,688
11 Madcare Intorim Rate Discount (based on cost to charge Rafia) - £4.805 -30.00%
12 Netnital Madkezre 57,881
13 Modicara Discount for Copay & Deductivie * (16,538 -20.00%
}g Net Intarim Paymnenat - Morghly 41244 50.00%
16 Sum of Annwal & Cost Report:
17 Tetal of Monthly Ellings 992,250
18
19 Tetal Cost Alowed an Cont Repart {exxlining Bad Debf) 424000
20 Bad Debts (assume 5% of Copay coleciad) e (=001 )
21 Totul Medicars Shotdd Pay 592883
22 Total Medicare Previsusly Pald 406,125
23 Modicars stil owes for Lump Sum 95,558
24 Discount By Medicars Pending NPR audd 35858 10.00%
25 Net Lump Sum Medcare will pay 88502
28 Totzl Madlcars Pay (Interim & Lump Sun) 583,027
27 Tota! CoPay coflectnd from Potents (15%) 20,788
28 Total Cofectsd Prior to NPR afl sources §12.784
29
a0 Monthly Annual
31 Interim Bllngs- ! 41,344 458,125
32 Parlion Alocatad tos MCMHC 20,672 248 083 50%
33 Portion afocatad ta Ventures 20,872 248 083 50%
34 Calculation of POSSIBLE Escrow:
35 Marmgement Fee Dus. 18,828 201,848
8. Meximum Escrow at 25% 4207 (50487
ar Managament Fes "entifed fo* 12822 151481 75%
38 Management Fes Recaived 672 248063  123%
g . Contribution {o eserow fund 8,050 96,602
41 Aoextion of Lump Sum -
£2 Portica of Lump Sum Aocated to MCNHC 43,451 50%
43 Portion of Lump Sum Allocated o Venkures 43451 505%
&4
435 Caicylation of POSSIBLE Escrow:
48 Managemert Fee Due 201,548
47 Maximum Escrow ot 25% (50,487
ﬁ Management Feo “entitied to* 151481 75%
50 Managemen! Fee Recoivad Intatim 246,003
51 Leasa:Escrow on [rtarim Receipts (s8.802
L7} Management Feo Received from Patiants 14,884
53 Managament Feo Recslved in Lump Sum 43451
4 Total Managemant Fea Recolved 200,798
55 Agdtanal Contriburtion to Escrow Fund = (58335
g Net Management Fae Recelved By Ventures -Befors NPR qudit Js1481 75%
58 * Ta be recevered from Patiants or frem Bad Debt tumed kt as additisnal atowed cost.
esg = Contrixds info eserow furd - to ba relassad upon fingl NPR sudt determination.
€1
€2
€3
&4
&5
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MANAGEMENT SERVICES AGREEMENT

: +
This Management Services Agreement (the “Agreement”) effective as of the / 3~ day of
[/mgir;wss ("Effective Date") and entered into by and between Lakeside Alternatives
(Lakeside) and Ventures Healthcare of Gainesville, Inc. ("Ventures").

WITNESSETH:

WHEREAS, Ventures is a Florida corporation that develops, manages, and operates
partial psychiatric hospital programs for adult patients;

WHEREAS, Lakeside is a Florida not for profit corporation owning and operating a full
service mental health facility located in Orlando, Florida; and

WHEREAS, Lakeside desires to develop, operate and maintain an adult partial
hospitalization program ("Program') and Lakeside and Ventures mutually desire to establish a
contractual relationship whereby Ventures shall provide, in accordance with the terms and
conditions of this Agreement, certain management and administrative services relating to the
Program consistent with the purposes and policies of Lakeside and all applicable laws and
regulations. .

NOW, THEREFORE, in cansideration of the promises and agreements contained in this
Agreement, and other good and valuable consideration, the receipt and adequacy of which are
~ hereby forever acknowledged and confessed, the parties agree as follows:

AGREEMENT

3. Retention of Authority by Lakeside: Representations and Warranties.

(2)  Control Retained by Lakeside. Throughout the Term of this Agreement, Lakeside
through its Board of Directors (the "Board”), shall retain all authority and shall exercise control
over the business, policies, operation, and assets of the Mental Health Service (the “Service"), in
accordance with its Charter and By Laws. Ventures shall perform the services described in this
Agreement in accordance with such of the policies and directives of Lakeside as may be from
time to time provided to it. Ventures shall not be held re?gonsible for any such policies or
directives of which it has not been advised. By entering into this Agreement, Lakeside does not
delegate to Ventures any of the powers, dutles, and responsibilitles vested in the Board by law

or by the its Charter or By Laws.

()  Ventures Reliance on Board Policies. The Board shall communicate all policies
and directives to Ventures and ventures shall rely on and assume the validity of
communications from, and shall report to, the Board, the Chairman of the Board, or a designce
of the Board. All matters requiring professional medical judgments shall remain the
resiomibility of the Lakeside’s Board, Medical Staff and allied health professionals. Ventures

have no responsibility for such judgments.

The relationship between Ventures and Lakeside created by this Agreement is one of
principal and agent. Lakeside and Ventures are not partners, joint venturers, or independent
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contractors, and it is agreed that Ventures is acting solely as the agent of Lakeside in
- performing services to be provided by Ventures hereunder,

2. VENTURES Duties. Please refer to Exhibit “A” of this Agreement for the
specific duties set forth,

3. Term of Agreement. Unless terminated earlier pursuant to Section 16 of this
Agreement, the term (‘Term”} of this Agrecement shall be for a period of two (2) years,
commencing as of the date operation of the program begins (Effective Date). Thereafter, this
Agreement shall automatically renew for additional two (2) year periods ("Renewal Term®),
unless written notice of the intent to terminate is sent by either party fo the other at least sixty
(60) days prior to the applicable anniversary of the Effective Date.

4 VENTURES’ Compensation. During the Term of this Agreement in consideration
for the Management Services rendered by Ventures pursuant to Section 2 of this Agreement, and
as reimbursement for expenses paid by Ventures on behalf of Lakeside, Ventures shall be
compensated in accordance with Schedule 1 to this Agreement. During the Term and any
Renewal Term, Ventures’ compensation shall be reviewed by the parties on the first anniversary
after operations have begin and, upon mutual agreement of both parties, adjusted based on
considerations including, but not limited to, changes in operational and/or ancillary costs
associated with the program, and changes in anticipated revenue. Recognizing the cash flow
difficulties for both parties the payment for Management Services and associated expenses will
be paid immediately following receipt of payment for patient services by third party payers.
This delayed payment will be distributed 57% to Lakeside and 43% to Ventures. Once
Ventures’ fees have been paid, Lakeside shall retain 100% of the remainder.

41. VENTURES' Warranty. Ventures recognizes that Lakeside is relying on Ventures
experience and expertise. Lakeside is specifically relying on Ventures for adequate staff
training and implementation of reasonable oversight controls to ensure that all patients treated
in the program meet clearly defined admission criteria and that the treatment provided is
appropriate for each patient. Ventures warrants that in the event that patient claims are
dissallowed due to inappropriate admission, or charges for inappropriate services, Ventures
will make “best efforts” to remedy the dissallowance and appeal enials. If all reasonable
efforts prove unsuccessful, Ventures agrees to reduce its’ fee by an amount equal to 43% of
Lakesides’ costs applicable to these denied claims.

5. Patient Charpes. Fees and charges for Lakeside’s services to patients shall be
established by Lakeside after considering the recommendations of Ventures, which
recommendations shall take into account customary and similar charges of similar health care
providers.

6. Standard of Care. In the performance of its services, Ventures shall exercise the
same standard and degree of care as is normal, customary and reasonable for providers of
these services generally, In this regard, Ventures will not knowingly cause Lakeside to violate
any statute, ordinance, law, rule, regulation or order of any governmental or regulatory body
having jurisdiction over the premises of the Program, or other requirements of the local Board of
Pire Underwriters or any agency which may hereafter exercise similar functions.

Ventures shall have no liability to Lakeside for any decisions made with respect to
or any actions taken in connection herewith so long as such decisions or actions were made or
taken in good faith and in accordance with the standards of care described in this Section.

2
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-
- )

This Agreement and all rights, duties, and responsibilities of each and every party
- hereto are subject to applicable federal, state, and local laws, rules, regulations, and guidelines
with which parties all agree to comply.

7. Medical Staff Privileges. All physicians who are members of Ventures’ Medical
staff shall become members of Lakeside's medical staff and shall be subject to Lakeside' s
credentials policy. Such Physicians shall be and remain accredited and certified by all
appropriate govermmental and medical associations and agencies and carry insurance in the
amount of $1,000,000 per incident and $3,000,0000 per aggregate.

B. Covenant Not to Hire: Lakeside will not permit any of its Affiliates to employ, or
offer to employ, any Ventures Personncl until one year following the termination or expiration of
the Term of this Agrecement {(and any extension period) unless (i} such Personnel were
employees of Lakeside immediately prior to their becoming Ventures Personnel or (if) Ventures
gives its prior written consent thereto. Likewise, Ventures will not permit any of its affiliates to
employ, or offer to employ, any Lakeside personnel until one year following the termination or
expiration of the Term of this Agreement unless the Lakeside gives its written consent therato.
The parties recognize and agree that monetary damages are not an adequate remedy for a
breach by a party of this covenant not to hire employees of the other party. The parties agree
that irreparable damage will result to a party and its business from a breach of this covenant by
the other party and fhat in the event of a breach or a threatened breach of this covenant, in
addition to monetary damages, the injured party shall be entitled to an injunction enjoining the
other party from violating this covenant. .

9. Use of Premises, Ventures’ employccs and staff shall be permitted access to
comman areas, lounges, restrooms, and other common facilities of Lakeside's entire premises.
Ventures employees and staff shall have equal use of Lakeside’s parking facilities.

10. Access to Records. To the extent permissible by law, Ventures and Lakeside shall
have equal access to all patient records, charts and business records relating to all patients
served by Ventures. All patient records, charts and business records shall be kept in strict
confidence and shall not be released or otherwise disclosed to any third party without the
express written consent of the patient. In the event the Secretary of the Department of Health
and Human Services and/or the United States comptroller General, or their duly authorized
Tepresentatives are entitled to access to any directly pertinent books, documents, papers, and
records of Ventures involving this Agreement, Ventures agrees to make the same available for
inspection in accordance with the terms and requirements of applicable law.

11. Confidentiality. Lakeside, its agents, officers, employees and affiliates, shall not
use or disclose to others during the term of this Agreement or any time following its
termination, except as expressly consented to in writing by Ventures or as required by law,
any secrets or confidential medical, personal, personnel, technological, or proprietary
mé.rmaﬁon, atlent information, or trade secrets of Ventures obtained by Lakeside through
assoclation with Ventures. Lakeside further agrees that upon termination of this Agreement,
it shall neither take nor retain, without prior written authorization from Ventures, any policies,
protocols, or procedures of any kind that were fumnished to Lakeside by Venturcs. Without
limiting other possible remedics to Ventures for the breach of this covenant, Lakeside agrees

N~ that an injunction or other equitable relief shall be available to enforce this covenant, and such
relief to be without the necessity of posting a bond, cash or otherwise.

3
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et 12. Indemnification. Ventures and Lakeside agree to indemnify and hold the other
' harmless from and against any liability, laws, damage, causes of action, costs and expenses,
including reasonable attorneys’ fees arising out of or in any way connccted to any negligent or
intentionzal act or omisslon or any other wrongful conduct by the other party, its agents,

servants or employees in the performance of any obligations under this Agreement.

121  Evidence of Insurance. At any time during the term, either party, upen
thirty (30) day’s prior written notice to the other party, shall be provided with that party’s
Certificates of Insurance evidencing insurance coverage applicable to the Program. Cerhficates
of Insurarice will be supplied evidending insurance for public liability, including professional
liability, premises and sonal injury, with limits not less than $1,000,000 occurrence,
occurrence or claims made basis.  Ventures will supply Lakeside with aggregate limit not less
than $3,000,000. Except that, if the policy carries 2 location/operations aggregate, then the
aggregate limit may be equal to the per occurrence limit, all in companies approved by the
certificate holder and providing that not less than sixty (60} days cancellation or non-renewal
notice will be given the certificate holder. Ventures also agrees to name Lakeside as co-insured
on its policy and Lakeside agrees to name Ventures as co-insured on its policy.

13. Termination. This Agreement may be terminated prior to the expiration of the
Term or any Renewal Term of this Agreement as set forth in Sechion 4 as follows:

(a) Material Breach. This Agreement may be terminated upon the occurrence of
a material breach of this Agreement. Except in the case of a breach that may result in any harm
or injury to the health and safety of patients of the Program in which case this Agreement shall
Seer immediately and automatically terminate, in the event of a breach hereunder, the breaching
Ffarty shall have thirty (30) days following written notice to cure such default ("Cure Period").
such default is not cured within the Cure Period, this Agreement shall terminate upon the
expiration of the Cure Period.

rd

(b) Change inLaw. The parties have entered into this Agreement after good
faith, arm’s length negotiations. This Agreement is intended to comply with existing state and
federal law. However, the parties acknowledge that the existing law and regulations may
change and that the courts or state or federal agencies with appropriate jurisdiction may change
their interpretation of existing law. Upon the enactment or amendment of any state or federal
law or regulation, or upon the issuance of any judicial or interpretive ruling of any existing state
or federal law or regulation, that prohibits the continuation of this Agreement, or otherwise
dictates a significant change in the compensation arrangement as set forth herein, the parties
shall use their best efforts during a thirty (30) day period thereafter to mutually agree to such
amendments to the Agreement as to permit its valid, legal and financially viable continuation.
If after such thirty (30) da{aieriod, the parties are unable to agree to amend the Agreement, this
Agreement shall automatically terminated.

(©) “This agreement will be terminated if Lakeside , or Ventures, ceases fo
operate the program. Both Ventures and Lakeside intend to continue the operation of the
program as long as the program is providing appropriate, effective clinical services, is cost
efficient and ecanomically viable. In determining the appropriateness, effectiveness and cost
efficiency of the program, Lakeside will utilize the same measures used to evaluate other
programs including but not limited to the following: appropriateness of client admissions and

—r length of stays, quality of treatment and treatment records, customer satisfaction and outcome
measures, per diem and episode costs and program revenues. The parties shall use their best

4
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efforts during a thirty (30) day period thereafter to mutually agree to such amendments to the

~ Agreement as to permit its valid, legal and finandielly viable continuabon. If after such thir
(30) day period, the parties are le to agree to amend the Agreement, this Agreement s
automatically terminate. ‘

(d) Ventures and Lakeside are both relying on an assertion from and
independent consultant, that Lakeside has a valid Medicare filing number which may be
actuated immediately. Decause re-application for a new Medicare number may cause
significant additional delays in cash flow; either party may terminate this agreement if it is
determined that the existing Medicare number is not valid.

14,  Effect of Termination. In the event of a terminakion of this Agreement, neither

party shall have any further obligations under this Agreement from and after the effective date
of termination, other than payments or benefits accrued and due and payable to Ventures prior

o the effective date of termination.

15. Goveming Law. This Agreement shall be interpreted, construed, and enforced

ursuant to and in accordance with the laws of the State of Florida, and Orange County,

orida shall be the sole and exclusive venue for any litigation, or other proceeding between the
parties in connection with, or by reason of, this Agreement.

16. Assionment. This Agreement may be assigned by either party, in whole or in part,
to any affiliate, successor, subsidiary or other entity, including but not limited to, any entity in
N which either, glarty becomes a joint venture partrier, upon the prior written approval of the
other party, which approval sha}l not be unreasonably withheld.

17. Notices. Any notice, demand, or communication required, permitted, or desired to
be given hereunder shall be deemed effecﬁvzg given when personally delivered, delivered via
overnight courier, or mailed by prepaid certified mail, return receipt requested, addressed as
follows:

As to Lakeside: Daune Zimmerman
Lakeside Alternatives, Inc.
807 Morse Blvd.
Winter Park, FL. 32789

As to Ventures: William A. Parsons, Jr., President
" Venhires Healthcare of Gainesville, Inc.

227 Harrison Avenue
Panama City, Florida 32405

or to such other address, and to the attention of such other person or officer as either party may

designate by written notce.

5
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18. Amendments and Agreement Execution.  This Agreement and any amendments
< shall be In writing and may be executed in multiple copies. Each multiple copy shall be deemed
an original, butall multiple copies together shall constitute one and the same instrument.

19.  Entfire Agreement. With respect to each party’s obligations relating to the
Program, this Agreement supersedes all previous contracts and constitutes the entire
agreement between the parties.  No oral statements or priar written material not specifically
incorporated in this Agreement shall be of any force and effect, and no changes in or additions
%3 this Agreement shall be recognized without the specific written consent of Lakeside and

enfures. ’

20. Constructon. Whenever the context of this Agrecment requires, the gender of all
words shall include the masculine, feminine, and neuter, and the number of all words shall
include the singular and the plural. This Agreement shall be construed without regard to any
presumption or other rule requiring construckton against the party causing this Agreement to be
drafted. The headings contained in this Agreement are for reference purposes only and shall
not affect in any manner or way the meaning or interpretation of this Agreement.

- 21, Litigation; Costs.  In the event of any litigation, indudinﬁ- any appeals, with
regard to this Agreement, the prevailing party shall be entitled to receive from the other party
and the other party shall pay all reasonable fees, costs and expenses of counsel for the

prevailing party.

22, Time of Bssence, Time shall be of the essence with respect to this
. Agreement,

23.  Authonity/Bxecution. Each signatory 0 this™™ Agtéement represents and '
warrants that he possesscs all necessary capacity and  authority to
act for, sign, and bind the respective entity or person on whose behalf he is signing.

IN WITNESS WHEREOF, the parties hereto have signed this Agrcement to be executed
in multiple originals to be effective as of the day and year first above written:

B y: C\.)d’%

s a8 Bosss chat?
Frnt &
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L EXHIBITZAZ
VENTURES' Duties.

Subject to the foregoing, LAKESIDE hereby delegates to VENTURES the authority to manage

the day-to-day operations of the Program and to perform the specific duties set forth herein.

VENTURES shall provide to LAKESIDE a competent person, who shall be an employee of

VENTURES to serve as Administrative Director of the Program. A job description for the

Administrative Director is included as EXHIBIT “B”. Through either the efforts of the Ventures

gome 0&%:; 1s!:aff (vesumes are included as EXHIBIT “D”) or the Program Administrator,
entures s .

(1) Communicate with the President or his designee and other appropriate
LAKESIDE staff to keep them informed of the affairs of the Program.

(2) Review and analyze existing systems and procedures of the Program and
recommend changes where and when appropriate in the following areas:

{1 Finandial policies and procedures;
(i)  Operating policies and procedures;
(iii) Personnel policies and procedures;
(iv) Medical staff structure.
(3) Advise in the hiring of qualified and - competent personnel on behalf of
LAKESIDE. All such employees shall be employees of LAKESIDE, but the

Administrative Director shall act as advisor for LAKESIDE with respect to the
hiring, supervision, and termination’of LAKESIDE employees.

(4)  Be responsible for supervising the development of a longrange plan for the
Program.

(5)  Supervise the procurement by LAKESIDE of all services and supplies reasonably
necessary to the proper operation of the Program.

(6)  Assistin the maintenance of proper books, records and accounts with respect to
the Program and its operations in such form as may reasonably be required by
LAKESIDE.

(7}  Provide program administrator to manage day to day operations of the program.
(8)  Assist in the preparation of a proposed annual operating budget for LAKESIDE.

In addition, each month Ventures will provide an analysis of prior months billings
and collections, and projected cash reciepts for the subsequent month,

(9) Be responsible for sciting up the Program, determining the required medical
management personnel and administrative staff support.
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610)

(i)
(12)
(13)
(14)

{15)

{16}
(17)
(18)
(19)
(20)

@n
(22)
(23)

(24)
(25)

(26)
27)

(28)

Establish medical management practices, medical oversight procedures and
develop staff medical consultation methods, with the appropriate LAKESIDE
medical director.

L

Through separate contract with a psychiatrist, provide the scrvices of the Medical
Director for general oversight

Assist in facility planning, acquisition and management.

Recruit psychiatrists to provide.sufficient medical/psychiatric support for

-program. All direct physician services fo patients shall be billed separately by the

physician to the patient.
Assure that individual kreatment plans are appropriately developed.

Constantly review and note approval and/or needed modification of group
therapy methods.

Provide nursing consultation and oversight.

Provide technical assistance and training to the clinical staff.
Assist in assuring appropriate staff confinuing educé.tion.
Assure proper Medical plan documentation.

When appropriate arrange for provision of a second opinion on treatment
consultations. '

Insure program Quality is maintained and work for continuous improvement,
including assistance in preparation for accreditation/certification programs.

Devise post discharge patient satisfaction surveys and appropriate feedback to
the program as needed for changes and improvements.

Assist in the preparation of the annual and interim Cost Report analysis for
approval by LAKESIDE.

Assist in the accumulation of information necessary to bill for patient scrvices.

Maintain necessary coordination with Medical Review Services like Blue Cross
Blue Shield for Medicare and others.

Maintain necessary liaison with fiscal intermediary (BCBS) for Medicare.

Participate in Partial Hospitalization Industry development projects in medical
analysis, training, group therapy methods, and family interaction therapy.

Maintain a networking program with the new partial hospitalization programs
throughout the Southeast.
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EXHIBIT “B” -

VENTURES HEALTHCARE, INC
PROGRAM ADMINISTRATOR
JOB DESCRIPTION

TITLE: Partial Hospitalization Program Administrator
RESPONSIBLE TO: Ventures Healthcare President

QUALIFICATIONS:

Masters level health professional with 2 years' experience in the inpatient or PHP setting; or
Bachelors level with 3 years' or more experience. Minimum of one years' experience in PHP

setting.

RESPONSIBILITIES:

Responsible for the operational management of the Ventures Healthcare Program. I He/She

plans, organizes and administers the daily operations of the facility. Serves as planner,
- supervisor, teacher, evaluator and change agent in the care administered by the Programs for

the ages served. -

He/She is responsible for coordinating Mental Health Services with those of the program,

program development, evaluation, and total quality management, and developing and

maintaining Program policies and procedires, designing and developing and mcxj};fying, as

necessary, overall Program parameters. He/She is responsible for maintaining contact with

referral sources and implementing the Program's Marketing Plan. Assures the unit milieu is

therapeutic and physically safe and secure at all times.

MAJOR FUNCTIONS

1. Plans, organizes, administers and evaluates the daily operations of the Program.

2. Orgarizes, directs or delegates the supervision of personnel assigned to the Program.

3. Coordinates other Mental Health Services with those of the Program to ensure quality
patient care for the population served.

4. Retains 2 high caliber staff to ensure quality patient care.

5. Maintains professional standards.

6. Demonstrates good interpersenal skills.

9
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7.

10.

11.

Assumes primary responsibility for the maintenance of a safe, secure and orderly
hospital envirenment.

Maintains and implements Total Quality Management Program in conjunction with the
Mental Health Center guidelines.

Provides accurate and comprehensive assessment, treatment and care of all patients
served.

Maintains positive contact with the Community resources as to the services available
through the program '

performs all other duties as assigned.
PERFORMANCE STANDARDS

1. Plans, organizes and administers the daily operations of the program.

e Consults on a routine basis with Nurse Manager, Physicians and VHC President
Develops and effecti;:e;lg implements goals, philosophy and policies of Program

» Ensures procedures activities of the unit are coordinated in accordance with

Program philosophy and goals

e Continuously evaluated the Program to improve its quality; makes appropriate
recommendations

» Establishes effective relationship with medical staff,

« Mnaintains contact with referral sources. Assists and develops referral network.

~ 2. Organizes, directs or delegates the supervision of personnel assigned to the Program.

s Consults with the Director of the Mental Health Center and Nurse Manager.

Evaluates and recommends personnel actions an those individuals assigned to the
rogram.

. 1;%.dvises on scheduling staff , keeping in mind budgetary restraints and maintaining
quality patient care.

» Ensure that employees are motivated and morale is positive

¢ Processes individual performance appraisals in a thorough and timely manner.

e Provides imely and frequent feedback to employees on problem areas, as well as
accomplishments.

o Effectively leads staff meetings

« Participates and provides input to the Mental Health Center and Ventures

Healtheare Board of Directors.

3. Coordinates other Mental Health Center services with those of the Program to ensure quality

patient care for the population served

o Demonstrates thorough knowledge of the MFIC administrative and personnel
policies

e Ensures safe and comfortable environment for patients and staff by coordinating
facility services such as dietary, purchasing and housekeeping

» Mainfains accurate records and documentation relative to the functioning of the
Program

« Communicates appropriate information to staff

e Monitors monthly budget and staff hours and reports to VEHIC Board.

» Prepares reports and statistical information as requested

10
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* Effecﬁvel_y interviews and assesses candidates for available staff positions, working

* Participates in em loyee performance @ppraisal of each employee with the
u'ﬂmecﬁa' iate supervi
* Ensures Participation of the staff in Program in-services and continuing education

rograms :
. Ensu:es that the staffis in compliance with orientation and inservice education
requirements
5. Maintains professional standards

* Keeps up-to-date on changing legal issues in fleld
. ks out and attends appropriate seminars and inservice programs

6. Bemonstrates 8ood interpersonal skills

¢ Addressed patients, visitors, physicians and co-workers In a pleasant and

respectiul manner
* Demonsirates a high level of mental and emotional tolerance and even temmperament,

Uses tact, sensifivity and sound judgment when relating to patents, families, and
co-workers,

* Responds to others in helpful manper, displaying courtesy and readily assisting co-
workers. Ensure staff does the sama.

¢ Inspires confidence from visitors and staff by performing and communicating in a -

highly professional manner. _ -
*  Servesasa resource for the community

. Sul:vport:i:;f the goals of the Program
M A Mgl

Checks and reports hazardous equipment or environmental conditions to the
¢ Exhibits good judgment concerning staff and patient safety when dealing with
Psychiatric emergencies
* Anticipates and Interprets patient's behavior to prevent crisis situationg
8. Maintains and implements Total Quality Management
s Develops Total Quality indicators

* Collects data to measyre compliance
® Prepares the qQuarterly reports to be presented at the TOM Committee meeting

10.  Performs all other duties as assigned
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o Complies with the laws of patient confidentiality
~ « Demonstrates 2 caring, professional attitude and behavior toward patients and visitors,
actively contributing to the well-being and dignity of the patients
e Maintains an overall good work attitude promoting cooperation and professionalism in
the interactions with other staff members

Maintains assigned work areas in a clean, safe condition, and reports any potential
hazards immediately to the supervisor.

12
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EXHIBITTCT
PHYSICIAN RESPONSIBILITIES

Ventures to will supervise the provision of medical oversight by the MCMHC
medical director of the Partial Hospitalization Program. Specific responsibilities
of the physidan include:

Development of the treatment protocols

Admission certification on patients in the program

Establishing the discharge criteria and monitoring of the discharges in
the program |

Develop the treatment philosophy of the program and ensure that
treatments provided in the program adhere to that philosophy

Assure clinical integrity of treatment program
N Act as Leader for the weekly multi-disciplinary treatment team
_ Supervise adherence to admission criteria for all patients
Advise Ventures Directors or Marion Citrus Mental Health Centers
Directors of problems ar issues affecting the provision of psychiatric
services to patients in the program.

Participate in Quality Assurance Program

The medical director shall guide and supervise the clinical aspects of the program
under the contract with Ventures Healthcare, Separate from the administrative
duties, the medical director shall be responsible for billing his or her own patients
for direct care services.
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SCHEDULE 1
-
COMPENSATION
As compensalion for sarvicas provided by VHC under this egreement,
} L akaside Altamative, Will pay @ managemant fee to VHC at the following
ratos:
| Rate per
- Average Daly Census Census
PerDay PerDay
{essthan7 $143.00
7 $185.00
8 $122.00
9 $122.00
10 $115.00
11 $111.00
12 . $107.00
13 $103.00
14 $101.00
15 £93.00
18 §37.00
17 . $96.00
~ 18 $35.00
18 and above $95.00
" 10/22/96 0418 PM CONFIDENTIAL Property of VHC BUDGETS5.WK4
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MANAGEMENT SERVICES ACREEMENT

e This Management Services Agreement (the "Agreemant”) effectiveas of the
/ day of ﬂu/« , 1956 (“Effective Date™) and entersd into by and

: between Marion-Citru§#Menfal Health Centers, Im:. {(“MCMHC") and Ventures Healthcare of Gaines
villa, Ine (“Ventures”),

WITNESSETH:

WHEREAS, Ventures is a Florida corporati-on that develops, manages, ard operates partial
psychiatric hospital programs for adult patients;

WEHEREAS, MCMHC is a Florida not for profit corporation owning and operating a full service
mental health facility located in Ocala, Florida; and

WHEREAS, MCMHC desires to develop, operate and maintain a geriatric partial
hospitalization program at its facility ("Program®”) in Citrus county and MCMHC and Ventures
mutually desire to establish a contractual relationship whereby Ventures shall provide, in accordance
with the terms and conditions of thiz Agrecement, certain management and administrative services
relating to the Program consistent with the purposes and policies of MCMHC and all applicable laws

and regulations.

NOW, THEREFORE, in consideration of the promises and agreements contained in this
Agreement, and other good and valuable consideration, the receipt and adequacy of which are hereby
S forever acknowledged and confessed, the parties agree as follows:

AGREEMENT

Recitals, Each of the above recitals is true and correct and by reference made a part
* ofand lncorporaied into this Agreement

2 Scope of Agreement. This Agreement is limited solely and strictly to MCMHC's
engagement of Ventures to provide those specific services set forth in this Agreement. MCMHC, acting
through its Board of Directors and officers, shall at all times exercise and retain ultimate authority
and control over the assets and operations of the Program, including control over operating and capital
expenditure, budgets of the Program and operating policies and procedures relating to the Program,
subject Lo the terms and provisions of this Agreement. Ventures agrees to abide by all program policies
and procedures, provided that MCMHC shall not adopt any policies and procedures that materially

increase the cost of performing Ventures' obligations hereunder.

3. Yentures” Duties. Please refer to Exhibit “A™ of this Agreement for the specific duties
set forth.

4. Toom of Agreement, Unless terminated earlier pursuant to Section 15 of this Agreement,
the term (“Term") of this Agreement shall be for a period of two {2) year commencing as the effective
date and ending as of the anniversary of such date.

5. Yentures' Compensation. During the Term of this Agreement In consideration for the

Management Services rendered by Venturcs pursuant to Section 3 of this Agreement, Ventures shall be

—— compensated in accordance with Schedule 1 to this Agreement. During the Term and any Renewal Term,
Ventures' compensation shall be reviewed by the parties every year and, upan mutual agreement of
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both parties, adjusted based an comsiderations including, but not limited to, changes in operational

and/or ancillary costs associated with the program, and changes in anticipated revenue

N~ natwithstanding MCMHC's reasonable efforts to bill and collect for services rendered to program

patients. Compensation due for Management Services will be paid following receipt of payment for

) patient services by third party payors, limited to the zatio of Ventures' estimated net management fee

- to MCMHC's estimated annual cost (based on current estimates, receipts will be distributed 50% to
MOMHC and 50% to Ventures). Inno event will Ventures receive more than management fee earned.

51 In the event that any payer that reimburses MCMHC an a cost basis disallows
reimbursement of any portion of the Management Fee for any fiscal year {or portion thereof) during
which Ventures has or had a program responsibility under this Management Services Agrecment,
Ventures shall pay MCMHC the disallowed amount of the Management Fee. In the event that "Cost
Allowed by Medicare” (defined as total "Cost of Providers Services" per Worksheet D of the medicare
cost report reduced by Venturas Management Fee allowed by Medicare) is less than MCMEC "Expected
Cost™ (defined as the difference in $530,000 and the Management Fee charged by Ventures); then
Ventures agrees to indemnify MCMHC for 50% of the difference in Cost Allowed by Medicare and
Budgeted Cost (Sce Schedule 2 for example calculation of indemnity). Notwithstanding the foregoing,
the amount that Ventures is required to pay MCMHC under the prior sentence shall be reduced by the
amount disallowed due to the failure of MCMHC to accept the recommendations of Ventures concermning
either the amount of charges for program services or for non-acceptance/discharge of Patients to/from
the Program. In addition, the amount Ventures is required to pay shall not exceed the management fee
hereunder. If any third party payer notifics MCMHC of its intention to disallow or seek recoupment of
any amount ¢laimed or received by MCMHC as reimbursement for administrative and general costs,
Ventures shall be promptly notified and entitled to participate in the defense of any such attempt to
disallow or recoup such reimbursement.

52  In order to assure MCMEIC of Ventures' ability to repay any disallowed amounts,
N Ventures shall deposit a portion of its fee into dn interest bearing escrow account to be held /controlled
by MCMHC until Final Notice of Program Reimbursement (NPR) is completed by the Medicare
intermediary. The escrow fund (including interest) plus any discounts withheld by Medicare shall not
exceed 25% of Ventures' Management Fee. See Schedule 3 for an example of the calculation of sharing of

. ‘receipts and funding of escrow.

rl

6. - Billipg and Collection, Ventures will provide all billing and collection services for
patients of the Program in accordance with its billing practices and procedures.

7. Patient Charges, Fees and charges for MCMHC's services to patients shall be
established by MCMHC after considering the recommendations of Ventures, which recommendations
shall take into account customary and similar charges of similar health care providers.

8. Standard ofCare. In the performance of its services, Ventures shall exercise the same
standard and degree of care as is normal, customary and reasonable for providers of these services
generally. In this regard, Ventures will not knowingly cause MCMEIC to viclate any statue, ordinance,
law, rule, regulation or order of any governmental or regulatory bedy having jurisdiction over the
premises respecting the Program, or other requirements of the local Board of Fire Underwriters or any
agency which may hercafter exercise similar functions. .

81 Ventures shall have no liability to MCMHC for any decisions made with respect to or
any actions taken in connection herewith so long as such dedsions or actions were made or taken in good
faith and in accordance with the standards of care describad in this Sectior. Ventures shall beliable
for and hold MCMHC harmless rom any liability for any decision made based on the advice or
recommendation of Ventures which decision violates any statute, ordinance, law, rule, regulation or

~r order of any governmental or regulatory body having jurisdiction over the program.
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B2 This Agreement and all rights, duties, and responsibilities of each and every party
hereto are subject to applicable federal, state, and local laws, rules, regulations, and guidelines with

which parties all agree to comply.

. 9. Medical Staff Privileges. All physicians who are members of Ventures” medical
: staff shall become members of MCMHCS medical staff and shall be subject to MCMHC’s
credentials policy. Such physiclans shall be and remain accredited and certified by all
approprate governmental and medical assoccations and agencies. Ventures shall make available

to MCMHC proof of insurance for the Medical Directors of the Program.

10. . Independent Contractor Status. It is expressly acknowledged by the partics that
Ventures, its employees, and its staff are independent contractors and nothing herein shall be deemed or
construed to create an agency, employee-employer, or parinership or joint venture relationship with
MQJHC.

11. Use of Premises. Ventures” employees and staff shall be permitted access to commmen
areas, lounges, roshooms, and other comoxn facilities of MCMHC's entire premises. Ventures”
employees and staff shall have equal use of MCMHC's parking facilities.

12, Access to Records.  To the extent permissible by law, Ventures and MCMHC shall have

al access to all patient records, charts and business records relating to all patients served by
Ventures. All patient records, charts and business records shall be kept in strict confidence and shall not

i be released or otherwise disclosed to any third party without the express written consent of the
! patient.  In the event the Secretary of the Department of Health and Human Scrvices and/or the
* United States comptroller General, or their duly authorized represcntatives are entitled to access to
any directly pertinent books, documents, papers, and records of Ventures involving this Agreement,
Ventures agrees to make the same available for inspection in accordance with the terms and

requirements of applicable law.

13. Confidentiality. MCMHG, its agents, officers, employees and affiliates, shall not use
or disclose to others during the term of this Agreement or any time following its termination, except as
expressly consented to in writing by Ventures or as required by law, any secrets or confidential medical,
personal, personnel, technological, ar proprictary information, patient informaticn, or trade secrets of
Ventures cbtained by MCMEHC through association with Ventures. At all times, both parties agree to
maintain patient confidentiality consistent with applicable state and federal laws. MCMEC further
agrees that upon termination of this Agreement, it shall neither take nor retain, without prior written
authorization from Ventures, any policies, protocols, or procedures of any kind that were furnished to
MCMHC by Ventures. Without limiting other possible remedies to Ventures for the breach of this
covenant, MCMHC agrees that an injunction or other equitable relief shall be available to enforce this

covenant.

14. Indemnification. MCMHC shall not be responsible or liable for any damages
resulting from acts or omissions of any personnel employed by Ventures under any theory of imputed
negligence or otherwise, and Ventures shall indemnify MCMEC, its trustees, officers, agents and
employees for, defend them against and hold them harmless from any and ali claims relating to acts or
omissions of personnel employed by Ventures, and from all costs, attomey fees, expenses and liabilities -
incurred by them in connection with such claims, and in the defense of any action or proceeding brought
thereon provided, however, that Ventures shall not be responsible or liable for any acts or omissions
of such personnel performed or not performad at tha specific direction of MCMHC, and MCMHC shall
indemnify Ventures, its directors, officers, agents and employees, defend them against and hold them
harmless from any costs, expenscs or liabilities arising therefrom to the same extent as stated
above. Venturcs shall notbe liable for any acts or omissions of any personnel employed by MCMEIC,

- and MCMHC shall indemnify Ventures, its directors, officers, agents and employces for, defend them
against and hold them harmless from any and all claims relating to acts or omissions of personnel
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employed by MCMHC and from all costs, attorney fees, expenses and liabilities incurred by Manager

in connection therewith or in the defense of any action or proceeding brought thereon provided,

— however, that MCMEIC shall not be responsible or liable for any acts or omissions of such personnel

performed or ot performed at the specific direction of Ventures, and Ventures shall indemnify

MCMHC, its directors, officers, agents and employees, and defend them against and hold them

. harmless from any costs, expenses or liabilities arising here from to the same extent as stated above.

i The indemnification rights under this Agreement shall be in addition to any rights or remedies that

may be available to the parties under general legal or equitable principles in the absence of an express
agreement, and this Agreement shall not be construed to limit any such rights or remedies.

141 At any time during the term, either party, upon thirty (30) day’s prior written notice to
the other party, shall be provided with that party’s Certificates of Insurance evidencing insurance
coverage applicable to the Program. Certificates of Insurance will be supplied evidencing insurance for
public Hability, including professional liability, premises and personal injury, with limits not less
than $1,000,000 occurrence, occurrence or claims made basis.  Ventures will supply MCMHC with
aggregate imit not less than $3,000,000. Except that, if the policy carries a location/operations
aggregate, then the aggrepate limit may be equal to the per occurrence limit, all in companies approved
by the certificate holder and providing that not less than sixty (60} days cancellation or non-renewal
notice will be given the certificate holder.

15. Termination, This Agreement may be terminated prior to the expiration of the Term
or any Renewal Term of this Agreement as set forth in Section 4 as follows:

b e o

(a) Material Breach. This Agreement may be terminated upon the occurrence of a
material breach of this Agreement. Except in the case of a breach that may result in any harm or injury
to the health and safety of patients of the Program in which case this Agreement shall immediately
) and automatically terminate, in the event of a breach hereunder, the breaching party shall have
H fifteen (15) days following written notice to cure such default (“Cure Period"). If such default is not
: cured within the Cure Period, this Agreement shall terminate upon the expiration of the Cure Period.

(b) Changeinlaw. The parties have entered into this Agreement after good faith,
arm’s length negotiations. This Agreement Is intended to comply with existing state and federal law.
However, the parties acknowledge that the existing law and regulations may change and that the
courts or state or federal agencies with appropriate jurisdiction may change their interpretation of
existing law. Upon the enactment or amendment of any state or federal law or regulation, or upen
the issuance of any judicial or interpretive ruling of any existing state or federal law or regulation, that
prohibits the continuation of this Agreement, or otherwise dictates a significant change in the
compensation arrangement as set forth herein, the parties shall use their best efforts during a thirty
(30) day period thereafter to mutually agree to such amendments to the Agreement as to permit its
valid, legal and financially viable continuation. If after such thirty (30) day period, the parties are
unable to agree to amend the Agreement, this Agreement shall automatically terminate.

() FEinancial Viability of Program. At any time subsequent to three (3) months after

the Effective date, either party may terminate this Agreement upon its reasonable and good faith
determination that continued operation of the Program is not financially wviable. For purposes of this
provision, the Program shall be considered not o be financially viable if ane or both parties would
suffer sigrificant financlal hardship should the Agreement remain in effact.

16 Effect of Termination. In the event of a termination of this Agreement, neither party
shall have any further obligations under this Agreement from and after the effective date of
termination, other than payments or benefits accrued and due and payable to Ventures prior lo the
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effeclive date of termination, provided, however, the obligations between MCMHC and Ventures under
Ltem 5, Compensation, Item 12, Access to Records, Item 13, Confidentiality, Item 14, Indemnification,

~r shall continua.

. 17. Goveming Law. This Agreement shall be interpreted, construed, and enforced pursuant
i to and in accordance with the laws of the State of Florida, and Marion County, Florida shall be the
sole and exclusive venue for any litigation, or other proceeding between the parties in connection with,

or by reason of this Agreement.

18. Assignment. This Agreement may be assigned by either party, in whole or
in part, to any affiliate, successor, subsidiary or other entity, including but not limited to, any
entity in which either party becomes a joint venture partner, upon the prior written approval of the

other party.

19. Notices. Any notice, demand, or communication required, permiltted, ordesired to
be given hereunder shall be deemed effectively given when personally delivered, delivered via
overnight courier, or mailed by prepaid certified mail, return receipt requested, addressed as follows:

As to MCMHC: Russell Rasco, Executive Director
Marion-Citrus Mental Health Centers
P.O.Box 1330
Ocala, Florida 34478

L — ‘
As to Yentures: William A, Parsons, Jr., Ph.D.
President
Ventures Healthcare of Gainseville,
Incl

or to such other address, and to the attention of such other person or officer as either party may
designate by wiitten notice.

20. An wents and Agreement Execut This Agreement and any amendments shall be
in writing and may be executed in multiple copies. Each multiple copy shall be deerned an original,
but all multiple copies together shall constitute one and the same instrument,

21, Entire Agreement, With respect to each party’s cbligations relating to the Program,
this Agreement supersedes all previous contracts and cornstitutes the entire agreement between the
parties. No oral statements or prior written material not specifically incorporated in this Agreement
shall be of any force and effect, and no changes in cor additions to this Agreement shall be recognized
without the specific written consent of MCMHC and Ventures.

2. Construction. ~ Whenever the context of this Agreement requires, the gender of all -
words shall include the masculine, feminine, and neuter, and the number of eIl words shall include the
singular and the plural. This Agreement ghall be construed without regard to any presumption or

other rule requiring
construction against the party causing this Agreement to be draffed. The headings contained in

this Agreement are for reference purposes only and shall not affect in any manner or way the meaning or
- interpretation of this Agrecment.
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23, Litization: Coste, In the cvent of any litigation, induding any appeals, with
regard to this Agreement, the prevailing party shall be entitled to receive from the other party and
S the other party shall pay all reasonable fees, costs and expenses of counsel for the prevailing party.

24, Time of Essence. Time shall be of the essence with respect to this Agreement.

) 25, Authority /Execution. Each signatory to this Agreement represents and warranks that
he possesses all necessary capacity and authority to act for, sign, and bind the respective entity or
person on whose behalf he is signing.

IN WITNESS WHEREQF, the parties hereto have signed this Agreement to be executed in
multiple originals to be effective as of the day and year first above written:
Marion-Citrus Mental Health Centers, Inc.

By, Een

Russell Rasco, Executive Director
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EXHIBIT A~

Yentures’ Duties. Subject to the foregoing, MCMHC hereby dclegates to Ventures tha
authority to supervise the day-to-day operations of the Program and to perform the specific duties set
forth herein, Ventures shall provide to MCMHC a competent person, who shall be an employee of
Ventures to serve as Administrative Diractor of the Program. The Administrative Director shall +

(1 Supervise and manage the operations of the Program and its personnel
subject to Section 2 hereof and be accountable to the MCMHC Board of Directors.

(2) Communicate with the Officers and the Board of MCMHC
appropriately to keep them informed of the affairs of the Program.

(3) Review and analyze existing systems and procedures of the Program
and recommend changes where and when appropriate in the following areas:

(i) Financial policies and procedures;
{ii)  Operating policies and procedures;
(iii) Personne! policies and procedures;
{iv) Medical staff structure.

4 Be responsible for supervising personnel administration, staff
recruitment, and manpower development. In this capacity, the Administrative Director
shall hire qualified and competent personnel on behalf of MCMHC. All such employees
shall be employees of MCMHC, but the Administrative Director shall act as agent for
MCOMHC with respect to the hiring, supervision, and termination of MCMHC
employees.

%) Be responsible for supervising the development of a long-range plan for
. the Program.

6 Supervise the procurement by MCMHC of all services and supplies
reasonably necessary to the proper operation of the Programu.

(3] With the approval of MCMIEIC, direct the incurrerce of capital
expenditures and obligations of the Program.

(8) Supervise the maintenance of proper books, records and accounts with
respect to the Program and its operations in such form as may reasonably be required by

MCMEC,

(9) Supervise the preparation of and submit to the Board of Directors of .
MCMEC appropriate financial statements, including an annuat balance sheet and
ircome and expense statement which shall be prepared in accordance with generally

accepted accounting principles.

(10) Supervise the preparation of and submit to the Board of Directors of
MCMEHC a proposed annual operating budget for MCMHC.

Printed 7:25 AM 6/11/96 7=




 "JeN-12-88 ON 10:36 SHARP F0-5200 FAX NO. 8047843802 P. 08

E

: (i1) A. Develop procedures for the billing and collection of the patient

" coypay that comply with the parameters laid down by Medicare Part A. Fumish the

: power to carry out these processes.

H B. Through,Drs. Billing Service, Ventures will provide the billing

+ $ervice for the physician employed by Marion-Citrus Mental Health Centers.

(12) Be responsible for setling up the Program, determining the required
maedical management personnel and administrative staff support.

. (13) Establish medical management practices, medical oversight procedures

¢ angd develop staff medical consultation methods.

I (14) Supervise the services of the Medical Director for general oversight. o

! (15) Be responsible for facility planning, acquisition and management.

: {16) Recruit psychiatrists to provide sufficient medical/psychiatric support
fog program. All direct physician services to patients shall be billed separately by the
phirsician to the patienk

17) Assure that individual treatment plans are appropriately developed.
: (18) Constantly review and note approval and/or needed medification of
grqup therapy methods.
“ {13) Provide sccurity and oversight of the on site pharmacy.
(20) Assure that patients are given medication as prescribed by their
physician. ‘
-(21) Maintain necessary nursing consultation and oversight.
(22)  Provide technical assistance to the clinical staff.
(23) Provide and insure a2ppropriate staff continuing cducation.
(24} Assure proper Medical plan documentation.
(25) When appropriate arrange for provision of a sccond opinion
treatment consultations.,
(26) Insure program Quality is maintained and work for continucus
improvement.
(27) Arrange for the provision of follow up evaluations and consultation
services for discharged patients.
(28) Devise post discharge patient satisfaction surveys and appropriate
feedback to the program as needed for changes and improvements,
{29) Assist in the preparation of the Cost Report analysis.
\
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(30) Maintain necessary coordination with Medical Review Services like
Blue Cross Blue Shield for Medicare and others.

(31) Maintain necessary liaison with fiscal intermediary (BCBS) for
Medicare. '

(32) Provide coordination between or liaison with the Program and other
aging agendies,

(33) Provide training to MCMHC employees regarding admission criteria,
covered services, goals and objectives.

- .
(34) Participate in Partial Hospitalization Industry development projects
in medical analysis, training, group therapy methods, and family interaction therapy.

(35) Maintain 2 Networking program with the new partial hospitalization
programs throughout the Southeast.

(36) Provide assistance to other health care providers who deal with the
medical and social health care of geriatric patients.

37) Geriatric Mental Health Care Needs - Educate the local Government
and community medical and social heath care providers and educators through seminars
and select expert speakers.
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o C ' Schedule 1
. Marion-Citrus MHC
Partial Psychlatric Care Center
Rate Schedule
Invemess
Average Added Total
Daily Servicn Management
Congus Sage Foa Cost Ese .
Lessthan?7 $14,800 $1.738 $18,539
7 14,800 32,028 316,829
8 14,800 $2,318 - 817,148
9 14,800 $2,608 $17,408
10 14,800 $2,898 $17.698
1 14,800 $3,188 $17,988
12 14,800 83,478 $18,278
13 14,800 $3,767 $18,567
14 - 14,800 $4,057 $18,857
15 14,800 $4,347 $19,147
16 14,800 $4,637 $18,437-
17 14,800 $4,927 §18,727
18 14,800 $5,216 320,016
19 14,800 $5,508 $20,306
\_p -
[
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PHYSICIAN RESPONSIBILITIES

Ventures will supervise the provision of medical oversight by the MCMHC medical director of
the Partial Hospitalization Program. Specific responsibilities of the physician include:

Development of the treatment protocols
Admission certification on patients in the program

Establishing the discharge criteria and monitoring of the discharges in
the program

Develop the treatment philosophy of the program and ensure that
treatrments provided in the program adhere to that philosophy

Assure clinical integrity of treatment program
Act as Leader for the weekly multi-disciplinary treatment team
Supervise adherence to admission criteria for all patients
- Advise Ventures Directors or Marion Citrus Menta] Health Centers
;. Directors of problems or issues affecting the provision of psychiatric services to

patients in the program.

Participate in Quality Assurance Program

s

The medical director shall guide and supervise the clinical aspects of the program under the
contract with Ventures Healthcare. Separate from the administrative dutles, the medical director

shall be responsible for billing his or her own patients for direct care services.
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" Schedule 2
Marion-Citrus MHC/Ventures Health Care
Partlal Pgychlatric Care Center

Budget for Fiscal Year Ended June 30, 1997
Computation of Indemnity

Inverness
1 Total Cost Budgeted ) 424,000
2 Less:Management Fea Charged ‘ (198,458)
3 Net Cost Budgsted 225,532
2 .
S Aclual Cest Allcwed by Medicare “Cost of Providers Sarvices" 352,000
& Less: Management Feo Allowed {198,468}
g Net Cest Allowsd by Medicare . 153,832
8 Cost Subject to indemnity 72,000
10 Sharing ratic on indemnity £0.00%
11 VHC will indemnify MCMHC 36,000
12
13 Management Fes Charged 198,458
14 Managament Fes Disallowsd (pay to MCMHC) o]
15 Management Fes Allowed 188,468
16 Less:Indemnity for share of cost disallowed {pay to MCMHC) {36,000)
17 Net Management Fee 162,468
18 Monthly Net Management Fes 13,839
18.
20
21
22
S
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_ Schedula 3
~ Marion-Cltrus MHC/Ventures Health Care
Partial Psychiatric Cars Cantar

Budget for Fizcal Year Ended Juna 30, 1097
Allocation of Recslpts & Funding Escrow
" Invemess ,

7 Intazitn Moathly Paymentx;
a - Avg. Daysin
9 Conmm Rety  Month
}? Hﬁmm Rate 7 $543 21 82,688 50.00%
@care Interim Discount (based on cost to charge Ratio 24,508 ,
12 Net bitial Madicars ) 57,834
13 Medicars Discount for Copay & Daductibio ® (18533 -20.00%
}g Net Interim Payment - Morthly 41344 50.00%
15 Sym ohln:unll‘- Cost Report
17 Tetal of Moathly BRinge 892,250
19 Tetal Cost Alowed an Cost Repart {exsiuding Bad DabY) £24 000
ZOBadDebs{mumiﬁchcpaymw isesal
21 Total Medicare Should Pay 592 683
22 Total Medicare Previously Paid 496,125
23 Modars otil owes for Lump Sum 88,558
24 Dacount By Mexlicare Pendng NPR sudt (8858 10.00%
25 Net Larnp Sum Medicars will pay 85,902
28 Total Madicare Pay (Interim & Lump Sum) 583,027
27 Taotal CoPay colisctad from Palerts {15%) 29,788
28 Total Cejeciad Prdar to NPR all sourcss g12734
29 .
30 Harthly Annunl
- 31 Interim Blllings- : 41,344 458,125
32 Pertion Alacatnd to MCMHC 20672 243 083 50%
23 Pertian afocatad to Ventures 20,872 248 083 50%
H Calculation of POSSIBLE Essraw:
35 Management Fea Dus 18828 201,848
38 . Madmum Eacrow at 25% (420N (50.487
7 Managemerd Fes "entitiad to* {262 151481 75%
38 Management Fes Rocelved 20672 248063  {23%
ﬁ - Comtributicn to escrow fund = 8,050 gG.602
41 ABocglon of Lump Sum -
42 Portion of Lump Sum Allocatnd o MCMHC 43,451 50%
43 Portien of Lump Sum Allacated 1o Verhres 43451 Si%
&4
45 Calculation of POSSIBLE Escrow:
48 Management Fee Dua 201,848
47 Madmum Escrow at 25% {50,487
g Management Fes "entiiad to* Jg1461 75%
50 Managoment Fea Recoived Intatim 248,083
51 LegaEacrow on Interin Receipis (88,802
&2 Managoment Feo Received from Patiants 14,884
53 Managamaert Fee Received in Lump Sum 43,451
54 Tetal Managemae:t Fee Recyived 208,796
55 Addtional Contrbifan to Escrow Fund = (!wi.
g mummmmmayvmmmm 181481 75%
ss'Tqborecovaredfmm Patients or from Bad Debt tumed in 28 addifonal aliowed cost.
esg Contr2xn info escrow fird « tn ba ralaaced unon fingt NPR st determingtion.
~r o
&2
63
&4
€5 -
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PROMISOORY NOTRE

U.8. $30,000.00 Deceomber 3, 1997
Bersacola, Floarida

FOR VALUE RECEIVED, Vetures Healthcare, Inc., a Fladda corporation
{"Borrevert) premises to pay to the order of Capital Imestment Comp. of Parmma City, 2 Florida
corporation (*lender”), the principal sum of Thirty Thasand Dolare ($30,000.00), plus

. intprest,

1. Intorest, Interest will be charged an the uwmpmid principal vndl the full
amamt of principal has been remaid. Borrower shall pay Lerder simple interest capoamEd somi-
amnmlly at a rate ecnEl bo twelve percent {12.00%) (*Effective Rate*).

At

Borrower shall pay interest at the rate equel to the sum of six percent (6%) plus
the Effective Rate (*D=fault Rate®) m principsl and interest net pald when due and on arry
Judhment en this Note.

2. Pawrenta.

{a} Time of Paywments. All urpaid principal and accrued but upaid
interest and peralties on this Note shall ba due and payeble in full an Felruary 5, 1998 (the
*Maturity Date"),

(b) Iabe Povmenta Boxpeser shall pay Lemder an amamt equel to 5% of
any paynent not paid whan due thereof. Notwithstanding the foregoirg, under no clrmumstences
s‘hallthetoralmmtofintarestarxipanltiespa}abletobaderhaemﬂe:med&emﬁmm

3. " Presavment. Borrower nay prepay all or any part of this Note at anmy kime
without peralty. 2Any and all prepayments shall be applied first to any. interest and peralties
accrued but upaid and seand to redice the then outstanding principsl balance.

at

4. Events of Default. The followirg shall be evants of default ("Brents of
Default"):

(a) Borrower fails to pay the entire outstanding balance of principal
and accxued but wynaid interest and perpltices oy the Mahurity Date.

{b) Borrower fails to perform any of the temms, covenants or corditians
ccn’tainedinﬂﬁsNot‘&,oranyotrerdoommtexazutedhyBczmerincanecbimwithdae
indebtedess evidenced by this Note.

()] Ay acton in barkeuptcy, receivership or reagenization is filed
Ly or against Borrower and is not dismissed within sixty (60) days of the filing date, or amy
assigmeit for the berefit of cralitors is med and entered into by Bomower; or Bomower sedks
relief under any state or federal law relating to bardauptey or inmlverry.

5. Raedies. If an Event of Default occurs, then, at the cption of Lender,

(1} the entire principal balance and all accrued but uaid interest shall becxe immediately due
and payeble, and (ii) all past due amounts shall beamr interest at a rate eqml to the lesser of
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(a} the Default Rate, or {b) the rmeximm interest rate permitted by law. In addition, Lender may
exercise any rights or remedies provided for under this MNote. at law or in equity.

Borrower shall not rely on amy cowmse of conduct ox dealing between Lerder and
Boxxrower as a waiver or amaxdmert of any provisian of this Note or any right or ramdy of Lender,
indluding but not limited to, the followirg:

{a) Lerdex's acoeptare of ons or more late or partizl payments shall
not indicate that Lender will accept late or partial payments in the fuhire.

() Lerder's exacise of any right or remedy that Lerder may have shall
ot be a waiver of Lender's other ridghts and ramwdies.

(c) Lerder's failure to exercise any richt or remedy chall not indicate
that Lerder will not do s0 in the future.

{d) Lenler's erazcise of any ane or mee richts or remdies shall not
preclude Lamler fram exsroising other rights or remedies,

A

Lerder's rights ard remedies under this Note, at law or in equity, are cumrlative
to, bue indEpendmt of, each other. Lerder may taken any action, or fail to take any actien,
tha Lerder casiders ressonstly necssary to prerent the inpairmment of Lerder's seawrity for
this Note,

6. Eexeoetations and Waprantiss. Borrower regresarts and warrants that the
lom evidencel by this Note is for business Puposes and not primarily for personal, family,
hosehold or agricultual poposes.

7. AxilicaHle Law. Borrower acknowlakjes and sgrees thet this Note is made
in the State of Flarida. Accordirgly, this Note shall be interpreted and enforced unxdr Florida
law. :

8. Timlinsss. Borrower acknowledges bhat Boxower must perfomm its
obligations under this Note prawtly: time is of the essxce.

9. Notiges. All notdeces and commictions, otter then paytrents, sghall be
delivered personally, by nationally recognized ovanight coriar or by certified first—class U.8.
mail, postage prepaid (wiless applicakle law requires ancther method of delivery or service), to
the Borrower or Lerder, as the case may be, at the followirg addresses or to such other addresses
as either party may designate in writing: .

A

Lerdor: Capital Imestment Corp. of Parema City
227 Harrison Avane
Panama City, Flarida 32401

Borrower: Vertures Healthcare, Ine.
6151 Saufley Pires Road
Permacola, Flerida 32526

All notices shall be in writing and shall be doared to be given upm actual
receipt if deliverad persanally, the nest buginess day after delivery to a paticnally recanized
courier or two business davs after mailing, whichever is applicalle.
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10. Yaivers. PExospt as othexwise provided heein, Borvower waives derand for
payment, presentnent for payment, notice of dishonor, pretest, notce of protesk, and all otiter
motices or damnds assoclated with this Note.

VENTURES HEALTHCARE, INC.

By:— 9’}' LA Y.
Willizam A. Parsens, Jr.
President
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