


IN THE 

Supreme Courf of Appeals of Virginia 
AT RICHMOND .. 

Record No. 5099 

VIRGINIA: 

In the Supreme Court of Appeals held a.t the Supreme 
Court of Appeals Building in the City of Riclm10nd on Mon­
day the 12th day of October, 1959. 

CITY OF RICHMOND, Appellant, 

agafrist 

Rl!CHMOND MEMORIAL HOSPITAL, ET AL., Appellee~. 

From the Hustings Court of the City of Richmond 

Upon the petition· of City of Richmond an appeal is 
a.warded it from an order entered by the Hustings Court of 
the City of Richmond on the 13th day ·of May, 1959, in certain 
proceedings then therein depending under the style of, In 
the Matter of the. application of Richmond Memorial Hospital 
for Relief from Taxes Assessed on Real Estate, and In the 
Matter of the Application of Richmond Eye Hospital for Re­
lief from Taxes Assessed on Real Estate, no bond being 
required. 
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RECORD 

• • • • • 

NOTICE OF APPEAL AND ASSIGNMENT OF ERROR. 

The defendant City of Richmond, by counsel, hereby gives 
notice, pursuant to the provisions of §4 of Rule 5 :1 of the 
Rules of the Supreme Court of Appeals of Virginia, of its 
intention to appeal from a certain final order and judgment 
entered in these consolidated proceedings, being certain ap­
plications for the correction of tax assessments made by the 
City of Richmond and alleged to he erroneous, and for exone­
ration from payment of the taxes assessed, on May 14, 1959; 
and the defendant assigns the following errors in the action 
of the court in regard to the applications of Richmond Memo­
rial Hospital and Richmond Eiye Hospital, respectively, such 
assignments of error as to each of the applicants being sepa­
rately listed, and each assignment with regard to each ap­
plicant being the same in substance as the similar and cor­
re.sponding assignment with regard to the other applicant, 
but not necessarily identical in detail: 

ASSIGNMENTS OF ERROR WITH REGAR.D TO RICH­
MOND MEMORIAL HOSPITAL. 

1. The court erred in finding that Richmond Memorial Hos­
pital is a corporation duly organized and existing 

page 2 ~ under the laws of the State of Virginia for the pur-
pose of operating hospitals not for profit but ex­

clusively for charity, and in finding that Richmond Memorial 
Hospital did operate a hospital not for profit but exclusively 
for charity in the City of Richmond on the first days of Jan­
uary 1956, 1957 and 1958, and that the real estate upon which 
Richmond Memorial Hospital was assessed for taxation for 
those years was owned by it and was actually and exclusively 
occupied and used in the operation of such hospital on the 
first days of January in ea.ch of said years and at all times 
relevant to these proceedings; and the court .erred in bold­

. ing that the said real estate so assessed for taxation was 
exempt fr.om taxation during those yea.rs and that the said 

. assessments were erroneous. 
2. The court erred in resting its decision above recited in 

the first assignment of error upon a 1954 amendment to 
§58-12(5) of the Code of Virginia., which amendment was be­
yond the powers of the 'General Assembly under §183 of the 
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Constitution of Virginia, and was therefore null and void and 
of no effect. 

3. The court erred in sustaining, by an order entered Octo­
ber 7, 1958, the amended motion filed by Richmond Memorial 
Hospital on March 3, 1958 to quash certain interrogatories, 
numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12 and 13 and filed 
against it by the City of Richmond on December 17, 1957, 
which said interrogatories were properly filed and a proper 
summons was issued thereon, in accordance with the pro­
visions ·of §8-320 to 8-323 of the Code of Virginia, and were 
relevant to these proceedings and such a.s Richmond Memorial 
Hospital would have been bound to answer upon a bill for 
discovery, and had not been unreasonably delayed, and 'vere 
such interrogatories as the court under §8-321 should have 

compelled Richmond Memorial Hospital to answer. 
page 3 ~ 4. The court erred in entering on October 7, 1958 

the said order, carrying into effect the court's de­
cision to sustain the amended motion to quash the interro­
gatories, in the form in which it was entered, which form 
of order as entered went beyond the intention of the statute 
and committed the court, in advance of the trial and without 
any evidence before it, to a decision adverse to the City of 
Richmond upon the merits; and the court erred in refusing 
to enter a proper order, carrying into effect the court's deci­
sion to sustain the amended motion to quash and correctly 
following the statute, which was tendered by counsel for the 
City of Richmond on that same day, October 7, 1958. 

5. The court erred in refusing to admit in evidence, at the 
·hearing upon the amended motion to quash the interroga­
tories, certain documents which the City of Richmond by 
counsel tendered and asked the court to receive and consider 
in evidence in support ·of the interrogatories, described in 
the said order of October 7, 1958, as follows: 

(1) Typewritten copies of the Attorney General's ouinions 
of January 14. 1951 and August 21, 1953 in connection, re­
spectively. with Shenandoah County MemoTial Hospital and 
Halifax County Hospital 

(2) Letter of December l. 1952 from the State Tax Com­
missioner to Mr. A. G. Howell, Administrator of Louise Obici 
Memorial Hospital; .a.nd of letter to John P. McGuire, Jr., 
Esa. of October 28, 1953. 

(3) Copies of the application and the order in the case of 
Leiqh Memorial H ospita.l. Inc. v. Norfolk and Hospital of St. 
Vincent v. Norfolk and the case of Halifax Community Hos-
pital Association, Inc. v. Ha,lifaa; Cou;nty. · 
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( 4) The special section of the Richmond Times Dispatch 
of January 13, 1957 concerning Richmond Memorial Hos­
pital, a News Leader article of March 19, 1958 concerning the 

increase of hospital rates in the City; and an arti­
page 4 ~ cle in the Richmond News Leader of December 18, 

1954 concerning the application of Halifax Com­
munity Hospital Association, Inc., for correction of errone­
ous assessment of taxes against it by Halifax County. 

6. The court erred in refusing to admit in evidence, when 
they were again offered by counsel for the City of Richmond 
at the trial on the merits, the following documents, also de­
scribed in the fifth assignment of error: 

(1) Typewritten copies of the Attorney General's opinions 
of January 14, 1951 and August 21, 1953 in connectiqn, re­
spectively, with Shenandoah County Memorial Hospital and 
Halifax County Hospital. 

(2) Letter of December 1, 1952 from the State Tax Com­
missioner to Mr. A. G. Howell, Administrator of Louise Obici 
Memorial Hospital, and of letter to John P. McGuire, Jr., 
Esq. of October 28, 1953. 

ASSIGNMENTS OF ERROR WJTH REGARD TO 
RICHMOND EYE HOSPITAJJ. 

1. The court erred in finding that Richmond Eye Hospital 
is a corporation duly organized and existing under the laws . 
of the State of Virginia for the purpose of operating hos- • 
pita.ls not f.or profit but exclusively for charity, and in finding 
that Richmond Eye Hospital did operate a hospital not for 
profit but exclusively for charity in the City of Richmond on 
the first days of January 1954, 1955, 1956, 1957 and 1958, 
and that the real estate upon which Richmond Eye Hospital 
was assessed for taxation for those years was owned by it 
and was actually and exclusively occupied and used in the 
operation of such hospital on the first days of January in each 
of said years and at all times relevant to these proceedings; 
and the court erred in holding that the said real estate so as-

sessed for taxation was exempt from taxation dur­
page 5 ~ ing those years and that the said assessments were 

erroneous. 
2. The court erred in resting its decision· above recited in 

the first assignment of error upon a 1954 amendment to §58-
12(5) of the Code of Virginia, which amendment was beyond 
the powers of the General Assembly under §183 of the Con-
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stitution of Virginia, and was therefore null and void and of 
no effect. 

3. The court erred in sustaining, by an order entered Octo­
ber 7, 1958, the amended motion filed by Richmond Eye Hos­
pital on March 3, 1958 to qua.sh certain interrogatories num­
bered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 15, 16, 17, 18 and 19 and 
filed against it by the City of Richmond on December 17, 1957, 
which sa.id interrogatories were properly filed and a. proper 
summons was issued thereon, in accordance with the provi­
sions of §8~320 to 8-323 of the Code of Virginia., and were 
relevant to these proceedings and such as Richmond Eye 
Hospital would have been bound to answer upon a. bill for dis­
covery, and had not been unreasonably delayed, and were 
such interrogatories as the court under §8-321 should have 
compelled Richmond Eye Hospital to answer. 

4. The court erred in entering on October 7, 1958 the said 
order, carrying into effect the court's decision to sustain the 
amended motion to qua.sh the interrogatories, in the form in 
which it was entered, ·which form of order as entered went 
beyond the intention of the statute and committed the court, 
in advance of the trial and without any evidence before it, 
to a decision adverse to the City of Richmond upon the 
merits; and the court erred in refusing to enter a proper 
order, carrying into effect the court's decision to· sustain the 
amended- motion to quash and correctly following the statute, 

w~1ich was tendered by counsel for the City of Rich­
page 6 ~ mond 011 that same day, October 7, 1958. 

5. The court erred in refusing to admit in evi­
dence, at the hearing upon the amended motion to quash the 
interroga.tol'ies, certain documents which the City of Rich­
mond by counsel tendered and asked the court to receive and 
consider in evidence in support of the interro~·atories, de­
scribed in the said order of October 7, 1958 as follows: 

(1) Certiii.~d copies ·of the interrogatories propounded by 
the City of Richmond and the answers thereto filed (in the 
Chancery Court of the ·City of Richmond) by the Richmond 
Eye Hospital in the case therein pending by Richmond Eye 
Hospital for correction of erroneous assessment of real estate 
taxes. 

(2) Typewritten copies of the Attorney General's ·opfoions 
of .January 14, 1951 and August 21, 1953 in connection, re­
spectively. with Shenandoa]J County Memorial Ifospital and 
Halifax County Hospital. 

(3) Letter of December 1. 1952 from the State Tax Com­
missioner to Mr. A. G. Howell, Administrator of Louise Obici 

• .t"'t~ 
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Memorial Hospital, and of letter to John P. McGuire, Jr., 
Esq. of October 28, 1953. 

( 4) Copies of the application and the order in the case of 
Leigh Memoriial Hospit.al, Inc. v. Norfolk and Hospital of St. 
Vincent v. Norfolk and the case of Halifax Commwnity Hos­
pital Association, Inc. v. Halifax County. 

(5) An article in the Richmond News Leader of December 
18, 1954 concerning the application of Halifax Community 
Hospital Association, Inc. f.or correction of erroneous assess­
ment of taxes against it by Halifax County. 

6. The court erred in refusing to admit in evidence when 
they were again offered by counsel for the City of Richmond 
at the trial on the merits the following documents, also de­
scribed in the fifth assignment of error: 

(1) Typewritten copies of the Attorney General's 
page 7 ~ opinions of January 14, 1951 and August 21, 1953 in 

connection, respectively, with Shenandoah County 
Memorial Hospital and Halifax County Hospital 

(2) Letter of December 1, 1952 from the State Tax Com­
missioner to Mr. A. G. Howell, Administrator of Louise 
Obici Memorial Hospital, and of letter to John P. McGuire, 
Jr., Esq. of October 28, 1953. 

Filed in Clerk's Office June 10, 1959 . 

• • • • • 

page 29 ~ 

• • • • • 

ORDER. 
J 

This day came Richmond Memorial Hospital and presented 
its application for correction of erroneous assessment of 
taxes assessed on real estate for the year 1958, service ·of a 
copy of which had been accepted by the City of Richmond, 
which said application is hereby ordered to be docketed and 
filed. 

Enter 1/15/59. 

W. M08'COE HUNTLEY, Judge 



City of Richmond v. Richmond Memorial Hospital 7 

• • • • • 

page 30 ~ 

• • 

Application of RICHMOND MEMORIAL HOSPITAL 
for Relief from Taxes Assessed on Real Estate for the year 
1958. 

The. applicant, Richmond Memorial Hospital, represents 
to the Court that: 

1. The applicant was incorporated on November 7, 1947, 
under the laws ·of the State of Virginia as an association 
not organized for profit in which no capital stock may be is­
sued. A copy of its amended articles of incorporation was 
filed as "Exhibit A" with an application heretofore filed for 
relief from taxes erroneously assessed for the years 1956 and 
1957, reference to which is hereby made. 

2. The applicant is the owner of the property (the "l1ospi­
tal property") known as 1300 Westwood Avenue in the City 
of Richmo11d, Virg-inia, upon which is located the Richmond 
Memorial Hospital (the "Hospital"). 

3. By Ordinance No. 49-164-139, adopted December 27, 1949, 
and which amended and re-ordained an ordinance anproven 
July 21, 1947, the City of Richmond designated the Hospital 
as the permanent memorial of the City to her citizens who 

lost lost their lives in World War II. Copies of 
page 31 ~ the 1949 Ordinance and the 1947 Ordinance were 

filed as "Exhibit B" and "Exhibit C" respect­
ively, witJ1 an application for relief from taxes erroneouslv 
assessed for the years 1956 and 1957, reference to which is 
hereby ma.de. 

4. The creation of this Hospital became a maior civic and 
charitable project for the Richmond ·area, and some 33.000 
individuals and corporations made charitable subscriptions 
to the Hospital aggre.!!atin£?," approximately $3,900.000.00, of 
which approxima.telv 9:5% have hecn naid. In addition, an­
plica.nt has recehred ·$1.650.408 from the United States and 
$1,011,540 from the State of Virg-inia. 

5. The hospital property consists of approximately 14 acres 
of real estate, with the hospital building-, nurses home and 
other appurtenant facilities located thereon. Construction 
of the hospital building and conversion of existing imnrove­
ments to hosnital purposes were commenced in 1954 and com­
pleted in 1956. No use of any part of this property has 



8 Supreme Court of Appeals .of Virginia 

been made for any purpose other than hospital purposes 
since prior to 1954. 

6. The City of Richmond levied real estate taxes on the 
hospital property for the year 1958 in the amount of 
$81,789.78 (on an assessed valuation of $4,350,520.00). A copy 
of the bill imposing such tax, Marked "Exhibit A," is at­
tached hereto and made a part hereof. 

7. Section 183 of the Constitution of Virginia (1902), as 
amended, provides in part : 

''Unless otherwise provided in this Constitution, the fol­
lowing property and no other shall be exempt from ta:xation, 
State and local, including inheritance taxes: 

• • • • 

page 32 r ( e) Real estate belonging to, actyally and ex-
clusively occupied and used by, and personal prop­

erty, including endo-wment funds, belonging to * * * hos­
pitals * ~· * conducted not for profit, but exclusively as 
charities * * * 

8. Section 58-12 of the Code of Virginia (1950), as amended, 
provides in part : 

"The following property shall be exempt from taxation, 
State and local, including inheritance taxes: 

• • • • • 

'' ( 5) Real estate belonging to and actually and exclusively 
occupied and used by, and personal property, including en­
dowment funds, belonging to * • * hospitals • • * conducted 
not for profit but exclusively as charities, (which shall be 
deemed to include hospitals operated by nonstock corpora­
Hons not organized ·or conducted for pecuniary profit but 
which may charge persons able to pay in whole or in part 
for their care and treatment) * * * '' 

9. Section 183 of the Constitution of Virginia (1902) and 
Section 58-12 of the Code of Virginia (1950), as amended 
and as quoted above, were in effect on January 1, 1956, and 
at all times since that date. 

10. Applicant has obtained a ruling dated March 7, 1955, 
from the District Director of Internal Revenue, Richmond, 
Virginia, holding that if it operates in accordance. with the 
purposes stated. in its articles of incorporation it is exempt 
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from federal income taxation under Section 501 ( c) ( 3) of the 
Internal Revenue Code of 1954, as a corporation organized 
and operated exclusively for charitable purposes. Accord­
ingly, contributions made to the applicant a.re deductible by 
the donors in computing their federal taxable net income in 
the manner and to the extent provided by Section 170( a) and 

(b) of the Internal Revenue Code of 1954. A copy 
page 33 ~ of such ruling was filed as·" Exhibit E," with an 

application heretofore filed for relief from taxes 
erroneously assessed for the years 1956 and 1957, reference 
to which is hereby ma.de. 

11. Applicant avers that at a.11 times relevant to this pro­
ceeding (including the year 1958) it has operated in accord­
ance with the purposes stated in its articles of incorporation, 
its hospital property has been actually a.nd exclusively oc­
cupied and used as a hospital, and the Hospjt.al operated on 
such property has been operated and conducted not for profit 
but exclusively as a charity, all within the intact and meaning 
of the Constitution and laws of Virginia. 

12. Applica.i1t further ave.rs that the hospital propertv is 
exempt from real estate and other property taxes and that 
the Citv of Richmond has no authoritv in law to levv the 
ahove-~entioned real estate taxes upo~ such proper67

• 

WHEREFORE the applicant prays that it be relieved from 
the payment of such taxes; that such property be declared 
exempt from taxation as long as it is owned by the a.pplicant 
and is maintained and operated as presently provided in the 
applicaJ1t's articles of incorporation: that the Citv Attorney 
of the City of Richmond be directed to defend this applica­
tion: and that all orders be entered as shall seem proper to 
the Court. 

Rec. Nov. 28, 1958. 

• • • • • 

page 46 ~ 

• • • • • 
IN THE MATTER OF RICHMOND EYE HOSPITAL. 

PETITION FOR CORRECTION OF E,RRONEOUS AS­
SESSMENT OF TAXES FOR YEAR 1958. 

The Richmond Eye Hospital respectfully shows that it is 
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aggrieved by the assessment of unlawful and erroneous real 
estate taxes by the City of Richmond against it upon the lot 
of land and the hospital building and other improvements 
thereon known as No. 408 North 12th Street, in the City of 
Richmond, in the amount of $10,396.40 for the year 1958 on a 
valuation of $553,000.00, as shown by the tax bill therefor 
herewith filed, marked Exhibit A, and is entitled to have said 
assessment corrected and expunged from the records. 

In support of this petition, your petitioner shows unto the 
Court the following facts : 

1. Your petitioner is a corporation, duly organized and 
existing under the laws of the Commonwealth of Virginia as a 
non-stock corporation, under the corporate name of Richmond 
Eye Hospital, the certificate of incorporation of which was 
issued by the State Corporation Commission of Virginia on 
March 12, 1946. A copy ·of said charter and the only amend­
ment thereto are filed as exhibits with a. petition heretofore 
filed with reference to correction of an erroneous tax assess-

ment for years 1954 and 1955, to which reference 
page 47 r is made. 

2. Thereafter this corporation entered into an 
agreement with the Medical College of Virginia to lease from 
it at $1.00 per year, or to purchase at its cost price of $14,-
000 the propertv known as 408 North 12th Street, Richmond, 
Virginia, and the Medical College of Virginia agreed to ex­
tend to the Hospital to be erected on said property by your 
petitioner the svstem of heating facilities maintained and 
operated by said College and to furnish heat at cost to said 
Hospital when built. 

3. The General Assembly of Virginia by an Act approved 
and effective February 28, 1950 (Acts 1950, p. 84) authorized 
the sale by the Medical College of Virginia of the property 
known as 408 North 12th Street to your petitioner, and said 

· property was thereafter acquired pursuant to the authority 
of said Act. 

4. The charter of your petitioner, as amended, contains the 
following provisions : 

"The purpose for which the Corporation is formed is to 
accept and receive the benefits of the trust fund created 
under Article Five of the will of Virginia Fox Beveridge, 
deceased, also known as Virginia F. Beveridge and as Vir­
:!!'inia Beveridge, duly probated in the Clerk's Office of the 
Chancery Court of the City of Richmond, Virginia, on the 
22nd day of June, 1945, and of record in said office, and to 
establish and operate a hospital, subject to the limitations 
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hereinafter set forth, in the City of Richmond, Virginia, for 
the care and treatment of residents of the City of Richmond 
and of the Counties of Henrico, Hanover and Chesterfield, in 
said State of Virginia, and of such other places as the di­
rectors shall from time to time determine, who suffer from 
ailments of the eye, and, in furtherance of such primary pur­
pose and as a means to provide additional funds to advance 
and promote the same, to provide, from funds derived from 
other sources, additional facilities for the treatment of cases 
involving the ear, nqse and throat;'' 

''The Corporation shall have no capital stock and its net 
earnings and funds shall at all times be devoted to the pur­
pose of affording a suitable and increasing charitable service 
to the indigent and needy, according to the conditions, if any, 
prescribed by donors of its funds. The Corporation shall 
have power to admit, under rules and regulations to be pre­
scribed and amended from time to time by the directors, as 
patients in the hospital, those deemed also able to pay there­
for, in whole or in part, and to make such charges to such 

patients for the use of its facilities. and eauinment 
page 47 a r as may from time to time be determined by the 

directors, but no funds derived therefrom by the 
corporation over and above its necessary operating expenses 
shall inure to or be paid to or for the benefit of its directors, 
members or any private individual'' 

5. Construction of a hospital upon the property known as 
408 North' 12th Street was completed on or about May 15, 
1952. At all times subsequent thereto said hospital has be­
longed to and been operated in conformity with the provi­
sions of the charter of your petitioner quoted in Section 4 
above, and said property has been actually and exclusively 
occupied and used by said hospital, which has been eonducted 
not for profit but exclusively as a charity. 

6. Section 183 of the Constitution of Virginia provides in 
part as follows : 

"~183. Property exe11ipt from taxation.-U nless otherwise 
provided in this Constitution, the following propertv and no 
other shall be exempt from taxation, State and local, including 
inheritance taxes: 

• • • • • 

" ( e) Real estate belongfog to, actually and exclusively 
occupied and used by, and personal pronerty, including en­
dowment funds, belonging to Young Men's Christian As-
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sociations, and other similar religious associations, orphan 
or other asylums, reformatories, hospitals and nunneries, con­
ducted not for profit, but exclusively as charities, also parks 
or playgrounds held by trustees for the perpetual use of the 
general public." 

7. Section 5 of ~58-12 of the Code of Virginia as it existed 
on .January 1, 1954, contained identically the same language 
as is contained in paragraph (3) of Section 183 of the Con­
stitution. Section 5 of ~58-12 was amended by an Act of 1954, 
effective June 30, 1954. 

"(5) R·eal estate belonging to and actually and exclusively 
occupied and used by, and personal property, including en­
dowment funds, belonging to, Young Men's Christian As­
sociations and other similar religious associations, orphan or 
other asylums, reformatories, hospitals and nunneries, con-

ducted not for profit but exclusively as charities, 
page 48 ~ (which shall be deemed to include hospitals 

operated by non-stock corporations not o1rganized 
or conducted for pecuwiary profit but which may charge per­
sons able to pay in wliole or in pa.rt for the1ir care and treat­
ment), and parks or playgrounds held by trustees for the 
perpetual use of the general public.'' 

the language underscored having peen added by said amend-
ment. 1 

8. Under the aforesaid provfri.ons of the Constitution and 
Statutes of Virginia your petitioner alleges its property is 
exempt from taxation by the City of Richmond and said as­
sessments of real estate taxes against the lot of land and 
hospital building and other improvements thereon known as 
No. 408 North 12th Street in the City of Richmond are un­
constitutional, illegal and void, and constitute a cloud upon 
the title of your petitioner thereto which should be removed. 

WHEREFORE, your petitioner prays that the aforesaid 
assessments of real estate taxes against it may be corrected 
and expunged from the records of the City of Richmond and 
that your petitioner may have such other and further relief 
as may be proper in the premises. 

Rec'd. Nov. 28, 1958 . 

• • • • • 
page 50 ~ 

• • • • • 
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In the matter of the Application of RICHMOND MEMO­
RIAL HOSPITAL for Relief from Taxes Assessed on Real 
Estate for the years 1956 and 1957; 

INTE,RROGATORIES BY CITY OF RICHMOND. 

The defendant the City of Richmond, by counsel, now 
comes and, pursuant to the provisions ,of §§8-320 to 8-323 of 
the Code of Virginia, files against the applicant Richmond 
Memorial Hospital, a non-stock corporation organized under 
the laws of the Commonwealth .of Virginia, the following in­
terrogatories, and prays that the said Richmond Memorial 
Hospital be required to answer the same upon oath, and make 
return thereof before this court on the 20th day of January, 
1958 at 10 o'clock, A. M.: 

1. Please give the number of beds in your hospital, or other 
measure of the capacity of the hospital to accommodate 
patients. 

2. Please give your schedule of rates for rooms and beds, 
meals, nursing, use of operating room, etc. 

3. Are we correct in assuming that charges for surgical 
and medical attention are made, not by the hospital, but by 
the operating surgeon or attending physician? 

4-. For as extensive a portion of the period in which you 
have been in operation, since November 1956 as you have 
figures available for, please state: 

page 51 r (a) The number of patients admitted. 
(b) The daily average census of patients. 

( c) The number of pay patients admitted. 
( d) The number of charity patients admitted (i. e. patients 

admitted without any expectation of payment). 
( e) The number of out patients examined or treated. 
(f) The number of out patients who were pay patients. 
(g) The number of out patients who were charity patients. 
(h) The number of operations performed. 
(i) The number of operations performed free upon charity 

patients. 
(j) The number of operations for which charges were 

made. 

5. Since you have not yet filed with the Securities Division 
of the State Corporation Commission any annual report as 
required by law, please give: 

(a) A statement of operating income and opera.ting ex­
penses for such period as you have figures available. 
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(b) A statement of the amount you carry on your books as 
accounts receivable. · 

(c) A statement of the amount you carry as losses from 
contractual patients, including losses from subscribers to the 
Virginia Hospital Service Association. 

( d) A separate statement of any losses you may carry 
as being attributable to treatment of charity patients. 

6. If you have prepared the statement you propose to file 
with the State Corporation Commission as of December 31, 

1957, please furnish a copy of it with your answers. 
page 52 ~ 7. Please give the names, addresses and salaries 

of any full time salaried resident staff you may 
have. 

8. Please give the names and addresses of your non­
resident medical and surgical staff as of the present time. 

9. Do any of the members of your non-resident medical 
and surgical staff receive salaries 1 If so, please give names 
and amounts. 

10. Please give the number of patients operated upon or 
treated or attended by ea.ch of the members of your resident 
staff and non-resident staff, showing (a) the number of 
patients operated upon or treated or attended free of charge, 
and (b) the number of patients operated upon or treated or 
attended, who were charged for such operation or treatment 
or attendance. 

11. Do any physicians or surgeons other than the members 
of your resident staff and non-resident staff operate or treat 
or attend patients at the hospital? 

12. How many such other physicians or surgeons have 
operated upon or treateil or attended pi:itients at the hospital 
during the period for which you have :figures available 1 

13. How many of the patients operated upon, treated or 
attended by such other physicians or surgeons were charity 
patients, and how many were patients to whom such phy­
sicians or surg-eons made charges for their services? 

14. Is the Richmond Memorial Hospital generallv avail­
able to anv reputable physician or surgeon who wishes to 
operate or treat or attend patients there 1 

15. Approximately how many physicians and surgeons are 
there, nracticing genera.lly in the City of Richmond? 

16. VVho were the members of the committee or QToup 
which prior to incorporation of Richmond Memo­

page 53 r rial Hospital or Community Memorial Hospital 
managed and promoted the hospital project? 

Filed Dec. 17, 1957. 
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• • • • • 

page 54 ~ 

• • • • • 

IN the matter of the Application· of RICHMOND E,YE HOS­
PITAL for Relief from Taxes Assessed ·on Real Estate for 
the year 1957. · 

INTERROGATORIES BY CITY OF RICHMOND. · 

The defendant the City of Richmond, by counsel, now 
comes and, pursua11t to the provisions of §§8-320 to 8-323 
of the Code of Virginia, files against the applicant Rich­
mond Eye Hospital, a non-stock corporation organized under 
the laws of the Commonwealth of Virginia, the following in­
terrogatories, and prays that the said Richmond Eye Hospital 
be required to answer the same upon oath, and make return 
thereof before this court on the 20th day of January, 1958 at 
10 o'clock, A. M.: 

1. Please give the number ·of beds in your hospital, or other 
measure of the capacity of the hospital to accommodate 
patients. 

2. Please give your schedule of rates for rooms and beds, 
meals, nursing, use of operating room, etc. 

3. Are we correct in assuming that charges for surgical 
and medical attention a.re made, not by the hospital, but by 
the operating surgeon or attending physician~ 

4. For as extensive a portion ·of the period in which you 
have beeu in ·operation, since November, 1953 (the period 
May, 1952 to November, 1953 having been covered by the 

answers to interrogatories heretofore filed by you 
page 55 ~ in the Chancery Court of the City of Richmond in 

a proceeding there pending' for the correction of, 
the 1953 assessment) as you have figures available for, please 
state: 

(a) The number of patients admitted. 
(b) The daily average census of patients. 
(c) The number of pay patients admitted. 
(d) The number of charity patients admitted (i.e. patients 

admitted without any expectation of payment). 
( e) The number of out patients examined ·or treated. 
(f) The number of out patients ·who were pay patients. 
(g) The number of out patients·who were charity patients. 
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(h) The number of operations performed. 
(i) The number of operations performed free upon charity 

patients. 
(j) The number of operations for which charges ·were 

made. 

5. If you have figures later than the report on examination 
for the year ending December 31, 1956, filed with the Securi­
ties Division of the State Corporation Commission, please 
give: 

(a) A statement of operating income and operating ex­
penses. 

(b) A statement of the amount you carry on your books 
as accounts receivable. 

(c) A statement of the amount you carry as losses from 
· contractual patients, including losses from subscribers to 

the Virginia Hospital Service Association. 
( d) A separate statement of any losses you may carry as 

being attributable to treatment of charity patients. 

page 56 r 6. Please give the names, addresses and salaries 
of any full time salaried resident staff you may 

have. 
7. Please give the names and addresses of your "medical 

staff," by which we mean the staff of eye, ear, nose and 
throat specialists mentioned in your circular letter of May 12, 
1953, as of the present time. 

8. Do any of the members of your medical staff receive 
salaries~ If so, please give names and amounts. 

9. Please give the number of patients operated upon or 
treated or attended by each of the members of your resident 
staff and medical staff, showing (a) the number of patients 
operated upon or treated or attended free of charge, and (b) 
the number of patients operated upon or treated or attended, 
who were charged for such operation or treatment or at­
tendance. 

10. Do any physicians or surgeons other than the members 
of your resident staff and medical staff operate or treat or 
attend patients at the hospital~ . 

11. How many such other physicians or surgeons have 
operated upon or .treated or attended patients at the hospital 
during the period for which you have figures available~ 

12. How many of the patients operated upon, treated or 
attended by such other physicians or surgeons were charity 
patients; and how many were patients to whom such phy­
sicians or surgeons made charges for their services~ 



City of Richmond v. Richmond Memorial Hospital 17 

13. Is the Richmond Eye Hospital generally available to 
any reputable eye, ear, nose or throat specialist ·who wishc:s 
to operate or treat or attend patients there? 

14. Approximately how many eye, ear, 11ose or throat 
specialists are there, practicing generally in the City of 
Richmond? 

15. Do you admit patients suffering from diseases, m­
nesses or ailments which are not diseases, illnesses 

page 57 ~ or ailments of the eye, ear, nose or throaH 
16. How many such other patients were ad­

mitted for treatment during the period for which you have 
figures available? 

17. Ho'N manv of such other patients were charity patients, 
and how many were patients to whom charges were made for 
hospital care, or for medical or surgical treatment, or for 
both? 

18. On the financial reports for the years ending Decembc>r 
31, 1954, December 31, 1955 and December 31, 1956, filed with 
the State Corporation Commission appear items ''Accounts 
receivable-patients.'' Are we correct in assuming that these 
figures represent unpaid bills rendered pay patients, anr1 
that no part of, the figure represents the ca.re of charity 
patients7 

19. On the same statements as deductions from operatin~· 
income, appear itenis ''free service and adjustments-con­
tractual." Was any other free service afforded by the hos­
pital during the period between November, 1953 and De­
cember 31, 19577 

Filed Dec. 17, 1957. 

• • • • • 

page 60 ~ 

• • • • • 

In the Matter of the Application of RICHMOND MEMO­
RIAL HOSPITAL F'or Relief from Taxes Assessed on Real 
Estate. 

AMENDED MOTION TO QUASH INTERROGATORIES. 

Comes now the applicant, Richmond Memorial Hospital. 
by counsel and in lieu of its Motion To Qua.sh Interrogatories 
of the City of Richmond heretofore filed, the applicant no\v 
moves the Court to quash interrogatories numbered 1, 2, 3, 4, 
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5, 6, 7, 8, 9, 10, 11, 12 and 13 on the ground that said in­
terrogatories are irrelevant and immaterial to the issues 
before the Court and that the answers thereto would be in­
admissible in evidence in this proceeding. 

Filed Mcb. 3, 1958. 

L.A. S . 

• • • • • 

pfi.ge 61 r 
• • . . • 

IN the M.atter of the Application of RICHMOND E,YE HOS­
PITAL For Relief from Taxes Assessed on Real Estate. 

AMENDED MOTION TO QUASH INTERROGATORIES. 

Comes now the applicant, Richmond Eye Hospital, by 
counsel and in lieu of its Motion to Quash Interrogatories of 
the City of Richmond heretofore filed, tb,e applicant nO"w 
moves the Court to quash interrogatories numbered 1, 2, 3, 4, 
5, 6, 7, 8, 9, 10, 11, 12, 15, 16, 17, 18and19 on the ground that 
said interrogatories are irrelevant and immaterial to the 
issues before the Court and that the answers thereto would 
be inadmissible. in evidence in this proceeding. 

Filed Mch. 3, 19'58. 

L.A. S . 

• • • • • 

page 72 r 
• • • • • 

IN THE, MATT'ER OF THE APPLICATION OF RICH­
MOND E,YE HOSPITAL FOR RELIEF1 FROM TAXES 
ASSESSED ON REAL ESTATE. 

ORDER. 

This matter came on this day to be heard on the amended 
motion of the applicant, Richmond Eye Hospital, to quash 
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the interrogatories numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 
15, 16, 17, 18 and 19 propounded to it by the City of Rich­
mond. Thereupon the City of Richmond, by its attorney, 
tendered to the court and asked the court to receive and 
consider in evidence .in support of said interrogatories the 
following documents: · 

1. Certified copies of the interrogatories propounded by 
the City of Richmond and the answers thereto filed by the 
Richmond Eye Hospital in the case therein pending by 
Richmond Eye Hospital for correction of erroneous assess­
ment of real estate taxes. 

2. Typewritten copies of the Attorney General's opinions 
of January 14, 1951 and August 21, 1953 in connection, re­
spectively, with Shenandoah County Memorial Hospital and 
Halifax County Hospital. 

3. Letter of December 1, 1952 from the State Tax Com­
missioner to Mr. A. G. Howell, Administrator of Louise Obici 
Memorial Hospital, aJ1d of letter to John P. McGuire, Jr., 
Esq. of October 28, 1953. 

4. Copies of the application and the order in the case of 
Lei.qh M erno1·wl Hospital, Inc. v. Norfolk and Hospital of St. 
Vincent v. Norfolk and the case ·of Halifaa; Commwnity Hos­

pital Assocwtion, Inc. v. Halifa,x County. 
page 73 ~ 5. The special section of the ·Richmond Times 

Dispatch of January 13, 1957 concerning Richmond 
Memorial Hospital; a News Leader ~.rticle ·of March 19, 1958 
concerning the increase of hospital rates in the city; and an 
article in the Richmond News Leader ·of December 18, 1954 
concerning the application of Halifax Community Hospital 
Association, Inc. for correction of erroneous assessment of 
taxes again.st it by Halifax County. 

And the court, ha.ving maturely considered the same and 
being of the opinion that the evidence tendered by the City 
of Richmond should not be received upon the motion to quash 
the interrogatories, doth refuse to admit the same, to which 
action of the court the City of Richmond, by counsel, ex­
cepted. 

Thereupon, the parties by their respective counsel fully 
argued the amended motion to quash the interrogatories filed 
by the applicant, Richmond Eye Hospital, and the court, 
having maturely considered the briefs previously filed and 
the argument of counsel, and it appearing to the court that 
the court is not now satisfied that the interrogatories which 
the applicant has moved to quash a.re relevant, and such as the 
applicant '''ould be bound to answer _upon a. bill for discovery, 



20 Supreme Court of Appeals of Virginia 

~nd s.uch as the applicant ought to be required to answer, it 
lS 

ORDERED, that the motion of the petitioner, Richmond 
Eye Hospital, to quash interrogatories Nos. 1 t!irough 12 
and 15 through 19 propounded to it by the City of Richmond 
be, and the same hereby is, sustained, to which action of the 
court the City of Richmond, by counsel, duly excepted. 

Refused. 

• • • • 

page 74 r 
• • • • • 

IN THE MATTER OF THE APPLICATION OF RICH­
MOND EYE HOSPITAL FOR RELIEF FROM TAXES 
ASSESSED ON REAL EST'ATE. 

ORDER. 

This matter ca.me on this day to be heard on the amended 
motion of the applicant, Richmond Eye Hospital, to quash 
the interrogatories numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 
12, 15, 16, 17, 18 and 19 propounded to it by the City of 
Richmond. Thereupon, the City of Richmond, by its Attor­
ney, tendered to the Court and asked the Court to receive 
and consider in evidence in support of said interrogatories 
the following documents : 

1. Certified cop~es of the interrogatories propounded by the 
City of Richmond and the answers thereto filed by the Rich­
mond Eye Hospital in the case therein pending by Richmond 
Eye Hospital for correction of erroneous assessment of real 
estate taxes. 

2. Typewritten copies of the Attorney General's opinions · 
of January 14, 1951 and August 21, 1953 in connection, re­
spectively, with Shenandoah County Memorial Hospital and 
Halifax County Hospital. 

3. Letter of December 1, 1952 from the State Tax Com­
missioner to Mr. A. G. Howell, Administrator of Louise 
Obici Memorial Hospital, and of letter to John P. McGuire, 
Jr., Esq. of October 28, 1953~ 

4. Copies of the application and the order in the case of 
Leigh Mern.orial Hospital, Inc. v. Norfolk and Hospital of St. 

• 
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Vincent v. Norfolk and the case of Halifax Co11imun,ity Hos­
pital Associa,tion, Inc. v. Halifax Cownty. 

5. The special section of the Richmond Times Dispatch 
of .J amrnry 13, 1957 concerning Richmond Memorial Hos­
pital; a News Leader article of March 19, 1958 concerning the 

increase of hospital rates in the City; and an 
page 75 ~ article in the Richmond News Leader of December 

18, 1954 concerning the application of Halifax 
Community Hospital Asso0iation, I.nc. for correcti-on of 
erroneous assessment of taxes against it by Halifax County. 

And the Court, having maturely considered the same and 
being of the opinion that no evidence should be received in 
support ·of either the interrogatories or the motion to quash 
the same, doth refuse to admit the same, to which action of 
the Court the City ·of Richmond, h)~ counsel, excepted. 

Thereupon, the parties by their respective counsel fully 
argued tJ1e amended motion to quash the interrogatories 
filed by the a.pplicaJ1t, Richmond Eye Hospital, and the Court, 
having maturely considered the briefs previously filed and 
the argument of counsel, and it appearing to the Court that: 

) 

1. The question presented to the Court by the application 
herein is whether the real estate tax assessed by the Cit~v of 
Richmond against the Hospital is a tax on property which is 
''actually and exclusively occupied and used by "' "' "' hos­
pitals "' "' "' conducted not for profit but exclusively as 
charities''; · 

2 .. The City's interrogatories Nos. 6, 7, 8, 10 and 11 relate 
to the identity of the eye, ear, nose and throat specialists 
who a.re permitted to. nra.ctice at tl1e Hosnital, their status 
(as mem hers of the resident staff, members of the non­
resident staff, or members of neither resident or non-resident 
staff) and their compensation; 

3. As shown by the petition of the Hospital and its answer 
to t11e City's interrog-a.tories Nos. 13 and 14, the Hosnital 
is an ''open hospital'' generally available to any qualified 
eye, ea.r, nose or throat specialist; 

4. Interrogatories Nos. 15, 16 and 17 relate to patients 
suffering from disease or ailments other than 

page 76 ~ those of the eye, ear, nose or throat; 
5. Interrogatories Nos. 1, 2. 3, 4, 5. 9, 12, 17, 18 

and 19 relate to the amount of "free service" (that is, service 
for which no charge or a µartial charge only is made directly 
to the patient) rendered by the Hospital and to whether and 
in what amount charges aTe made to patients by the Hospital 
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or attending physicians and ,surgeons; and the Court being 
of the opinion that : 

1. The identity, status and compensation of the physicians 
and surgeons who practice at the Hospital of the petitioner 
are irrelevant and immaterial in this proceeding; 

2. The nature of the diseases or ailments ,of the patients 
cared for in the Hospital is irrelevant and immaterial in this 
proceeding; and 

3. The exemption from taxation provided in Section 183 ( e) 
of the Constitution and .Section 58-12(5) of the Code of Vir­
ginia does not depend upon whether a hospital otherwise 
qualified for the exemption renders any "free service" or 
makes or permits charges to be made for service rendered to 
its patients in whole or.in part, and that interrogatories with 
respect thereto are irrelevant and immaterial in this pro­
ceeding; 

it is 

ORDERED, that the motion of the petitioner, Richmond 
Eye Hospital, to quash interrogatorie's Nos. 1 through 12 
and 15 through 19 propounded to it by the City of Richmond 
be, and the same hereby is, sustained, to which action of 
the Court the City of Richmond, by counsel, duly excepted. 

Enter 10/7 /58. 

W. M. H . 

• • • • • 

page 77 r 
• • • • • 

IN THE MATTER OF THE APPLICATION OF RICH­
MOND MEMORIAJ_J HOSPITAL FOR RELIEF FROM 
TAXES ASSESSED ON REAL ESTATE. 

ORDER. 

This matter came on this day to be heard on the amended 
motion of the applicant, Richmond Memorial Hospital, to 
quash the interrogatories numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 
11, 12 and 13 propounded to it by the City of Richmond. 
Thereupon the City of Richmond, by its attorney, tendered 
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to the court and asked the court to receive and consider in 
evidence in support of said interrogatories the following 
documents: 

1. Certified copies of the interrogatories propounded by 
the City of Richmond and the answers thereto filed by the 
Richmond Eye Hospital in the case therein pending by Rich­
mond Eye Hospital for correction of erroneous assessment 
of real estate taxes. 

2. Typewritten copies of the Attorney General's opinions 
of January 14, 1951 and August 21, 1953 in connection, re­
spectively, with Shenandoah County Memorial Hospital and 
Halifax County Hospital. 

3. Letter of December 1, 1952 from the State Tax Com­
missioner to Mr. A. G. Howell, Administrator of Louise Obici 
M.emoria.l Hospita.l, and of letter to John P. McGuire, Jr., 
Esq. of October 28, 1953. 

4. Copies of the application and the . order in the case of 
Leigh M enwrial Hospital, bz.c. v. Norfolk and Hospital of St. 
Vi1z.cent v. Norfolk and the case of Halifax Comm,unity Hos­

pital Association, Inc. v. Halifaa; Co111nty. 
page 78 ~ 5. The special section of the Richmond Times 

Dispatch of .January 13, 1957 concerning Rich­
mond Memorial Hospital; a News Leader article of March 
19, 1958. concerning the increase of hospital rates in the· 
City; and an article in the Ricl1mond News Leader of De­
cember 18, 1954 concerning the application of Halifax Com­
munity Hospital Association, Inc. for correction of erroneous 
assessment of taxes against it by Halifax County. 

And the court, having maturely considered the same and 
being of the opinion that the evidence tendered by the Cit~ 
of Richmond should not be received upon the motion to quash 
the interrogatories doth refuse to admit the same, to which 
action of the court the City of Richmond, by counsel, ex­
cepted. 

Thereupon, the parties by their respective counsel fully 
argued the amended motion to quash the interrogatories filed 
by the applicant, Richmond Memorial Hospital, and the court, 
having maturely considered the briefs previously filed and the 
argument of counsel, and it appearing to the court that tJ1e 
court is not now satisfied that the interrogatories which the 
applicant has moved to qua.sh are relevant, and such as the 
applicant \vould be bound] to answer upon a. bill for dis­
covery, a.nd such as the applicant ought to be required to 
answer, it is 
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ORDERED, that the motion of the petitioner, Richmond 
1\fomorial Hospital, to quash interrogatories Nos. 1 through 
13, inclusive, propounded to it by the City of Richmond be, 
and the same hereby is, sustained, to which action of the 
court the City of Richmond by counsel, duly excepted. 

Refused. 

• • • • • 
page 79 ~ 

• • • • • 

IN THE. MATTER OF THE APPLICATION OF RICH­
MOND MEMORIAL HOSPITAL, FOR RELIEF FROM 
TAXES ASSESSED ON REAL ESTATE. 

ORDER. 

This matter came on this day to be heard on the amended 
motion of the applicant, Richmond Memorial Hospital, to 
qua.sh the interrogatories numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 
10, 11, 12 and 13 propounded to it by the City' of Richmond, 
thereupon, the City of Ricl1mond by its Attorney, tendered to 
the Court and asked the Court to receive and consider in 
evidence in support of said interrogatories ,the following 
documents: 

1. Certified copies of the interrogatories propounded by 
the City of Richmond and the answers thereto filed by the 
Richmond Eye Hospital in the case therein pending by Rich­
mond Eye Hospital for correction of erroneous assessment of 
real estate taxes. 

2. Typewritten copies of the Attorney General's opinions 
of January 14, 1951 and August 21, 1953 in connection, re­
spectively, With Shenandoah County Memorial Hospital and 
Halifax County Hospital. 

3. Letter of December 1, 1952 from the State T'ax Com­
missioner to Mr. A. G. Howell, Administrator of Louise 
Obici Memorial Hospital, and of letter to J.ohn P. McGuire, 
Jr., Esq. of October 28, 1953. 

4. Copies of the application and the order in the case of 
Leig·h Memorial Hospital, Inc. v. Norfolk and Hospifol of St. 
Vincent v. Norfolk and the case of Halifax Cornmitmity Hos­
pital Association, Inc. v. Ha,lifaa; Cournty. 

5. The special section of the Richmond Times Dispatch of 
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January 13, 1957 concerning Richmond -Memorial 
page 80 ~ Hospital; a News Leader article ·of March 19, 1958 

concerning the increase of hospital rates in the 
City; and an article in the Richmond News Leader of De­
cember 18, 1954 concerning the application of Halifax Com­
munity Hospital Association, Inc. for correction of erroneous 
assessment of taxes against it by Halifax County. 

And the Co'urt, having maturely considered the same and' 
being of the opinion that no evidence should be received· in 
support of either the interrogatories· or the motion to quash 
the same, doth refuse' to admit the same, to ''.rhich action 
of the Court the City of Richmond, by counsel, excepted. 

Thereupon, the parties by their respective counsel fully 
argued the amended motion to quash tl1e interrogatories :filed 
by the applicant, Richmond Memorial Hospital, and the Court, 
having maturely considered the briefs previously :filed and 
the argument of counsel, and it appearing to the Court that: 

l.. The question presented to the Court by the application 
herein is whether the real estate tax assessed by the Citv 
of Richmond against the Hospital is a tax on property which 
is "actually and exclusively occupied and used by "' "' "' hos­
pitals f.' f., .. conducted not for profit but exclusively as 
charities"; 

2. The City's interrogatories Nos. 7, 8, 9, 11 and 12 relate 
to the identity of the physicians and surgeons who are per­
mitted to practice at the Hospital, their status (as members 
of the resident staff, members of the 11on-resident staff, or 
members .of neither resident or non-resident staff) and their 
compensation ; 

3. As shown by the petition of the Hospital and its answer 
to the City's interrogatory No. 14, the Hospital is an "open 
hospital'' generally available to any qualified physician or 
surgeon; 

4. Interrogatories N.os. 1, 2, 3, 4, 5, 6. lO and 13 
page 81 ~ relate to the amount of "free service" (that is, 

service for which no charge or a partial c11arge 
only is made directly to the patient) rendered by the Hos­
pifal and to whether and in what amount charg·es a.re made t.o 
patients by the Hospital or attending physicians and sur­
georns; 

and the Court being ·Of the opinion that: 

l. The identity, status and compensation of the physicians 
and surgeons v,rho practice at the Hospital of t]Je petitioner 
are irrelevant and immaterial in this proceeding, and 
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2. The exemption from taxation provided in Section 183 ( e) 
of the Constitution and .Section 58-12(5) of the Code of Vir­
ginia does not depend upon whether a hospital otherwise 
qualified for the exemption renders any ''free service'' or 
makes or permits charges to be made for service rendered 
to its patients in whole or in part, and that interrogatories 
with respect thereto are irrelevant and immaterial in this 
proceeding, 

it is 

ORDERED, that the motion of the petitioner, Richmond 
Memorial Hospital, to qua:sh interrogatories Nos. 1 through 
13, inclusive, propounded to it by tJ:i_e City of Richmond be, 
and the same hereby is, sustained, to which action of the 
Court the City of Richmond, by counsel, duly excepted. 

Enter 10/7 /58. 

.. 
page 118 ~ 

• 

• • • 
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HUSTINGS COURT 
of the 

W.M.H. 

. . 

• 

CITY OF RICHMOND 

Mr. John P. McGuire, Jr. 
Assistant City Attorney 
City Hall 
Richmond, Virginia 

Mr. George E·. Haw 
Attorney at Law 
Travelers Building 

' Richmond, Virginia 

,, 

Mr. Eppa Hunton, IV 
Attorney at Law 
Electric Building 
Richmond, Virginia 

April 10, 1959. 
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Re : Richmond Eye Hospital. 

Gentlemen: 

The late Virginia Fox Beveridge (Mrs. Stephen T. Beve­
ridge) in her last will and testament devised and bequeathed 
to State-Planters Bank and Trust Company, as Trustee, the 
residue of her estate, of which residue forty per cent ( 40%) 
was directed to be used by said Trustee in the establishment 
of a hospital in Richmond, Virginia, for eye work with its 
principal work to be along charitable lines and mainly for the 
residents of Richmond City and the Counties of Henrico, 
Hanover and Chesterfield. Said forty per cent ( 40%) 
amounted to approximately Two hundred thousand dollars 
($200,000.00). The late Mr. and Mrs. A. D. Williams became 
interested in the proposed hospital and contributed to it One 
hundred and eighty thousand dollars ($180,000.00). Con­
tributions from other private sources amounted to approxi­
mately Fifty thousand ($50,000.00) dollars. The Federal 
Government under the Hill-Burton Act contributed forty 
eight per cent ( 48%) of the construction cost and the State of 
Virginia seven per cent (7%) of the cost thereof. The total 
contributions amounted to Seven hundred and seventy five 
thousand dollars ($775,000.00). Subsequently Mr. and Mrs. 
A. D. -Williams established a trust fund in the amount of 
Three hundred thousand ($300,000.00) dollars for the benefit 

of the hospital, the income from which is payable 
page 119 ( to the hospital for its maintenance and support. 

There have been other substantial gifts made to 
the hospital by individuals and corporations. The hospital 
was organized under the name of Richmond Eye Hospital 
and is a Non Stock Corpomtion. It is a small forty (40) bed 
hospital of the type usually referred to as a "Specialtv 
hospital." The rates charged by it are comparable, to those 
charged by other hospitals in the area. There are approxi­
mately thirty-three doctors on its active staff, and approxi­
mately thirty doctors and nine dentists on its courtesy staff. 
It is an open staff hospital, and its facilities are open to anv 
eligible doctor or dentist in the Richmond area. Heat is 
furnished the hospital by the Medical College of Virginia at 
cost. 

The Virginia Supreme Court of Appeals has never decided 
a case similar to the case now pending before this Court 
that is to say what is a charity or a hospital conducted ex­
clusively as a charity. There ha:ve been hospital cases, hut 
these involved the question of negligence and not the question 
of taxation. 
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Section 183 of the Constitution of Virginia provides in part 
as follows: 

§Property exempt for taxation-Unless otherwise provided 
in this Constitution, the following property and no other 
shall be exempt from taxation, State and local, including 
inheritance taxes: 

• • • • • 

( c) Real estate be1onging to, actually and exclusively oc­
cupied and used by, and personal property, including endow­
ment funds, belonging to Young M.en 's Christian Associa­
tions, and other similar religious associations, orphan or 
other asylums, reformatories, hospitals and nurseries, con­
ducted not for profit, but exclusively as charities, also parks 
or playgrounds held by trustees for the perpetual use of the 
general public. 

In 1954 the General Assembly of Virginia amended Section 
58.12 (5) of the Code of Virginia, which until that time 
contained identically the same language as is 0ontained in 
paragraph (3) of Section 183 of the Constitution . 

. Section 58.12 ( 5) of the Code of Virginia was amended in 
1954 as follows: 

"(5) Real estate belonging to and actually and exclusively 
occupied and used by, and personal property, including en­
do-wment funds, belonging to, Young Men's Christian Asso­
ciations, and other similar religious associations, orphan or 
other asylums, reformatories, hospitals and nurseries, con­
ducted not for profit but exclusively as charities, (which. shall 
be deemed to include hospitals operated by Non Stocik Cor­
porations not organized or conrkwted for p1ecuniary profit but 
which may charge persons ah le to pay in 'whole or in part for 
their care and t1rea.tm1ent) and parks or playgrounds held by 

trustees for the perpetual use of the general 
page 120 ~ pu hlic. '' 

After reviewing the re0ord in this case the 
Court is of the opinion that Richmond Eye Hospital is a 
charitable institution, and is therefore exempt from the pay­
ment of real estate taxes assessed against it by the City of 
Richmond. 

In closing the Court desires to express its appreciation to 
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counsel f.or the excellent briefs they have filed in these pro­
ceedings. They have been most helpful to the Court. 

Very truly yours, 

·w. MOSCOE HUNTLEY, Judge. 

page 121 ~ 

• • • 

HUSTINGS COURT 
of the 

CITY OF RICHMOND 

• 

April 10, 1959. 

Mr. John P. McGuire, Jr. 
Assistant City Attorney 
City Hall 
Richmond, Virginia 

Mr. Lewis F. Powell 
Attorney at Law 
Electric Building 
Richmond, Virginia 

Re: Richmond Memorial Hospital. 

Gentlemen: 

The Richmond Memorial Hospital, a Non Stock Corpora­
tion, organized and existing under the laws of the Common­
wealth of Virginia, came into existence by virture of the con­
certed efforts of a numiber of public spirited citizens. Some 
seven hundred and fifty (750) citizens solicited funds from 
the public at large, and were instrumental in securing 0on­
tributions from over Thirty-Three thousand (33,000) per­
sons and corporations amounting in the aggregate to ap­
proximately Three million nine hundred thousand dollars 
$3,900,000.00). Hill-Burton funds and an appropriation by the 
General Assembly of Virginia amounted to Three million 
one hunored thousand dollars ($3,100,000.00). The total 
amount thus raised amounted to some Seven million dollars 
($7,000,000.00). The Council of the City of Richmond by 
appropriate ordinance designated the hospital as Richmond's 
Official "'\Vorld War II Memorial. The hospital is operated 
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as an open staff hospital and over four hundred and fifty 
( 450) doctors and surgeons in this area have access to its 
facilities. There are approximately three hundred and 
seventy four (374) beds available for patients. The hospital 
rates are comparable to those charged by other hospitals 
in the area. There can be no question, but that it serves a 
necessary and important community need. 

The Virginia .Supreme Court of Appeals has never decided 
a case similar to the case now pending before this Court 
that is to say what is a charity or a hospital conducted ex­
clusively as a charity. There have been hospital cases, but 
the.se involved the question of negligence and not the question 

of taxation. · 
page 122 r Section 183 of the Constitution of Virginia 

provides in part as follows : 

~Property exempt f.or taxation-Unless otherwise provided 
in this Constitution, the following property and no other · 
shall be exempt from taxation, State and local, including 
inheritance taxes: 

• • • • • 

( c) Real estate belonging to, actually and exclusively oc­
cupied and used by, and personal property, including en­
dowment funds, belonging to Young Men's Christian As­
sociations, and other similar religious associations, orphan 
or other asylums, reformatories, hospitals and nurseries, con­
ducted not for profit, but exclusively as charities, als·o parks 
or playgrounds held by trustees for the perpetual use of the 
general public. 

In 1954 the General Assembly of Virginia amended Section 
58.12 (5) of the Code of Virginia, which until that time con­
tained identically the same language as is contained in para­
graph (3) of Section 183 qf the Constitution . 

.Section 58.12 ( 5) of the Code of Virginia was amended 
in 1954 as follows : 

'' ( 5) Real estate belonging to and actually and exclusively 
occupied and used by, and personal property, including en­
dowment funds, belonging to, Young Men's Christian Asso­
ciations;-and other similar religious associations, orphan or 
other asyltims, reformatories, hospitals and nurseries, con­
ducted not for profit but exclusively as charities, (which shall 
be deemed to includ.e hospitals operated by Non-Stock Cor­
porations not organized or conducted for pecurui°'ry profit but 
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which may charge persons able to pay in whole or in part for 
their care and treatm'ent) and parks or playgrounds held by 
trustees for the perpetual use of the general public.'' 

The Richmond Memorial Hospital is a Non-Stock Corpora­
tion. It is not conducted for profit, has no stockholders. 
The revenue it receives is devoted exclusively to the opera­
tion of the hospital. Every brick and trowel of mortar rep­
resents the generosity of a public-spirited community. 

After reviewing the record in this case the Court is of the 
opinion that Richmond Memorial Hospital is a charitable 
institution, and is therefore exempt from the payment of real 
estate taxes assessed against it by the City of Richmon.cl. 

In closing the Court desires to express its appreciation to 
counsel for the excellent briefs they have filed in these pro­
ceedings. They have been most helpful to the Court. 

Very truly yours, 

W. MOSCOE HUNTLEY, Judge 

• • • • • 

page 124 ~ 

• • • • • 

ORDER. 

These causes, which were consolidated by order entered 
herein March 26, 1959, came on to be further heard upon the 
petitions of Richmond Memorial Hospital and Richmond Eye 
Hospital and on the evidence introduced in open court and 
were argued by counsel, and it appearing to the Court: 

1. 

That Richmond Memorial Hospital and Richmond Eye 
Hospital are corporations duly organized and existing under 
the laws of the 'State of Virginia for the purpose of opera.ting 
hospitals not for profit but exclusively for charity; 

2. 

(a) That the said Richmond Memorial Hospital did operate 
a hospital not for profit but exclusively for charity in the 
City of Richmond, Virginia, on the first days f o January, 
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1956, 1957 and 1958, and that the real estate here­
page 125 r inafter mentioned is situated in the City of Rich-

mond, Virginia, and was owned. by it and was 
actually and exclusively occupied and used in the operation 
thereof on the :first days of January in each of said years and 
at all times relevant hereto; 

(h) That the said real estate was assessed by the City of 
Richmond ·with real estate taxes for the year 1956 in the 
amount of $54,125.58, for the year 1957 in the amount of 
$73,696.38, and the year 1958 in the amount of $81,789.78, 
and that said assessments were erroneously made thereon; 

3. 

(a) That the said Richmond Eye Hospital did operate a 
hospital not for profit but exclusively for charity in the City 
of Richmond, Virginia, on the first days of January, 1954, 
1955, 1956, 1957 and 1958, and that the real estate hereinafter 
mentioned is situated in the City of Richmond, Virginia, and 
was owned by it and was actually and exclusively occupied 
and used in the operation thereof on the first day of Jan­
uary in each of said years and at all times relevant hereto; 

(b) That the said real estate was assessed by the City 
of Richmond with real estate taxes for the year 1954 in the 
amount of $12,053.80, for the year 1955 in the arno1mt of 
$10,410.10, for the year 1956 in the amount of $10,396.40, for 
the year 1957 in the amount of $10,396.40, and for the -vear 
1958 in the amount of $10,396.40, and that said assessments 
were erroneously made thereon. 

It is ADJUDGED, ORDERED and DECREED that the 
assessments made by the City of Richmond against Richmond 
Memorial Hospital for the year 1956 in ·the amount of 

$54,125.58, for the year 1957 in tbe amount of 
page 126 r $73,696.38, and for the year 1958 in the amount of 

$81,789.78 on property deseribed on the Land 
Books of the City of Richmond as follows: 

"1300 901X693 
N\iV \iVESTWOOD & LA!\;[ONT 

40 
N 1330" 

be, and the same are, hereby eliminated and are to be struck 
from sand Land Books as erroneous assessments, and said 
assessments are hereby declared void and of no effect: and 

It is further ADJUDGED, ORDERED and DECREED 
that the assessments made by the City of Richmond against 
Richmond Eye Hospital for the year 1954 in the amount of 
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$12,053.80, for the year 1955 in the amount of $10,410.10, for 
the year 1956 in the amount of $10,396.40, for the year 1957 
in the amount of $10,396.40, and for the year 1958 in the 
amount of $10,396.40 on property described on the Land 

.Books _of the City of Richmond as follows: 

"408 64X106 
W 12TH CLAY & MAR-SHALL E 207" 

be, and the same are, hereby eliminated and are to be struck 
from said Land Books as erroneous assessments, and said 
assessments are hereby declared void and of no effect, to 
which action of the Court, the City of Richmond by counsel 
duly objected and excepted. . 

Tbe Assistant Citv Attornev for the Citv of Richmond 
was present and def e·~1ded the s·~id application'.s and the Com­
missioner of Revenue -and the Assessor of Real Estate who 
made the said assessments were present and were examined 
as witnesses touching the said obligation. 

The Clerk 0f this Court is directed to cause certified copies 
of this order to be delivered to the Commissioner of Revenue, 
Assessor of Real Estate and Collector of City Taxes of the 
City of Richmond. 

And to all of the foregoing action of the Court the City 
of Richmond, by counsel, excepted. 

Enter 5/13/59. 

W. M. H . 

• • • • • 

• • • • • 

page 9 r Mr. McGuire.: If the Court please, there are two 
or three things I think ought to be taken up before 

counsel for the two hospitals start calling the!r witnesses. 
First, I think the record ought to be plain just what cases we 

are trying. The Richmond Eye Hospital, as our file shows, fin­
ished construction and commenced operation in 1952, and the 
Richmond Memorial Hospital completed construction and 
started oDeration sometime during the year 1956. The original 
application for correction of assessment was filed by Rich­
mond Eye Hospital in the Chancery Court of the City of Rich­
mond in 1953, which was for the correction of assessment fol' 
1952 and 19'53, but since that .time every year, I think, Rich-
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rnond Eye Hospital has :filed an additional application in order 
to keep the statutory time limit from running on successive 
annual assessments. The Richmond Memorial Hospital has 
done the same thing. Their original application was filed in 

1957, to ask for correction of the assessment from 
page 10 ~ 1956 and 1957. 

About a year ago, when I filed the interroga­
tories in this case, it seemed logical to me to actually file them 
in the current cases, so I :filed interrogatories as to Richmond 
Eye Hospital and so stated in the caption-''In the matter of 
the application of Richmond Eye Hospital for relief from 
taxes assessed on real estate for the year 1957." That is the 
way I wrote it, so as to identify the application. 

Similarly, for interrogatories filed in the case involving 
Richmond Memorial Hospital, I captioned it "In the matter of 
the application of Richmond Memorial Hospital for relief 
from taxes assessed on real estate for the years 19·56 and 
1957.'' 

A decision in these cases, of course, would govern the other 
applications, but if it is agreeable to other counsel I think it 
ought to be understood these are the cases we are trying and 
the records we are making up. Is that agreeable? 

Mr. Hunton: Entirely agreeable. 
Mr. Powell: I thought, so far as Richmond Me­

page 11 r morial Hospital is concerned, it might be appro­
priate to consolidate the pending applications for 

trial. I think the. results would be the same in either case. 
Mr. McGuire: That is entirely agreeable to me but there 

has been no such order of consolidation and that is why I 
thought we should have the record show what I have just 
stated. It is agreeable to me, whatever Mr. Hunton and Mr. 
Powell think should be done. 

Mr. Powell: I assume, if it is agreeable with counsel for 
the city, we may agree here in open'court that the cases may 
be consolidated for trial and the evidence introduced will be 
deemed to be introduced in support of all pending petitions. 

Mr. McGuire: I agree to that. 
Mr. Powell: If an order seems necessary or desirable, we 

will prepare and submit it. 
Mr. Hunton: Your Honor, there is one case with respect to 

R.ichmond Eye Hospital which was instituted in the Chancery 
Court and there is a question of whether that can be removed 

to this Court, since there is some question of 
page ·12 r whether the statute of limitations has run, so that 

is not a part of the matters being consolidated here, 
I take it. 

Mr. McGuire: You are quite right. I stated to the Court 
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that the original Richmond Eye Hospital application was filed 
in the Chancery Court but I failed to state that subsequent 
applications, for jurisdictional reasons, have been :filed in this 
Court. 

Another matter, Your Honor, I took the liberty of telling 
the witnesses I summonsed for the city they need not appear 
here this morning. I summonsed a number of witnesses and 
they include both physicians and surgeons. I undertook to ad­
vise them by telephone that it. would not be necessary to ap­
pear this morning. The surgeons have their schedules set a 
day or two in advance and I was going to ask opposing counsel 
if they could now estimate how long they thought it would 
take them to put on their evidence, if such an estimate can be 
made, and I will have my people notified during the course of 
the day. Before they undertake to make such an estimate, 
however, perhaps I ought to inquire into the nature of the 

response that will be made to the summonses to 
page 13 r produce books and papers. It might have some ef­

fect on the length of time that will be consumed. 
Mr. Powell: If Your Honor please, a summons was di­

rected to Mr. Prather, Administrator of the Richmond Memo­
rial Hospital, to produce certain records to enable him to re­
spond to certain questions outlined in the summons. Mr. Pra­
ther is here, as is Mr. Bartley. Mr. Prather is Administrator 
of the hospital and Mr. Bartley is Assistant Administrator. 
One or both of those gentlemen is prepared to answer the 
questions in Mr. McGuire's interrogatories, and as set forth 
in his subpoena, to the extent that they can. We did not bring 
the records to court this morning-. The records that would be 
necessary to answer accurately the last two questions in the 
subpoena are quite voluminous and we estimate it might take 
one man two to three weeks to review those records to ascer­
tain precisely the answer Mr. McGuire wishes. 

The suggestion I make is that at the proper time Mr. Mc­
Guire propound such questions as he may deem appropriate 

and as the court considers admissible, to Mr. Pra­
page 14 r ther or Mr. Bartley, and if be then feels he wishes 

to have the records produced and if the court thinks 
they are necessary, we will have a truck bring them down. 

Mr. McGuire: I don't know what I would do with a truck­
ful of records. It is not the records themselves but the infor­
mation which I seek. The reason I said what I did was because 
of the position taken by counsel for the Richmond Memorial 
Hospital and the Richmond Eye Hospital on the interrogator­
ies. I didn't know what position they might take with ref­
erence to the subpoena. Is it possible for counsel to estimate 
how long it will take them to put on their two cases~ 
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Mr. Powell: I might say Mr. Hunton and Mr. Haw have 
suggested that Richmond Memorial Hospital put on its evi­
dence first, since the evidence introduced by Richmond Memo­
rial Hospital will probably take longer than that contemplated 
in behalf of the Eye Hospital. In terms of how long it will 
take to put on our affirmative evidence., I would assume we 
can conclude that by mid-afternoon, providing the City Attor­
ney does not cross examine. 

page 15 ~ Note : There followed an off the record discus­
s10n. 

Mr. Powell: May it please the court, before calling the first 
witness, I assume in view of the full preliminary arguments 
we have had in this case and the filing of briefs, it will not be 
necessary to make .an opening statement in the conventional 
sense. 

The Court: Not unless you desire to do so. 
Mr. Powell: I would like to make a very brief statement 

for the record as follows : 

In the order entered by the court on October 7, 1958, with 
respect to the issues raised by the City's interrogatories this 
Court held, among other things, as follows: 

''The exemption from taxation provided in Section 183 ( e) 
of the Constitution and Section 58-12(5) of the Code of Vir­
ginia does not depend upon whether a hospital otherwise qual­
ified for the exemption renders any "free service" or makes 
or permits charges to be made for servl.ce rendered to its pa­
tients in whole or in part, and that interrogatories with re~ 
spect thereto a.re irrelevant and immaterial in this pr·oceed­
ing." 

page 16 r We are here today to present evidence on behaif 
of the two hospitals to show, to use the words of the 

Court, that they are ''otherwise qualified for the exemption" 
specified by Section 183 ( e). In introducing evidence to prove 
that Richmond Memorial Hospital is otherwise qualified for 
this exemption, we wish to present a full and complete pictur-'l 
of the orig·in and nature of this hospital, and of the manner 
in which it serves all of the citizens of this community. 

At the time of the argument on the interrogatories, we said 
to the Court that while we. were convinced as a matter of law 
that whether or not any free service was rendered is com­
pletely immaterial, we nevertheless intended at the trial on the 
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merits to present to the Court all possible information as to 
the manner in which this community institution actually func­
tions. 

It therefore may be anticipated, in connection with proving 
that Richmond Memorial Hospital is, in the words of the 
Court's Order, "otherwise qualified for the exemption", and 
also as a part of making the fullest possible disclosure to the 

Court, there will be reference to all types of serv­
page 17 ~ ice rendered by the Hospital-including the free 

service which has been rendered even during its 
first two years. By making these references to free service, we 
of course do not waive, or recede to any extent, from our legal 
position and from the Court's Order of October 7, 1958, that 
the extent of free service rendered by a hospital otherwise 
qualified is immaterial and irrelevant to the issue in this case. 
In short, we assume that this ruling is the law in this case, as 
we believe it to be the law of Virginia, but in proving the al­
legations of our Petition and in making a full disclosure to the 
Court witnesses for the Hospital will naturally cover all types 
of service of everv kind rendered by this institution which 
serves the hospital needs of all who are sick, regardless of 
their financial ability. 

page 18 r D. TENNANT BRYAN, 
a witness called bv the Richmond Memorial Hos­

pital, after being duly sworn·; testified as follows: 

DIRECT EXAMINATION. 

By Mr. Powell: 
Q. Mr. Bryan, please state your name and r.esidence. 
A. My name is Tennant Bryan, and I live at 211 Ampthill 

Road. 
Q. \Vhat is your occupation, sir~ 
A. I am a newspaper man. 
Q. ·wm you state briefly what official connection, if any, you 

have had with Richmond Memorial Hospital, going back and 
answering that question as to the first official connection you 
had with it~ 

A. Starting at the very beginning, starting from now and 
going back~ 

Q. Starting at the beginning and coming forward to now. 
A. My first connection with it was in 1945 when the Presi­

dent of the Richmond War and Community Chest appointed a 
committee very late in 1945 to seek follow-up on reports that 
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had been made on the need for new hospital beds L11 
page 19 r Richmond, to determine the accuracy of that report 

and to determine whether such a hospital could, in 
fact, be built and operated. 

Q. Mr. Bryan, at that particular point if you would state 
merely your various official connections with the hospital, then 
we will come back to the story of the origin and development 
of the hospital. 

A. First I was a member of the steering committee of :five, 
consisting of Harry Augustine, Theodore Adams, Jim Gal­
leher, Buford Scott and myself, appointed by the President of 
the \Var and Community Chest. That developed into a group 
of incorporators and a Board of Trustees about a year later, 
and I was one of the incorporators and Trustees and an officer 
in the original incorporated hospital. 

I continued in that capacity until 1949, when we did deter­
mine to put on a campaign and I was at that time appointed 
general chairman of the campaign to raise the money for the 
building of the hospital. I continued in that until t.he cam­
paign was over and, as I recall it, I have been re-elected Trus­
tee and Vice President of the hospital corporation from that 
time up until now. 

Q. You are still a Vice President? 
A. Still Vice President and still Trustee, and 

page 20 ~ on the executive committee. 
Q. You have served in those capacities at all 

times? 
A. Yes, sir. 
Q. Now, Mr. Bryan, would you please go back _to the steer­

ing· committee which you first mentioned and state briefly what 
its function was and what it did? 

A. Well, there had been a report made under the sponsor­
ship of the Richmond Community Council, to ~et.ermine 
whether there was in fact a need ,for general hospital beds in 
Richmond. This citizens committeee or steering committee 
which I mentioned was appointed by the parent body, the 
Richmond War and Community Fund, simply to reaffirm or to 
deny the validity of the study which had been made. 

Q. As to the need for the bospitaU 
A. As to the need for additional general hospital beds. 
Q. Did the committee make a study? 
A. The committee made a study covering a period of se.v­

eral months. I don't remember exactly bow n;iany months, but 
we came to the conclusion the report was accurate, that the 
need existed, and that it could best be met by the establish-
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ment of a new hospital rather than by the augmentation of 
existing facilities. 

page 21 ~ We reported that back to the pare.nt body, which 
had become again the Richmond Area Community 

Fund, reported our recommendations that a Board of Trus­
tees be established and that a hospital be incorporated. That 
report was approved and we proceeded to incorporate the 
hospital in 1946, as I recollect-maybe 1947. 

Q. 'lv ere you one of the incorporators who signed the cer­
tificate of incorporation of the hospital~ 

A. Yes, sir. 
Q. After its incorporation, Mr. Bryan, what happened vvit'1 

respect to financing the construction of the hospital? 
A. That is a very long story. Nothing happened for quite :i, 

while. 'lv alter Robertson was the first ·President of the new 
corporation, and he appointed several committees to deter­
mine whether the money could be raised to build a hospital 
and at that particular time-which was 1947 and 1948--it ap­
peared that we could not raise enough money to build a hos­
pital of the magnitude that had been envisioned in the report. 

I think the principal trouble was that nobody-it wasn't 
sufficiently specific as to where the hospital was going to be 
and what it was going to do, although everybody knew o;en­
erally what it was supposed to be and do, and frankly it 

wasn't until 1949 when the idea had gained suffi­
page 22 ~ cient popular support in the community to make us 

feel we could proceed with a campaign for funds, 
and as a consequence in 1949 we undertook to organize a cam­
paign and we found our assumption had been correct and 
there was a considerable amount of popular support for such a 
movement. 

\Ve were able to raise through public subscription approx­
imately three million nine hundred thousand dollars-a little 
less than that, and through Hill-Burton funds and subsequent 
contributions from the State of Virginia, we raised almost 
seven million dollars, with which-I don't belabor the. obvious, 
Your Honor,-there has now been built a~d is operating what 
is called the Richmond Memorial Hospital. 

Q. Do you recall the approximate number of individuals 
and corporations that made gifts to the Richmond Memorial 
Hospital during this campaign~ 

A. Y.l e bad to estimate that, Mr. Powell, I am sorry to say. 
\\Te have no exactly accurate figure because there were so 
many contributions made by clubs which had an uncertain 
membership as to members. The best we could figure. was 
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about 33,000. There were Sunday School groups and depart­
ments of business org·anizations that made contributions a::> 
groups. -we never did :figure out exactly how many people 

contributed, but I think it is safe to say at least 
page 23 r 33,000. 

Q. Is the Richmond Memorial Hospital involved 
in this controversy the hospital which ·was built with this fund 
you mentioned 1 

A. Yes, sir. 
Q. You referred to community sentiment. What, if any, con­

nection did and does this hospital have with the War Memorial 
of the City of Richmo·nd 1 

A. °"T-eil, by action of the City Council, I don't rem·ember 
the date, but I know it is a matter of record, the new hospital 
which was then called, at the time was called Richmond Com­
munity Hospital, was designated the official ·vv ar Memorial for 
the City of Richmond. At a subsequent time when the name 
of the liospital corporation was changed, the City Council 
amended its original ordinance to conform to the new name. 

Q. Do you happen to recall ·why the name was changed 1 
A. Yes, sir. I recall it very unpleasantly. Nobody had 

thought there ·was already a community hospital, and there 
might be considerable confusion as between the two institu­
tions. That was the principal reason. That was what brought 
about the change. 

Q. The conflict in the original name~ 
A. The conflict in the original name which, 

page 24 r frankly, we did not consider. 
Q. Mr. Bryan, I am handing you attested copies 

of the two ordinances by City Council to which you have re­
f erred. I would like to ask you if you would please :file these as 
exhibits with your testimony. 

A. I will, sir, gladly. 

Note: Attested copies of the two ordinances referred to 
were filed and marked Bryan Exhibit No. 1 and Bryan Exhibit 
No.2. 

Bv Mr. Powell: 
0

Q. Do you recall whether or not there was a poll made of 
the veterans in the Citv of Richmond in connection with the 
designation of this insti'tution as the World War II MemoriaH , 

A. I am not clear as to whether or not a poll was made of 
the veterans in the. City of Richmond. I know there was a poll 
made of the survivors of the veterans who had been killed 
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in the war-I should say survivors of men who had been killed 
in the war. I think there was an unofficial poll made of veterans 
as well, but I am not quite clear on that. 

Q. Do you recall whether the result of this poll was in 
favor of the Memorial Hospital or noU 

A. By a sizeable majority it was in favor. There were a few 
who did not like the idea at all. 

page 25 r Q. Mr. Bryan, I hand you a certified copy of a 
letter dated March 7, 1955, from the United States 

Treasury Department, Internal Revenue Service, District Di­
rector, Richmond, Virginia, addressed to Richmond Memorial 
Hospital, with respect to the tax status under Federal Law of 
the hospital, and ask you whether that letter was received 
by the hospital on or about the date it states 7 

A. Yes, sir, I remember it very well. Mr. Henley called me 
up and told me he had it. 

Note: The attested copy of letter referred to was filed in 
evidence and marked Bryan Exhibit No. 3. 

Q. Mr. Bryan, you spoke of the campaign that resulted in 
the raising of approximately three million nine hundred thou­
sand dollars and your having been the campaign general who 
was in charge of that effort. Do you happen to recall approx­
imately how many citizens of this community took part in the 
raising of that money7 

A. The campaign was in two phases. There was one in which 
a comparatively few people took part, in which the larger cor­
porate gifts and memorial gifts were solicited. Not over 150 
citizens took part in the initial phases. 

When that had been substantially completed, we 
page 26 r then undertook the public campaign. Lewis Chewn-

ing was the chairman and I cannot say with cer­
tainty whether there were five or six hundred people partici­
pating as solicitors, but there were at least five hundred and 
probably six hundred. 

Q. You ref erred to the fact you have been an officer of the 
hospital from its inception, both before a1id after its incor­
poration. \Vhat compensation, if any, have you received for 
your services in those capacities~ 

A. The customary compensation, Mr. Powell. 
Q. Which is zero7 
A. Yes, sir. 
Q. Mr. Bryan, I hand you a certified copy, or rather a copy 

which has been attested by the Assistant Secretary of the 
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hospital, of the charter and by-laws of the Richmond Memo­
rial Hospital. In view of your testimony you were an incor­
porator of the hospital, I would like ito ask you if you can iden­
tify those documents and if so will you please fi.le them with 
your testimony~ I think you will see the charter indicates you 
were an incorporator. 

A. Yes, sir. It is dated October 30, 1947. Here is the signa­
ture right here. Do you want me to read the whole thing~ 

Q. Oh no-just identify it. 
page 27 r A. It looks exactly like what I remember having 

signed. 

Mr. Powell: ·we have Mr. Bartley present, who is the per­
son who made the certifi.cation. If Mr. Bryan will identify it 
ge11erally, we will put Mr. Bartley on later and have him 
identify it also . 
. Mr. McGuire: I will be glad to stipulate it. 

Note: The certifi.ed copy of charter and by-laws of Rich­
mond Memorial Hospital was fi.led in evidence and marked 
Bryan Exhibit No. 4. 

CROSS EXAMINATION. 

By Mr. McGuire: 
Q. Mr. Bryan, during these campaigns to raise money for 

the construction of the hospital, was the public given any in­
formation or was any general statement made about whether 
or not this hospital would take indigent patients and treat 
them free or to what extent such charity work would be done~ 

Mr. Powell: Just a moment. For the record I would like 
to state that we consider testimony to this effect to be irrele­

vant to the legal question, but as I stated to the 
page 28 r court in opening remarks. I think it is inevitable in 

the presentation of the full story of the origin and 
operation of the hospital that we go into it. I will not object 
any further but I do think the record ought to show that the 
legal point is as expressed in the opening statement and as 
stated, we think correctly, in Your Honor's ruling. 

Mr. McGuire: If the court please, I do not wish to belabo1· 
this thing or to reargue matters that the court may consider 
that it bas ruled upon. If the court desires I will say only that 
irregardless of the ultimate position of the court on the ques­
tfon of whether or not these hospitals are exempt, there is 
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hardly a case on the books-and there must be hundreds of 
them involving a question of whether or not a hospital is 
exempt from taxation under some constitutional or statutory 
provision relating to charitable institutions-there is hardly 
such a case to be found in which the court has not considered 
as a factor the question of to what extent charity patients, 

that is, patients unable to pay for medical attention 
page 29 ~ required, are taken and treated without charge. 

There is no Virginia tax case. in the Court of Ap­
peals. The Court of Appeals has not decided any tax case in­
volving that question, but there are five tort cases and in at 
least three of those opinions the Court mentioned that ques­
tion, and the question has been mentioned in the circuit court 
cases with which the court is familiar. 

That is all I desire to say about it. I think these matters are 
certainly relevant to the picture, whether they are controlling 
or not. That is another thing. 

The Court: I think the question is perfectly proper. 

A. Please state your question again. 

By Mr. McGuire: 
Q. All right. I would like to know what, if anything, the pub­

lic was told about the intent with regard to the treatment of 
indigent patients, at the time this money was being solicited. 

A. There was a good deal of confusion on that subje'Ct dur­
ing the early days of the formation of this hospital, I mean, 
prior to the actual construction and prior to the time the. 
money was raised, even. There were a great many people in 

town who thought it was going to be entirely a free 
page 30 r hospital, as a war memorial, it should be free and 

nobody should be charged, so our trustees had to 
grapple with that problem. 

At the time the campaign began in late 1949 or early 1950, 
we bad evolved a policy on the matter and that policy, by an 
odd coincidence, was put in a printed booklet called '' Ques­
tions and Answers, Richmond Memorial Hospital Building 
~und." We had to cover that because it was a question every­
body was asking. 

Under question No. 9 we said: 

''Will the new hospital care for charity patients~ 
''Answer: Yes, to the extent the resources of the hospital 

will permit. It is intended to establish reserves and from tim'3 
to time to seek donations and grants for this purpose." 
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So we, I think, made it as clear as we could at that time. that 
we had no funds at the inception of operations specifically set 
aside for the care of indigent patients, but we knew and we 
explained to those who asked the question that we knew we 
were going to take care of indigent patients because every 
hospital does. Whether it be a charity hospital or not, e.very 
hospital has some indigent patients who get in and don't pay. 

Q. You can't get them out~ 
page 31 ~ A. You can get them out but sometimes it is a 

l~ttle more difficult. On the other hand, we had in 
our minds all along and still have in our minds that as funds 
become available for the care of indigents they will be set 
aside specifically for that purpose, other than the so-called in­
voluntary charity work that every hospital does. 

Q. I see. I ought not to have said what I did. It is not a 
matter to jest about. 

Mr. McGuire: Mr. Powell, may I ask that that pamphlet 
be introduced in evidence~ 

Mr. Powell: Certainly. 
The \Vitness: This is the only one I have but I will be de­

lighted to introduce it. May I make a photographic copy for 
my own file, because I know you never get anything back 
that is introduced in evidence. 

The Court: It will be all right if you desire to make a 
photographic copy. You may introduce the copy and keep the 
original. 

Mr. McGuire: That is entirely agreeable with me. 

Note : The pamphlet ref erred to was filed in evidence and 
marked Bryan Exhibit No. 5. 

By Mr. McGuire: 
page 32 ~ ·Q. Mr. Bryan, it seems to me then-and you must 

tell me if I am mistaken in the way I state it-that 
the purpose of the organization and establishment of this hos­
pital was not primarily to provide a free. hospital but to pro­
vide a place where the citizens of the community and other 
persons could obtain needed hospital treatment, irrespective 
of the question of ability to pay. Is that right~ 

A. Well, as I said, we started on the whole idea of this hos­
pital without any generally clear conception. All we knew was, 
according to reports, there was need for approximately 500 
additional general hospital beds in the Richmond area. 

Q. Without reference to ability to pay? 
A. That was no part of the original consideration. We be-
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gan to grapple with that later on as questions were asked 
about whether it was going to be an all free hospital, and we 
concluded after a great deal of soul-searching it coulc! _not be 
made an all free hospital and furthermore that was not what 
was needed. 

Q. Your purpose, I take' it, was to provide needed hospitai 
facilities for which people would, in the main, pay. Is that 
right~ 

A. That is substantially correct. I think it would be im­
proper, to leave out entirely the idea we did intend 

page 33 ~ originally and sitill intend, as has Been demon­
strated in our operations, to take care of some in­

digent patients. 
Q. I don't doubt the good faith of that intention at all, Mr. 

Bryan. \iVhat I am trying to drive at is this. I do not gather 
that is the prime purpose of this enterprise. 

A. No, sir, it was not the prime purpose of the· enterprise. 
A. Mr. Bryan, I have here the by-laws. Maybe you are not 

the person to ask, but I am interested in the organization of 
the medical staff of your hospital which I am told, in general, 
is an open staff and qualified physicians and surgeons, any of 
them, are permitted to practice there, but it seems to me there 
must also'be a regular staff or staffs of various kinds and I ob­
serve Section IV ·of your by-laws relates to the "Medical 
Staff.'' Are you familiar with that organization, or ·who should 
I ask concerning iU 

A. I would like to try, if I may and if I feel I am getting 
too deep for your good or my own, I will step aside. 

Mr. McGuire: \iVill the court permit me to read this in the 
record~ 

The Court: Yes, sir. 
page 34 ~ Mr. McGuire: I am reading from Bryan Ex-

hibit No. 4, which is the charter and by-laws of the 
Richmond Memorial Hospital. I find I was in error when I said 
it was Section IV. I am reading from Article V ·which is 
headed "Miscellaneous Provisions" and Section 4 under that 
heading entitled "Medical Staff": 

''In addition· to these by-laws the Board of Trustees may 
adopt or approve, and from time to time amend, by-laws, rules 
and regulations with respect to the Medical Staff of the hos­
pital. Such by-laws, rules and regulations shall prescribe the 
professional qualifications of the members of the Medical 
Staff, but there shall be no restriction in this respect except 
those designed to assure. high standards of medical attention 
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and service. When the Board of Trustees is not in session, the 
Executive Committee may adopt or approve initially the by­

laws, rules and regulations with respect to the 
page 35 ( Medical Staff of the hospital, and from time, to time 

amend such by-laws, rules and regulations, pro­
vided that the action of the Executive Committee in this re­
spect shall always be subject to the final authority of the 
Board of Trustees. The Executive Committee shall appoint 
the Medical Staff of the hospital, or may prescribe in such by­
laws, rules and regulations the manner in which the Medical 
Staff shall be appointed.'' · 

By Mr. McGuire: 
Q. I am interested in knowing how the medical staff or 

medical staffs are appointed and who appoints them, what 
rules and regulations have been adopted pursuant to that by­
law, and I presume there are lists of who composes the staff. 

A. Yes, sir. 
Q. I don't know whether to ask you about those things are 

somebody e1se. I observed in a recent ne·wspaper that the 
medical staff had grown to 458 physicians. I don't know at all 
what that means. Can you explain, to the extent you feel cap­
able~ 

A. If I may, sir, I will say this. Obviously a hospital has to 
have a medical staff. Otherwise you would have 

page 36 ~ chaotic conditions, doctors running in and out and 
having no one to supervise their activities. 

Q. I would suppose so. 
A. Therefore, working from that premise, which is based 

originally on the concept of a completely open staff hospital, 
as devised that means that any physician qualified under the 
rules of the American Medical Association may have the priv­
ileges of practicing in the hospital or may apply for those 
privileges. His competency must be judged by the existing 
staff. In our case, when we started out that was a group ap­
pointed by the Richmond Academy of Medicine who had shown 
an interest in the organization of the hospital and who were 
willing to take the responsibility of screening applicants for 
permission to practice in the hospital. 

So far as I know, no medical doctor or surgeon who has 
applied for staff membership in the hospital has been denied 
that, except on the grounds of his inability tq .meet the stand­
ards set forth by the American Medical Association. 

, That is as far as I feel I am competent to go in it, and I may 
have. overstepped by competence at that. 
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Q. No, sir, I don't think so. Can you tell me if you have, for 
instance, a resident staff and a non-resident staff and that 

sort of thing7 
page 37 ~ A. It isn't broken down just that way, but it 

might be better, really, to have the administrator, 
who is 100 per cent more competent than I am, to answer those 
questions. 

Q. Can you or the administrator give me such written rules 
and regulations as have been adopted under this by-lawT 

Mr. Powell: Mr. McGuire, we have those he.re and expect 
to file them as an exhibit by another witness. 

Mr. McGuire: All right. No further questions. , 

RE-DIRE.CT EXAMINATION. 

By Mr. Powell: ' 
·Q. One or two questions, Mr. Bryan. Is the Richmond Me-

morial Hospital a non-stock, non-profit hospital 7 
A. Yes, sir. 
Q. And has it been operated as such 7 
A. Yes, sir. 
Q. You ref erred to question No. 9 in the booklet, which is 

your exhibit five, which stated in part that the new hospital 
will afford hospital care for charity patients to the extent of 
the reserves of the hospital. I would like to ask you whether 

it has been done, in fact, the policy of the hospital 
page 38 ~ to furnish free service or charity, as some people 

call it, as needed to the extent of its ability7 
A. That has been the policy of the Board of Trustees and 

the lay administrator of the hospital. I cannot give you the 
extent to which that has been carried out by the administra­
tor. 

Q. Is it the policy of the Board 7 
A. It has been,Jhe policy of the Board of Trustees and the 

Executive Committee. 
Q. And is it also the policy of the Board and of the Officers 

to serve all who may need medical attention without regard to 
whether they can pay7 

A. ·wm you please state that again 7 
Q. I will reframe the question. I am sure it was rather 

poorly stated in the beginning. Is it the policy of the Board 
to serve all of the people of this community within the limits 
of the facilities of the hospital, without regard to whether 
or not they are rich or poor or their ability to pay7 
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A. That is and has been the policy of the Board. I may have 
to go one step further. 

Q. Say anything you think appropriate. 
A. To the best of my knowledge-and this can be proved by 

other witnesses better than by me-no applicant 
page 39 r for admission to the hospital has ever been turned 

down for lack of funds, because of indigence. 

Mr. Powell: Thank you, sir. 

RE-CROSS EXAMINATION. 

By Mr. McGuire: 
Q. Mr. Bryan, Mr. Powell's question was framed in such a 

way-he asked you if it was not the policy of the Board of 
Trustees to care for indigent patients within the limitation of 
the facilities of the hospital. I take that to mean the physical 
faci1.ities. Now what about the resources of the hospital~ That 
is a limiting factor I have heard about in the previous ques­
tions and answers. 

A. Can you make the question a little more specific~ 
Q. I gather that the primary purpose of this hospital is 

simply to provide hospital beds for people who need hospitali­
zation and I further gather that, in the main, they are expected 
to pay. I a]so gather that you intend, as your ability to care for 
them increases, to increasingly take charity patients. Isn't 
that ,v]iat I understood you to say~ 

A. \iV e intend, as I think I stated by reading from Exhibit 
5, to provide funds from the operation of the hospital to take 

care of such indigent patients. But as I said before, 
page 40 r Mr. McGuire, the demand for such services has not 

been sufficiently great as yet to "strap'' the hos­
pital, in its history, so that we hope funds will be provided 
over a course of time, but the need for any more funds than we 
now have has not yet become apparent. 

Q. You have not had any substantial number of applications 
from indigent patients~ 

A. I just don't know the answer. I will have to let the ad­
ministrator answer that question. 

Q. I have certainly understood from you that, in the main 
this hosuita1 was supposed to be a hospital for patients wh~ 
paid their biUs; that when funds became available you intend­
ed to develop-if and when funds became available, you in­
tended to develop a charity service. Is that a correct. under­
standing~ 
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A. That is correct. 

Mr. Powell: I do.n 't think you paraphrased the witness' 
testimony correctly. 

Mr. McGuire: I certainly do not mean to misquote hini. 
He said tlJat what I said was correct. 

A. It is correct as far as it goes, Mr. McGuire. It is a very 
difficult area to define. 

By Mr. McGuire: 
Q. Do you think it likely that many people unable to pay 

for hospital services will apply for admission to 
page 41 r the Richmond Memorial Hospital when they know 

that, in the main, patients received there are ex­
pected to pay the bill 7 

A. You are giving me something to speculate on, Mr. Mc­
Guire. 

Q. I understood you to say you had met all the demand 
there has been for free treatment. 

A. To the best of my knowledge. 
Q. But.you don't know how much that demand has been 7 
A. No, sir. 
Q. But it is generally known, is it not, that the Richmond 

Memorial Hospital is not a free hospital? 
A. I would say it is generally kno.wn that people who can 

afford to pay, as patients at Richmond Memorial Hospital are 
expected to pay. 

Q. Isn't it also generally known that you do not accept, in 
general, applications and admissions and tteatment of indi­
gent patients 7 

A. Mr. McGuire, we have four hundred-odd beds at the 
Richmond Memorial Hospital. I don't believe there ate enough 
indigent patients in town to fill those beds. 

Q. They fill the beds at Sheltering Arms, don't they? 
A. No, sir. 

page 42 ~ Q. They do not 7 
A. No; sir. 

Q. Does your hospital take any patients under contract with 
the City of Richmond or County of Henrico or County of 

·Chesterfield who are unable to pay their own bills 7 
A. I am not competent to answer that question. 

Mr. McGuire: That's all. 
Mr. Powell: Thank you very much, Mr. Bryan. 

Witness stood aside. 
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HENRY G. CHESLEY, JR., 
a witness called by the Richmond Memorial Hospital, after be-
ing duly sworn, testified as follows: · 

DIRECT EXAMINATION. 

By Mr. Powell: 
Q. Please state your name a:rid residence. 
A. My name is Henry G. Chesley, Jr. I live at 205 Oxford 

Circle, East, in the city. 
Q. Mr. Chesley, what is your business occupa­

page 43 r pation ~ 
A. I am President of the .. Wilson Paper Box 

company. 
Q. Of this city~ 
A. Yes, sir. 
Q. \¥hat is your connection with the Richmond Memorial 

Hospital? 
A. I am President of its Board of Trustees and .Chairman 

of its Executive Committee. 
Q. How long have you served in these capacities? 
A. Since the incorporation of the hospital I have been a . 

member of the Board of Trustees and Executive Committee. I 
have been President of the Board of Trustees and Chairman of 
the Building Committee since mid Jai~uary 1957. 

Q. \l\7ill you please describe briefly the location of this hos­
pitaH 

A. The hospital is located in the 1300 block of Westwood 
Avenue on the site of approximately 14 acres. It is the prop­
erty familiarly known in Richmond as Laburnum. Do you want 
me to describe the buildings~ 

Q. Do you have a picture of the hospital, Mr. Chesley? 
A. Yes, I have it here. I also have a miniature floor plan. 

·Q. Mr. Chesley, will you please file as an ex­
page 44 ~ hibit with your testimony this picture of the Rich­

mond Memorial Hospital? 
A. Yes, sir. 

Note: The picture ref erred to was marked Chesley Exhibit 
No. 1 and filed. 

Q. Do you have a floor plan showing generally the layout of 
the floors of the hospital? 

A. I have a miniature floor plan that shows that. 
Q. Will you please file those sheets as your exhibit No. 2 ~ 
A. Yes, sir. That is a floor plan of the hospital. 
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Q. This floor plan contains a plan for each of the seven 
floors? 

A. Yes, sir, and the basement. 
Q. And it indicates generally the nature of the facilities 

located on each flood 
A. Yes, sir. · 

Note: The floor plan referred to was marked Chesley Ex­
hibit No. 2 and :filed. 

Q. Mr. Chesley, approximately when was the actual con­
struction of the hospital commenced? 

A. Tbe construction was begun in June 1954. The construc­
tion started in June 1954. 

page 45 r Q. When was it completed for all practical pur-
poses? 

A. For all practical purposes it was completed early in the 
month of November 1956. That is not to say that for several 
months thereafter there were not adjustments of one kind and 
another but for all intents and purposes it >vas completed by 
the :first of November 195,6. 

Q. Mr. Chesley, this case before the court today involves an 
application by the hospital, of which you are President, for 
relief from certain tax assessments made by the City of Rich­
mond. The assessments involve the years 1956, 1957 and 1958. 
I have here the original bill of the City of Richmond. I also 
have copies of each of these bills and with the permission of 
the City Attorney I would like to :file photostat copies of the 
bills in the record. 

Mr. McGuire: That is entirely agreeable. 

Note: The tax bills were marked Chesley Exhibit No. 3 
and :filed. 

Q. I think it might be appropriate to state in the record the 
amounts of money that are due for each of the years. 

A. For the year 19'56 the amount is $54,125.58. For the year 
1957, $73,69'6.38. For the year 1958, $81,789.78. 

page 46 r Q. The hospital has not yet received the tax bill for 
( the year 1959? 

A. It has not. · 
Q. Did you receive a notice of the amount of the assessed 

valuation? 
A. Yes, sir. 
Q. Do you happen to have that, Mr. Chesley? 
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A. I have it here. 
Q. Will you state the amount of that assessment? 
A. The assessment for the year 1%9 is $4,376,520.00. 
Q. And that is included on the last page of the exhibit you 

have filed, your Exhibit No. 3~ 
A. Yes, sir. 
Q. Have any of these taxes which you have mentioned been 

paid by the hospital? • 
A. No, sir. The Board of Trustees through its Executive 

Committee, on advice of counsel, has declined to pay any of 
these taxes. 

Q. And they are the taxes involved in this litigation~ 
A. Yes, sir. 
Q. Mr. Chesley, I now want to ask you about the employees 

and personnel of the hospital. You may ref er to any notes 
that may be necessary in order to answer this ques­

pa.ge 47 ~ tion accurately. First of all, we would like to have 
you state the number of full time. employees and 

the number of part time employees~ 
A. The hospital, as of November 30, 1958, bad 585 full time 

employees. We had 144 part time employees, and we estimate 
that those part time employees are the. equivalent of 69 full 
time employees, which would make 654 full time employees. 

Q. Do you have an exhibit that lists the various categories 
of employees that make up this total? 

A. Yes, sir. I have it broken down into categ·ories, including 
the nursing personnel of the hospital. This is included in here. 

Q. The nurses are included in the total you have given? 
A. Yes, sir. 
Q. You might state the total number of nurses, if you will. 
A. The total number of full time nurses is 301. We have 84 

part time nurses, or the equivalent of 342 full time nurses. 
Q. Mr. Chesley, will you file this tabulation as your Exhibit 

No. 4, please, sir~ 
A. Yes, sir. 

Note: The tabulation referred to was marked 
page 48 ~ Chesley Exhibit No. 4 and filed. 

Q. Mr. Chesley, I now want to ask you about the medical 
staff of the hospital. First of all, will you define the way in 
which you use the term "Medical Staff'' with respect to this 
hospital~ 

A The medical staff of the hospital are those physicians 
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who practice, who have rights to practice and who do practice 
in the hospital. 

Q. Do you recall approximately how many doctors and sur­
geons in this community have been admitted to the staff of 
the hospital for the purpose of practicing there~ 

A. I think it is 458 at the present time. I have the exact fig­
ure somewhere in these papers. 

Q. If you will find it later I am sure the City Attorney will 
permit you to correct it, if your recollection is in error. 

Mr. McGuire: Yes, sir. 

A. I have misplaced it at the moment. 
Q. State how many physicians and surgeons are admitted, 

describing the procedure and who prescribes and controls 
that. 

A. The Board of Trustees of the hospital, through its Exec­
utive Committee, appoints all members of the medical staff 

and each year, after evaluation and review, this 
page. ,49 r staff is reappointed. The by-laws and rules and reg-

ulations of the medical staff are originally submit­
ted to the Executive Committee of the Board of Trustees for 
approval and it is required that any amendments must be ap­
proved by the Executive Committee. 

The procedure is that a doctor applies to the medical staff 
for the particular service in the hospital in which be wishes to 
participate. His application is reviewed, it is passed upon by 
the Executive Committee of the medical staff, which in turn 
makes its recommendation to the Executive Committee of the 
Board of Trustees and the physician is so appointed. 

Q. Is this hospital conducted as an open hospital~ 
A. Yes, sir. Any doctor may apply for admission to the hos­

pital and must bH admitted to the staff for the specialty for 
which he applies, provided he is accredited under the rules of 
the American Medical Association for that particular spe­
cialty. 

In the event a man should apply for a particular specialty 
and it is found that be is not accredited under the rules of the 
American Medical Association for that particular specialty, 
be is then offered an opportunity, if be is a practicing physi­
cian, to become a member of such service as be might be 

equipped to serve, and if be is not equipped to serve 
page 50 r or qualified to serve in any particular specialty, he 

then is given an opportunity to qualify as a mem-
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ber of the staff under the general practice of the staff of the 
hospital. 1 

Q. You referred to the medical staff by-laws and medical 
staff rules and regulatio~s. I band you a copy of the medical 
staff by-laws and rules and regulations which has been cer­
tified by the Assistant Secretary of the hospital and would 
like to have you file this as your Exhibit No. 5. 

A. I have not checked that verbatim but to the best of my 
knowledge it is a copy. 

Q. We have Mr. Bartley here. 
A. That is Mr. Bartley's signature and I will take it. 

Mr. McGuire: I have no objection. 

Note: The copy of medical staff by-laws and rules and reg­
ulations was marked Chesley Exhibit No. 5 and filed. 

'Q. I believe you stated that those by-laws and rules and 
regulations were passed by the staff, subject to the approval 
of the Board? 

A. Yes, sir, they are passed by the medical staff and are 
then submitted to the Executive Committee of the Board for 
approval. They have been so approved. 

Q. May changes be made in those by-laws or 
page 51 ~ rules and regulations without the approval of the 

Board or Executive Committee of the hospital? 
A. No, sir. The lay board has complete control. 
Q. Are any practicing physicians on the Board of Trustees 

or Executive Committee of the hospital? 
A. No, sir, they never have been. I might volunteer, Mr. 

Powell, so far as it bas been possible for us to do so we have 
seen that this is a completely open staff hospital. 

Q. In that connection, did you or did you not testify that the 
staff membership is reviewed each year by the Board -0f Trus­
tees or the Executive Committee? 

A. Yes, sir. It is reviewed each year by the Executive Com­
mittee and the medical staff, and they recommend to the Exec­
utive Committee the re.appointment of these doctors to the 
staff. I believe at the next meeting of the Executive Commit­
tee we will review the entire medical staff for reappointment. 

Q. You testified that the number of physicians and surgeons 
on the staff was approximately 458, I think you said. Do you 
know whether or not any other hospital in the. City of Rich­
mond has as large or a larger staff? 

A. It is my understanding that we have, by a consider-
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able margin, the largest medical staff in the City of Richmond. 
Q. Mr. Chesley, I want to ask you some ques­

page 52 r tions about the financial operations and conditions 
of the hospital and as a basis for those questions I 

would like to hand you, and with the perm.ission of the City 
Attorney, file this report, subject to such furtheT clarification 
or identification as he may desire, a report by Andrews, Bur­
ket & Company of examination of accounts and financial rec­
ords for the period from January 1, 1957 to September 30, 
1958, of the Richmond Memorial Hospital. I hand you this 
report and ask whether you have seen it before and whether 
it was received from Andrews, Burket and Company by you, 
as President of the hospital 1 

A. Yes, sir, this is the report that was filed and is a true 
copy. 

Q. Will you filethat as your Exhibit No. 61 
A. Yes, sir. 

Note : The report of Andrews, Burket and Company was 
marked Chesley Exhibit No: 6 and filed. 

Q. Are Andrews, Burket & Company the auditors for the 
hospiita.11 

A. Yes, sir, they have been since the first phases of its cam­
paign. 

Q. Does the hospital operate on a fiscal or calendar year 
basis f 

A. It operates on a fiscal year ending Septem­
page 53 r ber 30th. 

Q. Does that account for the dates on this audit-
ing report 1 • 

A. Yes, sir. This report tlmt I hold in my hand, which is :t 

copy of the one you have, was gathered, to show to the Board 
the operation of the hospital from its opening date dr ap­
proximately its opening date through the end of the last 
fiscal year. The hospital took its first patient on January 19, 
1957. 

Q. Mr. Chesley, will you please look at the balance sheet 
of September 30, 1958, as contained in this report W 

A. Yes, sir. 
Q. I would like to ask you a few questions a.bout it. I 

direct your attention to the item called "Reserve Fund" 
and ask if you ·will explain what that is 1 

A. Well, at the time the campaign for funds wa.s made 
for the hospital, a. determination was made a.s to the cost 
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that we would be confronted with in bringing the hospital 
into operation. Those amounts included the cost of the 
campaign, they included the preparation of the site and 
the building of the building, and the retention of certain 
funds to bring the hospital into operation, for working 
capital and also for a reasonable reserve to protect the 

operation of the hospital once it got underway. 
page 54 ~ It so happened that at the time the hospital 

started it was estimated that we would consume 
a considerable amount of money before the hospital actually 
began to operate on a break-even basis. Unless I am mis­
taken it was presumed that this period of time would be 
a minimum of two to three years. Experience had been in 
most hospitals of this nature it took three years to bring 
them to a break-even point where they could maintain them­
selves for ·working capital and operating fund. 

Q. And this ·was a general reserve for this purpose~ 
A. That was a general reserve for this purpose. 
Q. I note an item under that caption called ''Due From 

General Fund" and note the offsetting item in the same 
amount on the liability side. \V"ill you explain that, please 
sir~ 

A. Yes, sir. That fund of $137,241.44 was an advance 
that -vvas made to the hospital for working capital originally. 
Previously a great amount of money had been advanced, 
but it was felt that as of the inception of beginning of 
operations of this hospital, we should set up as a liability 
any amount of money that was advanced from the reserve 
fund to the hospital for operation, and that amount of 

$137,241.44 is carried as an asset under the re­
page 55 r serve fund and is carried as a liability on the 

other side of the statement, as an accounts pay­
able to the reserve fund of the hospital. 

It is our intention, if and when the funds are available 
to repay that debt to the reserve fund, in order that we 
might reestablish it at this :figure in the neighborhood of 
$600,000.00. 

Q. It ·will be an asset only to the extent the hospital is , 
able to earn enough money to restore it to the reserve fund~ 

A. That is correct. It is extremely necessary that we 
restore it because prudent business judgment indicates a 
hospital of this size would be in a rather precarious position 
with a reserve any smaller than that. · 

Q. I note the next item is entitled ''Endowment Fund.'' 
A. That is income that has been received from a fund 
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created by the late Arthur Glasgow. He left a sum of money 
in trust which is in the hands of the Hanover Bank in New 
York. We were one of the beneficiaries. The Medical College 
of Virginia was a beneficiary and the Virginia Museum of 
Fine Arts, I believe. Those three were the Virginia institu­
tions ·which were beneficiaries under that will, and I be­
lieve there are one or two others. Under the terms of Mr. 

Glasgow's will this trust is to be held intact by 
page 56 r the Hanover Bank during the lifetime of certain 

heirs. Income from it is to be distributed to these 
various institutions. 

Mr. Glasgow in his will made it rather clear the purposes 
for which he ·wished this income from this trust to be used. 
He stated, in effect, that he wished it to be used to give 
better care to all patients. 

The Board of Trustees of the hospital considered that 
matter rather fully, as to what we should use those funds 
for, and it has been contemplated since the date the hospital 
was built that as soon as possible it is going to be necessary 
for us and desirable for us to build a school of nursing, and 
the Board of Trustees has set aside the income from the 
Glasgow trust to be used for the training of nurses in the 
proposed nursing school. That is the action of the Board of 
Trustees of the hospital, based 'On their interpretation of 
the wishes of Mr. Glasgow. 

Q. You do not consider this income available for use in 
the general operations of the hospital? 

A. It is not, by his specific instructions. 
Q. Do you have any endowment funds which are unlimited 

in purpose~ 
A. No, sir. 

Q. Do you have any other endowment fund~ 
page 57 ~ A. No, sir, not one cent. 

Q. In due course do you hope or expect to have 
gifts or other funds given to the hospital? 

A. We do. It is earnestly hoped that the hospital will 
attract bequests and that such bequests can be set up in an 
endmvment fund for the care of indigent patients. Ex­
perience has taught it takes a great number of years for 
an institution of this kind, operating in a community, before 
it begins to attract this type of benefactor. It is certainly 
earnestly hoped by the Board that an endovvment fund will 
be set up at the earliest possible date. 

Q. Mr. Chesley, will you now turn to Exhibit C, State-
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ment of Income and Expenses. When I say ''Exhibit C,'' I 
am referring to Exhibit C within your Exhibit No. 6. 

A. Yes, sir. 
Q. I don't want you to go into any detail, Mr. Chesley, 

unless the City Attorney or the court would wish you to, 
but I think it would be appropriate for the record to state, 
first, with respect to the fiscal year ended September 30, 
1957, the results of the operations of the hospital. 

A. I would like to say, Mr. Powell, before we go into this 
testimony on this that my services at this hospital are purely 

voluntary. I am no accountant and I might not 
page 58 r give the technical answers that might be required, 

but I would like to say there is present in this 
courtroom the general accountant of the hospital. 

Q. We expect to put him on the stand. 
A. I don't want to pose as an expert accountant. My 

strong forte is management. 
Q. I want to put into the record certain information in the 

report at this point. I a.sked you a.bout the results of the 
year ending September 30, 1957, as shown by this report. 

A. 1lv e had an excess of expenses over income for that 
year of $241,774.15. 

Q. That is, after provision for depreciation 7 
A. Yes, sir. 
Q. In ·what amount 7 
A. $101,931.11. 
Q. -what were the results of the next year~ 
A. The next fiscal year ending September 30, 1958, we had 

cut that operating loss down to $5,092.52, including a provi­
sion for depreciation of $156,579.72. 

Q. Mr. Chesley, in view of the interest of the City Attorney 
in the question of free services, I would like to ask you to 
look at the items on this income statement under the word 
"less". 

A. Yes, sir. 
page 59 r. Q. These items appear to be taken from or are 

deductions from gross income 7 
A. Yes, sir. 
Q. Having in mind the limitation you just stated as to your 

accounting· background, are you able to give any informatioi1 
as to 'ivhat those categories include7 

A. Yes. sir, I can tell you what that is. The first item, free 
service adjustments-contractural, is the difference between 
the hospital's cost for care of certain patients and the pay­
ment made. to the hospital under Blue Cross contracts. 
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The second item is free service-general patients. That 
amounts, as you will see, to $20,638.32 since the hospital went 
into operation. That includes patients admitted on a free 
basis. It includes patients that were determined to be med­
ically indigent after admittance to the hospital. It includes pa­
tients who entered the hospital and gave full assurance of 
their ability to pay their bill for an expected illness, but when 
it developed that their illness was of a much more extended 
nature than they had contemplated, they suddenly found them­
selves bereft of funds. I don't know whether you want me to 
report on that or not. 

Q. Give us just a general characterization. 
A. I would like to say I went into this hospital 

page 60 r opeira.tion ma.ny years a.go and I have lea.med a 
great deal since I have been in it. One of the things 

I have learned is there are a remarkably few people who admit 
their inability to pay and who ask for free services. It has been 
my experience-and I follow it very closely-there are a 
great number of people who are medically indigent, who are 
fully employed, who support their families, who pay their 
rent, who give their families the necessities, and when illness 
strikes they suddenly become medically indigent. The vast ma­
jority of those people will not confess that situation upon ad­
mission to the hospital. It is a matter that is determined after 
the patient is admitted, sometimes after the patient is dis­
charged from the hospital. 

Our hospital, unless an application is made on the part of 
an admitting physician or some social agency, does not ad­
mit a patient in the hospital as a charity patient ·without an 
application. So far as I know, there has never been an experi­
ence where charity was asked for that it was not given on the 
part of a patient or physician. I have no knowledge of any in­
stance where it has not happened, but immediately upon the 
admission of that patient in the hospital an investigation is 
begun as to that person's situation and in many instances 

before that patient is discharged from the hospital 
page 61 r it is determined that he is, in fact, a charity patient 

and needs help with his hospital bills. 
There are other cases where a person is discharged from 

the hospital and it is found, when a demand is made to collect 
the bill, that the collection of that bill will ·work a hardship 
on that family. It might be that the person who was ill was the 
breadwinner of the family and would be disabled for several 
months after his illness and under those c~rcumstances, where 
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it is found necessary to do so, we undertake to give free serv­
ice, to the best of our ability. 

The third item of free services is headed ''other free serv­
ice.'' That consists of a discount given to the employees of the 
hospital upon admission to the hospital, and about 25 per cent 
of it amounts to that. The balance of that represents the dif­
ference between the pe.r diem cost of the hospital and reim­
bursement to the· hospital under certain state and county con­
tractual arrangements whereby the hospital takes indigent 
patients from the city and from the counties under SLH con­
tracts, with the Crippled Children's Bureau, the vocational 
rehabilitation people, and similar contracts with the hospital 
which are in effect. 

Q. \Vhat about the fourth item of this deduction~ 
A. The fourth item under this group is a provi­

page 62 r sion that is set up by the Board of Trustees of the 
hospital for a reserve to be set up for uncollectable 

bills, and into that reserve are charged a great many so-called 
charity cases or free care cases, cases that it is determined 
that the -patient does not bave the ability to pay and we charge 
that against that reserve. 

By the same. token, I might add, to get the record completely 
true, we also charge to that reserve any uncollectable bills 
where it is determined that they are uncollectable in any event. 

Q. Mr. Chesley, you referred to contracts that the hospital 
may have with public authorities. I would like to ask you if 
you can state what contracts, if any, Richmond Memorial Hos­
pital does have of that nature. 

A. I have made a note of those. It has an agreement for 
hospitalization under the. Virginia Vocational Rehabilitation 
Service, State Department of Education, where medically in­
diQ'ent persons enter under the Virginia Vocational Rehabili­
tation Program and are hospitalized at a per diem rate of 
$18.50 a day. 

\Ve have an agreement with the Virginia State Department 
of Health and Hospitals, Crippled Children's Programs, at 
tbe same per diem rate. 

vV e have a contract under the local hospitalization plan to 
provide hospitalization and treatment of indigent 

page 63 r persons of Henrico County at a per diem rate of 
$18.50. 

We have an agreement with the Maternity-Child Health 
Program of Henrico County whereby indigent obstetrical 
cases are accepted for 24 to 54 hours for delivery at a total 
cost of $50.00. 
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Q. Mr. Chesley, I don't believe you gave in each instance 
the date of these contracts. Do you have those date in your 
notes~ 

A. I do have them. The date of the rehabilitation program 
contract is May 10, 1968; the agreement with the Virginia 
State Department of Health and Hospitals, Crippled Chil­
dren's Program, May 1, 19'58; agreement with Henrico County 
for treatment of medically indigent persons is effective Au­
gust 15, 1958; and we also have a contract with the Mate.rnity­
Chi1d Health Program of Henrico County dated August 14, 
1958. 

\¥ e also have another agreement to the admission of 24 
patients a year from the Virginia Home for Incurable.s who 
need general hospital care and require acute surgical and 
medical attention. These patients are to be accepted on a 100 
per cent free basis and in the event any of these patients 
should have hospital insurance, the proceeds of such insurance 

shall be made payable to the hospital. 
page 64 r I may add, however, there has never been such a 

case on record. 
Q. What is the date of that contracH 
A. That arrangement was effective. December 9th. 
Q. 19587 
A. 1958, and is covered by a letter that I wrote to the Pre·s­

ident of the Virginia Home for Incurables. 
Q. \Vith respect to the four contracts you have mentioned 

with public authorities, namely, the State Department of Edu­
cation, the State Department of Health, and two with the 
County of Henrico, you testified I believe that the arrange­
ment is that a per diem of $18.50 will be paid the hospital for 
all medically indigent patiepts sent in by those public author­
ities. 

A. Yes, sir. 
Q. Has that been sufficient to cover the cost of services ren-

dered those patients 7 
A. No, sir, it has not. 
0 And that was the item you referred to in your testimony 

earlier as being included in the category of ''other free serv­
ice"? 

A. Yes, sir. Those programs are just coming into being ann 
are growing rather rapidly. Most of them were made in 1958, 
as the hospital began to come into full operation. 

page 65 r Mr. Powell: I might say, Mr. McGuire, we 
have copies of those contracts and if the city wishes 
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to look at them I shall be happy for you to do so. My present 
thought is there is nothing in them that requires them to be 
put in the record, but I would be happy to do it if you like. 

Mr. McGuire: I do not anticipate that it will be necessary 
to put them in the record, but I might look at them at lunch 
time. 

Mr. Powell: I would be very glad for you to do that, sir. 

By Mr. Powell: , 
Q. Mr. Chesley, what educational activities, if any, are con­

ducted by the hospital? 
A. The medical staff of the hospital holds quarterly meet­

ings of the entire staff and monthly meetings are held in each 
of the divisions and services. At each of these meetings it is 
required to thoroughly review all clinical material covered 
in the hospital and interesting cases are discussed. Through 
this program any doctor who practices at the hospital is given 
an opportunity to discuss with older and more specialized men 
various cases that arise there in the hospital and to discuss 
the clinical data that is covered. 

·Q. May I ask you a question right the.re 7 Is 
page 66 ~ there any other fully open staff hospital in the City 

of Richmond 7 
A. It is my information that the Retreat for the Sick is an 

open staff hospital. 
Q. Do you recall any other? 
A. There is no other that I know of. 
Q. You do not know of any other 7 
A. No, sir, there is not. 
Q. Does this educational activity which you described, con­

sisting of these staff meetings, provide an educational oppor­
tunity to young doctors? 

A. Yes, sir. 
Q. Which would otherwise not exist if they were not on the 

staff of your hospital 7 
A. Yes, sir, it would not otherwise exist. If they were not 

on the staff of our hospital they simply could not get into those 
discussions and hear those papers read and cases discussed. 

Q. \Vhat other educational activitiHs are there7 
A. The hospital is approved for a one-year program for 

twelve rotating internships and a one-year program for an 
assistant resident in general surgery; an approved school of 
medical technology; an approved school of x-ray technology; 
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an approved program in hospital administration. 
page 67 r In addition to that, the hospital runs continu­

ously an in-service training program for its em­
ployees and staff. 

The proposed opening of a school of nursing, which it is 
contemplated will be begun at the earliest possible date it is 
feasible to fi.nance it, will provide a nursing education for a 
'minimum of 100 students. From anv information I have been 
able to gather since I have been i~ this hospital, one of the 
greatest needs this city has today is that of providing nursing 
personnel. 

Q. Is that a public need generally~ 
A. There is a very definite and very severe shortage of 

nurses. 
Q. Is tbat a public need generally~ 
A. It is a general public need. 

Mr .. McGuire: It seems to me tbis line of examination is 
resulting in rigbt much argument of the case. I don't believe 
this is quite proper examination. 

Mr. Powell: I am not entirely clear as. to what the City 
Attorney has in mine. Our purpose in asking Mr. Chesley 
about the educational activities of the hospital is to show the 
hospital is being operated in accordance with that provision 

of its charter which states as one of its purposes 
page 68 r to contribute to the education, medically St>eaking, 

of our comunity, and that is an attribute of a char­
itable institution. 

Mr. McGuire: Your Honor, it seems to me Mr. Powell's 
questions are. leading and Mr. Chesley's. answers are argu­
mentative. 

The Court: I agree with that observation. 
Mr. Powell: I will try not to lead the witnes~. 

Bv Mr. Powell: 
0

Q. Mr. Chesley, you ref erred to the proposed school of nurs­
ing and your desire to proceed with it as soon as you are able 
to finance it. What are the financial problems~ 

A. Of the nursing school~ 
Q. Yes. 
A. The primary one at the moment is some six hundred 

thousand dollars to provide a building for it, the funds for 
which are not available at the moment. The: Board of Trustees, 
through its Exe'Cutive Committee, has decided as long as we 
have this tax liability hanging over our heads we definitely 
should not-
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The Court: I don't think that is responsive to the question. 

A. \'That was the question? 

page 69 ( By Mr. Powell: 
Q. The question was what are the financial 

aspects to going ahead with the nursing school. I think you 
have answered it. The answer is you need the money1 

A. Yes, sir. 

Bv the Court: 
"Q. I understood from your previous testimony the nursing 

school was being talrnn care of with the fund from Mr. Arthur 
Glasgow? 

A. No, sir. That is for the teaching of nursing. He specific­
ally stated no part could be used for physical assets. 

Mr. McGuire: I think the record should show our position 
certainly is that the hospital's need for a nursing school o:;.· 
need for funds is entirely irrelevant to the question of whether 
or not it is exempt from taxation. 

The Court: I think that is entirely true. 

By Mr. Powell: 
Q. Mr. Chesley, does this hospital have an emergency room? 
A. Yes, sir. It is open 24 hours a day, seven days a week. 

I have a note here. 
Q. Describe briefly what its service is. 
A. It is handling at the moment approximately 800 patients 

a month. It is operating under a policy laid down 
page 70 r by the management of the hospital that any and 

all patients presented at the emergency room must 
be taken care of, that they must be taken in and that care. must 
be given to the patient first, and no discussion as to their 
ability to pay or anythin~ of the kind is to take place until 
such time as the patient is taken care of. 

Q. I may have been inattentive. Did you state the number of 
patients being handled? 

A. Yes, sir, I did. Approximately 800 a month. Yes, sir, it is 
apnroximately 800 patients per month. 

Q. Mr. Chesley, there was reference made a few moments 
ago to the purpose of the hospital. Have you read the pur­
pose of the hospital in the charter of the hospital recently? 

A. I have read it within the last week. 
Q. I will ask you whether or not the hospital has been op-
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erated to the best of your ability, as President, in accordance 
with the purpose stated in the. charter? 

A. Yes, sir. 
Q. Will you please state whether or not your executiv9 

committee has adopted any resolution with respect to the 
rendering of free service~ " 

A. Yes, sir, it has. I should have a copy of it 
page 71 ~ here.· I have an excerpt from it here. 

Q. Will you please state when it was adopted 
and by whom~ 

A. This is an excerpt from the minutes of the regular 
monthly meeting of the Executive Committe!'l of the Board of 
Trustees, Richmond Memorial Hospital, November 4, 1957, 
4 :00 p.m., pursuant to notice. 

Q. I will ask you to read the resolution. 

A. (Reading) 

"Resolved, that the policy of the hospital with respect to 
so-called 'charity' or 'free' service, as outlined by the Presi­
dent and Administrator, is hereby reaffirmed, namely, that 
as a non-profit community hospital serving the needs of the 
entire community, Richmond Memorial Hospital will continue 
to provide, within the limits of its financial and operational 
ability, such free or partly free service to those who cannot 
pay as it may be called upon to render.'' 

Q. Mr. Chesley, I will ask you to file a copy of that resolu­
tion with your testimony. 

A. Yes,,sir. 

Note: The copy of resolution was marked Chesley Exhibit 
No. 7 and filed. 

' page 72 ~ Q. Has the hospital been operated in accordance 
with the resolution you just read, Mr. Chesley? 

A. To the best of my knowledge. 
Q. It has or has not? 
A. It has been. 
Q. Will you state whether or not the hospital provides the 

same service and care to all patients without discrimination of 
any kind~ 

A. It does, sir. No one in the hospital taking care of thi:i 
pati.ents knows whethe.r the patient is a charity patient or is 
payrng. 
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Q. You referred to discounts a little earlier in your testi­
mony. To whom are they made available? 

A. To employees of the hospital. If an employee of the hos­
pital is admitted to the hospital as a patient, they are given a 
discount on their bill. 

Q. Do the trustees or members of the executive committee 
receive any discount? 

A. No, sir. 
Q. They pay the full charges? 
A. Yes, sir. 
Q. You, as President, if you were a patient in the hospital, 

would you pay the full charge? 
A. I have done so. I paid the full fee. That is only the pay­

roll employees of the hospital I referred to. 
page 73 ~ Q'. Are you on the payroll of the hospitaH 

A. No, sir. 
Q. Do you or any of the other volunteer officers receive any 

perquisites of any kind for your work for the hospital? 
A. No, sir, not even free meals. 
Q. Mr. Chesley, a question I had intended asking you earlier 

was to describe the volunteer services, if any, rendered by 
citizens of Richmond on an organized basis with respect to 
this hospital~ 

A. I am afraid, M.r. Powell, I will have to answer that ques­
tion in a general sort of way. I cannot give you figures, but we 
have a large number of volunteers who work in the hospital on 
a voluntary, unpaid basis. Most of these are ladies who can 
contribute a few hours of their time a day, sometimes two or 
three days a week. Others are members of women's clubs. 

One of the great volunteer efforts is that done by the Ginter 
Park Junior \Voman's Club, which operates a circulating 
lending library in the hospital in honor of Mrs. Blanche Sat­
terfield. That volunteer service at the moment, I believe, is 
amounting to approximately 1800 hours of service a month 
being given to the hospital by voluntary citizens. • 

Q. Do you recall approximately how many of 
page 7 4 r these volunteers work on an organized basis? 

A. I couldn't tell you to save mv life. I know the 
approximate number of hours they donate. The Administrator 
can give you the figure. 

Q. Mr. Chesley. there are no stockholders in this hospital~ 
A. No, sir. 
Q. Does anyone profit from the operation of the hospital~ 
A. No, sir, it is a non-profit corporation. 
I believe, Mr. Powell, I gave you an incorrect answer at one 
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point. You asked me if any of the officers received any compen­
sation. 

Q. I asked you about any of the volunteer officers. 
A. The Secretary of the Board is the Administrator of the 

hospital. 
Q. And the Assistant Secretary of the Board 7 
A. Is the Assistant Administrator. 
Q. And all the other o:fficers are volunteer 7 
A. All volunteer. 
Q. You say there are no profits to anyone from the opera­

tion of the hospital What will you do if there should be an ex­
cess of income. over operating expenses in the future 7 What 

would you do with the excess 7 
page 75 r A. One of the biggest things we have to do is 

keep the hospital modern. In the modern practice 
of medicine there is constant development of new equipment 
and apparatus that the hospital must buy. I think in the 
last year we have spent $55,000.00 of the hospital funds 
for new equipment and apparatus and instruments. 

There is a constant effort on the part of the hospital to 
develop the free care and free service program of the 
hospital. It is my earnest hope and certainly of the other 
members of the executive committee that as soon as possible 
we should enlarge this free service program many times. 

Any other funds we can generate must, of necessity, be 
used to develop the hospital. It has been pretty conclusively 
proven at the moment we are operating at capacity. We 
want to build the school of nursing, also. 

\V-e have under construction at the present time a small 
addition to the hospital to give more administrative space. 
That building program is under construction right now, 
money having been borrowed for the construction and we 
have to pay that back. \V-e also hope to be able to pay back 
the item of $137,000.00 in the balance sheet, pay that back to 
the reserve fund. 

If and when we start our nursing school it must 
page 76 r be borne in mind it cost approximately two thou-

sand dollars to educate a nurse, over and above 
any income the school might produce. It is easy to see if 
you are running a school of nursing- of one hundred students 
you ·will build up a liability of $150,000.00 a year, and the 
only place we have to get it is by operation of the hospital. 

Q. When did all the beds in the hospital go into operation 7 
A. September of this year. 
Q. Do you have a schedule showing approximately when 

the beds were brought into service 7 
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A. Yes, sir. I seem to have more papers than a traveling 
salesman, but I have it. 

Q'. I think we might file this as an exhibit, so you will not 
have to read it all in. 

A. It went into full operation in September. 
Q. Could you just summarize, as to whether or not all 

beds were put into operation on a gradual basis~ 
A. The beds were opened on a gradual basis. The first 

patient was admitted to the hospital on January 19, 1957, 
at which time we opened 145 beds. Opening a completely 
new hospital., it \Vas necessary to train our personl'1el as we 

went along. \Ve could not get sufficient trained 
page 77 ( personnel nor sufficient nurses to operate any 

more than 145 beds when we originally opened. 
They then opened in ten steps, adding from 23 to 84 beds 

at one time, and finally in September of this year we opened 
the final 84 beds of the hospital and brought it into full 
operation. 

Q. Mr. Chesley, I will ask that you please file that schedule 
with your testimony as Exhibit No. 8. 

A. Yes, sir. 

Note: The schedule referred to was marked Chesley Ex­
hibit No. 8 and filed. 

Q. Mr. Chesley, I am handing you a letter addressed to the 
hospital on stationery of the United States Treasury De­
partment dated April 22,' 1958 with respect to the tax status 
under the Federal Laws, of this hospital. \Vill you state 
whether or not that letter was received in due course by the 
hospital~ 

A. Yes, sir, this is the original of it. 
Q. I would like for you to file a copy with your testimony. 
A. This is a copy. 

Mr. McGuire: If the court please, I don't care to dispute 
the status which has been accorded this hospital by the 
federal authorities. I think the record should show the city 

feels that is entirely irrelevant to the question 
page 78 r before the court at this time. 

Mr. Powell: Your Honor, the copy does not 
show the date of the letter. I would like to ask that the 
copy be marked April 22, 1958. 
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Note: The copy of letter ref erred to was marked with the 
· date April 22, 1958, and filed as Chesley Exhibit No. 9. 

Note : There followed a brief recess. 

By Mr. Powell: 
Q. Mr. Chesley, in view of all the talk about free service, 

is there in fact any such thing as free service in the normal 
acceptation ,of those terms V 

A. As far as I am personally concerned, my observation 
as President of the hospital and as a businessman is that 
there is no such thing as free service. Somebody has got 
to pay for it. 

Mr. McGuire: Your Honor, that is entirely irrelevant. 
Of course there is such a thing as free service. 

By Mr. Powell: 
Q .. Does or does not the hospital have to have funds to 

provide free service to medically indigent persons V 
A. It certainly does. 

Q. How are those funds. arrived at? 
page 79 r A. There are two ways. One is contributions 

from benevolent people, and the other is from the 
generation of the funds of the hospital that can be used for 
that purpose. 

Q. I believe you testified that under these contracts you 
receive funds from public authorities~ 

A. Yes, sir. 
Q. In connection with the financial data you presented, 

as to the loss sustained by the hospital in the first two years 
of its operation, were there any charges for interest on 
capital? 

A. No, sir, there were not. 
Q. Why was that' 
A. The funds were advanced from the reserve fund of the 

hospital. 
Q. How about the six million dollars V Do you have to pay 

anv interest on that V 
.A. No, sir. It was from contributions. I think Mr. Bryan 

testified 33,000 citizens and corporations contributed to that, 
and the balance came from the Commonwealth of Virginia 
and the Federal Government. 

Q. If this ha.d been a private, profit hospital in the normal 
course of events would you have had to pay interest or noU 



~O Supreme Court of Appeals of Virginia 

Henry G. Chesley, Jr. 

A. We would have had to pa.y interest on bor­
pa.ge 80 ~ rowed funds. If we undertook to sell stock, I am 

sure we would have had to generate sufficient in­
come to pay dividends on the stock or we could not have 
sold it. 

Q. How much money are you talking about, if you had 
tried to finance this as a private, profit organization~ 

A. The other night I jotted down 'some figures, as to what 
it would cost if I were to set this hospital up the way my 
business is set up. I undertook to find out just what it would 
cost and I figured it would take $722,000.00 additional in­
come a year to pay interest, to amortize the bonds, 'with 
60 per cent of it covered by bonds which would be the 
normal way of financing it, to pay dividends after taxes and 
to pay real estate taxes, which we most assuredly would have 
to pay if it was a stock corporation. My estimate was it 
would take $722,000.00 additional income. 

Q. ·To the extent that this six million odd dollars has been 
provided by these contributions of the public, is it accurate 
or not to state that every person who receives services at 
this hospital is the recipient of charity through this insti­
tution~ 

Mr. McGuire: I don't think that is a proper question or 
the answer could have any relevancy. It is bound to be purely 
argumentative. · 

The Court: Yes, sir, I think so. 
page 81 ~ Mr.· Powell :I think the answer is obvious. 

The Court: I sustain the objection. 
Mr. Powell: I would like for him to answer for the rec­

ord. 

A. Ask the question again. 

By Mr. Powell: 
Q. I think the question was very poorly asked. I will 

reframe it for the record. In view of the contributions made 
by the public to whit?,h you have referred, which made pos­
sible the construction of this hospital facility, would vou 
please state whether or not everyone who receives medical 
care at that hospital is a beneficiary of a charitable institu­
tion~ 

Mr. McGuire: Of course I renew my objection. 
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A. Yes, sir, they are the beneficiaries of a charitable m­
stitution. 

By Mr. Powell: 
Q. And but for these contributions these additional 

charges, approximating seven hundred odd thousand dollars, 
would have to be provided~ 

A. It would have to be added to the per diem cost of the 
hospital. 

Q. I hand you an exhibit called "Statistical Report" which 
I had intended filing earlier. It contains certain fairly stand­

ard statistics used by hospitals. ·will you please 
page 82 ~ identify that and file it with your testimony~ , · 

A. Yes, sir, I have seen this and it was pre-
sented to the executive committee. · 

Q. For the record state what percentage of the patients 
served by the hospital come from the Metropolitan Area of 
Richmond . 

.A. Eighty-six per cent. 
Q. Also state for the record what percentage of patients in 

the hospital in the fiscal year ended September 30, 1958 had 
some form of hospital insurance, either Blue Cross or other 
insurance. 

A. Seventy-flve per cent, if we include Workmen's Com-
pensation. 

Q. And \f\T orkmen 's Compensatioi1 was what? 
A. One per cent. 

Note: The statistical report referred to was marked Ches­
ley Exhibit No. 10 and flied. 

Q. I Jrnve one other exhibit. Will you please identify the 
booklet which I hand you, sid 

A. This is a booklet that lists the names of the veterans or 
tlrn soldiers who were· killed in Vil or1d War II and who are hon­
ored in the memorial chapel. Their names are inscribed on the 
marble block in the chapel and also inscribed in the book of 
memory contained in the altar in the chapel, and is maintained 
as a war memorial. 

page 83 ~ Mr. McGuire: Your Honor, I object to the use 
of that as an exhibit in this case. It seems plain to 

me that the introduction of this exhibit, as well as the purpose 
of the introduction of the ·ordinance a.bout this hospital bein~ 
a memorial to the war dead, to which I did not object, is 
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plainly intended to arouse sympathy. This is too much. This 
seems to me a plain effort to arouse sympathy and to 
appeal to the sentiment of the court, and I think they are. en­
tirely irrelevant to the legal questions involved and objection­
able, and I object to their admission. I object to the admission 
of this pamphlet and to any other reference to the memorial 
aspects of this hospital. 

Mr. Po-well: If Your Honor please, I might note this is not 
a jury case and I would not suppose an appeal to the sym­
pathies of the court W·ould have any effect one way or the 
other, but even if it were a jury case we would consider this 
appropriate and proper evidence because it is a part of this 
hospital. This is the official ·war memorial in our communitv 
and- I want to ask Mr. Chesley a question or two as to what 
this memorial really is and ·what it means as a part of this 

hospital. This record will be incomplete if it were 
page 84 ~ omitted, sir. 

The Court: Mr. Po·well, I don't think this pam­
pblet is particularly germane to this case. I will sustain Mr. 
McGuire's motion, but I will file it as a part of the record. 

Note: The pamphlet referred to was marked Chesley Ex­
hibit No. 11 and filed. 

Mr. Powell: May I ask the ·witness one or two questions 
about this~ 

The Court: Yes. 
Mr. McGuire: It is understood my objection goes to these 

questions~ 
The Court: Yes, sir, that is understood and I sustained 

your objection. 

By Mr. Powell: 
Q. Mr. Chesley, there has been no description in the record 

of the memorial chapel. I realize words cannot describe it 
very well, but state generally what it consists of. 

A. Physically it is built on the front of the hospital. It ex­
tends five stories high. It has limestone facing·, monumental 
type of construction, and cont.a.ins on the inside a pla,que, a 
marble plaque that extends from the ceiling down to the altar 
on which is engraved the names of the war dead in World War 

II in Richmond City and Chesterfield and Henrico 
page 85 ~ County. It is a physical part of tl;ie hospital. It is 

put there purely as a monument It is used only as 
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a sanctuary, a place of meditation for those people who want 
to enter it, and a great number of people do enter it. 

The book of memory, which is referred to, is enclosed on the 
altar in this chapel. There are three names on each page, in­
scribed on each page, and a page of that book is turned eacn 
day. The little booklet you have there, it will be noticed, tells 
on what day of the year these particular three individuals will 
be memorialized. No services are held in the chapel. It has no 
utilitarian value whatsoever. No decorations are allowed to 
be put into it, no. flowers or other decorations. 

Q. Are the waiting rooms on each floor of the hospital de­
signed in such a way to afford a view of this memorial chapel? 

A. The first five floors, I think. It doesn't extend to the 
sixth and seventh floors, but the first five floors in the hospital, 
the big wall that adjoins the hospital is glass and fr.om each 
floor of the hospital there is a view down into the memorial 
chapel. Of course, the entrance is from the first floor by steps 
into the chapel. That is the only entrance. 

page 86 r CROSS EXAMINATION. 

By 1\Ir. McGuire: 
Q. Mr. Chesley, do you know whose idea it was and when it 

was first brought forward that this projected community hos­
pital be made a. memorial hospital~ 

A. I would rather you would have asked Mr. Tennant Bryan 
that cmestion, but it vvas very early in the discussion about the 
building of the hospital. So early, in fact, that I remember it 
my first connection with the hospital was attracted by the 
father of a boy who had been killed in the war. I don't have 
the exact date but it was a very early date in the concepti-0n 
of the hospital. As I say, my interest in the hospital began 
with the war memorial feature of the hospital. 

Q. I didn't ask Mr. Bryan-
A. I can't tell you the exact date but it was very early. 
Q. It was not the original idea, was it~ 
A. It was not the original idea, no, sir, because the original 

idea of this hospital, as Mr. Bryan testified, started while the 
second world war was in progress. At that time it became ap­
parent there. was a very great shortag·e of hospital beds in 
Richmond and so it was not, certainly it was not at that stage 

but it was pretty soon after that, to my knowledge, 
page 87 r when it began to be discussed as a proposed war 

memorial. 
Dr. Henry Decker, who was one of the leading proponents 
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and one of the early men who advocated the building of this 
hospital, had lost his oldest son in the war. and I can assure 
you that I know that it was very early I discussed this idea 
with him. 

Q. I didn't ask Mr. Bryan these questions because I had no 
idea it would become necessary to ask anybody these ques­
tions. 

A. I could get the answers for you, but I do not have them. 
Q. The original idea was to provide hospital beds. Is that 

correct1 
A. Yes, sir. 
Q. Do you know why the memorial idea was advanced~ 
A. Do I know why it was advanced? 
Q. Yes. . 
A. \Vell, I tbink one of the strongest reasons for it being ad­

vanced was there were a number of people who wanted to con­
tribute to the hospital and wanted to memorialize members of 
their family. I think that is one of the primary reasons it was 
advanced. 

Q. \Vas the memorial feature used as an argument in tho 
solicitation for the raising of funds~ 

page 88 r A. Undoubtedly so. Many of the gifts-as a 
matter of fact the 2:ift I myself g:ave to that hos­

pital was Q,"iven as a memorial to a person. There are plaques 
all over the hospital of these memorials. 

Q. I understand. I am looking at your Chesley Exhibit 
No.7-

The Court: I think I would like to state at this point, :md 
I think the court would be remiss if it did not state, at the time 
the memorial idea was adopted it 'Na.snot the unanimom:; feel­
ing among the veterans that it was the type of memorial they 
desired, and one of the present members of the Board was one 

, of the leading lights in opposing the idea. I think that is a mat­
ter of public knowledge. 

A. Yes, sir, I do not deny that. 

Bv Mr. McGuire: 
"Q. Your Exhibit No. 7 is a resolution of the executive 

commit.tee about the policy with regard to charity or free 
services. 

A. Yes, sir. 
Q. The gist of the resolution is that the Richmond Memorial 

Hospital "will continue to provide within the limits of its 
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financial and operational ability, such free. or partly free serv­
ice to those who cannot pay as it may be called upon 

page 89 r to render.'' I want to ask you what you mean by 
"within the limits of its financial ability"? 

A. That is very easily answered. The hospital can only 
render free service from any reserve fund that it generates, 
from any gifts that might be given to the hospital. Now the sit­
uation thfl"t the executive committee of the hospital has to 
wrestle with all the time is just that, because it is a situation 
we cannot readily control. The agreement, for instance, we 
have with the Virginia Home for Incurables. That off er was 
made when i~ became apparent we could take care of those pa­
tients. These contracts made with the various state agencies 
you will notice were made in 1958. It would have be.en entirely 
impossible to enter into any such contracts in 1957 when we 
were losing a quarter of a million dollars a year. 

Q. They pay you $18.50 a day? 
A. Yes, sir. 
Q. That is less than your per diem a day? 
A. Yes, sir, by some six dollars. 
Q. That is what I wanted to ask you. 
A. The usual per diem is approximately $24.00, between 

$24.00 and $25.00. 
Q. Do you know how many patients you all have received 

under those contracts with the state and counties. I could get 
that, I understand-

Mr. Powell: -vv e will put a witness on who will 
page 90 r give you the exact figures. 

A. I think I have it in my papers. 

By Mr. McGuire: 
·Q. Mr. Powell will produce .a witness. I take it that you 

mean by financial ability is you take ca.re of charity na.tients 
and intend in the future to take ca.re of charity natients if 
and when you have the money to enable you to do it? 

A. Yes, sir. 
Q. And "operational ability"-! take it-means in the 

limit of your physical facilities? 
A. Yes, sir. This hospital has no income other than that 

·which generates from its operations, beyond the reserve fun<l 
which we have drawn down to what we think is a bare neces-
sity. 

Q. In your financial statement or the report on the exami-
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nation by Andrews, Burket & Company, which is Chesley Ex­
hibit No. 6, Exhibit C is the statement of income and expenses, 
and Mr. Powell asked you to explain the items which appear 
under the heading "less" as deductions from your gross in­
come1 

A. Yes, sir. 
Q. I ·would like a little more explanation-

Mr. Powell: Mr. McGuire, I do not object at all to your 
asking this witness anything he can answer in that respect 

but for your information we expect to put on the 
page 91 t witness stand Mr. Bartley who is chief accountant 

as well as assistant administrator and he is spe­
cifically prepared to give you as much detail that he has avail­
able on those figures. 

Mr. McGuire: I think that is better, but I didn't want Mr. 
Chesley to be excused and then find out there was something 
I should have asked him. 

\ 

A. You must realize my service in this hospital is voluntary. 
I go over the broad policies of the hospital,--'-l am afraid I 
give a little more free service than I should. I can substantiate 
the authenticity of these figures but I cannot break them down. 

Mr. McGuire: I do not doubt the authenticity. I just want 
them explained a little more. I take it Mr. Bartley can also 
explain Exhibit Chesley No. 10, the statistical report? 

Mr. Powell: I am sure he can. 
Mr. McGuire: I would like to have a moment to look at my 

notes. It may be under those circumstances I would only have 
one or two more questions to ask Mr. Chesley. 

Note : There followed a recess. 

By Mr. McGuire: 
Q. Mr. Chesley, I have been looking· at this exhibit which 

you filed. 
page 92 r A. Is that the charter? 

Q. No, sir, this is the exhibit which contains the 
medical staff by-laws and rules and regulations of Richmond 
Memorial Hospital. 

A. Yes, sir. 
Q. I gather from this that you do not have any staff called a 

resident staff or any staff called a non-resident staff either 1 
· A. ·vv e do not. 
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Q. You simply have the general medical staff, the organiza­
tion of which is set out beginning on page 3, and it seems to be 
divided into honorary medical staff, attending medical staff 
and courtesy medical staff. Those are your divisions? 

A. Yes, sir. . 
Q. Do you know how many men are on the honorary medical 

staff? 
A. I cannot answer that question, sir. I do not know. 
Q'. You do not know, I suppose, the number of doctors on 

the attending staff or on the courtesy staff? 
A. I do not have the breakdown. The only difference be­

tween those two are. those who have to attend so many meet­
ings a year of the staff. 

Q. I gather there are several differences. I ob­
page 93 ~ serve one difference between the attending staff 

and the courtesy staff, para.graph 4 under Section 
C, the attending staff, "to be eligible to become a member of 
the attending staff, a physician is expected fo use this hospital 
regularly for his patients.'' 

A. Yes, sir. 
Q. And under 1 (a) of Section D, courtesy staff, it says. 

''The courtesy staff shall consist of qualified physicians who 
do not use the hospital regularly for their patients.'' 

A. That's right, but who may admit all patients. 
·Q. Now the next article, Article V, about organization of 

the clinical services, has a number of divisions, such as the 
Division of Surgery, the Division of Obstetrics and Gyne.col­
ogy, and several others which in turn are divided into sub­
divisions 7 

A. Yes, sir. 
Q. I presume there is somebody who is chief of the Division 

of Surg·ery and chief of the Division of Medicine and so on. 
A. Yes, sir. 
Q. Do you know who those people are or have you available 

any lists that show those things 7 
A. I don't believe I have those. I know who some of them 

are, just from general knowledge. · 

page 9'4 ~ Mr. McGuire: May I ask Mr. Powell, is there 
available any list that shows who those people are? 

Mr. Powell: Dr. Rawles is here and he may know. 
Mr. McGuire : I believe the record ought to show those 

things. 

A. May I say in defense of my not answering-
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Mr. McGuire : You don't need to make any defense. 

A. We keep the lay board and medical staff pretty well sep­
arated. I have no part in the. election to such offices. I am sure 
Dr. Rawles could answer it. 

By Mr. McGuire : 
Q. I know you have an administrator and an assistant ad­

ministrator. Is there any physician or surgeon who is general 
superintendent of the hospital~ 

A. No, sir. 
Q. I will ask the other witnesses about those things. 
A. I can answer your question by saying there is no physi­

cian who has anything to do with the administration of the 
hospital. . 

Q. I thought there might be some physician who has over-all 
charge of the medical and surgical services. 

A. No, sir. There is a Chief of Staff, Dr. Benja­
page 95 r min Rawles. 

Q. Of the whole hospital? 
A. Of the medical staff. He has nothing to do with anything 

but the medical staff. · 
Q. He is not Chief of the Division of Medicine or Chief of 

the Division of Surgery~ 
A. No, sir. He is Chief of the medical staff. 
Q. Are there any physicians or surgeons who have offices in 

the hospital~ 
A. None other than the fact the hospital has four paid em­

ployees. The head of the x-ray department is a paid employee 
of the hospital. 

Q. Is he a physician~ 
A. He is a physician. He has an assistant who is a physician. 

The head of the laboratory is a physician. He must of neces­
s,ity be a physician. He is a paid employee and he has an as­
sistant who is a physician. They do not practice other than 
they are the heads of those internal departments of the hos­
pital, the Department of Radiology and the Department of 
Pathology. 

Q. No physician has his office there in which he examines 
and treats patients? 

A. No, sir. 'lve have no facilities for them. 
·Q. Mr. Chesley, are the doctors on your attend­

page 96 r ing staff, are they beneficiaries of this charitable. 
hospital 1 · ' 

A. No, sir, not in any sense, other than they might be bene-
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fited if they take the patients there. I presume they charge. 
"'lv e have nothing to do with their charges. 

Q. But these gentlemen do have their patients in that hos­
pital regularly and it is presumed they charge. these patients a 
fee for their services? 

A. I presume they charg~ them, if they live. 
Q. In other words, they generally practice their profession 

using those hospital facilities? 
A. Yes, sir. 
Q. Are the records of the physicians and surgeons kept at 

the hospital, their fee records and so forth? ' . 
A. No, sir. 
Q. They are not kept there.? 
A. No, sir. You mean their financial records? Their medical 

records are kept there concerning the treatment of the patient. 
Q. The patient's history? 
A. Oh yes, but it has nothing to do with charges. 
Q. It has nothing to do with the financial records, fees and 

charges 1 
page 97 r A. No, sir . 

. Q. Mr. Chesley, you spoke of various educational 
features of this hospital, staff meetings and so on. 

A. Yes, sir. 
Q. Don't you know that the other hospitals have staff meet­

ings, too1 
A. They have them, but they are confined to their restricted 

staffs. They are not open staff hospitals, 
Q. You have a staff of 486 doctors 1 
A. It is the largest one in Richmond. 
Q. But they are regularly appointed members of your staff 

who attend these meetings 1 
A. A1iy physician in the City of Richmond could apply for 

membership and attend. 
Q. But only people who have applied and who have been ap­

nointed to membership have the benefit of these staff meet­
ings~ 

A. That is right. 
Q. Don't you know the Medical College of Virginia, the 

McGuire Veterans Hospital and the· purely private hospitals 
like .Johnston-Willis and St. Luke's and so forth, all have in­
terns? 

A. That's right. 
Q. Isn't that necessary to the performance of 

page 98 r the work of the hospital? 
~ A. I would say it is to the advantage. of the ho~-
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pital, but it is not completely necessary because they could 
employ graduate doctors. 

Q. But isn't it a common practice~ 
A. Oh yes. 
Q. And these interns are on duty and they do their share of 

work at the hospital~ 
A. Yes, sir. 
Q. And that is a large part of the purpose of their appoint­

menU 
A. That's right. 
Q. Don't these same hospitals in town have resident physi-

cians and surgeons, too 7 
A. It is my understanding they do. 
Q. Don't a good many of them have schools for nurses~ 
A. Some of tbem do, yes, sir. 
Q. Aren't the.re several of them that do~ 
A. Yes, sir, there are several in Richmond. 
Q. Isn't it to their advantage as well as to the advantage of 

the nurse who attends 7 / 
A. I think it is to the advantage of the hospital to train 

nurses. The type of nursing school we contemplate is a two­
year nursing school, of which there is not another 

page 99 ~ in the city of Richmond. It would not be particu-
larly advantageous to the hospital until such time 

as they rleveloped graduates of the school which ·wonld become 
available to ·work in that hospital or any hospital in the City 
of Richmond. 

Q. Don't the undergraduates work in the hospital while in 
school 7 

A. In the type of school we contemplate they will do very 
little hospital work. In a three-year school they do but in a 
two-year school, which is the type we propose, the hospital 
will get no service from the nurse while she is,in training. 

Q. ·what is the arrangement between the nurse and the 
school 7 Is the nurse paid or does she pay the hospital 7 Where 
will she live 7 

A. She will live in a dormitory which will be the property 
of tJ1e hospital It is presumed. it has not been decided but it is 
presumed she will pay a. small tuition fee. The hospital will 
supplement that to a rather substantial degree. 

Q. What do you mean, the hospital will supplement that~ 
A. The hospital will pay the cost of running the school of 

nursing. \Ve esti1irn.te it will cost the hospital around fifteen 
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hundred or two thousand dollars per student to 
page 100 ~ train them. 

Q. But you will not pay these nurses anything~ 
A. No. sir. 
Q. They will pay a small tuition fee and perform some serv­

ices~ 
A. A small amount of services, but not to the extent they 

perform them in a three-year school of nursing. 
Q. Is that what most of the other hospitals have, three-year 

schools~ 
A. All of the other hospitals in Richmond, I believe, ·with 

the possible exception of the Medical College of Virginia. I 
am not sure of that. I think they are putting in a two-year 
school or have put one in. The others, so far as I know, are 
running three-year schools. 

Q. You spoke of volunteer services. Don't some of the other 
hospitals have volunteer services f 

A. I think the Medical College of Virginia has volunteer::; 
and probably McGuire does. I have no knowledge of any 
others. 

The Court: I have great admiration for the witness but i 
don't know that he is qualified to testify to the work of the 
other hospitals in the city. 

Mr. McGuire: No, sir, but he is the one that testified about 
these services. · 

page 101 ~ The Court: He was speaking simply of the 
operation at the Richmond Memorial Hospital. 

A. My knowledge of the other hospitals is very meager. 

By Mr. M.cGuire: 
Q. Did I understand you to say the only endowment the 

hospital has so far is the bequest from Mr. Glasgow~ 
A. We have not yet received that. We received only a pro 

rata share of the income. We do not have the endowment. 
Q. And I gather you are not spending that income. 
A. No, sir. We are holding it intact for the school of nurs­

mg. 
Q. I had the impression-just my own thought-that was 

an endowment you expected to use for the care of indigent pa­
tients f 

A. "'Ve cannot do so. Let me answer that question this way. 
According to my understanding-and Mr. Powell could prob­
ably speak to this better than I can-Mr. Glasgow in his will 

· said he did not speci:fica.lly restrict the use of these funds but 
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lrn made certain suggestions and one of them is the one we 
follow. That was the judgment of the executive committee of 
the hospital, that was the use that should be made of that 

money. 
page. 102 r Q. I didn't notice any such items in this state-

ment in the hurried examination I gave it, but 
have you since your original grants of state money and Hill­
Burton money, have you received any other grants from 
foundations or anything of that sort~ 

A. ·we have not. 
Q. And the development of your program for the care of 

indigent patients-you do hope for more endowme11ts ~ 
A. Yes, sir. 
Q. And you are waiting on these hoped~for endowments 

for the general program of indigent care~ 
A. The. hospital so far has received only one very small be­

quest. It is to be hoped that the hospital will be remembered 
in wills as it comes into being, that we will build up an en­
dowment fund, and certainly if and when we do have such a 
fund it will be used for free services. 

Mr. Pmvell: Excuse me. vVill you read back the last ques­
tion and answed 

Note: The la~t. question and answer were read by the re­
port.er. 

Mr. McGuire: I have no further questions. 

By Mr. Powell: 
Q. I have one question. You testified construc­

page 103 r tion of the hospital on the 14 acres you have men-
tioned commenced in June 1954. Has any part of 

the hospital property, including the real estate and buildings, 
been used for any purpose other than hospital purposes at 
any time since June 1954~ 
A~ No, sir, it has not. 

Mr. McGuire: That reminds me. I think in the beginning 
Mr. Chesley stated when construction was be.gun and when 
construction was coli1pleted. I don't think he stated when op­
erations commenced. That. is something that should show in 
the record. Can you tell us when the :)iospital commenced op-
eration~ · 
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Mr. Powell: We will put Mr. Prather in to fill in that 
period of time before Mr. Chesley became President; 

Mr. McGuire: That is satisfactory. 
Mr. Powell: Mr. Chesley became President in January 

19'57. 
Mr. McGuire: That is agreeable with me and I have no 

further questions. 

Witness stood aside. 

page 104 ~ BILLY S. BARTLEY, 
a witness called by the Richmond Memorial Hos­

pital after being.duly sworn, testified as follows: 

DIRECT EXAMINATlON. 

By Mr. Powell: 
Q. Please state your name and residence. 
A. Billy S. Bartley, 8711 Gayton Road, Richmond. 
Q. \V"hat is your occupation? · 
A. I am Assistant Administrator of the Richmond Memorial 

Hospital. 
Q. How long have you held that position, Mr. Bartley? 
A. Since May 1956. 
Q. Did you come to Richmond at that time or did you live 

here previously? 
A. I came to Richmond from Knoxville, Tennessee. 
Q. ·what had you done in Knoxville, Tennessee? 
A. At that time I was Assistant .Administrator and had 

been for approximately five years at East Tennesse-e Baptist 
Hospital in Knoxville. . 

Q. \Vhere were you educated, Mr. Bartley? 
page 105 ~ A. University of Tennessee. 

Q. \Vhat degree, if any, did you receive? 
A. Bachelor of Science, School of Business Administra~ion. 
Q. What was your maj·or? 
A. Accounting. 
Q. Mr. Bartley, do you belong to any societies or organiza­

tions related to your professional work? 
A. Yes, sir, I do. I am a member of the- American College of 

Hospital Administrators; a member of the American Associa­
tion of Hospital Accounta,nts; I am a Director of the recently 
formed Richmond Nurses Professional Registry. 

Q. Have you held any office in any of these or related or­
ganizations recently? 
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A. Yes, sir. I am at pre.sent President of the Virginia Chap­
ter of the American Association of Hospital Accountants. 

Q. Are you the Mr. Bartley who has been referred to in this 
case today as Assistant Secretary ·of the hos1pital f 

A. Yes, sir, I am. 
Q. Will you state quite briefly what your duties are as As-

sistant Administrator of the hospital 1 · 
A. First of all, I am first chief to Mr. Prather and I hav.3 

under my direct supervision and responsibility to 
page 106 r him the supervision of certain departments, 

namely, dietary, pharmacy, laundry, housekeep­
ing and the business office, admitting, communications, and 
the switchboard and receptionist area. 

Q. Do you have any responsibility in. regard to the books of 
accounts of the hospital f 1 

A. Yes, sir, that is my responsibility to supervise· and direct 
the record keeping of the hospital. 

·Q. Mr. Bartley, at my request have you ptepared a special 
analysis of free service rendered by Richmond Memorial Hos­
pital for introduction as evidence in this case? 

A. Yes, sir, I have .. ' 
Q. Please identify this and state whether or not that is the 

analysis which you prepared? 
A. Yes,sir,itis. 
Q. Will you please· file that as your Exhibit No. 1? 
A. Yes, sir, I will be glad to. 

Note: The tabulation referred to was marked Bartley Ex­
hibit N o.1 and filed. 

By Mr. Powell: 
Q. I would like to ask you some questions a.bout your Ex­

hibit No. 1. First of all, will you state whether or not this re­
flects audited or unaudited information 1 

page 107 r A. This is unaudited information. 
Q. \Vhat are. the periods covered, Mr. Bartley? 

A. It is two calendar years, beginning January 1957 
through December 1958. 

Q. These are on a calendar year basis? 
A. Yes, sir, they are. 
Q. \Vhat is the basis of the auditing reports of the hospital? 
A. The auditing reports are on a fiscal year basis, fiscal 

year ending September 30th. 
Q. At my request did you prepare this. data. on a calendar 



City of Richmond v. Richmond Memorial Hospital 85 

Billy S. Bartley. 

year basis in order to bring it down as recently as you could¥ 
A. Y e.s, sir, I did. 
Q. The exhibit contains two tabulations, one designated as 

No. 1 and the other as No. 2. Please state briefly the difference 
between those two tabulations. 

A. Tabulation No. 1 includes the amounts classified as ac­
counts of medically indig·ent patients and who are entitled to 
free service upon admission. It also includes the accounts clas­
sified as entitled to free service subsequent to admission or 
discharge, including patients of limited means whose require­
ments for hospital service exh.aust their insurance or avail-

able resources. and similar patients who develop 
page 108 ~ permanent disabilities and become medically indi-

gent after hospitalization, and also patients who 
present themselves as pay patients but who later prove, upon 
investigation, to be medically indigent. It also includes the· 
patients who come in under the state and local hospitalization 
contracts. 

Q. Vv ere you in the courtroom this morning when Mr. Chei3-
ley testified about the contracts that the hospital has with 
these authorities~ 

A. Yes, sir, I was. 
Q. Are they the contracts your exhibit J.·~f ers to in footnote 

No. 1, paragraph c ~ 
A. Yes, sir. 

Mr. McGuire: Excuse me. I didn't understand the ques­
tion. 

Mr. Powell: I asked him whether or not the state and local 
authority contracti;_i._;eferred to in Note le were the same con­
tracts about which Mr. Chesley testified this morning. 

Mr. McGuire: Yes, sir. Thank you. 

Bv Mr. Powell: 
··Q. Mr. Bartley, I think it will probably be desirable for you. 

to read your footnote No. 2~ so you will explain to the court the 
way in which you have handled on this exhibit the 

page 109 ~ indigent patients received under these contracts. 
A. Footnote No. 2 says: 

(Reading) "Total amount of free service rendered in 1958 
under contracts with state and local authorities was $6,662.20, 
rendered to a total of 42 medically indigent patients. This 
total amount, as well as tlrn number of patients, is included in 
the above tabulations. Under these contracts the public author-
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ities reimbursed the hospital for .a major part of this indigent 
care by payment of a prescribed minimum pe.r diem. The 
amount so reimbursed in 1958 wa.s $3,684.37, leaving the hos­
pital unreimbursed to the extent of $2,977,,83. No such con­
tracts were in e·ffect with this hospital prior to May 1958." 

Q. You included, then. the $6,662.20 in tabulation No. 1 
about which you are testifying? 

A. Yes, sir, I did. 
Q. Now before moving to tabulation No. 2, would you sum­

marize for the court the total free service rendered, first in 
terms of number of patients and second in terms 

page 110 ~ of the total amount as shown in tabulation No. l, 
for the years 1%7 and 19581 

A. In the year 1957 there were, according to our records, 
seventy patients or a total of $12,223.77. 

In 1958 there were 313 patients or a total of $22,234.03. 
Q. And the total for the two yea.rs stated on the exhibit is 

what? 
A. 383 patients for a,, total of $34,457.80. 
Q. Percentages are shown on the exhibit. I don't think you 

need read anything other than the totals for the two-year pe­
riod. \iVhat are those percentages 1 

A. For the two-year period the. number of free service pa­
tients was 2.0% and the amount was .8%. 

Q. That is, of the dollar amount in free service 1 
A. Yes, sir, comparing that with the total patie11t service 

rendered. ,, 
Q. No,v, Mr. Bartley, will you summarize in substantially 

the same fashion what you disclosed by tabulation No. 2 of 
this exhibit 1 

A. Tabulation No. 2 includes as free service the net amount 
of uncollectable accounts charged off during the period in 
question which totals $70,546.94. The gr,oss amount of un­
collectable accounts charged off during the periods in ques-

tion totaled $85,395.51, against which there were 
page 111 ~ recoveries totaling$14,848.57. 

Q. You are reading from your note No. 31 
A. Yes, sir. 
Q. And that describes tabulation No. 21 
A. Yes, sir. 

(Reading) "Many hospitals make no distinction between 
uncollectable accounts and other types of free service, anO. 
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classify all of these under charity or free service. This hos­
pital, for accounting purposes, . does make a distinction: be­
tween patients whom it classifies as being entitled to free serv­
ice (medically indigent) and patients who fail to pay their bills 
without a showing of being medically indigent.'' 

Q. The difference, then, between the figures in tabulation 
No. 1 and those in tabulation No. 2 is that in the latter yon 
have also included uncollectable accounts charged off. Is that 
correct, sir? 

A. Yes, sir, that's true. 
Q. Is that or is that not after deducting from the accounts 

charg·ed off recoveries by the hospital 7 
A. The net amount is included in tabulation No. 2 of the 

chargeoffs. 
Q. M.eaning that you did deduct the amount re­

page 112 ~ covered 7 
A. Yes, sir. 

Q. Referring further to tabulation No. 2, please state for 
the record the total for the two-year period, the totals which 
would compare with the totals you previously gave; that is, 
the total number of patients receiving free service in whole or 
in part and the total amount of such service in dollars and in 
percentage. 

A. The total for the two years, number of patients 1,849'; 
total amount of free service $105,004.74. 

Q. And the percentages. 
A. The number of patients is 9.9'%; the amounts 2.4%. 
Q. And all these totals relate to free services rendered by 

the· hospital in the light of explanations in these footnotes 7 
A. Yes, sir. 
Q. \lil ere you present this morning, Mr. Bartley, ·when the 

Presidenfof the hospital introduced the audit report prepared 
by Andrews, Burket & Company7 

A. Yes, sir, I was. 
Q. These figures on your Exhibit No. 1, do they tie in with 

the audit report :figures 7 · 
A. Ko, sir, they will not because the. audit report cover.s 

21 months. My analysis covers 24 months or the 
page 113 ~ full two-year period. 

Q. One is on a fiscal year and the other on a 
ca.lenda.r year ba.sis 7 · 

A. Yes, that's true. 
Q. Do the figures in your Exhibit No. 1 include the amount 
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mentioned by the President this morning as being discounts 
allowed paid employees of the hospital 1 

·· A. No, sir, they do not. 
' Q1

• Y·ou excluded those from your tabulation 1 
A. Yes, sir, we did. 
Q. The audit report, in the income statement, refers to pro­

visions for uncollectables and has a :figure shown there for the 
two years covered by the audit report which is larger than 
the :figure you have here as accounts charged for. What is the 
difference, if any, or explanation for those two :figures, Mr. 
Bartley1 

A. Monthly we make. a provision based upon our experi­
ences as best we can determine them, setting aside a provision 
for uncollectable accounts and creating a reserve. The 
amounts that are included in this statement-

Q. Which statemenU 
A. My exhibit, analysis of free service, these figures include 

only those amounts that we have charged against the re.serv0 
as uncollectable receivables. 

Q. So the provision for uncollectables may be 
page 114 r greater than what you have ·actually charged off 

as uncollectables 1 
A. Yes, sir, that's true. 
Q. And you Exhibit No. 1 indicates which of those eate­

gories? 
A. It includes the accounts we have charged off against the 

r'eserve as uncollectable receivables. 
Q. But it does not include. anything for the provision for 

accounts that have not been charged ofH 
A. No, sir. 
Q. And you are speaking now only about tabulation No. 2 

of the exhibit? 
A. Yes, sir. 
Q. Does tabulation No. 1 contain any items on account of 

uncollectable accounts? 
A: No, sir. 

CROSS EXAMINATION. 

By Mr. McGuire: 
Q. Mr. Bartley, on your Exhibit No. 1, your Note 1 says, 

"The foreg·oing tabulations include the following types of 
cases to whom free service is rendered in whole or in part.'' 
Thes8' figures of 70 for 1957 and 313 for 1958, I take it, include 
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some persons who did pay part of their hospital bills. Is that 
righU 

page· 115 r A. Yes, sir, that is true. 
Q. They a.re . not all wholly free service 

patients~ 
A. Well, no they would not be wholly free if any payment 

were made. I might add that, as I tried to point out in the foot­
note, some of them have insurance and once that is exhausted, 
the balance of the account is so classified. 

Q. That is what I was coming to. Your note l(b) includes 
patients of limited means whose requirements for hospital 
service exhaust their insurance or available resources. I notice 
on Exhibit C of the Andrews, Burket statement, which is 
Chesley Exhibit No. 6, statement of income and expenses, 
·which Mr. Poweell has just asked you about, the first item 
under the heading ''less" is "free service adjustment con­
tractual" which I gather from Mr. Chesley's evidence re­
f erred to people who had Blue Cross confracts. Is that right? 

A.. Yes, sir. 
Q. I don't understand that arrangement and never have. 

Does that mean that people who exhaust their Blue Cross 
benefits are not asked to pay the difference between the Blue 
Cross benefits and the hospital charges, if the hospital charges 
are in excess of the insurance benefits~ 

A. No, sir, it does not. 
page 116 ~ Q. Well, what does it mean~ What is the ar­

rangement~ What are those free service adjust-
ments~ 

A. All hospitals participating in the Blue Cross plan have 
an arrangement whereby they are paid a per diem rate. 
\Vithout the records in front of me I cannot go into all the 
details of that arrangement because it is rather lengthy, but 
the brief of it is that all bills rendered to Blue Cross during 
this period of time, they are paying about 95 to 97 per cent of 
those bills, and that balance is what we define here as free 
service adjustment contractual, and it includes only our con­
tractual arrangement with Blue. Cross. 

Q. Why don't you charge that unpaid three or five per cent 
to the patient~ 

A. Because it is not an arrangement that involves the pa-
tient. It is an arrangement between Blue Cross and the hos­
pital. 

Q. Are these free service adjustments contractual, are they 
included in the free service.s rendered :figure on your Exhibit 
No.H 
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A. No, sir, they are not. 
Q. When Mr. Chesley was on the stand, a statistical report 

for the year ending September 30, 1958 was introduced as 
Chesley Exhibit No. 10. Are you familiar with thaU Have you 

got that before you 1 
page 117 r A. I don't have a copy of it, but I am f amiliat 

with it. 

Mr. Powell: Just a minute. I have a copy here I can let 
him have. 

Q. (By Mr. McGuire) The second heading is "Patients 
Classified as to Finances'' and under that appear the items 
"Blue Cross Insurance, Commercial Insurance, Workmen's 
Compensation, direct payment, and other.'' I take it the 51 
per cent of your patients who are included there as Blue Cross 
Insurance are people who have the benefit of the arrangement 
you have just de.scribed which you make with Blue Cross. Is 
that rig,hU 

A. Yes, sir, that's right. 
Q. \~That is the explanation of the 23 per cent covered by 

commercial insurance 7 
A. That is the different insurance policies, such as provided 

by Metropolitan, Prudential and all the other insurance com­
panies, either in groups or on an individual basis. 

Q. Well, when the individual insured hasn't got enough 
commercial insurance to cover his hospital bill, do you collect 
the rest of it from him, if you can 1 

A. If we can, yes, sir. 
Q. Then those people. are not included in your free service 

figures on Bartley Exhibit No. 17 
page 118 ~ A. No, sir, they are not. 

Q. Is the same thing true of the Workmen's 
Compensation people 7 

A. Yes, sir. 
Q. They are not included in your tabulation and are not i:i. 

part of your Exhibit No. 17 
A. No, sir. 
Q. Did I understand correctly from Mr. Chesley that the 

·item on your statement of income and expenses "free service, 
general patients "-is that the fre.e service which is included 
in your tabulation, Bartley Exhibit No.17 

A. Yes, sir, it is partially. It is included but in addition, on 
my exhibit, this exhibit is on a two-year basis and his is on a 
2i-month basis, but it is included. 
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Q. I think the 21-month statement includes in free service 
patients those contract patients with the state and county? 

A. That is included in the third item, "other free service.'' 
I believe Mr. Chesley's testimony was to that effect. 

Q:. If you don't mind, tell :me aga.in what ''free service, 
general patients'' means and also ·what ''other free serYice'' 

means. 
page 119 r A. "~ree service, general patients'' means the 

free service that we have rendered to patients 
because, in our opinion, they are indigent patients or medically 
indigent patients, either for all of their hospital bill or a part 
of their hospital bill. 

Q. Can you tell me how many of these people on your Ex­
hibit N 6. 1 are wholly free patients and how many of them 
paid part of their bills 1 

A. No, sir, I did not analyze it in that fashion and I could 
not answer the question. 

Q. fa ''other free service'' on the income and expense 
statement, is that only the contract patients, the people you 
take for the state and county~ 

A. No, sir. I think it was pointed out this morning there 
are in that classification the discounts that were rendered to 
our employees. That has been excluded from this one. 

Q. I am sure it was explained this morning but I just can't 
remember all these things. I am sure the record is complete. 
M.r. Chesley testified this morning, as I recall it, about 800 
people a month are treated in your emergency room and that 
they are treated first and nobody says anything to them about 
whether or not they can pay or how much they will have to 

pay until they receive their treatment. Have you 
page 120 r :figures which will show how many of those 

patients treated in your emergency room are 
treated free and how many of them pay for the services 1 

A. No, sir, I do not. 
Q. Are they included in your Bartley Exhibit No. 1 ~ 
A. They may be. There are some in there, I am sure. How 

many I do not know. 
Q. Your Bartley Exhibit No. 1, is that intended to include 

all of the free services given at the hospital, including the 
emergency room~ 

A. Yes, sir. 

Mr. McGuire: I was asking questions of Mr. Cheslev about 
the staff and he didn't know the names of the people who 
were chiefs of services, and so forth. Mr. Powell, are you 
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going to put Dr. Rawles on the stand with that information~ 

Note: There followed an off the record discussion. 

Mr. Powell: vVe will introduce a memorandum on that. 

By Mr. McGuire: 
Q. Am I correct in my understanding that I got this morn­

ing that you have no record about the charges made by the 
physicians and surgeons on the staff to their patients who 
receive treatment, as distinguished from charges made by the 

hospital~ , 
page 121 r A. Yes, sir, that's true. We have no record 

of any physicians' charges to his patient. I don't 
have that information. 

Q. Do you know anything about what proportion of patients 
are treated at your hospital without charge by the attending 
physician~ 

A. No, sir. 
Q. You do not know~ 
A. No, sir. 
Q. And you have no record from which you could obtain 

that information~ 
A. No, sir. 

Mr. Powell: Mr. McGuire, this is the witness who at­
tempted to comply to the extent he could with your request. 
He has a little memorandum that answers all your questions 
except the one you referred to and the question that asks 
about the number of operations that are free, and he went 
through his records before he received your subpoena, over a 
period of a month or more, to prepare the data incorporated 
in the exhibit. He has not checked the operation data so he 
cannot supply that information unless he re-works it but I am 

inquiring whether you would like fo see the result 
page 122 r of your questions so we can excuse him. He has it 

riglJt here. 
Mr. McG:uire: Yes, I would like to see it. 
Mr. Powell: Please get the information Mr. McGuire 

asked for. 
Mr. Bartley: I have it here. 
Mr. Powell: I have copies here. Your Honor, Mr. Hunton 

calls mv attention to the fact I did not state on the record 
this is the information called for by the City Attorney in the 
subpoena duces t'eciwn served on the hospital. 

I , 
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Mr. McGuire: I can see it is, except for information 
they do not have. It wasn't a -subpoena duces tecum. It 
was a summons to produce books and papers. May this be 
introduced as an exhibit by this witness~ 

Mr. Powell: It is entirely up to you. You requested it. 
Mr. McGuire: I will ask the court if this may be intro­

duced as Bartley Exhibit No. 2. · 

Note: A paper entitled "Memorandum in Reply to Re­
quest for Information by City of Richmond by Affidavit dated 
January 13, 1959'' was marked Bartley Exhibit No. 2 and 
filed. 

Mr. McGuire: Now this sheet does not actually include 
the schedule of rates. I think Mr. Powell says 

pa.g·e 123 ~ he has a schedule here and I should like to ask 
·for that. 

Mr. Powell: Yes, sir. It is right here. 
The Court: I will mark it Bartley Exhibit No. 3. 

Note: A folder entitled "Richmond Memorial Hospital, 
Schedule of Rates and Charges, January 1, 1959" was marked 
Bartley Exhibit No. 3 and filed. 

Mr. McGuire: If the court please, this is a very ex­
haustive schedule. I should like to read only a few items 
into the record for convenience. I gather from this exhibit 
that the room rates a.re as follows: 

"Private Rooms 
"Semi-private Rooms 
"Four-bed Rooms 
''Nursery 

$19.50 & $21.00 
15.00 
13.00 

5.00" 

The Court: \V'ha.t page a.re you reading from~ 
Mr. McGuire: Page 1. On page 8 I observe that the 

minimum emergency room charge for treatment in the 
emergency room, plus drugs, dressings and so forth, is $3.00. 

On page 9 further emergency room prices are set out, from 
which the following appears : ' 

(Rea.ding) 

page 124 ~ "1. Patients ·with superficial lacerations or 
other conditions taking a. maximum of one hour 

· or less of emergency room time, $3.00. 
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"2. Patients requiring suturing of deep lacerations, multi­
ple, and requiring observation fo:( a period of one to two 
hours, $5.00. 

"3. Patients requiring concentrated nursing time and re­
quiring observation for a period of two to four hours, $7 .50." 

These are the only fixed charges there. There is an item 
four of unusual cases, which is left blank. 

I notice that on page 17 there appears operating room and 
delivery charges, as follows : 

'' M,ajor surgery, one hour 
Major surgery, one to two hours 
Major surgery, each additional hour up to 

$25.00 
35.00 

four hours 5.00 per . 
half 
hour 

Major surgery, each additional after four hours 7.50 per 

Minor surgery, one-half or less 
Minor surgery, one-half to one 
Minor surgery, one to two hours 
Delivery Room 

hour 

hour 
20.00 
25.00 
35.00 
25.00" 

page 125 r I don't believe I can see any good purpose that 
can be served by reading any more of it. It 

shows laboratory fees and charges for all sorts of tests and 
things, but those will give a sufficient idea of what the hos­
pital charges. 

By Mr. McGuire: 
Q. Did I understand your hospital is ni:rw operating at full 

capacity? 
A. Yes, sir. 
Q. Does .that mean that all its beds are available or are 

all full constantly? 
A. We have, since September, a 374-bed complement, mean-' 

ing we have 37 4 beds available for the admission of patients. 
Q. Are they full most of the time? 
A. Yes, sir. As to our percentage of occupancy, they have 

been full since September 1958, not all during that time 
but particularly since the first· of January they have been 
full. 

Q. Most 'Of the time you are full up? 
A. Yes, sir, I would say that 
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By Mr. Powell: 
Q. Do you happen to have in your papers your actual rate 

of occupancy :figure for the :first six months of 1958 or all of 
1958, or do you recall iU 

page 126 r A. From my memory it is about 90%. 

By M,r. Powell: 
Q. Mr. Prath~r is nodding his head indicating that he has 

it. We will put that in the record. You think it is about 
90%? 

A. Yes, sir. 

Mr. Powell: If Your Honor please, we would like to ex­
cuse this ,~:ritness. We have both the Administrator and the 
Assistant Administrator here. 

Mr. McGuire: That is agreeable with me. I think I have 
all the information I wanted to get from him. 

Witness stood aside. 

Note : There followed a recess. 

page 127 ~DR. BENJAMIN vV. RAWLES, JR., 
· a witness called by the Richmond Memorial Hos-
pital, after being duly sworn, testified as follows: 

DIRECT EXAMINATION. 

By Mr. Powell: 
Q. Please state your name and residence. 
A. Benjarµ.in W. Rawles, Jr., 5404 Cary Street Road, 

Richmond, Virginia. 
Q. What is your profession, Dr. Rawles? 
A. I am a physician. 
Q. Where do you practice medicine? 
A. In the City of Richmond. 
Q. How long have you practiced here, Doctor? 
A. Since 1937, except for a few years away during the 

war. 
Q. Where did you receive your education? 
A. The University of Virginia, both academic and medi­

cine. 
Q. What year did you graduate? 
A. 1930, in medicine. 
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Q. Did you serve as an intern or resident in. any hospitals 
and if so please state what they were 1 

A. University of Virginia, Memorial Hospital, 
page 128 r in New York and .Jersey City Medical Center. 

Q. In what capacityf 
A. Intern and resident training in surgery. 
Q. What is your specialty, Doctorf 
A. General surgery. 
Q. You referred to an absence from the city dul'.ing the 

war. vVhat did you do during the war7 
A. I served as a member of the 45th General Hospital, 

which was an affiliate unit of the Medical College of Vir­
ginia. 

Q. In what capacity7 
A. I .was Chief of the Section on General Surgery in Fort 

General Hospital. 
Q. Dr. Rawles, what connection if any do you have with 

the Richmond Memorial Hospital 1 
A. I have just two weeks ago been elected Chief of Staff 

of the Richmond Memorial Hospital. 
Q. Have you held any previous staff positions at Richmond 

Memorial Hospital 1 
A. No, I have not, other than just a member of the at­

tending staff. 
Q. When were you qualified as a staff member of that 

hospital, Doctod 
A. \iVhen the hospital was op()ned in January 1957. 

Q. And you have practiced there at all times 
page 129 r since in connection with your practice 7 

A. I practiced there, and, of course, in other 
·hospitals. 

Q. \iVhat other hospitals do you practice in from time to 
time in Richmond W 

A. Retreat for the Sick. Stuart Circle Hospital, Sheltering 
Arms Hospital and Medical College of Virginia, Hospital 
Division. 

Q. Have you held any office in the Richmond Academy 
of Medicine? 

A. I am Past President of the Richmond Academv of 
Medicine. · 

Q. \iVhat medical boards or societies, if any, do you belong 
to or are associated with 7 

A. I am a diplomate of the American Board of Surgeons, 
the American College of Surgeons, the Southern Surrreon 
Association, the Virginia Surgeons Association, t11e Rich-
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mond Surgical Society, the Academy of Medicine and the 
American Medical Association, along with a number of other 
special groups. 

Q. You stated that you were elected Chief of the Medical 
Staff at the Memorial Hospital. \Vill you please state how 
that staff is organized, not in detail but generally, for the 
information of the court. 

A. The staff is what is described as an open 
page 130 ~ staff one, in other words, all qualified physicians 

in the City of Richmond are eligible for member­
ship either as a member of the attending staff or as a member 
of the courtesy staff. 

Those members of the staff have organized themselves in 
a staff. The officers of the staff are by election, of course, 
and there are limitations on the time that the officers may 
serve. The Chief of Staff, for instance, may only serve 
two years in that position. 

Q. VVho nreceded you as Chief of Staff~ 
A. Dr. Henry Decker was the first Chief of Staff and 

served two years. 
Q. Does this two-year limitation apply with respect to the 

heads of the various departments~ 
A. Unfortunately it was not specifically ·written in the bv­

laws of the staff but it is implied a:nd that practice is being 
follm,·ed since it is sµecifically stated for the Chief of Staff, 
that he will only serve two yea.rs, and by agreement t.he 
otherR are only serving two-year terms in their positions. 
In other words, thev are actually elected for one year, but 
they mav be re-elected for a second year. They may serve 
a second year if re-elected. I thought I had better clarify 
that. 

Q. Doctor, I would like now to ask you about 
page 131 ~ some of the snecial facilities at the Memorial 

Hospital. First, I would like for vou to desrribe 
hriefly the emergency room and the services available in 
it. . '. . 

A. The Richmond Memorial Hospital, of course, m::i.intains 
a very active emergency room, Fortunately the hospital was 
designed so that adequate physical facilities vvere provided 
for that purpose. A number of full time employees of the 
hospital staff the emergency room at night, nurses, clerks, 
orderlies, and a member of the house staff is assigned at 
all times to the emergency room. 

Q. How many beds are there in the emera-encv room~ 
A. There are actually four treatment tables and two beds 
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in a special word adjacent, beds in which patients may be 
held temporarily for observation in the emergency room. 

Q. What other comparable emergency facilities are avail­
able in Richmond? 

A. Of course, the Medical College of Virginia has a very 
extensive emergency room service. Generally, the other 
hospitals have smaller facilities. Some of them may have 
only simply a room with an examining table. Some of them 
actually have no employees actually assigned, but somebody 

is moved from some other duty if they are re­
pa.ge 132 r quired. 

Q. Other than the Medical College of Virginia 
is there any other emergency room in the City of Richmond 
comparable in size and the extent of operation as Richmond 
Memorial Hospital? 

A. ·To my knowledge, no. 
Q. Does this hospital have any special facilities for the 

treatment of what I believe you call physical therapy? 
A. Yes, they have a very extensive department of physical 

therapy. Fortunately adequate space was provided for that 
and at the present time the department is almost bursting at 
the seams, so to speak, because ·of the great volume of such 
work that has developed, not only in the Richmond Memorial 
Hospital but work that is referred from throughout the 
community. 

Q. Very briefly, what types of problems are treated in 
these particular facilities? 

A. Of course, probably the greatest number include people 
who a.re involved in accidents and who need physical therapy 
to restore the function of their joints and muscles. Of conrse, 
there a.re a lot of medical problems that can be helped by 
plwsical therapv. Peoplr who are paralyzed as a result of 
strokes may be helped a lot by physical therapv. Arthritics 

may be helped by physical therapy. 
page 133 ~ Of course, there are others but I would sav 

they are the two large groups that are helpe<l. 
Q. What other facilities. if any, in the Citv ·of Rfohmon<l 

compare with those of Richmond Memorial Hospital for 
physical therapy? 

A. As far as the variety of equipment, I don't think actually 
there is anvone that can really compare. Naturallv. the 
1\f edical College has a larg-e department of physical medicine 
but as to the tvpe of eouipment and its modern natnre, and 
so forth, there is actually none. 
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Q. What about the size of the department T 
A. I actually cannot give you any figures on "the volume of 

work. As I have indicated there is a tremendous volume 
of work. I can give you the figures as far as Richmond 
Memorial Hospital is concerned, as to the volume of work 
done in that department. 

Q. Please state those very briefly, Doctor. 
A. Yes, sir. In the fiscal year ending September 30, 1958, 

there were 6,639 visits by· hospital patients and 1,469 visits 
by out-patients. 

It might be interesting in that connection to state that 
recently a group of ·out-patients, a sample group, was 
analyzed and in that group 26 out of 120 had been patients 
during the acute phase of their illness in the Richmond Memo-

rial Hospital; 40 had been hospitalized during 
page 134 r the acute phase in other hospitals in the com­

munity, and 54 had not been hospitalized any-
where. 

Q. That was a sampling of 120 patients T 
A. That's right. 
Q. And aU of these used the physical therapy facilities T 
A. That's right, on an out-patient basis. 
Q. Does Memorial have any special facilities for psychiatric 

treatmentW 
A. They do. A special psychiatry unit was provided in the 

hospital. This unit is separate from the rest of the hospital. 
The entrances and exits are under lock and key, as is neces­
sary in that type of facility, with special hardware on the 
doors which is very necessary, special windows, and so forth, 
All those things a.re provided, along with certain hydro­
therapy installations that are important in psychiatric treat­
ment. That is the only unit of its kind in the community in a 
large hospital, other than the unit at the Medical College 
of Virginia. 

Q. Doctor, what other special facilities are afforded the 
public in this community through Richmond Memorial Hos­
pital that you deem of special importanceW 

A. Well, for instance, of course every hospital does have 
an x-ray department, I think, though, the equip­

page 135 r ment and so forth in the Richmond Memorial 
Hospital, the variety of it and its modern nature, 

in my opinion is the best in the community. That particular 
installation has had a very good effect actually on the x-ray 
work in other institutions. For instance the orthopaedic men 
have x-ray equipment in their offices and as a result of the 
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high quality of the work there they have asked the x-ray de­
partment of Richmond Memorial Hospital to help them im­
prove their technique in their own operations. It main­
tains a school to train x-ray technicians which are graduated 
each year and of course these four graduates ea.ch year ·will be 
of value in the community in doctors' offices or wherever they 
may be needed. There is no tuition charge to those indivi­
duals. In fact, some of them are paid salaries. 

Q. X-ray technicians a.re on duty 24 hours a. day1 
A. Coverage around the clock. Of course, that is very 

important in operating a. large emergency room. 
Q. Can you tell us something about your laboratory facili­

ties 1 
A. The laboratory, of course, offers a wide coverage in 

the various laboratory procedures. The hospital maintains 
its own blood bank which is not the general practice in other 

institutions. There are many advantages to that, 
page 136 ~ of course, because the patient who is desperately 

in need of blood-a little time would elapse be­
fore that blood would be available. 

It might be interesting in that connection, that blood bank 
provides services to our Crippled Children's Hospital in the 
City of Richmond beginning in July of this past year. They 
have assumed that function for them. That service is pro­
vided at no cost to the Crippled Children's Hospital since 
July 15, 1958. At that time, since the service began, 35 pints 
of blood have been provided to Crippled Children's Hospital. 
Ordinarily a patient in the Richmond Memorial Hospital 
would pay a laboratory fee of $10.00 for the cross matching 
of that blood. 

Q. What other hospitals have blood banlrn 1 
A. Of course, Medical College does and I believe Johnson­

Willis does maintain its own blood bank. 
Q. Where do the other hospitals obtain blood 1 
A. Through a private blood bank, the Virginia Blood Bank 

maintained by a. physician here in Richmond. 
Q. Is the laboratory maintained on a 24-hour basis 1 
A. It is also, as the x-ray department, and has trained 

personnel around the clock. It also has a school to train 
technicians and there is no tuition charge. I feel 

page 137 r that is a service because those people are avail­
able in our community once they graduate, to be 

employed in other places. 
Q~. Is the hospital air-conditioned or noU 
A. Air-conditioned throughout. 



City of Richmond v._ Richmond Memorial Hospital 101 

Dr. Benjamin W. Rawles, Jr. 

Q. Completely air-conditioned 1 
A. That's right. 
Q. Is any other hospital in the Richmond Area so air­

conditioned? 
A. Not generally air-conditioned. Practically a.ll of the 

other hospitals have the opera.ting room air-conditioned. 
Many of them have some or _all of their rooms with individual 
units. Medical College has some genera.I air-conditioning, 
but it is not 100% air-conditioned. 

Q. Dr. Rawles, you have spoken of the educational activities 
conducted thr.ough some of these special facilities you have 
mentioned. What other educational activities, if any, are 
conducted at Richmond Memorial Hospital? 

A. Of course, we have a very intensive educational pro­
gram going on for our interns and also for our staff, because 
we, as doctors, have to continue to learn, so our staff orga­
nization is set up, other than for a quarterly over-all staff 

meeting, set up on the individual unit basis. The 
page 138 ~ general surgeons, obstetricians, and so forth, hold 

monthly meetings which a.re primarily educational 
in nature. 

Q. Of course, other hospitals have staff meetings 1 
A. They do, of similar nature, of course. The only differ­

ence is that we reach a greater group of Richmond phy­
sicians, not only people that practice primarily at the Rich­
mond Memorial Hospital but physicians who practice in all 
of our other hospitals, private hospitals, the Medical College, 
Sheltering Arms, and so forth. 

Q. That is by virtue of its being an open staff hospital~ 
A. That's right, ·we have the greatest g-rou1Jing of physi­

cians. Our general staff meeting is attended by the largest 
group of physicians that attend any meeting in the City of 
RicJ1111ond, an<l that includes the Richmond Academy of 
Medicine meeting. 

Q. Is that type of activity beneficial to the community or 
noH 

A. I think it is very beneficial to the community. It has a 
verv beneficial eff e.ct on thP over-all medical care in this 
con~·munitv because it has allowed doctors to have a freer 
exchange ·'of ideas and as a result of this grouping together 

they are better able to examine their own work 
page 139 ~ in the li.'Tht of the work of other -Dhysicians, 

which I think is a very important thing. 
Q. Dr. Rawles, how does an open staff hospital, specifically 



102 Supreme Court of Appeals of Virginia 

Dr. Benjamin W. Ra.wles, Jr. 

Memorial Hospital, work with respect to the admission of 
patients in regard to priorities among the doctors~ 

A. 'vVell, there is no priority unless a doctor declares a 
patient as an emergeny. A list is kept as of the date of 
request of admission. For instance, the other day they ended 
up with four more patients that booked reservations than 
they had beds. I know this because this Assistant Admin­
istrator happened to ask me if it was a bad thing he was 
doing. He took the four patients that had been booked the 
most recently and notified them their reservations were 
temporarily being held up, so it is being run with no par­
tiality to anybody. Everybody has an equal chance to get his 
patient in, which is as it should be. 

Q. How does that practice compare with closed staff hos­
pitals~ 

A. \Vell, naturally, I don't blame the people involved. If 
a man is a stockholder in an institution and he has a patient, 
one of his friends, and he is on the courtesy staff, of course, 
I think his patient would get priority, probably. In other 

words, it is important there sometimes to pick 
page 140 ( the right doctor. 

Q. The doctor who has the staff privilege? 
A. Yes, 
Q. Dr. Rawles, reference was made here yesterday to the 

fact Memorial Hospital had certain contracts with public 
authorities. Do you know whether or not free service is 
rendered by the doctors as a general rule with respect to 
medically indigent patients received under those contracts or 
any of them~ 

A. On many of them it is the general rule. Of course, I 
cannot speak for every other doctor. For instance, the hos­
pital has a contract with the Crippled Children's Service 
of the State Health Department and certain services are 
rendered to children who are admitted to the Richmond 
Memorial Hospital. The physicians I know very definitely 
under that program do not charge for services. The same is 
true under a contract which the hospital has for the care of 
indigents of Henrico County. 

On the other hand, Richmond Memorial Hospital, like other 
institutions, accepts patients from the R·ehabilitation Service 
of our State Department of Education and the physician is 
paid a limited fee which is approximately 50% of our Blue 
Shield for his services. On the other hand there are many 
patients I admit who pay for their hospitalization and I 
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do not charge, and I know that is true of other 
page 141 r physicians who render free service in that fash­

ion. That is a general practice, but I cannot 
specifically tell you about every doctor in that connection, of 
course. 

Q. Speaking of free services, Dr. Rawles, do the doctors 
who are on the staff at Memorial Hospital received any 
discounts on medical services rendered to them personally 
if they are ill or require hospital service from Richmond 
Memorial Hospital 1 

A. They do not. I have been a patient myself and I paid 
the full rate. 

Q. One question I neglected to ask you in connection with 
the emergency room. What arrangement, if any, is made to 
provide prompt service by surgeons as distinguished from 
interns who are on duty~ 

A. The staff maintains a roster in each particular spe­
cialty in order to provide round the clock service. For in­
stance, in general surgery, we have a list of approximately 
28 surgeons in the co1mnunity, many .of them are stockholders 
in private hospitals-many of them primarily work at the 
Medical College and other places-but they are all interested 
in seeing that round the clock service is provided at Rich­
mond Memorial Hospital, so a roster is maintained for that 

service and when a physician has a call, he rc­
page 142 r sponds regardless of the question of whether he is 

going to be paid or not. Sometimes it is a private 
patient but sometimes it is an accident case and they never 
get anything from the service involved, but that is a com­
munity service. 

Q. Do any of these surgeons or physicians who are on 
the staff at Richmond Memorial Hospital conduct their 
private practice from that hospital or have their offices 
there~ 

A. They do not. Of course, there are two full time phy­
sicians and their assistants involved in the laboratory and in 
the x-ray department but naturally you have to have men 
who are primarily stationed at those places. 

Q. But they are not in general practice~ 
A. They are not in general practice. Of course, they have 

an arrangement with the hosnital for their remuneration 
for the work done there, but that is a general practice all 
over the country. 

Q. Doctor, the City Attorney asked a question of another 
witness yesterday as to the rate of occupancy at Sheltering 
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Arms. I think you stated you practice at Sheltering Arms~ 
A. I do. 
Q. Do you happen to knovv anything about that, the rate of 

occupancy, approximately? . 
page 143 r A. It is around 46%, although right at the 

moment it is pretty completely occupied, but for 
1957 the rate was around 46%, approximately. 

Q. Was that for 1957 or 1958? 
A. 1958-excuse me-I meant 1958. 

CROSS EXAMINATION. 

By Mr. McGuire: 
Q. I have a few questions, Doctor. -What is meant by the 

honorary staff of the Richmond Memorial Hospital~ 
A. 'Vell, that is a classification that was set up. Of course, 

these by-laws we have are drawn up on a pattern that has 
been set up nationally by the accreditation body that ac­
credits a hospital and that is a status usually provided for. 
We don't have any honorary doctors. vYe have not seen fit 
to elect any. For example, one we might honor would be the 
professor of surgery at the Medical College, but we have not 
done so. 

Q. Can you tell me the difference between the courtesy 
staff and the attending staff of the hospital~ 

A. The difference between the courtesy staff and the at­
tending staff really is a matter of election and the ·willing­
ness on the part of the physician if he elects to become a 

member of the attending staff of attending a 
page 144 r minimum number of staff meetings during the 

year. He must attend the monthly meeting of 
the section and also a quarterly general ·staff meeting. The 
requirements originally were that he attend 75% of the 
meetings and they have been reduced by the accreditation 
committee and I believe at the present time only 50% at­
tendance at the meetings during the year is required. 

Actually, so far as his actual function in the hospital or 
the admission of his patients, there is no difference. It 
is just a question of his willingness to come and attend these 
meetings I described earlier, that are in large part educa­
tional. 

Q. I notice from the medical staff by-laws of the Richmond 
Memorial Hospital on page 4 under Section C relating to 
the attending staff, paragraph 4 says that to be eligible to 
become a member of the attending staff a physician is ex-
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pected to use the hospital regularly for his patients. Is 
that right? 

A. That is the way it was worded. What "regularly" 
means, I don't know. I think it is an attempt to indicate he 
must demonstrate some interest. You wouldn't want a man 
·who didn't bring in patients. You would cert:;tinly want that 
man to be one that came to the hospital fairly regularly with 
his patients. 

Q. Section D, paragraph 1, says this: 

page 145 r "The courtesy staff shall consist of qualified 
physicians ·who do not use the hospital regularly 

for their patients.'' 

Is that correct? 
A. That again is not one hundred per cent correct. As I 

said the docto.r s·ort of has some election as to ·which he 
wishes to apply for. The hospital, of course is quite ac­
quiescent to his request as to which type of privilege he 
wants. 

Q .. I understood there were something like 458 doctors on 
the general staff ~of the hospital~ 

A. Yes. 
Q. Do you know how many of them are members of the 

attending staff and how many are members of the courtesy 
staff? 

A. Let's see if I have that figure. 240 are members of the 
attending staff and 218 are members of the courtesy staff . 

. Q. ·what is meant by the house staff? I thought I heard you 
mention that a while ago, although I may have misunder­
stood you. 

A. The house staff, of. course, is the term applied to 
. residents and interns and also externs, . being individuals 
who have not yet graduated but who are in their third and 

fourth years and who serve throughout the com­
page 146 r munity in various hospitals. 

Q. All the hospitals? 
A. That's right. 
Q. What is an intern and what is a resident? 
A. It is a question of the point in the man's training. The 

first year after graduation, of course, he is an intern and 
then after he bas served in that capacity satisfactorily he 
may elect to go ahead and take training in some specialty 
and he would first be an assistant resident in medicine or 
surgery or one of the other specialties in a fully staffed 
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hospital, and he would rise up to resident status in that field. 
Q. How many interns and externs are connected with the 

Richmond Memorial Hospital? 
A . .Seven interns, I believe, 24 externs and I believe three 

assistant resident surgeons. 
Q. Certainly most hospitals of any size have interns and 

residents and perhaps externs, do they not? 
A. Of course they do, if they can get them. 
Q. Isn't that a necessary part of the staffing of a hospital? 
A. Absolutely, any hospital. 
Q. What about the laboratory technicians? Don't they do 

hospital work while they are being trained 7 
A. Not 100% all the time. Of course, some 

page 147 r time has to be devoted to lectures and th.at sort 
of thing and a. training program, and the only 

way they complete their training is to go ahead and actually 
do the work. 

Q. They do 'do some of the hospital work? 
A. That's right . 

. Q. Isn't that beneficial to the hospital and to the physi­
cians who practice there, as well as to the trainees? 

A. That's right and as I stated I think rriany of them are 
paid for doing -it. 

Q. You have described at some length the extent of the 
physical therapy department and the emergency room and 
the work of the psychiatry unit? 

A. That's right. 
Q. The Memorial Hospital normally makes charges for 

those services does it not~ 
A. That's right. All institutions attempt to collect from 

the patient who uses the facilities. Even the Medical College, 
regardless of the status, makes an attempt to collect from 
every patient that enters there. Of course, all ·of them 
cannot pay. 

Q. You spoke of the physicians and surgeons on the staff 
treating some of the state or county indigent patients at the 

hospital which are taken in under contract. You 
page 148 { spoke of some of the physicians treating some of 

those patients without charge and some of them 
for less than the normal charge. 

A. Yes. 
Q. And you also spoke of treatment of regular patients of 

the Memorial H0spital by yourself and other physicians with­
out charge? 

A. That's right. 
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Q. That is what most decent doctors do, isn't iU 
A. That's right. A decent doctor would certainly do that. 
Q. Normally the patients which are admitted to Memorial 

Hospital at the request of doctors of the attending staff or 
courtesy staff, normally the doctors charge for their own 
treatment of those patients, do they not~ 

A. They charge. Of course, the matter comes up as to 
whether or not in this particular institution there would be a 
greater number of patients who require doctors donating their 
services, than might be the usual situation. 

Q. I understand a few patients are taken by Richmond Me­
morial Hospital ·with no expectation of payment from the very 
beginning. 

A. Yes. 
Q. But I also gather that is a comparatively 

page 149' r small number 7 
A. That wouldn't be possible if it wasn't for 

the fact that somebody was paying something that has made 
these facilities available. The fact you do have a large volume 
of private work, that makes these facilities generally avail­
able. 

Q. All I am driving at is the fact, or what I take to be the 
fact, that most of the work done by the hospital, services pro­
vided by the hospital and also services provided by the staff 
physicians, are private work for which cliarges are made. That 
is the normal situation, isn't iU 

A. That's right. If it is a private patient the doctor makes 
a charge. 

Q. And most of them are private patients 7 
A. Most of them are private patients, that,..s right. That was 

the greatest need in the community when the hospital was 
built. It was the hope and expectation as the hospital devel­
oped that a larger amount of free service ·would be done and 
of course the amount of that naturally depends on the develop­
ment of endowment funds, the operation of the hospital at a 
point where surpluses will accrue which can be used for that 
type of service .. 

Q. I understood that from the previous witness, but I am 
asking you is it not true that more than 90% of 

page 150 r the work done is private work for which charges 
aremade7 

A. Charges are made-not always collected but charges are 
made. As to the 90%, I can't say. 

Q. You can't guess at the percentage~ 
A. That is round :figures. 
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Q. But that is the normal thing? 
A. That's right. 
·Q. Can you say that the primary purpose of the creation of 

this hospital was for the treatment of indigent patients? 
A. The primary purpose., of course, was to provide medical 

care and the majority of it at the present time, as you have 
indicated, is on a private basis. 

Q. It was not the primary purpose' to provide free facilities 
or medical treatment for indigent patients? 

A. Not free 100%. 
Q. I am asking you if that was the primary purpose? 
A. Not the primary. You are thinking in terms of an in-

stitution like. Sheltering Arms? 
Q. I am. 
A. It is not a Shelte,ring Arms. 
Q. That's right. Do you have a list showing who ·are the 

chiefs of the various divisions or departments? 
A. Ido. 

page 151 r Q. I think it would be well if you have a copy of 
such a list to :file it in evidence. 

A. These men are pretty representative throughout the 
community. 

Q. I think it would be well to have the record show who 
they are. · 

A. I believe there are some typewritten copies. I have a 
handwritten copy. A typewritten copy might be better as a.:i 
exhibit. Do you want me to read this~ 

Q. I don't think that is necessary. Just :file it with your· evi­
dence. I will ask that it be introduced in evidence. 

Note : The list of medical staff officials of Richmond Me­
morial Hospital was marked Rawles Exhibit No. 1 and filed. 

RE-DIRECT EXAMINATION. 

By Mr. Powell: 
Q. Dr. Rawles, in connection with the distinction betwe.en 

the attending staff and the· courtesy staff, are physicians and 
surgeons who are on the courtesy staff privileged to tr an sf er 
to the attending staff if they so desire? 

A. They are. They may make the request to tr an sf er either 
way. _ 

page 152 r Q. May they participate in staff meetings? 
A. That's right. They have the same privileges 
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in every way regardless of which they are, except for holding 
office in the staff organization. 

Q. They have all the privileges you have described in your 
previous testimony, except for holding an office¥ 

A. That's right, except for holding office. 

v\Titness stood aside. 

HAROLD PRATHER, 
a witness called by the Richmond Memorial Hospital, after 
being duly sworn, testified as follows : 

DIRECT EXAMINATION. 

By Mr. Powell: 
Q. Please state your name and residence. 
A. Harold Prather, 703 Devon Road, Richmond, Virginia. 

. Q. ·what is your connection with the Memorial 
page 153 ( Hospital, Mr. Prathed 

A. I am the Administrator of the Richmond Me-
morial Hospital. 

Q. How long have you served in that capacity¥ 
A. Since June 1, 1954. 
Q. Where did you work prior to that date? 
A. I started in hospital administration in 193'9 in Sherman, 

Texas, the Wilson & Jones Hospital, and then I was at tbe 
Nixon Hospital in San Antonio, Texas, and from there I went 
to the East Temrnssee Baptist Hospital in Knoxville and 
stayed there seven and a half years and came here in June, 
1954. 

Q. Were you the administrator of the Baptist Hospital b 
Knoxville¥ 

A. Yes, sir. 
Q. v\That professional organizations, if any, do you belong 

to¥ 
A. I am a fell ow in the American College of Hospital Ad­

ministrators. That is a professional organization. I am per­
sonally a member of the Virginia Hospital Association and a 
member of the council on Governmental Relations for the 
American Hospital Association. Also I am on the Institute 
Committee for the American College of Hospital Adminis­
trators. 

· Q. Mr. Prather, . I believe you were in court 
page 154 ( yesterday when Mr. Chesley testified. He covered 

the period of his presidency, which was from 
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roughly January of 1957 down to date, in the life of the 
Richmond Memorial Hospital. I would like to ask you a few 
questions about the hospital from the time you joined it in 
1954 until roughly January 1957. Will you, as briefly as you 
can, summarize what was taking place at the hospital from 
June 1, 19541 

A. \Vhen I arrived June. 1, 1954, my responsibilities were to 
immediately begin making a complete list, analyzing and set­
ting up all the movable· equipment which is known as Group 2 
and 3 equipment, in the total amount dollar-wise of $629,-
000.00. 

Also to screen and try to select aH of· the key department 
heads as well as work with the Board of Trustees in over-all 
organ!zation, setting up major policies, working with the 
advisory committee of the Academy of Medicine in develop­
ing a set of medical staff by-laws. 

The first department heads began arriving in January 1956 
and by August 1st the majority of those department heads 
had arrived. The equipment began arriving in August 1956 
and was checked in and put in its proper place, analyzed, set 
up and ready for operation. 

Q. Mr. Prather, you referred to equipment and supplies 
and your activities in obtaining those for the 

page 155 r hospital. \Vhen did you place the first major or­
ders? 

A. The first order for equipment was placed, I believe, in 
the fall of 1955. The manufacture of much of the- equipment 
is long-range and they schedule about a year delivery on it. 

Q. You referred to various staff members coming with the 
hospital at various times. Do you have the total number of 
employees of the hospital during the year 19561 

A. The approximate number of employees during the year 
1956 was about 75. The total payroll for the year 1956 that 
can be attributed to the operation of the hospital was approx­
imatelv $90,000.00. 

Q. That was in 1956? 
A. Yes, sir. 
Q. The payroll 1 
A. Yes, sir. 
Q. By what date approximately was the hospital fully 

staffed to the point where in its operations it was able actually 
to receive members of the public as patients 1 

A. The hospital was actually staffed with all key depart­
ment heads, in-service training, certainly by the first of De-
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cember, maybe the. middle of November. I don't remember the 
exact date. 

Q. What year 7 
A. 1956. 

page rn6 r Q. YOU say in-service training had been com­
pleted approximately by then~ 

A. Yes, sir-procedures, techniques, calibration of equip­
ment and in-service training. 

Q. Do you have a tabulation that shows the schedule of 
dates on which the various departments of the hospital were 
actually taken over by the personnel under your supe.rvision 7 

A. Yes, sir, I do. 
Q. I would .like you to file that, if you will, with your testi-

mony. 
A. Yes, sir. 
Q. Do you have any copies of this schedule? 
A. Yes, sir. 

Note: The schedule referred to was marked Prather Ex­
hibit No~ 1 and filed. 

Q. When you ref er in this exhibit you have just filed to 
these departments being taken over, what do you mean, Mr. 
Prather? 

A .. We set up the. scheduling as the contractor had com­
pleted the contractual operation. We moved into these depart­
ments, setting up the equipment for these departments, put­
ting it in its proper place, checking it out and getting ready 
to assemble all the equipment for the acceptance of the first 

patient. 
page 157 r Q. YOU assumed operation and control of those 

departments on those. dates 1 
A. Yes, sir, we did. 
Q. Mr. Prather, ref erring again to testimony on yesterday, 

Mr. Chesley spoke of the volunteer service by groups of 
women in the hospital He was not able to supply any figures 
with respect to that. Do you have that in your mind 1 

A. Yes, sir, I have the approximate numbers. I don't have 
it written down. 

Q. State what you know about it. 
A. The volunteer service is developed through our director 

of volunteers. These are people who donate their time to the 
hospital. They range from two to twenty hours a ·week. The 
total number of hours given per month is approximately 1800. 
The number of actual people donating this time is appr:oxi-
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mately 150 from various women's clubs and private indi­
viduals. 

Q. ·were you here yesterday when Mr. Chesley read into 
the record the resolution adopted by the executive committee 
of the hospital in November 1957 with respect to free service 7 

A. Yes, sir, I was. 
Q. And as Administrator of the hospital will you state 

whether or not the hospital has been run and con­
page 158 ( ducted in accordance with the policy as expressed 

in that resolution 7 
A. Yes, sir. the policy set up by the Board of Trustees cer­

tainly has been carried out to the best of my knowledge to the 
fullest extent. Furthermore, any request that has been made 
to me personally or to any of my associates regarding any in­
digent care, we have carried it out to the. fullest extent. 

Q. Reference was made yesterday to the rates of Richmond 
Memorial Hospital. I requested you this morning to see if you 
could locate a copy of the rates of the Medical College of Vir­
ginia. Hospital. Have you been able to obtain that~ 

A. Ihave. 
Q. I would like to have you file those with your testimony. 

Mr. McGuire: May I ask the purpose of this 7 
Mr. Powell: If you tell me. the purpose of filing the rates 

of this hospita_l, Mr. McGuire, I would be very happy to at­
tempt to respond. 

Mr. McGuire: The reason was to show that in the main the 
Richmond Memorial Hospital operates as a business institu­
tion and charges rates just like other hospitals. 

Mr. Powell: \Ve make no point of the fact we 
page 159 ~ charge patients who can pay, Your Honor. That is 

perfectly self-evident. If that is the only purpose 
of introducing the rates there is no dispute between me and 
Mr. McGuire on that. I didn't know whether he was going to 
charge that the rates being; charged at Richmond Memorial 
Hospital are excessively high. 

Mr. McGuire: I had not expected to do that. What I am 
asking now is, is it your contention that the Medical College 
of Virginia is a charity ho.spitaH 

Mr. Powell: I know it is tax exempt under another section 
of the constitution and I wasn't drawing any comparison at 
the. moment except to show that the rates are approximately . 
the same. 

Note: There followed an off the record discussion. 
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Mr. p,owell: Is it agreeable with the court that this be 
filed 1 

The Court: Yes. 
' 

Note: The schedule of rates of Medical College of Virginia 
Hospital was marked Prather Exhibit No. 2 and filed. 

CROSS EXAMINATION. 

By Mr. McGuire: 
·Q. I have only one or two questions. This policy 

page 160 t with regard to free service you say the hospital 
has been carrying out, is it not the policy to ex­

tend and inaugurate free service as and when the financial re­
sources and physical facilities of the hospital may permit 1 
Isn't that true 1 

A. N a.turally we cannot extend free services more than ollJ~ 
resources would permit us to do so. I can truthfully say, 
though, that if a person were to present themselves to us 
through the proper channels needing medical care be would 
not be turned out. 

Q. \iVhat do you mean by "resources"1 
A. Well-
Q. You mean money 1 
A. Yes, sir. 
Q. Mr. Prather, I don't believe you stated or I don't recall 

if you did state, when did the Rh~hmond Memorial Hospital 
take its first patienH 

A. The :first patients was admitted to Richmond Memorial 
Hospital January 19, 1957. 

Q. Mr. Prather, don't the other hospitals in this area have 
ladies who perform volunteer services 1 

A. I haven't checked to the extent they have. I am certain 
the Medical College of Virginia has. The Crippled Children's 
Hospital has and the Veterans Hospital. Whether the others 

do, I don't know. 
page 161 t Q. You don't know? 

A. No, I don't. 

By Mr. Powell: 
Q. Mr. Prather, you referred to the fact that the first publfo 

patient, that is, a member of the public became a patient in the 
hor;;pital in January 1957. Were' there any other patients who 
had been in earlier? 

A. Yes, sir, two of our employees were in an automobile ar-
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cident in the latter part of December. They were admitted to 
our institution and kept ove.rnight for observation. · 

'iVitness stood aside. 

DR. RUDOLPH C. THOMASON, 
a witness called by the Richmond Eye Hospital, after being 
duly swori1, testified as follows: 

I 

DIRECT EXAMINATION. 

By Mr.Haw: 
Q. Dr. Thomason, you are Dr. Rudolph Thomason, are 

you~ 
page 162 ~ A. That is correct. 

Q. What is your profession~ 
A. Eye specialist. 
Q. Eye specialisU 
A. Yes, sir. 
Q. How long have you been practicing in Richmond~ 
A. Since 19'33. 
Q. w·m you tell us where you were educated~ 
A. Medical College of Virginia and University of Chicago. 
Q. Doctor, were you one of the original Board of Trustees 

of the Richmond Eye Hospital~ 
A. In Mrs. Beveridge 's original board, she had Dr. Emory 

Hill, Dr. :Wallace Gill, Dr. Arnold Knapp and the President 
of the State Planters Bank, and at Dr. Hill's death, since 
Mrs. Beveridge was one of my patients, she asked me to serve 
in his place. _ 

Q. Will you give the background of the hospital, the in­
ception of the idea of the hospital~ 

A. Mrs. Beveridge was a chronic eye sufferer, with glau­
coma, which is a crippling and blinding disease and she had 
been treated by Dr. Arnold Knapp in New York and was 
quite impressed with the difference between a special hospital 

and a general hospital, so that with her treatment 
page 163 ~ and her reserves, she was very much interested in 

establishing a hospital for eye diseases. That was 
the main reason that they became interested in that and as I 
understand they lE)ft approximately 40% of the residue of 
their estate., which from the standpoint of the eye hospital 
a.mounted to appro_ximately $220,000.00. 

Q. Did Mrs. Beveridge discuss with you the building of 'the 
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hospital, as to the operation of such a hospital and if so for 
what purpose~ 

A. The original idea was to build a hospital along charity 
lines or a charity hospital and when she explained that to me 
at the time I was asked to serve, I told Mrs. Beveridge the 
hospital could be built for that purpose but it couldn't open 
its doors. It would have not a cent. With $220,000.00 I told her 
it was possible to build it but you couldn't run it. 

Mr. McGuire: I believe this evidence is improper because 
the terms of Mrs. Beveridge 's will show the terms of the be­
quest and I don't believe that any qualifications of its terms 
derived from conversations between Dr. Thomason and Mrs. 
Beveridge are relative or admissible. Perhaps we had better 
wait and see what he says but I rather think I am going to have 

to object to this evidence. 
page 164 ~ Mr. Haw: I submit nothing he is going to say 

is contrary, to the terms of her will. 
Mr. McGuire: All right. 

By Mr.Haw: 
·Q. Doctor, Mrs. Beveridge at her death left a will, and we 

would like to have you file Mrs. Beveridge 's will as Thomason 
Exhibit No. 1. 

A. I have it here. 

Note: The copy of will was marked Thomason Exhibit No. 
1 and filed. 

Q. Doctor, I will ask you to read this portion of Article V 
of the will. 

A. (Reading) 

"I give and bequeath to the State Planters Bank and Trust 
Company of Richmond, Virginia, as Trustee, forty per cent 
of any residuum of my estate, in trust for the following pur­
pose: My Trustee shall as soon as practicable after my death, 
organize a corporation under the laws of the State of Vir­
ginia, in which the following shall be the original Directors 
to have power to select their successors, to-wit: Dr. Emory 
Hill of Richmond. Virginia, Dr. Wallace Gill of Richmond, 

Virginia, Dr. Arnold Knapp of New York City, 
page 165 ~ New York, and the President (Julian H. Hill or 

his successor) of the State Planters Bank and 
Trust Company of Richmond, Virginia, if any of the four 
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mentioned should predecease me or decline to serve, the sur­
vivor or survivors shall have the power to select other direc­
tors in his or their stead as origina.1 directors of this cor­
poration, and after the corporation is ·once organized, the 
directors shall select thefr successors and shall have the 
power to increase the number of directors. f.rom time to tin1e. 
If any tangle should arise, the Judge of the Hustings Court 
of the City ·of Richmond, Virginia, is empowered to act, to 
straighten things out. 

''The corporation shall be organized for the purpose of 
establishing a hospital in Richmond, Virginia, for eye work. 
Its principal work to be along charitable lines and mainly for 
the residents of the City of Richmond, Counties of Henrico, 
Hanover and Chesterfield, in Virginia.'' 

page 166 r Q. All right. Now, Doctor, following the pro-
bate of her will was a hospital org-anized and if 

so what was the original name of the hospital 1 
A. The original name of the hospital was the Richmond 

Eye and Ear Hospital. 
Q. Vv ell, after that hospital was incorporated under that 

name, was a suit instituted at a later date for the purpose of 
clarifying the situation and seeing whether or not that cor­
poration was a proper one to receive the gift from Mrs. Bev­
eridge 's estate~ 

A. Yes, sir. 

Mr. Haw: I would like to hand the court a copy of a decree 
in the case of Virqinia Fox Beveirid_ge's Executor a1id Trustee 
v. Thompson Dill, 'et al., which w.as entered on July 2, 1947. 

Mr. McGuire: I am familiar with it. 
The Court: Do you stipulate this can be filed 1 
Mr. McGuire: I have no objection to its filing. 

Note: The copy of decre.e was marked Thomason Exhibit 
No. 2 and filed. 

By Mr.Haw: 
Q. Doctor-, upon the entry of this decree was the name of 

the hospital changed, was the charter amended 
page 167 r and the name changed to Richmond Eye Hospital, 

as required by the decree 1 
A. Yes, sir. 
Q. Were the provisions of this decree as to the nature of 
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this hospital and the provisions by which it should be oper­
ated in the. amended charter~ 

A. Yes, sir. 

Mr. Haw: We would like to file the charter of the Rich­
mond Eye Hospital. 

Note: Copy of charter of Richmond Eye Hospital was 
marked Thomason Exhibit No. 3 and filed. 

By Mr. Haw: 
Q. I will not attempt to go into the provisions of the decree 

or charter, as they appear from the papers themselves. Doc­
tor, upon the final amendment of the charter and in conform­
ity with the decree of Judge Lamb, what procedure was taken 
with reference to the building of the hospital~ 

A. \Vell, we went ahead with the establishment of the 
hospital as the Richmond Eye Hospital, also as part of the 
Richmond Ear, Nose and Throat Hospital. 

Q. Explain where the funds came from for building the 
hospital. 

A. The original $220,000.00 came from the Bev­
page 168 r eridge estate. Vi!e were able to interest Mr. and 

Mrs. A. D. Williams, patients in my office, in the 
construction of this hospital for funds for the building of it, 
since during the two or three year interval before the money 
became available the cost of building had doubled. 

Mr. and Mrs. A. D. -Williams gave us first a piece of prop­
erty on vVest Franklin Street for the construction of the hos­
pital and then a lot on Grace Street on the corner back of it, 
the old Ryland property, to be used as a parking lot. 
_ Later we told them we still didn't have enough money for 

the construction and they g;ave to the hospital this fund of 
$150,000.00 in addition to the two pieces of property. 

During that time the Medical College of Virginia became 
interested and offered us the privilege of either leasing a lot to 
us for any numbe.r of years or selling us a lot at their cost 
basis and ·we would be an independent structure but at the 
same time available to the Medical College or they would be 
available to us. We thought it would be to the advantage of 
each to be in close proximity and with the permissioi1 of Mr. 
and Mrs. A. D. "\Villiams we ·were able to sell that property 
and add that sum, approximately $30,000.00, to the $150,000.00 

l-
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which made $180,000.00. That, added to the $220,­
page 169 ~ 000.00, made approximately $400,000.00. Contribu­

tions were made by friends of the hospital or the 
eye, ear, nose and throat men in the City of Richmond, which 
ran it to approximately $450,000.00. 

In the meantime we were admitted under the Hill-Burton 
Act in which the state particip&ted, in the sum of 48%. The 
Federal Government contributed 48% and the state 7%, so 
they contributed 55% in all. 

Q. And the hospital cost what? 
A. $775,000.00, £oughly. . 
Q. I believe Mr. Add Williams, in addition to the property 

that he conveyed, put this money up in the First and Mer­
chants Bank to be held until the hospital was going ahead 
from a building standpoint. Isn't that riglit ¥ 

A. Yes, sir. 
Q. Now in addition to the gifts made before the hospital 

was built, what have you received since in the way of gifts~ 
A. 1lv ell, the main gift since has been that Mr. and Mrs. 

vYilliams left in trust $300,000.00. 
Q. In his will 1 
A. Yes. 
Q. In addition to that did you receive a gift from Mr. Wat­

kins' estate¥ 
page 170 ~ A. Yes, sir. I think that was approximately 

$10,000.00. 
Q. And. I believe an additional amount of $37,000.00 was 

given you1 
A. Yes, sir. 
Q. Is your hospital qualified under the Ford Foundation 1 
A. Yes, sir. We received from the Ford Foundation $19,-

000.00. 
Q. Is your hospital exempt from taxation by the state and 

federal government for income tax purposes¥ 
A. Yes, sir. 
Q. Now in addition to the funds you spoke of, are there any 

foundations that have been placed with the. hospital from the 
standpoint of charity purposes 1 

A. The Helen Nolde Sheppard Fund which was established 
in the last several years, which is gradually growing. I think 
approximately $25,000.00 was added to that fund this year. 
The income is to be used entirely for charity purposes. 

Then we have a separate fund which was ,given by various 
gifts but is mainly called the Schwarzschild fund, in which 
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any money that is given to the fund is used for charitable 
purposes. 

Q. In addition to that, has any club recently 
page 171 ~ commenced· the creation of a foundation? 

A. The Lions Club has also started a founda­
tion and I understand approximately $10,000.00 is in that 
fund, from which the income is to be used for charitable eye 
patients in the City of Richmond. 

Q. \Vho was the first President of the hospital? 
A. Dr. Wallace Gill. 
Q. And ·who was the next President? 
A. Iwas. 
Q. Who is the present President? 
A. Dr. Ben Sheppard. 
·Q. Doctor, we are going to go into the details of the opera-

. tion of the hospital with Mrs. Waters, your very able Admin­
istrator, so I will not ask you any further questions at this 
time, but if there are any other remarks you wish to make 
as to the operation of the hospital, you are at liberty to do so. 

A. No. 
Q. I do want to file one thing. At the time the hospital ac­

quired the property from the Medical College of Virginia, 
what ·was the first proposition of the Medical College as to sale 
or lease or what? 

A. The first proposition was it would be rented to us at a 
nominal sum. 

Q. Did they finally come to an agreement as to 
page 172 ~ lease and sale both, in the event the legislature 

would permit it? 
A. That's right, and I think we paid approximately $14,-

000.00 for that property, which was the cost to the Medical 
College, as well as I remember. It was okayed by the legis-
lature. · 

Q. At the time this was put through and before the legis­
lature acted on a statute providing for the acquisition of it by 
your hospital, was an agTeement entered into between the ey8 
hospital and the Medical College of Virginia? 

A. Yes, sir. 
Q. I would like to file that agreement, which is dated June 

20, 19491
• 

A. Yes, sir. 

Note: The agreement ref erred to was marked Thomason 
Exhibit No. 4 and filed. 
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By Mr.Haw: 
Q. In addition to the payment of the $14,000.00 and the. con­

veyance of the property to your hospital by Medical College 
of Virginia, did the Medical College of Virginia do anything 
else toward the hospital from a :financial standpoint 1 

A. Medical College of Virginia built a tunnel which is 
connected with the eye hospital, a walking tunnel, and like­

wise they heat the eye hospital. It is used for that 
page 173 r purpose, too. It is a walking tunnel connecting 

to the Medical College so patients can be trans­
ported back-and forth. 

Q. Is that part of the tunnel system of the State of Virginia 
under the" various public buildings 1 

A. Yes, sir. 
Q. \;Vas that done at the cost of Medical College of Virginia 

at no expense to you~ 
A. Yes, sir. _ 
Q. And you just had to connect up in order to heat your 

building1 
A. Yes, sir. 
Q. And you get the heat at cost plus lO per cent? 
A. Yes, sir. - • 

Mr. McGuire : If I understand, you expect to place the 
hospital administrator on the stand and she is the proper per­
son from whom I should get details about the :fi;nances or op­
eration of the Richmond Eye Hospital 1 

Mr. Haw: That's right. 
Mr. McGuire: Then I would only have three or four ques­

tions of Dr. Thomason. 

CROSS EXAMINATION. 

By Mr. McGuire : 
page 174 ~ Q. Dr. Thomason, did I understand correctly 

that it is only the Helen Nolde Sheppard, the 
Schwarzschild and the Lions Club funds that are restricted 
to use for charity purposes? 

A. Of the separate funds we have in the hospital, yes, sir, 
that is all I know of. 

Q. Are the A. D. Williams gifts, for instance, just for gen­
eral hospital purposes~ 

A. Yes, sir, no restriction on that. 
·Q. What are the terms of the $19,0001.00-grant you received 

from the Ford Foundation 1 



City of Richmond v. Richmond Memorial Hospital 121 

Dr. Rudolph C. Thomason. 

A. I expect that would have to be read. Mrs. \Vaters will 1 

have that written. It is with regard to new equipment and 
expansion and such things as that. 

By Mr.Haw: 
Q. It is for material building purposes and upkeep of the 

hospital? 
A. That's right. · 

By Mr. McGuire: 
Q. She has all that information~ 
A. She can give you that. 
Q. And she will have information about the staff and so 

forth~ 

Mr. Haw: She can give you all the information about 
everything. 

By Mr. McGuire: 
Q. I will ask you this, Dr. Thomason, the Rich-

page 175 ~ mond Eye Hospital, I understand, is a non-profit 
corporation. Do you yourself know to what extent 

free services are rendered thete to patients~ 
A. Personally, no. You mean, so far as the doctors or the 

hospital~ 
Q. I meant the hospital that time and I then was going to 

ask about the doctors. 
A. Only from this standpoint-we have so far never turned 

dmvn a charity patient, a request for a charity patient. W 8 

have advertised in the Virginia Medical Monthly that we can 
take a limited n,umber of charity patients, so far .as :finances 
are concerned. 

Q. Do you have any idea what percentage of the patients 
received there have been charity patients~ 

A. No, I cannot say. You mean pure charity or part char-
ity~ 

Q. To such extent as you know. 
A. No, except I th.ink there were 100 patients in t.he last 

year admitted that were either part or full time charity. 
Q. Out of how many patients altogether~ 
A. Around 3,000 patients. 
Q. The normal operation of the hospital is for private 

patients who pay~ 
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A. Yes, sir. 
page 176 ~ Q. And does that apply to the doctors? 

A. Yes, sir. 
Q. Do the doctors donate their services or handle their 

private patients there? 
A. Private' patients are handled there, as well as charity. 
Q. Do you take some patients who are not suffering from 

ailments of the eye, ear, nose or throat? 
A. Oh, yes, if it is an emergency and they cannot get into 

other places. 
Q; Do you accept them only in emergency? 
A. I don't think we have had any others. We may have had 

one or two or something of the sort. The eye, ear, nose and 
throat includes everything from the nHck up. 

Q. Is your hospital fu:ll now? 
A. The hospital runs at approximately 80 or 85% capacity, 

even more during the week, but in that type of hospital you 
have a rapid turnover. The. aver)lge stay in the eye hospital 
is a Jittle less tban three days. Half of the operations in that 
hospital are tonsils, who stay approximately 24 hours, so that 
is a one-day case. It has a rapid turnover. You don't do tonsils 
to amount to anything on Saturday and Sunday so on Sat­
urday and Sunday the census would drop considerably. 

Q. This controversy has been going on some 
page 177 ~ years, as you knovv. I happen to have in my :file a 

letter sent by you and circulated apparently in 
the citv. Is this a letter that you had circulated for the Rich­
mond Eye Hospital in 1:953? 

A. It has my signature on it. 
Q. It is dated May 12, 1953 ~ 
A. Yes, sir. 
Q. I assume that is substantially a correct statement of the 

situation at that time~ 
A. Yes, sir. 

Mr. McGuire: I offer that in. evidence. 

Note: The letter was marked Thomason Exhibit No. 5 
and filed. 

By Mr. McGuire: 
·Q. Dr. Thomason, when did the Richmond Eye Hospital 

actually commence operations~ 
A. I believe· it was May 1952-May 12) 196-2. 
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RE-DIRECT EXAMINATION. 

By Mr.Haw: . 
Q. Then that letter was written when the hospital had been 

in operation one year? 
A. One year since the day it was opened. 
Q. What was your deficit in operating expenses for the first 

year? 
page 177-a ~ A. Tremendous. I don't remember the figure 

but Mrs. Waters bas it. It was a tremendou:; 
deficit. 

Witness stood aside. 

Note : There followed a recess . 

• • • • • 

page 178 ~ 

• • • • • 

MRS. JULIA W. \TV ATERS, 
a witness called by and on behalf of the Richmond Eye Hos­
pital, after being duly sworn, testified as follows: 

'· 
DIRECT EXAMINATION: 

By Mr. Hunton: 
Q. Please state your name, residence and occupation. 
A. Julia Wagner \!\Taters, 1510 Park Avenue. I am a grad-

uate registered nurse. 
Q. \Vhat is your present position 7 
A. Adn1inistrator of the Richmond Eye Hospital 
Q. How long have you been connected with the Richmond 

Eye Hospital, Mrs. \!\Taters, and in what capacity? 
A. Well, I helped with the staffing of the hos­

page 179 ~ pital in April 1952 and then I officially went on 
duty in the hospital in June 1952 as Director of 

Nursing Services and then I later, in April 1953, became 
Administrator of the hospital 

Q. That is the hospital, the origin and character of which 
has been described by Dr. Thomason in his testimony? 

A. Yes, sir. 
Q. \!\There is it located? 
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A. It is located on a lot 64 by 106 feet, 408 North 12th 
Street, acquired in 1949 on a 99-year lease from the Medical 
College and later purchased in 1950 by Act of the General 
Assembly for $14,000.00 

Q. Describe briefly the hospital building and structure. 
A. It is a building three and a half stories high with a 

basement and sub-basement connected by a tunnel with the 
Medical College, through which we purchase at cost with a 
small degree of expense over and above the cost to the 
Medical College all of our heat and steam, some of our 
maintenance work, some of our laboratbry work. We are 
not equipped to take care of some of our larger x-rays, and 
x-ray therapy, and we also use their blood bank. 

Q. vVhen was the eye hospital constructed 7 
A. The hospital building itself was started in 

page 180 r the latter part of 1950. It ·was completed in April 
1952. 

Q. Has any part of it ever been used for any other purpose 
since its construction 1 

A. No part has been used since it was acquired from the 
Medical College except for the construction of the hospital. 

Q. How many employees are there on the staff 7 
A. \Ve have 56 full time employees and 8 part time. This 

is according to our October 1st accounting for the American 
Hospital Association. 

Q. Can you give us a breakdown on those employees 1 
A. We have 17 full time graduate nurses. \Ve are short 

one graduate nurse. We have four part time gradua,te 
nurses; 18 full time practical nurses and one part time, and 
we are short one practical nurse. 

\Ve have eight in our dietary department full time; five 
full time housekeeping employees: one full time maintenance 
employee, and three part time PBX operators. 

Q. Mrs. ·waters, I hand you tax bills of the City of 
Richmond addressed to the Richmond Eye Hospital for the 
years 1953, 1954, 1955, 1956, 1957 and 1958. Are those the 
original tax bills 7 

A. Yes, they are, Mr. Hunton. 

page 181 r Mr. Hunton: "'Tith the court's permission and 
concurrence of counsel for the city, I would like 

to file photostatic copies of those in lieu of the originals. 
Mr. McGuire: That is agreeable to the city. 
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Note: The tax bills were marked Waters Exhibit No. 1 
and filed. 

By :Mr. Hunton: 
Q. Mrs. W a.ters, for the purpose of the record would you 

state what the taxes were for those respective years, and 
the aggregate amount I 

A .. For the. year 1953 assessed valuation $547,900.00, 
tax :$12,053.80; for 1954 assessed valuation $547,900.00, tax 
$12,053.80; for 19'55 assessed valuation $547,900.00, tax 
$10,410.10; for 1956 assessed valuation $553,000.00, tax 
$10,396.40; for 1957 assessed valuation $553,000.00, tax 
$10,3:9'6.40 ; for 1958 assessed valuation $553,000.00, tax 
$10,396.40. That makes a total tax assessed for the years 1954 
through 1958 of $53,653.10. 

Q. I hand you .. a. paper from the City of Richmond entitled 
"Notice of Change of Assessed Value." vV as that received 
by the Richmond Eye Hospital in regard to their 1959 City 
Taxf 

A. This was received by the hospital on January 15, 1959. 
Q. And what does it show about the assess­

pa.ge 182 ~ ment for 1958 and the proposed assessment for 
19591 . 

A. For 1958 the assessed valuation is $553,000.00; for 
1959 it is $553,040.00. 

Q. Mrs. "\iVaters, will you file that as your exhibit No. 21 
A. Yes, sir. 

Note: The notice of assessment was marked "\V' aters Ex­
hibit No. 2 and filed. 

Q. Now, Mrs. "\V' aters, would you be good enough to de­
scribe briefly the organization of the Richmond Eye Hospital 
and its management, please I 

A. It is controlled by a Board of Directors composed of 
ten laymen and nine doctors. 

Q. Now what is the method of regulation of the medical 
staff I 

A. They control the medical staff and determine the rules 
and regulations. 

Q. I hand you a booklet entitled "By-laws and Rules and 
Regulations of the Medical Sta.ff, Richmond Eye Hospital, 
Richmond, Virginia.'' Are those the by-laws and rules and 
regulations now in force and governing the medical staff of 
the eye hospital I 
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A. Yes, it is: 
Q. Would you file that with your evidence marked Waters 

Exhibit No. 31 
page 183 r A. Yes. 

Note: The booklet referred to was marked Waters Ex­
hibit No. 3 and filed. 

Q. State the nature of the Richmond Eye Hospital and the 
work that is done there. Is it a general hospital of the same 
type as the Richmond Memorial Hospital or otherwise 1 

A. No. The Richmond Eye Hospital is a small 40-bed 
hospital that is fully accredited by the joint commission on 
hospitalization and it is for the treatment of eye, ear, nose 
and throat diseases and the allied fields. 

Q. Is that what you would call a specialty hospital~ 
A. That is a specialty hospital. 
Q. \iVhat are the divisions of the medical staff~ 
A. V\T ell, there are two divisions of the active medical 

staff, the ophthalmologists-the eye men and the ENT men 
-the ear, nose and throat men. 

Q. How many of them are on the active staff in those two 
classes 

A. vVe have 21 ophthalmologists and 12 ENT doctors on 
the active staff. 

Q. \iVhat are the other classes of staff membership1 
A. V\T e have an honorary staff which is made 

page 184 r up of eye, ear, nose and throat men, eye, ear, 
nose and throat specialists who do not desire to 

be very active. There are only four, but of that four three 
have retired. The other is semi-retired, but they have been 
outstanding men in eye, ear, nose and throat work in the 
City of Richmond and they are on the honorary staff. 

Then we have a consulting staff made up of eye, ear, nose 
and throat specialists. On this group we only have six men 
and th~y are the six men who do not care to be really active 
in the every day work of the hospital but they do bring 
patients there occasionally and then there are consultants. 
These rnen are called in when the other men need them. 
Some of them are semi-retired, others are active. On that 
list we have six. 

vVe have some other consultants also who are not spe­
cialists in the eye, ear, nose and throat field. 

Our anaesthesiologist is Dr. W. E.. Pembleton of the 
Medical College. Dr. Samuel Kay is- consulting pathologist. 
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He is from the Medical College also. Dr. Robley Bates and 
Dr. Elam C. Toone, Jr., are consultants in internal medicine. 
Dr. Lewis H. Bosher, Jr., is our cardio-va.scular surgeon 

and Dr. F. M. Mandeville is our radiologist. Dr. Mandeville 
is in charge of our x-rays. He is also of the Medical College. 

Q. \i\7hat is the purpose of that consultant 
page 185 r staff to which you have just referred~ 

A. Well, it is most important in any type of 
operation,-you have to have an anaesthesiologist-and it 
is most important to have one to be a consultant. 'I'he same 
thing in pathology. Our pathology is done at the Medical 
College and any questions our technicians wish to ask, Dr. 
Kay is our consulting pathologist iii the Medical College. 
The same in internal medicine. There are times when certain 
patients are· in for an operation on the eye, ear, nose or 
throat and develop heart trouble, have cerebral hemorrhages, 
or something of the kind. It is very necessary to have an 
internal medicine man that can be called in. _ 

Dr. Bosher is our cardio-va.scular surgeon, the consultant, 
and he is in charge of that department at the Medical 
College. \i\T e have never had to call him in but in very long 
prolonged anesthesia., there is a necessity sometimes for a 
cardio-vascular surgeon to come in and check the patient. 

Q. Now I think there is ano,ther classification, the courtesy 
medical staff. 

A. In our :by-laws we have a courtesy medical staff that 
shall consist of the members of the medical or dental pro­

fession who ·would care to affiliate with the hos­
pa.ge 186 r pita.I and they do not have to be recommended by 

our regular credentials committee. They do, how­
ever, have to put in an application to the Administrator, 
which has to be passed on to the medical staff and also to 
the Boa.rd of Directors. 

They a.re doctors who are fully qualified in every respect 
in their :field in medical and surgical work, and they make 
up our courtesy doc.tors. 

Q. How many do you have on that staff 
A. Thirty on the courtesy medical staff and nine on the 

courtesy dental staff, thirty-nine that have ma.de. application. 
Our staff is an open staff and we accept applications frol.]1 

any doctors. These doctors are not given any regular oper­
a.ting time, a11d so forth. Most of them a.re medical men who 
come in and treat the patient medically while he is having 
some particular special operation. 
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Q. I understood you to say it was an open staff. Explain 
what you mean by that. 

A. We mean it is open, but it is controlled. It is open to 
any eligible doctor in the City of Richmond or the sur­
rounding areas of Richmond who is qualified and licensed 
to practice in the State of Virginia and qualified for mem­
bership in the various organizations recognized by the Board 

of Directors. 
page 187 r Q. That is, with respect to the fields of oph-

' thalmology and otolaryngology1 
A. Yes. Of course, qualification for our active staff is 

that they have to be qualified as eye, ear, nose and throat 
specialists in the city. 

Q. How many ophthalmologists are there in the City of 
Richmond, do you know 1 

A. So far as I have been able to ascertain from the 
Academy of Medicine,-did you say eye or eye, ear, nose 
and throat 1 . 

Q. I just said "eye." 
A. I don't believe there are any eye men that are not on 

their staff. There are several other eye, ear, nose and throat 
doctors who are not. I think there is only one who is not on 
our consultant or on the honorary staff and that is Dr. 
Mason Smith at Stuart Circle, who is eligible but I under­
stand he has semi-retired. 

Q. \Vhat about otolaryngologists ~ 
A. I don't know of any otolaryngologists in the City of 

Richmond who is not a member of our staff, either as a con­
sultant, honorary or active. 

Q. I call your attention to Section 4( c) of the by-laws, 
on page 6. It says : 

"The duties of the active medical staff shall be to attend 
free patients when such patients are admitted 

page 188 ~ and to transact all business of the medical staff. 
Onlv members of the active medical staff shall 

be eligible to vote or hold office.'' 

Is that provision of the by-laws carried out with respect 
to the free patients 1 

A. That is followed out to the n 'th degree, yes. 
Q. By whom is the hospital accredited 1 
A. It is accredited by the joint Commission on Accredita­

tion of Hospitals, made up of the American College of 
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Physicians and the College of Surgeons and also the Cana­
dian organizations and also by the State of Virginia. 

Q. I hand you a document entitled "Richmond Eye Hos­
pital, Incorporated, Report on Examination for 'Year Ended 
December 31, 1958." Is that the audit report of the Rich­
mond Eye Hospital for the year just completed 1 

A. Yes, it is. 
Q. On page 11 is a statement of income for the year ended 

December 31, 1958. 
A. Yes. 
Q'. \Vhat was the total operating income for that yead 
A. Total operating income $298,347.84. 

Q. Now what deductions were made from thaU 
page 189 ( A. For free service and adjustments, contrac-

tual, $2,899.54. . 
Loss on Virginia Hospital Service Association members, 

which we speak of as. Blue Cross, $16,000.08; total $18,899.62 
Q. And so what was your total operating income for the 

year1 
A. $279,448.22. 
Q. And ·what ·were your operating expenses, exclusive of 

depreciation, for the year 1 
A. $258,269.51. 
Q. So what was the net operating result after depreciation 

for the year 1 
A. After provision for depreciation, it was a loss of 

$7,343.25. 
Q. Now I believe the next item is "Other income." \Vhat 

other income did you have during the yead 
A. Under that are donations, $2,959.82. 
Income from trust fund, the A. D. Williams trust fund, 

$15,100.00. 
Income from investments, $9,446.48. 
Discount on purchases, $602.42. 
Total other income $28,108.72. 
Q. Leaving a net result for the year of what1 

A. After the loss vvas ta.ken out, $20,765.47. 
page 190 ( Q. Now I notice an item in there of income 

from investments. \Vhere did that originate and 
from what source were those investments. obtained 1 

A. Some of those are from the Helen Nolde Sheppard 
fund. No, I believe that is put in separately. We invest our 
depreciation money and we also have invested part of our 
money from the Ford Foundation because we have not been 
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able to use it for the purpose for which it was approved by 
the Ford Foundation. ' 

Q. "\Vould you be good enough to file that with your testi­
mony as Waters Exhibit No. 4f 

A. Yes. I would be glad to. 

Note : The report of A. M. Pullen and Company was 
marked Waters Exhibit No. 4 and :filed. 

By Mr. Hunton: 
Q. Are those figures for 1958 substantially in accord with 

the preceding years' operations f 
A. Well, yes, I would say that our operating income has 

been a little bit greater. Also, our operating cost bas been 
quite a bit greater. "\Vould you like those figuresf 

Mr. McGuire: Excuse me. Is that one statement for 1958 
the only one you are going to put in~ 

Mr. Hunton: That is the only one I was plan­
page 191 ~ ning to introduce. "\Ve didn't have the detailed 

figures of the audit report for all the years. 
Mr. McGuire: You have handed me one for 1957. 
Mr. Hunton: I know, but that is the President's copy. 
Mr. McGuire: At one time there was a statute which re-

quired hospitals to file annual statements• with the securities 
division of the State Corporation Commission. I think that 
statute was amended about 1954 so that is no longer required. 
That is the only office I ever knew of where hospitals are 
required to file a statement except certain information that 
the tax department requires, which is privileged. 

A number of years• ago I got from. the securities division 
copy of the annual statement of the Richmond Eye Hospital 
for 1952 and I believe I have them for 1954. 

Mr. Hunton: If Mr. McGuire wants to put them in, I 
have no objection. 

Mr. McGuire: I think I have them down through 1956. 
If I can find them, I should like to have them all in so as 

to provide the court with a picture. of the oper-
page 192 r a.tions for each year. , 

By Mr. Hunton: 
Q. I hand you a chart headed ''Operating Data, Statistical 

and Financial (Auditor's Figures)." Is that prepared by 
you or under your direction from the audited figures of 
the hospital f 
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A. Yes, Mr. Hunton. 
Q. And it shows on the first line, I believe, each of the . 

years 1952 through 1958, inclusive? 
A. Yes. 
Q. That is on the first line. That is at the top of each 

column. Now the first line shows the number of patients; 
the second shows the number of patient days1 ; the third, 
occupancy percent; fourth, daily average number of pa­
tients; fifth, average length of stay of patients; and the 
sixth line shows operations. 

The seventh line shows total operating income; the eighth 
line, total operating cost; the ninth line, opera.ting gain or 
loss; tenth line, per diem income; eleventh, per diem cost; 
twelfth, per diem gain or losrs. 

The thirteenth line shows the average income per patient 
stay; line fourteen, average cost per patient stay; line fif­
teen, Blue Cross adjustments, whether gain or loss; and line 
sixteen shows the percentage of Blue Cross patients. Is all 

of that correct 7 
page 193 ~ A. Yes. 

Q. In how many years has the total operating 
income exceeded the total operating loss~ 

A. Only one year and that was in 1955, I believe. Yes, in 
1955, it was the only year since the hospital has been opened. 

Q. Ta.king the seven years in question, what was1 the total 
opera.ting gain or loss 7 

A. There has been a total operating loss of $99,992.00 and 
that does not include our Blue Cross adjustments. 

Q. ~ow in those years what was the total number of 
patients? 

A. 23,113 patients. 
Q. And of that number, how many were charity patients? 
A. 426. 
Q. And on a patient day basis, what is the percentage 7 
A. 71,776 patient days, 1,427 charity days. 
Q. Give the comparative figures for 1958 with respect to 

those tw·o items, that is, the number of patients and the 
number of charity patients in 1958. 

A. Yes. In 1958 we had, charity patients, 22 out-patients 
and 125 in-patients, or 4561;2 patient days, ex­

page 194 ~ elusive of Blue Cross. 
Q. Give the number of charity patients in each 

of the years in question. 
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A. 
Year 
1952 
1953 
1954 
1955 
1956 
1957 

Mrs. Julia W. Waters. 

Out 
Patients 

2 
3 
1 

In 
Patients 

8 
16 
33 
72 
86 
86 

Patient 
Days 

44 
62 

113 
222 
192 
3371/2 

Q. I believe you have already given us 1958. Have you kept 
any record in 1958 of the number of patients who had Blue 
Cross insurance coverage or other hospital insurance cover­
age? 

A. Yes, I do, Mr. Hunton. 
Q. What percentage of the patients admitted to the hos­

pital in 1958 had some kind of hospitalization coverage? 
A. Well, it was 58.8 % of them, that is, Blue Cross. Other 

insurance and 0ompensation, I don't have ,the actual com­
parison of days. 

Q. \iVhat percentage of patients? 
A. 19%. That would be 55% of the patients were Blue 

Cross, 19% ·of the patients were other insurance 
page 195 r and compensation, and 26% were persional or 

charity. 
Q. What percentage of those not covered by some form 

of hospital insurance were charity patients? 
A. 13%. 
Q. Mrs. ·waters, ·would you be good enough to file that 

chart. with your evidence as your Exhibit No. 5 ~ 
A. Yes. 

Note: The chart was marked \iVaters Exhibit No. 5 and 
filed. 

By Mr. Hunton: 
Q. Mrs. \Vaters, were all of the funds available to provide 

for charity patients utilized during the year 1958 ~ 
A. No, they were not. \Ve had $150.00 that had been given 

us by the Lions Club that was not used. 
\Ve also had a balance in our Helen Nolde Sheppard trust 

account, the income of which only can be used. We ha.d a 
balance of $408.00. 

All of our g§neral donations go for charity purposes. We 
had the Schwarzschild fund. Mrs. Schwarzs.Child is the 
largest contributor to that and it is not restricted and we 
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used the whole amount for charity. In that fund we had 
$280.00 at the :first of the year. 

All of our doctors· were told at staff meetings and notices 
posted that we have these funds available and we were not 

able to find enough patients to use it and that 
page 196 ~ balance, will be used in 1959. 

Q. Mrs. Waters, I hand you a copy of the 
Virginia Medical Monthly for February 1953. On page 22 
of this magazine I call your attention to an advertisement of 
the· Richmond Eye Hospital and the Richmond Ear, Nose 
and Throat Hosptial. Is that a photograph -of the· building 
which you have described and a.n advertisement of the in­
stitution~ 

A. Yes, sir. 
Q. Read, if you will, the text of the material, after the 

name and address and so on. 
A. (Reading) 

''A new non-profit community hospital specially con­
structed for the treatment of eye, ear, nose and throat 
diseases, including laryngeal surgery, bronchoscopy and 
plastic surgery of the nose. Professional care offered a 
limited ·number of charity patients." 

Q. vVould you be good enough to file that with your 
evidence~ 

A. Yes. 

Note:· The magazine was marked Waters Exhibit ·No. 6 
and filed. 

By Mr. Hunton: 
Q·. I hand you likewise a copy of the Virginia 

page 197 ~ Medical Monthly of January 1959 and call your 
attention to the advertisement at the top of page 

54 which I think reads· the same with respect to the Rich­
mond Eye Hospital. 

A. It hasn't changed, except as to the Administrator. 
Q. And the same type of advertisement has been used in 

the Medical Monthly between those dates 1 
A. Yes, sir. 
Q. And will you file this magazine ·with your evidence~ 
A. Yes, I would be glad to. 
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Note: The magazine was marked Waters Exhibit No. 7 
and filed. 

Q. Now Mrs. Waters, when a patient comes into the hos­
pital who is believed to be in need of financial help, what 
is the method pursued in determining whether that patient is 
to receive such help or not 7 

A. Most of our patients come either through the contracts 
we have or some agency or by recommendation of our active 
staff doctors. Those coming through our active staff, except 
in case of emergency where they do not have time, they call 
and ask if I will see the patient and let them make application, 

but they do recommend them for charity. They 
page 198 ~ say either they can pay pa.rt of none of their hill. 

In many of the cases the doctor will say, ''vVe are 
giving our services if they can make a.ny arrangements con­
cerning the hospital bill." 

Those persons come down and we have an application blank 
and I take that application by reeom:menda.tion from the doc­
tor and ascertain what their financial condition is and it is ap­
proved by a. committee of the Boa.rd of Directors. 

Q. You referred to an application. Is this the application 
form to which you refer7 

A. Yes, it is one of our own. ·we copied it from Sheltering 
Arms. It asks the same type of questions. 

Q. V\T ould you be good enough to file a copy of that with 
your evidence 7 

A. Yes. 

Note: The form of application was marked "'\V-a.ters Ex­
hibit No. 8 and filed. 

Q. N ovv in the auditor's ,report on opera.ting income, there 
is an item ''Free Service and Adjustments; Contractual'' on 
page 11 in the amount of $2,899.54. Of what does that con­
sist7 

A. That is the difference between what is paid by the 
various state organizations or state agencies, I should say, 
that we have contracts with. Also our own patients that we 

-take for charity and our Shelter1ng Arms cases. 
page 199 r We have religious organizations that we have a 

special rate with. Also, some of the civic clubs. 
It also includes school cases for Dr. Outland. That comes 
from that fund. 
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That does not include any part of bad debts or any part 
of Blue Cross. 

Q. It does, however, include the free work that may be 
done1 

A. It is the difference between any of the agencies we ta~;:e 
care of patients for. 

Q. \Vhat are some of the state agencies for whom you do 
work under contract W 

A. The state agencies that we have contracts with are the 
State Board of Education, Vocational Rehabilitation, State 
Commission for the Blind. It used to be the State Com­
mission for the Blind, it is now the Commission for the 
Visually Handicapped. It has changed the name. 

Also the SLH Program and the State \Velfare, Child's 
Bureau; alsio the McCauley Students. They are paid f.or hv 
the state in their health plan a.nd we ha.ve a contract with 
them. 

Q. Now wha.t are the a.rra.ngements you· have with certain 
religious orga.niza.tions f I think you said there were some 

you had special rates for1 
pa.ge 200 r A. Yes. We have a discount of 33 1/3 per cent 

of the :first day's bill and 20 per cent thereaffor 
for all charitable organizations pa.ying the bills for medicallv 
indigent patients. All that have a.sked for it ha.ve gotten 
it. The ones tha.t we ha.ve arrangements with are the Baptist 
Home for the Aged, Catholic Charities, Golden Cross, Lions 
Club, Masonic Home, Methodist Orpha.na.ge, Richmond Home 
for Boys and Rota.ry Club. 

Q'. \Vhy do you refer to them as religious organizations"? 
A. Religious and civic. They are not all religious. 
Q. And is the discount to which you refer included in that 

item of $2,899.541 
A. Yes. 
Q. I hand you a sheet entitled "Charity Work, May 19, 

1952 to December 31, 195.8." \Vas that prepared by you 
or under your direction 1 

A. Yes. 
Q'. From the auditor's :figures 1 
A. Yes. 
Q. It shows, I believe, the number of out-patients in each 

year and the number of in-patients in each year and the mun­
ber of patient days of charity work done 1 

page 201 r A. Yes. 
Q. \Vhat do the next columns indicate 1 

A. The funds covering the charity. 
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Q. Taking the year 1958, while the auditor's report showed 
$2,899.54 as being free service and adjustments, contractual, 
your additional free services done and charged to the Helen 
Nolde Sheppard fund and the Schwarzschild fund income are 
shown on this sheet~ 

A. Yes. That is also in our audit. 
Q. In the amounts as shown on this supplemental sheet~ 
A. Yes. 

Mr. Hunton: I ask that this be filed as Waters Exhibit 
No. 9. 

Note: The tabula ti on was marked ·waters Exhibit No. 9 
and filed. 

Q. Mrs. vVaters, in the event the eye hospital has profits 
in the years to come, what use will be made of the excess over 
expenses~ 

A. vVell, I think that it is imperative for us to generate 
some surplus, first of all to provide for repairs and modern 
equipment. \V-e find every year the equipment we bought a 
year before, particularly for the operating room, is out­
moded. That will have to be provided for in amounts that 

are not taken care of in our depreciation. 
page 202 r Also, if we ever do have that profit we would 

like to he able to purchase an essential parking 
lot. We have a very small parking lot. V\T e have about 33 
active men of tlrn doctors that are practicing, hut we have 
only a 17-car parking lot for our doctors which makes parking 
a very bad thing. 

Then, in order not to be too crowded on the days during 
the week when we are doing most of our surgery, we do need 
one additional floor, whenever the time comes we can have 
additional funds to take care of that. 

We also would like to be able to render a much greater 
free service, which would he in keeping with the wishes of 
our first benefactor. Mrs: Beveridge pointed that out in her 
will in giving the money. , 

Q. Has the boa.rd adopted a policy with regard to discounts 
and charitable organizations? 

A. Yes, we have. We have had one since. 1952. 
_Q. Do you have a copy of the resolution adopted by the 

board on July 1, 1958 ~ 
A. Yes, I have a copy of that. 
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Q. Would you be good enough to file that with )'.'Our evi­
dence as Exhibit No. 107 

A. Yes. It is here. 

Not!'l: The copy of resolution was marked Waters Exhibit 
No. 10 and filed. 

page 203 r By Mr. Hunton: 
Q. There was a previous one adopted in 1952, 

I believe, was there not 7 
A. Yes. 
Q. Would you be good enough to file. that as your Exhibit 

No. lH .. 
A. Yes. 

Note: The paper entitled "Report of Policies on Charity 
Work" was marked ·waters Exhibit No. 11 and filed. 

By Mr. Hunton: 
Q. The one on July 1, 1958, that is in line, is it, ·with the 

evidence which you gave with regard to discounts and the 
charity policy~ 

A. Yes. 
Q. And is that the policy you are now following~ 
A. Yes. Our various rates from the state agencies had 

gone up and I wanted to know if the board ·wanted to keep 
that. 

Q. Now would you be good enough to state the manner in 
which the free service is rendered 7 

A. Well, first of all, no distinction is made with our patients 
when they come in. Nobody knows, except those of us in the 
office, they are charity patients. All of our rooms are set 
up as double rooms. They are given identical care and the 

people on the floor know nothing about it. No one 
page 204 r but the business office knows they are charity or 

part charity patients. 
We have about four classifications of the type ·of patient 

we have. For instance, those patients ·who come in and take 
care of their account fully, either by paying personally or 
bv Blue Cross or some other hospitalization. 

·'Then another classification we have are those patients who 
are originally admitted as free service patients and to whom 
no bills are rendered what.soever. 

Then occasionally we have admitted pay patients who come 
in with all idea of paying their bill ·but later they find out 
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that they are unable to pay their bill in full or in part, and· 
in the light of various facts which are brought to our at­
tention, we may reclassify those patients as charity patients. 
I may add that among that group there a.re those who come 
in thinking they are going to be in two days and their ill­
ness is prolonged to weeks and they find they cannot take 
care of it. And then occasionally they will come in thinking 
they are fully covered by insurance and after we investigate 
the insurance we find that has been exhausted or denied and 
the patient finds he is going to have to make some adjust­
ment concerning his account. Then there is the patient whose 

disability is going to keep him from returning to 
page 205 ~ work or will force him to change his :financial 

status, or the patient has been proven indigent. 
In all these cases the patient requests financial aid and we 

have the doctor recommend him for charity, in that it changes 
his status with the doctor in that he will not be paid fully 
or in part, so they are recommended by the attending phy­
sician and tJrny a.re classified as charity. 

Then we have patients under contract from the various 
state agencies. We also have an oral contract-we don't 
have anything in writing-with Dr. Nancy King, Henrico 
County vVelfare Clerk. We take care of some of her patients 
without any charge on her recommendation they are eligible 
welfare cases. There were 14 of those last year. 

\Ve also have another category that is not investigated by 
us. These are cases from Sheltering Arms, the eye, ear, nose 
and throat type of case. In 1955 Sheltering Arms was getting 
a very heavy load of eye, ear, nose and throat cases and 
they asked us if we would help them. \Ve had much better 
equipment to take care of those patients and they asked us 
would we help them, and they said they would pay us some­
thing for this service, but the board elected to take care of as 

many of those as we could for Sheltering Arms 
page 206 r without any charge whatsoever. The exact num­

ber of those has been 133 patients and two out­
patients, for a. total of 138 days. 

I believe they are the only' categories of patients. 
Q. Mrs. Waters, 'what is the policy of the hospital and what 

has in fact been done, I should say, with respect to patients 
who may be brought there in need of financial aid~ Are they 
accepted or sent somewhere else~ 

A. If they are of the type of patient we can take care of 
in our particular field, ·we do, yes. I can never recall any 
eligible patient being turned down since I went in office in 
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1953 and absolutely since 1956, since the Helen Nolde Shep­
pard fund started. I know of no patient being refused 
charity who is eligible for our type of work. 

Q. Does the eye hospital maintain an emergency room~ 
A. No, we don't. We have some few out-patients. \Ve do 

not have a strictly emergency room in the sense that would be 
found in the general hospital at the present time because of 
the limited space aJ1d we felt there was no real need in the 
community since Medical College· has such a large one right 
across the street from us. 

Q. I believe a summons was served on you to 
page 207 r produce certain information at the request of the 

city, was there not~ 
A. Yes. 
Q. Do you have that information accumulated and have it 

available if Mr. McGuire ·wants iH 
A. Yes, I do. 
Q. Mrs. vVaters, I ha11d you a letter dated June 12, 1946 

addressed to the Richmond Eye and Ear Hospital, Dr. \V. 
\iV allace Gill, President, from the Treasury Department. Is 
that a letter received by you or by the hospital in regard to 
the tax status of the hospital under the Federal Laws~ 

A. Yes, it is. 
Q. They held you were not taxable at that time~ 
A. Yes. '· 

Mr. Hunton: I would like to have that filed as Waters 
Exhibit No. 12. I am· going to substitute copies for each 
of these last exhibits and in so doing I call attention to the 
fact the date does not appear on the copies. The date on that' 
is June 12, 1946. 

Note: The letter ref erred to was marked Waters Exhibit 
No. 12 and filed. 

By Mr. Hunton: 
Q. I hand you a second letter dated April 17, 1951, to the 

Richmond Eye Hospital from the Treasury De­
pa.ge 208 r partment. Is that also a letter holding that the 

Richmond Eye Hospital is tax exempt under the 
Federal Laws 7 

A. Yes, it is. 

Note: Copy of the letter referred to was marked Waters 
Exhibit No. 13 and filed. 
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By Mr. Hunton: 
Q. And the third letter is dated July 26, 1956, to the Rich­

mond Eye Hospital f.rom the Treasury Department. Is that 
to the same effect 1 

A. Yes, it is. 
Q. Would you be good enough to file that as your Exhibit 

14~ 
A. All right. 

Mr. Hunton: The date on that one is July 26, 1956. It 
looks like 1966. 

Note: The letter ref erred to was marked "\iV ate rs Exhibit 
No. 14 and filed. 

By Mr. Hunton: 
Q. I don't believe I asked you, has the Richmond Eye 

Hospital received contributions from the Ford Foundation 1 
A. Yes. 
Q. In what year7 
A. In 1956 we qualified for those funds and .received from 

the Ford Fbundation $19,300.00, which was a 
page 209 r portion of the two million dollars granted to non-

' profit hospitals in Virginia. 
Q. In connection with that, ·were you required to submit 

to them the letters from the Treasury Department which 
you have just introduced 1 

A. Yes. 

Mr. Hunton: I have no further questions. 

Note : There followed a recess. . 

CROSS EXAMINATION. 

By Mr. McGuire : 
·Q. Mrs. ·waters, did I understand correctly-the terms of 

Mrs. Beveridge 's will are in evidence, of course-but did I 
undersfand that the A. D. Williams gifts and bequest was 
simply for the gene.ral purposes ·of the hospital with no re-
striction on their use 1 · 

A. The A. D. Williams7 
Q·. Yes. 
A. That is my understanding. _ 
Q. Is that true of all of the funds except the Helen Nolde 
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Sheppard and the Schwarzschild and the Lions Club fund? 
A. Yes. 
Q. Have you given the amount of those gifts? 
A. I don't believe I have. 

Q. Will you give those, please ma'am? 
page 210 r A. Yes, I will. The Helen Nolde Sheppard 

trust fund which was established January 1954, 
this is the income from it, and that is restricted. It allovrn us 
to use only the income and it has to be used solely for charity 
patieillts. The total principal in that fund is $38,233.00. Of 
that amount, I don't have the exact :figure of the income but 
I can tell you hmv many patients we have taken care of and 
how much we have left in that fund. 'iV e havQ taken care of 
through the Helen Nolde Sheppard fund a total of 48 patients. 

Q. Over what period of time? 
A. Since the first income came in late in 1.955 and at that 

time it was less than $1.00.00, and the :first was not used until 
1956, I believe. Yes, the first was used in 1.956. 

Q. Thank you, ma'am. Now would you tell me about the 
other two? 

A. Yes, I will. In the Schwarzschild fund-we speak of it 
as the Schwarzschild fund because that is where all general 
donations go. Mrs. \Villiam H. Schwarzschild has been the 
larg;est contributor ailld so we s,peak ·of it as the Schwarzs­
child fund, and that is used entirely for charity, principal and 
all. 

Q. Is that by direction of the board? 
A. No. She gives that to Dr. Thomason and 

page 211 r tells him to use it for his needy patients. He in 
turn has turned it over to the hospital and we use 

it not only for his needy patients but for any patients. To 
date we have used from that fund for 50 patients the sum of 
$3,025.56. At the end of the year we had left in that fund 
$280.00 for charity which was not used. 

Q. Wasn't there a third one? 
A. The Lions Club, the Richmond Lions Host Club. Charter 

]\'[embers and Deceased Members memorial fund, which was 
started in 1957, I believe. They invest their own fund which 
I understand a.mounts to nearlv $10,000.00. \Ve received the 
:first income from that, ·which is all we will receive, and we 
received that in November 1958 and the amount was $150.00. 
That is restricted for charity patients and eye patients only 
and onlv in the City of Richmond, so we have not had anv 
calls fo; that.. That will be used in 1959. · 

Q. Mrs. \Vaters, all .of the charity patients that you have 
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spoken of this morning, are they included in your .two ex­
hibits,, Waters Exhibit No. 5, headed ''Operating Data, 
Statistical and Financial" and the other is No. 9, headed 
''Charity Work, May 1952 to December 1958. '' Are all those 
charity patients you have mentioned this morning as being 

cared for from these funds, they are included in 
page 212 r those funds 7 

A. Yes. That is everything but the Blue Cross 
and those that are wholly paid for by the agencies. 

Q. You filed two other exhibits-I don't remember the 
numbers-but they are extracts from the minutes of the 
Board of Directors. One was headed ''Charity 1.Vork Policies 
Effective on July 1, 1958, '' and one was headed ''Report of 
Policies of Charity Work" and that was approved by the 
executive committee on September 26, 1955. 

A. Yes. 
Q. Those exhibits list a good many organizations with 

which you have special arrangements, such as the Baptist 
Home for the Aged, Catholic Charities, Masonic Home, and 
so forth, and also they include your contracts with the state. 

A. Yes. 
Q. And the Sheltering Arms cases and so on. Are all 

those people who received discounts for one reason or another, 
are they included in your list of charity or part charity 
patients on Exhibits 5 and 9? 

A. Yes, they are. 
Q. They are~ 
A. Yes. 
Q. I have in my hand the Richmond Eye Hospital report 

of A. M. Pullen & Company f.or the year 1958 
page 213 ( which was introduced yesterday as Waters Ex­

hibit No. 4 and I am looking at page 11. I call 
your attention to the item on page 11 on which there was 
some discus,sion on yesterday. Do you want to see this~ 

A. Yes. 
Q. The item listed is a deduction fr.om operating income 

called ''Free Service and Adjustments, Contractual'' in the 
amount of $2,899.54. 

A. Yes. 
Q. Am I correct in thinking that that includes all of your 

services furnished to charity patients, part charity patients 
and all the people who received disoounts by special ar­
rangements~ 

A. No, not all of them. In here are the patients that are 
not Blue Cross but are other agencies, and those that are 
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not paid for through the two other funds we have listed. 
The one here listed on page 10, ''Endowment For Restricted 
Purpose, Helen Nolde Sheppard,"-that lists. the payments 
on patients' bills for the year 1958 in the amount of $589.95. 

There also is a.nother fund listed which is the endowment 
fund for general purposes which is usually called the 
Schwarzschild fund and that also lists some payments on 

patients' bills in the amount of $719.20 in 1958. 
page 214 ~ Q. Well, do those three figures then include all 

those people who were treated free or part free 
or through discount by contract~ 

A. Yes. 
Q. Thank you, ma;'am. I believe I would like to read into 

the record at this point from that same· page 11, the total 
operating income before deductions appears to have been 
$298,347.84. After deducting the free service and adjust­
ments, contractual, in the amount of $2,899.54, and the loss 
on Virginia Hospital Service Association members in the 
amount of $16,000.08, the total operating income· appears, to 
be $279,448.22. 

Mrs. 'i\T aters, I believe your Exhibit No. 9 headed ''Charity 
'Vork, May 19, 1952 to December 31, 1958,'' includes in the 
last column for the year 1958 all of those three figures you 
took from that statement~ 

A. Yes. 
Q. And the figures in the last column do the same thing 

for the other years, 1952 through 1957 ~ 
A. Yes, that's right. 

Mr. Hunton: I have no further questions. 
Mr. McGuire: If the eourt pleaS:e, I have here annual 

statements of the Richmond Eye Hospital for the years 1952, 
1954, 1955, 1956 and 1957. The first four I ob­

page 215 ( tained fr,om the securities division of the State 
Corporation Commission, certified by the clerk. 

The one for the year 1957 is the one which Mr. Hunton 
furnished me. I do not wish to examine Mrs. Waters about 
them but I believe those figures should be in the record and 
I would like to offer them as exhibits. I don't know why I 
don't have 1953, but these I obtained from the Corporation 
Commission for the years 1952, '54, '55 and '56, and Mr. 
Hunton has handed me statement for the year '57. 

That will give us the complete story except for the year 
1953. I would like to offer all those i.n evidence. Mr. Hunton 
wishes to withdraw his 1957 statement in order to have copies . 



144 Supreme Court of Appeals of Virginia 

Mrs. Julia W. Waters. 

made of it. I tried to have them made last night but it 
would not work on our machine. This is a carbon copy and 
it is not very clear. 

Mr. Hunton: I have no objection. 

Note: The auditor's reports offered by Mr. McGuire were 
filed in evidence and marked as follows: 

Report for the yea,r 1957, City Exhibit No. 1. 
Report for the year 1952, City Exhibit No. 2. 
Report for the years 1954, 1955 and 1956, City Exhibit 

No. 3. 

page 216 r By Mr. McGuire: 
Q. Mrs. \i\Taters, I think Mr. Hunton asked you 

yesterday afternoon if you had the information that was 
set out in the affidavit filed by the city in support of the sum­
mons served on the Richmond Eye Hospital to produce books 
and records. I think you said you did have that information. 
I believe most. of it is already in the record but I think we 
had better make sure. · 

A. All right. 
Q. Have you given the present number of beds in the 

Richmond Eye Hospital~ 
A. I don't remember, but I will repeat that. We have 20 

rooms with two beds each, which gives us 40 beds. V1T e have 
no private rooms. If the need arises and -vve can spare the 
space, we remove a bed and make a private room, but those 
times are very limited. 

Q. Have you given your present schedule of rates? 
A. In our semi-private rooms the rate is $12.50 per day. 

If we remove a bed and make a private room it is $19.00 a 
day. That includes room, board and general nursing care. 

Q. You have operating ro·om charges and laboratory foes, 
do you not~ 

A. I don't have all the laboratory charges. 
page 217 ~ Q. I am not interested in the details. I just 

want to know the main items. 
A. Our operating rooms, the rates are minor operations 

$6-to-20: major operations; $20.00 to $31.00. There is a five­
dollar charge added for each hour of any operation that 
exceeds more than two hours in duration. 

Q. I believe the number of patients admitted for each 
~rear appears on your Exhibit 5. That is the one headed 
''Opera.ting Data, Statistical and Financial.'' 
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A. Yes, it does. 
Q. And that shows the daily average census of patients '1 
A. Yes. 
Q. And it also shows the number of pa.id patients admitted 

and the nm11ber of charity patients admitted? 
A. Yes. 
Q. And the number of operations performed? 
A. Yes. 
Q. And the number of operations performed upon charity 

patients without charge or for less than the normal charge~ 
A. Yes. 
Q. Do you have the information about the number of 

patients treated at Richmond Eye Hospital without any 
charge being made by the physician or surgeon 

page 218 ~ who attends them? 
A. We do not keep a record at all of the phy­

sicians, but that is understood that if we do charity on them, 
it is in the same proportion they do it, and that is pointed 
out also to the patient. 

Q. The situation is substantially that the patient which 
the hospital cares for without charge is not charged by the 
physician? 

A. Yes. I would like to say the greater majority of the 
charity patients we have come in through Sheltering Arms 
or some agency, and we arrange for the operation and then 
the.doctor who is scheduled for that day, we ask him to do ·one 
or two or three charity patients while he is there and he does 
them and he doesn't make any charge whatsoever. 

Q. But for other work the doctors as well as the hospital 
make their normal charges~ 

A. Yes, for all except charity patients. But often they will 
recommend charity patients. They will say, ''I think this 
patient can pay one-half or one-third and I am cutting my 
fee accordingly.'' 

Q. And the patient who pays full charge to the hospital 
also pays full charge to the attending. physician 1 

A. I should think they would, yes'-
Q. Do a.ny of the physicians and surgeons on 

page 219 ~ your staff receive salaries 1 
A. No, we have no salaried doctors on our 

staff. 
Q. Do any of them have offices in your building1 
A. No, we have no offices in our building. 
Q. I for got to ask you about the $19,000.00 received from 

the Ford Foundation. 
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A. Yes. 
Q. Can you tell me the terms of that gift and what the 

money was used for 1 
A. All of our money has not yet been used. Through the 

Ford Foundation grant vve had to correspond with the Ford 
Foundation to let them know what we would like to use the 
money for and then they approved or disapproved the way 
we were going to use it. 

vVe asked that we be allowed to purchase with that money 
a.ddi tional property for a parking lot for our staff members 
and to use for special equipment in the operating room, and 
it was approved for that. 

To date we have only used about $2,000.00·of it for special 
equipment in the operating room and we have a. balance of 
$17,000.00 we hope to be able to purchase a piece of prop­
erty near the hospital for a parking lot. 

Q. I see. Mrs. Vv a.ters, I believe that sometimes patients 
are taken a.t Richmond Eye Hospital and treated 

page 220 ~ there for diseases or ailments not of the eye, ear, 
nose or throat. Is that s·ometimes true? 

A. Yes. Since we opened in 1952, particularly in the late 
year of 1952, we have admitted some few patients of a 
highly selected type other than our specialty, and I have 
those broken down into years. In 1952 we had three, in 1953 
we had 112. 

I would like to point out that was the year in Richmond 
when the hospital beds were at a premium. We were asked 
by some of the hospitals why we had some empty beds and 
where should patients go needing hospital care, and we did, 
of course, point out that they would have to be a very selected 
type, minor surgical patients, because we were equipped to 
adequately take ca.re of such but we didn't have general equip­
ment. 1953 was the year we had the most patients. 

In 1954 we had 33; in 1955 we had 23; in 1956 we had 9, 
and in 1957 there were four, and since the Richmond Memo­
rial Hospital has opened there has been practically nil. 
In 1958 we had no patients of that type admitted. 

That makes a total of 184 such patients. 
Q. Do you happen to know whether any of those were 

charity patients~ 
A. I am afraid I cannot tell you. I didn't look 

page 221 r up that information. 

Mr. McGuire: That's all right. It does not matter. I 
have no further questions. 
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"'\Titness stood aside. 

Note : There followed a brief ,recess. 

' MRS. LILLIAN F. LINDSEY, 
a witness called by the Richmond Memorial Hospital and the 
Richmond Eye Hospital, after being duly sworn, testified 
as follows: 

DIRECT EXAMINATION. 

By Mr. Powell: 
Q. Please state your name and residence. 
A. Lillian F. Lindsey, 714 Club Drive, Richmond, Vir­

ginia. I am Administrator of the Retreat for the Sick. 
Q. What is the Retreat for the Sick, Mrs. Lindsey? 
A. The Retreat for the Sick is a non-profit corporation. 

· Q'. Here in Richmond? 
page 222 r A. Yes, sir. 

Q. And what is its, business? 
A. It is a general hospital. 
Q. State how long you have been Administrator of the 

Retreat? ' 
A. I have been the Administrator since .January 1950. 
Q. Were you with Retreat prior to that time? 
A. Yes, sir. I have been with the Retreat, I think, since 

April 1, 1930, except for two leaves of absence. 
Q. w·m you describe briefly the history of the Retreat 

for the Sick? Do you recall when it was organized? 
A. It was organized in 1877 in the City o_f Richmond. At 

first we were leasing a building by the old Medical College 1of 
Virginia, and later bought another building on 12th Street 
and moved from there to 2621 Grove Avenue in 1920. 

Q. And it. is a non-stock, non-profit corporation? 
A. Yes, sir. 
Q. Organized under the laws of Virginia? 
A. Yes, sir. 
Q. How many beds do you have at Retreat. now? 
A. 89 beds and 25 bassinets. 

Q. I believe you said the Retreat is a general 
page 223 ~ hospital? 

1 A. Yes, sir. 
Q. Is the staff open or clos,ed? 
A. The staff is open. The. doctors have to be qualified 

members before they are elected to the staff. 
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Q. But no restriction other than proving their medical 
or surgical qualifications 1 

A. Yes, sir. 
Q. How is the Retreat governed, Mrs. Lindsey~ 
A. By a Board of Directors, 21 members. 
Q.. Are they lay people~ 
A. Yes, sir. 
Q. Does Retreat have an endowment of any kind~ 
A. Yes,, sir, we have an endowment fund of approximately 

$325,000.00 that we invest ourselves and then we participate 
in the Davenport Fund. We receive the income from $450,-
000.00. That is held by the Virginia Trust Company and we 
receive the income each year. · 

Q. What use is made from the income you receive from the 
endowment funds 1 

A. We take ca.re of charity patients, indigent patients. 
Q. What is the principal source of income of Retreat 1 

A. The principal source is income from pay 
page 224 r patients. 

Q. Is it the policy of the hospital to charge all 
who can afford to pay1 

A. Yes, sir, it is. 
Q. Mrs. Lindsey, at my request have you prepared• a tabu­

lation which is intended to show primarily the extent of free 
service rendered by RetreaU 

A. Yes, sir. 
Q. I would like to ask you to file that. Is this the exhibit 

you have prepared 1 
A. Yes, sir, that's right. 

Note: The tabulation entitled "Retreat for the Sick" was 
marked Lindsey Exhibit No. 1 and filed. 

By Mr. Powell: . 
Q'. Mrs. Lindsey, I will not ask you to read all of this but 

I will ask a few questions about it. Will you state for each 
of the three years shown by the exhibit the total income, 
which I assume is the same as total billings1 

A. Yes, sir. 
Q. And then state the amount of that income which was 

free service or charity patients, giving the percentage in each 
instance. 

A. In 1956, 6 1/2% of our billings to patients or income 
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from patients was paid from our endowment 
page 225 ~ funds. 

Q. I think we might read into the record the 
total dollars of the billing and the •amount of free service 
shown. 

A. $602,288.00 income and paid from our benevolent funds 
$39,826.00, or approximately 6 1/2%. 

In 1958 the income or billings to patients was $549,843.00 
and paid from benevolent funds $35,103.00. 

In 1958 $537,318.00 income or billings to patients, and $45,-
602.00 or approximately 8% paid from benevolent funds. 

Q. Mrs. Lindsey, the figures indicate a downward trend 
in total billings. Was there any construction work going on 
at Retreat during any of these yea.rs 1 

A. Yes, sir. On August 1, 1957, we started a construc­
tion program which was not finished until September 1958 
and in the course of that program we did away with 20 
beds in order to accommodate our ancillary services and 
during the construction program ·we had as many as 33 
to 35 beds out of occupancy. 

Q. Does that account for the apparent downward trend 
of those figures 1 

A. Yes, sir. 
Q'. 1\foving on to the figures relating to the numbers of 

patients admitted, I will ask you in the interest of brevity 
merely to give the percentages of free ca.re, first 

page 226 r with .respect to patients admitted and then with 
respect to births for each year. 

A. In 1956, 12% of our total adult and children patients 
were charity patients, and 5% of the births in 1956 were 
charity. 

In l957, 14% of our total admissions of adults and children 
were charity, and 8% ·of the births were charity. 

Our audit has not vet been completed, but in 1958, 15% 
of the adults and children were charity patients and 12% 
of the births. 

Q. 1\frs. Lindsey, there is a note on your exhibit with 
reference to three classifications of charity patients. \.Vill 
vou state briefly ·what those three classifications are 1 
· A. In the first class they are known to be all free or part 
free cases at the time of admission. 

In the second ca.tegory of those who are admitted as pay 
patients and many times make a deposit on admission and 
ma.vbe ta.ke ca.re of tl1eir second week's bill and then thev 
find they haven't the funds to pay for further hospitalization. 
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We, of course, investigate those cases and they are eithe;r 
accepted or arrangements made .for time payment. \Ve feel, 

of course, that all of them need the necessary 
page 227 r medical care regardless of their ability to pay. 

The third classification includes those who have 
left the hospital and have agreed to pay the balance ·Of their 
bill on time but they find they cannot meet the obligation. 
Of course, the.re are many who do not make any effort to pay. 
These are considered forced charity cases. Those who make 
no effort to pay are turned over to our collector for re­
covery and if the collector collects anything on those that 
have been considered forced charity, those funds are returned 
to the benevolent fundsr. 

Q. T'o the benevolent funds~ 
A. Yes, sir. 
Q. Are all three classifications of charity patients included 

in the figures tabulated and in the percenta,ges which you 
have stated for the record~ 

A. Yes, sir. 
Q. Mrs. Lindsey, has the income from your benevolent 

fund exceeded the amount of free service rendered in all 
three of the yea.rs in question~ 

A. In 1956 and 1957 we had a balance to carry over into 
1958, but in 1958 our income was not sufficient to take care 
of it and we had to use the balances brought forward from 
the previous years. 

Q. You do have a balance in the benevolent 
page 228 ( accounU 

A. Yes, sir. 
Q. Even though you have been able to reimburse your 

general treasury by use of endowment income. Please state 
for the record whether or not Retreat has been able to operate 
profitably in these years. 

A. There have been yea.rs in the pa.st when w'e operated in 
the red. We did la.st year because of our construction pro­
gram. We had to hold ·our employees so when our program 
was completed we would have employees ready to take care 
of ·our patient load, but in the past we have been able to 
operate with profit. 

Q. Mrs. Lrindsey, Retreat serves everyone without regard 
to whether they can pay or not~ 

A. Yes, sir. 
Q. But if you think they can pay, you endeavor to collect 

it~ 
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A. Yes, sir. 
Q. Has the City of Richmond ever imposed a tax on the 

Retreat for the Sick, on its real estate or its tangible personal 
property7 

A. No,'sir. 
Q. Not in the entire history of the hospital 7 
A. Not to my knowledge. 
Q. And you hope they will not 1 
A. I hope they won't. 

page 229 ~ CROSS EXAMINATION. 

By M.r. McGuire : 
·Q. Mrs. Lindsey, I think you and I have had some cor­

respondence in the past years, have we not 7 
A. I am sure we have. 
Q. It is my impression you have a ct>nsidera.ble number 

of s,eparate endo,vment funds that have come from various 
sources7 

A. Yes, sir. 
Q. Are most of those limited as to the purpose for which 

they may be applied 7 
A. Yes, sir, they are restricted. 
Q·. They are restricted usually for charity patients 7 
A. Yes, sir. ' 
Q. ·when you have a charity patient, I gather, the hos~ 

pita.I corporation is paid out of one of these funds 7 
A. Yes, sir. 
Q. Mrs .. Lindsey, have you a. list of the officers and directors 

and staff of the Retreat for the Sick Hospital 7 
A. I did not bring that with me but I see no reason I cannot 

take. that out of my auditor's report which I have 
page 230 r here. 

Q. If it will not inconvenience you. 
A. I will be glad to. 
Q. Does that contajn the names of the staff as well as the 

officers 7 
A. No, sir, but I will be glad to get those. 

The Court: ·w·hy don't you let the witness prepare a type­
written statement and we ·will insert it in the record lated 

Mr. Powell: Are you asking for the entire medical staff 
and the pajd employees 1 

Mr. McGuire: I mean the members of the staff. Of course,. 
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if it entails some tremendous amount of trouble, I will not 
bother he,r. 

A. \""f.,T e have approximately 425, but I have a prepared list 
I can send you. 

By Mr. McGuire : 
Q'. Do you have different kinds of staffs·f 
A. Yes, sir, we have an active and a courtesy staff. 
Q. I would like to have. that information in the record, if 

you would be so kind. 
A. Delighted. 

Mr. Powell: I cannot see any relevancy but we certainly 
have no objection, if he wm1ts the list 1of the 

page 231 ~ doctors -who practice at that hospital. The under­
standing is she will prepare it and vve will file 

it in the .record later. 

Note : The list referred to was, later filed am.oi1g. the paper 
in this ca.s~ and marked L·indsey Exhibit No. 2. 

By Mr. McGuire: . 
Q. I mea;it to ask you this, Mrs. Lindsey. The physicians 

who practice there, to what extent do .they donate their serv­
ices 1 

A. We have a rota.ting service. Ea.ch doctor on the attend­
ing staff, that is, the law-making body of the staff, the at­
tending sfaff rotates on the charity patients. They a.re as­
signed certain months during the year to take ca.re of ·our 
charity patients. 

Q. And otherwise they make the normal charge for their 
''rorkf 

A. Fbr their private patients. 

RE-DIRECT EXAMINATION. 

By Mr. Powell: 
Q. Mrs. Lindsey, what interns do you have at Retreat now 1 
A. Two general practice residents and three externs·. 
Q. And these doctors you mentioned help .those st.a.ff mem­

bers with the charity patient.sf · 
page 232 ~ A. Yes, sir. 

\iVitness stood aside. 
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Mr. McGuire : If the court please, I think I must make a 
statement for the record. It appears f.rom the briefs and 
arguments hitherto ma.de for the Richmond Eye Hospital, 
by counsel, and from statements ma.de by counsel, that the 
Richmond Eye Hospital insists that the city admits ~hat the 
Retreat Hospital is a hospital properly exempt from taxation 
under Section 183 of the Constitution. I nms,t inform the 
court and counsel that is not true. The city does not admit 
that. The position of the city is that it ·was in the investiga­
tion made necessary by the early application of the H,ichrnond 
J!Jye Hospital that we made inquiries and found that Retreat 
for the Sick was on the non-tax list and we also found that 
the amount of charity work done there was much less than I 

personally had supposed. We decided, however, 
page 233 r we would not do anything about Retreat for the 

Sick, not disturb their situation, until this liti­
gation should be determined. Of course, we liad 110 idea. it 
would take so long but I must make it clear tlrn city does 
not admit that the Retreat for the Sick is a tax exempt hos­
pital. 

l\fr. Hunton: Your Honor, it seems to me that a. policy on 
the part of the city as to tax exemption from 1877 to 1959 
is about as conclusive an admission it is 11ot taxable as any­
thing can possible be, particularly when this litigation has 
been pending as long as it has and the matter has been under 
investigation by the city and they still have not taxed it nt 
any time in the pa.st five years. 

Mr. McGuire: Mr. Hunton is entitled to argue· that ad­
ministrative constrnction, but the court and Mr. Hunton 
know the rules about administrative construction laid down 
by the Court of Appeals. The City of Richmond is bound 
as to t11ese years by any administrative construction, but it 
may cha.11ge the administrative construction a.t any time it 
becomes satisfied, it is erroneous. It can do that only for the . 

. current year and. in fid1.wo. I am not arguing 
page 234 r the legal effect of the past administrative con­
. struction. I am simply stating the position I 
took and have ta.ken from the beginning as counsel for the 
cit:v in this litigation. 

The Court: I understand. 

Note : There f.ollowed a recess. 

WOODROW W. WALSTON, 
a 'vitness called by the Richmond Memorial Hospital and the 
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Richmond Eye Hospital, after being duly s•worn, testified as 
follows: 

DIRECT EXAMINATION. 

By Mr. Powell: 
Q'. Please state your name and residence. 
A. ""\iVoodrow ""\iV. Walston, 2302 Langston Avenue, Apart-

ment B, Richmond, Virginia. 
Q. What is your business or profession7 
A. Administrator of Richmond Community Hospital 
Q. Hovv long have you held tha.t position~ 
A. Since July 1, 1958. 
Q. Have you previously been in the business of hospital 

administration~ 
page 235 ~ A. Yes, sir. , 

Q. State briefly what your pa.st experience has 
been. 

A. Lincoln Hospital in Durham, North Carolina, as a 
trainee, for six months in 1946. In 1946, I was Business 
Manager of the Reynolds Memorial Hospital in ""\iVinston­
Sa.lem, North Carolina.; In 1952, I ca.me to Virginia., as· Ad­
ministrator of the Martinsville Community Hospital. 

Q. In Martinsville, Virginia~ 
A. Yes, sir. 
Q. Is the Richmond Community Hospital a. non-stock or a 

stock corporation~ 
A. Non-profit corporation. 
Q. Organized under the laws of Virginia~ 
A. Yes, sir. 
Q. Where is it located 7 
A. 1219 Overbrook Road .. 
Q. ""\iVha.t is its size in terms of beds 7 
A. 28 beds and 10 basisinets. . , 
Q. ""\iVhere does the Richmond Community Hospital obtain 

its income 7 
A. From patients, and we do have a drive during the month 

of November each year to solicit funds for the improvement 
and operation of the hospital. 

Q. ""\iVhat percentage of your revenue is derived 
page 236 r from that drive, approxima.tely7 

A. This year we have collected so far $9,322 
and some odd eents. 

Q. From the drive 7 
A. Yes, sir. 
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Q. ·what will your total revenue for 1958 be apprnx1-
mately ~ 

A. It will be approximately between 140 and 150 thousand 
dollars. 

Q. 140 to 150 thousand dollars. Does that include the 
$9,000 of charitable gifts that were made~ ' 

A. Yes, sir. 
Q. Do you have any endowment fund, Mr. Walston~ 
A. No, we do not. 
Q. What is the policy of the hospital with respect to 

charging patients~ 
A. We charge similar to Mr. Alberti and Mr. Flannigan. 

We charge all patients the same. Of course, some we ha.Ye to 
charge off, but ·we charge all patients the same. 

Q. Do you charge all patients who can pay~ 
A. Yes, we do. 
Q. And you attempt to collect everything you can~ 

A. That's right. 
page 237 ~ Q'. Approximately what percentage of your 

charges are either charitable patients or patients 
who do not pay their bills~ 

A. For the six months operation of 1958 during the time 
I was there, we had approximately 25% that we did not col­
lect for. Of course, that doesn't mean we will not collect a 
portion of that probab~y in 1959. 

Q. You expect to collect some part of that 25 % ~ 
A. Yes, sir. If I were going to make a guess, I would say 

we will probably collect anywhere from 8 to 10% of that. 
Q. And you make an effort to collect all you can~ 
A. Yes, sir. 
Q. Do you make any distinct.ion between patients whom 

you vv·ould call free service patients or charity patients on the 
one hand and those whom you eventually charge off as un­
collectable accounts~ 

A. Yes, sir, we have some uncollecta.ble and a portion of 
that would be charged off to charity patients. 

Q. And these figures and perdenta.ges you gave w·ould in­
clude both of those categories~ 

A. Yes, sir. 
Q. Does the City of Richmond tax your hos-

page 238 r pita.l ~ . 
A. During the six months I have been here, no, 

and I was informed by the President of the board they have 
never been taxed. 
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Q. Is your hospital an open staff hospital m the sense 
that any qualified doctor may practice there~ 

A. Yes, sir. 

CROSS EXAMINATION. 

By Mr. McGuire: 
Q. Mr. -Walston, when was Richmond Community Hospital 

organized and when did it commence operations~ 
A. 1932. . 

Mr. McGuire: I have no further questions. 

Vi!itnes·s stood aside. 

Mr. McGuire: I must make to the court, and for the record, 
the same statement in regard to the Richmond Community 
Hospital. Our position is the same as to that hospital as the 
position I stated with reference to the Retreat for the Sick. 
\?If e do not admit it is a tax exempt hospital. 

page 239 r Note : There followed a brief recess. 

Mr. McQuire: ·Your Ho:nor, I should make this statement 
to the court. I expect this next witness is going to have some­
thing to say about the Halifax Community Hospital situation 
and perhaps I ought to say now what I had intended to say 
when the city began putting on its case. At the proper 
time I intend to off er in evidence the exhibits, all except tJrn 
newspaper clippings, ·which were offered in support of the 
summons to answer interrogatories and which the court, as I 
understood, rejected at that time. My recollection is they 
were rejected as premature. I could now, if it is desired, 
read what those items a.re from one of the orders entered on 
the intenoga.tories. 

The reason I am malring this statement now is because 
among those exhibits is the petition for correction of as­
sessment and the ·order entered bv the Circuit Court of Hali­
fax County in the case involving the hospital. In additio~ to 
tendering those papers .again, I expect to offer the transcript 
of the evidence taken in that case, which I either did not have 

at the time we a.r,gued the interrogatories or did 
page 240 ~ not realize I had them in my file. I thought Mr. 

Hunton should lmow this before he puts this wit-
ness on. 



City of Richmond v. Richmond Memorial Hospital 157 

JAMES E. EDMUNDS, JR., 
a witness called by the Richmond Memorial Hospital and the 
Richmond Eye Hospital, after being duly sworn, testified a.s 
follows: 

DIRECT EXAMINAT'ION. 

By Mr. Hunton: 
Q. Please state your name, residence and occupation. 
A. My name is James E. Edmunds, Jr. I am an attorney 

living at Halifax Courthouse. 
Q. How long have you lived in Halifax, Mr. Edmunds 1 
A. All my life. 
Q. Are you an official of the Halifax Community Hospital? 
A. Yes, sir, I am. 
Q. What is your official connection with Halifax Com­

munity Hospital~ 
A. I am P.resident of the Board of Managers of the hos­

pital. I think you call it the Boa.rd of Trustees. This is my 
fifth year as President. Prior to that I was a 

page 241 r member of the Board of Managers and Chairman 
of the Fina.nee Committee of the Hospital. 

Q. What is the official title of the hospital 1 
A. Halifax Community Hospital Association. 
Q. Mr. Edmunds, will you state briefly the nature of the 

hospital owned and operated by Halifax Community Hospi­
ta1 Association? 

A. Halifax Community Hospital is a non-stock, non-profit 
0ommunity hospital. The policy is formed by a Boa.rd of 
Managers of 24 members. The Boa.rd ,of Managers is elected 
by the membership, and the membership is composed of the 
people who ha.ve contributed to the hospital Our total mem­
bership, I would say, is a.bout 4,000. 

Q. From what sources were the funds derived for the con­
struction of the hospital 1 

A. The hospital was started-if I may inject this-by the 
administrators of the county who petitioned the County Board 
of Supervisors to proceed with. such a. movement, and the 
County Board of Supervisors made the initial 0ontribution 
to the hospital. They sold a. poor house fa.rm for $22,500.00 
and they gave the proceeds of that and later on contributed 
$30,.000.00. 

The Town of South Boston contributed $25,000.00 and later 
added $15,0'!0.00 from a fund set up for a recreational build­

ing. 
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page 242 r The rest came from public subscriptions and 
· the Hill-Burton Program. We had approximately 

4,500 contributors to the hospital and in two campaigns they 
pledged about $750,000.00. 

Q. The Hill-Burton Program to which you refer is a fund 
of the Federal Government, is it not 1 

A. Yes, sir. 
Q. Were there any contributions from the State of Vir­

ginia 1 
A.· Yes, sir, the Commonwealth of Virginia participated 

under the Hill-Burton Act, in the amount of $55,500.00, which 
came into the original construction, and we a.re now building 
an addition to the hospital and I believe the state participated 
in that to the amount of about $40,000.00, but I am n:ot sure. 

Q. 'i\That is the total cost of the hospital and the addition 1 
A. Approximately one million five hundred thousand dol­

lars. 
Q. Now I think you said that there were some 4,800 mem­

bers of the hospital association. What is the basis of mem­
bership 1 

A. To become a. member one has to make a contribution. 
Q. That is about the only qualification 1 

page 243 ~ A. The ·only qualification. . 
Q. And they have the right to meet to choose 

the trustees' 
A. We have a. meeting every year to which the membership 

is invited and the trustees or Board of Managers is elected at 
that time by the full membe·rship. 

Q. Now in the operation of the hospital in Halifax, what 
are the main sources of its income 1 

A. The ma.in source ·of income, practically the sole source 
of income, is from the money collected from patients who use 
the hospital. w· e are attempting to educate the public to 
make a.s many contributions a.s possible and a.s many be­
quests as possible. We have had two or three, but the num­
ber is very small at this time. We have had a few. pieces of 
equipment that have been given us and some contributions 
toward the equipment 

·Q. Do you take care of any patients for the county, in­
digent patients 1 

A. The hospital accepts and treats to the extent necessary 
any patient who comes to the hospital in need of medical 
ca.re, whether that patient be a. patient who can pay his bill 
or not. The hospital endeavors and it must endeavor to 
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collect from all patients who can pay their bill. A consider­
able portion of the people who present themselves 

page 244 r for treatment there-some of them are accident 
victims, some emergency cases, some just too poor 

to pay the bill, but all are accepted and all get the same 
care. 

A fair amount of the work done is work for which we can­
not collect the bills. We do have a contract with Halifax 
County and they pay us for such cases as are appr·oved by 
the ·vv elfare Department the sum of $18.50 a day. That does 
not cover the actual cost of those patients. 

I would like to add, however, that the a.mount of ·welfare 
funds available in our county, and I suppose it applies else­
where, is absolutely insufficient to cover the large number 
of people who cannot pay their hospital bill. They pay for 
the very worst ones and only the ones who can get approved 
or recommended by the supervisor from the particular area 
in which they live, but there are many, many cases we can 
never get on ·welfare, and even if we try-and ma,ny times 
we have tried-we do not have any luck. The funds are 
exhausted. 

Last year, for example, the funds ·were exhausted a.bout 
tlle middle of the year and there wasn't any more welfare 
money and even before the funds were exhausted we couldn't 
get everyone on there whom we felt were really welfare cases. 

Q. In the case ·of a perS'on needing hospital care who you 
know is unable to pay and cannot get on the 

page 245 r ·welfare rolls, how do you hail.die that situation so 
far as charges are concerned~ 

A. Well, a.s I indicated, every patient is ta.ken into the hos­
pital and treated and kept there as long as necessary or ad­
visable-as long as the doctiors says he or she should be 
there. Then the business office is instructed ·by the Board of 
Managers to evaluate the patient's :financial standpoint. An 
attempt is made to find out whether or not the patient is able 
to pay his or her bill, whether the patient has some kind of 
hospitalization insurance, and if it is a case ·where the patient 
has none, an attempt is made to get that patient on the county 
welfare. 

If we cannot get it on the welfare roster, as' we frequently 
cannot, or no source of payment is foreseeable, as is 
frequently the case, we just go ahead and prepare a state­
ment and bill for that person and later on write it ·O·ff as an 
uncollectable item. 
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Regardless of the bookkeeping mechanism, it is just charity 
work. 

Q. Do you have a record here of the total billings in 1953 
to 1958 inclusive, for the hospital 1 

A. T:otal billings for that period were $2,224,677.01. 
Q. And what was the amount charged off as bad debts in 

that time1 
page 246 ~ A. I wouldn't call it a bad debt. I would call 

it an uncollectable account, or really charitable 
work. 

'lv e charged off during that period of time, just went 
through the books-the auditors or maybe the finance com­
mittee, we have an active :finance committee who knows the 
people in the community-they w.rote off $77,340.81. 

Again let me say by no manner ·of means are all the un­
collectable items shown there. For example, if a person is 
making payment on a thous1and dollar bill, as long as there is 
a little life the administration hopes they are going to get it. 
Frequently it is carried over because they a.re reluctant to 
say it is a charity case and we are holding them over. Actually 
the uncollectable accounts amount to considerably more than 
that, but we have written off upwards of $77,000.00. 

Q. And what is the percentage of your t.otal billings which 
has been written ·off1 

A. Approximately 3 1/2% so far. 
Q. How is the staff of the hospital selected? Is it a.n open 

staff or closed staff? 
A. I would call it an open staff hospital. Any physician 

may make application for membership on the staff and I 
believe when application is made, the doctor has to fill out a 

form sheet and that is immediately ref erred to the 
page 247 ~ credentials committee of the medical staff. It 

passes on the qualifications of that doctor and 
then the credentials committee makes a recommendation to 
the full medical staff and that recommendation is brought to 
the Board of Managers, which has the final and full authority 
as t.o the rights and privileges1 a doctor should be granted. 

I would like to say, however, as a practical matter the. 
board without any alteration accepts the recommendations 
of its medical staff, which is qualified to judge the privileges 
a doctor should have. 

Q. Mr. Edmunds, can you tell me appr10ximately how many 
physicians and surgeons are on your medical sfa.ff at the 
present time? 

A. ·we have various categories-active staff, courtesy staff 
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and another category which is honorary, I believe.· All told, 
I would say about 30 doctors. Every doctor in Halifax 
County has membership on one staff or another. Also, 
several doctors ·of the Danville Area. I suppose we would 
put s·ome of the Richmond doctors on if we could get them 
down there. · 

Mr. McGuire: If I might interrupt, if I understand the 
purpose of calling this witness I don't think I have any 
objection to it, but I believe I would like to ask Mr. Hunton 

to state the purpose of this evidence. 
page 248 r Mr. Hunton: The purpose is to prove the ad­

ministrative practice in similar instances with 
respect to taxation by public officials elsewhere, the ad­
ministrative practice. 

Mr. McGuire: Administrative practice 7 
Mr. Hunton: Yes, sir. 
Mr. McGuire: Wasn't this hospital taxed, assessed by 

the Commissioner ,of Revenue 7 
Mr. Hunton: Assessed by the Commissioner of Revenue 

and the court held it was not taxable, and it has not been 
taxable since, but that holding related only to a single year. 

Mr. McGuire: And you call it an administrative con­
structi·on since the year in ·which the case was brought, the 
year to ·which the case applied 7 

Mr. Hunton: That's right. 
Mr. McGuire: All right, sir. 

By Mr. Hunton: 
Q. In addition to the :medical staff how :ma.ny employees-I 

should not say in addition to them because the medical staff is 
not paid by the hospital, is it~ 

A. No, sir. 
Q. How many employees does the hospital have~ 

A. Approximately one hundred. 
page 249 ~ Q. Are there other people who work on a volun­

teer or part time basis ~ 
A. Yes, sir, we have a ladies' auxilliary, a number of 

chapters spread through the county. There are approxi-
, mately 300 members in that and they perform volunteer serv­

ices i:n the hospital and they give the hospital equipment 
and they also made a right liberal pledge or contribution to 
the building fund. 

Of course, the Board ·of Managers contributes quite sub­
stantially. We had quite a struggle financially and they had 
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to meet regularly and pursue collection of pledges, which is a 
Yery liberal contribution that able and expe,rience business­
men make to the running of the hospital without any com­
pensation. 

In additfon to that the doctors bring their patients t·o the 
hospital and they are told their fee for services is a private 
matter, but they also re.nder a very valuable s'ervice to the 
hospital, without charge. We don't ha.ve any interns down 
there and one or another of thH doctors ·will spend the night 
at the hospital and help the institution out in a number of 
ways. 

Q. \V"hat was your figure as to the per diem cost of opera­
tion of the hospital during the year 1958 ~ 

A. About $20.00~$20.07. 
Q. fo arriving at that figure, do you include 

page 250 r depreciation~ 
A. Yes, sir, we include depreciation. 

Q. Do you include any charge f.or the service of these volun­
teer ladies to whom you refer~ 

A. No charge for the volunteer work or the contributions 
made by generous citizens to it. 

Q. Is any charge made on account -of the capital investment 
in the building and grounds and equipment~ 

A. N'o, sir. All patients, whether they pay or not, get the 
benefit and result of the sacrificial giving on the part of the 
people who contributed to make the hospital possible and 
also the work of all volunteers, including the Board. of 
Managers and ladies' auxilliary and all equipment given 
us. 

On the depreciation item, we carry that on our books but it 
is more or less just on the books. We never have been able to 
get our hands on that money. I don't know where it goes, 
but it goes to keep the equipment up and one thing and 
another. It is just a matter of accountnig, setting up an item 

· of depreciation on the hooks. 
Q. Mr. Edmunds, I hand you a document entitled "Vir­

ginia, in the Circuit Court of Halifax County. In Re: Relief 
From En·oneous Assessment of Halifax Communitv Hos-
. pita.I.'' There is another one attached as., a part 

page 251 ~ of the same thing, ''An Order In Re : Relief From 
E.rroneous Assessment of Halifax Community 

Hospital'' attested by Mr. A. G. Lacy, Clerk of the Circuit 
Court of Halifax County, under seal ,of the court. Is that a 
copy of the petition and order in the proceeding which was 
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held in Halifax. County concerning a tax which wa.s assessed 
against the hospital~ 

A. Yes, sir. 
Q. What year was that~ 
A. I believe it wa.s December 1954. The order was en­

tered Decembe,r 18, 1954. 
Q. Will you file that with your evidence as Edmunds Ex­

hibit ~o. H 
A. Yes, sir. 

Note: The document referred to was marked Edmunds 
Exhibit No. 1 and filed. 

By Mr. Hunton: 
Q. Wbat was the outcome of that proceeding~ 
A. The hospital was relieved from the payment of the tax 

which had been assessed against it and relieved from a 
further assessment. We have not been billed for taxes since. 

Q. I was going to ask you if they eve,r had been assessed 
by the County of Halifax for real estate taxes since that 

time. 
page '252 ~ A. No, sir. 

Mr. Hunton: I have no further questions. 

CROSS EXAMINATION. 

By Mr. McGuire: 
Q. I take it you are the James E. Edmunds, who, with Mr. 

James S. Easley, was counsel for the Halifax Community 
Hospital in that proceeding~ 

A. Yes, sir. 
Q. I have here what purports to be a transcript of the evi­

dence taken in that case. 
A. I have one here. 
Q. If you could look at that and see whether or .not it is the 

same, I would like to offer it as an exhibit. 
A. It certainly appears to be the same. Of course, I haven't 

had a chance to go through the various items, but I think it is 
the same. 

Mr. McGuire: I think I should say to the court and counsel, 
I am not offering with this the two sheets I found clipped 
with it, which purports to be a statement a.bout the non-as­
sessment of other hospitals in the state. I don't know what 
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those sheets a.re. It is not signed or authenticated. I don't 
know whether it was a stipulation ma.de in the 

page 253 r case or what it is. I am not willing to stipulate 
those things a.re fact, but I cannot off er this 

record without these pages without calling that to the atten­
tion of the 0ourt and opposing counsel. 

Mr. Powell: Are they a part of the ,original evidence 7 
Mr. McGuire: They we.re clipped in there. 
The Court: I think Mr. Edmunds could answer the ques­

tion. 

A. It was stipulated by counsel, including the Common­
wealth's Attorney, those hospitals shown on the sheet are 
non-profit hospitals in Virginia and that statement was made 
a part of the record. The tiop of it states ''The following 
hospitals are in operation in the State of Virginia.. Each and 
every one is a non-profit hospital devoting all monies re­
ceived foom patient care to the maintenance, operation and 
expansion of the hospital.'' 

On the last page it says "Taxes are not assessed and have 
not been assessed against the real estate and personal prop­
erty of any of these hospitals, which are a vast majority of 
the non-profit hospitals in the State of Virginia." 

That is what was admitted in our case as being pertinent. 

page 254 r Mr. McGuire: I cannot stipulate that. It is a 
fact J\fr. Hunton and r several years ag'O contem­

plated making several stipulations a.bout how hospitals 
throughout the state -vvere treated. Some of them at that 
time were assessed for taxation and some were not assessed. 
I was not willing to stipulate the hospitals were not assessed, 
without knowing som.ething about why they were not assessed. 

The Court: If you are going to offer part of the record, 
you should offer the reeord in its entirety. 

Mr. McGuire: I don't mind its being in there if it is under­
stood, and I don't see why it cannot be understood, that I do 
not agree to this stipulated fact. I mean, the contents of what 
Mr. Edmunds said was a stipulation. 

Mr. Hunton: As I understand the situation, this was a 
stipulation entered in the Halifax case. I therefore think it 
may be introduced as a pa.rt of the record. I fully understand 
Mr. McGuire does not agree with the eonclusions in their 
stipulation. Is that it7 

Mr. McGuire: Yes, sir, that is agreeable to me. 
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Note: The transcript refe.rred to was marked 
page 255 r Edmunds Exhibit No. 2 and filed. 

By Mr. McGuire : 
Q'. Mr. Edmunds, Mr. Frank S. McKinney was Common-

wealth's Attorney of Halifax County1 
A. Yes, sir. 
Q. And he represented the county iin that case 1 
A. Yes, sir. 
Q. Did he contest the case 1 
A. He put in an appearance there. I don't think it is up 

to me to say. Yes, he contested it. The record shows he was 
the.re. He might not have contested quite as vigorously as 
you are. 

Q. The order recites that the case was defended by the 
Commonwealth's Attorney because the statute, Section 58-
1145 and succeeding sections, requires that the order recites 
that the Gommissionerer of Revenue testified and the Com­
monwealth's Attorney defended the case. Did Mr. McKinney 
put on any evidence? 

A. No, sir. He accepted the evidence we put on as being 
the true statement of facts. 

Q·. Did he argue the case 1 
A. Now I cannot recall so clearly. He made a statement 

to the court. The exact substance of it I do not recall. 
Q. Wasn't his statement to the 0ourt to the 

page 256 r effect that he agreed with counsel for the hospital 
that the hospital was exempt from taxation 1 

A. He might well have done that, sir. 

Mr. Hunton: The record speaks for itself. 
The Court: I think the order of Decembe.r 18, 1954, Mr. 

McGuire, introduced as part of the record, states that the 
court certifies that Frank L. McKinney, Commonwealth's 
Attorney, did appear at the hearing and did def end the said 
assessment. 

Mr. McGuire: That is what the statute requires. 
The Court: I don't think counsel can go behind the court's 

order, having introduced it. 
Mr. McGuire: The statute says it must appear in the 

order that the Commissioner of Revenue testified and the 
Commonwealth's Atto~ney defended the same. Now the fact 
is, I believe, that this case was not 0ontested at all. What 
I want to do is read M.r. Ed!n:uunds from the newspaper clip~ 
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ping that appeared at the time and ask him if that is correct 
or incorrect. 

The Court: I think the court's order is the best evidence 
in the case, Mr. McGuire. 

Mr. McGuire: I unde.rsta.nd Your Honor's rul­
page 257 r ing, but may I ask him the question for the pur­

poses of the record? 
The Court: Yes, you may ask him about it for the record, 

but the court feels the record in the case in Halifax speaks 
for itself. 

Mr. Hunton: While we introduced the o.rder, if Your 
Honor please, Mr. McGuire said he was going to introduce 
it, and he is now going to attempt to impeach an order he 
said he was going to introduce. 

Mr. McGuire: I am not attempting to impeach the order. 
I am attempting to show there was no real contest in this 
case whatsoever. 

The Court: As I stated before, I think the court's order 
of December 18th speaks for itself and I don't think counsel 
can go behind that order. 

Mr. McGuire: I am not arguing against the court's ruling, 
but may I make up our record, Your Honor? 

The Court: You may complete the reco.rd and read froi:n 
the newspaper article. 

Mr. McGuire: Thank you, sir. 
Mr. Powell: It is understood this is subject to 1our ob­

jection~ 
The Court: Yes, sir. I don't think the newspaper article 

is germane to the ease. 

By Mr. McGuire: 
page 258 ~ Q. Mr. Edmunds, I have here a clipping from 

the Richmond Tim.es Dispatch of December 18, 
1954, which recites that Judge Mitchell ruled that the Halifax 
CommunitY..Hospital was a charitable institution and there­
fore exempt .from the payment of 1954 property taxes levied 
by Halifax County, and at the end of the clipping there 
appears this: 

"Commonwealth's Attorney F.rank L. McKinney, repre­
senting the Board of Supervisors, said his exhaustive study 
of the matter left him of the opinion that the hospital is a 
charitable institution. ' I could not be honest to myself or to 
the public,' McKinney said, 'Unless I stated my ·opinion that 
under the provision of the constitution this institution is not 
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taxable.' He then ruled the hospital had been assessed 
erroneously.'' 

Mr. Edmunds, is that in accordance with your reoollection 
of Mr. McKinney's position 1 

A. I don't recall the exact words of Mr. McKinney. He 
was present at the trial; he studied the situation; he defended 
it, I am sure, in accordance with what he conceived to be his 
duty. What he said at that time, I don't recall. 

page 259 ( Mr. McGuire: I think that's all I wa.nted to 
ask you. 

'Vitness stood a.side. 

Note : There followed a recess. 

WILLlAM H. FLANNIGAN, 
a witness called by the Richmond Memorial Hospital and the 
Richmond Eye Hospital, after being duly sworn, testified as 
follows: 

DIRECT EXAMINATION. 

By Mr. Hunton: 
Q. Please state your name, residence and occupation. 
A. 'Villia.m H. Flannigan, 2641 Nottingham Road, Roanoke 

Virginia. I am Administrator of the Roanoke Memorial Hos­
pital. 

Q. Mr. Flannigan, how long have you been Administrator 
of the Roanoke Memorial Hospital 1 

A. F'our yea.rs. 
Q. ·what has been your education and occupa-

page 260 ( tion prior to that 7 
A. I have been fifteen years in the hospital 

field. Prior to that I was educated at Hampden-Sydney Col­
lege and g.raduated in 1940. I was in t.he armed .services and 
in the Veterans Administration Hosp-ital here in Richmond, 
and also the State Health Department. I was associated 

-with the Hill-Burton construction program, and was Ad­
ministrator of Franklin Memorial Hospital in Rocky Mount, 
Virginia, and the Roanoke Memorial Hospital in Roanoke. 

Q. Did you hold any position in Roanoke prior to the 
position of Administrator of the hospital 7 

A. No, sir. 
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Q. Are you familiar with the history of the Roanoke 
Memorial Hospital and how it was created~ 

A. Yes, sir. 
Q. Would you be good enough to state briefly to the court 

the organization a,nd present setup? 
A. In 1895 the Circle of the King's Daughters started a 

small charitable hospital in the City of Roanoke, and when it 
started outgrowing the facilities and needing money for 
further expai1sion, a group :of citizens, and the gas com­
pany, water compa,ny and the Norfolk & Western R·ailroad, 
·were interested in further building of the hospital, and a 

corporation, the Roanoke Hospital Association, 
page 261 ~ was formed. This was a non-profit association. 

Land was obtained and a building was erected 
and in 1899 it was incorporated as the Roainoke Hospital 
Association to operate the Roanoke Hospital, as it was known 
in those days, and since then it has continued to g.ro-w and 
expand by donations, public subscriptions, aind in 1951 and 
1952 a public subscription campaign was held and with match­
ing funds· from that from the state and federal government 
under the Hill-Burton Act, the new structure was erected 
and the old hospital was remodeled at the same time. 

Q. Did your hospital receive any funds from the Ford 
FouJJdation? 

A. Yes, sir. 
Q. What is the basis of its ope.rating income? 
A. It is from money collected from patients able to pay. 
Q. Do you have an endowment 7 
A. Yes, sir. 
Q. Approximately how much is it~ 
A. About $100,000.00. Actually it is several endowments 

of which the total is $120,000.00, I believe. 
Q. What is your. policy with respect to patients who a.re 

unable to pay~ 
A. They are charged as charitable and marked as such, 

after investigation. 
Q. Do you charge ion your books all patients 

page 262 r coming- into the hospital~ . 
A. Yes, sir . 

. Q. And then how is it determined whether or not such 
charges should be charged to free service or charged off as 
bad debts~ 

A. They are investigated by our credit department, by our 
out-patient department, the welfare section of 1 that, and the 
welfare agencies in the churches and the counties and it is 
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determined then if they are to be classified as medically 
indigent patients. 

Q. Of what is the staff composed in your hospital, the 
medical sta.ff 1 Is it an open staff institution or ·otherwise 1 

A. It is what the public, I think, would call open staff. 
I think it is closed staff in that all credentials of physicians 
who apply must be passed on by the medical staff and also 
by the Board of Trustees, but any doctor is eligible to apply 
for privileges. 

Q. Does your hospital have contracts under the state and 
local health programs 1 

A. Yes, sir. 
Q. And what ·compensation do you receive fo.r patients 

who a.re admitted under that program~ 
A. It is based on the audited cost ea.ch year, a111d the maxi­

mum you may receive is $18.50, if your cost ex­
pa.ge 263 r ceeds that. 

Q. Have you gotten together any figures for 
the operating costs for 1958 as yet 1 

A. No, sir. 
Q. Do you know what they were in 1957, whether they were 

more or less in 1957 or '58? 
A. Under the SLH program I think our cost was $18. 70. 
Q. And what was your over-all per diem cost in 19571 
A. No, sir. I cannot recall a close enough exact figure on it. 
Q. Do you know approximately what it was 7 
A. An over-all per diem cost? 
Q. Yes, sir, your operating cost, your per diem operating 

cost in 19571 
A. It was that figure of $18.70-some odd cents, I think. 
Q. Mr. Flannigan, during the time that you have been 

Administrator of the Roanoke Memorial Hospital, has it ever 
been assessed for taxes by the City of Roanok!e 7 

A. Not since I have been there, no, sir. 
Q. \Vas it at an}' time prior to that, or do you know? 

A. Yes, sir. 
page 2.64 r Q. Do you happen to know what the year was 7 

A. 1949. 
Q. Approximately what percentage of your total over-all 

billings is charged off either on account of free service or bad 
debt? 

A. 1'6%. 
Q. And how much of that would you say was free. service 

and how much uncollectable debts? Can you divide it 7 
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A. Repeat your question. 
Q. How much of the 16% was really free service and how 

much of the' 16% was bad debts? 
A. Bad debts are not in that. The 16% is free service. 
Q. 16% free service 7 
A. Yes, sir. 
Q. In the free service, do you charge the difference between 

your per diem cost and the amount received under these state 
and local health programs? 

A. That is charged off as charitable. 
Q. That is included in that? 
A. The difference, yes, sir. 
Q. What about the difference between the amount received 

from Blue Cross and your operating cost? 
A. That is put in as a separate allowance for 

page 265 ~ loss on Blue Cross patients. 

Mr. Hunton: May it please the court, I desire to :file this 
copy of order entered in the Hustings C'ourt of the City of 
Rom10ke on May 18, 1949, exonerating certain pe.rsons listed 
in the order from the levy of real e'State taxes for the years 
1948 and 1949 and I call the court's attention particularly to 
the provision with respect to Roanoke Memorial Hospital. 
There are several other taxpayers who are listed. 
' Mr. McGuire: If the court please, the city objects to the 
introduction of that, which I assume is designed to show a 
judicial decision in Roanoke that a hospital similar to the 
Richmond Eye HospitaJ is exempt from taxation under thl'l 
constitution and the statute. I don't believe there has been a 
sufficient showing of similar facts. That is my only reason for 
objecting and I would like to ask Mr. Hunton if he has a tran,. 
script of the evidence taken in the Roanoke Court in that case. 

Mr. Hunton: I do not. As far as I know there is none avail­
able. 

Note: The copy of decree ref erred to was marked Flan­
nigan Exhibit No. 1 and filed. 

Witness stood aside. 

page 266 ~ HOMER E. ALBERTI, 
a witness called by the Richmond Memorial Hos­

pital and the Richmond Eye Hospital, after being duly sworn, 
te·sti:fi:ed as follows: 
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DIRECT EXAMINATION. 

By Mr. Hunton: 
Q. State your name, residence and occupation, please, sir. 
A. Homer E. Alberti, 217 Parkwood Street, Winchester, 

Virginia. I am Administrator, Secretary and Treasure.r of the 
Winchester Memorial Hospital in Winchester, Virginia. 

Q. How long have you been Administrator of the Win­
chester Memorial Hospital 7 

A. Nearly 14 years. 
Q. What were your educational qualifications and prior 

busine'Ss experience 7 
A. I was professionally associated with a hospital in Kan­

sas City, Kansas, for about ten years prior to coming to Win­
chester. Prior to that time I had been in the banking business 
and got into the hospital business sort of by accident. After 
getting in tha litospital business, I attended various hospital 

institutes and had various training in the field. 
page 267 r Q. Are you a member of any professional or-

ganization of hospital administrators 7 
A. I am Past President of the Virginia Hospital Associ­

ation. I am former Secretary of the Carolina-Virginia Hos­
pital Conference. I am a personal member of the American 
Hospital Association, a personal member of the Virginia 
Hospital Association. I am a fell ow of the American College 
of Hospital Administrators. I have served on a number of 
committees of the American College of Hospital Administra­
tors and also the Virginia. Hospital Association. 

Q. Mr. Alberti, what is the number of beds in the Win­
chester hospital of which you are the Administratod 

A. Normally 300. Right at the present time we have about 
320 beds occupied. 

Q. And what type of hospital is it 7 
A. We are a community non-profit general hospital. 
Q. Is it a corporation 7 
A. It is, sir. 
Q. And what is the management of it 7 
A. The management is vested in a Board of Directors, 100 

in number. They meet only twice a year, and delegate the di­
rectorship power to an executive committee composed of 10 

members which, to all intents and purposes, is the 
page 268 ~ governing body of the hospital. 

Q. Are they compensated in any way T 
A. No, sir. 
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Q. Who establishes the policies with respect to the medical 
staff? 

A. The executive committee of the hospital. 
Q. \iVhat are those policies? 
A. Members of the medical staff are elected and/1or re­

elected annually'. In order for an individual to enjoy member­
ship on the staff, he must first declare his specialty. He must 
reside and maintain his office' in Winchester or within a radius 
of ten miles of Winchester in order to be eligible. for the so­
called active staff. 

However, when he first comes on, being recommended by th-3 
active medical staff and elected by the executive committee, 
he comes on in the capacity of associate member of the staff. 
He' must serve a period of probation for 18 months during 
which time he serves under two preceptors, generally special­
ists in his same field. At the end of his eighteen-month period 
of probation, his preceptors make recommendation to the 
credentials committee of the medical staff; the credential com­
mittee in turn makes recommendations to the active staff; if 
the active staff recommends him, it then devolves on the exec-

utive. committee of the staff to elect or reject him. 
page 269' ~ Q. Is it an open staff or closed staff hospital~ 

A. We are in about the same-in fact, we are 
in the identical position of Mr. Flannigan ·who just testified. 
We are closed to the extent that anybody can apply-I should 
say, we are open to the extent that anybody can apply, but we 
are not open to the extent that we are not bound to elect 
anybody who in our opinion is not properly qualified to prac­
tice bis specialty. 

Q. Would you state briefly the history and background of 
the Winchester Hospital, please, sid 

A. The \iVinchester Memorial Hospital was founded and 
incorporated in the year 1901. It opened for business in 1903. 
In order to open for business as a non-profit general commu­
nity hospital, public subscriptions were obtained, not only 
locally but also in New York City where there' happened to be 
two individuals who had previously lived in Winchester but 
who had become very wealthy after they bad gone to New 
York. 

As time went on over the period of years, periodically, there 
have been, of course, each year a substantial number of con­
tributions from the public generally. I am told that in years 
past it was necessary, occasionally, to go out to the public for 
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funds to offset the· operating deficit. That is quite some years 
ago, however. 

page 270 r In 1948 we expanded the hospital again through 
the medium of gifts and contributions and. sub­

scriptions, to the extent of nearly $900,000.00, plus the pro­
ceeds of a Hill-Burton grant, and at that time we engaged in 
new construction and also modernization of the old facilities. 

Q. Did you receive any contribution from the City of Win­
chester as such? 

A. As such, we received a contribution outright from the 
Citv of \V'inchester in the amount of $5,000.00. 

Q. Did you receive any contribution from the Boards of 
Supervisors of the surrounding counties? 

A. The Board of Supervisors of the county, not anything. 
Q. Has the hospital an endowment? 
A. Excuse me .. I was speaking of public subscription cam­

paigns, and so forth. I might state at this time, too, that we 
received a gift in cash of half a million dollars from one indi­
vidual which enabled us to accomplish the thing we wanted 
to accomplish. 

Q. That was in 1948? 
A. Actually that gift came in 1949, I think, or possibly early 

1950, but in time to help pay for the construction. 
Q. That was in addition to the very handsome 

page 271 r gifts received on the organization of the· hospital 
in 1901? 

A. That is correct. This same man contributed over a period 
of years a total of $850,000.00 including the half a million .. 

Q. Has the hospital an endowment~ 
A. Yes, sir, we have about $550,000.00 in endowments. 
Q. ·what is the source of its revenue for the care of patienta 

as it is presently operated~ 
A. Almost entirely through the medium of collection from 

patients for services rendered. These endowment funds, of 
course, provide some income but that income is used exclu­
sively to defray free services. 

Q. What is the practice of your hospital with regard to 
billings and charges for services? Do you charge everyone 
who is admitted a.s a patient~ 

A. In order not to be discriminatory, we do have one 
charge and one only, so that every patient who enters is 
charged the same, according to the accommodation occupied. 
If the case turns out to be charity, quite naturally it is written 
off. 
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Q. How do you determine whether it is to be treated as a 
charity case? 

A. Of course, to begin with the account isn't paid and the 
' · credit department makes good and sufficient in­
page 272 r vestigation through the. medium of the Retail 

Credit Company and otherwise. We find it often 
quite difficult to determine at the outset whether in reality it 
is charity or whether it is a bad debt, so-called, and the result 
is a good many of our accounts are initially charged to bad 
debts. Late.r we ascertain they are strictly charity. 

Q. So that in your final accounting you do make a distinc­
tion between free service or charity cases and bad debts 1 

A. No, not quite as we would like to. We have a total to free 
service and within that general free service category we do 
have breakdowns, yes, and one of the breakdowns is charity. 
Another breakdown is bad debts, but the only point I empha­
size is that isn't a correct reflection since initially a lot of 
these are charged to bad debts and should be charity. 

Q. About what percentage, approximately is the total of 
charity and bad debts of the whole income of the hospital, the 
most rncent figures you have availabl.e ~ 

A. It varies, of course, from year to year, but the per­
centage runs from a minimum of about 61h%, generally, to a 
maximum of not over 10%, although we have gone over 
10% a time or two. 

Q. Do you happen to have that figure available 
page 273· r for last year~ 

A. I do, sir. 
Q .. \iVhat was it last year? 
A. \iV ell, taking charity and bad debts into account and also 

allowances to welfare agencies representing the difference be­
tween our charges and what they paid, and including charge;;; 
of charity items to endowment income, last year it would have 
been the equivalent of about 7:%. 

Q. From what you have just said, am I correct in my under­
standing that you charge to that same account the. difference 
between the amount received under the state and local health 
programs and your operating cost.s 1 

A. Yes, sir, which last year amounted to $6,200.00. 
Q. What was your per diem cost last year? 
A. \iV e do not have the figures for the year 1958. For 19'57 

the per diem operating cost was $20.00 and, I believe, 21 cents. 
FoT the first six months of 1958 that figure was up about 4% 
and I think will, for the total of 1958, be about 4% beyond the 
1957. level. 
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Q. And what amount did you receive from the local agencies 
under those contractuual arrangements? 

A. Only $17.00 per day from the agencies in Virginia. We 
received $18.00 per· day from the agencies in West Virginia. 

Q. Do you have contractual ~rrangements with 
page 27 4 ~ agencies in West Virginia as well as those in 

· Virginia? · 
A. Yes, sir. 
Q. Mr. Alberti, do you know whether the Winchester Memo­

rial Hospital has eve.r been assessed for taxation by the City 
of ·winchester? 

A. Not during my administration. 
Q. Or any other taxing jurisdiction? 
A. No, sir, it has not. 

Mr. Hunton: That's all. 
·Mr. McGuire: I have no questions. 

'i\Titness stood aside. 

Note: There followed a recess. 

page 275 ~ GEORGE BUG,BEE, 
a witness called by the Richmond Memorial Hos­

pital and the Richmond Eye Hospital,· after being duly sworn, 
testified as follows : 

DIRECT EXAMINATION. 

By Mr. Powell: 
Q. Please state your name. 
A. George Bugbee. 
Q. Where do you reside, Mr. Bugbee? 
A. New York City. 
Q. What is your profession or business? 
A. I 'am President of the Health Information Foundation, 

but I consider myself also a hospital administrator or execu-
tive. 

Q. Will you describe very briefly the functions and nature 
of the Health Information Foundation? 

A. It is concerned with social arid economic research in the 
health field. , 

Q. What position did you hold prior to becoming the head 
of the Health Information Foundation? · 

A. I entered the hospital field on graduation from the Uni-
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versity of Michigan in 1926, a;nd for 12 years worked at the 
University Hospital there in various administrative capac­

ities and then for five years as superintendent of 
page 276 r City Hospital in Clev~land and 11 years as Di­

rector of the American Hospital Association. 
Q. What is the American Hospital Association 7 
A. It is a voluntary organization to which most hospitals 

in the country belong. It is concerned with improving stand­
ards of hospital operation, country-wide. 

Q. Do the hospitals in Richmond belong to this association 7 
A. I imagine most of them do, since most hospitals through­

out the country belong. 
Q. I see. Have you received any awards or are you con­

nected with or affiliated with any organizations or associations 
in this general field of public health 7 

A. I am a life member of the American Hospital Associa­
tion; a fellow of the American College of Hospital Adminis­
trators, and of the American Public Health Association. 

Q. Have you at any time acted as a professor or lecturer at 
any university? 

A. Yes, sir. I presently have an appointment at the school 
of public health and administrative medicine at Columbia 
University. 

Q. Mr. Bugbee, at my request have you prepared a state­
ment for use as your testimony in this case which outlines the 

development, the organization and the general 
page 277 r philosophy of non-profit hospitals in the United 

States? 
A. Ihave. 

Mr. Powell: If Your Honor please, Mr. Bugbee has pre­
pared this statement and I would like to have him read it into 
the record. 

Mr. McGuire: I would like to see it. 
Mr. Powell: I will, of course., give him a copy and I think 

it would be appropriate if he read it and then we could file the 
statement itself for the assistance' of the reporter. 

Mr. McGuire: I think perhaps I am going to object to the 
statement. I have no objection to that method of putting it 
in the record but I think I would object to it when I see it. 

The Court: What bearing does this have on this case? 
Mr. Powell: Your Honor please, I ·would be perfectly 

frank with the court and say I do not think it is neces­
sary evidence. On the other hand, in view of the' position taken 
by the city, as I understand it, that before one is entitled to 
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tax exemption under Section 183 of our constitution there 
must be a hospital such as Sheltering Arms, it seems im­
portant to me to get into the record of this case, through a 

gentleman whom we think is a leading expert in 
page 278 ~ the United States in this field, this sort of te'Sti­

mony. I think when the court bears it the court 
will agree it is relevant, although not essential to our case. 

Mr. McGuire: May I have a moment to look at it1 

The Court: Yes, you may. 

Note : There followed a brief recess. 

Mr. McGuire: If the court please, I have examined this 
statement. When Mr. Powell made bis statement to the' court 
about the method in which he intended to present Mr. Bug­
bee's evidence, what generally frightened me.was the use of 
the word "philosophy" and I wanted to look at this thing to 
see what it was. I do object to the introduction of this in evi­
dence. It is not fact or history. I think Mr. Powell's use of the 
word ''philosophy'' was made advisedly. This document is ad­
dressed to the general desirability of community hospitals-­
to use a brief descriptive phrase-and why they are desirabb 
and why Mr. Bugbee thinks they are true charities, and so 
forth. It is not based on any fact. I assume Mr. Powell's first 

questions were designed to qualify Mr. Bugbee 
page 279 ~ as an expert in the field of hospital administration 

or something of that sort. 
This thing can have no rele'Vancy. In this case we are con­

fronted with a question of law on the facts relating to Rich­
mond Memorial Hospital and Richmond Eye Hospital, which 
is a question of fact, whether or not they are exempt from tax­
ation by the City of Richmond, and tnis goes beyond any 
proper expert testimony. 

I do object to its introduction as to any evidence Mr. Bugbee 
may give along this line. . 

Mr. Powell: If Your Honor please, I suppose the ultimatP. 
··question in this case is what the language of our constitution 
means when it refers to a charitable institution. We have ar­
gument on this so I will not make. an argument at this point, 
other than to say I think the court will find Mr. Bugbee 's 
statement-while perhaps not informative specifically to the 
court in view of the elaborate arguments we have had earlier 
in the case-nevertheless it does bear quite materially 011 the 
general concept and meaning of the phrase "charitable in-
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stitution" as used with respect to hospitals. That is the pur­
pose of this statement. 

page 280 ~ The Court: Isn't that a matter the court will 
have to, decide, rather than any view the witness 

may advance as to his thoughts on the subject? 
Mr. Powell: Of course, Your Honor, but we thought the 

broad experience of this witness might be of assistance. 
Mr. McGuire: I might say it is not the reading of the paper 

I object to. It is the character of the pape.r. Mr. Powell wishes 
the witness to read to which I object. 

The Court: The court hasn't read the paper and I don't 
know what it says. I am not prepared to pass on whether it is 
proper or not until I read what the witness has prepared. 

Mr. Powell: Shall the witness go ahead and read it, sub­
ject to your ruling after you hear it~ 

The Court: I will permit the evidence at this time. The. 
could will pass upon it at a late.r time. I don't see how I can do 
otherwise. 

By Mr. Powell: 
·Q. Mr. Bugbee, will you read your prepared statement, 

please? 

A. (Reading) 

page 281 ~ "I am here today to outline the development, 
organization and financing of the non-profit gen­

eral hospital in our country. I will not attempt to define such 
terms as charitable, philanthropic or benevolent. Rather, I 
hope to bring examples from my own knowledge and ex­
perience that may serve to illustrate accepted concepts of the 
nature and character of hospital ca.re. 

''I have had the privilege of working in the health field for 
more than 30 years. I consider it a privilege because of the 
ultimate objective of trying to provide compassionate care to 
sick people in order that pain and disability may be minimized 
or avoided a1nd that life rmia,y be extended and death delayed. 
These objective are. not casual incentives for those who work 
in the hospital field. In the individual hospital there is contin­
ual proof of the importance of understanding, benevolent, af­
fectionate and considerate care; indeed, the- need is so great 

that under the best of circumstances performance 
page 282 ~ almost inevitably falls short of the ideal measured 

in terms of the ne.eds of the ill. Obvious-and 
scarcely in need of emphasis-is the fact that those who are 
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treated in our hospitals, and frequently their families as well, 
are undergoing some of the' major crises in their lives. The 
episodes are almost always critical because of apprehension 
and fear, because of the difficulty of planning for the future, 
and because of the possibility that life itself may be lost. 

''For those who a.re. sick, the nature of illness has never 
fundamentally changed, even though we have learned more 
about illness and its treatment in the past century than did 
all of our predecessors throughout the history of mankind. 
And our hospitals today, through tradition and in their full 
development of administrative community support, are still 
evidence of our efforts to fulfill what we understand gener­
ically as Christian philosophy. The care of the sick and un­
fortunate is. one of the primary tenets of that philosophy; 
another is that disease is not a form of punishment, but a 

matter usually beyond the control of the indi­
page 283 ~ vidual whether he be rich or destitute. These 

basic beliefs are as much at the heart of hospital 
care now as they were in 17th Century England, when the 
Black Plague roused that nation to provide institutions for 
the ill, the dying and the homeless. 

''The first hospitals on this continent were established in 
Spanish and French settlements by churches in Mexico and 
Canada. The first to be organized in what is now the United 
States was founded by Benjamin Franklin in 175'1 when he 
urged an appropriation by the Pennsylvania Assembly which 
was to be matched by contributions from private citizens. This 
action established the Pennsylvania Hospital in Philadelphia, 
and the money so collected provided a building which even to 
this day serves patients in that city. 

"Such early hospitals were, however, very different from 
our present community hospitals. Medical knowledge was 
scant; treatment of the sick took place largHly in the home. 
Almost until the turn of this century most hospitals were in-

stitution for those who were not only ill, but poor 
page 284 ~ and homeless. Many of these were really alms-

houses or poor houses, more dedicated to pro­
viding shelter than treatment. They were intended for the 
poverty-stricken, the casualties of war and the victims of 
pestilence'.'' 

The Court: Excuse me. I hate to interrupt the gentleman 
but I don't think this is proper evidence. Yon mav file the 
paper that has been prepared but the court will rule, as far 
as it has heard, that the evidence is not germane to the case. 
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George Bugbee. 

Mr. Powell: I would point out the witness has not pro­
gressed very far and it may be you would _rule otherwise if 
you heard more of it. This is sort of an historical background. 

The Court: From what I have heard it is very intellectual. 
Mr. McGuire: I don't want to argue this after the court 

has ruled, but I do think perhaps I should complete. my ob­
jection for the record. The fundamental rule about expert 
testimony, as I understand it, is that the expert testimony 
must be an opinion of some sort based on facts, either facts 

obseTved by the witness from his own investiga­
page '285 ~ tion or facts placed in evidence by other witnesses, 

and I cannot see that this statement bas any basis 
whatsoever e.xcept the witness' own thoughts and, of course, 
it is fundamental when the expert witness departs from opin­
ion based on facts and starts arguing the case, then it becomes 
inadmissible. 

Mr. Powell: I do point out to Your Hono.r that Mr. Bugbee 
is probably better qualified to speak on this basic issue of 
what is a charitable institution in the hospital field-granted 
he is talking as a layman, of course, concerning legal pha.ses­
than anyone else in the United States. We have endeavored 
to bring here the most qualified individual in the United 
States, having been a hospital administrator himself and 
having for 11 yea.rs been executive directo.r of the entire or­
ganiza.tion of the United States. He is familiar with the 
whole concept of the types ·of hospitals aind how they develop. 
I don't think we could find a more expert witness, if the court 
wishes to hear this sort of testimony. 

The Court : Here we a.re only interested in the Richmond 
Memorial Hospital and the Richmond Eye Hos­

page 286 r pital and whether those two hospitals are subject 
to taxation. F.r,om what I heard, the statement 

the witness has prepared does not have any bearing on this 
case before the court. 

Mr. Powell: Very well. I understand ·we may file bis 
statement subject to the court's ruling. For the reasons 
stated, we think it is proper evidence. 

By Mr. Powell: 
Q. Mr. Bugbee, will you file that statement with your evi­

dence~ 
A. Yes. 

Note: The statement of the witness was marked Bugbee 
Exhibit No. 1 and filed. 
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Richard Chamdler. 

Mr. McGuire : May I ask Mr. Bugbee one question for the 
record before he leaves the stand~ 

The Court: Very well. 

By Mr. McGuire: 
Q. Mr. Bugbee, are you a medical doctor~ 
A. I am not. 

Witness stood aside. 

page 287 ( M.r. Powell: If Your Honor please, Mr. Chand-
ler is the City Assessor as I understand it. It 

appears from the definition of Section 58-1149 of the Code 
that in cases of this kind it is appropriate if not necessary 
that the public official responsible for making the assessment 
appear as a witness. I don't know whether that meams we 
are supposed to call him or the city is supposed to call him, 
but in any event we call him at this time as an adverse wit­
ness in his official capacity as the official responsible foJ' 
making these as.sessments. ~ 

RICHARD CHANDLER, 
an adverse witness called by the Richmond Memorial Hos­
pital and the Richmond Eye Hospital, after being duly sworn, 
testified as follows : 

DIRECT EXAMINATION. 

Bv Mr. Powell: 
.. Q. Please state your name a.nd position with the city. 
A. Richard Chandler, Assessor of Real Estate. 

Q. How long have you held that position? 
page 288 r A. Since the latter part of 1956. 

Q. Describe briefly what your duties are as 
Assessor of Real E.state of the City of Richmond. 

A. Very briefly to assess all the real estate within the 
corporate limits. 

Q. Are you the officer of the city who assessed the taxes 
on. the Richmond Memorial Hospital? I may say here I am 
examining you ·on behalf of Richmond Memorial Hospital. 
Mr. Hunton and Mr. Haw; represent the Eye Hospital. Did 
you assess those ta.'"\:es? 

A. I would be' responsible for the years 1957 a,nd 1958. 
Q. And your office was responsible for the year 1956 ~ 
A. Of course. 
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Richard Chandler. 

Q. Are you generally familiar with Section 183(e) of the 
constitution of Virginia f · 

A. 183(e) 1 I would like to see it. I think so, yes, sir. 
It is the section providing for exemptions 1 

Q. Yes, sir. I have it here. 
A. Y~s, sir. 
Q. Do you want to refresh your recollection by reading 

it1 
A. I have. I glanced at the part that was under­

page 289 r sco.red. 
Q'. '7\Tho ma.de the decis~on to assess these taxes 

on these two hospitals, Mr. Chandler~ . 
A. I suppose that decision was made when the hospital 

commenced construction which was sometime in 1955. I 
imagine it was the assessor's decision then. I was with the 
office at that time but I don't recall in particular worrying 
about whether the property was going to be non-tax. I do 
believe we have asked the city attorney for an opinion, but I 
arm not positive. 

Q. ~ou say the decision to tax the hospital was made in 
1955 when it was under construction f ' 

A. I would assume so. 'Ve placed a partial assessment on 
it, as I recall, in 1956, but there a.gain I would rather look 
at the records to make sure. 

Q. It was assessed on January 1, 1956. Do you know 
whether it was assessed January 1, 1955 or January 1, 1954 f 

A. It may have been. It may have been to the Bryan 
estate or the previous own.er. . 

Q. Wa.s the hospital ope.rating in the sense it was receiving 
patients in 1955 ~ I now refer to Richmond Memorial Hos­
pital. 

A. I really don't know. !'don't know when the completion 
of the hospital was but I was assuming it was-I don't be­

lieve it was even completed in 1955, but I am not 
page 290 r positive. 

Q. But you made the first assessment, the first 
one you yourself made, was January. 1, 1957? 

A. That would have been the year I would have been 
responsible for it, as city assessor. 

Q'. Was the hospital still under construction then or had it 
commenced to receive patients f 

A. I would have to look at my .records for that. 
Q. You were subpoenaed in this case on yesterday, were 

you not1 
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Rickard Chandler. 

A. Yes, sir, but not told to bring records. 
Q. Did you review your records at all in preparation for 

testifying? 
·A. I have some books there. I haven't particularly re­

viewed them. 
Q. I wish you would look at your records and see if you 

can ascertain from them what the status of the hospital was 
on January 1, 1957. 

Note: The witness refers to his papers. 

A. On January 1, 1957, we have placed what we call a 
partial· a.ss.e.ssmeut on the building. In our terminology 
that means the building was not completed 100% for us. It 
means we had not placed a final assessment on the improve­
ment as of that dat'e. 

Q. \Vhat is the status according to your records 
page 291 ~ on January 1, 1958? 

A. It was a completed assessment as ·of Jan­
uary 1, 1958, which means the building as far as we were 
concerned was completed sometime during the year 1957. 

Q. Let's take January 1, 1958 for the purpose of the next 
few questions. 

A. All right, sir. 
Q. \iVho made the decision to establish the taxes as of 

J anua.ry 1, 1958 on Richmond Memorial Hospital? 
'A. It would have been my decision. 
Q. \Vhat was the basis for that, Mr. Chandler? 
A. I could find no reason to exempt it. 
Q. Did you consider Section 183(e) of the Constitution of 

Virginia? 
A. Yes, sir. 
Q. Now tell me what facts. you have in your file and upon 

which you relied in arriving at your ·official decision that 
Section 183 ( e) of the constitution did not apply to this hos­
pital? 

A. I think for one thing the city attorney's opinion No. 
1319. Then, too, as I understand it-I am not an attorney 
but the provision says "operating exclusively as a charity. it 

Q. You had the city attorney's opinion No. what? 
A. It is written on the card here, we received 

page 292 r Opinion No. 1319, I believe it is. 
Q. Do you have that opinion with you? 

A. No, sir. 
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Richard Chandler. 

Q. Will you arrange to bring it here before this case con­
cludes? 

A. Well, they are bound. 

Mr. McGuire: I will undertake to produce it. I don't 
know what the opinion is, what opinion he is .ref erring to. 
I have refrained from interrupting Mr. Powell and I don't 
now want to interfere with his examination of this witness, 
but of course these a.re legal questions and I think it is proper 
for me to say that I recall considerable discussion on these 
matters. I don't .remember the issuance of any actual opinion 
about the Richrnond Memorial Hospital, but there have been 
a number of opinions about these charitable exemptions in 
genera.I and I can remember having considerable discussion 
on these matters with Mr. Chandler's predecessor in office, 
Mr. Rountrey. I don't believe Mr. Chandler actually knows 

· of his ow11 knowledge what went on in that regard. 
I will produce anything from the city attorney's office in 

the way of opinions that Mr. Powell wants. 
page 293 r The Court: Is that satisfactory? 

Mr. Powell: It is satisfactory to me to have 
Mr. McGuire say he will produce this opinion, but I do not 
consider it satisfacto.ry as a matter of law for the man re· 
sponsible for assessing these taxes not to be able to state the 
reasons why he did it. 

Mr. McGuire: What was the number of that opinion f 
Mr. Powell: He said No. 1319. 

A. I will look, Mr. McGuire. I recall putting some infor­
mation in the file regarding this hospital. It has not been an 
unknown factor to me it was under litigation, but so far as I 
am personally concerned, I will not sa.y I completely reviewed 
the Richmond Memorial Hospital file on January 1, 1957 ior 

on January 1, 1958, but as a layman in reading Section ( e) 
of 183 of the constitution, I cannot say the Richmond Me­
morial Hospital is operating exclusively as a charity and 
nobody ma.de a claim for exemption to me in 1957 or 1958. 

By Mr. Powell: 
Q. I understood you to say you knew these applications 

for relief ·were pendingf 
A. Well, yes, sir, I am sure I did. 

Q. So you know the hospital was objecting to 
page 294 r these· assessments? 

A. I would assume s·o, but they didn't object 
to me personally. 
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Richard Chandler. 

Q. But you knew they were objecting1 
A. For the years up to that point, yes, sir. 
Q. Do I understand your testimony is you didn't make any 

new or independent review •of whether or not the Richmond 
Memorial Hospital was entitled to an exemption in 1957 and 
19581 

A. Any new or independent 1 
Q. That's right. 
A. No mo.re than was in the file already, no, sir. 
Q. Did you yourself review the file in connection with the 

assessments for either of those: years 1 
A. I have reviewed the files, yes, sir, I would say I reviewed 

the files, yes, but not for any particular point. 
Q. The truth is you didn't make .any independent or fresh 

or new review as to whethe.r or not this hospital, after it 
commenced to receive patients, was entitled to· the tax exemp­
tion, either for 1957 or 1958. 

A. I would say I took it under consideration. I am not 
trying to avoid your question. 

Q. I know you want to be fair and we want to be fair with 
you. If you did make any investigation and any 

page 295 r independent review and decision, just say so and 
tell us exactly what y;ou did. If you did not, then 

say you did not. 
A. I would say in the year 1957 I reviewed all the :files then 

pending, which included the Richmond Memorial Hospital 
and Richmond Eye Hospital at that time. 

Q. You mean, pending on complaints of taxpaye.rs ~ 
A. Yes, sir, from my predecessor and, of course, things 

have come up from time to time and of course vve have had 
to review our files aJ1d from time to time Richmond Memorial 
Hospital and Richmond Eye Hospital have come up. I don't 
know whether you call that an independent or fresh review or 
not. 

Q. Are you prepared to state that on or about January 1, 
1957, you made any review as to the tax-exempt status of 
Richmond Memorial Hospital? 

A. No, sir, I wouldn't say I did it on that date. 
Q. Or in connection with that date or any date during the 

year1 
A. During the year~ If I reached the conclusion Richmond 

Memorial Hospital was exempt, I suppose we could easily 
say I could make the decision retroactive t.o Jan nary 1st of 
that year. 

Q. Do you have any memorandum o.r any data in your file 
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Richard Chandler. 

with respect to the status of this Memorial Hos­
page 296 r pita.I? If so, I would like to see it. 

A. Any memorandum? 
Q. Any data, any memoranda . 
.A. I assunie so, yes, sir. 
Q. But Y'ou don't know1 
A. I know we have quite a hit. 

, Q. Do you have it in that folder in your lap1 
. A. No, sir. I wasn't alerted to what the testimony would 

be today and we have almost a file drawer downstairs. 
Q. Are you familiar with the section of the code that re­

quires you to testify in cases of this type 7 
A. No, sir, I am not familiar with that particular section. 
Q. Have you ever seen an operating statement of Richmond 

Memorial Hospital 7 
A. No, sir. · 
Q. Have you ever asked for one 7 
A. No, sir. 
Q. How a.re Y·OU able to formulate any decision it is not 

opera.ting exclusively as a charity~ 
A. F.r·om the previous correspondence in the file. 
Q. Correspondence with whom 7 
A. I don't know. I would have to look at the file. 

page 297 ~ Mr. Powell: Your Ho·nor, M.r. Hunton makes 
the suggestion that we might request the court 

for a :five-minute recess to enable the city assess-or to bring 
up all his :files on these two hospitals. I would like to get 
to the bottom of how he made this assessment. 

Mr. McGuire: vVe certainly are not going to eoncea] any 
files. I am glad to have Mr. Chandler go and get what he 
wants, but I am. sure the court knows a.nd I am sure Mr. 
Powell and Mr. Hunton know why the assessor of real estate 
has assessed these hospitals. 

Mr. Powell: I certainly do not know. 
Mr. Hunton: I would like very much to find out. 
The Oourt: I don't know either. 
Mr. McGuire: I don't want to say in the presence of the 

witness. I don't want to put wo.rds in his mouth. 
Mr. Hunton: I would iike to ask, if Your Honor please, 

if the witness would also bring .the files on Retreat for the 
Sick and Richmond Community Hospita.l at the saime time. 

A. For how far hack~ 
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Richard Chandler. 

Mr. Hunton: From their organization. From 
page 298 ~ 1871. 

Mr. McGuire: I think that is somewhat un-
reasonable. I don't know what files a.re there. 

A. We have destroyed some correspondence. 

By the Court: 
Q. You certainly have the files for the last five or teill years, 

do you not~ 
A. Yes, sir, but they consume file cabinets of the size of 

that door. They are not filed according to subject matter, but 
I will bring everything I can. 

Note : The.re followed a recess. 

A. I think I have perhaps two pieces of cqrrespondence 
that may ans,ver your question. 

By Mr. P.owell: 
Q. You have two pieces of 'correspondence pertaining to the 

assessmemt of these hospitals~ 
A. Two opinions. Here is one regarding the Richmond 

Memorial Hospital which was requested in 1955 and we got 
the answer. I think the pertinent part is right there. While 
I have been unable to find a copy of the opinion, here is the 
bound opinioill where Mr. Saville, Chairman of the Board of 
Assess,ors, requested information regarding the taxable as­
sessment of the Richmond Eye Hospital and here is that 
opinion in this book. 

Q. Do you have: another letted 
A. I didn't know what letters you might want. 

page 299 r Note: The.re followed a recess. 

Bv Mr. Powell: 
··Q. Mr. Chandler, the letter which you handed me is dated 

June 30, 1955, from the city attorn1ey addressed to Mr. 
Rountrey. 

A. Yes, sir. 
Q. Mr. Rountrey was the assessor at that time~ 
A. Yes, sir. 
Q. He ~was your predecessor in office 7 
A. Yes, sir. 
Q. \Vere you an assistant assesso.r7 
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Richard Chandler. 

A. I was an appr.aiser at that time. 
Q. Working for Mr. Rountrey~ 
A. Yes, sir. 

Mr. Powell: The letter, Your Honor, is an opinion letter 
from the dty attorney. Since reference has be.en made to it, 
I think it ought to go iinto the record. Of course we do not 
agree with the legal conclusions expressed. We do not in­
troduce it as our document. We merely think it ought to be 
identified since this witness is going to be talking about it. 

Mr. McGuire: I think the paper Mr. Powell has bears 
the number 1319 and I think Mr. Chandler made some re­

ference when he was on the stand earlier this 
page 300 ~ morning to Opinion No. 1319. · There is some 

confusion about that number. I have the hound 
volurrn1e of opinions for the years 1954 and 1955 and Opini,on 
No. 1319 in that volume is addressed · to the Director of 
Public Utilities ·on some entirely differeint subject. I do not 
see this in the index of the bound volume and it perhaps was 
not issued as an official opinion. Mr. Chandler says on the 
original the :numbe.r has been scratched out. 

Of course, I admit that amounts to an opinion of the city 
attorney and is what the assessor has relied on. 

By Mr. Powell: 
Q. Mr. Chandler, will you file this letter for the purpose 

of enabling me to ask you questions about iU 
A. Yes. 

' Note: The letter referred to was marked Chandler Ex-
hibit No. 1 and filed. 

Mr. Powell: I would like to state this is not being ·offered 
by me as evidence but merely to enable me to examine the 
witness with respect to its content. I do not agree with any 
of the opinions expressed therein as to the law. 

By Mr. Powell: 
page 301 ~ Q. Mr. Chandler, when you referred earlier 

in y;our testimony to an opinion of the city at­
torney, was this letter of J u:ne 30, 1955 the opinion you re­
ferred to1 

A. That. was the one I had in mind, yes, sir. It wasn't 
until I went downstairs I discovered that No. 1319 is different. 
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Richard Chandler. 

Q. There is just some confusion about the numbers, but 
this is the opinion you had in mind? 

A. Yes, sir. 
Q. Is there any othe,r writing of any kind with respect 

to Richmond Memorial Hospital which was used in connec­
tion with the assessment of this tax? 

A. We are looking ·now, sir. I don't think there is any­
thing more important than that. 

Q. Do you know of anything else? 
A. No, sir, I don't. "'\Ve are ·now searching the files. There 

may have been some correspondence with your firm or with 
the city attorney or perhaps in the hospital file. 

Q. I am asking you about data, information, facts or figures 
of any kind which were used by your office in determining to 
assess this tax. 

A. I assume you mean by "assess'' to hold it taxable or 
non-taxable? 

Q. That's right. 
page 302 r A. No, sir. We relied solely on that. 

Mr. McGuire: Your Honor, I wish to inform you what 
occur.red on November 8, 1955. The city attorney issued a 
great long opinion which was No. 1323 and which I do not 
think mentions either of these two hospitals by name but it 
dealt with the general subject of tax exempt real estate under 
the provisions of Section 183 of the constitution and Section 
58-12 of the Gode. That was addressed to Mr. Rountrey on 
that date and it dealt with exempt hospitals as well as exempt 
institutions of other kinds. That, I think, was the basic 
opinion of all of them. 

Bv Mr. Powell: 
· Q. Mr. Chandler, did I understand from your testimony 

that the sole and only reason that you, as city assessor, have 
assessed taxes ·on these two hospitals is the city attorney 
advised you to do so? 

A. Yes, sir, that, and as I say, I am familiar with the 
reas·oning behind Mr. Rountrey's assessment and of course 
I am familiar with mine, but that would be basically it. Even 
though we might consider something non-taxable, if we found 
the city attorney disagreed with us, "\ve would rely on him 

becau"se he is the legal expert. We are appraisers. 
page 303 ~ Q. You make no effort to pass on legal ques­

tions? 
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Richard Chandler. 

A. I try to pass on them but if the city attorney's office 
overrules me, I would listen to that. 

Q. I am a.sking you whether you make any investigation 
as to facts, as to whether an institution is operated as a 
charity or not. · 

A. We originate investigations and try to form our opinion. 
Q. Did you make any such investigation in the case of 

either of these hospitals? 
A. I did not personally. 
Q. Did anybody in your office? 
A; I understand that either in the latter part of 1954 or 

in 1955 Mr. Rountrey and the entire staff made an investiga­
tion of all the exempt properties as generally as we could 
and these two were unde.r consideration. I believe Mr. 
Rountrey made a study of these and then he requested the 
city attorney's opinion. 

Q. You know Richmond Memorial Hospital wasn't com­
pleted until the fall of 1956. Now was there any investiga­
tion after that date made by y;ou or anybody in your office? 

A. Not by me., · 
Q. Concerning either one of these hospitalS? 

A. No, sir. 
page 304 f Q. YOU are the head man responsible for the 

proper assessment of taxes in Richmond, are you 
not~ 

A. Yes, sir. 
Q. And are you willing to state no investigat1on was made 

by your office prior to this assessmenU 
A. Since 1957. 
Q. You mean, since you became the assessor~ 
A. Yes, sir, which was December 1956. 
Q. So there has been none since December 1956 7 
A. No, sir. 
Q. During all that time you relied solely on an opmlOin 

of the city attorney dated June 30, 1955, written before Rich­
mond Memorial Hospital had commenced to ope.rate in the 
sense of receiving patients or, indeed, before it had been 
built. 

A. That is correet, sir. It seemed to me that the opinion 
encompasses more than that. 

Q. How in the world could you have told on June 30, 1955 
whether on January 1, 1958 Richmond Memorial Hospital 
would be operating as a charitable institution under the con­
stitution or not~ 

A. I could assume by its ce.rtificate of incorporation. 
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Richard Chatndler. 

Q. Have JiOU examined that document 1 
A. I have not personally, no, sir. 

page 305 ~ Q. If you go by that document there can be no 
possible doubt as to its tax exempt status. 

A. I relied on my legal advice. 
Q. But you state no legal advice was had after June 30, 

1955. 
A. No, sir, but I am sure the city attorney is kept apprised 

of deve1opments after that date. 
Q. Did you request any other opinion 1 
A. No, sir. It was under litigation from that point on. 

Mr. McGuire: Your Honor, I object to a:ny further ques-
tioins along this line. It is my personal opinion that Mr. 
Chandler has discharged his duties correctly. This examina­
tion appears to be addressed to the principle that M.r. Chand­
ler has not properly discharged his duties as the assessing 
officer. Whether he has or not does not alter the fact these 
hospitals have been assessed a:nd has no relevancy to the 
question of whether or not they have been properly assessed. 
I am certainly willimg to take, before this court or any­
where e,lse, the responsibility for the assessment of these 
hospitals. I think that is where the responsibility properly 

lies. Mr. Chandler sought the advice of the city 
page 306 ~ attorney, which is the only place he has to seek 

it, and that is the advice he got, that these hos­
pitals are taxable in our opinion. I do not think Mr. Powell 
should examine Mm further along this line. 

Mr. Powell: I would make the observation that the law 
impose·s the duty of making the assessments on the city tax 
assessor, the gentleman on the stand. The law does not 
impose that duty ,on the city attorney. 

Mr. McGuire: The law imposes a duty on the city at­
torney to advise all the officers of the city in regard to their 
duties. 

Mr. Powell: I think the testimony speaks for itself, Mr. 
McGuire. At the moment I am going to pursue ainother 
line. 

By M.r. Powell: 
Q. Mr. Chandler, did the city attorney ever give you any 

advice as to how to determine whether or not an institution 
opera.ting in the City of Richmond under your jurisdiction 
was a charitable institution entitled to this tax exemiption 1 

A. We have v;olumes of opinions and we have a massive 
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Richard Chandler. 

op1mon, the genera.I opinion written in 1955. I forget the 
number, but it covers exemptions in general and, of course, 

any questiorn we have we naturally would seek 
page 307 r the advice of the city attorney and request a 

formal opinion. 
Q. Tell us what factors you consider to be relevant in 

making your decision as to whether or not an institution 
is entitled to this exemption 1 

Mr. McGuire: If the court please, those are purely legal 
questions aind I don't think it is proper for Mr. Powell to go 
further with this examination, which has nothing to do with 
the question of law before this court. I cannot sit here with­
out ,objection and allow Mr. Powell to continue to examine 
Mr. Chandler in this manner. 

Mr. Powell: It seems obvious to me the taxpayers a.re 
entitled to know the criteria or standards used by the tax 
assessing authorities to decide this question of mixed fact 
and law. Essentially it is a question of fact. \Ve have been 
here all week putting in the facts. Here is the gentleman 
responsible for the assessment and I think these litigaa1ts, as 
well as the public, are entitled to know what the criteria are 
01n which he relies. 

Mr. McGuire: I have referred Mr. Powell to opinion No. 
1323 issued late in 1955, which representefl the 

page 308 r best judgment the city attorney was capable of 
and the best attempt the city attorney's office 

could make to give the general standards a,nd explain, as 
well as the city attorney could, what the city attorney thought 
these constitutional and statutory provisions meant with 
reference to all of the then decisions of the Court of Appeals. 
Your Honor knows, as any lawyer "must know, each indi­
vidual case has to stand on its own feet and there is no "\vay 
for Mr. Chandler to sit there in the witness stand and tell 
this court in general what the criteria are. 

I don't think it is· proper examination, and I am going to 
ask the court to rule on my objection before it is allowed to 
be continued. 

The Court: I certainly think-of course the 0ourt under­
stands that the city assessor is go:iing to be governed by the 
opinion of the city attorney's office. On the other hand, I 
think Mr. Powell has a right to question the witness as to 
his methods used to reach the assessment he has ,on this 
particular parcel of real estate and for that reason I think 
his li~e of questioning is proper, Mr. McGuire. 
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Richard Chandler. 

M.r. McGuire: We except to the courts' ruling. 
page 309 ~ Mr. Powell: Would the reporter read the last 

question? 

Note: The question was read by the reporter as fo11ows: 

''Question: Tell us what factors you consider to be 
relevant in making your decision as to whether or not an in­
stitution is entitled to this exemption?" 

A. From his prior opinions and, ·of course, we attempt to 
see if anyone who requests exemption falls under the provi­
sions of Section 183 of the constitution or 58-12 of the Gode. 
If they do not clearly fall under it and there is reasonable 
doubt, then we request the city attorney's office for an in­
terpretation to guide us. 

By Mr. Powell : 
Q. If there is any doubt you .request an opinion 1 
A. Yes, sir. Iin the case of a college ·or charity, it seems 

to me the constitution clearly provides that would be exempt, 
but in a borderline question, if you would question it, I ·would 
feel inadequate to answer it and seek the city attorney's 
advice. 

Q. Do you have anything you look for to see whetlrnr or 
not a non-stock, non-profit corporation in the categ0rries listed 
in Section. 183 ( e) of the constitution. is or is not entitled to 

this exemption.1 
page 310 ( A. I have never had the opportunity to in-

. vestigate one. 
Q. You have been making these assessments against some 

and not against others without any criteria whatsoever~ 
A. We try to go by the provisions of the code and the con­

stitution. There again, in this case, that was investigated. 
Q. Investigated by whom 1 
A. By Mr. Rountrey, I believe. The files indicate we 

checked each of the hospitals at that time. I don't know 
what criteria he used. I doin 't know what conversations went 
on at that time? 

Q. I know you are a busy public official and I imply no 
person.al criticism ·of you whatsoever. I trust you understand 
that1 

A. Yes, sir. 
Q. You say you have been in office two years 1 
A. Yes, sir. 
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Q. You have been in office two years and during that time 
you have established no criteria for determining whether or 
not non-stock, non-profit corporations listed among the 
categories in Section 183 ( e) are or are not entitled to tax 
exemption. Can you answer that question yes or no 7 

page 311 r Mr. McGuire: I don't think that is a proper 
question for the reason it is impossible, obviously, 

for anyone to have established criteria by which to determine 
whether these various corporations would fall within the 
dozen different categories in the constitution. 

Mr. Powell: If he will answer the question, I will follow it 
up. 

A. We would use the criteria set out in Section 183(e). vVe 
have been constantly cautioned that each case that would 
come before us for examination ·would have to stand upon 
its ow;n feet regarding the set of facts in each case, as to 
whether it is entitled to exemption. Now y;our question is 
have I set up any criteria for determining whethe,r a hospital 
was qualified for exemption, and I believe I would wait until 
the hospital requested exemrption from me and then deter­
mine whether it would, and I would probably seek the clity 
attorney's advice again. 

Q. And although you agree each case must stand on its 
own feet and must stand on its own independent facts, you 
have also testified you have made no investigation of any of 
these facts concerning each of these hospitals 7 Is that cor­
rect 7 

A. That is comect, inasmuch as we had already 
page 312 r received the advices ·of the city attorney on it. 

A. Yes. 
Q. That was in 195p7 

Q. Do you know whether ·or not the Retreat for the Sick 
Hospital is taxed under Section 183 ( e) of the constitution 7 

A. I believe it is exempt under it. 
Q. Do you know whether it is taxed or exempted by your 

office? 
A. Our records indicate it is exempt. 
Q. vVhat are the ,reasons for exempting it f.or the year 

1957-'587 
A. The ·only thing we have in our files is that question 

came up during the old board of review and was recorded in 
a set of minutes which has since been destroyed. 
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Q. When did the old hoard of review go out of office? 
A. January 1, 1954. 

Mr. McGuire: I think he means the old board of. asses­
sors. 

A. I beg your pa.rdon. I meain the board of assessors. 
Q. So your files contain no information since 1954? 

A. Except the investigation the previous as­
page 313 r sessor made in the latter part of 1954 or in 1955. 

Q. What facts or criteria were deemed con­
trolling in 1954 to entitle the Retreat for the Sick to exemp­
tion? 

A. The provisions of the constitution, I would imagine. 
Q. What provisions? 
A. Section ( e). . 
Q. ~That language in the provision? 
A. Whether it was operated-
Q. Exclusively as a charitable institution? 
A. No, sir. I will read it to you. That's right-not 

operated for profit but exclusively for charity. It has been 
held exempt since its inception. 

Q.- Do you know what percentage ·of patients at the Re­
treat for the Sick were charity patients at any time since 
1954? 

A. At one time it was 10%. 
Q. Do you know what percentage of patients at Richmond 

Memorial Hospital were charity patients at any time since 
1954? 

A. No, sir. 
Q. Do you ·know what percentage ·of patients at the Rich­

mond Eye Hospital vvere charity patients at any time since 
1954? 

A. No, sir. 
page 314 r Q. And I assume you do lllOt know with refer-

ence to the Richmond Community Hospital~ 
A. I may have it. I would have to· refer to the files. I 

would have to refer to each one. 
Q. Is the percentage of charitable patients the controlling 

factor in cases where you have made no investigation whatso­
ever? 

Mr. McGuire: I think that is a question 1of law. 
Mr. Powell: · I think so, too, but I am trying to fillld out 

what this office does, if anything, in these cases. 
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A. At the tim1e the investigation was ma.de I don't kinow 
if they used the percentage of charity patients or not. ·.If 
the question of any one of these hospitals would come before 
me to qualify for exemption, I would seek the advice of the 
city attorney. 

Q. Unless someone raised the question, you would go ahead 
and assess them the same way they were assessed in previous 
yea.rs~ 

A. Yes, sir. 
Q. V\That percentage of services rendered by the YMCA 

is free service~ 
A. I don't know. 

Q. Do you have any data on the YMCA or the 
page 315 ~ YWCA~ . 

A. Mr. Powell-
Q. State whether or not they a.re tax exempt~ 
A. They are tax exeinpt unde.r the constitution. 
Q. The same provision we a.re discussing here, · Section 

183(e)~ 
A. They are spelled out by name. 
Q. Doesn't the statute also say they must be operated 

purely as a charity~ 

Mr. McGuire: If the court please. I don't think that 'has 
any relevaincy to these two cases. They are entirely different 
classifications. · 

The Court: It is a question ·of law. 

By Mr. Powell: 
Q. I would like to know why the YMCA and the YWCA 

were exempted from taxation. Do you consider they do not 
have to be operated as charitable institutions 1 

Mr. McGuire: That is a pure question of law. · 
Mr. P.owell: It may be a question of law but I would like 

to know why the city assessor taxes some institutions under 
183 ( e) and doe's not tax others. 

J\fr. McGuire: I object to the question because it is a 
pure question of law and because it is ir.relevant 

page 316 r to the controversy before the court here. I don't 
think Mr. Chandler ought to be ma.de to go into 

that. 
The Court: I think the witness can respond to the question 

if he knows. If he does not know he can say so. It is a 
question of law. 
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Note: The ·last question was read by the reporter, as 
follows: 

''Question: I would like to know why the YMCA and 
the YWCA were exemipted from taxation. Do you consider 
they do not have to be operated as charitable institutions.'' 

A. I have been guided somewhat by legal opinions. I 
believe the Supreme Court has ruled they are exempt whether 
they rent out parts of their buildings to members or rnot. 

Q. You are thinking about the Lynchburg case, but that 
doesn't answer my question. Do you know why they have 
not been taxed in the City of Richmond~ 

A. Yes, sir, because they fall under Section ( e) and be­
cause of the previous cornmunicatio:ns and opinions we have 
had from the city attorney. 

Q. Have you considered whether or not the YMCA and the 
YWCA are operated as charitable institutions¥ 

A. To be frank, I have not considered that particular point, 
no, sir. It seems somewhat removed, after we 

page 317 ~ .receive so many communications they were 
exempt. 

Q. Are you familiar with the Virginia Diocesan Home 
located at 1621 Grove Avenue¥ 

A. No, sir. Is that the Virginia Methodist Home¥ 
Q. The Diocesan Home. 
A. No, sir, I am afraid not. 
Q. You don't know whether it is taxed or not~ 
A. No, sir, I do not. 

"Q. You don't know whether the patients in that home pay 
for their care ·or not? 

A. No, sir. There again, I would have to refer to the 
records. It is difficult to recall one out of 60,000 parcels. 

Q. Do you know whether Richmond Community Hospital 
is taxed or not? 

A. I believe you asked me that before. I asked them to 
pull the cards on Richmond Community Hospital and they 
indicate they are non-taxed and have been so since the in­
ception of the assessor's office, which 'was 1935, I believe. · 

Q. Do y•ou know whether or not it was disclosed by your 
:file whether or not that hospital operates exclusively as a 
charity institution? 

·"- A. The records indicate it was investigated by 
page 318 ~ the old board of assessors. I don't know whether 

they brought in any opinion on it. When I left 
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the office downstairs most of the records had been destroyed 
or at least we couldn't find them. 

Q. When we are taking the noon hour recess I would like 
you to check on the Richm1ond Community Hospital, the 
Y,WCA, the YMCA and the Retreat for the Sick. 

Mr. McGuire: I think it is ·reasonable for Mr. Powell 
to ask for Retreat for the Sick mnd Richmond Community 
Hospital, but I don't think the Court should make him bring 
the files on the YMCA, which is an entirely different proposi­
tion. 

Mr. Powell: I would like to look a:t them. I have no idea 
whether there will be anything in there which seems to be 
relevant. 

The Court: If he has a file on the YMCA I see no reason 
why he should :not produce it. 

M.r. Powell: Allld we may examine the file? 
The Court: Yes. 

By Mr. Powell: 
Q. Didn't you say Mr. Rountrey made a report in 1955 ~ 
A. Made an investigation, I believe. 
Q. We would like to see the report or the results of that 

investigation. 
page 319 ~ A. Actually a lot of this, as you can under­

stand, has not been reduced to memorandum form 
and kept in the files. 

Q. I would like to ask you two or three more questions. I 
wish you would listen carefully to certain facts which regard 
to the evidence in this case and tell me whether or not you, 

'as city assessor of Richmond, have known about or con­
sidered any of these facts in assessing taxes -on the two 
hospitals here in controversy: 

"Whether or not these hospitals a.re open or closed staff 
hospitals. 

Whether or not the fUlllds for these hospitals were generated 
by contributions fl'om the public, and state and federal funds. 

Whether or not the hospitals conduct educational activities 
which enure to the benefit and health of the entire com­
munity. 

Whether or not all patients who apply are served. 
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What percentage of patie111ts are free in whole or in part, 
in each of these' hospitals. 

"\Vhat contracts with public authorities under SLR pro­
grams or welfare programs these hospitals have. 

Do you kno>v anything about any of these facts with .re­
spect to either one of these hospitals 1 

page 320 r A. I didn't personally look into those facts. I 
was under the impression most of that was given 

to the city attorney's office. 
Q. In 19551 
A. Yes. 
Q1

• But that is a, guess Oiil your part? 
A. That is certainly a guess on my part. 
Q. Do you know any of those facts with respect to the Re­

treat for the Sick and Richmond Community Hospital? 
A. No, ·sir, I do not. 

Mr. McGuire: I think the record should show counsel for 
the city does not think all those things which Mr. Powell 
has stated to Mr. Chandler are facts established by the evi­
dence. 

Mr. Powell: There has been testimony 0111 all of them. 
That will he for the court to decide. 

Mr. McGuire: I agree with that. I wanted it undersfood 
I do not admit them all. 

By Mr. Haw: 
Q. I have 'One question in regard to the Richmond Eye 

Hospital. Do you have an opinoin with regard to the tax 
status of the Richmond Eye Hospital? 

A. Yes, sir. 
Q. What was the date of that? 

A. December 23, 1952. 
page 321 r Q. Would you be good enough to file a. copy of 

that with your evidence 1 , 
A. I don't have a copy of it. All I have it this bound 

volume. 
Q. That will be all right. 
A. All I have is this. I thilllk the original opinion has 

probably since been destroyed. · . 
Q. Would you be good enough to have that copied and filed 

as your exhibit? 
A. Yes, sir. 
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Note: Copy of opini·on No. 1198 dated December 23, 1952, 
addressed to Robert L. Saville, Chairman, Board of Real 

Estate Assessors, was marked Chandler Exhibit No. 2 and 
filed. 

By Mr. Haw: 
· Q. Do your record show any investigations were made in 

regard to the Richmond Eye Hospital beyond the statement 
of the charter provision which is referred to i:n that letted 

A. Do I have any knowledge of it? 
Q'. Do your files show any investigation of facts beyond the 

charter provision. I am ref erring to the charter provision 
which wa,s quoted in the opinion ref erred to. 

A. I .haven't checked my files, but to my personal knowl­
edge I would imagine the investigation on our 

page 322 r part stopped a.t this point. 

CROSS EXAMINATION. 

By Mr. McGuire: 
Q. ·Mr. Chandler, have you yourself, since you have been 

in 1office a.s assessor of real estate for the City of Richmond, 
received any communication from or had any conversation 
with the city attorney or any of his assistants a bout the Re­
treat for the Sick Hospital or Richmond Memo.rial Hospital 1 

A. We are looking for that now, sir. Since I took .office? 
Q. Yes, sir. 
A. I don't recall any but we a.re looking. It is hard for 

me to recall all communications and . conversations.· 
Q·. You don't recall any communications or conversations 

about eithe.r of those two hospitals?· 
A. No, ·sir. I don't know if Mr. Blackwell has found any­

thing on .it yet or not, but apparently not. 

Mr.· Powell: Your Honor, this witness may be ·excused 
subject to our recalling him if, after looking at the records 
during the lunch hour, we think it is necessary. · 

"Vitness · st•ood aside. 

page 323 'r E. GLENN JORDAN, 
a witness called by the Ric1hmond Memorial Hos­

pital and the Richmond Eye Hospital, after being duly sworn, 
testified as follows : 
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DIRECT EXAMINATION. 

By Mr. Powell: 
Q. Please state your name and official position with the 

city1 
A. E .. Glenn Jordan, Commissioner of Revenue for the City 

of Richmond. 
Q. Mr. Jordan, a.re you familiar with the subject matter 

of this litigation? 
A. I didn't get the question. 
Q. Are you farna.Iiar with this case and what it involves? 
A. Yes, sir, I am. . 
Q. Do you have any responsibility for taxes which are as­

sessed against these two hospitals? 
A. Not the real estate ta..'I:, no, sir. 
Q. Have any tangible personal property ta..'l:es been as­

sessed against either one of these hospitals by your office? 
A. No, sir. 

Q. So you have nothing whatever to do \vith 
page 324 r this litigation? 

A. No, sir. 
. . 

CROSS EXAMINATION. 

By Mr. McGuire: 
Q. Mr. Jordan, have y1ou ever asked the city attorney 

whethe.r or not in his opinion the tangible personal property 
or the infangible personal property of these hospitals was 
exempt from taxation? 

A. No, sir, I have not. I have inquired of the State Tax 
Department and the corporation department over there-Mr. 
La.ke who is delegated to look after .the C'orpo.rations which 
are subject to tax-and he was of the opinion, a.s I myself 
am, they qualify under Section 15-12 of. the State T'ax Code 
and a.re exempt from taxes. I concur in that amd for that 
reason I did not ask for any opinion. 

Q. I assume that was with ref ere nee to intangible persona.I 
property taxes? 

A. Intangible and tangible, also. 
Q. You asked Mr. Lake about the tangible, too? 
A. Yes, sir. 
Q. But you have not discussed the ma.tte.r with the city 

attorney~ 
A. No, sir. 

Witness stood aside. 
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page 325 ~ A. CHURCHILL YOUNG, JR., 
a witness called by the, City of Richmond, after 

being duly sworn, testified as follows: 

DIRECT EXAMINATION. 

By Mr. McGuire: 
Q. Please give your name and residence. 
A. A. Churchill Young, Jr., 207. Lock Lane, Richmond. 
Q. What is your occupation, Mr. Young?, 
A. I am President of E. M. Todd Company, lncorporated, 

and He.rmitage Ice arnd Storage, Incorporated. 
Q. Have y;ou any connection with the Crippled Children's 

Hospital in Richmond? 
A. Yes, I, am Vice President of the Crippled Children's 

Hospital. · 
Q. Are you a member of the Board of Directors? 
A. Yes, sir. 
Q. Do you know what sort of corporation operates that 

hospital? . 
A. A non-profit corpo.ration. 
Q. Do you krnow wha.t sort of patients are admitted? 
A. Children, free patients, that 0ome for deformities and 

patients who have had polio-children from the 
page 326 r State of Virginia. 

Q. Are any of those children or their parents 
charged for the services provided by the hospital? · 

A. No, sir. 
Q. 'Vlmt physicians and surgeons are on the staff of the 

hospital? I don't mean to name them, but tell generally 
who they are. 

A. Dr. Tucker, Dr .. Jim Tucker, is the head ,of the surgeons 
and all of them that operate out there in the different de­
partments give their services. There is no charge. 

Q'. No ,charge by any physician or surgeon on the staff? 
A. No, sir. 

· Q. Have you any literature or pamphlets which show 
generally the facts concerning Crippled Children's Hospital? 

A. Yes, sir. You have some of them there. 

Mr. McGuire: If other counsel have no objection, I should 
like to off er these three pamphlets or circulars in evidence 
as Exhibits Young Nos. 1, 2 and 3. 

Note: The three pamphlets offered by M.r. McGuire were 
marked Young Exhibits Nos. 1, 2 and 3, and filed. 
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page 327 ~ By Mr. McGuire: 
Q. Mr. Young, do you know what is approxi­

mately the capacity of the Crippled Children's Hospital? 
A. Yes, sir. It has around 100 beds, approximately. 

CROSS EXAMINATION. 

By Mr. Hunton: 
Q. Mr. Young, what is the source of income from which 

the hospital is operated 1 
A. From the gifts received on Donation Day and from the 

income received from the fund which the hospital has built 
up through the years from gifts, legacies and that type of 
thing. 

Q. Don't you receive any money from the federal govern-
ment 1 

A. From the federal governmient 1 
Q. Yes, ·sir. 
A. Not that I know of. 
Q. Do you receive any money from the Child ·vr elfare 

Care Program~ 
A. We get some little through the state occasiona.lly on 

some of the patients that are sent by them. , 
Q. Do you have any contracts under these 

page 328 ~ state and local health programs' 
A. Not that I know of, Mr. Hunton. I wouldn't 

say that isn't so but I would like to say that I am the Vice 
President ·Of the board and have been on the board for six 
·or seven years. Mr. Gordon is President allld he is away. 
I have not come prepared, I did not know that I should be 
prepared to give the information' as to the corporate setup 
and the data that possibly you may want to ask some ques­
tions -a.bout. 

Q. So you don't know whether there are any funds from 
the federal government 1 .. . 

A. We get some from deN em ours, which. is given the polio. 
Of course, in the past few yea.rs fortunately due to the Salk 
vaccine and what have you, the polio patients have gone 
down so our income from that is down. We get some from 
the state from Dr. Gardner, I think is her name, who is in 
charge of sending them, but that is relatively small. 

As a matter of fact, our expenses are around $360,000.00 
in the year and we were close to $40,000.00 in the red and 

' I 
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WRV A put on this radio appeal at Christmastime which 
helped us, although we are still about $15,000.00 in the red 
for last year's operations, which has been made up out of our 
working capital. 

Q. Isn't there a direct appropriation from the 
page 329 r State of Virginia to Crippled Children's Hos­

pital~ 
A. Frankly I don't think so, Mr. Hunton, but I cannot say. 

I may not be right irn that. I just did not come prepared to 
answer all questions of that nature: 

Q. Did I understand you to say that there were no charges 
made to the patient for the services~ 

A. That's right. 
Q. Do you all investigate as to whether they are able to 

pay or not~ 
A. No, sir. We take the children when they come. There 

is some investigation, I am quite certain, a.s trO whether they 
need to come, but that is the extent that the hospital in­
vestigates. 

Q. So even a child whose parents are able to pay, there is 
no charge made~ · 

A. That's true, if such a child comes out there, there is no 
charge for any of the children. 

·witness stood aside. 

page 330 r Mr. Povvell: At this time, Your Honor, in the 
light of the evidence in this case on behalf of the 

Richmond Memorial Hospital, I would like to state on the 
record that we feel that not only is this hospital entitled to 
the exemption under Section 183 ( e), of the constitution for 
all of the grounds we have argued to this court, but it now 
appears from the undisputed testimony that there has been 
a failure to comply with the statutes of Virginia with respect 
to equalization of assessment. I refer to Section 68-1145, 
which refers to one of the grounds ·of the proceeding with 
respect to which the litigant has the burden of proof, and 
that is to show whether or not the assessment was uniform 
in its application. If Your Honor please, it is perfectly 
man if esit from the testimony in this case there can be no 
uniformity whatever in the app1ication of this tax assessment 
and there has been no uniformity in the application of taxes 

·on institutions within the· ciategory specified by Section 183 
of the constitution. 
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I would like to put the city attorney ,on notice 
page 331 r that while we have not had an opportunity· since 

the ca·se commenced, we reserve the right to con­
tend not only that the statutes have been violated in that 
respect, but also that our hospitals have been deprived of 
their property contrary to the constitution, both of Virginia 
and .of the United States, with respect to the requirement 
of equality in the assessment .of taxes. That is an entirely 
separate ground from the basic ground upon which we relied 
and upon which we still rely, and that is that we are entitled 
to full exemption under Section 183 ( e). 

Mr. McGuire: Mr. Powell is entitled to argue any legal 
principle he thinks applicable, if he cares to do so. I would 
like to ask wherein lies the inequality. I assmne he is re­
ferring to the failure ·of the city to assess Retreat for the 
Sick and Richmond Community Hospital. He may perhaps 
have other reasons. 

Mr. Powell: That is only a part ·of it. It vvas very evident 
from the tesitimony of the city assessor that the exemption 
accorded by Section 183( e) of the constitution if applied 
in the most haphazard manner and without any factual in-

vestigation as to whether or not one institution 
page 332 r is entitled to it and another may not be entitled. 

I have no idea of the extent to which that applies 
on a city-wide basis. 

I am not unsympathetic to the city assessor's problem and 
yet, from the standpoint of the taxpayer, it is perfectly mani­
fes:t, we submit, there has been no uniformity in the ap­
plication of that provision of the constitution. 

Mr. McGuire: All I wanted at this point was to be sure 
I understood his position. 

Mr. Hunton: In order that the record should be entirely 
clear, may it appear that this is for t~e Richmond Eye Hos­
pital as well as for the Richmond Memorial Hospital~ 

Mr. McGuire : I understand. I believe this is the proper 
tiime for me to say-I think I have already indicated inten­
tion so to do-but I think now is the proper time for me 
to say I again tender and ask that the court admit in evidence 
as exhibits all of the documents which I tendered at the time 
of the heari.ng on the interrogatories in the two cases, except 
the newspaper articles. I have a copy of the order entered 
with reference to Richmond Memorial Hospital and the order 

entered with reference to the Richmond Eye Hos­
page 333 r pital is, identical as to this part. I think perhaps 

I had better read from this order the list of docu-
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ments which the court rejected at that time, so it may be 
clear just what I am now offering. 

1. Certified copies of the interrogatories propounded by 
the City of Richmond and the amswers thereto filed by the 
Richmond Eye Hospital in the case the.rein pending by Rich­
mond Eye Hospital for correction of erroneous assessment 
of real es;tate taxes. 

2. Typewritten copies of .the Attorney General's opinions 
of January 14, 1951 and August 21, 1953 in connection, re­
spectively, with Shenandoah County Memorial Hospital and 
Halifax County Hospital. 

3. Letter of December 1, 1952 from the 1State Tax Com­
missioner to M.r. A. G. Howell, Administrator of Louise Obici 
Memorial Hospital, and of letter to John P. McGuire, Jr., 
Esq., of October 28, 1953. 

4. Copies of the application and the order in the case of 
Leigh Memorial Hospital, Inc. v. Norfolk; and Hospital of 
St. Vincent v. Norfolk; and the case of Halifax Community 
Hospital Association, Inc. v. Halifax County. 

page 334 r I may say that the application and order in 
the Halifax County case have already been placed 

in evidence bv Mr. Hunton as Exhibits with Mr. Edmunds' 
testimony and at my .request the transcript of the evidence 
in that case was also introduced. 

Those are the documents, all of which are in that brown 
envelope with the papers in the case. I now renew miy tender 
of those documents and ask that they be admitted as exhibits. 
My recollection of the- court's position at that time, as evi­
denced by a note in the envelope clipped to the Richmond 
Eye Hospital interrogatories, was that the tender was pre­
mature. I now tender those again. 

M.r. Hunton: If Yom Honor please, in view of the fact that 
the record in the, Halifax Hospital Case has already been in­
troduced, it ·seems to me pertinent and I have no ob:iection to 
the introduction of the application and the order in the Leigh 
Memorial Hospital case and the Norfolk case involving the 
Hospital of St. Vincent. 

With reference to the letter from the State Tax Com­
missioner to M.r. A. G. Howell, Administrator of Louise Obici 
Memorial Hospital, a1nd to Mr. McGuire, noted in Item 3, 

I submit they are not admissible in that thev are 
page 335 r letters written by M.r. Morrison, for whom I have 

the highest regard, but he is State Tax Commis­
sioner and has no jurisdicfion in connection with the assess-
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ment of real estate taxes, which is the question here under 
consideration. 

The letters of the Attorney General of January 14, 1951 
and August 21, 1953 again involve the same proposition. The 
Attorney General has no jurisdiction of local taxes whatso­
ever and in addition to that, the evidence in relation to 
Shenandoah Hospital, according to my recollection, is not in 
accord with the facts in this case, whereas in the case of the 
Halifax County Hospital, the court has already decided the 
question there and, as we have shown, the hospital ha.s: not 
been subject to further taxation. 

As to the interrogatories in the case pending in the Chan­
cery Court of the City of Richmond brought by the Richmond 
Eye Hospital, I have no objection to their admission for 
what they may be wo.rth. 

1\{r. Powell: I would like to state the position of the 
Memorial Hospital. As to the interrogatories, I have not 
examined them but I assume they are not being introduced 

insofar as the Richmond Memorial Hospital is 
page 336 ~ concerned. 

Mr. McGuire: No, sir. 
Mr. Powell: I concur in what Mr. Hunton said on M.r. Mc­

Guire's points 2 and 3. Opinions of the Attorney General 
may be used by attorneys in briefs or arguments, but they 
are not proper as evidence in a case, certainly in a case such 
as this where the opinion concerning the Shenandoah Hos­
pital, we are informed, involved an entirely different set of 
facts and there is no evidence to show any similarity to this 
case. The same situation pertains with respect to the tax 
cornmis.sioner's letters and we object to the introduction of 
them. 

I would have no objection to the filing of the certified copy 
of the order of the court in the Norfolk case. Were you 
proposing to intr.oduce the record in the Norfolk case~ 

Mr. McGuire: No, sir. I was not able to obtain the record. 
Mr. Powell: I would have no objection to the filing of the 

application a,nd order. I have never seen the record in that 
case. 

Mr. McGuire: Naturally the only use I intend to make 
of the opinions of the Attorney Heneral and of 

page 337 r the State Tax Commissioner is as authority. I be-
lieve they should be in evidence and I think it is 

entirely proper for them to be in evidence as administrative 
construction by these officers. I will read the letter I wrote 
on the subject last spring to Mr. Hunton. 

(Reading) 
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''I think the opinions of the Attorney General are relevant 
and admissible, since Section 2-86 of the Code of Virginia 
requires him generally to issue opinions .when requested to 
do so by Commissioners of the Revenue, and we kllow it is 
his; practice to advise Commissioners of the Revenue with 
reference to all tax matters both state and local. Furthe.r, 
Section 183 of the constitution and Section 58-12 of the 0ode 
exempt endowment funds as well as real estate, and al­
though real estate has no-w been segregated for local taxation 
the state still taxes intangible personal property. 

''I think the same considerations apply to the ruli,ngs of 
the State Tax Commissioner who by Section 58-33 is required 

to supervise the administration of the tax la\.Vll 
page 338 ~ and to supervise Commissioner of the Revenue 

in regard to state taxes. In addition to Grea,t 
Atlantic and P,a,cific Tea Company v. City of Richmond, 183 
Va. 931, amd Prentic'e Poultry Plant v. City of Richrn.on,d, 197 
Va. 724, the court held or implied that the administrative 
rulings of the State Tax Commissioner, while not binding 
on the City of Richmond in city license tax matters, were 
relevant in cases involving city license taxes. Also, in Rich-
1nond Food Stores v. Richni.ond, 177 Va. 592, the court over 
the objection of counsel for the city, permitted a letter from 
Mr. Mmrissett to counsel to the taxpayer to be used in argu­
ment, and quoted it in the opinion, on the ground that while 
the letter had not been proven in evidence Mr. Morrissett 
was a recognized tax expert and the court would take notice 
of his views, as it would of the views of any text writ.er. 
These cases, as you know, were aU license tax eases but I 
think they are applicable to the property tax cases we are 
no-w engaged in.'' 

page 339 ~ For those reasons, I think it is entirely proper 
for the Attorney General's opinions and the 

State Tax Commiss1ioner 's .ruling to be in evidence and, 
therefore, I ask that th~y be admitted. 

The Court: M.r. McGuire, the letters from the Attorney 
General are not certified as true copies of his opinion and 
the one concerning the Shenandoah Memorial Hospital like­
wise is not certified as a 0opy of the o.riginal. 

Mr. Hunton: We make no point of the absence of certifi­
cation, if Your Hoifllor please. 

Mr. McGuire: Thank you. 
The Court: I am of the opinion that counsel can ref er to 

these letters in his brief but certainly I do not think the:v 
should be received in evidence. Now there is no objection 
to the Hospital of St. Vincent and the Leigh Memorial Hos-
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pita.I papers or the Cha!llcery Court papers, so the court will 
admit those. 

Mr. McGuire: I note an ex~eption as to the· ruling of the 
court on the Attorney Genera.l's opinion and the State Tax 
Commissioner's opinion. 

The Court: I think you can use those in your 
page 340 ~ argument but I do not think tJrny ·should be in the 

record. · 

Note: The documents referred to were marked as Ex­
hibits and filed as follows: 

City Exhibit No. 4 certified copies of interrogatories and 
a.nswers to interrogatories, Richmond Eye Hospital. 

City Exhibit No. 5 decree of Corporation Court, Citv of 
No.rfolk, case of Hospital of 8t. Vi1we1it of Paul v. Norfolk. 

City Exhibit No. 6 decree of Corporation Court, City of 
Norfolk, in the matter of the petition of Leigh Memorial 
Hospital. 

Mr. Hunton: May it please the court, in view of the i11-
troduction of the records in those other cases, I ask leave 
of court at this time to introduce this certified or att.esited 
copy of an order with respect to the .Raiford Memorial Hos­
pital in Southampton County, and of a letter from the Com­
missioner of Revenue to 1\fr. Frazier dated yesterdav ad­
vising that tl1a.t hospital 11as not subsequent to that date bee·n 
assessed for taxation by the county. 

I am putting these in at this, time in o.rder that they might 
follow a.Jong with Mr. M.cGuire's. 

page 341 r I also offer an attested copy of a resolution 
adopted by the Board of Supervisors of Nanse­

mond County on October 1, 1953, to tl1e effect t1ia.t in the 
opinion of the Boa.rd the Louise Obici Memorial Hospital is 
actually and exclusively occupied and used by sajd 11ospital, 
which is conducted not for pro:fit but exClusivelv as· a. charity, 
and such property is exemipt from taxation. The resolution 
also directs the Commissioner of Revenue and the Treasurer 
of NaJ1semond County to treat such property a.s exempt from 
local taxation and that they should carry the said property 
in· their records; a:s exempted property. · · · 

There is attached to this· copy of resolution a letter ad­
dressed to my attention on April 12, 1958 from the Com­
missioner of Revenue of NaJ1semond County to the following 
effect: · · ' · ' · 

''The Na.nsemond County Board· of Supervisors ruled that 
the Louise Obici 'Memorial Hospital :'was· fax'. _exempt and 
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would continue to be exempt as long as it was operated under 
the same conditions as in 1953. There has been no assess­
ment made against the hospital since 1953. '' 

Mr. McGuire: I think I should state to the 
page 342 ~ court in the record that the city's position is 

that no action of that sort by the Board of Super­
visors of Nansemond County caJl have any legal effect. 

Mr. Hunton: I have requested a. similar certificate of the 
Commissioner of Revenue for the City .of Norfolk with re­
spect to the subsequent taxation of the Leigh Memorial Hos­
pital and the Hospital of St. Vincent de Paul. It has not 
arrived. I would like to reserve the right to put it in when it 
has been received. · 

Mr. McGuire: I assume you mean a letter saying smce 
the decision in those cases they have not been assessed? 

Mr. Hunton: That is my understanding. 
Mr. McGuire: All right. 

Note: The documents offered by Mr. Hunton were marked 
as exhibits and filed, as follows : 

Petitioners' Exhibit No. 1: Copy of resolution of Boa.rd 
of Supervisors of N ansemond County October 1, 1953, and a 
letter of April 12, 1958 from Willie H. Rountree, Oommis­
sioner of Revenue of Nansemond County, to Eppa Hunton, 
IV. 

Petitione.rs' Exhibit No. 2: Letter dated Jan­
page 343 ~ uary 21, 1959, from Franklin Edwards, Co11rn­

missioner of Revenue of Southampton County, to 
Harry Frazier, III, relating to assessment of Raiford 
Memorial Hospital. 

Petitioners' Exhibit No. 3: Copy of letter of November 
2, 1948, from F.ra.nklin Edwards, Commissioner of Revenue 
of Southampton County, to .Judge John K. Hutton, and an 
order of November 5, 1948, correcting erroneous assessment 
of taxes on Raiford Memorial Hospital. 

Petitioners' Exhibit No. 4: Letter dated January 22, 1959, 
from W. R. Moore, Commissioner of Revenue of Norfolk, 
Virginia, to Harry Frazier, III, relating to assessment for 
taxation of Leigh Memorial Hospital, Norfolk General Hos­
pital and de Paul Hospital. 

EVELYN HEATH, 
a witness called by the City of Richmond, after being duh· 
sworn, testified as follows : • 
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DIRECT EXAMINATION. 

By Mr. McGuire : 
Q. Miss Heath, would you please give your 

page 344; r name and residence 7 . 
A. Evelyn Heath, 1008 East Clay Street, Rich-

mond, Virginia. · 
Q. What is your occupation 7 
A. I am Administrator of Sheltering Arms Hospital. 
Q. Miss Heath, do you know what sort of corporation 

operates that hospital~ 
A. Non-profit corporation. 
Q. What is the capacity of the hospital~ 
A. We have 72 adult beds and 7 children's beds. 
Q. Is that hospital in the City of Richmond 7 
A. Yes, sir. 
Q. What sort of patients do you admit to Sheltering Arms 

Hospital? 
A. Medically indigent patients. They are all free patients. 
Q. Do you receive some monies from the City of Ric.hmond 

for taking certain city patients for which the city is respon­
sible? 

A. vV e receive some monies from the state and from 
various counties. We have contracts with about 30 coumties 
in Virginia and also the City of Richmond, the SLR contracts, 
but they are very few cases. 

Q. ·what proportion of your cases would you say are city 
contract patients 7 

page 345 r A. For instance last year we received $79.00 
from the City of Richmond. That was the last 

fiscal year. From the counties we received $2,574.08. 
Q. Do you know how many patients that represented 7 
A. No, sir. 
Q. What is your regular source of income? 
A. Essentially the same as Crippled Children's Hospital. 

We have an endowment fund which has been built up iover the 
years through bequests and legacies. Part of our income 
is de.rived from that and from Donation Day. . 

Q. Does She-Itering Arms Hospital make ainy charges at all 
to the -patients themselves~ 

A. No, sir. . . . 
Q. What physicians constitute the staff of Sheltering- A:ru:ns 

Hospital~ I don't mean to name them, but generally who 
are they' · 
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A. All the recognized and reputable physicians in Rich­
mond are on our staff. 

Q'. Do they charge for their services at Sheltering Arms 
Hospital? 

A. They do not. 
Q. Have you amy literature, any pamphlets or circulars 

or. brochures you use to give the facts about Sheltering Arms 
Hospital? · 

A. Yes. 

page 346 r Mr. McGuire: If other counsel have no ob­
jection, I would like to off er these in evidence as 

exhibits. 

Note: The pamphlets offered by Mr. McGuire were marked 
as exhibits and :filed, as follows: 

Heath Exhibit No. 1: Booklet entitled ''Sheltering Arms 
Hospital, 1008 East Clay Street, Richmond, Virginia.'' 

Heath Exhibit No. 2: Booklet entitled ''Dreams Do Come 
True.'' 

CROSS EXAMINATION. 

By Mr. Hunton: 
Q. Miss Heath, I think you said that you receive payment for 
city patients: unde.r this SLR program? 

A. Yes, we do. 
Q. And approximately how much was that last year? 
A. $79.00. 
Q. What percentage of the beds was occupied last year? 
A. 63%. 
Q. So that you have facilities available for more patients 

than you are taking care of? 
A. We did last year, yes. 

page 347 r Q. Hasn't' that been true for a good many 
years? 

A. Yes, it' has been. I have been at Sheltering Arms for 
going on five years and it has been about that way ever srince 
I have been there. 

Q. You also receive help toward your operation in services 
other than those of the physicians, do you not? · 

A. Yes, we do. 
Q1

• As a matter of fact, aren't ·some of your tonsil /and 
adenoid cases, aren't they taken care of by the Richmond 
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Eye Hospital 1 
A. Yes, they have been. We have 'not been able to get them 

on our schedule. 
Q. And no charge is made by Richmond Eye Hospital T 
A. No, sir. 
Q. And a great deal of your laboratory work is taken care 

of at the Medical College <>f Virginia 1 
A. They give us a reduction in what the laboratory costs 

are. 
Q. Fiora great many years it was done without charge, was 

it noU 
A. I don't know. w· e have paid since I have been at the 

hospital. 
Q. How much is that reduction 1 

A. 50%. 
I page 348 r ·Q. Do you make an investigation as to a 

patiEilnt's ability to pay before a patient is ad-
mitted? , 

A. Yes, we do. All ·of our patients a.re ~dmitted by ap­
plication. The.re is :financial data on the applieation, the 
doctor has to sign the application saying he thinks the patient 
is a candidate for Sheltering Arms, they have to list the 
number in the family and the salaries, and we have am a.p­
plication 's committee on our .board ·which goes over these 
applications and decides who is acceptable a:n.d who is not. 

Q. Do you take any part pay patients 1 
A. No, sir. 

"\Vitness stood aside. 

DR. GUY W. HORSLEY, 
a witness called by the City of Richmond, after being duly 
sworn, testified as follows : 

DIRECT EXAMINATION. . . 

By Mr. McGuire: 
Q. Doctor, please give your •name and res1-

page 349 r dence. . . 
A. Guy W. Horsley, Three Chopt Road, R-ich-

mond, Virginia. ' 
Q. "\iVb.at is your occupation or profession 1 
A. Surgeon. 
Q. Y,ou are connected, I think, with St. Eliza.beth's Hos­

pitaH 
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A. Yes. 
Q. That is a private hospital, isr it not? 
A. Yes. 
Q. Operated by a private stock corporation 1 
A. Operated by a corporation, yes. 
Q. Is the corpo.ration or the stock in the eor'poration o-wned 

wholly . or jointly by the staff of the hospital~ 
A. Yes. 

Mr. Hunton: I object. I don't know what the relevancy 
can possibly be ·of the ownership of the stock of the corpora-
tion. . 

Mr. McGuire: I wanted to show this was a private hospital 
and I wanted to show the purpose for which it was organized. 

Mr. Hunton: \Ve admit St. Elizabeth's is a private hos­
pital operated by a corporation, organized for profit. 

The Court: I see no objection to it. 

page 350 ~ A. All except one person, who owns stock, and 
that is a widow of an ex-staff member. 

By Mr. McGuire : 
Q. What is your connection with the hospital 1 
A. Pres~dent .of the corporation. 
Q. And you are one of the stockholders T 
A. One of the stockholders. 
Q. Would you briefly describe the organization of the 

medical and surgical staff ·of the hospital~ 

Mr. Hunton: Your Honor please, I don't see the relevancy 
of the organization of the medical and surgical staff of this 
private hospital and I object on that ground. 

Mr. McGuire: The chief purpose of calling Dr. Horsley 
is what I have sita.ted. I want Dr. Horsley to tell the court 
what is the primary purpose of the establishment and opera­
ti·on of such a hospital as St. E.lizabeth 's. That is the pur­
pose of this examination and I think it is entirely relevant. 

The Court: I think it is, Mr. McGuire. I will let him 
answer the question. 

Mr. Hunton: Note an exception. 

A. Well, St. Elizabeth's Hospital was founded 
page 351 ~ in 1912 by my father. At that time there were 

very few available hospital beds, so I aim told, 
and three hospitals were built within a year of each other. 
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By Mr. McGuire: 
Q. What hospitals were they~ 
A. Grace, Stuart Circle and St. Elizabeth's. 
Q. All right. Go ahead. 
A. They were built, according to my understanding, be­

cause those doctors had no place to send their patients amd 
it was built as a facility for their patientsi. 

Q. Is it operated for the same purpose today? 
A. Still is operated for the same purpose. 

Mr. Powell: Your Honor please, I would like to ask the 
attorney for the city to state the purpose of adducing evi­
dence with respect to privately owned stock hospitals here 
in Richmond. ~Te know he has subpoenaed ,other doctors and 
I would like to know what the purpose or relevancy of evi­
dence as to the stock hospitals may be in this litigation, sir. 

The Court: Mr. Powell, I think Mr. McGuire will attempt 
to show by this witness the type of hospital being operated 
and that they also do a certain amount of charity work, even 
though it is a stock corporation. That is what I am sur­
mising at this moment. I have allowed counsel on both sides 

a good deal of latitude in the case because of the 
pa.ge 352 ( nature of the case as a whole. I think you may, 

have some grounds for objection later, but I see 
no objection to the question at the moment. 

Mr, Powell: The reason I would like to make myself clear 
is I foresee that if Mr. McGuire puts on the heads of the 
fine stock hospitals we have in Richmond it is going to be 
necessary for Mr. Haw and Mr. Hunton and me, in the 
presentation of our cases, to probe very fully into the man­
ner in which they ,operate. Aside from the fact that is going 
to be an inconvenience and embarrassment to these gentle­
men to have to disclose the opera.ting facts and figures of 
private hospitals, it will take a lot of time of the court and I 
submit it is not relevant to a case involving Section 183 ( e) 
of the constitution. 

The Court of Appeals held in the Danville Hospital case, 
·where a tort litigation was inviOlved and the hospital tried 
to contend it was entitled to charitable status for tort pur­
poses because it accepted some charity patients, as all hos­
pitals do, Your Honor, yet the Court of Appeals held that 
since it had elected to do business through the form of a 

private stock corporation, that was the complete, 
page 353 r amswer. It was immaterial and unnecessary to' 

examine into anything ~lse. The non-stock pro-
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visions are available to all; the profit provisions of the code 
are available for all. I think it is fair for the city attorney 
to bring in any and all of the non-stock hospitals in the 
State of Virginia but if we are going to start exarrrnining the 
private hospitals, I can see no end to where we ,will go. 

The Court: I can assure you I am not going to let counsel 
go into the operation of a private corporation except in a 
general way, and I am going to restrict his questions· as to 
the pereenta.ge of charity patients they treat and the ap­
proximate percentage of services given free, and he can go 
no further. 

Mr. Powell: I want to be fair to Dr. Horsley and these 
other doctors. If they go into testimony about their charity 
patients, I expect to call on them to produce the same records 
and details we showed for Retreat for the Sick,-total in­
come,, total expenses, what percentage is charity and in what 
category. I don't want to go into that, but if it is relevant 
to the case, of course, we have to do it. Yet it is not fair 

for . the hospitals before this court for some 
page 354 ~ generalizations to be put in the record unless ·we 

can prove the true facts and circumstances, and 
for that reason we object to any testimony from these private 
hospitals for that reason, if the purpose of introducing it is 
as the city attorney has stated. 

Mr. McGuire: I don't propose to ask Dr. Horsley or any 
of the other gentlemen about their charity patients. I had 
just about asked Dr. Horsley all I was going to ask him. 
I want to show the purpose for which these hospitals are 
established and maintained. Of course, I don't mind telling 
Mr. Powell that I expect to argue tha.t the Richmond Me­
mo.rial Hospital and Richmond Eye Hospital were organized 
and are operated for precisely the same purpose, that is, to 
furnish a medical facility where the patients of the staff 
doctors may be attended and treated. 

The Court: I am not going to permit you to go into the 
finamcial question. 

Mr. McGuire: I have no intention of asking that. 
The Court: Very well. 
Mr. McGuire: . I think Dr. Horsley has now answered all 

of the questions I wanted to ask him. 
page 355 ~ Mr. Hunton: You say you are not going to 

permit us to ask any questions in regard to the 
financial operations of the hospital? 

The Court: Not in detail. l don't think it is nec.essary 
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in this case. Mr. McGuire has not raised any question tha.t 
makes it necessary. · 

Mr. Haw: I move that the evidence of Dr. Horsley be 
stricken. 

The Court: Orie second. I want to find out which coun.sel 
is going to represent the Richmond Memorial Hospital. 

Mr. Haw: Either one of us. 
' The Court: I think one of you should make the motion or 
the objection. 

Mr. Hunton: I move that the e·vidence be stricken as being 
irrelevant, immaterial and having no bearing on this case. 

Mr. McGuire: I think I have said all I have to say. I 
have stated the purpose of it. 

CROSS EXAMINATION. 

By Mr. Hunton: 
Q. Dr. Horsley, in the operation of St. Elizabeth's Hos­

, pital, do you endeavor to :make a profit~ 
A. We have never paid any dividends. We 

page 356 ~ don't try. We try to keep it- · 
Q. I asked you if you endeavor to make a 

profit. . 
A. ·vv e try to keep it in the black, yes. 
Q. And when you do make a profit, what is done with the 

profitsT 
A. It is used for impr:ovements to our building. 

Mr. Hunton: I have no further questions, in view of Your 
Honor's ruling. 

Mr. Powell: If Your Honor please, I am not sure I under­
stood what, if anything, Dr. Horsley has put on this record 
as to his operations. I don't think there is anything, but I 
would like to have the reporter read it back. 

, Note : All of the testimony of Dr. Horsley was read by the 
reporter. 

\Vitness stood a.side. 

Note : There followed a recess. 

page 357 r Mr. Powell: If Your Honor please, just for 
the record and so we will not have to' interrupt, 

I renew the objection we miade yesterday to testimony from 
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private stock corporations and I say again, Your Honor, it 
is hard to know where to draw the line when we get into this. 
If we open it up I don't know how far it is necessary for us 
to go, and I don't see that the testimony is relevant in any 
respect. 

Mr. McGuire: I am going to ask Dr. Johns almost exactly 
what I asked Dr. Horsley. 

Mr. Powell: I object to it. 
Mr. Hunton: ""\iVe note the same objection. 
The Court: I will overrule the objection. I think as far 

as he went is all right. 

DR. FRANK S. JOHNS, 
a witness called by the City of Richmond, after being duly 
sworn, testified as follows: 

DIRECT EXAMINATION. 

By Mr. McGuire: . 
Q. Please state your full name for the record. 

A. Frank S. Johns. 
page 358 r Q. Where do you live, Dr. Johns? 

A. Richmond. 
Q. What is your profession? 
A. Surgeon. 
Q. Are you connected with Johnston-vYillis HospitaH 
A. I am, sir. 
Q. In what capacity? 
A. ""\Vell, I am Surgeon-in-Chief and President ,of the Cor-

poration. · ' ' 
Q'. Are you also a stockholder in the co.rporation 1 
A. I am, sir. 
Q. Is .Jolmston-""\~Tillis operated by a private stock corpora­

tion 1 
A. Yes. 
Q. Is the stock wholly or largely .owned by the physicians 

and surgeons on the staff of the hospital? 
A. Well, not wholly. ""\Ve have many widows that have 

sentimental reasons for keeping their stock. 
Q. Let me ask you, when was th,e .J ohnston-""\Villis Hospital 

founded? 
A. 1909. 
Q. By whom? 

' ' 
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A. Dr. John. B. Johns, Dr. Christophe.r Tompkins a.nd Dr. 
Bob Willis. 

page 359 ~ Q. And the present hospital on Kensington 
A venue, is that the same~ 

A. Yes, it is. . 
Q. Tell the Court for wha.t purpose the hos.pita! was 

established and for what purpose it is now being operated 1 
A. The hospital was established for the purpose of ta.king 

care of sick people. 
Q. What sick people f 
A. "\71/ ell, the patients of the doctors that founded the hos-

pital, primarily, but not necessairily. 
Q. F'or what purpose is it now being operated~ 
A. F1or the same purpose-sick patients. 
Q. :Qoes that mean the patients of the doctors on the 

staff? 
A. Doctors on the staff and doctors on other staffs also 

come into the hospital. 
Q. Doctors who have the privilege ,of practicing at that 

hospital? 
A. That's right, the privilege of practicing there. 

CROSS EXAMINATION. 

By Mr. Hunton: 
Q. Dr. Johns, you said the hospital was or­

page 360 ~ ga.nized in 1909? 
A. 1909. 

Mr. Hunton: If Your Honor please, in my cross examina­
tion it should be understood we do not waive our objection to 
the testimony of this witness. 

Bv Mr. Hunton: 
"Q. You say it was organized in 1909. "\71/ as it incorporated 

at that time? 
A. I am not sure. That was before my time but I am sure 

it was, Mr. Hunton. 
Q. Did I understand you to say Dr. McGraw Tompkins 

· or Dr. Christopher T·ompkins ~ 
A. Dr. Christopher Tompkins. 
Q. Dr. McGraw Tompkins' father1 
A. That's right. 
Q. It has been a stock corporation at all times, has it 

noU 
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A. It has. 
Q. Now you said that some of the stock was owned by 

widows of staff doctors? 
A. That's right. 
Q. Who hold it for sentimental reasons? 
A. That's right. 
Q. Doesn't it pay dividends? 
. A. Well, if the hospital is run, we hope, on an 

page 361 r economical basis, they earn dividends and pay 
dividends, but I think if we would consider what 

amount has been put into it-it would be hard to answer that 
question. I will say this. There is no poorer invest:rrtent 
thim a hospital; unless it is two hospitals, and I advise all 
widows to get rid of it. 

Q. You are President of the corporation? 
A. Yes. 
Q. ·what percentage dividend does it pay? 
A. 5%. 
Q. What is the par value of the stock? 
A. $100.00. 
Q. What is the capitalization of the corporation? 
A. I don't really know. 
Q. Do you know how many shares of stock there are is-

sued and outstanding? 
A. I think there are nine hundred and some. 
Q. What is the funded debt? 
A. There is no debt on the hospital now. We have added 

to it and paid o·ff the debt. I might say we put money back 
in the hospital from time to time. In the last eight or nine 
yea.rs we have spent $250,000.00 and of course that money 
was put up by the staff. 

Q. You say it was put up by the staff? 
A. Yes, sir. 

page 362 r Q. How was it put up by the staff~ 

back. 
A. i;v ell, we borrowed the money and paid it 

Q. So it is borrowed from the staff and paid back to the 
persons from whom it was borrowed? 

A. Borrowed from the banks and paid back. 
Q. So it is money supplied by the banks to the corpora-

tion~ 
A. That's right. 
Q. And not by the individual doctors on the staff~ 
A. Y..l ell, it has been put up by individual doctors from 

time to time. 
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Q. I am talking about this $250,000.00. 
A. Some of that was put up by members of the staff, too. 
Q. How !much was put up by the banks 7 
A. I don't recall exactly. 
Q. Did you put up some yourself7 
A~ Yes, sir, I did. 
Q'; And how much of it, sir? 
A. I don't recall how much. I put up money from time 

to time. 
·Q. I am talking about the $250,000.00· you referred to. 

A. I don't recall how much I put up. 
page 363 ~ Q. Has it been paid back? 

A .. Yes, sir. 
Q. With interest? 
A. Yes, sir, with interest. 
Q. You say there is no funded debt of the corporation at the 

present time? 
A. Not at the present time. 
Q. How· many beds are there in the hospital? 
A. 'lv ell; we added 75 beds. We had 250, but we have taken 

some space to add additional bathrooms and various things. 
I am not sure-maybe 240 beds. I am not sure of the exact 
number right now. 

Q. Do you happen to know the number of stockholders of 
the c0rporation? 

A. No, I haven't the slightest idea. 
Q. Do you have a stock list available? 
A. I have it in my office. 

Mr. Hunton: I would like to ask for a list of the stock­
holders showing V.1hich are members of the staff. I don't care 
for the individual names but I would like to have a list of the 
stockholders showing who among the stockholders are mem­
bers of the staff and who are individuals, not members of the 

staff. . ' 
page 364 ~ The Court: \Vhat bearing has this on the case? 

Mr. Hunton: I submit it has no bearing on the; 
case, but I feel in view of the examination of this witness by 
the city that the information is material and what we ·are 
trying to do is show this.is an ordinary bus.iness corporation, 
as distinguished· from a non-profit corporation. 

Mr. McGuire: The city attorney will certainly admit that 
It is organized as a private stock business corporation: 

Mr. Hunton: Then I submit the evidence ought not to have 
beeri admitted in the first place. · · 
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Mr. McGuire: I have stated the purpose of the testimony 
and I unde.rstand the court has ruled the evidence is admis­
sible. 

Mr. Hunton: Your Honor will recall that the list of staff 
membrs of Retreat for the Sick was put in evidence by the city, 
and if it is pertinent there it is certainly pertinent here. As I 
understand the position of the city, they are trying to show 
this is a facility for the staff of the hospital, in which to work. 
What I am trying to show here is this is an ordinary business 

corporation, the stock of which is owned by th9 
page 365 r members of the staff and by persons outside of 

the staff as well. 
Mr. McGuire: I concede that. Dr. Johns has said some of 

the stock was owned by the widows. l don't have the least ob­
jection to the information being in the record. The only thing 
that concerns me is the inconvenience to Dr. Johns. 

The Court: I think it is a private· matter, a private institu­
tion. 

Mr. Hunton: I concur. But I must say that in view of the 
ruling as to the evidence in chief, I think this is pertinent. 

Mr. McG.uire: I concede what Mr. Hunton wishes to prove. 

By Mr. Hunton: 
Q. Do you know whethe.r there have been any sales or trans­

fers of the stock in the last three or four or five years T 
A. Oh yes, there have been sales of the stock in the last four 

or five years. 
Q. What is the most recent one of which you have knowl­

edge? 
'A. I think Dr. VanderHoof's stock. 
Q. Do you know at what price it was sold and by whom it 

was bought? 

page 366 ~ The Court: Mr. Hunton, I don't think it is 
•necessary to pursue this any further. It has been 

conceded it is a private corporation, a stock corporation. That 
has been conceded by the city attorney. 

Mr. Powell: Your Honor, I would like these doctors to 
understand this as well as the court. I know it is an inconven­
ience and embarrassment for them, but these non-profit hos­
pitals did not bring these doctors here. We think they have no 
business to bring them in. The city attorney has not yet stated 
why he brought them here. 

Mr. McGuire.: I have done it several times. My purpose is 
to prove by this witness and these other witnesses that these 
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hospitals are established and operated not as investments but 
as facilities in which the doctors of the staff may practice 
their profession and in which they may have their patients 
cared for. That is what I desire to prove and I stated yester­
day I intend to argue that the Richmond Memorial Hospital 
and the Richmond Eye Hospital are established and operated 
for precisely the same purpose. I have stated that more than 
once before. 

Mr. Powell: I think that is utterly irrelevant, 
page 367 ~ but in view of the city attorney's statement that is 

his intention, I think we have to ask these gentle­
men to disclose how they operate the private hospitals. We 
don't w&nt to do it. It is embarrassing to them and to us. 
It has nothing to do ·with the case, but under those circum­
stances we have no choice. 

Mr. McGuire: I have conceded the principle they seek to 
establish. I do not concede that the details of the operation are 
relevant. 

The Court: I am not going to permit the questions to go 
to the operation of the private hospitals. 

Mr. Hunton: What I am asking Dr. Johns right now is in 
response to a statement of counsel for the city, in which he 
states he is attempting to show these are. not operated as in­
vestments but as facilities, and what I am addressing- myself 
to is to show they are investments, and I think that is a fair 
matter for cross examination. 

Mr. Haw: Mr. McGuire has stated his sole purpose is to 
show this hospital, Dr. Johns' hospital and the other private 
hospitals, are operated solely for the benefit of the staff as a 

business proposition, to take care of their 
page 368 ~ patients. He said that is the purpose. He suggests 

that is his reason and states that his purpose in 
attempting to prove that is because the Richmond Eye Hos­
pital and the Richmond Memorial Hospital are operated on 
the same basis. Now that very admission on his part. of the 
purpose of the formation of those hospitals and how they are 
operated, would certainly exclude Dr .. Johns' testimony and 
Dr. Horsley's testimony from this case, because the evidence 
in the case, which is undisputed, is that the Richmond Eye 
Hospital was formed not for any such purpose but formed 
pursuant to the will of Mrs. Beveridge and with money 
donated by Mr. Add Williams a:nd with public funds donated, 
including the assistance of the Medical College of Virginia, 
for one purpose-namely, to form a non-profit hospital 
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operated not :for the benefit of the staff but for the benefit of 
the public. 

In addition to that, the Richmond Memorial Hospital was 
e.stablished by the generous gifts and donations of the public 
at large' and other individuals who gave large sums for a like 

·purpose as the Richmond Eye Hospital. 
Therefore, the evidence he is seeking to introduce from 

these gentlemen has no relevancy and therefore I 
pagee 3691 ~ move that the evidence of Dr. Horsley and Dr. 

Johns be excluded. 
The Court: I have overruled that alre·ady. I have already 

ruled on it. · 
Mr. McGuire: What the evidence means, of course, is a 

matter for argument. I have certainly said what I intend to 
argue from the evidence. 

The Court: I have overruled the motion because I am not 
going to allow counsel to go into the internal operations of the 
private hspitals. 

Mr. Hunton: Note an exception. Your Honor, I would like 
to have the evidence introduced for the purpose of the record. 
I don't know how I can otherwise address myself to this prop­
osition. The city attorney has said he is trying to show they 
are not investments but facilities. 

By Mr. Hunton: 
Q. Dr. J olms, you said you were President of the Johnston-

Willis Hospital Corporation? 
A. Yes, sir. 
Q. What salary, if any, do you receive.as President? 
A. Salary? 
Q. Salary. 

A. My God, none! 
page 370 ~ Q. Do you have an office the.re? 

A. Ido. 
Q. Who are the other officers .of the corporation 7 
A. Well, Dr. Hutcheson is Vice Pre'Sident and Dr. Talley is 

Secretary. 
Q. Do they have offices at the hospital 7 
A. No, sir. 
Q. Now they are the only other officers, are they7 
A. I think that's right. 
Q. Is the staff of the hospital an open or closed staff7 
A. Well, I would say it is an open staff. 
Q. What are the requirements, if any, for practice there? 
A. Well, I don't know. Shall I go into that, Your Honod 
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I will have to bring them down here. I can't say what the re­
quirements are, they are so rigid. 

Q. Are they in typed or written form 7 
A. I think so. 
Q. Would you be goo_d enough to let us have a copy to be 

filed with your evidence, please, sir? 
A. If the court so orders, I will. 

The Court: I don't see what bearing this has on this par­
ticular case. 

page 371 ~ Mr. Hunton: I am trying to show, if Your 
Honor please, it is not a similar situation at all 

to the Richmond Memorial Hospital or the Richmond Eye 
Hospital. The.y are open staff hospitals and the doctor has 
just stated the staff of this hospital-the requirements are so 
rigid and so strict he doesn't feel he could even state what the 
requirements are for admission to the staff, although he says 
it is an open staff hospital. 

Mr. McGuire: If Your Honor please, I think this has gone 
far enough. 

A. I might say, Your Honor, the regulations are not set up 
py Johnston-Willis. They are set up by an organization we 
belong to so we will be qualified for teaching students. It is 
not set up by me. 

By Mr. Hunton: 
Q. But they are adopted by your hospital 7 
A. They have to be approved or we 'will not be approved. 
Q. They are ·adopted by your Board of Directors 7 
A. We have to approve them. 
Q. \Vhat was the percentage of occupancy of the hospital 

during the past year? Do you know approximately? 
A. No, I do not. 

Q. Do you know what it was during 1957 7 
page 372 ~ A. No, I do not, not accurately. I imagine it 

would be between 7,500 and 8,000 patients. I don't 
really know. 

Q. vVlrnt was the average length of stay of the patient 7 
A. Too long. Nine days, I think, or thereabouts. 
Q. But you don't know the percentage of bed occupancy, 

even ap.proximatelyT 
A. No, I don't. 
Q. Do you have an emergency room 7 
A. Wedo. 
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Q. And how many patients did you have there? 
A. I haven't the slightest idea. It was in the thousands. 
Q. Thousands? 
A. Yes, sir. 
Q. You have your books audited annually, do you not? 
A. Oh, yes. 
Q. Has the audit for 1958 been completed as yeU 
A. No, sir. 
Q. I assume. the audit for 1957 has been completed, has it 

noU 
A. Yes, sir. 

The Court: Mr. Hunton, I don't think your 
page 373 ~ line of questioning is at all pertinent to this case. 

Mr. Hunton: I was going to ask him if he 
would :file the :five latest annual statements that are· available 
and my purpose is to show that it is an investment. I don't 
know of anything in .the world that is more essential to the 
question of whether a property is an investment than a state­
ment of its assets and liabilities and returns. That is the best 
''rock'' on which ·any man bases his determination of whether 
a thing is an investment or not, and that is the thing that the 
city is undertaking to show this is not. I am trying to show it 
is, and how in the world can I possibly do it without :figures' 

Mr. McGuire: If the court please, it is in the evidence and 
the city attorney has freely admitted that this hospital is 
operated by a stock corporation which endeavors to pay divi­
dends. Dr. Johns has said that it paid a dividend one year­
J.ast year, I believe he said: There is none of this information 
which Mr. Hunton is asking for which I feel unfavorably 
affocts the city's legal position, but I do think it my duty to 
protect these witnesses I have called by stating that I do not 

think this is proper cross examination or relevant 
page 374 r to the case or related at all to the direct examina­

tion. I am going to ask that the court not require 
Dr. Johns to produce this information. 

The Court: I am not going to require it. 
Mr. Hunton: May I at least get it in for the record? ' 
The Court: I don't think it is necessary. 
Mr. Hunton: You mean Your Honor will not permit us to 

make the record? 
The Court : I will see counsel in chambers. 

Note: There followed.an off the record discussion between 
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th~ court and co.U:nse_~ in_ chi:u;n);>ers, f ollqw:ing w];\ich thi~ s_tipu-
l_at~on was d~ctat~·d, in_to. t_}.i_e record. ·· 

Tu(r. Hi;mton: It is stipul::ited by llond between th_e t~o peti-­
tioners and the city, by their respective counsel, that the stock 
·Qf the Johnston-Willis Hospital corpo,ration is to be con­
sidered as an investment with :i;espect to its stockholdei;s and 
t"P,at the staff -of the hos.pita~ i_s a closed staff, limited, to those 
who may be admitted by action of its ~oard of Directors anq 
Officers. 

Mr. McGuire: As counsel for the city, I will make that 
stipulation with reference to Johnston-Willis Hos~ 

page 375 ~ pital and with reference to St. Elizabeth's Hos-
pital; also with reference to St. Luke's, Stuart 

Circle and Grace Hospital, provided it is Uf\derstood that I 
may argue that the primary purpose of the establishment and 
ope.ration of those hospitals was and is to provide a facility 
by the stockholding physicians who organized the hor;:;pita~s or 
who may now own stock in them. -

Mr. Powell: I would like to say this. My understanding of 
the stipulation with respect to the character of the staff of 
these hospitals is this: 

That it is agreed by the city attorney that t"he private hos-; 
pitals named by him have' closed staffs as contrasted with the 
open staffs of the two hospitals involved in this litigation, the 
closed staffs of the private hospitals being 'Controlled by the 
doctor-stockholders who are also the officers and directors of 
the private hospitals·. 

Mr. McGllire: I will agree to_ that with the understanding 
that I may refer in argument to what the evidence has already 
revealed about how doctors are admitted to membership in the 
stf-l.ffs of the Richmond Memorial Hospital and the Richmonq 
Eye Hospital. 

- Mr. :Powell: I would agree to that but I woulq 
pa,ge 376 ~ not agree to yo-qr considering Dr, Johns' testi­

mony as being co11trary to o-qr. stipulation. 
Mr. McGuire: I think that is reasonable and I understand 

Mr. Powell's position and accept it. - -
Mr. )?owell: In other words, the stipulation· controls and 

supersedes everything pr. Johns h11s said 011 the subject of 
the stipulation? 

Mr. McGuire: That is tr-q.e, where there is any inconsist-
ency. 

Note : T4e following occurred iµ open court. 
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Mr. McGuire: With the permission of the court, counsel 
has been able to agree and stipulate in the record certain facts 
in reference to the private hospitals of the city which will make 
it unnecessary to require further testimony from Dr. Johns 
and will make it unnecessary for me to require Dr. Brown, Dr. 
Herring, and Dr. Williams to take the stand, so I will ask the 
court to excuse these gentlemen. 

The Court: It will not be necessary to ask Dr. Johns to 
furnish the information. 

Mr. Hunton: That is correct, sir, and entirely agreeable to 
us. 

Witness stood aside. 

page 377 F Note : There followed a recess. 

DR. FREDERICK CLARK, 
a witness called by the City of Richmond, after being duly 
sworn, testified as follows : 

DIRECT EXAMINATION. 

By Mr. McGuire: 
Q. Will you give your name, please' 
A. Frederick Clark. 
Q. You are a medical doctor' 
A. Yes, sir. 
Q. What is your connection with the City of Richmond 1 
A. Director of the City Health Department and have been 

since August 1958. 
Q. My purpose in calling you as witness, Dr. Clark, is to ask 

you the number of indigent patients or medically indigent 
patients, or whatever is the term, for it, the city is responsible 
for and who are cared for under contracts with various hos­
pitals. My purpose was to ask you how many such patients 
were cared for under those contracts during some recent year. 
If you have the year 1958, I will ask you for that. 

page 378 ~ Mr. Hunton: I object. It .is utterly i'rrele.vant 
how many indigent patients the city has. 

The Court: What bearing does this have~ 
Mr. McG,uire: I have gathered fr2m the evidence on behalf 

of the Richmond Eye Hospital and the Richmond Memorial 
Hospital that their counsel contends there is no particular 
demand for free service at those hospitals and I simply wanted 
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to show there were this many indigent patients who needed 
medical attention and 'could not pay for it themselves. 

The Court: , That would not necessarily mean they needed 
hospitali'zation. 

Mr. McGuire: These people needed hospitalization and the 
people got it and the city paid for it. 

The Court: I don't think the evidence is relevant. 
Mr. McGuire: May I put it in the record? 
Mr. Hunton: It will be understood our objection goes to 

this entire line. 
Mr. Haw: I might suggest also the evidence shows that 

Sheltering Arms was only 631% occupied and that 
page 379 ~ would further indicate this is not relevant. 

The Court: I have ruled on it. 

Bv Mr. McGuire: 
"Q. You may proceed. 
A. I might preface what I am about to say with this state­

ment. Through the fiscal year 1957-'58 we were receiving ap­
plications largely from only those individual residents of the 
city who were. public assistance recipients, and we are doing 
thH same thing at the present time. \Ve call them indigent, as 
opposed to the medically indigent. They can supply their own 
shelter and clothes, but not.medical care. 

In 1957-'58, the city authorized 1,077 patients, 964 of which 
were Social Service Bureau recipients. That amolinted to 
almost 12,000 hospital days, almost all of these at the Medical 
College of Virginia. The City of Richmond has SOH con­
tracts only with Medical College of Virginia and Sheltering 
Arms. 

Because of our policy, restricted to Social Service Bureau 
recipients, the vast bulk of the city's roughly $302,000.00 
spent last year for indigent hospitalization went to the 
Medical College of Virginia. 

I might add that we turned down requests made to us for 
payment, almost all of which came from the 

page 380 ~ Medical College of Virginia, a total of 469 
patients, 334 of which were turned down because 

of lack of city budget money. One thirty-five of the 469 
were rejectea for reasons not connected with money-out of 
city residents, enough family income, and so forth. But 334 
of these fell int,o the category, on investigation, of not being 
able to pa}r. They were not able to pay their hospital bill 
but the city did not .reimburse the hospital at all. 

Q. How does the patient qualify for care~ 
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A . .At the pfe'seii't time the va~t bi.Ilk o'f our pa:tien'ts are 
qualified 'b'e'eause they a:re ceftified and. active public as~ 
sis~ahce re~ipients and :they ha.ve been investigated, 'their 
~amily investigat_ed and property investigated, 'and 'have he'en 
determined unable 'to s"iipply their own food, clothing ·and 
shelter. 

Q. Are they the only people 'that the city accepts under 
these contracts? 

A. Since March of last year that is correct. We have ac­
~epted four medically indigent patients in this year. r;rwo 
TB patients we·re sent to Charlottesville University Hos-
pital. . . 

When 'oti'r :Oudge't ·monies permit ·we have a criterion set 
up for constant investigation in each indiVidual case as to 
the individual's acceptability for city authorization. This 

includes property investigation, relative investi­
page 381 r gation, investigation of family income, total 

. . number of individuals being supp:ort, legal debts, 
length .of hos'pita1ization, extent of medic.al care needed, 
a.nd 'so on. 

'Q. What is !the .paper you have been re£ erring to~ 
A. This is a. summary I got up yesterday afternoon show­

ing the amount of money spent out of city-au,thorized funds 
for medical aid programs in the city from 1951 .projected 
through 1960. 

Mr. Mc.Guire: Subject to the court's ruling, which I take 
.it applies to this as well as to the oral testimony, I would 
like to offer this as an exhibit with Dr. Clark's testimony. 

; 

.. Note : The tabulation entitled "Table No. 1, Patient Data, 
Medical Aid Program, MCV, Department of Public Health" 
was marked Clark Exhibit No. t and filed. 

By Mr. McGuire : 
Q. I would also like to file this other one. 
A. I would like to add one further point. The exact dol­

lar figures will not match the welfare department's SOH 
report specifically, nor will it match Miss Heath's figures, 
because there is a difference in what segment of the month 
the money was picked up and recorded as having been spent. 

. Note: The tabulation entitled "Table No. 2, 
page 382 r Total Cost of Medical Aid Program, Department 

of Public Healtli'' was marked Clark Exhibit No. 
2 and filed. 

\ 
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Mr. Hunton: My objection ;weJ}(t to this whol~ .. Jine of testi­
mo;ny. It is ·net necessary .to re1.iew it a:s to the :two exhibits . 

. M:r:. iP0well: On behrul:f -of hoth he.spitals. 
1\fr. McGu1ii.re,: I understood the court's ru1h1g to apply 

te ,e:x.hibi'ts .as w.ell ;as ,t11e testimony, and of cou.rse I e;xcept 
to ,the ruling. ' 

·GROSS EXAMINATION. 

By Mr. Hunton: 
Q. How :ruany did you say were ref.used hospj.tali;mtion by 

the city1 How many did you say were in need but refused 
because of la.ck of city funds? 

A. If you are speaking of refusal of hospitalization rather 
thaJJl refusal ,of payment of hospitalization, I :would have to 
say none. 

Q. How many were refused ;payment of -hospitalization by 
the city who were in need of it? 

A. In the year 1957- '58, 468 applications, the bulk of 
which ca.me from the Medical College of Virginia., which the 

city turned down for one reason or aJ1other. 
page 383 r These applications were sent to the city by 1Medi­

ca.l College of Virginia only atfter their investiga­
tion revealed the bills could not ~be collected. 

Q. How maJ1y were turned dow.n, the payment was turned 
dow·n by the city, because of insufficient appropriation1 

A. 334. 
Q. Do you know whether any 'Of those failed to get the re-

quired hospital care 1 ' 
A. These individuals all received the desired -and required 

hospital care. 
Q. Do you know how many ·of -them got ca.re at the .respect­

ive hospitals 1 
A. Almost all of these were at Medical ·College of ·Virginia. 

There a111ay have been a. very, very few, a proportionately 
much smaller amount at Sheltering Arms. To my ce.Ttain 
lrno-wledge over the past 18 months-I was acting Director of 
the Department J1ine months before I became Director-we 
have received no applications for city assistance for hospita­
lization for any patient from any hospital in •the city other 
than Medical College of Virginia., Sheltering Arms and one 
or two from Retreat. 

Q. Bo you :follow those up, those whic.h you a.re unable to 
pay, to see to ·what hospitals they go 7 

A. May I ·repeat, our applications a.re receive·d ;:i.fter the-
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individual has been admitted. In other words, 
page 384 ~ the applications are received by us after the in-

dividual has been admitted. We have an in­
dividual that is active on the wards at the Medical College 
of Virginia who takes cognizance of indigent and medically 
indigent patients, so these individuals recorded here did re­
ceive· hospitalization. 

Q1
• So after the application is turned down by the city, the 

hospital concerned has no choice but to continue to take care 
of the patient 1 

A. Yes, sir. In this case, the Medical College of Virginia. 
Q. In which case 1 
A. I would say for roughly 325 of these 334. 
Q. And the othe.rs a.re in other hospitals 1 
A. Sheltering Arms and possibly one or two at Retreat. 

Mr. Powell: Your Honor, subject to our objection I wonld 
like to ask the witness a few questions. 

By Mr. Powell : 
Q. Did I understand fromi your testimony that these 

patients you have been discussing a.re patients who have 
entered the Medical College of Virgi•nia. and then have not 
paid their bills in whole or in part and the Medical College 

requests the city to take them on as medically 
page 385 r indigent patients entitled to city funds? 

A. In large part, yes, sir, because the college 
is aware of the fact that our standard acceptance policy 
at the time is to accept only recipients of public assistance. 

Q. Have you had any request from Richmond Memorial 
Hospital? 

A. To my knowledge, we have not. 
Q. Richmond Memorial Hospital has not called on the city 

to_ bear the cost of any of its indigent or charity cases? 
·A. No, sir. 
Q. You have no contract with Richmond Memorial Hos­

pital? 
A. No, sir. 
Q. You have not asked. Rich:m,ond Memorial Hospital to 

make any contract? 
A. No, sir. 
Q. I notice in your exhibit a certain amount budgeted for 

patients at Sheltering Arms. I cannot put my finger on it 
at the moment. · 

A. That is Table 2, the next to th~ last column. 
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Q. I see $368.00 budgeted in 1957- '58 for Sheltering Arms. 
A. That is actually spent. 

page 386 ~ Q. I understood from the testimony that $79.00 
was spent. 

A. I remarked a little bit ago there was some small differ­
ence, depending upon at what stage the money was actually 
recorded as having been spent. You notice the figure at the 
bottom, the State Health Department annual report, does not 
quite jibe with our city budget figures. 

Q. Do you expect to spend $2,998.00 in 1958 at Sheltering 
Arms~ 

A. No, sir. That was the amount budgeted and I believe 
the latest figure indicates that thus far we have accepted 
two patients at Sheltering Arms with the total less than 
$50.00. 

Q. If there are beds available at Sheltering Ar!illiS and if 
you have more than you can accommodate, why don't you 
utilize the full amounU 

A. That is a very good question. 80% of our hospital 
money goes to the colored population. We have other medical 
aid programs operated in connection with the Medical College 
of Virgi·nia, home care, emergency room, out-patient clinics­
almost all of the patients admitted are public assistance 
clients and they are admitted to the Medical College of 
Virginia emergency room or from the home care program 

or from the out-patient clinic. 
page 387 ~ The records have been established and main-

tained and we have an agreement with the college 
they go ahead and admit the individual. This is the reason 
for the city's great reliance first on the Medical College 
of Virginia rather than instituting other agreements with 
other hospitals, because we know, because of the way our 
entire medical ca.re operations interlock and also the fact 
the city only pays emergency room service for social service 
recipients, not for medically indigent and the same is true 
with the 0-P clinic and the dental clinic-it is because of these 
reasons the cur.rent situation exists. 

We do attempt to identify by what mechanism we can get 
patients who would otherwise be eligible a.d!mJtted to Shelter­
ing Arms. 

I might add that during the pa.st year we have requested 
applications from hospitals ca.ring ror patients whose in­
vestigation indicated they could not· pay their hospital bills. 
Thes.e are the city's responsibility. \Ve knew we didn't 
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have .furrds to .pay for 'them, but we we.re ·attempting to 
establish statistics. 

1Q. 'Some of these funds ·came from ithe state as well as 
from city sources? 

A. ·Y.es, ·sir. 
·Q. D:oes it include any federal money7 

page 388 :~ A.· N:o. 
Q·. Boes the •emergency room of a :large general 

hospital, such as the Medical College, generate :a large num­
ber of :£ree or medically indigent !type ·cases? 

A. I am not sure I completely understand your question. 
Q. Boes a ·hospital with a modern, fully-staffed emergency· 

room, as a result of the emergency rroom, generate a larger 
number of free care patients than a hospital without such a 
facility? 

A. I would not say generate. I would ·say it attracts 
patients from all socio-economic classes. 

Q. So a hospital with such an eme.rgency room receives 
a larger number of indigent ipatients or patients who can pay 
less? 

A. Yes. I don't think there is any question about that. 

·· Witness stood aside. 

page 389 r Note: There followed a recess. 

Mr. :Powell: If Your Honor please, in response to our 
request made before the recess of Mr. Chandler to check his 
records, Mr. Chandler has brought to ·our attention a docu­
ment dated August 2, 1955, addressed to the Honorable 
Counsel -of -the City of Richmond, prepared and signed by 
.J .. Edward Rountrey, then Assessor of Real Estate for the 
City of Richmond, which purports to list all of the :tax-exempt 
property not o-wned by state, federal or local governments 
within the ·City of Richmond. 

With the consent of the city attorney .r am going to read 
into the record portions ·of the two ·paragraphs fo this re­
port which orelate to the Retreat for rthe 'Sick Hospital and 
.Richmond Community Hospital. 

Mr. McGuire: I have no objection. I agreed with Mr. 
!Powell ·he might do so. 

l\fr. Powell: With ireference to 1Retrea'.t for the Sick, after 
stating •the m.ame, address and assessment of $525,000.00, it 
states as follows: 
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page -390} . ''Revenue is from patient fees, end0wment 
funds ·and bequests. i.Five hundred fifty-one 

charity patients out of a total .of '5;015, 'Or slightly more than 
10"%.'"' 

In this report 'on the Richmond ·Community Hospital, it 
gives 'the name, the address and the ass·essment of $63,-
000:00, and then states :as 'follows : 

''Source of income is charges to patients and donations. 
Some charity patients ;accepted. 'irhe exact number not 
available, 1but 'estima:ted by Administrator as less thim 10%. 
Non-profit.'' 

Mr. McGuire: I think I might say for the record that that 
is the list which the city counsel reqnested of the then As­
sessor of Real Estate, :M:r. Rountrey, when there had •been 
some discussion of tax-exempt institutions. ·0pinion No. 
1323 was issued in November 1955 by the city ·a'ttorney, whicl1 
has been mentioned earlier in this case while Mr. Chandler 
was on the stand, and was the opinion M.r. Rountrey re­
quested following that report to the counsel. It is just a 
general opinion. 

Mr. Powell: If Your Honor please, that con-
page 391 } eludes our case. 

Mr. McGuire: The city has no further wit-
nesses. 

The Court: I understand you gentlemen ·wish to submit 
briefs. Is that cor.rect ~ 

Mr. McGuire: I should like to submit a brief. 
Mr. Powell: If Your Honor please. \iV e v.rill of course 

do whatever is most helpful to the court. In the discussions 
which Mr. Hunton and I had at lunch-I didn't have an 
opportunity to confer with Mr. Haw-we attempted to review 
in our minds and memories the briefs that had been filed. 
As you recall we argued this case very fully for the better 
pa.rt of a day and our judgment is, sir, that it would be very 
difficult indeed to supply any additional light to the court 
beyond that contained in the briefs already filed. 

The Court: Unless you do so on the second point, the one 
raised today. 

Mr. Powell: Yes, with respect to that point it may be 
that ought to be briefed, although, if Your Honor please, I 

may be frank with the court in saving that it is 
page 392 r certainly our view that the evidence we have 

heard the la.st three days abundantly confirms 
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everything that was stated to the court at that time, to such 
an extent we would think, in effect, the law in this case has 
been established. We would think on the basis of the law 
of the case that ought to end the matter and the court should 
enter an order relieving these two hospitals of these as­
sessments. In other words, I am suggesting that in view of 
the law of the case having been established so plainly and 
the evidence having come in fully corrobornting in every 
respe.et all that was represented to this court, I think it is 
unnecessary to brief the second point we have raised. 

Mr. McGuire: It is not my desire to argue to the court 
any matter the court considers it has already disposed of. 
I do have some additional authorities I wish to present and I 
would like to file a short supplemental brief. 

The Court: I don't think further argument is necessary. 
As Mr. Powell says, you covered it fully. 

Mr. Powell: May we have the privilege of replying to M.r. 
McGuire's brief~ 

The Court: Yes. 
page 393 ~ - Mr. Haw: My feeling was that the matter had 

been fully covered in our original brief and there 
was no necessity for .any further argument, but of course 
if Mr. McGuire files a brief, we would like the privilege of 
replying to it. 

Mr. Powell: May we inquire whether the briefs already 
filed are deemed to be a part of the record in this case~ 

The Court: Yes. 

Adjourned. 

• • • • • 

A Copy-Teste: 

H. G. 
0

TURNER, Clerk. 



INDEX TO RECORD 

Page 
Appeal Awarded . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . 1 
Record- .... 1 ..................... , ................ : . . . . . 2 
Notice of Appeal and Assignments of E,rror ,. . . . . . . . . . . . 2 
Order-January 15, 1959 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 
Petition of Richmond Memorial Hospital . . . . . . . . . . . . . . 7 
Petition of Richmond Eye Hospital . . . . . . . . . . . . . . . . . . 9 
Interrogatories by City of Richmond . . . . . . . . . . . . . . . . . 13 
Interrogatories by City of Richmond ...... ,. .......... 15 
Amended Motion to Quash linterroga.tories ............ 17 
Amended Motion to Quash Inten~ogatories . . . . . . . . . . 18 
Order--'-Refused .......... , ............................ 18 
Order-October 7, 1958 ................................ 20 
Order-Refused ...................................... 22 
Order-October 7, 1958 ...... , .......................... 24 
Letter-Opinion, April 10, 1959 ....................... 26 
Letter-Opinion, April 10, 1959 . . . . . . . . . . . . . . . . . . . . . . . 29 
Order-May 13, 1959 ................................. 31 
Proceedings .................. 33, 156, 181, 204 217, 226, 230 
Witnesses: 

D. Tennant Bryan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37 
Henry -G. Chesley, Jr ............... ,. ............. 50 
Billy S. Bartley ................ , .. :· ............... 83 
Dr. Benjamin W. Rawles, Jr ...... , ................. 95 
Harold Prather .......... ,. ...... : ................ 109 
Dr. Rudolph C. Thomason ........................ 114 
Mrs. Julia W. ·waters ............................ 123 
Mrs. Lillian F. Lindsey .......................... 147 
Woodrow Vl. 'Valston .......... , .................. 153 
James E. Edmunds, Jr ........................... 157 
William H. Flannigan ............................ 167 
Homer E. Alberti ................................ 170 
George Bugbee ................................... 175 
Richard Chandler ................................ 181 ' 
E. Glenn Jordan .· ................................. 200 
A. Churchill Y1oung, Jr ..... , ..................... 202 
Evelyn Heath ... _ .............................. , ... 210 
Dr. Guy W. Horsley _ ............................. 213 
Dr. Frank S. Johns ....... : ...................... 218 
Dr. Frederick Clark .............................. 228 


	Scanned Document(1)
	Scanned Document(2)



