STATE OF SOUTH CAROLINA ) INTHE COURT OF COMMON PLEAS
) FOR THE SEVENTH JUDICIAL CIRCUIT
COUNTY OF SPARTANBURG ) CASE NO.: 2006-CP-42-0108
Laurens County Healthcare System, )
)
Plaintiff, )
) ORDER DENYING RECONSIDERATION
V. ) OF FINAL JUDGMENT
: )
M. Dubose Medlock, Jr., M.D., )
' )
Defendants. )

After careful consideration of Defendant M. Dubose Medlock, Jr., M.D.’s Motion
to Reconéider thé Order of Final ludgment entered on June 14, 2012 in the above
captioned case, the Court finds that no material fact or principle of law has been either
overlooked or disregarded, and therefore, there is no basis to reconsider the Order of

Final Judgment. Accordingly, the Defendant's Motion to Reconsider is hereby DENIED.
IT IS SO ORDERED! |
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Spartanburg, South&Larolina P
o
- @

Page 1 of 1




4B

STATE OF SOUTH CAROLINA } INTHE COURT OF COMMON PLEAS
COUNTY OF SPARTANBURG ; gggg:gsré\éggg;ﬁéDg%gL cieur
Laurens County Healthcare Sysgtem, )

Plaintiff, ;
y g FINAL JUDGMENT
M. Dubose Medlock, Jr., M.D., 3 S0 o

Defendant. ;

PROCEDURAL BACKGROUND

This is an action for breach of contract. Plaintiff Laurens County Healthcare System

/\

about January 11, 2006. Defendant Medlock answered denying liability and ~a?sse&m <“3

severa. counterclaims. Each party moved for summary judgment during the og}:ursea)f
the proceedings. After evaluating the case and facts summary judgment was denied
and the case was set for a trial. The parties waived the right to a jury trial and the matter
proceéded to a bench trial before the Court which was conducted on April 4, 2012.
Both éarties appeared and were represented by counsel. As a result of the triai anc?
after é review of the court's record in this case and based upon the testimony and
evidenzce received the Count hereby makes the following findings of fact and

conclusions of law set forth herein.

STATEMENT OF FACTS

‘This matter arises out of a subsidy agreement between the Plaintiff, Laurens

County Healthcare System and the Defendant, M. Dubose Medlock, Jr., M.D., for the
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purpose of recruiting Medlock to open a practice in Laurens County. The parties
entered into an agreement entitled “Not for Profit Net Income Guaranty Agreement”
(hereinafter referred to as “Agreement”), effective May 28, 1997, which set forth the
parties’ intentions that Medlock would open a practice in Laurens County and the
Hospifal would subsidize Medlock’s income up to $14,583.33 per month, not to exceed
$350,000.00 over a twenty-four (24) month subsidy period.

iMedlock began cperating a medical practice in Laurens County in June of 1997.
The Agreement provided for a twenty-four (24) month subsidy period, which was
subsequently extended by the First Addendum to the Agreement, effective May 28,
1999. The First Addendum provided that the subsidy period would be extended until
January 31, 1999, for a total subsidy period of thirty (30) months. Addmonauy;me%us

Addendum provided that Medlock would have the option to have the sﬁsldﬁbe

10 \Ai‘d?

forgivén at the rate of 1/60" per month if he maintained a medical practice m%aurens
£

County for a period of five (5) years following the termination of the subsidy pen@. =
(aa! om ]

. 4 w
The parties further amended the Agreement, effective January 1, 2002, by”(:vay of

) LJdﬂﬁl‘«lld
20

Vi
PR aY
v

AT

”
-~

a Second Addendum which essentially modified the terms of repayment and
forgivehess of the subsidy and extended the forgiveness period. The Second
Addeddum provided that all payments made by the Hospital from the time Medlock
openea-his practice until the end of the subsidy period, December 31, 1999, constituted
a “subsidy loan.” The subsidy loan would accrue interest at the rate of Wall Street
Joumai Prime Rate as of December 31, 1999, plus two percent (2%). As consideration
for Mé’élock keeping his practice open, the hospital provided that if Medlock maintained
his practice after the end of the subsidy period, the hospital would forgive repayment of

175
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the principal amount and accrued interest at a rate of 1/60" per month. Upon the
effective date of the Second Addendum, January 1, 2002, the forgiveness rate would be
1/96™" " of the subsidy loan (principal plus interest) over a period of 120 consecutive
momh Finally, the Second Addendum provided that if Medlock failed to maintain his
practrce in Laurens County for 120 months, any remaining portion of the subsidy loan
that had not been forgiven would be immediately due and payable.

‘Medlock resigned from the Hospital effective June 7, 2004, The Plaintiff
| subsequently filed this lawsuit alleging breach of contract, breach of contract
accompanied by a fraudulent act, fraud/misrepresentation, unfair trade practice, and
unjust-enrichment based upon Defendant’s alleged material breach of the Agreement

)

Deferdant answered and asserted the following Counterclaims: breach ofﬁre mmréﬁf :

-4r"1

covenant of good faith and -fair dealing; fraudulent inducement; pre?entﬁ?n g}“"

O
G- S 20 Mg,

performance impossibility of performance; frustration of purpose; failure to sgre a?iglar@) gr‘-

,\xFﬂiru
ch‘r

upon whtch relief can be granted and equitable estoppel. The Hospital demc{ij‘ all gt
allegations asserted in the Defendant's Counterclaim.
on April 4, 2012, a bench trial was conducted at which the parties were present
with their attorneys. Prior to the call of the case, Defendant filed a Motion in Limine to
.dismiss' for lack of subject matter jurisdiction. Defendant's Motion and argument were
premised upon the Federal Anti-Kickback Statute, 42 U.S.C. § 1320a-7b and the safe
harbor-conditions of 42 CFR §1001.952(n). Both the Plaintiff and Defendant presented
wﬁneeses and submitted evidence at trial. Having weighed the credibility of the

witneésses, the weight of the evidence, and having reviewed the Court’s records and

%
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files, the Pleadings and Motions in the case, and all other matters of record in this
* action, this Court makes the following findings of fact and conclusions of law.

LAW AND ANALYSIS

Defendant argued that the contract out of which Plaintiffs claims arise is a
“practitioner recruitment” agreement governed by the Federal Anti-Kickback Statute, 42
U.S.C. § 1320a-7b and subject to the safe harbor conditions of 42 CFR § 1001 .852(n).
Upon review of Defendant’s Motion and exhibits, as well as Plaintiffs reply and multiple
sur-replies, | find that the contract did not violate the Anti-Kickback Statute and, as such,
it was a legally enforceable contract.

In order to recover for a breach of contract, the Plaintiff must prove: (1) A binding
contract entered into by the parties; (2) A breach or unjustifiable failure to perform the

~ contract; and (3) Damage suffered by the Plaintiff as a direct and proximate :rgsutbof tﬁe

w3y

Z

breach, Tomlinson v. Mixon, 367 S.C. 467, 479, 626 S.E.2™ 43, 49 (Ct. @p.%o 655
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“The qeneral rule is that for a breach of contract the Defendant is liable fo&whatevé;s) C_‘,‘r :

Y 2
damages follow as a natural consequence and a proximate result of suc%bre%h”, %

-

Fuller v. Eastern Fire & Casualty Ins. Co., 240 S.C. 75, 89, 124 S.E.2" 602, 6@(1@2)

“Medlock breached the parties’ agreement when he ceased to maintain a medical
practice in Laurens County and then failed to pay any portion of the subsidy loan that
had nét been forgiven. Pursuant to the Second Addendum, “[ilf [Medlock] fails to
maintain his private medical practice and office in the community for a total of 120
consecutive months following the subsidy period, any portion of the subsidy loan that
has nct been forgiven shall be immediately due and payable.” By his own testimony

‘Medlock failed to maintain a practice for 120 months by resigning on June 7, 2004. On
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July ‘€, 2004, Richard D’Alberto, CEO of Plaintiff Hospital, wrote a letter to Medlock
demandmg immediate payment of the remainder of the subsidy loan, which amounted
to $1 40 548.00. To date, Medlock has failed to make any payments to the Hospital.

1 find that the- Defendant materially breached the contract by terminating ﬁis
practige in Laurens Coun‘ty before the expiration of the contract and failing to pay the
ouistanding amount due pursuant to the above-referenced Agreement and its addenda.
| further find that the Defendant was unjustly enriched by his breach of contract. As to
| Plaintiff's claims for breach of contract accompanied by a fraudulent act, fraudulent

misrepresentation, and unfair trade practices, | find that the Plaintiff did not meet its
burdeﬁs of proof with regard to those claims. With regard to Defendants

Countmc!anms | find that the Defendant failed to meet the respective burdens of prqg
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on all ¢f his Counterclaims.
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‘Based upon the testimony and evudence presented at trial, | find that the Plamtr@
is entiled to $146,548.50 in actual damages plus $188,792.48 in mter@t @mm
o 7 "“.

represents Wall Street Journal Prime at the time of the breach of contract, vﬁ?«ch was =

qoq

8. 5%, plus two percent (2%) as contemplated by the parties’ Agreement. | further find
that th»:? Plaintiff is entitled to consequential damages in the amount of $10,300.00,
$5,306':00 ofi which represents mbving expenses for a physician to replace Defendant
Medlozk and $5,000.00 of which represents marketing for Defendant Medlock’s vacant
posi’tioé_'r*.. The total award in favor of the Plaintiff is $345,640.98.

'‘WHEREFORE, having made the foregoing findings of fact and conclusions of

law, this Court orders AS FOLLOWS:

:a. That final judgmént is hereby ordered against ‘Medlock _and in favor of
Hospital in the sum total amount of $345,640.98 representing $146,548.50
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in actual damages plus $188,792.48 in

consequential damages, all of which are due
1T IS SO ORDERED.

interest plus $10,300.00 in
and owing to Plaintiff.

1

The Ho

This _/4*%ay of June, 2012

le Roger L. Couch
Spartanburg, South Carolina

Presiding Judge, Seventh Judicial Circuit
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