
IN THE SUPREME COURT OF THE STATE OF NEVADA 

MANUEL IGLESIAS and EDWARD 
MOFFLY, 
 
Petitioners, 
 
v. 
 
EIGHTH JUDICIAL DISTRICT 
COURT OF THE STATE OF 
NEVADA IN AND FOR THE 
COUNTY OF CLARK and the 
Honorable NANCY ALLF, District 
Court Judge, 
 
Respondents, 
 
and 
 
N5HYG, LLC, A MICHIGAN 
LIMITED LIABILITY 
COMPANY; AND, NEVADA 5, INC., 
A NEVADA CORPORATION, 
 
Real Parties in Interest. 
 

 

Supreme Court No.  
 
Distr. Ct. Case No. A-17-762664-B 
Dept. XXVII 
 
 
 
 
PETITIONERS’ APPENDIX TO 
PETITION UNDER  
NRAP 21 FOR WRIT OF 
PROHIBITION, OR IN THE 
ALTERNATIVE, WRIT OF 
MANDAMUS 
 
(VOLUME VIII) 

Pursuant to NRAP 30, Petitioners MANUEL IGLESIAS and EDWARD 

MOFFLY, hereby submit their Petitioners’ Appendix to Petition Under NRAP 

21 for Writ Of Prohibition, or in the Alternative, Writ Of Mandamus. 

KORY L. KAPLAN, ESQ. 
Nevada Bar No. 13164 

Kaplan Cottner 
850 E. Bonneville Ave. 

Las Vegas, Nevada 89101 
(702) 381-8888 

kory@kaplancottner.com 
Attorney for Petitioners 

Electronically Filed
Jul 06 2021 01:13 p.m.
Elizabeth A. Brown
Clerk of Supreme Court

Docket 83157   Document 2021-19290



PROOF OF SERVICE 

Pursuant to Nev. R. App. P. 25, I certify that I am an employee of Kaplan 

Cottner; that, in accordance therewith, I caused a copy of PETITIONERS’ 

APPENDIX TO PETITION UNDER NRAP 21 FOR WRIT OF 

PROHIBITION, OR IN THE ALTERNATIVE, WRIT OF MANDAMUS 

to be mailed on the 9th day of June, 2021, by depositing, in a sealed envelope, a 

true and correct copy in the United States mail, postage prepaid a Compact Disc 

containing PDF copies and via email, and addressed to the following:   

Attorneys of Record Parties Represented 
Ogonna M. Brown, Esq.  
3993 Howard Hughes Parkway 
Suite 600 
Las Vegas, NV  89169 

N5HYG, LLC, a Michigan limited 
liability company; and, in the event 
the Court grants the pending Motion 
for Reconsideration, NEVADA 5, 
INC., a Nevada corporation 

G. Mark Albright, Esq. 
D. Chris Albright, Esq. 
801 South Rancho Drive 
Suite D-4 
Las Vegas, NV  89106 

N5HYG, LLC, a Michigan limited 
liability company; and, in the event 
the Court grants the pending Motion 
for Reconsideration, NEVADA 5, 
INC., a Nevada corporation 

E. Powell Miller, Esq. (pro hac vice)  
Christopher Kaye, Esq. (pro hac vice)  
950 W. University Dr. 
Suite 300 
Rochester, MI  48307 

N5HYG, LLC, a Michigan limited 
liability company; and, in the event 
the Court grants the pending Motion 
for Reconsideration, NEVADA 5, 
INC., a Nevada corporation 

The Honorable Nancy Allf 
Eighth Judicial District Court 
Department 27 
200 Lewis Avenue 
Las Vegas, NV 89155 

Presiding Judge over Case No.  
A-17-762664-B 

      /s/ Sunny Southworth    
      An employee of Kaplan Cottner 



Chronological Table of Contents 

Vol. Tab Date Document Page No. 
I. 1. 10/05/2017 Complaint and Jury Demand PET000001-

PET000030 
I. 2. 06/28/2018 Motion for Partial Dismissal 

of Claims and Parties 
PET000031-
PET000121 

I. 3. 07/13/2018 First Amended Complaint 
and Jury Demand 

PET000122-
PET000160 

I. 4. 07/13/2018 Plaintiff’s Opposition to 
Defendants’ Motion for 

Partial Dismissal of Claims 
and Parties 

PET000161-
PET000165 

I. 5. 08/17/2018 Motion to Dismiss the First 
Amended Complaint and to 

Strike Supplemental 
Pleadings and Jury Demand 

PET000166-
PET000228 

II. 6. 08/17/2018 Appendix of Exhibits to 
Motion to Dismiss the First 
Amended Complaint and to 

Strike Supplemental 
Pleadings and Jury Demand 

PET000229-
PET000479 

III. 7. 08/17/2018 Appendix of Exhibits to 
Motion to Dismiss the First 
Amended Complaint and to 

Strike Supplemental 
Pleadings and Jury Demand 

PET000480-
PET000730 

IV. 8. 08/17/2018 Appendix of Exhibits to 
Motion to Dismiss the First 
Amended Complaint and to 

Strike Supplemental 
Pleadings and Jury Demand 

PET000731-
PET000808 

IV. 9. 09/18/2018 Plaintiff’s Opposition to 
Motion to Dismiss the First 
Amended Complaint and to 

Strike Supplemental 
Pleadings and Jury Demand 

PET000809-
PET000867 

IV. 10. 09/18/2018 Exhibits to Plaintiffs’ 
Opposition to Dismiss the 
First Amended Complaint 
and to Strike Supplemental 
Pleadings and Jury Demand 

PET000868- 
PET000981 

V. 11. 09/18/2018 Exhibits to Plaintiffs’ 
Opposition to Dismiss the 
First Amended Complaint 
and to Strike Supplemental 
Pleadings and Jury Demand 

PET000982-
PET001188 

VI. 12. 09/26/2018 Reply In Support of Motion 
to Dismiss the First Amended 

PET001189-
PET001302 



Complaint and to Strike 
Supplemental Pleadings and 

Jury Demand 
VI. 13. 10/12/2018 Supplement to Motion to 

Dismiss the First Amended 
Complaint and to Strike 

Supplemental Pleadings and 
Jury Demand 

PET001303-
PET001308 

VI. 14. 10/19/2018 Transcript of Proceedings for 
Hearing on All Pending 
Motions, Wednesday, 

October 3, 2018 

PET001309-
PET001436 

VII. 15. 11/26/2018 Notice of Entry of Decision 
and Order 

PET001437-
PET001445 

VII. 16. 12/05/2018 Defendant Ray Gonzalez’s 
Limited Motion for 

Clarification of Decision and 
Order and Ex Parte 

Application for Order 
Shortening Time and Order 

Thereon 

PET001446-
PET001453 

VII. 17. 12/07/2018 Plaintiff’s Opposition to 
Defendant Ray Gonzalez’s 

Limited Motion for 
Clarification of Decision and 

Order and Ex Parte 
Application for Order 

Shortening Time and Order 
Thereon 

PET001454-
PET001458 

VII. 18. 01/17/2019 Transcript of Proceedings of 
Hearing on December 12, 

2018 Regarding All Pending 
Motions 

PET001459-
PET001468 

VII. 19. 05/24/2019 Notice of Entry of Findings 
of Fact, Conclusions of Law, 

and Order 

PET001469-
PET001503 

VII. 20. 06/03/2019 Motion for Reconsideration 
and Clarification of Order on 

Defendants’’ Motion to 
Dismiss Based on Claim 

Preclusion and, alternatively, 
Motion to Stay 

PET001504-
PET001523 

VII. 21. 06/03/2019 Appendix of Exhibits to 
Motion for Reconsideration 

and Clarification of Order on 
Defendants’ Motion to 

Dismiss Based on Claim 
Preclusion and, alternatively, 

Motion to Stay 

PET001524- 
PET001687 

VIII. 22. 06/03/2019 Appendix of Exhibits to PET001688-



Motion for Reconsideration 
and Clarification of Order on 

Defendants’ Motion to 
Dismiss Based on Claim 

Preclusion and, alternatively, 
Motion to Stay 

PET001762 

VIII. 23. 06/03/2019 Plaintiffs’ Motion for 
Reconsideration Regarding 
the Dismissal of Nevada 5, 

Inc. 

PET001763-
PET001768 

VIII. 24. 06/25/2019 Plaintiffs’ Opposition to 
Defendants’ Motion for 

Reconsideration or 
Clarification 

PET001769-
PET001938 

IX. 25. 06/25/2019 Plaintiffs’ Opposition to 
Defendants’ Motion for 

Reconsideration or 
Clarification 

PET001939- 
PET002189 
 

X. 26. 06/25/2019 Plaintiffs’ Opposition to 
Defendants’ Motion for 

Reconsideration or 
Clarification 

PET002190-
PET002198 

X. 27. 06/25/2019 Opposition to Plaintiff’s 
Motion for Reconsideration 
Regarding the Dismissal of 

Nevada 5, Inc. 

PET002199-
PET002205 

X. 28. 07/12/2019 Plaintiffs’ Reply in Support 
of their Motion for 

Reconsideration Regarding 
Dismissal of Nevada 5 

(Addressing the Opposition 
of Former Defendant 

Gonzalez) 

PET002206-
PET002215 

X. 29. 07/12/2019 Plaintiffs’ Reply in Support 
of Their Motion for 

Reconsideration Regarding 
the Dismissal of Nevada 5, 

Inc. 

PET002216-
PET002286 

X. 30. 07/22/2019 Transcript of Proceedings of 
Hearing on July 17, 2019 

Regarding Plaintiffs’ Motion 
for Reconsideration 

Regarding the Dismissal of 
Nevada 5, Inc., Motion for 

Reconsideration and 
Clarification of Order on 
Defendants’ Motion to 

Dismiss Based on Claim 
Preclusion and, alternatively, 

Motion to Stay 

PET002287-
PET002324 

X. 31. 12/03/2019 Notice of Entry of Findings PET002325-



of Fact, Conclusions of Law, 
and Order Granting 

Plaintiffs’ Motion for 
Reconsideration Re: Nevada 

5, Inc. 

PET002332 

X. 32. 12/03/2019 Notice of Entry of Findings 
of Fact, Conclusions of Law, 

and Order Granting 
Defendants’ Motion for 

Reconsideration Re: Claim 
Preclusion 

PET002333-
PET002352 

X. 33. 12/13/2019 Second Amended Complaint PET002353-
PET002434 

XI. 34. 01/04/2021 Defendant Manuel Iglesias 
and Edward Moffly’s Answer 

to Second Amended 
Complaint 

PET002435-
PET002572 

XI. 35. 02/22/2021 Defendants’ Partial Motion 
for Judgment on the 

Pleadings 

PET002573-
PET002629 

XI. 36. 03/08/2021 Plaintiff Nevada 5’s 
Opposition to, and Request to 

Strike, Defendants’ Partial 
Motion for Judgment on the 

Pleadings 

PET002630- 
PET002685 

XII. 37. 03/08/2021 Plaintiff Nevada 5’s 
Opposition to, and Request to 

Strike, Defendants’ Partial 
Motion for Judgment on the 

Pleadings 

PET002686-
PET002719 

XII. 38. 03/10/2021 Reply in Support of Plaintiff 
N5HYG, LLC’s Motion for 
Partial Summary Judgment 

PET002720-
PET002759 

XII. 39. 03/24/2021 Transcript of Proceedings for 
Hearing on All Pending 

Motions, Wednesday, March 
17, 2021 

PET002760-
PET002805 

XII. 40. 03/30/2021 Notice of Entry of Order 
Denying Defendants’ Partial 
Motion for Judgment on the 

Pleadings 

PET002806-
PET002815 

  
 
 
 
 



“Exhibit 22” 

 “Exhibit 22” 



Page 159
PET001688



Page 160
PET001689



Page 161
PET001690



Page 162
PET001691



Page 163
PET001692



Page 164
PET001693



Page 165
PET001694



Page 166
PET001695



Page 167
PET001696



Page 168
PET001697



Page 169
PET001698



Page 170
PET001699



Page 171
PET001700



Page 172
PET001701



Page 173
PET001702



Page 174
PET001703



Page 175
PET001704



Page 176
PET001705



Page 177
PET001706



Page 178
PET001707



Page 179
PET001708



Page 180
PET001709



Page 181
PET001710



Page 182
PET001711



Page 183
PET001712



Page 184
PET001713



Page 185
PET001714



Page 186
PET001715



Page 187
PET001716



Page 188
PET001717



Page 189
PET001718



Page 190
PET001719



Page 191
PET001720



Page 192
PET001721



Page 193
PET001722



Page 194
PET001723



Page 195
PET001724



Page 196
PET001725



Page 197
PET001726



Page 198
PET001727



Page 199
PET001728



Page 200
PET001729



Page 201
PET001730



Page 202
PET001731



Page 203
PET001732



Page 204
PET001733



Page 205
PET001734



Page 206
PET001735



Page 207
PET001736



Page 208
PET001737



Page 209
PET001738



Page 210
PET001739



Page 211
PET001740



Page 212
PET001741



Page 213
PET001742



Page 214
PET001743



Page 215
PET001744



Page 216
PET001745



Page 217
PET001746



Page 218
PET001747



Page 219
PET001748



Page 220
PET001749



Page 221
PET001750



Page 222
PET001751



Page 223
PET001752



Page 224
PET001753



Page 225
PET001754



Page 226
PET001755



Page 227
PET001756



Page 228
PET001757



Page 229
PET001758



Page 230
PET001759



Page 231
PET001760



Page 232
PET001761



Page 233
PET001762



    “Exhibit 23” 

“Exhibit 23” 



Case Number: A-17-762664-B

Electronically Filed
6/3/2019 1:31 PM
Steven D. Grierson
CLERK OF THE COURT

PET001763



PET001764



PET001765



PET001766



PET001767



PET001768



      “Exhibit 24” 

“Exhibit 24” 



Case Number: A-17-762664-B

Electronically Filed
6/25/2019 12:49 PM
Steven D. Grierson
CLERK OF THE COURT

PET001769



PET001770



PET001771



PET001772



PET001773



PET001774



PET001775



PET001776



PET001777



PET001778



PET001779



PET001780



PET001781



PET001782



PET001783



PET001784



PET001785



PET001786



PET001787



PET001788



PET001789



PET001790



PET001791



PET001792



PET001793



PET001794



PET001795



EXHIBIT “1” 

 

PET001796



PET001797



EXHIBIT “2” 
PET001798



PET001799



PET001800



EXHIBIT “3” 
PET001801



1 Joel E. Tasca, Esq. 
Nevada Bar No. 14124 

2 Maria A. Gall, Esq. 
Nevada Bar No. 14200 

3 Kyle E. Ewing, Esq. 
Nevada Bar No. 14051 

4 BALLARD SPAHR LLP 
1980 Festival Plaza Drive, Suite 900 

5 Las Vegas, Nevada 89135 
Telephone: (702) 471-7000 

6 Fax: (702) 471-7070 
tasca@ballardspahr. com 

7 gallm@ballardspahr.com 
ewingk@ballardspahr.com 

8 
Severin A. Carlson, Esq. 

9 Nevada Bar No. 9373 
Tara C. Zimmerman, Esq. 

10 Nevada Bar No. 12146 
KAEMPFER CROWELL 

11 50 West Liberty St., Suite 700 
Reno,Nevada 89501 

12 Telephone: (775) 852-3900 
Fax: (775) 327-2011 

13 scarlson@kcnvlaw.com 
tzimmerman@kcnvlaw.com 

14 
Attorneys for Defendants 

15 

16 
IN THE FIRST JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA 

IN AND FOR CARSON CITY 

17 CLAUDIO ARELLANO, et al., 

18 Plaintiffs, 

19 v. 

20 HYGEA HOLDINGS CORP., et al., 

21 Defendants. 

22 

23 

24 

1 

Case No. 18 OC 00071 1B 
Dept. No. II 

DEFENDANTS' TRIAL STATEMENT 
PURSUANT TO FJDCR 10 

PET001802



1 DEFENDANTS' TRIAL STATEMENT PURSUANT OT F JDCR 10 

2 Defendants Hygea Holdings Corp. ("Hygea" or the "Company"), Manuel Iglesias, 

3 Edward Moffly, Daniel T. McGowan, Frank Kelly, Martha Mairena Castillo, Glenn Marrichi, 

4 Keith Collins, M.D., Jack Mann, M.D., and Joseph Campanella, by and through their counsel of 

5 record, hereby provide this Trial Statement Pursuant to FJDCR 10. 

6 A. 

7 

8 

CONCISE STATEMENT OF THE CLAIMED FACTS SUPPORTING 
DEFENDANTS' DEFENSES 

1. With respect to Hygea's issued and outstanding stock, as of the filing of this Trial 

9 Statement, Hygea had at least 432,107,293 issued and outstanding shares, and thus, Plaintiffs, at 

10 most, collectively hold 6.79% ofHygea's issued and outstanding stock, broken down as follows 

11 for each Plaintiff: 

12 I Plaintiff II Shares II % I 
Arellano 2,313,200 0.54% 

Crown Equity's 250,000 0.06% 
13 

14 Fifth A venue 2254 100,000 0.02% 
Halevi Enterprises 500,000 0.12% 

15 Halevi SV1 250,000 0.06% 
Halevi SV2 250,000 0.06% 

16 Hillcrest Acquisitions 250,000 0.06% 
Hillcrest Center SV I 250,000 0.06% 

17 Hillcrest Center SV II 250,000 0.06% 
Hillcrest Center SV III 500,000 0.12% 

IBH Capital 250,000 0.06% 
18 

19 Leonite Capital 500,000 0.12% 
N5HYG 23,437,500 5.42% 

20 RYMSSG Group 250,000 0.06% 

21 a. Plaintiff N5HYG LLC ("N5HYG") alleges in the First Amended 

22 Complaint that it alone holds 8.57% of the Company's shares. To have 8.57% ownership of the 

23 Company's issued and outstanding stock today, PlaintiffN5HYG would need to hold 37,031,595 

24 shares-8.57% being the non-fully diluted percentage of stock ownership reflected in the Stock 

2 
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1 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Purchase Agreement between N5HYG and the Company (the "SPA"). Even if N5HYG held 

37,031,595 shares today, Plaintiffs would, at most, collectively hold 9.94% of the Company's 

issued and outstanding shares. 

b. Plaintiff N5HYG knew that their shares as purchased in October 2016 

were subject to dilution, given the SPA's exception for the issuance of warrants, options, or 

similar rights to acquire Hygea's common stock, and at least as early as January 2017, N5HYG 

knew that it held less than 8.57% of Hygea's issued and outstanding shares on a then-diluted 

basis. 

2. With respect to unclean hands and waiver, Plaintiff N5HYG not only knew that 

its stock was subject to dilution, but N5HYG also relinquished the board seat on Hygea's Board 

of Directors provided for under the SPA. 

3. With respect to management, Hygea is managed by its Board of Directors, the 

members of which consist of the individual Defendants. The Board of Directors has appointed 

certain officers, who are responsible for Hygea's day-to-day operations. Keith Collins, M.D. is 

the Company's interim Chief Executive Officer, Secretary, and Chief Transition Officer. David 

Hernandez is the Company's Chief Operations Officer. Sergey Savchenko is the Company's 

acting Chief Financial Officer. 

a. Defendant Manuel Iglesias is not the Chief Executive Officer of Hygea, 

19 having resigned from that position. Although Mr. Iglesias remains a shareholder and director of 

20 the Company, he does not have operational authority over the Company. That said, Mr. Iglesias, 

21 as a co-founder of the Company, continues to consult with the Company's current executives on 

22 legacy and institutional issues, as well as in connection with the Company's current objective of 

23 affecting an asset sale. 

24 b. Defendant Edward Moffly is not the Chief Financial Officer of Hygea, 

3 
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1 having resigned from that position. Although Mr. Moffly remains a shareholder and director of 

2 the Company, he does not have operational authority over the Company. That said, Mr. Moffly, 

3 as a co-founder of the Company, continues to consult with the Company's current executives on 

4 legacy and institutional issues, as well as in connection with the Company's current objective of 

5 affecting an asset sale. 

6 4. Although Hygea is solvent, the Company acknowledges that it currently faces a 

7 cash constraint. However, the Company is managing its debts, including by having entered into 

8 forbearances and/or payment plans for those debts that are not currently the subject of any bona 

9 fide disputes. The Company's remaining debts are the subject of bonafide disputes. Moreover, 

10 Bridging Finance has provided Hygea with interim financing in order to assist with its short-term 

11 cash flow constraints and has committed to provide additional financing, as the Company 

12 requires such funds to meet continuing medium-term obligations. 

13 5. With respect to its other obligations, including payroll, Hygea pays its employees 

14 on a biweekly basis, every other Friday. Its payroll payments have not ceased, and with the 

15 exception of a handful of former C-Suite executives, all of Hygea's approximately 600 

16 employees have always been paid. 

17 6. Hygea has contracts with certain HMO plans, all of whom have a contractual right 

18 to terminate their contract with Hygea in the case that a receiver is appointed to manage the 

19 Company's affairs. If an HMO cancelled its contract with Hygea, the Medicare Advantage 

20 Patient Panel associated with that HMO would be immediately and automatically reassigned to 

21 another provider, and Hygea would permanently lose its ability to generate revenue by 

22 optimizing capitation for that particular Patient Panel. If the Patient Panel is reassigned, the new 

23 medical management service organization to which the Patient Panel would be automatically 

24 reassigned will have the right to receive all surpluses going forward, even those properly 

4 
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1 

2 

3 

4 

5 

6 

7 

attributable to the coding and services provided by Hygea from 2016, 2017, and 2018. 

7. Hygea is exploring current financing opportunities with investors, one of whom 

has issued an outstanding Letter of Intent regarding its intention to invest in Hygea, contingent 

upon the provision of an audited Quality of Earnings Report for the fiscal year ended 2017. This 

particular suitor, as well as Hygea's other current financing opportunities, are the most 

straightforward way to solve Hygea's short-term cash flow challenges. 

8. With respect to Plaintiffs' proposed receiver, Fredrick Waid, Esq., does not have 

8 any, or has very little, experience with managed care agreements or risk adjustment mechanisms, 

9 which constitutes Hygea's core competency. Moreover, Mr. Waid is not a member of the 

10 Nevada bar and does not have any, or has very little, experience with the mechanisms ofNevada 

11 corporate governance, including as set forth in NRS Chapter 78 and applicable Nevada law. 

12 9. With respect to Hygea's proposed director receiver, Dr. Keith Collins already 

13 serves as Hygea's interim CEO. Dr. Collins is a physician, Board Certified in Internal Medicine, 

14 and has been the founder and CEO of several successful health care companies. He is the 

15 founder and Managing Partner of HealthExcel, an innovative physician-driven medical services 

16 company based in Miami, which over the last ten years has incubated a number of successful 

17 spinoffs. During his time at HealthExcel, Dr. Collins has been founder and CEO of Better 

18 Health, a Florida Medicaid plan that was acquired by Simply Health Care; founder and CEO of 

19 Access PSN, which is now Sunshine Health Plan, the second-largest Medicaid HMO in Florida; 

20 founder and CEO of PhyTrust of South Carolina, now Absolute Total Care, the second-largest 

21 Medicaid HMO in South Carolina; and founder and CEO of DataLoom, a health care data 

22 integration company, among others. Prior to starting HealthExcel, Dr. Collins was Senior Vice 

23 President at Healthsource, a NYSE-listed health maintenance organization with operations in 16 

24 states, serving as Regional CEO for the health plans in New York, New Jersey, and Connecticut. 

5 
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1 B. STATEMENT OF ADMITTED OR UNDISPUTED FACTS 

2 The below represents what Defendants believe to be the parties' agreed-upon facts based 

3 on their FJDCR 10 meet and confer. The undersigned counsels understand that the parties are 

4 continuing to meet and confer and may be able to agree upon additional facts prior to the trial of 

5 

6 

7 

8 

9 

10 

the matter. 

1. 

2. 

3. 

Hygea. 

4. 

Hygea Holdings Corp. ("Hygea") is a Nevada corporation. 

Hygea's registered office is in Carson City, Nevada. 

N5HYG LLC is a stockholder of record ofHygea and holds 23,437,500 shares of 

Fifth A venue 2254 LLC is a stockholder of record of Hygea and holds 100,000 

11 shares of Hygea. 

12 5. Hillcrest Acquisitions, LLC IS a stockholder of record of Hygea and holds 

13 250,000 shares ofHygea. 

14 6. Hillcrest Center SV I is a stockholder of record of Hygea and holds 250,000 

15 shares ofHygea. 

16 7. Hillcrest Center SV II is a stockholder of record of Hygea and holds 250,000 

17 shares of Hygea 

18 8. Hillcrest Center SV III is a stockholder of record of Hygea and holds 500,000 

19 shares ofHygea. 

20 9. Leonite Capital LLC is a stockholder of record of Hygea and holds 500,000 

21 shares ofHygea. 

22 10. Crown Equities (not Crown Equity's) is a stockholder of record of Hygea and 

23 holds 250,000 shares of Hygea. 

24 

6 
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11. Halevi Enterprises, LLC is a stockholder of record of Hygea and holds 500,000 

2 shares ofHygea. 

3 

4 Hygea. 

5 

6 Hygea. 

7 

8 Hygea. 

9 

10 Hygea. 

11 c. 

12 

12. Halevi SV I is a stockholder of record of Hygea and holds 250,000 shares of 

13. Halevi SV2 is a stockholder of record of Hygea and holds 250,000 shares of 

14. Ibh Capital is a stockholder of record of Hygea and holds 250,000 shares of 

15. RYMSSG Group is a stockholder of record of Hygea and holds 250,000 shares of 

STATEMENT OF ISSUES OF LAW 

1. Do Plaintiffs have standing to maintain their claims for the appointment of a 

13 receiver under NRS 78.650 and/or 78.630, and in connection therewith, does the Court 

14 have jurisdiction to appoint a receiver under these statutes? 

15 In Shelton v. Second Judicial Dist. Court in & for Washoe Cty., the Nevada Supreme 

16 Court held in no uncertain terms that "[w]here the statute provides for the appointment of 

17 receivers, the statutory requirements must be met or the appointment is void and in excess of 

18 jurisdiction." 64 Nev. 487, 494, 185 P.2d 320, 323 (1947). Among other things, NRS 78.650 

19 and 78.630 demand that the stockholder(s) petitioning for the appointment of a receiver hold 

20 10% of the corporation's issued and outstanding stock. Plaintiffs fail to meet this threshold 

21 requirement for standing and jurisdiction. 

22 As of the filing of this Trial Statement, it is undisputed by way of the First Amended 

23 Complaint and Defendants' Answer thereto, that Plaintiffs hold 29,350,700 shares. However, 

24 also as of the filing of this Trial Statement, the Company has at least 432,107,293 issued and 

7 
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4 
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7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

outstanding shares, and thereby, Plaintiffs hold only 6.79% of the Company's issued and 

outstanding stock. Plaintiffs, therefore, lack standing to maintain this lawsuit, and the Court 

lacks jurisdiction to appoint a receiver. 

2. Are Defendants estopped from asserting that Plaintiff NSHYG holds less 

than 8.57% ofHygea's issued and outstanding stock? 

Plaintiffs have argued that Defendants are estopped from asserting that Plaintiff 

N5HYG holds less than 8.57% of Hygea's issued and outstanding stock. Plaintiffs base this 

argument on two things: (1) Hygea' s representation in the SPA that "immediately following 

such issuance [N5HYG] shall own [23,437,500] shares of Common Stock, constituting 8.57% 

of all of the issued and outstanding Common Stock;" and (2) the SPA's pre-emptive 

rights/anti-dilution provision. Although Plaintiffs fail to identify whether they reference 

equitable or promissory estoppel, the elements to establish either are the same: (1) the party to 

be estopped must be apprised of the true facts; (2) he must intend that his conduct shall be 

acted upon, or must so act that the party asserting estoppel has the right to believe it was so 

intended; (3) the party asse1iing the estoppel must be ignorant of the true state of facts; he must 

have relied to his detriment on the conduct of the party to be estopped. NGA # 2 Ltd. Liab. Co. 

v. Rains, 946 P.2d 163, 169, 113 Nev. 1151, 1160 (1997) (stating elements for a claim of 

equitable estoppel); Pink v. Busch, 691 P.2d 456, 459, 100 Nev. 684, 689 (1984) (setting fmih 

identical elements for a claim of promissory estoppel). Plaintiffs, however, cannot establish 

any of these elements, including reliance, with respect to which Plaintiffs have notably failed 

to claim that they relied on the 8.57% representation to maintain their ability to bring an action 

for a receiver, nor could they, given that this would be insufficient without joining other 

stockholders. 

Moreover, PlaintiffN5HYG knew that its 8.57% ownership was on a non-fully-diluted 

8 
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1 basis, and that such ownership was subject to dilution by way of the wanants, options, and 

2 similar rights to acquire Hygea's common stock. Indeed, N5HYG explicitly acknowledged 

3 that a fully diluted Hygea capital structure as represented to N5HYG would feature nearly 

4 400,000,000 shares (not 273,483,081). That being the case, if anyone is estopped from making 

5 their argument, it is Plaintiffs, the largest stockholder of which explicitly represented that it 

6 received notice of and had been provided to its satisfaction with complete and conect copies of 

7 the warrants outstanding prior to execution of the SPA. 

8 Finally, even if Hygea has violated the SPA's pre-emptive rights/anti-dilution 

9 provision-which Hygea does not admit that it has done-it matters not. NRS 78.650 and 

10 78.630 say nothing about dilution, permissible or not. Thus, Defendants submit that they could 

11 have issued up to the entirety of Hygea's authorized shares for the express purpose of diluting 

12 Plaintiffs (which Defendants did not do), and the 10% standing requirement of NRS 78.650 

13 and 78.630 would still apply. 

14 3. For purposes of their claims under NRS 78.650(b), (c), (d), and (e), have 

15 Plaintiffs established by a preponderance of the evidence that the Company's directors (i) 

16 are guilty of fraud or collusion or gross mismanagement in the conduct or control of its 

17 affairs, (ii) are guilty of misfeasance, malfeasance or nonfeasance, (iii) have caused the 

18 Company to be unable to conduct its business or conserve its assets, or, (iv) have caused 

19 waste, sacrifice, or loss of the Company's assets? See NRS 78.650 & 78.630. 

20 NRS 78.650(b)-(e) speak to breach of the directors' fiduciary duty, and in Nevada, the 

21 threshold for breach of fiduciary duty is significantly higher than negligence. See Bedore v. 

22 Familian, 122 Nev. 5, 12, 125 P.3d 1168, 1172 (2006) (analyzing violations ofNRS 78.650(b) in 

23 terms of breach of fiduciary duty). Indeed, Nevada demands proof of intentional misconduct, 

24 fraud, or a knowing violation of the law before any breach of fiduciary duty may be found. NRS 
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1 78.138(7) (stating that directors and officers are not liable for any breach of fiduciary duty unless 

2 it is proven that "[t]he breach of those duties involved intentional misconduct, fraud or a 

3 knowing violation of the law"). Here, there are no allegations-let alone evidence-that the 

4 Company's directors breached their fiduciary duties by engaging in intentional misconduct, 

5 fraud, or a knowing violation of the law. 

6 Indeed, the First Amended Complaint does not even speak to director negligence. 

7 Rather, Plaintiffs' First Amended Complaint speaks to alleged misconduct by Defendant Manuel 

8 Iglesias, the Company's former CEO, while acting in his capacity as CEO, and Defendant 

9 Edward Moffly, the Company's former CFO, while acting in his capacity as CFO, and even 

10 these allegations cannot be substantiated. Plaintiffs can only speculate that Messrs. Iglesias and 

11 Moffly will "likely" mismanage or divert the "substantial government reimbursements" the 

12 Company expects to receive. 

13 In addition, to the extent Plaintiffs intend to make "surprise" allegations of breach of 

14 fiduciary duty against the directors at the trial of this matter, such should not be allowed as 

15 neither the Company nor the directors have notice of such allegations. Even if the Court allowed 

16 such allegations to go forward, the directors are entitled to a presumption that they acted in good 

17 faith and in the best interests of the Company pursuant to the business judgment rule. NRS 

18 78.138(3); Shoen v. SAC Holding Corp., 122 Nev. 621, 632, 137 P.3d 1171, 1178-79 (2006). 

19 Under the business judgment rule, courts will not second guess the directors' decisions, unless it 

20 is shown that the directors are incapable of invoking its protections (e.g., because the directors 

21 are financially or otherwise interested in the challenged transaction.) See 122 Nev. at 635-36, 

22 13 7 P .3d at 1181. Here, there are no allegations-let alone evidence-that Hygea' s directors are 

23 not entitled to protections of the business judgment rule. 

24 /./././ 

10 
PET001811



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

4. For purposes of their claim under NRS 78.650, have Plaintiffs established by 

a preponderance of the evidence that the Company (a) is insolvent, or (b) although not 

insolvent, is for any cause not able to pay its debts or other obligations as they mature? 

NRS 78.650(h) & (i). 

NRS Chapter 78 does not define insolvency; however, the Court can find instruction from 

NRS 112.160, which states that "a debtor is insolvent if the sum of the debtor's debts is greater 

than all of the debtor's assets at a fair valuation." This is consistent with the Federal Bankruptcy 

Code's definition of "insolvent." See 11 USC § 101(32)(A) (defining "insolvent" for entities 

such as corporations as the "financial condition such that the sum of such entity's debts is greater 

than all of such entity's property, at fair valuation.") Hygea is not insolvent-and indeed, 

Plaintiffs have not alleged insolvency other than to argue that Hygea is purportedly presumed 

insolvent because it allegedly is not paying its debts as they become due. However-even if it 

was true that Hygea is not paying its debts as they become due-the Court cannot appoint a 

receiver on the presumption of insolvency. 

Further, Hygea is managing its debts and is able to pay its bona fide debts and obligations 

as they mature. As an initial matter, Hygea has only one large, non-insider lender, Bridging 

Finance ("Bridging"). Hygea is not in default to Bridging. Further, Bridging has provided 

Hygea with interim financing in order to assist with Hygea's short-term cash flow constraints 

and has committed to provide additional financing as Hygea requires such funds to meet 

continuing medium-term obligations, including the legal fees and other costs associated with 

defending this action. Indeed, contrary to Plaintiffs' allegations, with the exception of a handful 

of former C-suite executives who have voluntarily foregone timely payment or with whom 

Hygea is negotiating a separation or attempting to bring current, Hygea has made all payroll 

payments to its approximately 600 employees. 
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1 Moreover, with respect to the payroll taxes, Hygea acknowledges that it continues to owe 

2 back-payroll taxes for the fourth quarter of2017 and is incurring payroll tax liabilities for 2018. 

3 However, it is not unusual for a solvent company to voluntarily forego paying taxes temporarily 

4 during a period of tight cash flows, knowingly incurring a penalty to ensure that its employees 

5 and other creditors are timely paid. This is a strategic decision for management in its statutorily 

6 protected business judgment. See NRS 78.138(3); Shoen, 122 Nev. at 632, 137 P.3d at 1178-79. 

7 Moreover, Hygea expects, based on its 2018 cash flow analysis, to be cash flow positive by the 

8 end ofthe second quarter of2018. 
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5. For purposes of their claim under NRS 78.630, have Plaintiffs established by 

a preponderance of the evidence that the Company is insolvent and is not about to resume 

its business in a short time thereafter? See NRS 78.630. 

With respect to insolvency, Defendants refer the Court to the above. With respect to 

whether Hygea "is not about to resume its business in a short time thereafter," if Hygea is not 

insolvent, then it matters not whether Hygea is not about to resume its business. If, however, 

Hygea is insolvent, then Plaintiffs must demonstrate not only insolvency but also that Hygea "is 

not about to resume its business in a short time [after insolvency.]" Plaintiffs cannot make this 

showing because Hygea has not suspended its business and, in fact, continues to operate, 

including with the financing commitment provided by Bridging. If Hygea is in fact operating 

(which it is), then there is no business for it to resume. 

6. For purposes of their claim under NRS 78.630, have Plaintiffs established by 

a preponderance of the evidence that the Company's business is being conducted at a great 

loss and greatly prejudicial to the interests of its creditors or stockholders, so that its 

business cannot be conducted with safety to the public? 

Although Hygea has experienced negative cash-flow through growth related operating 
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1 activity, it is not at a "great loss ... prejudicial to the interest of its creditors and shareholders." 

2 Indeed, experiencing negative cash-flow is not unusual for a young company during its growth 

3 phase because even though a company may be generating healthy streams of revenue and cash 

4 flows, it is expending an even greater amount on cash capital expenditures to fuel its growth. 

5 This is exactly the case with Hygea, whose EBITDA for 2017 will demonstrate that Hygea is in 

6 fact financially healthy. 

7 For a Court to appoint a receiver under NRS 78.630, the Comi must find that the 

8 corporation's "business cannot be conducted with safety to the public." NRS 78.630(3). It is 

9 unclear from Plaintiffs' Complaint why Hygea's "business cannot be conducted with safety to 

10 the public" in the absence of a receiver. To the extent Plaintiffs mean to argue that Hygea is 

11 jeopardizing patient care because doctors will abandon their Hygea-owned practices due to non-

12 payment of payroll, Hygea has already addressed the fact that it has made all payroll payments to 

13 its physicians and other administrative staff. 

14 7. Is there a "pending action" within the meaning of NRS 32.010 in which the 

15 Court could appoint a receiver? 

16 NRS 32.010 demands the existence of a pending action in which to appoint a receiver. 

17 Stated differently, the appointment of a receiver under NRS 32.010 must be "ancillary to" or "in 

18 aid of' the action and not the sole claim for relief. See Int '!Life Underwriters v. Second Judicial 

19 Dist. Court in & for Washoe Cty., 61 Nev. 42, 113 P.2d 616, 619 (1941) ("The Nenzel and 

20 French Bank and other cases cited by counsel for petitioners state that under [the identical 

21 predecessor to NRS 32.010] and similar statutes there must be an action pending before a 

22 receiver can be appointed"); State ex rel. Nenzel 49 Nev. 145, 241 P. 317, 320-21 (1925) 

23 (denying an application for a receiver because the complaint sought no relief other than the 

24 appointment and citing approvingly to Vila v. Grand Island Elec. Light, Ice & Cold Storage Co., 
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1 68 Neb. 222, 97 N.W. 613, 616 (Neb. 1903)); Vila, 97 N.W. at 616 (1903) ("The law of 

2 receivership is peculiar in its nature in that it belongs to that class of remedies which are wholly 

3 ancillary or provisional, and the appointment of a receiver does not affect, either directly or 

4 indirectly, the nature of any primary right, but is simply a means by which primary rights may be 

5 more efficiently preserved, protected, and enforced in judicial proceedings. It adjudicates and 

6 determines the right of no party to the proceedings, and grants no final relief, directly or 

7 indirectly.") Here, Plaintiffs seek no relief other than the appointment of a receiver. 
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Accordingly, the Court has no jurisdiction to appoint a receiver under NRS 32.010. 

8. Does the affirmative defense of waiver and/or unclean hands bar Plaintiff 

NSHYG from seeking appointment of a receiver through the Court's equitable powers? 

"A waiver is an intentional relinquishment of a known right. ... To be effective, a waiver 

must occur with full knowledge of all material facts." State v. Sutton, 120 Nev. 972, 987, 103 

P.3d 8, 18 (2004) (quoting Thompson v. City of North Las Vegas, 108 Nev. 435, 439, 833 P.2d 

1132, 1134 (1992)). Meanwhile, "the doctrine of unclean hands derives from the equitable 

maxim that 'he who comes into equity must come with clean hands." Truck Ins. Exch. v. 

Swanson, 124 Nev. 629, 637-638, 189 P.3d 656, 662 (2008) (internal quotations and citations 

omitted). "The doctrine bars relief to a party who has engaged in improper conduct in the matter 

in which that party is seeking relief." !d. "[T]he unclean hands doctrine precludes a party from 

attaining an equitable remedy when that party's connection with the subject-matter or transaction 

in litigation has been unconscientious, unjust, or marked by the want of good faith." Las Vegas 

Fetish & Fantasy Halloween Ball, Inc. v. Ahern Rentals, Inc., 124 Nev. 272, 276, 182 P.3d 764, 

767 (2008) (internal quotations and citations omitted). "In determining whether a party's 

connection with an action is sufficiently offensive to bar equitable relief, two factors must be 

considered: (1) the egregiousness of the misconduct at issue, and (2) the seriousness of the harm 
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caused by the misconduct." Id 

2 Plaintiff N5HYG seeks to come into equity with unclean hands and having waived its 

3 right to complain of the things it now alleges. N5HYG systematically fails to acknowledge its 

4 role (or lack thereof) in the management it complains of, including by relinquishing the board 

5 seat provided for under the SPA. Stated differently, N5HYG had every opportunity to influence 

6 the management of the Company. Yet, N5HYG purposefully chose to not participate. 

7 Moreover, N5HYG knew as early as January 2017 that Hygea had issued enough stock that 

8 Plaintiffs' herein held less than 10% of Hygea's issued and outstanding stock. Accordingly, 

9 Plaintiffs' filing of a Complaint that pleads 10% stock ownership was in bad faith from the outset 

10 ofthis action. 

11 Relatedly, when N5HYG feigned surprise when Hygea pointed out that Plaintiffs did not 

12 own 10% ofHygea's issued and outstanding stock and further feigned ignorance ofthe warrants 

13 that caused the issuance of additional stock, N5HYG was engaging in theatrics lacking any good 

14 faith. These theatrics were last ditch efforts to stretch these proceedings out for as long as 

15 possible, distracting Hygea's management, causing the management attrition Plaintiffs' 

16 declarants decried in a self-fulfilling prophecy, and causing Hygea to incur hundreds of 

17 thousands of dollars in legal fees to stave off a predatory investor and its legal team, all while 

18 knowing well that Plaintiffs do not hold the requisite shares to maintain this action. 

19 9. Does ultimate justice require the appointment of a receiver, or, can the 

20 desired outcome be achieved by some other method? 

21 As to the appointment of a receiver generally, the Nevada Supreme Court stated as 

22 follows: 

23 The appointment of a receiver pendente lite is a harsh and extreme 
remedy which should be used sparingly and only when the 

24 securing of ultimate justice requires it A corollary of this rule is 
that if the desired outcome may be achieved by some method other 
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1 than appointing a receiver, then this course should be followed. 
The reasons for the above rules are fundamental: appointing a 

2 receiver to supervise the affairs of a business is potentially costly, 
as the receiver typically must be paid for his or her services. A 

3 receivership also significantly impinges on the right of individuals 
or corporations to conduct their business affairs as they see fit, and 

4 may endanger the viability of a business. The existence of a 
receivership can also impose a substantial administrative burden on 

5 the court. 

6 Hines v. Plante, 99 Nev. 259, 261, 661 P.2d 880, 881-82 (1983) (citing, among other cases, 

7 Bowler v. Leonard, 70 Nev. 370,269 P.2d 833 (1954)). 

8 Justice, here, does not ultimately demand the appointment of a receiver. As set forth 

9 above, Hygea is solvent, managing its debts, and operating under the direction of its Board of 

10 Directors through a new slate of C-Suite executives. Indeed, the appointment of a receiver 

11 would not only add to Hygea's expenses during a time of cash-constraint, but it would almost 

12 certainly render an otherwise solvent corporation insolvent, achieving the exact opposite result 

13 that the Plaintiffs purport to seek. In shmi, if a receiver is appointed, Hygea would stand to risk 

14 losing its contracts with HMO plans, all of whom have a contractual right to terminate their 

15 contract with Hygea in the case that a receiver is appointed to manage the Company's affairs. If 

16 an HMO cancelled its contract with Hygea, the Medicare Advantage Patient Panel associated 

17 with that HMO would be immediately and automatically reassigned to another provider, and 

18 Hygea would permanently lose its ability to generate revenue by optimizing capitation for that 

19 particular Patient Panel. 

20 Even more alarming, if the Patient Panel was reassigned, the new medical management 

21 service organization to which the Patient Panel would be automatically reassigned will have the 

22 right to receive all surpluses going forward, even those properly attributable to the coding and 

23 services provided by Hygea from 2016, 2017, and 2018. In other words, the free cash flows 

24 associated with revenue and accounts receivable already booked by Hygea would be 
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1 immediately and irrevocably assigned to a third-party-the money follows the Patient Panel. 

2 In addition, Hygea would stand to lose current financing opportunities with non-RIN 

3 investors, one of whom has issued an outstanding Letter of Intent regarding its intention to invest 

4 in Hygea, contingent upon the provision of an audited Quality of Earnings Report for the fiscal 

5 year ended 2017 (the "2017 QOE Report")). This particular suitor, as well as Hygea's other 

6 current financing opportunities, are the most straightforward way to solve Hygea's short-term 

7 cash flow challenges, which are the only allegations in Plaintiffs' Complaint that have been 

8 substantiated by any party's admissible evidence. Appointment of a receiver would explode all 

9 negotiations. 

10 Even ifthe Court determines that the interests of justice demand some remedy, the Court 

11 must first consider whether there exists an alternative and equally efficient method of achieving 

12 the purpose for which the receivership is sought. For instance, if the Court determines that 

13 certain ofHygea's directors have engaged in the misconduct contemplated by NRS 78.650, then 

14 the Court should first provide those directors an oppmiunity to resign. The point being that the 

15 appointment of a receiver is "harsh" and "extreme" remedy, and should be "used sparingly" and 

16 only if and as the ends of justice so require. See Bowler v. Leonard, 70 Nev. 370, 383, 269 P.2d 

17 833 (1954). 

18 10. Does Plaintiffs' proposed order appointing a receiver exceed a receiver's 

19 powers? 

20 A receiver has broad but not unlimited powers. See Fullerton v. Second Jud. Dist. Ct., 

21 111 Nev. 391, 400, 892 P.2d 935, 941 (1995). The receiver's powers are derived from the 

22 purpose of the appointment, and he or she must act for the benefit of all persons interested in the 

23 property. !d. In these regards, Plaintiffs' proposed order appointing a receiver is problematic, 

24 including, without limitation, for the following reasons (and for the avoidance doubt, this list is 
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1 not exhaustive): 

2 First, Plaintiffs' request that the "receiver oversee Hygea in place of Hygea's board of 

3 directors and to do all things that Hygea's Board is authorized to do in the absence of a receiver" 

4 but at the same time allowing the Board "to remain in place [but in an] inferior [position] to that 

5 of the Receiver, whose authority shall prevail over the Board's," is non-sensical, gives the 

6 receiver unfettered power, and purports to essentially enslave the Board of Directors. If a 

7 receiver is appointed, his or her authority must be specifically defined and be tied to the purpose 

8 of the appointment. 

9 Second, Plaintiffs' request that the receiver "manage Hygea in the place of its officers; to 

1 0 do all things that Hygea' s officers are authorized to do in the absence of a receiver; and to direct 

11 the officers as their superior," is likewise non-sensical, gives the receiver unfettered power, and 

12 purports to essentially enslave the Company's officers. Again, if a receiver is appointed, his or 

13 her authority must be specifically defined and tied to the purpose ofthe appointment. Moreover, 

14 the receiver cannot at the same time "manage Hygea in the place of its officers" and "direct the 

15 [displaced] officers as their superior." 

16 Third, while it would not be unusual for a receiver "[t]o access all of Hygea's books, 

17 records, documents, and other materials, including all financial records," subject to the purpose 

18 of the receivership, an order requiring a receiver to "make the materials available to the 

19 shareholders" would exceed any basis for the appointment of a receiver." Plaintiffs request for 

20 this power demonstrates at least a part of their true intent in bringing this lawsuit. Plaintiffs are 

21 clearly upset that Hygea is not providing to them the unfettered access to the records Plaintiffs 

22 believe they entitled to review. However, this lawsuit is not the mechanism by which Plaintiffs 

23 should seek to enforce their purported rights to access such information. 

24 Fourth, Plaintiffs' again reveal part of their true intent in bringing this lawsuit when they 
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1 request that the receiver "oversee, conduct, review, and verify audits for all periods of time from 

2 2014 to the present, inclusive, so that there is a seamless period of time as to which audits have 

3 been conducted from the last audit in 2013 through the present and going forward." Hygea is not 

4 a public company and is not required by any state or federal law to conduct an audit. If Plaintiff 

5 N5HYG believes it has a contractual right to an audit, then it should seek to enforce that 

6 purported right through its breach of contract claim pending in federal court. 

7 Fifth, while a receiver could be empowered to "otherwise investigate the past and current 

8 affairs of Hygea," Plaintiffs do not explain the purpose of this power. At least two Plaintiffs-

9 N5HYG and Claudio Arellano-have separate lawsuits pending against Hygea and its former 

10 and current officers and directors. Plaintiffs cannot purport to use any receiver as a mechanism 

11 for seeking discovery to support their claims in such litigations when they purport that they seek 

12 the receiver only to maintain the status quo and protect Hygea's going concern status, as they 

13 have argued was the reason they brought this lawsuit since the outset of the case. 

14 Sixth, and finally, Plaintiffs do not identify the cost of the receivership, and contrary to 

15 their representations at the first hearing in this lawsuit, Plaintiffs seek to impose these 

16 unidentified costs on Hygea. Thus, Defendants are left to speculate on the financial burden, 

17 although Defendants submit that it is not unreasonable to presume that the burden would be high. 

18 For instance, given that that proposed receiver will apparently be running the entirety of Hygea, 

19 it would not be unreasonable to assume that he or she will work at least 60 hours per week. At a 

20 rate of $500/hour, the receiver alone would cost $30,000/week. In addition, the receiver will 

21 undoubtedly be represented by counsel, which would impose yet another cost on the 

22 receivership. 

23 /./././ 

24 /./././ 
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1 11. If the Court determines that the appointment of a receiver is appropriate 

2 under NRS 78.650, must the Court give preference to a non-negligent director in such 

3 appointment? NRS 78.650(4) ("The court may, if good cause exists therefor, appoint one or 

4 more receivers for such purpose, but in all cases directors or trustees who have been guilty of no 

5 negligence nor active breach of duty must be preferred in making the appointment.") See also 

6 Peri-Gil Corp. v. Sutton, 84 Nev. 406, 411, 442 P.2d 35, 38 (1968) ("By the terms of [NRS 

7 78.650( 4)] a non-negligent director is entitled to preferential consideration.") 

8 Hygea submits that if the Court decides to appoint a receiver, that Dr. Keith Collins, its 

9 interim CEO and a current director, be so appointed, and requests an opportunity to present Dr. 

1 0 Collins's qualifications to the Court either at or after the trial of this matter (should the Court 

11 determine that it will bifurcate the trial from a proceeding to appoint a receiver.) 

12 12. If the Court determines the appointment of a receiver is appropriate, must it 

13 require Plaintiffs to post a bond? 

14 Should the Court appoint a temporary receiver and enJOin the corporation and its 

15 management from exercising their ordinary powers, the Court must require Plaintiffs to post a 

16 bond. See N.R.C.P. 65(c); Shelton, 185 P.2d at 323-24. Here, Hygea requests a bond in the 

17 amount between $350 million and $450 million, which represents the approximate, present value 

18 of Hygea. As set forth above, a receivership, in and of itself, would materially damage Hygea' s 

19 ability to continue as a "going concern," including, without limitation, because (1) Hygea would 

20 stand to risk losing its contracts with HMO plans, and (2) if an HMO cancelled its contract with 

21 Hygea, the Medicare Advantage Patient Panel associated with that HMO would be immediately 

22 and automatically reassigned to another provider and Hygea would permanently lose its ability to 

23 generate revenue by optimizing capitation for that particular Patient Panel. Thus, if Hygea and 

24 its management are wrongfully enjoined from exercising their ordinary powers in favor of a 
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1 receiver, Hygea and its shareholders would stand to lose the entire value of Hygea. Thus, a bond 

2 securing its present value is appropriate. 

3 D. 

4 

LIST OF SUMMARIES OR SCHEDULES REFERRING TO ATTACHED 
ITEMIZED EXHIBITS CONCERNING THE DATA AND REASONS UPON 
WHICH THE EXPERT BASES HIS OPINION 

5 Give the uniquely postured nature of this lawsuit, Defendants have not yet made a Rule 

6 16.1 disclosure of their identified expert, Craig Greene. On May 4, 2018, the Court ordered 

7 Defendants to provide the disclosure by May 9, 2018. Plaintiffs will update and supplement this 

8 Trial Statement, if any supplement is necessary, subsequent to providing that disclosure. 

9 E. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 F. 

22 

23 

24 

NAMES AND ADDRESSES OF ALL WITNESSES, EXCEPT IMPEACHING 
WITNESSES 

1. Dr. Keith Collins, 16430 NE 27th Place, North Miami Beach, FL 33160 

2. Dr. Jack Mann, 27 Birchwood Lane, Kings Point, NY, 11024 

3. Craig Greene, McGovern & Greene, 2831 St. Rose Pkwy., Suite 227, Henderson 

NV 89052 

4. Sergey Savchenko, 3580 NW 85th Court, Apt 452, Doral, FL 33122 

5. Kevin Moreau, Bridging Finance, 77 King St W, Suite 2925, Toronto, ON, 

M5K 1K7, Canada 

6. Manuel Iglesias, 1408 Brickell Bay Drive, Unit 415, Miami, FL 33131 

7. Edward Moffly, 185 SW 7th St, Apt 3301, Miami, FL 33130 

OTHER COMMENTS, SUGGESTIONS, OR INFORMATION WHICH MAY 
ASSIST THE COURT IN THE TRIAL OR DISPOSITION OF THE CASE 

None at this time. 

[continued on the next page] 
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AFFIRMATION 

Pursuant to NRS 239B.030, the undersigned hereby affirms this document does not 

contain the social security number of any person. 

CERTIFICATION 

Pursuant to FJDCR 10, the undersigned herby cettifies that counsel for all patties met 

and stipulated to as many facts and issues as possible. 

Dated this 7th day of May, 2018. 

Severin A. Carlson, Esq. 
Nevada Bar No. 9373 
Tara C. Zimmerman, Esq. 
Nevada Bar No. 12146 
50 West Liberty St., Suite 700 
Reno, Nevada 89501 

Joel E. Tasca, Esq. 
Nevada Bar No. 14124 
Maria A. Gall, Esq. 
Nevada Bar No. 14200 
Kyle A. Ewing, Esq. 
Nevada BarNo. 14051 
BALLARD SPAHR LLP 

• • 

1980 Festival Plaza Drive, Suite 900 
Las Vegas, Nevada 89135 

Attorneys for Defendants 
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CERTIFICATE OF SERVICE 

2 Pursuant to N.R.C.P. 5, I hereby ce1tify that on May 7, 2018, a true and correct copy of 

3 DEFENDANTS' TRIAL STATEMENT was served on the following counsel of record by U.S. 

4 Mail, postage-prepaid, with a comtesy copy sent by e-mail: 

5 G. Mark Albright, Esq. 
D. Chris Albright, Esq. 

6 ALBRIGHT, STODDARD, WARNICK & ALBRIGHT 
801 South Rancho Drive, Suite D-4 

7 Las Vegas, Nevada 89106 

8 Ogonna M. Brown, Esq. 
HOLLY DRIGGS, WALCH FINE WRA Y PUZEY THOMPSON 

9 400 South Fourth Street 
Las Vegas, Nevada 89101 

10 
James W. Puzey, Esq. 

11 HOLLY DRIGGS, WALCH FINE WRA Y PUZEY THOMPSON 
800 South Meadows Parkway, #800 

12 Reno, Nevada 89521 

13 Christopher D. Kaye, Esq. 
(admitted pro hac vice) 

14 THE MILLER LAW FIRM, P .C. 
950 W. University Drive, Suite 300 

15 Rochester, Michigan 48307 

16 Attorneys for Plaintiffs 
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1 Leonite Capital LLC, N5HYG, LLC, and RYMSSG Group LLC state for their Complaint as 

2 follows: 
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1. Defendant Hygea Holdings Corp. ("Hygea") is a Nevada corporation. Its business 

is acquiring and managing physician practices and similar medical providers. 

2. Plaintiff Claudio Arellano ("Arellano") is an individual residing in the State of 

Florida. 

3. Plaintiff Arellano paid $2,813,200 for his 2,813,200 shares of Hygea pursuant to a 

December 2014 Stock Purchase Agreement (the "Arellano Stock Purchase Agreement"). Exhibit 

"A," pp. 10-11. Pursuant to the terms ofthe Arellano Stock Purchase Agreement, Arellano holds 

2,313,200 shares in Hygea as of the date of this filing; the balance of 500,000 shares is due to be 

issued to him in December 2018. 

4. N5HYG paid $30 million for its shares of Hygea in an October 2016 Stock 

Purchase Agreement (the "N5HYG Stock Purchase Agreement"). Hygea represented the 

23,437,500 shares that N5HYG bought to represent 8.57 percent of the shares ofHygea. 

5. All Plaintiffs are aware of an action that was initially filed in this Court on October 

5th 2017. It was assigned to Department 25 and received case number A-17-762664-B. One of the 

defendants removed the case to Federal District Court ofNevada, where it is currently pending at 

N5HYG, LLC, eta! v. Hygea Holdings Corp., eta!, No. 2:17-cv-02870-JCM-PAL, Judge James C. 

Mahan. 

6. In that action, Defendant Hygea filed a motion to dismiss the plaintiffs' complaint 

[Dkt. # 11 ], to which Hygea attached as Exhibit A the aforestated Stock Purchase Agreement 

stating that Hygea sold to N5HYG "Twenty-Three Million Four Hundred Thirty-Seven Thousand 

Five Hundred (23,437,500) shares of Common Stock, constituting 8.57% of all of the issued and 

outstanding Common Stock .... " Exhibit "B," p. 1. 
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1 7. Plaintiff Fifth A venue 2254, LLC ("Fifth A venue") is a limited liability company 

2 organized under the laws ofthe State ofNew York. 
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8. Plaintiff Fifth A venue is a registered shareholder of Hygea possessing 100,000 

shares. Exhibit "C," p. 1. 

9. Plaintiff Hillcrest Acquisitions, LLC ("Hillcrest Acquisitions") is a limited liability 

company organized under the laws ofthe State ofNew York. 

10. Plaintiff Hillcrest Acquisitions is a registered shareholder of Hygea possessing 

250,000 shares. Exhibit "C," p. 2. 

11. Plaintiff Hillcrest Center SV I, LLC ("Hillcrest SV I") 1s a limited liability 

company organized under the laws ofthe State ofNew York. 

12. Plaintiff Hillcrest Center SV I is a registered shareholder of Hygea possessing 

250,000 shares, for which it paid $125,000. Exhibit "C," p. 3. 

13. Plaintiff Hillcrest Center SV II, LLC ("Hillcrest SV II") is a limited liability 

company organized under the laws ofthe State ofNew York. 

14. Plaintiff Hillcrest Center SV II is a registered shareholder of Hygea possessing 

250,000 shares, for which it paid $125,000. Exhibit "C," p. 4. 

15. Plaintiff Hillcrest Center SV III, LLC ("Hillcrest SV III") is a limited liability 

company organized under the laws ofthe State ofNew York. 

16. Plaintiff Hillcrest Center SV III is a registered shareholder of Hygea possessing 

500,000 shares, for which it paid $125,000. Exhibit "C," p. 5. 

17. Plaintiff Leonite Capital, LLC ("Leonite") is a limited liability company organized 

24 under the laws of the State of Delaware. 

25 

26 

27 

28 

18. Plaintiff Leonite is a registered shareholder of Hygea possessing 500,000 shares, 

for which it paid $125,000. Exhibit "C," p. 6. 
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1 19. Plaintiff Crown Equity's LLC ("Crown") is a limited liability company organized 

2 under the laws of the State of Delaware. 
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20. Plaintiff Crown is a registered shareholder ofHygea possessing 250,000 shares. 

21. Plaintiff Halevi Enterprises, LLC ("Halevi Enterprises") is a limited liability 

company organized under the laws of the State of Delaware. 

22. Plaintiff Halevi Enterprises is a registered shareholder of Hygea possessing 

500,000 shares. 

23. Plaintiff Halevi SV 1, LLC ("Halevi SV 1 ") is a limited liability company organized 

under the laws of the State of Delaware. 

24. Plaintiff Halevi SV1 is a registered shareholder of Hygea possessing 250,000 

shares. 

25. Plaintiff Halevi SV2, LLC ("Halevi SV2") is a limited liability company organized 

under the laws of the State of Delaware. 

26. Plaintiff Halevi SV2 is a registered shareholder of Hygea possessing 250,000 

shares. 

27. Plaintiff Ibh Capital LLC ("Ibh") is a limited liability company organized under the 

laws of the State of Delaware. 

28. Plaintifflbh is a registered shareholder ofHygea possessing 250,000 shares. 

29. Plaintiff RYMSSG Group, LLC ("RYMSSG") is a limited liability company 

22 organized under the laws of the State of Delaware. 

23 30. Plaintiff RYMSSG is a registered shareholder of Hygea possessing 250,000 shares 

24 for which it paid $100,000. 

25 
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27 
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31. PlaintiffN5HYG, LLC ("N5HYG") is a limited liability company organized under 

the laws of the State of Michigan for the purpose of acquiring owning shares in Hygea. All of its 
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1 membership shares are owned by Nevada 5, Inc., a corporation organized under the laws of the 

2 State ofNevada. 
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32. Based on the N5HYG Stock Purchase Agreement's calculations, Plaintiff Arellano, 

Crown, Fifth Avenue, Halevi Enterprises, Halevi SV1, Halevi SV2, Hillcrest Acquisitions, 

Hillcrest SV I, Hillcrest SV II, Hillcrest SV III, Ibh, Leonite, and RYMSSG thus collectively own 

5,663,200 shares- approximately 2.07 percent of the shares ofHygea. 

33. Together, based upon Hygea's calculations and representations set forth in the 

N5HYG Stock Purchase Agreement, the Plaintiffs herein currently own more than 10 percent of 

the shares of Hygea. 

34. Hygea has well more than 30 shareholders. 

3 5. Venue and jurisdiction are proper in this Court. 

36. Hygea is managed by a Board of Directors. Its top executives are CEO Manuel 

Iglesias ("Iglesias") and CPO Ted Moffly ("Moffly"). 

3 7. Hygea' s business model is that it acquires and manages independent medical 

practices, primarily doctors' practices, focusing on the Southeastern United States and Florida in 

particular. It acquires practices from their doctor owners; the doctors go from being owners to 

employees, paid a salary by Hygea or its subsidiary medical practice. Hygea's fundamental value 

proposition is: let the doctors focus on medical care, while Hygea uses its economies of scale and 

operational expertise to effectively operate the practices from a business perspective. 

38. Hygea' s opportunity to service its substantial network of patients, which Hygea has 

23 represented to be in excess of 100,000, is perhaps its greatest asset. 

24 39. Hygea is failing and running out of cash. 

25 40. Apparently, Hygea paid its payroll through its American Express account for some 

26 
time until it was apparently poised to fail to "make payroll" this past fall, until it ultimately was 

27 

28 
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1 apparently able to do so. Upon information and belief, Hygea owes approximately $10 million to 

2 American Express. Exhibit "D.". 
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41. Given Hygea's apparent troubles, Hygea hired an outside consultant, FTI, to review 

its financial performance. FTI has met with constant "roadblocks," as Moffly and Iglesias have 

refused to share information. Nonetheless, FTI has concluded that certain financial information 

provided by Hygea's management to its shareholders was "fabricated"; determined that Hygea's 

performance was negatively impacted by severe operational deficiencies; and was told by Iglesias 

that Iglesias had "cooked the books" to avoid problems with a previous lender. Exhibit "D." 

42. This is consistent with Plaintiffs' experience with Hygea. 

43. Based on the recent representations of Hygea representatives, Plaintiffs have since 

learned that the payroll payments have again ceased, including payments owed to physicians and 

some management-level and other administrative staff. Further, Hygea has failed to pay payroll 

taxes and is delinquent in payments to one or more large lenders. Exhibit "D." 

44. These financial conditions suggest that the company is at or near the point of 

which is consistent with what Plaintiffs have been able to learn about Hygea's 

The coming days and weeks are pivotal to Hygea's survival. Healthcare companies 

such as Hygea typically receive substantial public insurance reimbursements from the government 

(i.e. for Medicaid). These payments come twice a year - the first of which is traditionally early in 

the calendar year - and are existentially significant for the company. If these funds or other 

income are mismanaged or, worse, improperly diverted by Moffly or Iglesias, then then Hygea 

will continue to be unable to make payroll. If it fails to pay its physicians, they will abandon their 

Hygea-owned practices and Hygea will entirely collapse. 

46. The impact of such a collapse would be felt among Hygea doctors and other 

employees, whose livelihoods would be greatly harmed; patients, whose treatment would suffer 
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1 from the likely interruption in service; and Hygea's shareholders, including, but not limited to 

2 Plaintiffs, whose investments would be jeopardized ifHygea's greatest asset is wasted. 

3 47. Moreover, Hygea has periodically, and again recently, represented to shareholders 

4 
that one or more "white knight" investors would provide an influx of capital to assist the company. 

5 
Of course, this has never come to fruition. Moreover, even if true, such an influx of cash would 

6 
further heighten the need for a receiver to oversee any such transaction, given Hygea 

7 
management's demonstrated inability to properly manage its finances. 

8 

9 
48. Plaintiff Arellano filed a complaint for damages against Hygea, Iglesias, and 

1-
I 10 (9 

another Hygea executive captioned as Filing # 60229406 in the Circuit Court of the 11th Judicial 

1E m 11 
~ 

Circuit, Miami-Dade County, Florida on August 10, 2017. However, this action involves different 
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parties, a discreet claim under a Nevada statute which specifically confers jurisdiction on this 

Court, and seeks a remedy separate, apart, and distinct from the existing action. 

49. Plaintiff N5HYG joined in filing a complaint for damages against Hygea, Iglesias, 

Moffly, and Hygea's Board of Directors captioned as case number A-17-762664-B in this Court 

on October 5111 2017. It was assigned to Department 25. A default was entered against Hygea, 

(9 

1E 
18 m 

although Hygea has moved to have it set aside. One of the defendants removed it to Federal Court, 

_J 
<( 

19 
where it was assigned case number 2:17-cv-02870-JCM-PAL. The plaintiffs in that action have 

20 
moved to remand the case to this Court. Further, this action involves different parties, a discreet 

21 claim under a Nevada statute which specifically confers jurisdiction on this Court, and seeks a 

22 remedy separate, apart, and distinct from the existing action. 

23 COUNT I- APPOINTMENT OF A RECEIVER 

24 50. Plaintiffs restate each allegation as if set forth fully here. 

25 
51. Nevada law provides for the appointment of a receiver under the circumstances set 

26 
forth here. 

27 

28 
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1 52. For example, under NRS 78.650, the Court may appoint a receiver for the 

2 mismanagement of Hygea. 
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53. Likewise, a receiver may be appointed under NRS 32.010 et seq and NRS 78.630. 

54. Plaintiffs have been forced to retain attorneys to prosecute this action and are 

entitled to recover attorneys fees incurred. 

WHEREFORE Plaintiffs pray that this Honorable Court appoint a receiver to manage 

Hygea Holdings Corp. and such other related relief that the Court deems appropriate. 

{,
··-fL_ 

DATED this .dJz day of January, 2018. 

- 8 ~ 

ncho Drive, Suite D~4 
Las Vegas, Nevada 89106 
Attorneys for Plaintiffs 
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Plaintiffs Exhibit "A" 

:::: 

ALL CARE MANAGEMENT SJ~RVICES, INC. 

aud 

CLAUDIO ARELLANO 

concerning the sale of stocl< of 

ALL CARE MANAGEMENT SERVICES, INC. 

to 

HYGEA HOLDINGS CORP. 

December 2, 2014 
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STOCK PURCHASE AGREEMENT 

THIS STOCK PURCHASE AGREEMENT (the "Agreement'') is made and entered 
into as of the 2nd day of December, 2014, by and among Hygea Holdings Corp., a Nevada 
corporation (the "Buyg"), All Care Management Services; Inc., a Florida corporation, d/b/a 
All Care Health Nenvorks (the "Compaf\:l''), and Claudio Arellano (the "Seller"). The Buyer, 
the Company and the Sellet· may, for the purposes ofthis Agreement, be referred to, individually, 
as "illltl.Y," and collectively, as "partie~." 

RECITALS: 

WHEREAS, the Company is a management services organization ("MSO") that 
manages Medicare Advantage Plan Contracts and Medicaid Contracts, and in each case 
subcontracts with physicians and other healthcare providers that perfom1 services 1mder those 
contracts. The Company currently operates out of 13335 SW 124u1 Street, Suite 115, Miami, FL 
33186 ("Business Location"). 

WHEREAS, the Seller owns, beneficially and of record, one thousand (1,000) issued and 
outstanding shares of common stock of the Company, representing 100% of the total issued and 
outstanding shares of capital stock of the Company on a fully diluted basis (collectively, the 
"Shares"). 

WHEREAS, upon the terms and subject to the conditions in this Agreement, the Seller 
desires to sell to the Buyer, and the Buyer desires to purchase from the Seller, the Shares. 

TltRMS: 

ARTICLE, l 
DEFINITIONS 

l.l "£\~~Qy.nts Receivahle/I'>ayable" means, as of November 30, 2014, all of the 
Company's rights, title, interest and obligations in and to any and all accounts receivable, notes 
receivable, and other receivables and payables arising out of~ related to, or connected with the 
Company's operation of the MSO, as disclosed in ~chcdul~).l (un}. 

1.2 "Additional Lives" means any and all additional lives associated with physicians 
or providers associated 'With a Plan Contract (as identified on S~hedule .l.2) that join any such 
Plan Contract during the period commencing on the Closh1g Date through the Holdback Gut-off 
Date less any Life that may have voluntarily withdrawn from such Plan Contracts during the 
same period. 

1.3 "Affiliate" of a party means (a) a person or entity controlling, controlled by, or 
under common control with such party, and (b) persons or entities which control, are controlled 
by, or are under cornmon control with any entity described in the foregoing clause (a). 

1.4 "Agrecme:n.~" shall have the meaning set forth in the introductory paragraph to 
this Agreement. 

1..5 "Associated Co1nnanx" .shall have the meaning set forth in Section 7.l(rU. 

l 
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1.6 HAssociat.ed Comuanies,'.shall have the meaning set forth in ~cftlon 711(n). 

l. 7 "llf!Jaucc Sheet" und 11}:!ulgnce Sh~et Dat~" shall have the .respective meanings 
set forth in ~cctiou 3.1(h)(i) . 

.1.8 "Books nud Records" means the books and recmds of the Company including 
those relating to the development) business and operation of the MSO, including) without 
limitation, all acco1mting records, Plat1 Member information, files, invoices, customer lists, and 
supply lists, as applicable. 

l.9 "Business Activities" means the administration, management, and operation of 
independent physicians who provide services to Medicare and Medicaid beneficiaries under Phm 
Contracts or MSO Risk Contracts. 

1.10 "Business Location" shall have the meaning set forth in the Recitals to this 
Agreement, 

1.11 ",Buyer" shall have the meaning set fmth in the introductory paragl'aph to this 
Agteement. 

1.12 HJlux'w~~t&£k" shall have the meaning set forth in ~~ction 2.1(b)(ii). 

1.13 "Claim" means a claim pursuant to Article 5 that a patty is entitled, or may 
become entitled, to indemnification under this Agreement. 

.1.14 •~claim Notice" shall have the meaning set forth in ~ectio~ 5.8{!!1. 

1.15 "Closing" shall have the meaning set forth in Section 4.1. 

1.16 "s:;.J&sing Dg,t~" shall have the meaning set forth in Section 4.2. 

1.17 ''CM~" shall have the meaning set forth in §ection 3.1(r)(ii). 

1.18 '1COBRA" shall have the mea:)ling set forth-in.~S!!ec;;tti!!J'o:!!n-3~.1~ff[!!}lffi[;iil·· ----------:------

1.19 "Common Stock" means the common stock, US$.0001 par value, of the Buyer. 

1.20 HComgau;t' shall have the meaning set forth in the introductory paragraph to this 
Agreement. 

1.21 "CQntract" means a contract, commitment, lease, MSO Risk Contract, 'Plan 
Contract, Real Property Lease, agreement with any physician or other agreement or instrument. 

1.22 "Earn-Out" shall have the meaning set forth in fSection 21l(b}(iiQ. 

1.23 "Emnlgyee Bene.fit Liability" means any liability Ol' obligation of the Company 
(a) that is an accrued but unpaid monetary obligation to make a contribution under any Employee 
Benefit Plan; (b) that relates in any way to o.r arises under any Employee Benefit Plan; (c) for 
accrued vacation pay, accrued sick pay, and/or other accrued p~lid time off of any kind; (d) for 

4819·165$-4624.9 
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ac.crued employee wages and other compensation of any kind payable in the ordinary course of 
business and payroll taxes with respect thereto; (e) that is due and owing to independent 
contractors (Including owner specialists); m· (f) for other employee :fringe benefits of any kind, 
incl.uding without limitation, insurance progl'ams (which include, without limitation, COBRA 
obligations), expense reimbursement obligations, continuing education stipends, and automobile 
allowances. 

1.24 "EmnJgyee Benefit Plans" shall have the meaning set forth in Secti!!]13.1(ft)(i}. 

1.25 "Employees~' means employees of the Company, including employees who are 
not actively at work on the Closing Date due to tempor~ry (lncludi11g pregnancy or parental) 
leave, disability, layoff or severance arrangements. 

1.26 "Em1,1loymcnt Agreement" means that certain employment agreement, dated as 
of the date hereof~ by and between the Company and the Seller. 

1.27 "Encumbrance" means any lien, mortgage, pledge, claim, security interest, title 
defect, charge, condition, right of another, or other restriction or encumbran.ce, legal or equitable, 
or of any other kind whatsoever. 

1.28 "Environmental Laws" means the federal, state, regional, county, or local 
environmental, health, or safety laws, regulations,, ordinances, l'Ules, and policies and common 
law in effect on the Closing Date relating to the use, refinement., handling, treatment, removal, 
storage, production, manufacture, transportation or disposal, emissions, discharges, releases, or 
threatened releases ofHazardous Substances, or otherwise relating to protection of human health 
or the environment (including without limitation ambient air, surface water, ground water, land 
surface, or subsurface strata), as the same may be amended or modified to the Closing Date. 

1.29 "Eguinmentn me~ms the machinery, office equipment, third-party computer 
equipment, and other equipment, too.ls, spare parts, furniture, and other items of tangible 
personal property of any kind (other than Inventory) owned by the Company which are used or 
useful in the business or operation of the MSO. 

1.30 "I~scr,ow;f\.ccount" shall have the meaning set forth in fulction 2.H~l· 

1..31 "ERISA" shall have the meaning set forth in Scctiop 3.l((fl(i), 

1.32 "~'inancial Stntem~nts't shall have the meaning set forth in Section 3.1(hl. 

1.33 "Final Stock Amount In.stallm~nt" shall have the meaning set forth in ~ction 
f..l(.ll)(i~}. 

1.34 "f.it~t Stqcll.: Amount Installment" shall have the meaning set forth Section 
f-.. 1 (!>l{lli . 

.1.35 "Flow Through Enti!Y" means an entity which the Company owned an interest 
on the Closing Date that is t!'eated as a partnership for purposes of Stibchapter K of the Tax 
Code, a "controlled foreign corporation" within the meaning of Tax Code Section 957, a 
''passive foreign investment company" within the meaning of Tax Code Section 1297 for which 

4819-1653-4624.9 
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a "qualifled electing fund'' election has been made, or any other entity that under the Tax Code 
allocates items of income, gain, deduction and expense among its owners whether or not 
distributed. 

1.36 "GAAP" means generally accepted accounting principles in the United States, 
consistently applied. 

1.37 "Hazardous Substunce.§." means any toxic or hazardous waste, pollutants, or 
substances, including, without, ·limitation medical wastes, asbestos containing materh\ls or 
substances, any substance defined or .listed as a 1'hazardous substance/' ~'toxic substance," "toxic 
pollutant," or similarly identifi.ed substances or mixture, in or pursuant to any Environmental 
Law, and medical or infectious wastes. 

1.38 "Health care Laws" shall have the meaning set forth in ~_ection 3.1(r}(i). 

1..39 "H!P 4£;\." shall have the meaning set forth in Section 3.1{r){viii}. 

1.40 11HIP AA CQ,!!!,J.lliance Plan" shall have the meaning set forth in Section 
3.1{r)(viii}. 

1.41 "HIPAA Compliant" shall have the meaning set forth in Section3.1{r){vjii). 

1.42 "HITECH Act" shall have the meaning set forth in Scction3.1(r)CvUi). 

1.43 "Holdback Paymenf' shall have the meaning set forth in Section 2.1( c). 

1.44 "Holdback C!tt-oft' Date" shall have the meaning set forth in Section 2.1(b)Cii). 

1.45 "Indebtedness" means, at a particular time, without duplicationt to the extent 
required to be reflected as a liability on a balance sheet prepated. in accordance with GAAP, (i) 
any indebtedness for borrowed money or .issued in substitution for or exchange of indebtedness 
for borrowed money, (ii) any indebtedness evidenced by any note, bond, debenture or other debt 
security, (iii) any indebtedness for the deferred purchase price of property OJ' services with 
respect to which a Person is liable, contingently ot· otherwiset as obligor or otherwise (other than 
trade payables and other current liabilities incurred in the Ordinary Course which are not more 
than ninety (90) days past due), (iv) any obligations under capitalized leases with respect to 
which a Person is liable as obligor, (v) any indebtedness secured by a Enctm1brance on a 
Person's assets, (vi) any distributions payable or loans/udvances payable to any related parties or 
partners as of the Closing, (vii) any non~compete payments, eam-out obligations and other 
obligations to former owners of businesses acqLJired by the Company, (viii) any other liabilities 
recorded in accordance with GAAP on the balance sheet of the Company (applied on a basis 
consistent with the annual Financial Statements) as of the Closing, which are not due within one 
(1) year of the Closing, including any unfunded employee or retiree obligations and any 
cnviro11mentul liabilities, (ix) all guaranties in connection with the foregoing, and (x) any 
accrued interest, penalties, fees a11d expenses on any of the foregoing. 

1.46 

1.47 

4819·1553-4624.9 
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1.48 '1lnsUl'ancc Policies" shall have the meaning set :forth in $.ection 3.!(ee). 

1.49 ",lnvcntOt:Y" means supplies, including but not limited to, office materials. 

1..50 "Law" means any law, statute, ordinance, code, rule, order, or regulation of any 
governmental unit, court, or administrative or regulatory agency. 

1.51 "!A.~" means Plan Members. 

1.52 "Loss" means any claim, liability, loss, damage, cost, or expense (including, 
without limitation, diminution in value, lost profits, attorneys' fees, and costs of investigation 
and litigation). 

1.53 "Market Price" shall have the meaning set forth in Section 2.l(b)(iil. 

1.54 "Material Adverse Effect" means a material adverse effect on the business, 
assets, liabilities, condition (financial or otherwise), prospects, operations, operating results or 
earnings of the Company or the Buyer (as applicable). 

1.55 "Medicaid" shall have the meaning set :forth in Section 3.J.!r.lffi. 

1.56 ''Medi£are"~shall have the meaning set forth in S.ection 3.l(r)(Q, 

1.57 "MedJ(late f\dvantnge Plan" means a type of Medicare health plan offered by a 
private company that contracts with Medicare to provide lvtedicare beneficiaries with all of their 
Part A and Part B beneftts in return for receipt of a set amount from Medicare per e111'olled 
Medicare beneflciary and any deductibles/copays due from the Medicare beneficiaries. 

1.58 HM§Q'' shall mean the business in which the Company conducts its Business 
Activities at or from the Real Property. 

1.59 ''MSO Employecs't shall have the meaning set forth in Sectionj1!(9). 

1.60 "MSO Physician" shnllmean a physician who is Ctlrrently engaged in an MSO 
Physician Contract to provide medical services to Plan Members. 

1.61 "MSO l~)an," shall mean any Plan with whom the Company has a MSO Risk 
Contract. 

1..62 "MSO J>rovider" shall mean a physician or any other type ofhealthcare provide1· 
who is currently engaged in an MSO Physician Contract to provide medical services to Plan 
Members, · 

1.63 "MSO Risk Contract" means a. full-risk contract between the Company and Plan 
in which the Company is paid a capitation payment and assumes the full financial risk for a Plan 
Member's care. 
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1.64 H~" means all of the Company's right, title, and interest in and to the 
Company's n~u11es, including fictitious names, as set forth in the introductory paragraph to the 
Agreementl and any derivative or variation of such Names. 

1.65 "Neutral Arbiter', means an independent auditing or actuarial firm, as 
applicable, of nationally or regionally recognized standing selected by the mutual agreement of 
the parties within 15 days of the date on which the parties detetmine to appoint a Neutral Arbiter 
or, if parties don't ·agree to a Neutral Arbiter within such period, an independent auditing or 
actuarial firm, as applicable, of nationally or regionally recognized standing selected jointly by 
two other such firms, one of which shall be specified by Buyer and one of which shall be 
specified by Selle1', within 15 days after the expiration of such period. 

1.66 "Qq;le~tion )~" shall have the meaning set fotih in Section 5.3. 

1.67 "Order" means any award, civil investigative demand, decision, injmtction, 
decree, judgment, order, ruling, charge, subpoena, verdict, non .. Qrdinary Course information 
demand or other restriction entered, issued or made by any Governmental Authority. 

1.68 "Ordinal'I •. ~Q'l,ll'S-9" shall mean the ordinat'y course of business of the Company, 
consistent with past custom and practice (including as applicable, with respect to quantity and 
frequency). 

1.69 "Patient M!fdlcru Records" means the written notes, documents, medical charts, 
plans of care, diagnoses, and other documentation addressing the medical history, illnesses, 
injuries, treatments, procedures, prognosis and other pertinent health-related information 
prepared or maintained for each patient or Plan Member for whom MSO Physicians perform 
medical services in connection with the treatment of such patient by such MSO Physicians or 
any other professional pursuant to a Plan Contract or MSO Risk Contract. 

1.70 "Permit" means any permit, license, franchise, certificate of occupancy, 
operating ce1tificate, accreditation, approval or othe1' Govermnental Authorization (including 
OSHA ratings) of any Governmental Authority. 

1. 71 HPersonni l)roperty" means all of the tangible personal property owned by the 
Company and located at, comprising, and/or used or useful in or relating to the operation of the 
MSO, including, without limitation, all office furniture, fixtures, computer software and licenses, 
leasehold improvements, supplies, Inventory, Equipment, Books and Records, medical 
instruments, materials, and consumables, together with any and aU wananties thereon (to the 
extent same are assignable), including without limitation those described on §.£.be~ule 111! 
attached to this Agreement. 

1.72 "Pet•sonal Property Leases" shall have the meaning set forth in Section 3.1(:y). 

1.73 "Plan" means a Medicare Advantage Plan or Medicaid plan offered by a private 
payor that contracts with Medicare or Medicaid to provide its Plan Members with Medicare Part 
A and Part B Benefits or Medicaid beneftts. 

.1.74 
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1.75 "Plan Member" means an individual eligible to receive covered medical sc.rvices 
from. MSO Physicians under a contract with a Plan or MSO Plan. Plan Members may also be 
referred to as "Lives." ' 

1.76 ~'f.d.Y..~X !lid Security Rul~s" shall have the meaning set forth in §~£!!2.!.! 
3.1(!J(viiQ. 

1.77 "Proceeding'' means any action, arbitration, audit, hearing, investigation, 
litigation or suit whether civil, criminal, administrative, investigative or informal brought, 
conducted, commenced or heard by or before any Governmental Authority or arbitrator. 

1.78 "Purchase Price" shall have the meaning set forth in ~ection 2.1(b}. 

1.79 "Purchase Price Formula" shall have the meaning set forth in Section2.1(b). 

1.80 ",Purchase Price Calculations,' shall rne~m the calculation of the Purchase Price 
using the Purchase Price Formula. 

l.81 ";Real Property" means the leasehold interest in tl1e Business Location and any 
other real property described in the Real Property Leases. 

1.82 "Real Progcrty Leases'' shall have the meaning set fbtih in Section 3.1(x}. 

1.83 HR~gistration 'Expenses" shall have the meaning set forth in ~ecthm 2.2{d}. 

1.84 "Resolution Period" shall have the meaning set forth in Section 5.4,. 

1.85 "Restricted PerlQ.Q." shall have the meaning set fol'th in Section 7.1(n}. 

1.86 "Restricted Territot:y" shall have the meaning set forth i11 ~ection 7.1(n}. 

1.87 "Second Stock Amount Installments" shall have the meaning set forth in 
Section 2.1(b)(iil. 

1.88 "the Seller's Kno~ledge" shall mean actual knowledge of the Seller after 
reasonable inquiry. 

1.89 "Shares'' shall have the meaning set forth in the Recitals to this Agreement. 

1.90 ''Similar Business" shall have the meaning set forth in Section 7.:liul . 

.1.91 "~ybsidiaryt' means, with respect to any Person, any corporation, limited liability 
company, partnership, association or other business entity of which (i) if a corporation, a 
majority of the total voting power of shares of stock entitled (without regard to the occurrence of 
any contingency) to vote in the election of directms, managers or trustees thereof is at the time 
owned or controtled, directly or indirectly, by that Person or one or more of the other 
Subsidiaries of that Person or a combination thereof ot· (ii) if a limited liability company, 
partnership, association or other business entity (othel' than a corporation), a majority of 
partnership or other similar ownership interest thereof is at the tim.e owned or controlled, directly 
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or indirectly~ by that .Person or one or more Subsidiaries of that Person or a combination thereof 
and for this purpose, a Person or Persons owns a majot·ity ownership interest in such a business 
entity (other than a corporation) if such Person. or Persons shall be allocated a majority of such 
business entity's gains or losses or shall be or control any mtmaging director or genetal partn.er of 
such business entity (other than a c,\Orporation), The term HSubsidiary" shall include all 
Stibsidiaries of such Subsidiary. 

1.92 HTax" means (i) any income, value added and other taxes, levies, imposts, 
deductions, charges an.d withholdings in the nature of taxes whatsoever (including, without 
limitation, taxes concerning income, capital gains, sales, value added, franchise, withholding, 
payroll, employment, social security, severance, stamp or property tax and est:imatod taxes, 
customs duties, fees, assessments and charges of any kind ), (ii) all interest, penalties, fines, 
additions to tax. or additional amounts imposed by an.y taxing authority in connection with any 
item described in clause (i) and (iii) any transferee liability in respect of any items described in 
clauses (i) or (ii) payable by reason of Contract, assumption, transferee liability, operation of 
Law, Treasury Regulation Section 1.1502~6(a) (or a11y predecessot· or successor thereof and any 
analogous or similar provision under Law) or otherwise, 

1.93 "1'nx Cog~" means the U.S. Internal Revenue Code of 1986, as amended. 

1.94 "Tax Return" means any return, report or statement required to be filed with 
respect to any Tax (including any elections, declarations, schedules or attachments thereto, and 
any amendment thereof) including any information return, c.laim for refund, amended return or 
declaration of estimated Tax, and including, where permitted or requited, combined, 
consolidated or unitary retnrns fot' any group of entities that iuclndes the Company or any of its 
Affiliates. 

1.95 "Jhird-Ptu~jl Suit" means a suit or proceeding by u third party with respect to 
which a Claim is made. 

1.96 "Third Stock Amount Installment" shall have the moaning set forth in §.,Qctlon 
2.1(b)(ii), 

1.97 "Trpde Accounts Payable" means recurring trade obligations (a) that arise from 
the acquisition of rnerchandise, materials, supplies, and services used in the provision of goods 
and services in com1ection with the MSO, and (b) which are directly related to the continuing 
operation of the MSO. Trade Accounts Payable shall be limited to amounts due third parties for 
goods and services and shall not include any indebtedness or any Employee Benefit Liabilities, 
accrued but unpaid interest of any kind, or real estate taxes. 

1.98 "Transactions Rule" shall have the meaning set forth in ~.!tction 3.1(r)(viii). 

1.99 "Transfer Tnxcs" shall have the meaning set forth in Section 6.4. 

1.100 "Iricarc" means the healthcare program of the United States Department of 
Defense Military Health System, which provides civilian health benefits for military personnel, 
military retirees and their dependents, including some mtmlbers of the Reserve Component (as 
defi.ned therein). 
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STOCK PURCHASE AGREEMENT 

This Stock Purchase Agreement (as amended or otherwise modified in accordance with the terms 
hereof, this "Agreement"), dated as of October 5, 2016 (the "Effective Date"), is entered into by and 
among NSHYG LLC, a Michigan limited liability company ("Buyer"), HYGEA HOLDINGS CORP., a 
Nevada corporation ("Seller"), and the Seller Principals (defined below). Buyer, Seller and the Seller 
Principals are sometimes referred to in this Agreement collectively as the ".Parties" or individually as a 
"Party." Any reference to "Seller" herein shall include any predecessor of Seller. Unless the context 
otherwise requires, terms used in this Agreement that are capitalized and not otherwise defined in context 
will have the meanings set forth or cross-referenced in Article 1. 

RECITALS 

WHEREAS, the Seller Principals each own (directly and indirectly, as applicable) common stock 
of Seller ("Common Stock") which in the aggregate constitutes 30.36% of the issued and outstanding 
Common Stock (not taking into account the exercise of any warrants, options or similar rights to acquire 
Common Stock, and prior to taking into account the Contemplated Transactions); 

WHEREAS, Seller owns (directly and indirectly, as applicable) 100% of the issued and 
outstanding capital stock or other equity interests of each of the entities listed on Exhibit A hereto 
(collectively, the "Subsidiaries," and each, a "Subsidiary"); 

WHEREAS, through the Subsidiaries, Seller owns and operates a health care business focused 
primarily on the delivery of primary-care-based health care to patients (currently numbering 
approximately 175,000 patients) through its integrated group practices and through the Palm Network, 
Seller's independent practice association and managed services organization (collectively, the 
"Business") throughout Florida and Georgia; 

WHEREAS, Seller and the Seller Principals have determined it is in their collective best interest 
that Seller issue to Buyer an amount of Common Stock such that immediately following such issuance 
Buyer shall own Twenty-Three Million Four Hundred Thirty-Seven Thousand Five Hundred 
(23,437,500) shares of Common Stock, constituting 8.57% of all of the issued and outstanding Common 
Stock, not taking into account the exercise of any warrants, options or similar rights to acquire Common 
Stock, but taking into account the Contemplated Transactions (the "Acquired Stock"); 

WHEREAS, as payment for the Acquired Stock, Buyer shall contribute the Consideration to 
Seller; 

WHEREAS, Buyer, Seller and Seller Principals have determined that the Consideration, which 
reflects a price per share of Acquired Stock equal to $1.28 (the "Per-Share Price"), is consistent with the 
fair market value of the Acquired Stock and includes a payment for the goodwill inherent in the Acquired 
Stock; 

WHEREAS, Seller Principals will receive an indirect financial benefit from the Contemplated 
Transactions; and 

WHEREAS, the Buyer, Seller and Seller Principals desire to make certain representations, 
warranties, covenants and agreements in connection with this Agreement. 
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AGREEMENT 

NOW THEREFORE, in consideration of the premises and mutual promises herein made, and in 
consideration of the representations, warranties, covenants and agreements herein contained, the Parties, 
intending to be legally bound, hereby agree as follows: 

1. DEFINITIONS. 

As used herein, the following terms shall have the following meanings: 

"1934 Act" is defined in Section 4.26. 

"20 13 Yearly Financials" is defined in Section 4.6.1. 

"20 14 & 2015 Yearly Financials" is defined in Section 4.6.1. 

"409A Plan" is defined in Section 4.17.8. 

"Acquired Stock" is defined in the Recitals. 

"Action" means any claim, action, cause of action, law suit (whether in contract or tort or 
otherwise) or audit, litigation (whether at law or in equity and whether civil or criminal), assessment, 
grievance, arbitration, investigation, hearing, mediation, charge, complaint, inquiry, demand, notice or 
proceeding to, from, by or before any Governmental Authority or any mediator. 

"Affiliate" means, with respect to any specified Person at any time, (a) each Person directly or 
indirectly controlling, controlled by or under direct or indirect common control with such specified 
Person at such time, (b) each Person who is at such time an officer, manager (with respect to a limited 
liability company), or a member of a board of directors ot: or direct or indirect beneficial holder of at least 
5% of any class of the capital stock of, such specified Person, (c) if such specified Person is an individual, 
the Family Members of such Person and (d) the Family Members of each officer, manager, director, or 
holder described in clause (b) above. 

"Agreement" is defined in the Preamble. 

"AJCA" is defined in Section4.17.8. 

"Ancillary Agreements" means each agreement, document, instrument or certificate contemplated 
by this Agreement or to be executed by Buyer, Seller, or any Seller Principal in connection with the 
consummation of the Contemplated Transactions, in each case only as applicable to the relevant party or 
parties to such Ancillary Agreement, as indicated by the context in which such term is used. 

"Business" is defined in the Recitals. 

"Business Day" means any day, other than a Saturday, Sunday or any other day on which banks 
located in New York are authorized or required by applicable Legal Requirement to be closed. 

"Business Employee" is defined in Section 4.21.3. 

"Buyer" is defined in the Preamble. 

"Buyer Indemnified Persons" is defined in Section 7 .1. 
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"Buyer Investor Protections" is defined in Section 6.4. 

"Center" is defined in Section 4.15 .1. 

"Closing" is defined in Section 3 .2. 

"Closing Date" is defined in Section 3 .2. 

"Code" means the U.S. Internal Revenue Code of 1986, as amended. 

"Common Stock" is defined in the Recitals. 

"Compensation" means, with respect to any Person, all wages, earnings, salaries, commissions, 
compensation, remuneration, incentives, bonuses, or benefits of any kind or character whatsoever 
(including issuances or grants of equity interests or the right to acquire equity interests or compensation 
based on the value or increase in value of equity interests), required to be made or that have been made 
directly or indirectly by any Seller to such Person or Affiliates of such Person. 

"Consideration" is defined in Section 3.3. 

"Contemplated Transactions" means, collectively, the transactions contemplated by this 
Agreement, including (a) the transfer by Seller of the Acquired Stock to Buyer in exchange for the 
Consideration and (b) the execution, delivery, and performance of this Agreement and the Ancillary 
Agreements. 

"Contractual Obligation" means, with respect to any Person, any contract, agreement, deed, 
mortgage, lease, sublease, license, sublicense or other legally enforceable commitment, promise, 
undertaking, obligation, arrangement, instrument or understanding, whether written or oral, to which or 
by which such Person is a party or otherwise subject or bound or to which or by which any property, 
business, operation or right of such Person is subject or bound. 

"Data Room" means that certain virtual data room hosted by Seller in connection with the 
Contemplated Transactions using Sharepoint Online/Microsoft Office 365 under the folder name 
"Investors." 

"Debt" means, with respect to any Person, all Liabilities of such Person, without duplication 
(a) for borrowed money (including overdraft facilities) or in respect of loans or advances (including, in 
any case, any prepayment premiums due or arising as a result of the consummation of the Contemplated 
Transactions), (b) evidenced by notes, bonds, debentures, or similar Contractual Obligations, (c) for 
deferred rent or the deferred purchase price of property, goods, or services (other than trade payables or 
accruals incurred in the Ordinary Course of Business, but in any case including any deferred purchase 
price Liabilities, eamouts, contingency payments, installment payments, deferred revenue, customer 
deposits, seller notes, promissory notes, or similar Liabilities, in each case related to past acquisitions and 
whether or not contingent), (d) under capital leases or synthetic obligations which would be required to be 
capitalized in accordance with GAAP, (e) in respect of letters of credit and bankers' acceptances (in each 
case whether or not drawn, contingent, or otherwise), (f) for obligations arising under any interest rate, 
commodity, or other similar swap, cap, collar, futures contract, or other hedging arrangement, (g) for any 
credit card payables with respect to charges having a transaction date of 30 days or more prior to the 
Closing Date or related to non-business related activities, (h) all accrued interest expense, (i) accounts 
payable over 60 days, U) accounts payable to any of such Person's Affiliates, directors, shareholders, 
officers, employees, or Representatives, (k) overdrawn or negative balance cash accounts, (1) all 
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obligations of the type referred to in clauses (a) through (k) above of other Persons secured by any 
Encumbrance on any property or asset of such Person, whether or not such obligation is assumed by such 
Person all obligations of the type referred to in clauses (a) through (k) above of any other Person the 
payment of which such Person has Guaranteed, and (n) accrued but unpaid interest, fees, penalties, 
premiums (including in respect of prepayment) arising with respect to any of the items described in 
clauses (a) through (I) above). 

"Direct Owners" is defined in Section 4.5.1. 

"Disclosed Contract" is defined in Section 4.19 .2. 

"Disclosure Schedules" is defined in Section 2.2. 

"Effective Date" is defined in the Recitals. 

"Encumbrance" means any charge, claim, community or other marital property interest, 
condition, equitable interest, lien, lease, license, option, pledge, security interest, mortgage, deed of tmst, 
right of way, easement, encroachment, servitude, preemptive right, anti-dilution right, right of first offer 
or first refusal, or buy/sell agreement and any other restriction, encumbrance, or covenant with respect to, 
or condition governing the use, construction, voting (in the case of any security or equity interest), 
transfer or exercise of or receipt of income from, any other attribute of ownership. 

"Environment" means soil, surface waters, groundwater, land, stream sediments, surface or 
subsurface strata, ambient air, or indoor air, including any material or substance used in the physical 
structure of any building or improvement. 

"Environmental Laws" means any Legal Requirement relating to (a) releases or threatened 
releases of Hazardous Substances, (b) pollution or protection of health or the environment or natural 
resources, or (c) the manufacture, handling, transport, use, treatment, storage, recycling or disposal of or 
exposure to Hazardous Substances. 

".fuluity Value" means the enterprise value of Seller (including all of its subsidiaries) less Debt, 
all calculated in accordance with GAAP. 

ERISA" is defined in Section 4.17 .1. 

"ERISA Affiliate" is defined in Section 4.17.1. 

"ERISA Employer" is defined in Section 4.17.1. 

"Family Member" means, with respect to any individual, (a) such Person's spouse, (b) each 
parent, brother, sister or natural or adopted child of such Person or such Person's spouse, (c) each trust 
created for the benefit of one or more of the Persons described in clauses (a) and (b) above and (d) each 
custodian or guardian of any property of one or more of the Persons described in clauses (a) through (c) 
above in his or her capacity as such custodian or guardian. 

"Federal Health Care Program" means any plan or program that provides health benefits, whether 
directly, through insurance, or otherwise, which is funded directly, in whole or in part, by the United 
States Government or a state health care program, including, but not limited to, the Medicare and 
Medicaid programs. 
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"Financials" is defined in Section 4.6.1. 

"Fundamental Representations" means the representations and warranties of Seller set forth in 
Section 4.1 (Organization), Section 4.2 (Power and Authorization), Section 4.5 (Capitalization; 
Subsidiaries), Section4.10 (Ownership of Assets), Section 4.14 (Legal Compliance; Illegal Payments; 
Permits), Section 4.15 (Compliance with Healthcare Laws), Section 4.16 (Tax Matters), Section 4.17 
(Employee Benefit Plans), Section 4.21 (Employees) and Section 4.24 (No Brokers). 

"GAAP" means generally accepted accounting principles in the United States, as in effect on the 
Closing Date or as of the period(s) indicated. 

"Government Order" means any order, writ, judgment, injunction, decree, stipulation, ruling, 
determination, or award entered by or with any Governmental Authority. 

"Governmental Authority" means any United States federal, state, or local or any foreign 
government, or political subdivision thereof, or foreign state, or any multinational organization or 
authority or any authority, agency, or commission entitled to exercise any administrative, executive, 
judicial, legislative, police, or regulatory power, any court or tribunal (or any depatiment, bureau or 
division thereof), or any arbitrator or arbitral body. 

"Guarantee" by any Person means any obligation, contingent or otherwise, of such Person 
directly or indirectly guaranteeing or otherwise supporting in whole or in part the payment of any Debt or 
other obligation of any other Person and, without limiting the generality of the foregoing, any obligation, 
direct or indirect, contingent or otherwise, of such Person (a) to purchase or pay (or advance or supply 
funds for the purchase or payment of) such Debt or other obligation of such other Person (whether arising 
by virtue of pminership arrangements, by agreement to keep well, to purchase assets, goods, securities or 
services, to take or pay, or to maintain financial statement conditions or otherwise) or (b) entered into for 
the purpose of assuring in any other manner the obligee of such Debt or other obligations of the payment 
of such Debt or to protect such obligee against loss in respect of such Debt (in whole or in part). The term 
"Guarantee" used as a verb has a correlative meaning. 

"Hazardous Substance" means and includes each substance designated as a hazardous waste, 
hazardous substance, hazardous material, pollutant, contaminant or toxic substance or as designated with 
words of similar meaning and regulatory effect under any Environmental Law, petroleum and petroleum 
products or derivatives, asbestos and urea formaldehyde, polychlorinated biphenyls, Medical Waste, and 
any other substance for which liability or standards of conduct may be imposed under Environmental 
Law. 

"Healthcare Laws" means all federal and state laws, rules or regulations, and published program 
instructions relating to the regulation, provision or administration of, or payment for, healthcare products 
or services, including, but not limited to (a) the federal Anti-Kickback Statute (42 U.S.C. §1320a-7b(b)), 
the Physician Selt:.Referral Law, commonly known as the "Stark Law" (42 U.S.C. § 1395nn), the criminal 
health care fraud statute (18 U.S. Code§ 1347, the civil False Claims Act (31 U.S.C. §3729 et seq.), the 
Federal Food, Drug, and Cosmetics Act (21 U.S. Code §30 1 et. seq.), the Federal Controlled Substances 
Act (21 U.S. Code §801 et. seq.), the Clinical Laboratory Improvement Amendments of 1988 (42 U.S. 
Code §263a et. seq.), TRICARE (10 U.S.C. Section 1071 et seq.), Sections 1320a-7, 1320a-7a and 
1320a-7b ofTitle 42 ofthe United States Code and the regulations promulgated pursuant to such statutes; 
(b) the Health Insurance Portability and Accountability Act of 1996 (Pub. L. No. 104-191) and the 
regulations promulgated thereunder; (c) Medicare (Title XVIII of the Social Security Act) and the 
regulations and program instructions and other legally enforceable requirements promulgated thereunder; 
(d) Medicaid (Title XIX of the Social Security Act) and the regulations and other legally enforceable 
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