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                         PART I - FINANCIAL INFORMATION 

 

                          ITEM 1. FINANCIAL STATEMENTS 

 

                          PEDIATRIX MEDICAL GROUP, INC. 

 

                      CONDENSED CONSOLIDATED BALANCE SHEETS 

 

 

 

 

                                                                                 June 30, 2000           December 31, 

                                                                                  (Unaudited)                1999 

                                                                                    --------               -------- 

                                                                                              (in thousands) 

                                                                                                      

ASSETS 

Current assets: 

     Cash and cash equivalents .......................................              $  1,197               $    825 

     Accounts receivable, net ........................................                76,367                 77,726 

     Prepaid expenses ................................................                   825                    468 

     Income taxes receivable .........................................                 2,832                     -- 

     Other current assets ............................................                   821                    962 

                                                                                    --------               -------- 

         Total current assets ........................................                82,042                 79,981 

Property and equipment, net ..........................................                14,274                 13,567 

Other assets, net ....................................................               245,281                241,242 

                                                                                    --------               -------- 

         Total assets ................................................              $341,597               $334,790 

                                                                                    ========               ======== 

 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Current liabilities: 

     Accounts payable and accrued expenses ...........................              $ 31,240               $ 29,099 

     Income taxes payable ............................................                    --                     92 

     Line of credit...................................................                47,700                 48,393 

     Current portion of note payable .................................                   200                    200 

     Deferred income taxes ...........................................                17,888                 18,549 

                                                                                    --------               -------- 

         Total current liabilities ...................................                97,028                 96,333 

Note payable .........................................................                 2,050                  2,150 

Deferred income taxes ................................................                 6,279                  5,111 

Deferred compensation ................................................                 3,339                  2,309 

                                                                                    --------               -------- 

             Total liabilities .......................................               108,696                105,903 

                                                                                    --------               -------- 

Commitments and contingencies 

Stockholders' equity: 

     Preferred stock .................................................                    --                     -- 

     Common stock ....................................................                   158                    156 

     Additional paid-in capital ......................................               134,441                133,516 

     Retained earnings ...............................................                98,302                 95,215 

                                                                                    --------               -------- 

         Total stockholders' equity ..................................               232,901                228,887 

                                                                                    --------               -------- 

 

         Total liabilities and stockholders' equity ..................              $341,597               $334,790 

                                                                                    ========               ======== 

 

 

 

 

                 The accompanying notes are an integral part of 

                           these financial statements 
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                          PEDIATRIX MEDICAL GROUP, INC. 

 

                 CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 

 

                                   (Unaudited) 

 

 

 

                                                              Three Months Ended               Six Months Ended 

                                                                   June 30,                        June 30, 

                                                           -------------------------       ------------------------- 

                                                             2000            1999            2000            1999 

                                                           ---------       ---------       ---------       --------- 

 

                                                                   (in thousands, except for per share data) 

 

                                                                                                

Net patient service revenue .........................      $  55,178       $  56,767       $ 114,587       $ 110,593 

Operating expenses: 

   Salaries and benefits ............................         44,238          35,321          87,541          69,711 

   Supplies & other operating expenses ..............          6,677           5,076          12,398           9,602 

   Depreciation and amortization ....................          3,435           2,971           6,771           5,637 

                                                           ---------       ---------       ---------       --------- 

         Total operating expenses ...................         54,350          43,368         106,710          84,950 

                                                           ---------       ---------       ---------       --------- 

 

         Income from operations .....................            828          13,399           7,877          25,643 

 

Investment income ...................................             74              77             154             152 

 

Interest expense ....................................         (1,015)           (457)         (2,002)           (692) 

                                                           ---------       ---------       ---------       --------- 

     (Loss) income before income taxes ..............           (113)         13,019           6,029          25,103 

Income tax provision ................................            178           5,207           2,942          10,041 

                                                           ---------       ---------       ---------       --------- 

 

     Net (loss)income ...............................      $    (291)      $   7,812       $   3,087       $  15,062 

                                                           =========       =========       =========       ========= 

 

Per share data: 

     Net (loss) income per common and common equivalent 

       share: 

         Basic ......................................      $    (.02)      $     .50       $     .20       $     .97 

                                                           =========       =========       =========       ========= 

 

         Diluted ....................................      $    (.02)      $     .50       $     .20       $     .95 

                                                           =========       =========       =========       ========= 

 

     Weighted average shares used in 

     computing net (loss) income per 

     common and common equivalent 

     share: 

         Basic ......................................         15,778          15,500          15,702          15,466 

                                                           =========       =========       =========       ========= 

 

         Diluted ....................................         15,778          15,760          15,806          15,938 

                                                           =========       =========       =========       ========= 

 

 

 

                 The accompanying notes are an integral part of 

                           these financial statements 
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                          PEDIATRIX MEDICAL GROUP, INC. 

 

                 CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

 

                                   (Unaudited) 

 

 

 

                                                                                                           Six Months Ended 

                                                                                                                June 30, 

                                                                                                      ----------------------------- 

                                                                                                        2000                 1999 

                                                                                                      --------             -------- 

 

                                                                                                             (in thousands) 

                                                                                                                      

Cash flows from operating activities: 

     Net income ..........................................................................            $  3,087             $ 15,062 

     Adjustments to reconcile net income to net cash provided by 

         operating activities: 

         Depreciation and amortization ...................................................               6,771                5,637 

         Deferred income taxes ...........................................................                 507                3,687 

         Changes in assets and liabilities: 

              Accounts receivable ........................................................               1,359               (9,788)

              Prepaid expenses and other current assets ..................................                (216)              (1,037)

              Other assets ...............................................................                (252)                 170 

              Accounts payable and accrued expenses ......................................               2,141                1,354 

              Income taxes ...............................................................              (2,924)              (5,551)

                                                                                                      --------             -------- 

                  Net cash provided from operating activities ............................              10,473                9,534 

                                                                                                      --------             -------- 

 

Cash flows used in investing activities: 

     Physician group acquisition payments ................................................              (8,088)             (49,162)

     Purchase of property and equipment ..................................................              (2,147)              (1,707)

                                                                                                      --------             -------- 

                  Net cash used in investing activities ..................................             (10,235)             (50,869)

                                                                                                      --------             -------- 

Cash flows from financing activities: 

     Borrowings on line of credit, net ...................................................                (693)              34,043 

     Payments on note payable.............................................................                (100)                (100)

     Proceeds from issuance of common stock ..............................................                 927                1,573 

     Proceeds from issuance of subsidiary stock ..........................................                  --                5,757 

                                                                                                      --------             -------- 

 

                  Net cash provided from financing activities ............................                 134               41,273 

                                                                                                      --------             -------- 

 

Net increase (decrease) in cash and cash equivalents .....................................                 372                  (62)

Cash and cash equivalents at beginning of period .........................................                 825                  650 

                                                                                                      --------             -------- 

 

 

Cash and cash equivalents at end of period ...............................................            $  1,197             $    588 

                                                                                                      ========             ======== 

 

 

 

 

 

 

                 The accompanying notes are an integral part of 

                           these financial statements 
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                          PEDIATRIX MEDICAL GROUP, INC. 

 

              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

 

                                  June 30, 2000 

 

                                   (Unaudited) 

 

 

1.       Basis of Presentation: 

 

         The accompanying unaudited condensed consolidated financial statements 

         of Pediatrix Medical Group, Inc. (the "Company" or "Pediatrix") 

         presented herein do not include all disclosures required by generally 

         accepted accounting principles for complete financial statements. In 

         the opinion of management, these financial statements include all 

         adjustments, consisting of normal recurring adjustments and the 

         adjustment to the contractual allowance which is further described in 

         Note 3, necessary for a fair presentation of the results of interim 

         periods. 

 

         The results of operations for the three and six months ended June 30, 

         2000 are not necessarily indicative of the results of operations to be 

         expected for the year ended December 31, 2000. The interim condensed 

         consolidated financial statements should be read in conjunction with 

         the consolidated financial statements and footnotes thereto included in 

         the Company's Annual Report on Form 10-K filed with the Securities and 

         Exchange Commission on March 27, 2000. 

 

2.       Business Acquisitions: 

 

         During the first six months of 2000, the Company completed the 

         acquisition of three physician group practices. Total consideration for 

         acquisitions approximated $8.1 million in cash. 

 

         The Company has accounted for the acquisitions using the purchase 

         method of accounting and the excess of cost over fair value of net 

         assets acquired is being amortized on a straight-line basis over 25 

         years. The results of operations of the acquired practices have been 

         included in the consolidated financial statements from the dates of 

         acquisition. 

 

         The following unaudited pro forma information combines the consolidated 

         results of operations of the Company and the physician group practices 

         acquired during 1999 and 2000 as if the acquisitions had occurred on 

         January 1, 1999: 

 

 

 

                                                                    Six Months Ended 

                                                                        June 30, 

                                                         ---------------------------------------- 

                                                               2000                    1999 

                                                         ----------------        ---------------- 

                                                         (in thousands, except for per share data) 

 

                                                                            

               Net patient service revenue               $     114,672           $    128,065 

               Net income                                        3,086                 16,019 

               Net income per share: 

               Basic                                               .20                   1.04 

               Diluted                                             .20                   1.01 

 

 

         The pro forma results do not necessarily represent results which would 

         have occurred if the acquisitions had taken place at the beginning of 

         the period, nor are they indicative of the results of future combined 

         operations. 

 

3.       Allowance for Contractual Adjustments and Uncollectible Accounts: 

 

         During the three months ended June 30, 2000, the Company recorded a 

         change in its estimate of the allowance for contractual adjustments and 

         uncollectible accounts. As a result of the change, the Company 

         increased its reserve by $6.5 million. Such amount has been recorded as 

         a reduction of revenue. 
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                         PEDIATRIX MEDICAL GROUP, INC. 

 

        NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS, Continued 

 

                                   (Unaudited) 

 

4.       Accounts Payable and Accrued Expenses: 

 

         Accounts payable and accrued expenses consist of the following: 

 

 

 

                                                                      June 30,                 December 31, 

                                                                        2000                      1999 

                                                              --------------------         -------------------- 

                                                                               (in thousands) 

                                                                                      

       Accounts payable............................           $            12,151          $              9,664 

       Accrued salaries and bonuses................                         3,986                         4,366 

       Accrued payroll taxes and benefits..........                         4,035                         4,258 

       Accrued professional liability coverage.....                         6,923                         7,134 

       Other accrued expenses......................                         4,145                         3,677 

                                                              --------------------         --------------------- 

                                                              $            31,240          $             29,099 

                                                              ====================         ===================== 

 

 

5.       Net Income Per Share: 

 

         Basic net income per share is calculated by dividing net income by the 

         weighted average number of common shares outstanding during the period. 

         Diluted net income per share is calculated by dividing net income by 

         the weighted average number of common and potential common shares 

         outstanding during the period. Potential common shares consist of the 

         dilutive effect of outstanding options calculated using the treasury 

         stock method. For the three months ended June 30, 2000, the calculation 

         of diluted net income per share excludes the antidilutive effect of 

         outstanding options on weighted average common shares. 

 

6.       Contingencies: 

 

         In February 1999, the first of several federal securities law class 

         actions was commenced against the Company and three of its principal 

         officers in United States District Court for the Southern District of 

         Florida ("District Court"). The Plaintiffs are shareholders purporting 

         to represent a class of all open market purchasers of the Company's 

         common stock between April 28, 1998, and various dates through and 

         including April 1, 1999. They claim that during that period the Company 

         violated the antifraud provisions of the federal securities laws by 

         issuing false and misleading statements concerning its accounting 

         practices and financial results, focusing in particular on the 

         capitalization of certain payments made to employees in connection with 

         acquisitions and revenue recognition in light of recent inquiries 

         initiated by state investigators into the Company's billing practices. 

         The Plaintiffs seek damages in an undetermined amount based on the 

         alleged decline in the value of the common stock after the Company 

         disclosed the capitalization issue with respect to the capitalization 

         of certain payments and the inquiries by state investigators. On June 

         24, 1999, the Judge of the District Court entered an Order of 

         Consolidation consolidating into one case the several federal 

         securities law class action lawsuits. On August 20, 1999, the Judge 

         entered two Orders in the case. The first Order granted the motion made 

         by the three public pension funds to be appointed as lead Plaintiffs 

         and to have their counsel appointed as lead Plaintiffs' counsel. The 

         second Order set the administrative mechanism for handling the 

         consolidated cases, including the time limitations for the filing of a 

         Consolidated Amended Class Action Complaint. On October 7, 1999, the 

         Company filed a Motion to Dismiss the Consolidated Amended Class Action 

         Complaint. 
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                         PEDIATRIX MEDICAL GROUP, INC. 

 

        NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS, Continued 

 

                                   (Unaudited) 

 

 

6.       Contingencies, Continued: 

 

         On January 19, 2000, the Judge granted defendants' Motion to Dismiss 

         based on deficiencies in the allegations which rendered the pleading 

         insufficient as a matter of law. The Judge provided that the Plaintiffs 

         could file an Amended Complaint on or before February 3, 2000. The 

         Plaintiffs filed a Second Amended Complaint on February 3, 2000. On 

         March 10, 2000, the Company filed a Motion to Dismiss the Second 

         Amended Consolidated Class Action Complaint. The Plaintiffs answering 

         memorandum was filed on April 3, 2000, and the Company's reply 

         memorandum was filed on April 19, 2000. On June 6, 2000, the Judge 

         entered an Order holding that the allegations in the Plaintiff's Second 

         Amended Complaint satisfied the requirements to maintain a cause of 

         action and thus denied the Company's Motion to Dismiss. On July 5, 

         2000, the Company was served with Plaintiff's First Request for 

         Production of Documents. The Company is preparing its written response 

         to be filed on a timely basis. The Company continues to believe that 

         the claims are without merit and intends to defend them vigorously. 

 

         In April 1999, the Company received requests, and in one case a 

         subpoena, from investigators in Arizona, Colorado and Florida for 

         information related to its billing practices. On May 25, 2000, a 

         Settlement Agreement was entered into between the Company and the 

         Office of the Attorney General for the State of Florida ("OAG"). The 

         Company paid the OAG $40,000 to settle any possible overpayments by the 

         Florida Medicaid program from January 7, 1997 to the present time. The 

         Agreement settles all aspects of the billing inquiry in the State of 

         Florida. The Agreement states that the OAG investigation, together with 

         an independent audit performed by Ernst & Young, LLP, revealed that no 

         fraud was committed and the possible overpayment was due to lack of 

         clarity in the relevant billing codes. The Company continues to 

         cooperate with the inquiries in Arizona and Colorado. Although the 

         Company believes that its billing practices are proper, as confirmed by 

         the results of the billing inquiry by the State of Florida, the 

         investigations in Arizona and Colorado are ongoing and the Company is 

         unable to predict at this time whether they will have a material 

         adverse effect on the Company's business, financial condition or 

         results of operations. 

 

         In August 2000, the Company was served with a subpoena requesting a 

         limited number of medical records for patients treated by its 

         physicians at a single hospital. The services provided in that state 

         represent an insignificant percentage of the Company's national group 

         practice. The Company intends to fully comply with the request. 

 

         During the ordinary course of business, the Company has become a party 

         to pending and threatened legal actions and proceedings, most of which 

         involve claims of medical malpractice and are generally covered by 

         insurance. These lawsuits are not expected to result in judgments which 

         would exceed professional liability insurance coverage, and therefore 

         will not have a material impact on the Company's consolidated results 

         of operations, financial position or liquidity, notwithstanding any 

         possible insurance recovery. 
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ITEM 2.  MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

         --------------------------------------------------------------- 

         RESULTS OF OPERATIONS 

         --------------------- 

 

Results of Operations 

 

                 Three Months Ended June 30, 2000 as Compared to 

                        Three Months Ended June 30, 1999 

 

         The Company reported net patient service revenue of $55.2 million for 

the three months ended June 30, 2000, as compared with $56.8 million for the 

same period in 1999. Net patient service revenue for the three months ended June 

30, 2000 includes a charge of $6.5 million to increase the allowance for 

contractual adjustments and uncollectible accounts as of June 30, 2000. This 

charge is attributable to management's continuous assessment of accounts 

receivable which was revised to reflect the changes occurring in the Company's 

collection rates. This decline in collection rates is the result of: (i) an 

increased utilization of non-critical care codes on which the Company realizes a 

lower collection rate as a percentage of billed charges; (ii) continued 

difficulties in the health care reimbursement environment; (iii) a significant 

decline in reimbursement from non-contracted payors; (iv) continued delays in 

settlement of receivables under appeal; and (v) disruption within our collection 

offices due to the government investigations and the transition to a regional 

collection structure. Excluding the $6.5 million charge, net patient service 

revenue increased by $4.9 million for the three months ended June 30, 2000 as 

compared to the same period in 1999. Of this $4.9 million net increase, $5.6 

million, or 114.3%, was attributable to new units, including units at which the 

Company provides services as a result of acquisitions. Same unit patient service 

revenue decreased approximately $656,000, or 1.3%, for the three months ended 

June 30, 2000. The decline in same unit patient service revenue is the result of 

a lower acuity level of patient service billed and a lower expected collection 

rate in the three months ended June 30, 2000 as compared to the same period in 

1999. Same units are those units at which the Company provided services for the 

entire current period and the entire comparable period. 

 

         Salaries and benefits increased $8.9 million, or 25.2%, to $44.2 

million for the three months ended June 30, 2000, as compared with $35.3 million 

for the same period in 1999. Of this $8.9 million increase, $5.4 million, or 

60.7%, was attributable to hiring new physicians, primarily to support new unit 

growth, and the remaining $3.5 million was primarily attributable to increased 

support staff and resources added in the areas of nursing, management and 

billing and reimbursement. Supplies and other operating expenses increased $1.6 

million, or 31.5%, to $6.7 million for the three months ended June 30, 2000, as 

compared with $5.1 million for the same period in 1999. The increase was 

primarily the result of additional rent expense related to the Company's 

corporate and regional offices, increased legal fees related to government 

investigations, and the addition of new outpatient offices. Outpatient services 

require a higher level of office supplies than do inpatient services. 

Depreciation and amortization expense increased by approximately $464,000, or 

15.6%, to $3.4 million for the three months ended June 30, 2000, as compared 

with $3.0 million for the same period in 1999, primarily as a result of 

amortization of goodwill in connection with acquisitions. 

 

         Income from operations decreased approximately $12.6 million, or 93.8%, 

to approximately $828,000 for the three months ended June 30, 2000, as compared 

with $13.4 million for the same period in 1999. Excluding the $6.5 million 

charge to revenue, income from operations declined $6.1 million. 

 

         The Company recorded net interest expense of approximately $941,000 for 

the three months ended June 30, 2000, as compared with net interest expense of 

approximately $380,000 for the same period in 1999. The increase in interest 

expense in 2000 is primarily the result of funds used for the acquisition of 

physician practices and the use of the Company's line of credit for such 

purposes. 

 

         During the three months ended June 30, 2000, the Company recorded a tax 

provision of $178,000 in order to reflect a significant increase in the 

estimated effective tax rate for 2000 during the second quarter. The increase in 

the tax rate is primarily due to the change in the Company's estimated annual 

income before taxes as a result of the charge. Excluding the charge, the 

effective tax rate for the three months ended June 30, 2000 would have been 46% 

as compared to 40% for the same period in 1999. The increase was the result of a 

growth in non-deductible amounts associated with goodwill as a percentage of 

pretax income. 
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         The Company reported a net loss of approximately $291,000 for the three 

months ended June 30, 2000. Excluding the impact of the $6.5 million charge, net 

income decreased by $4.4 million, or 56.4%, to $3.4 million for the three months 

ended June 30, 2000, as compared to $7.8 million for the same period in 1999. 

The diluted net loss per common and common equivalent share was two cents for 

the three months ended June 30, 2000. Excluding the impact of the $6.5 million 

charge, diluted net income per common and common equivalent share decreased to 

22 cents for the three months ended June 30, 2000, as compared to 50 cents for 

the same period in 1999. 

 

                  Six Months Ended June 30, 2000 as Compared to 

                         Six Months Ended June 30, 1999 

 

         The Company reported net patient service revenue of $114.6 million for 

the six months ended June 30, 2000, as compared with $110.6 million for the same 

period in 1999. Net patient service revenue for the six months ended June 30, 

2000 includes a charge of $6.5 million to increase the allowance for contractual 

adjustments and uncollectible accounts as of June 30, 2000. Excluding the $6.5 

million charge, net patient service revenue increased by $10.5 million for the 

six months ended June 30, 2000. Of this $10.5 million net increase, $15.3 

million, or 145.7%, was attributable to new units, including units at which the 

Company provides services as a result of acquisitions. Same unit patient service 

revenue decreased approximately $4.8 million, or 4.6%, for the six months ended 

June 30, 2000. The decline in same unit patient service revenue is the result of 

a lower acuity level of patient service billed and a lower expected collection 

rate in the six months ended June 30, 2000 as compared to the same period in 

1999. Same units are those units at which the Company provided services for the 

entire current period and the entire comparable period. 

 

         Salaries and benefits increased $17.8 million, or 25.6%, to $87.5 

million for the six months ended June 30, 2000, as compared with $69.7 million 

for the same period in 1999. Of this $17.8 million increase, $10.4 million, or 

58.4%, was attributable to hiring new physicians, primarily to support new unit 

growth, and the remaining $7.4 million was primarily attributable to increased 

support staff and resources added in the areas of nursing, management and 

billing and reimbursement. Supplies and other operating expenses increased $2.8 

million, or 29.1%, to $12.4 million for the six months ended June 30, 2000, as 

compared with $9.6 million for the same period in 1999. The increase was 

primarily the result of additional rent expense related to the Company's 

corporate and regional offices, increased legal fees related to government 

investigations, and the addition of new outpatient offices. Outpatient services 

require a higher level of office supplies than do inpatient services. 

Depreciation and amortization expense increased by approximately $1.2 million, 

or 20.1%, to $6.8 million for the six months ended June 30, 2000, as compared 

with $5.6 million for the same period in 1999, primarily as a result of 

amortization of goodwill in connection with acquisitions. 

 

         Income from operations decreased approximately $17.7 million, or 69.3%, 

to approximately $7.9 million for the six months ended June 30, 2000 as compared 

with $25.6 million for the same period in 1999. Excluding the $6.5 million 

charge to revenue, income from operations declined $11.2 million. 

 

         The Company recorded net interest expense of approximately $1.8 million 

for the six months ended June 30, 2000, as compared with net interest expense of 

approximately $540,000 for the same period in 1999. The increase in interest 

expense in 2000 is primarily the result of funds used for the acquisition of 

physician practices and the use of the Company's line of credit for such 

purposes. 

 

         During the six months ended June 30, 2000, the Company recorded a tax 

provision of approximately $2.9 million in order to reflect a significant 

increase in the estimated effective tax rate for 2000. The increase in the tax 

rate is primarily due to the change in the Company's estimated annual income 

before taxes as a result of the charge. Excluding the charge, the effective tax 

rate for the six months ended June 30, 2000 would have been 45.5% as compared to 

40% for the same period in 1999. 

 

         The Company reported net income of approximately $3.1 million for the 

six months ended June 30, 2000. Excluding the impact of the $6.5 million charge, 

net income decreased by $8.3 million, or 55.0%, to $6.8 million for the six 

months ended June 30, 2000, as compared to $15.1 million for the same period in 

1999. Diluted net income per common and common equivalent share was 20 cents for 

the six months ended June 30, 2000. Excluding the impact of the $6.5 million 

charge, diluted net income per common and common equivalent share decreased to 

43 cents for the six months ended June 30, 2000, as compared to 95 cents for the 

same period in 1999. 
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Liquidity and Capital Resources 

 

         As of June 30, 2000, the Company had a working capital deficit of 

approximately $15 million, a decrease of $1.4 million from the working capital 

deficit of $16.4 million at December 31, 1999. The working capital deficit is 

due to the classification of the Company's line of credit as current at June 30, 

2000 and December 31, 1999. Excluding the amount due under the line of credit, 

working capital increased by approximately $673,000. 

 

         As of June 30, 2000, the Company had $27.3 million available under its 

$75 million line of credit which matures on September 30, 2000. The Company is 

currently evaluating options to obtain financing beyond the current maturity of 

its line of credit. However, there can be no assurance that the Company will be 

able to obtain financing in amounts and on terms substantially similar to its 

existing credit facility on or prior to September 30, 2000. Provided the Company 

is able to secure financing in amounts similar to those currently available 

under its line of credit, it anticipates that funds generated from operations, 

together with cash on hand, and funds available under such financing will be 

sufficient to meet its working capital requirements and finance required capital 

expenditures for at least the next twelve months. 
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ITEM 3.   QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

          ---------------------------------------------------------- 

 

         The Company's unsecured revolving credit facility, mortgage note 

payable and certain operating lease agreements are subject to market risk and 

interest rate changes. The total amount available under the credit facility is 

$75 million. At the Company's option, the credit facility bears interest at 

either LIBOR plus .875% or prime. The mortgage note payable bears interest at 

prime and the leases bear interest at LIBOR based variable rates. The 

outstanding principal balances on the credit facility and note payable were 

approximately $47.7 million and $2.3 million, respectively, at June 30, 2000. 

The outstanding balances related to the operating leases totaled approximately 

$17 million at June 30, 2000. Considering the total outstanding balances under 

these instruments at June 30, 2000 of approximately $67 million, a 1% change in 

interest rates would result in an impact to pre-tax earnings of approximately 

$670,000 per year. 
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                           PART II - OTHER INFORMATION 

 

 

ITEM 1.   Legal Proceedings 

          ----------------- 

 

                  During the ordinary course of business, the Company has become 

          a party to pending and threatened legal actions and proceedings, most 

          of which involve claims of medical malpractice and are generally 

          covered by insurance. These lawsuits are not expected to result in 

          judgments which would exceed professional liability insurance 

          coverage, and therefore will not have a material impact on the 

          Company's consolidated results of operations, financial position or 

          liquidity, notwithstanding any possible insurance recovery. 

 

                  In February 1999, the first of several federal securities law 

          class actions was commenced against the Company and three of its 

          principal officers in United States District Court for the Southern 

          District of Florida ("District Court"). The Plaintiffs are 

          shareholders purporting to represent a class of all open market 

          purchasers of the Company's common stock between April 28, 1998, and 

          various dates through and including April 1, 1999. They claim that 

          during that period the Company violated the antifraud provisions of 

          the federal securities laws by issuing false and misleading statements 

          concerning its accounting practices and financial results, focusing in 

          particular on the capitalization of certain payments made to employees 

          in connection with acquisitions and revenue recognition in light of 

          recent inquiries initiated by state investigators into the Company's 

          billing practices. The Plaintiffs seek damages in an undetermined 

          amount based on the alleged decline in the value of the common stock 

          after the Company disclosed the capitalization issue with respect to 

          the capitalization of certain payments and the inquiries by state 

          investigators. On June 24, 1999, the Judge of the District Court 

          entered an Order of Consolidation consolidating into one case the 

          several federal securities law class action lawsuits. On August 20, 

          1999, the Judge entered two Orders in the case. The first Order 

          granted the motion made by the three public pension funds to be 

          appointed as lead Plaintiffs and to have their counsel appointed as 

          lead Plaintiffs' counsel. The second Order set the administrative 

          mechanism for handling the consolidated cases, including the time 

          limitations for the filing of a Consolidated Amended Class Action 

          Complaint. On October 7, 1999, the Company filed a Motion to Dismiss 

          the Consolidated Amended Class Action Complaint. 

 

                  On January 19, 2000, the Judge granted defendants' Motion to 

          Dismiss based on deficiencies in the allegations which rendered the 

          pleading insufficient as a matter of law. The Judge provided that the 

          Plaintiffs could file an Amended Complaint on or before February 3, 

          2000. The Plaintiffs filed a Second Amended Complaint on February 3, 

          2000. On March 10, 2000, the Company filed a Motion to Dismiss the 

          Second Amended Consolidated Class Action Complaint. The Plaintiffs 

          answering memorandum was filed on April 3, 2000, and the Company's 

          reply memorandum was filed on April 19, 2000. On June 6, 2000, the 

          Judge entered an Order holding that the allegations in the Plaintiff's 

          Second Amended Complaint satisfied the requirements to maintain a 

          cause of action and thus denied the Company's Motion to Dismiss. On 

          July 5, 2000, the Company was served with Plaintiff's First Request 

          for Production of Documents. The Company is preparing its written 

          response to be filed on a timely basis. The Company continues to 

          believe that the claims are without merit and intends to defend them 

          vigorously. 

 

                  In April 1999, the Company received requests, and in one case 

          a subpoena, from investigators in Arizona, Colorado and Florida for 

          information related to its billing practices. On May 25, 2000, a 

          Settlement Agreement was entered into between the Company and the 

          Office of the Attorney General for the State of Florida ("OAG"). The 

          Company paid the OAG $40,000 to settle any possible overpayments by 

          the Florida Medicaid program from January 7, 1997 to the present time. 

          The Agreement settles all aspects of the billing inquiry in the State 

          of Florida. The Agreement states that the OAG investigation, together 

          with an independent audit performed by Ernst & Young, LLP, revealed 

          that no fraud was committed and the possible overpayment was due to 

          lack of clarity in the relevant billing codes. The Company continues 

          to cooperate with the 
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          inquiries in Arizona and Colorado. Although the Company believes that 

          its billing practices are proper, as confirmed by the results of the 

          billing inquiry by the State of Florida, the investigations in Arizona 

          and Colorado are ongoing and the Company is unable to predict at this 

          time whether they will have a material adverse effect on the Company's 

          business, financial condition or results of operations. 

 

                  In August 2000, the Company was served with a subpoena 

          requesting a limited number of medical records for patients treated by 

          its physicians at a single hospital. The services provided in that 

          state represent an insignificant percentage of the Company's national 

          group practice. The Company intends to fully comply with the request. 

 

ITEM 2.   Changes in Securities 

          --------------------- 

 

          Not applicable. 

 

 

ITEM 3.   Defaults Upon Senior Securities 

          ------------------------------- 

 

          Not applicable. 

 

 

ITEM 4.  Submission of Matters to a Vote of Security-Holders 

         --------------------------------------------------- 

 

                  (a)      The Company's Annual Meeting of Shareholders was held 

                           on May 8, 2000. 

 

                  (b)      Not required. 

 

                  (c)      The matters voted on at the Annual Meeting of 

                           Shareholders and the tabulation of votes on such 

                           matters are as follows: 

 

                           1.    Election of Directors 

 

 

 

                                               Against 

                                                 or                  Broker Non- 

           Name                   For          Withheld   Abstained     Vote 

- -------------------------------------------------------------------------------- 

 

Roger J. Medel, M.D., M.B.A.    13,673,090      494,455         0          0 

 

Michael B. Fernandez            13,673,961      493,584         0          0 

 

M. Douglas Cunningham, M.D.     13,663,095      504,451         0          0 

 

Cesar L. Alvarez                13,671,627      495,918         0          0 

 

Waldemar A. Carlo, M.D.         13,996,148      171,398         0          0 

 

G. Eric Knox, M.D.              13,995,351      172,195         0          0 
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ITEM 5.   Other Information 

          ----------------- 

 

                  This quarterly report contains statements which, to the extent 

          they are not historical fact, constitute "forward looking statements" 

          under the securities laws. All forward looking statements involve 

          risks, uncertainties and other factors that may cause the actual 

          results, performance or achievements of the Company to differ 

          materially from those expressed or implied by or in such forward 

          looking statements. The forward looking statements in this document 

          are intended to be subject to the safe harbor protection provided 

          under the securities laws. 

 

                  The Company's shareholders should also be aware that while the 

          Company does, at various times, communicate with securities analysts, 

          it is against the Company's policies to disclose to such analysts any 

          material non-public information or other confidential information. 

          Accordingly, our shareholders should not assume that the Company 

          agrees with all statements or reports issued by such analysts. To the 

          extent statements or reports issued by analysts contain certain 

          projections, forecasts or opinions about our Company, such reports and 

          statements are not the responsibility of the Company. 

 

                  For additional information identifying certain other important 

          factors which may affect the Company's operations and could cause 

          actual results to vary materially from those anticipated in the 

          forward looking statements, see the Company's Securities and Exchange 

          Commission filings, including but not limited to, the discussion 

          included in the Business section of the Company's Form 10-K under the 

          heading "Factors to be Considered". 

 

ITEM 6.   Exhibits and Reports on Form 8-K 

          -------------------------------- 

 

           (a)    Exhibits 

 

                    3.2      Pediatrix's Amended and Restated Bylaws 

                    11.1     Statement Re: Computation of Per Share Earnings 

                    27.1     Financial Data Schedule 

 

           (b)      Reports on Form 8-K 

 

                    None. 
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                                   SIGNATURES 

 

 

Pursuant to the requirements of the Securities Exchange Act of 1934, the 

Registrant has duly caused this report to be signed on its behalf by the 

undersigned thereunto duly authorized. 

 

 

                               PEDIATRIX MEDICAL GROUP, INC. 

 

 

 

Date: August 11, 2000          By: /s/ Roger J. Medel, M.D. 

                                  ------------------------- 

                                   Roger J. Medel, M.D., Chief Executive Officer 

                                   (Principal Executive Officer) 

 

 

Date: August 11, 2000          By: /s/ Karl B. Wagner 

                                  ------------------- 

                                   Karl B. Wagner, Chief Financial Officer 

                                   (Principal Financial and Accounting Officer) 
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                          PEDIATRIX MEDICAL GROUP, INC. 

 

                                     BYLAWS 

 

                                  ARTICLE ONE. 

 

                                     OFFICES 

 

         Section 1. Registered Office. The registered office of PEDIATRIX 

MEDICAL GROUP, INC., a Florida corporation (the "Corporation"), shall be at 1455 

Northpark Drive, in the City of Ft. Lauderdale, County of Broward, State of 

Florida, unless otherwise designated by the Board of Directors. 

 

         Section 2. Principal Office. The principal office of the Corporation 

shall be at 1455 Northpark Drive, in the City of Ft. Lauderdale, County of 

Broward, State of Florida, unless otherwise designated by the Board of 

Directors. 

 

         Section 3. Other Offices. The Corporation may also have offices at such 

other places, either within or without the State of Florida, as the Board of 

Directors of the Corporation (the "Board of Directors") may from time to time 

determine or as the business of the Corporation may require. 

 

 

                                   ARTICLE TWO 

 

                            MEETINGS OF SHAREHOLDERS 

                            ------------------------ 

 

         Section 1. Place. All annual meetings of shareholders shall be held at 

such place, within or without the State of Florida, as may be designated by the 

Board of Directors and stated in the notice of the meeting or in a duly executed 

waiver of notice thereof. Special meetings of shareholders may be held at such 

place, within or without the State of Florida, and at such time as shall be 

stated in the notice of the meeting or in a duly executed waiver of notice 

thereof. 

 

         Section 2. Time of Annual Meeting. Annual meetings of shareholders 

shall be held on such date and at such time fixed, from time to time, by the 

Board of Directors, provided that there shall be an annual meeting held every 

year at which the shareholders shall elect a Board of Directors (or the 

appropriate class of the Board of Directors if the Board of Directors is divided 

into two or more classes) and transact such other business as may properly be 

brought before the meeting. 

 

         Section 3. Call of Special Meetings. Special meetings of the 

shareholders shall be held if called in accordance with the procedures set forth 

in the Corporation's Articles of Incorporation (the "Articles of Incorporation") 

for the call of a special meeting of shareholders. 

 

         Section 4. Conduct of Meetings. The Chairman of the Board (or in his 

absence, the President or such other designee of the Chairman of the Board) 

shall preside at the annual and 

 

 



 

 

special meetings of shareholders and shall be given full discretion in 

establishing the rules and procedures to be followed in conducting the meetings, 

except as otherwise provided by law, the Articles of Incorporation or in these 

Bylaws. 

 

         Section 5. Notice and Waiver of Notice. Except as otherwise provided by 

law, written or printed notice stating the place, day and hour of the meeting 

and, in the case of a special meeting, the purpose or purposes for which the 

meeting is called, shall be delivered not less than ten (10) nor more than sixty 

(60) days before the day of the meeting, either personally or by first-class 

mail, by or at the direction of the President, the Secretary, or the officer or 

person calling the meeting, to each shareholder of record entitled to vote at 

such meeting. If the notice is mailed at least thirty (30) days before the date 

of the meeting, it may be done by a class of United States mail other than first 

class. If mailed, such notice shall be deemed to be delivered when deposited in 

the United States mail addressed to the shareholder at his address as it appears 

on the stock transfer books of the Corporation, with postage thereon prepaid. If 

a meeting is adjourned to another time and/or place, and if an announcement of 

the adjourned time and/or place is made at the meeting, it shall not be 

necessary to give notice of the adjourned meeting unless the Board of Directors, 

after adjournment, fixes a new record date for the adjourned meeting. Whenever 

any notice is required to be given to any shareholder, a waiver thereof in 

writing signed by the person or persons entitled to such notice, whether signed 

before, during or after the time of the meeting stated therein, and delivered to 

the Corporation for inclusion in the minutes or filing with the corporate 

records, shall be equivalent to the giving of such notice. Neither the business 

to be transacted at, nor the purpose of, any regular or special meeting of the 

shareholders need be specified in any written waiver of notice. Attendance of a 

person at a meeting shall constitute a waiver of (a) lack of or defective notice 

of such meeting, unless the person objects at the beginning to the holding of 

the meeting or the transacting of any business at the meeting, or (b) lack of 

defective notice of a particular matter at a meeting that is not within the 

purpose or purposes described in the meeting notice, unless the person objects 

to considering such matter when it is presented. 

 

         Section 6. Business and Nominations for Annual and Special Meetings. 

Business transacted at any special meeting shall be confined to the purposes 

stated in the notice thereof. At any annual meeting of shareholders, only such 

business shall be conducted as shall have been properly brought before the 

meeting in accordance with the requirements and procedures set forth in the 

Articles of Incorporation. Only such persons who are nominated for election as 

directors of the Corporation in accordance with the requirements and procedures 

set forth in the Articles of Incorporation shall be eligible for election as 

directors of the Corporation. 

 

         Section 7. Quorum and Adjournments; Postponements. 

 

         (a) The holders of a majority of the shares of capital stock of the 

Corporation issued and outstanding and entitled to vote at shareholders 

meetings, present in person or represented by proxy, shall be necessary to, and 

shall constitute a quorum for, the transaction of business at all meetings of 

the shareholders, except as otherwise provided by statute or by the Articles of 

Incorporation; provided, that, in no event shall a quorum consist of less than 

one-third (1/3) of 
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the shares of each voting group entitled to vote. In the event shareholder 

approval is a prerequisite to the listing of any additional or new securities on 

the New York Stock Exchange, the minimum vote for such approval shall be not 

less than the minimum vote required under applicable New York Stock Exchange 

rules then in effect. The shareholders present or in person or represented by 

proxy at a duly organized meeting may continue to do business until final 

adjournment of such meeting whether on the same day or on a later day, 

notwithstanding the withdrawal of enough shareholders to leave less than a 

quorum. If a meeting cannot be organized because a quorum has not attended, or 

even if a quorum shall be present or represented at any meeting of the 

shareholders, either the Chairman of the meeting or the shareholders of a 

majority of the shares entitled to vote at such meeting present in person or 

represented by proxy may adjourn the meeting from time to time. Notice of the 

adjourned meeting need not be given if the time and place of the adjourned 

meeting are announced at the meeting at which the adjournment is taken. At any 

adjourned meeting at which a quorum is present in person or represented by proxy 

of any class of stock entitled to vote separately as a class, as the case may 

be, any business may be transacted which might have been transacted at the 

meeting as originally called. 

 

         (b) Any previously scheduled meeting of the shareholders may be 

postponed, and any special meeting of the shareholders (unless the special 

meeting was called upon demand of shareholders in accordance with the 

Corporation's Articles of Incorporation) may be cancelled, by resolution of the 

Board of Directors upon "public announcement" (as hereinafter defined) given 

prior to the date previously scheduled for such meeting of shareholders. For 

purposes of these Bylaws, "public announcement" shall mean disclosure in a press 

release reported by the Dow Jones News Service, Associated Press or comparable 

national news service or in a document publicly filed by the Corporation with 

the Securities and Exchange Commission pursuant to Section 13, 14 or 15(d) of 

the Exchange Act. 

 

         Section 8. Voting Per Share. Except as otherwise provided in the 

Articles of Incorporation or by law, each shareholder is entitled to one (1) 

vote for each outstanding share held by him on each matter voted at a 

shareholders' meeting. 

 

         Section 9. Voting of Shares. A shareholder may vote at any meeting of 

shareholders of the Corporation, either in person or by proxy. Shares standing 

in the name of another corporation, domestic or foreign, may be voted by the 

officer, agent or proxy designated by the bylaws of such corporate shareholder 

or, in the absence of any applicable bylaw, by such person or persons as the 

board of directors of the corporate shareholder may designate. In the absence of 

any such designation, or, in case of conflicting designation by the corporate 

shareholder, the chairman of the board, the president, any vice president, the 

secretary and the treasurer of the corporate shareholder, in that order, shall 

be presumed to be fully authorized to vote such shares. Shares held by an 

administrator, executor, guardian, personal representative, or conservator may 

be voted by him, either in person or by proxy, without a transfer of such shares 

into his name. Shares standing in the name of a trustee may be voted by him, 

either in person or by proxy, but no trustee shall be entitled to vote shares 

held by him without a transfer of such shares into his name or the name of his 

nominee. Shares held by or under the control of a receiver, a trustee in 
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bankruptcy proceedings, or an assignee for the benefit of creditors may be voted 

by such person without the transfer thereof into his name. If shares stand of 

record in the names of two or more persons, whether fiduciaries, members of a 

partnership, joint tenants, tenants in common, tenants by the entirety or 

otherwise, or if two or more persons have the same fiduciary relationship 

respecting the same shares, unless the Secretary of the Corporation is given 

notice to the contrary and is furnished with a copy of the instrument or order 

appointing them or creating the relationship wherein it is so provided, then 

acts with respect to voting shall have the following effect: (a) if only one 

votes, in person or by proxy, his act binds all; (b) if more than one vote, in 

person or by proxy, the act of the majority so voting binds all; (c) if more 

than one vote, in person or by proxy, but the vote is evenly split on any 

particular matter, each faction is entitled to vote the share or shares in 

question proportionally; or (d) if the instrument or order so filed shows that 

any such tenancy is held in unequal interest, a majority or a vote evenly split 

for purposes hereof shall be a majority or a vote evenly split in interest. The 

principles of this paragraph shall apply, insofar as possible, to execution of 

proxies, waivers, consents, or objections and for the purpose of ascertaining 

the presence of a quorum. 

 

         Section 10. Proxies. Any shareholder of the Corporation, other person 

entitled to vote on behalf of a shareholder pursuant to law, or attorney-in-fact 

for such persons may vote the shareholder's shares in person or by proxy. Any 

shareholder of the Corporation may appoint a proxy to vote or otherwise act for 

him by signing an appointment form, either personally or by his 

attorney-in-fact. An executed telegram or cablegram appearing to have been 

transmitted by such person, or a photographic, photostatic, or equivalent 

reproduction of an appointment form, shall be deemed a sufficient appointment 

form. An appointment of a proxy is effective when received by the Secretary of 

the Corporation or such other officer or agent which is authorized to tabulate 

votes, and shall be valid for up to 11 months, unless a longer period is 

expressly provided in the appointment form. The death or incapacity of the 

shareholder appointing a proxy does not affect the right of the Corporation to 

accept the proxy's authority unless notice of the death or incapacity is 

received by the secretary or other officer or agent authorized to tabulate votes 

before the proxy exercises his authority under the appointment. An appointment 

of a proxy is revocable by the shareholder unless the appointment is coupled 

with an interest. 

 

         Section 11. Shareholder List. After fixing a record date for a meeting 

of shareholders, the Corporation shall prepare an alphabetical list of the names 

of all its shareholders who are entitled to notice of the meeting, arranged by 

voting group with the address of, and the number and class and series, if any, 

of shares held by each. The shareholders' list must be available for inspection 

by any shareholder for a period of ten (10) days prior to the meeting or such 

shorter time as exists between the record date and the meeting and continuing 

through the meeting at the Corporation's principal office, at a place identified 

in the meeting notice in the city where the meeting will be held, or at the 

office of the Corporation's transfer agent or registrar. Any shareholder of the 

Corporation or his agent or attorney is entitled on written demand to inspect 

the shareholders' list (subject to the requirements of law), during regular 

business hours and at his expense, during the period it is available for 

inspection. The Corporation shall make the shareholders' list available at the 

meeting of shareholders, and any shareholder or his agent or attorney is 

entitled to inspect the list at any time during the meeting or any adjournment. 
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         Section 12. Action Without Meeting. 

 

         (a) Unless otherwise provided in the Articles of Incorporation, and 

subject to the requirements of law and these Bylaws (including the following 

paragraphs of this Article 2, Section 12), any action required or permitted by 

law or the Articles of Incorporation to be taken at any meeting of the 

shareholders may be taken without a meeting, without prior notice and without a 

vote, if a written consent, setting forth the action so taken, shall be signed 

by the holders of outstanding stock of each voting group entitled to vote 

thereon having not less than the minimum number of votes with respect to each 

voting group that would be necessary to authorize or take such action at a 

meeting at which all voting groups and shares entitled to vote on such action 

were present or represented by proxy and voted. Such written consent shall be 

filed with the minutes of meetings of shareholders. Prompt notice of the taking 

of the corporate action without a meeting by less than unanimous written consent 

shall be given in accordance with requirements of law to those shareholders who 

have not so consented in writing. 

 

         (b) In order that the Corporation may determine the shareholders 

entitled to consent to corporate action in writing without a meeting, the Board 

of Directors may fix a record date, which record date shall not precede the date 

upon which the resolution fixing the record date is adopted by the Board of 

Directors, and which date shall not be more than 10 days after the date upon 

which the resolution fixing the record date is adopted by the Board of 

Directors. Any shareholder of record seeking to have the shareholders authorize 

or take corporate action by written consent shall, by written notice to the 

Secretary, request the Board of Directors to fix a record date. The Board of 

Directors shall promptly, but in all events within 10 days after the date on 

which such a request is received, adopt a resolution fixing the record date. If 

no record date has been fixed by the Board of Directors within 10 days of the 

date on which such a request is received, the record date for determining 

shareholders entitled to consent to corporate action in writing without a 

meeting, when no prior action by the Board of Directors is required by 

applicable law, shall be the first date on which a signed written consent 

setting forth the action taken or proposed to be taken is delivered to the 

Corporation by delivery to its registered office in Florida, its principal place 

of business or to any officer or agent of the Corporation having custody of the 

book in which proceedings of meetings of shareholders are recorded. Delivery 

made to the Corporation's registered office shall be by hand or by certified or 

registered mail, return receipt requested. If no record date has been fixed by 

the Board of Directors and prior action by the Board of Directors is required by 

applicable law, the record date for determining shareholders entitled to consent 

to corporate action in writing without a meeting shall be at the close of 

business on the date on which the Board of Directors adopts the resolution 

taking such prior action. 

 

         (c) In the event of the delivery, in the manner provided by this 

Article 2, Section 12, to the Corporation of the requisite written consent or 

consents to take corporate action and/or any related revocation or revocations, 

the Corporation shall engage nationally recognized independent inspectors of 

elections for the purpose of promptly performing a ministerial review of the 

validity of the consents and revocations. For the purpose of permitting the 

inspectors to perform such review, no action by written consent without a 

meeting shall be effective until such 
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date as the independent inspectors certify to the Corporation that the consents 

delivered to the Corporation in accordance with this Article 2, Section 12 

represent at least the minimum number of votes that would be necessary to take 

the corporate action. Nothing contained in this paragraph shall in any way be 

construed to suggest or imply that the Board of Directors or any shareholder 

shall not be entitled to contest the validity of any consent or revocation 

thereof, whether before or after such certification by the independent 

inspectors, or to take any other action (including, without limitation, the 

commencement, prosecution or defense of any litigation with respect thereto, and 

the seeking of injunctive relief in such litigation). 

 

         (d) Every written consent shall bear the date of signature of each 

shareholder who signs the consent and no written consent shall be effective to 

take the corporate action referred to therein unless, within 60 days of the date 

the earliest dated written consent was received in accordance with this Article 

2, Section 12, a written consent or consents signed by a sufficient number of 

holders to take such action are delivered to the Corporation in the manner 

prescribed in this Article 2, Section 12. 

 

         Section 13. Fixing Record Date. For the purpose of determining 

shareholders entitled to notice of or to vote at any meeting of shareholders or 

any adjournment thereof, or entitled to receive payment of any dividend, or in 

order to make a determination of shareholders for any other proper purposes, the 

Board of Directors may fix in advance a date as the record date for any such 

determination of shareholders, such date in any case to be not more than seventy 

(70) days, and, in case of a meeting of shareholders, not less than ten (10) 

days, prior to the date on which the particular action requiring such 

determination of shareholders is to be taken. If no record date is fixed for the 

determination of shareholders entitled to notice of or to vote at a meeting of 

shareholders, or shareholders entitled to receive payment of a dividend, the 

date on which the notice of the meeting is mailed or the date on which the 

resolutions of the Board of Directors declaring such dividend is adopted, as the 

case may be, shall be the record date for such determination of shareholders. 

When a determination of shareholders entitled to vote at any meeting of 

shareholders has been made as provided in this Section 13, such determination 

shall apply to any adjournment thereof, except where the Board of Directors 

fixes a new record date for the adjourned meeting or as required by law. 

 

         Section 14. Inspectors and Judges. The Board of Directors in advance of 

any meeting may, but need not, appoint one or more inspectors of election or 

judges of the vote, as the case may be, to act at the meeting or any 

adjournment(s) thereof. If any inspector or inspectors, or judge or judges, are 

not appointed, the person presiding at the meeting may, but need not, appoint 

one or more inspectors or judges. In case any person who may be appointed as an 

inspector or judge fails to appear or act, the vacancy may be filled by the 

Board of Directors in advance of the meeting, or at the meeting by the person 

presiding thereat. The inspectors or judges, if any, shall determine the number 

of shares of stock outstanding and the voting power of each, the shares of stock 

represented at the meeting, the existence of a quorum, the validity and effect 

of proxies, and shall receive votes, ballots and consents, hear and determine 

all challenges and questions arising in connection with the right to vote, count 

and tabulate votes, ballots and consents, determine the result, and do such acts 

as are proper to conduct the election or vote with 
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fairness to all shareholders. On request of the person presiding at the meeting, 

the inspector or inspectors or judge or judges, if any, shall make a report in 

writing of any challenge, question or matter determined by him or them, and 

execute a certificate of any fact found by him or them. 

 

         Section 15. Voting for Directors. Unless otherwise provided in the 

Articles of Incorporation, directors shall be elected by a plurality of the 

votes cast by the shares entitled to vote in the election at a meeting at which 

a quorum is present. 

 

 

                                  ARTICLE THREE 

 

                                    DIRECTORS 

                                    --------- 

 

         Section 1. Number; Election and Term; Removal. The number of directors 

of the Corporation shall be fixed from time to time, within the limits specified 

by the Articles of Incorporation, by resolution of the Board of Directors; 

provided, however, that no director's term shall be shortened by reason of a 

resolution reducing the number of directors. The directors (or the appropriate 

class of the Board of Directors if the Board of Directors is divided into two or 

more classes) shall be elected at the annual meeting of the shareholders, except 

as provided in Section 2 of this Article, and each director elected shall hold 

office for the term for which he is elected and until his successor is elected 

and qualified or until his earlier resignation, removal from office or death. 

Directors must be natural persons who are 18 years of age or older but need not 

be residents of the State of Florida, shareholders of the Corporation or 

citizens of the United States. Shareholders shall have the right to remove 

directors only as provided in the Articles of Incorporation. 

 

         Section 2. Vacancies. A director may resign at any time by giving 

written notice to the Corporation, the Board of Directors or the Chairman of the 

Board. Such resignation shall take effect when the notice is delivered unless 

the notice specifies a later effective date, in which event the Board of 

Directors may fill the pending vacancy before the effective date if they provide 

that the successor does not take office until the effective date. Any vacancy 

occurring in the Board of Directors and any directorship to be filled by reason 

of an increase in the size of the Board of Directors shall be filled only by the 

affirmative vote of a majority of the current directors though less than a 

quorum of the Board of Directors. Shareholders shall not, and shall have no 

power to, fill any vacancy on the Board of Directors. A director elected to fill 

a vacancy shall be elected for the unexpired term of his predecessor in office, 

or until the next election of one or more directors by shareholders if the 

vacancy is caused by an increase in the number of directors. 

 

         Section 3. Powers. Except as provided in the Articles of Incorporation 

and by law, all corporate powers shall be exercised by or under the authority 

of, and the business and affairs of the Corporation shall be managed under the 

direction of, its Board of Directors. 

 

         Section 4. Place of Meetings. Meetings of the Board of Directors, 

regular or special, may be held either within or without the State of Florida. 
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         Section 5. Annual Meeting. The first meeting of each newly elected 

Board of Directors shall be held, without call or notice, immediately following 

each annual meeting of shareholders. 

 

         Section 6. Regular Meetings. Regular meetings of the Board of Directors 

may also be held without notice at such time and at such place as shall from 

time to time be determined by the Board of Directors. 

 

         Section 7. Special Meetings and Notice. Special meetings of the Board 

of Directors may be called by the Chairman of the Board or by the President and 

shall be called by the Secretary on the written request of any two directors. 

Written notice of special meetings of the Board of Directors shall be given to 

each director at least forty-eight (48) hours before the meeting. Except as 

required by statute, neither the business to be transacted at, nor the purpose 

of, any regular or special meeting of the Board of Directors need be specified 

in the notice or waiver of notice of such meeting. Notices to directors shall be 

in writing and delivered personally or mailed to the directors at their 

addresses appearing on the books of the Corporation. Notice by mail shall be 

deemed to be given at the time when the same shall be received. Notice to 

directors may also be given by telegram, teletype or other form of electronic 

communication. Notice of a meeting of the Board of Directors need not be given 

to any director who signs a written waiver of notice before, during or after the 

meeting. Attendance of a director at a meeting shall constitute a waiver of 

notice of such meeting and a waiver of any and all objections to the place of 

the meeting, the time of the meeting and the manner in which it has been called 

or convened, except when a director states, at the beginning of the meeting or 

promptly upon arrival at the meeting, any objection to the transaction of 

business because the meeting is not lawfully called or convened. 

 

         Section 8. Quorum; Required Vote; Presumption of Assent. 

 

         (a) Unless otherwise provided by or pursuant to the Articles of 

Incorporation or these Bylaws, at all meetings of the Board of Directors, a 

majority of the total prescribed number of Directors fixed pursuant to Article 

3, Section 1 of these Bylaws shall constitute a quorum for the transaction of 

business; provided, however, that whenever, for any reason, a vacancy occurs in 

the Board of Directors, a quorum shall consist of a majority of the remaining 

directors until the vacancy has been filled except that in no event may a quorum 

consist of fewer than one-third of the number of directors so fixed. If a quorum 

is not present at any meeting of the Board of Directors, the Directors present 

may adjourn the meeting, from time to time, without notice other than 

announcement at the meeting, until a quorum shall be present. 

 

         (b) The Board of Directors of the Corporation shall have the power and 

authority to prescribe, permit or require special quorum and/or vote 

requirements for directors (including of the full Board of Directors or of any 

designated sub-group or committee of the Board of Directors), in connection with 

any action, determination, authorization and/or approval that the Board of 

Directors shall deem appropriate and shall designate for such special quorum 

and/or vote requirements, subject to the requirements of Section 607.0824 of the 

Florida Business Corporation Act. This power and authority shall include, 

without limitation, the power and 
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authority to prescribe, permit or require special quorum and/or vote 

requirements for directors (including, without limitation, special quorum or 

vote requirements for the full Board of Directors or for any designated 

sub-group or committee of the Board of Directors), in connection with any 

action, determination, authorization and/or approval in connection with any 

share purchase rights, or any agreement embodying or evidencing such share 

purchase rights, to be authorized and issued by the Corporation. Notwithstanding 

the foregoing, unless otherwise provided in the Articles of Incorporation 

(consistent with applicable law), the Board of Directors shall not (i) with 

respect to any action which by law requires action, authorization or approval of 

the Board of Directors, fix a quorum of the Board of Directors at less than a 

majority of the number of directors constituting the Board of Directors as 

prescribed by the Articles of Incorporation or these Bylaws, or (ii) delegate to 

any committee or subgroup of the Board of Directors any authorization or 

approval which, under and in accordance with Florida law, may only be taken by 

the fully constituted Board of Directors. 

 

         Section 9. Action Without Meeting. Any action required or permitted to 

be taken at a meeting of the Board of Directors or a committee thereof may be 

taken without a meeting if a consent in writing, setting forth the action taken, 

is signed by all of the members of the Board of Directors or the committee, as 

the case may be, and such consent shall have the same force and effect as a 

unanimous vote at a meeting. Action taken under this section is effective when 

the last director signs the consent, unless the consent specifies a different 

effective date. A consent signed under this Section 9 shall have the effect of a 

meeting vote and may be described as such in any document. 

 

         Section 10. Conference Telephone or Similar Communications Equipment 

Meetings. Members of the Board of Directors may participate in a meeting of the 

Board by means of conference telephone or similar communications equipment by 

means of which all persons participating in the meeting can hear each other at 

the same time. Participation in such a meeting shall constitute presence in 

person at the meeting, except where a person participates in the meeting for the 

express purpose of objecting to the transaction of any business on the ground 

the meeting is not lawfully called or convened. 

 

         Section 11. Committees. The Board of Directors, by resolution adopted 

by a majority of the full Board of Directors, may designate from among its 

members one or more other committees, each of which, to the extent provided in 

such resolution, shall have and may exercise all of the authority of the Board 

of Directors in the business and affairs of the Corporation except where the 

action of the full Board of Directors is required by statute. Each committee 

must have two or more members who serve at the pleasure of the Board of 

Directors. The Board of Directors, by resolution adopted in accordance with this 

Article Three, may designate one or more directors as alternate members of any 

committee, who may act in the place and stead of any absent member or members at 

any meeting of such committee. Vacancies in the membership of a committee shall 

be filled by the Board of Directors at a regular or special meeting of the Board 

of Directors. Each committee shall keep minutes and other appropriate records of 

its proceedings and report the same to the Board of Directors when required. The 

designation of any such 

 

                                       9 



 

 

committee and the delegation thereto of authority shall not operate to relieve 

the Board of Directors, or any member thereof, of any responsibility imposed 

upon it or him by law. 

 

         Section 12. Compensation of Directors. The directors may be paid their 

expenses, if any, of attendance at each meeting of the Board of Directors and 

may be paid a fixed sum for attendance at each meeting of the Board of Directors 

or a stated salary as director. No such payment shall preclude any director from 

serving the Corporation in any other capacity and receiving compensation 

therefor. Members of special or standing committees may be allowed like 

compensation for attending committee meetings. Directors may receive such other 

compensation as may be approved by the Board of Directors. 

 

         Section 13. Chairman of the Board. The Board of Directors may, in its 

discretion, choose a Chairman of the Board who shall preside at meetings of the 

shareholders and of the directors. The Chairman of the Board shall have such 

other powers and shall perform such other duties as shall be designated by the 

Board of Directors. The Chairman of the Board shall be a member of the Board of 

Directors but no other officers of the Corporation need be a director. The 

Chairman of the Board shall serve until his successor is chosen and qualified, 

but he may be removed at any time by the affirmative vote of a majority of the 

Board of Directors. 

 

 

                                  ARTICLE FOUR 

 

                                    OFFICERS 

                                    -------- 

 

         Section 1. Positions. The officers of the Corporation shall consist of 

a President, one or more Vice Presidents, a Secretary and a Treasurer, and, if 

elected by the Board of Directors by resolution, a Chairman of the Board. Any 

two or more offices may be held by the same person. 

 

         Section 2. Election of Specified Officers by Board. The Board of 

Directors at its first meeting after each annual meeting of shareholders shall 

elect a President, one or more Vice Presidents, a Secretary and a Treasurer. 

 

         Section 3. Election or Appointment of Other Officers. Such other 

officers and assistant officers and agents as may be deemed necessary may be 

elected or appointed by the Board of Directors, or, unless otherwise specified 

herein, appointed by the President of the Corporation. The Board of Directors 

shall be advised of appointments by the President at or before the next 

scheduled Board of Directors meeting. 

 

         Section 4. Salaries. The salaries of all officers of the Corporation to 

be elected by the Board of Directors pursuant to Article Four, Section 2 hereof 

shall be fixed from time to time by the Board of Directors or pursuant to its 

discretion. The salaries of all other elected or appointed officers of the 

Corporation shall be fixed from time to time by the President of the Corporation 

or pursuant to his direction. 
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         Section 5. Term; Resignation. The officers of the Corporation shall 

hold office until their successors are chosen and qualified. Any officer or 

agent elected or appointed by the Board of Directors or the President of the 

Corporation may be removed, with or without cause, by the Board of Directors. 

Any officers or agents appointed by the President of the Corporation pursuant to 

Section 3 of this Article Four may also be removed from such officer positions 

by the President, with or without cause. Any vacancy occurring in any office of 

the Corporation by death, resignation, removal or otherwise shall be filled by 

the Board of Directors, or, in the case of an officer appointed by the President 

of the Corporation, by the President or the Board of Directors. Any officer of 

the Corporation may resign from his respective office or position by delivering 

notice to the Corporation. Such resignation is effective when delivered unless 

the notice specifies a later effective date. If a resignation is made effective 

at a later date and the Corporation accepts the future effective date, the Board 

of Directors may fill the pending vacancy before the effective date if the Board 

provides that the successor does not take office until the effective date. 

 

         Section 6. President/Chief Executive Officer. The Chief Executive 

Officer may be the President of the Corporation, shall have general and active 

management of the business of the Corporation and shall see that all orders and 

resolutions of the Board of Directors are carried into effect. In the absence of 

the Chairman of the Board or in the event the Board of Directors shall not have 

designated a Chairman of the Board, the Chief Executive Officer shall preside at 

meetings of the shareholders and the Board of Directors. In the event the Chief 

Executive Officer is not the President of the Corporation, and is unable to 

perform the duties of Chairman or Chief Executive Officer, then the President 

shall perform such duties and have such other powers as the Board of Directors 

shall prescribe or as the Chief Executive Officer may from time to time 

delegate. 

 

         Section 7. Vice Presidents. The Vice Presidents in the order of their 

seniority, unless otherwise determined by the Board of Directors, shall, in the 

absence or disability of the President, perform the duties and exercise the 

powers of the President. They shall perform such other duties and have such 

other powers as the Board of Directors shall prescribe or as the President may 

from time to time delegate. 

 

         Section 8. Secretary. The Secretary shall attend all meetings of the 

Board of Directors and all meetings of the shareholders and record all the 

proceedings of the meetings of the shareholders and of the Board of Directors in 

a book to be kept for that purpose and shall perform like duties for the 

standing committees when required. He shall give, or cause to be given, notice 

of all meetings of the shareholders and special meetings of the Board of 

Directors, and shall perform such other duties as may be prescribed by the Board 

of Directors or President, under whose supervision he shall be. He shall keep in 

safe custody the seal of the Corporation and, when authorized by the Board of 

Directors, affix the same to any instrument requiring it. 

 

         Section 9. Treasurer. The Treasurer shall have the custody of corporate 

funds and securities and shall keep full and accurate accounts of receipts and 

disbursements in books belonging to the Corporation and shall deposit all moneys 

and other valuable effects in the name 
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and to the credit of the Corporation in such depositories as may be designated 

by the Board of Directors. He shall disburse the funds of the Corporation as may 

be ordered by the Board of Directors, taking proper vouchers for such 

disbursements, and shall render to the President and the Board of Directors at 

its regular meetings or when the Board of Directors so requires an account of 

all his transactions as treasurer and of the financial condition of the 

Corporation unless otherwise specified by the Board of Directors, the Treasurer 

shall be the Corporation's Chief Financial Officer. 

 

         Section 10. Other Officers; Employees and Agents. Each and every other 

officer, employee and agent of the Corporation shall possess, and may exercise, 

such power and authority, and shall perform such duties, as may from time to 

time be assigned to him by the Board of Directors, the officer so appointing him 

and such officer or officers who may from time to time be designated by the 

Board of Directors to exercise such supervisory authority. 

 

 

                                  ARTICLE FIVE 

 

                             CERTIFICATES FOR SHARES 

                             ----------------------- 

 

         Section 1. Issue of Certificates. The Corporation shall deliver 

certificates representing all shares to which shareholders are entitled; and 

such certificates shall be signed by the Chairman of the Board, President or a 

Vice President, and by the Secretary or an Assistant Secretary of the 

Corporation, and may be sealed with the seal of the Corporation or a facsimile 

thereof. 

 

         Section 2. Legends for Preferences and Restrictions on Transfer. The 

designations, relative rights, preferences and limitations applicable to each 

class of shares and the variations in rights, preferences and limitations 

determined for each series within a class (and the authority of the Board of 

Directors to determine variations for future series) shall be summarized on the 

front or back of each certificate. Alternatively, each certificate may state 

conspicuously on its front or back that the Corporation will furnish the 

shareholder a full statement of this information on request and without charge. 

Every certificate representing shares that are restricted as to the sale, 

disposition, or transfer of such shares shall also indicate that such shares are 

restricted as to transfer and there shall be set forth or fairly summarized upon 

the certificate, or the certificate shall indicate that the Corporation will 

furnish to any shareholder upon request and without charge, a full statement of 

such restrictions. If the Corporation issues any shares that are not registered 

under the Securities Act of 1933, as amended, or registered or qualified under 

applicable state securities laws, the transfer of any such shares shall be 

restricted substantially in accordance with the following legend: 

 

                  "THESE SHARES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES 

                  ACT OF 1933 OR UNDER ANY APPLICABLE STATE LAW. THEY MAY NOT BE 

                  OFFERED FOR SALE, SOLD, TRANSFERRED OR PLEDGED WITHOUT (1) 

                  REGISTRATION UNDER THE 
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                  SECURITIES ACT OF 1933 AND ANY APPLICABLE STATE LAW, OR (2) AT 

                  HOLDER'S EXPENSE, AN OPINION (SATISFACTORY TO THE CORPORATION) 

                  OF COUNSEL (SATISFACTORY TO THE CORPORATION) THAT REGISTRATION 

                  IS NOT REQUIRED." 

 

         Section 3. Facsimile Signatures. The signatures of the Chairman of the 

Board, the President or a Vice President and the Secretary or Assistant 

Secretary upon a certificate may be facsimiles, if the certificate is manually 

signed by a transfer agent, or registered by a registrar, other than the 

Corporation itself or an employee of the Corporation. In case any officer who 

has signed or whose facsimile signature has been placed upon such certificate 

shall have ceased to be such officer before such certificate is issued, it may 

be issued by the Corporation with the same effect as if he were such officer at 

the date of the issuance. 

 

         Section 4. Lost Certificates. The Board of Directors may direct a new 

certificate or certificates to be issued in place of any certificate or 

certificates theretofore issued by the Corporation alleged to have been lost or 

destroyed, upon the making of an affidavit of that fact by the person claiming 

the certificate of stock to be lost or destroyed. When authorizing such issue of 

a new certificate or certificates, the Board of Directors may, in its discretion 

and as a condition precedent to the issuance thereof, require the owner of such 

lost or destroyed certificate or certificates, or his legal representative, to 

advertise the same in such manner as it shall require and/or to give the 

Corporation a bond in such sum as it may direct as indemnity against any claim 

that may be made against the Corporation with respect to the certificate alleged 

to have been lost or destroyed. 

 

         Section 5. Transfer of Shares. Upon surrender to the Corporation or the 

transfer agent of the Corporation of a certificate for shares duly endorsed or 

accompanied by proper evidence of succession, assignment or authority to 

transfer, it shall be the duty of the Corporation to issue a new certificate to 

the person entitled thereto, cancel the old certificate and record the 

transaction upon its books. 

 

         Section 6. Registered Shareholders. The Corporation shall be entitled 

to recognize the exclusive rights of a person registered on its books as the 

owner of shares to receive dividends, and to vote as such owner, and shall not 

be bound to recognize any equitable or other claim to or interest in such share 

or shares on the part of any other person, whether or not it shall have express 

or other notice thereof, except as otherwise provided by the laws of the State 

of Florida. 

 

         Section 7. Redemption of Control Shares. As provided by the Florida 

Business Corporation Act, if a person acquiring control shares of the 

Corporation does not file an acquiring person statement with the Corporation, 

the Corporation may, at the discretion of the Board of Directors, redeem the 

control shares at the fair value thereof at any time during the 60-day period 

after the last acquisition of such control shares. If a person acquiring control 

shares of the Corporation files an acquiring person statement with the 

Corporation, the control 
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shares may be redeemed by the Corporation, at the discretion of the Board of 

Directors, only if such shares are not accorded full voting rights by the 

shareholders as provided by law. 

 

 

                                   ARTICLE SIX 

 

                               GENERAL PROVISIONS 

                               ------------------ 

 

         Section 1. Dividends. The Board of Directors may from time to time 

declare, and the Corporation may pay, dividends on its outstanding shares in 

cash, property, or its own shares pursuant to law and subject to the provisions 

of the Articles of Incorporation. 

 

         Section 2. Reserves. The Board of Directors may by resolution create a 

reserve or reserves out of earned surplus for any proper purpose or purposes, 

and may abolish any such reserve in the same manner. 

 

         Section 3. Checks. All checks or demands for money and notes of the 

Corporation shall be signed by such officer or officers or such other person or 

persons as the Board of Directors may from time to time designate. 

 

         Section 4. Fiscal Year. The fiscal year of the Corporation shall end on 

December 31st of each year, unless otherwise fixed by resolution of the Board of 

Directors. 

 

         Section 5. Seal. The corporate seal shall have inscribed thereon the 

name and state of incorporation of the Corporation. The seal may be used by 

causing it or a facsimile thereof to be impressed or affixed or in any other 

manner reproduced. 

 

         Section 6. Gender. All words used in these Bylaws in the masculine 

gender shall extend to and shall include the feminine and neuter genders. 

 

 

                                  ARTICLE SEVEN 

 

                               AMENDMENT OF BYLAWS 

                               ------------------- 

 

         Unless otherwise provided by law, these Bylaws may be altered, amended 

or repealed in whole or in part, or new Bylaws may be adopted, by action of the 

Board of Directors. 

 

 

 

 

May 8, 2000 
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                                                                  Exhibit 11.1 

 

 

                 STATEMENT RE: COMPUTATION OF PER SHARE EARNINGS 

 

 

 

 

                                                                         Three Months Ended                    Six Months Ended 

                                                                             June 30,                              June 30, 

                                                                     --------------------------           --------------------------

                                                                      2000                1999             2000               1999 

                                                                     --------           --------          --------          --------

 

                                                                                  (in thousands, except for per share data) 

                                                                                                                

Basic: 

    Net (loss) income applicable to 

    common stock                                                     $   (291)          $  7,812          $  3,087          $ 15,062

 

    Weighted average number of 

         common shares outstanding                                     15,778             15,500            15,702            15,466

                                                                     ========           ========          ========          ========

 

   Basic (loss) net income per share                                 $   (.02)          $    .50          $    .20          $    .97

                                                                     ========           ========          ========          ========

 

Diluted: 

    Net (loss) income applicable to 

   common stock                                                      $   (291)          $  7,812          $  3,087          $ 15,062

                                                                     ========           ========          ========          ========

    Weighted average number of 

        common shares outstanding                                      15,778             15,500            15,702            15,466

    Weighted average number of 

        dilutive common stock equivalents                                  --                260               104               472

                                                                     --------           --------          --------          --------

    Weighted average number of 

        common and common equivalent 

         shares outstanding                                            15,778             15,760            15,806            15,938

                                                                     ========           ========          ========          ========

 

   Diluted net (loss) income per share                               $   (.02)          $    .50          $    .20          $    .95

                                                                     ========           ========          ========          ========
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THIS SCHEDULE CONTAINS SUMMARY INFORMATION EXTRACTED FROM THE UNAUDITED 

CONDENSED CONSOLIDATED BALANCE SHEET AT JUNE 30, 2000 AND THE UNAUDITED 

CONDENSED CONSOLIDATED STATEMENT OF INCOME FOR THE QUARTER ENDED JUNE 30, 2000 

AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS. 
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                                    DEC-31-2000 

                                       JAN-1-2000 

                                         JUN-30-2000 

 

                                               1197 

                                         0 

                                        76367  

                                         0 

                                          0 

                                    82042 

                                              14274  

                                      0 

                                      341597 

                               97028 

                                             2050 

                               0 

                                         0 

                                            158 

                                          232743 

                        341597 

                                             0 

                                    114587 

                                               0 

                                       106710 

                                    (154) 

                                    0 

                                  2002 

                                     6029 

                                        2942 

                                 3087 

                                      0 

                                     0 

                                           0 

                                        3087 

                                         0.20 

                                       0.20 

 

AMOUNTS FOR RECEIVABLES AND PROPERTY, PLANT AND EQUIPMENT ARE NET OF ANY 

ALLOWANCES AND ACCUMULATED DEPRECIATION. 


