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These casesrevolve around the inordinately complex history and activities of thefollowing parties
to thisaction: plaintiff Resource Properties XLIV, Inc. (“Resource’); defendants LLOT, Inc., Growth
Properties, Ltd.-LLOT Genera Partnership and Growth Properties, Ltd., which are defendantsin both
consolidated actions, Philade phiaAuthority for Industrid Devel opment, whichisadefendant inthesecond
action set forth above; and Sheridan Associates, which isadefendant in thefirst action set forth above.!
Other entities involved include Radnor Financial Group, Inc. and CoreStates Bank. For the reasons

discussed, the court finds in favor of the plaintiff in the amount of $2,468,345.03.

! Thefirst action set forth in the caption is a subrogation action, while the second is a confession
of judgment.



FINDINGS OF FACT
The Parties have stipulated to the following findings of fact:
In 1984, Philadelphia National Bank (“PNB”) entered into an industrial development loan
transaction (The*“Loan Transaction”) with the Philade phia Authority for Industrial Devel opment
(“PAID").
Pursuant to the Construction Loan Agreement dated October 11, 1984, PNB agreed to lend
PAID atotal of $6,000,000.
The Construction Loan Agreement entered into by PNB and PAID ismarked as Trid Exhibit 2.
Pursuant to the Construction Loan Agreement, CoreStates lent the $6,000,000 to PAID inthree
seria loansasfollows: aloan inthe amount of $3,000,000, aloan in the amount of $2,000,000,
and aloan in the amount of $1,000,000.
As security for the three loans, PAID executed (1) a First Mortgage Note dated October 11,
1984, in the principal amount of $3,000,000; (2) an Amendment and Restatement of First
Mortgage dated October 16, 1984; (3) a Second Mortgage Note dated October 11, 1984, inthe
principal amount of $2,000,000; (4) an Amendment and Restatement of Second Mortgage dated
October 16, 1984, (5) a Third Mortgage Note dated October 11, 1984 in the principal amount
of $1,000,000; and (6) an Amendment and Restatement of Third Mortgage dated October 16,
1984.
The three Notes and the three Amendments and Restatement of Mortgages are marked as Trid

Exhibits 3, 4, 5, 11, 12, and 13.
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The three loans were made to PAID for the benefit of defendants, Sheridan Associates
(“Sheridan”), LLOT, Inc. (“LLOT"), and Growth Properties, Ltd. (“Growth Properties’).
Aspart of the Loan Transaction, PAID entered into an Installment Sale Agreement (“ISA”) with
Sheridan, Growth Properties, and LLOT.

The ISA ismarked as Trial Exhibit 6.

Pursuant to the ISA, PAID sold property located at 125-37 South 9™ Street, Philadelphia,
Pennsylvania, conssting of land and the commercid office building and improvements situated
thereon (the “ Sheridan Property”).

Under the terms of the ISA, the Growth Properties and LLOT were granted an equitable
ownership and possessory interest in the land, while Sheridan was granted an equitable ownership
and a possessory interest in the commercial office building and improvements located on the
property.

LLOT and Growth Properties entered into the | SA as co-partners, under the partnership of the
Growth Properties Limited - LLOT, Inc. General Partnership (“GP-LL Partnership”).
LLOT held atwo-thirds genera partnership interest in the GP-LL Partnership, and Growth
Properties held the remaining one-third general partnership interest.

Growth Properties’, Sheridan’ sand LLOT’ smonthly paymentsof the purchase priceand interest
to PAID under thel SA were substantialy equd to the paymentsof principa and interest that PAID
was required to make to PNB under the Notes.

As part of the Loan Transaction, PAID assigned itsinterest in the |SA to PNB by executing (1)

aFirst Assignment of Installment Sale Agreement, (2) a Second Assignment of Installment Sdle
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Agreement, and (3) aThird Assignment of Installment Sale Agreement.

The three assignments of the ISA are marked as Trial Exhibits 7, 8, and 9.

Assecurity for theloans under the Congtruction Loan Agreement, Radnor Financia Group, Inc.
(“Radnor”) entered into aletter agreement with PNB dated October 11, 1984 (the “ Purchase
Commitment Agreement”).

The Purchase Commitment Agreement between PNB and Radnor ismarked as Trid Exhibit 10.
Radnor owns 100% of the stock of Fiddlity Equities Corporation and Fidelity Equities Corporation
I, the genera partners of GF Associates. GF Associatesisthe 2% genera partner of Sheridan.
Radnor isawholly-owned subsidiary of Fidelity Enterprises, which isawholly-owned subsidiary
of Fiddity Holding Company. Fidelity Holding Company is, in turn, awholly-owned subsidiary
of Fidelity Mutual Life Insurance Company.

On or about December 27, 1985, PNB and LLOT, Growth Properties and Sheridan entered into
a Note Purchase Agreement.

The Note Purchase Agreement is marked as Trial Exhibit 14.

By notice dated December 30, 1985, PNB exercised its right under the Note Purchase Agreement
torequire LLOT, Growth Properties and Sheridan to purchase the Loan Documents (asthe term
is defined in the Note Purchase Agreement) on September 30, 1991.

CoreStates Bank, N.A. (“CoreStates’) became the successor-by-merger to PNB.
CoreStates designated on itsrecords the loan obligation for the First Note and First Mortgage as
“Loan 11388." CoreStatesdesignated onitsrecordstheloan obligation for the Second Note and

Second Mortgageas“Loan 11387.” CoreStates designated on itsrecordsthe loan obligation for
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the Third Note and Third Mortgage as “Loan 11386.”

In 1992, CoreStates and Radnor entered into an agreement amending the Purchase Commitment
Agreement (the “Modified Purchase Commitment Agreement”).

The Modified Purchase Commitment Agreement is marked as Trial Exhibit 16.

Pursuant to the terms of the Modified Purchase Commitment Agreement, Radnor deposited
$2,200,000 in a certificate of deposit with CoreStates (hereinafter referred to as the “ Cash
Collateral”).

Concurrently with the execution of the M odified Purchase Commitment Agreement, CoreStates
entered into aFirst Amendment to Note Purchase Agreement with LLOT, F.M. Sheridan Land,
Inc., and Sheridan.

The First Amendment to Note Purchase Agreement is marked as Trial Exhibit 15.

The entity, F.M. Sheridan Land, Inc., succeeded to Growth Properties’ interest in the GP-LL
Partnership.

F.M. Sheridan Land, Inc. was indirectly owned by Fidelity Mutual Life Insurance Company.
The monthly installment payments under the notes for November 1994, December 1994 and
January 1995 were not paid to CoreStates as required under the Installment Sale Agreement and
the First, Second and Third Notes and Mortgages.

On December 22, 1994, CoreStates sent aletter to Radnor demanding that Radnor compl ete the
purchase of the Second Note and Third Note pursuant to the Purchase Commitment Agreement
and the Modified Purchase Commitment Agreement.

The December 22, 1994 letter is marked as Trial Exhibit 17.



36.

37.

38.

39.

40.

41.

42.

43.

45.

On January 5, 1995, CoreStates sent aletter to Radnor notifying Radnor that it had liquidated the
Cash Collateral.

The January 5, 1995 |etter from CoreStates to Radnor is marked as Trial Exhibit 18.
Atthetimeof CoreStates' liquidation of the Cash Collaterd, theamount of the Cash Collatera was
$2,206,244.19.

On December 19, 1994, the outstanding principal balance onthe Third Note was $983,420.48.
On January 11, 1995, CoreStates applied $233,198.91 from the Cash Collateral to reduce the
principa on the Third Note and $2,085.56 from the Cash Collatera to reduce the accrued interest
on the Third Note.

On February 7, 1995, effective as of January 11, 1995, CoreStates applied $750,221.57 of the
Cash Collatera to reduce the principal balance of the Third Note to zero.

Asof February 27, 1995, the accrued interest owed to CoreStates on the Third Note had been
paid in full.

Effective as of January 11, 1995, CoreStates applied $1,220,738.15 from the Cash Collatera to
the Second Note.

Radnor did not agreeto CoreStates’ liquidation and application of the Cash Collatera in January
of 1995, but subsequently agreed in April of 1998 in the CoreStates-Radnor, et. al. Letter
Agreement, asdefined below, that CoreStates |iquidation and application of the Cash Collatera
Was proper.

In March 1995, CoreStates commenced a civil action against Radnor in this court, captioned

CoreStates Bank, N.A. v. Radnor Financial Group, Inc., February Term, 1995, No. 2943 (the
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“Commitment Action”).

In the Commitment Action, CoreStates sought to compel Radnor to pay the balance due on the
Second Note after application of the Cash Collateral by CoreStates.

The Complaint filed by CoreStates in the Commitment Action is marked as Trial Exhibit 21.
Radnor filed an Answer denying liability and asserted defenses and counterclaims against
CoreStates in the Commitment Action.

Radnor’s Answer, New Matter and Counterclaimsis marked as Trial Exhibit 22.
CoreStates filed an Answer to Radnor’s New Matter and Counterclaims.

CoreStates Answer to Radnor’s New Matter and Counterclaimsis marked as Trial Exhibit 23.
On January 5, 1995, CoreStates declared a default under all of the Notes and Mortgages.
CoreStates Notice of Default is marked as Trial Exhibit 19.

On February 27, 1995, CoreStates commenced an action in mortgage forecl osure with respect
to the Sheridan Property (the “Mortgage Foreclosure Action”).

The entities named as defendants in the Mortgage Foreclosure Action were PAID, GP-LL
Partnership, Growth Properties, Growth Properties, Inc., LLOT, FM Sheridan Land, Inc.,
Sheridan, GF Associates, Fidelity Equities Corporation and Fidelity Equities Corporation 11.
On September 29, 1995 CoreStates Vice-President Gregory Graham ordered the preparation of
apayoff letter for “Loan 11387” from CoreStates L oan Information System. The payoff letteris
marked as part of Trial Exhibit 26.

On September 29, 1995 CoreStates Vice-President Gregory Graham ordered the preparation of

apayoff letter for “Loan 11388" from CoreStates L oan Information System. The payoff letteris
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marked as part of Trial Exhibit 26.

During the period from January 1995 through April 1998, when CoreStates collected therentsand
income from the operations of the Sheridan Property and was in possession of the Sheridan
Property asamortgagee-in-possession under thefirst mortgage, CoreStates deposited therents
and other income from the operations of the Sheridan Property into two (2) non-interest bearing
checking accounts at CoreStates; one account was designated asthe“ Operating Account,” from
which expenses of the Sheridan Property were paid and excess money was accumulated; and the

other wasthe* Tax Escrow Account,” in which CoreStates accumul ated sufficient funds from the

Operating Account to pay for the real estate taxes on the Sheridan Property as they came due.

As of December 31, 1997, CoreStates and Resource Properties XLIV, Inc.(*Resource
Properties’) entered into an Agreement of Sale.

The Agreement of Sale is marked as Trial Exhibit 33.

By letter agreement dated February 27, 1998, (the * February 27, 1998 L etter Agreement”)
Resource Properties and CoreStates amended the Agreement of Sale.

The February 27, 1998 Letter Agreement is marked as Trial Exhibit 36.

By letter agreement dated April 24, 1998 (the“ April 24, 1998 L etter Agreement”), Resourceand
CoreStates again amended the Agreement of Sale.

The April 24, 1998 L etter Agreement is marked as Trial Exhibit 39.

On April 24, 1998, CoreStates, Radnor, Sheridan, F.M. Sheridan Land, Inc., G.F. Associates,
Fidelity Equities Corporation and Fidelity Equities Corporation || entered into aletter agreement

(the “ CoreStates-Radnor, et al. Letter Agreement”).
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The CoreStates-Radnor, et al. Letter Agreement is marked as Trial Exhibit 38.

On April 24,1998, CoreStates executed an Absolute Assignment in favor of Resource Properties.
The Absolute Assignment from CoreStatesto Resource Propertiesismarked as Trial Exhibit 43.
On April 22, 1998, Radnor executed an Absolute Assignment in favor of Resource Properties.
The Absolute Assignment dated April 22, 1998 from Radnor to Resource Propertiesis marked
as Trial Exhibit 36.

On April 24, 1998, CoreStates executed an Assignment and Allonge of Mortgages, Promissory
Notes and Other Rightsin favor of Resource Properties.

The Assgnment and Allonge of Mortgages, Promissory Notesand Other Rights dated April 24,
1998 from CoreStates to Resource Propertiesis marked as Trial Exhibit 41.

On April 24,1998, CoreStates, Resource Properties and Resource America, Inc. entered into an
Indemnification Agreement.

The Indemnification Agreement dated April 24, 1998 by and among CoreStates, Resource
America, Inc. and Resource Properties is marked as Trial Exhibit 40.

On April 24, 1998, Resource Properties executed a Collateral Assignment of Mortgages,
Promissory Notes and Other Rightsin favor of CoreStates.

The Collateral Assignment of Mortgages, Promissory Notes and Other Rights dated April 24,
1998 from Resource Propertiesto CoreStates is marked as Trial Exhibit 42.

On April 24, 1998, CoreStates and Radnor executed a Praecipeto Settle, Discontinue and End
the Commitment Action which is marked as Trial Exhibit 49.

On or about April 24, 1998, the Operating Account held by CoreStates contained $771,850.59.
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On or about April 24, 1998, the Tax Escrow Account held by CoreStates contained $90,586.15.
On April 24, 1998, CoreStates and Resource Properties executed a settlement statement entitled
CORESTATES/RPI ACCOUNTING, which ismarked as Trial Exhibit 47. The settlement
satement marked as Tria Exhibit 47 showsthedisposition of thefundsaccumul ated by CoreStates
in the Operating Account and the Tax Escrow Account as of April 24, 1998.

Under thetermsof the CoreStates-Radnor, et. a. Letter Agreement, Radnor was paid $325,000.
The $325,000 which was used to pay Radnor came from the $771,850.59 that CoreStates had
accumulated in the Operating Account for the Sheridan Property.

Under the Agreement of Sale between CoreStates and Resource Properties, Resource America
wire transferred $3,400,000.00 into the account of CoreStates' Real Estate and Construction
Finance Department.

The account charge for the wire transfer is marked as Trial Exhibit 45.

Previoudy, on January 14, 1998, Resource Americapaid adeposit of $200,000.00 to CoreStates
in the form of a check.

The check from Resource Americato CoreStates is marked as Trial Exhibit 34.

Resource Propertiesis a subsidiary of Resource America, Inc.

TheThird Noteand Third Mortgage were never assigned or transferred to Radnor by CoreStates.
The Second Note and Second Mortgage were never assigned or transferred to Radnor by
CoreStates.

On January 31, 2000, the Honorable Esther J. Sylvester entered a Judgment in Mortgage

Foreclosure in the Mortgage Forecl osure Action.
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The Judgment in Mortgage Foreclosure and the Findings of Fact and Conclusions of Law in
Support of the Judgment in Mortgage Foreclosure are marked as Trial Exhibit 30.

In entering the Judgment in M ortgage Foreclosure, Judge Sylvester adopted Loan Amortization
Schedule I11 prepared by expert witness Edward W. Rimmer.

Mr. Rimmer's expert report is marked as Trial Exhibit 54.

In preparing Loan Amortization Schedulelll, Mr. Rimmer applied thefull amount of themonies
in the Operating Account (i.e., $771,850.59) and the Tax Escrow Account (i.e., $90,586.15) set
forth in the CoreStates/RPI Settlement Accounting whichis Trial Exhibit 47 to pay down the
outstanding balance on the First and Second Mortgages.

In preparing Loan Amortization Schedule 111, Mr. Rimmer gpplied dl of the monies generated by
the Sheridan Property during the period March 1995 to October 1999 to pay down the First and
Second Mortgages.

On June 15, 2001, the Pennsylvania Superior Court entered an Order affirming the denial of post-
tria relief. Accordingly, the Judgment in Mortgage Foreclosure is afinal judgment.
Resource hasnot scheduled a Sheriff’ s Sdle of the Sheridan Property on the Judgment in Mortgage
Foreclosure.

On December 31, 1991, Radnor, Growth Properties, Growth Services, Inc., GP-LL Partnership,
Sheridan, and Fidelity Equities Corporation entered into an Agreement (the “1991 Radnor

Agreement”) to resolve certain disputes relating to the Sheridan Property.
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99.  The 1991 Radnor Agreement is marked as Trial Exhibit 63.2
DISCUSSION

Because Resource hasinherited the rights of both Radnor and PNC, it proceeds against the
defendantsby exercising therightsof both of these entities. Relying on thisbundle of rights, Resource has
presented acomplete and solid claim for equitable subrogation, aswell as dternative additiona clams.
Accordingly, this court findsin favor of Resource.
l. Resource Has Presented a Valid Claim for Equitable Subrogation

Pennsylvanialaw recognizesthedoctrineof equitablesubrogation and definesit as* thesubstitution
of one entity in the place of another with referenceto alawful claim, demand, or right, so that hewho is
substituted succeedsto therights of the other in relation to the debt or claim, and itsrights remedies or

securities.” Public Serv. Mut. Ins. Co. v. Kidder-Friedman, 743 A.2d 485, 488 (Pa. Super. Ct. 1999)

(quoting Malitorisv. Woods, 422 Pa. Super. 1,9, 618 A.2d 985, 989 (1992)). Thisdoctrineis“ameans

of placing the ultimate burden of a debt upon the one who in good conscience ought to pay it, and is
generdly applicable when one paysout of hisown fundsadebt or obligation that is primarily payablefrom

thefundsof another.” High-Tech-Enters., Inc. v. General Accident Ins. Co., 430 Pa. Super. 605, 609,

430 A.2d 639, 642 (1993) (citation omitted). To sustain aclaim for equitable subrogation, aclaimant must
establish five elements:
1 The claimant paid the creditor to protect his own interests;

2. The claimant did not act as a volunteer;

2 Additional findings of fact are set forth, as appropriate, in the Discussion section of this
Opinion.

12



3. The claimant was not primarily liable for the debt;
4, The entire debt has been satisfied; and
5. Allowing subrogation will not cause injustice to the rights of others.

Tudor Development Group, Inc. v. United States Fidelity & Guaranty Co., 968 F.2d 357, 362 (3rd Cir.

1992) (citing United States Fidelity & Guaranty Co. v. United Penn Bank, 362 Pa. Super. 440, 524 A.2d

958 (1987)).

Here, there is no doubt that Radnor acted to protect its own interests and did not serve asa
volunteer. The arrangement among the parties was such that Radnor was obliged to purchase the Notes
and Mortgagesin the event of adefault. Because of these obligations and the repercussions of failing to
fulfill them, Radnor’ s conduct satisfies the first two prongs of thistest.

Moreover, Radnor was not primarily liable for the debt in question. While Radnor acted in
accordancewithitsown purchase obligations, itspaymentsfor the Notesand M ortgages effectively were
payments on the debt itsalf, for which the defendants were primarily liable and from which the defendants
had derived asubstantial and direct benefit. To hold that the classification of Radnor’ sresponsibilitiesas
pure purchase obligationsmadeit “primarily liable’ and precludeit from recovering would beto pervert

the term “primarily liable” and cannot stand. Cf. Inre Valey Vue Joint Venture, 123 B.R. 199, 205

(Bankr. E.D.Va. 1991) (“[ T]herequirement in equity . . . that a party seeking subrogation must not be
‘primarily liable' isdesigned to prevent aperson who received the consideration (e.g., theloan proceeds)
from the creditor from being subrogated to the creditor'srights against aguarantor, surety, accommodation

comaker or similar party after the debtor has satisfied his own obligations.”).

13



Evidenceintroduced at trid established that the debt under the Notes hasbeen fully paid,*and there
isno evidencethat allowing subrogation herewill prejudicetherightsof others. Accordingly, Resourcehas
sustained its equitable subrogation claim against the relevant defendants.

. In the Alternative, Resour ce Has Presented a Valid Claim for Unjust Enrichment

Resource asserts an dternative claim for unjust enrichment. The court positsthat thisclaimis
meritorious even if Resource’ s equitable subrogation claim is not.

The elements of aclaim for unjust enrichment are “ benefits conferred on defendant by plaintiff,
appreciation of such benefits by defendant, and acceptance and retention of such benefits under such
circumstancesthat it would beinequitable for defendant to retain the benefit without payment of value.”

Wiernik v. PHH U.S. Mortgage Corp., 736 A.2d 616, 622 (Pa. Super. Ct. 1999). Asapreliminary

matter, thereis no doubt that Resourceisthe heir of all rightsthat both CoreStates and Radnor had in the
Notes. Asnoted previously by this court in its Opinion dated June 5, 2001 (*2001 Opinion”):

Resource, asRadnor’ sassgneeand initsown right, has satisfied the entire Purchase Price.
In exchange for CoreStates’ rightsin the Second Notes, Resource paid approximately
$3.6 million, which represented the total amount of the balance outstanding on the Notes.
Moreimportantly, Resource succeeded to dl of Radnor’ s subrogation rightsin the Second
and Third Notes, including any credit for satisfaction throughits payment of the Collaterd.
Through its inheritance of Radnor’ s satisfaction rights and its own payment of the
outstanding baance on the Notes, Resource could be considered to have satisfied both the
Second and Third Notes.

% Even if this were not the case, Resource’ s purchase of both CoreStates' and Radnor’s
interests in the Notes and Mortgages entitles it to act with the aggregate rights of both. Between those
two entities’ rights, there can be no question that Resource has the authority to find that the amounts
due under the Notes have been paid in their entirety. See also Resource Props. XLIV, Inc. v.
Philadelphia Auth. for Indust. Dev., No. 1265, 3750, 2001 WL 1807414, *5-*6 (Pa. Com. Pl. June
5, 2001) (discussing Resource’ s inheritance of rights from CoreStates and Radnor).
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This conclusion is bolstered by language elsewhere in the Settlement and Transfer
Documents. These documentsindicatethat al partiesbelieved that Resource had obtained
Radnor’ ssubrogation rightsto the Second and Third Notes, impliedly recognizing that

Radnor had satisfied the LLOT defendants’ obligations under the Notes.

2001 WL 1807414, at *5-*6 (citations omitted). This gives Resource the rights that inured to both
CoreStates and Radnor.

Inthisinstance, the LLOT defendantsreceived anumber of benefitsfrom Radnor. First, theuse
of the Case Collateral in connection with the transfer of the debt increased the LLOT defendants’ equity
intheProperty by approximately $2.2 million and smultaneoudy reduced the amount of interest that would
have hadto bepaid. The LLOT defendants appreciated these benefits, asthey successfully argued inthe
Mortgage Foreclosure Action that use of the Cash Collateral reduced the amount that they owed to
CoreStates. The court dso believesthat it would beinequitable for the LLOT defendantsto retain these
benefits without payment.

TheLLOT defendantsraise severa argumentschallenging the propriety of Radnor’ sassignment
of itsrightsto Resource. None of theseargumentsispersuasive. First, the Absolute Assignment from
Radnor makesit clear that itsrights, including rights to an unjust enrichment claim, are transferred to
Resource. Evenif thiswere not so, thefailure of the such an assignment to appear inwriting isnot fatal,
especidly giventheparties conduct that revealsan intent to effectuate such an assgnment. Cf. Olmov.
Matos, 439 Pa. Super. 1, 9, 653 A.2d 1, 4 (1994) (addressing equitable assignments).

Defendants’ contention that the statute of limitationsbars Resource sclam issmilarly without merit.

In Pennsylvania, unjust enrichment/quantum meruit actions are governed by the four-year statute of

limitations. Colev. Lawrence, 701 A.2d 987, 989 (Pa. Super. Ct. 1997); Bednar v. Marino, 435 Pa.
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Super. 417,427,646 A.2d 573, 578 (1994). Such actions*begin to accrue as of the date on which the
relationship between the partiesisterminated.” Cole, 701 A.2d at 989. Here, the relationship between
Radnor and the LLOT defendants existed until at least April 24, 1998; it was on that date that CoreStates
released Radnor fromits obligationsin support of the LLOT defendants, and up until that time, CoreStates
had been pursuing Radnor for its dutiesin connection with the Second and Third Notes and Mortgages.
Becausethismatter wasinitiated withinfour years of that date, the LLOT defendants statute of limitations
argument is unpersuasive.

I[11.  ResourceHas Sustained its Confession of Judgment Claim

Resource has dso confessed judgment againgt Philadel phia Authority for Industrid Devel opment
(“PAID”), Growth Properties, Ltd. (“Growth”), LLOT, Inc. and GP-LL Partnership. Thisclamisan
dternaive clam and provides athird avenue for Resource to recover, to the extent that the Third Note has
not been satisfied.

Inits confession of judgment claim, Resource has sought to confessjudgment for the amounts
outstanding under the Third Noteand the |SA. Each of these documents has a confession of judgment
clause, and the LLOT defendants' responseislimited to theargument that CoreStates never assigned the
Third Note to Resource. As noted supra, the LLOT defendants have provided no support for their
assertionthat CoreStatestransferred anything lessthan dl of itsinterest inal of the Notesand Mortgages
to Resource. See also 2001 WL 7807414, at *6 (discussing evidence of complete assignment).
Accordingly, in the event that the court’ s reasoning asto Radnor’ s satisfaction of the amount due under the

Third Note is faulty, Resource would be entitled to judgment on its confession of judgment.
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V. TheLLOT Defendants Defenses of Unclean Hands and the Release
Areof No Import

In addition to the a defense of setoff, (addressed infra) the LLOT defendants raise the Release and
the doctrine of unclear hands as defenses. Neither of these bars the claims at hand.

This court discussed the Release in its 2001 Opinion:

Generdly, areleaseisto begiven effect according to the ordinary meaning of itslanguage.

Seasor v. Covington, 447 Pa. Super. 543, 547, 670 A.2d 157, 159 (1996). It must also
be construed narrowly and in light of the circumstances at the time of its execution:

The courtsof Pennsylvaniahavetraditiondly . . . interpreted the release as covering only
such mattersascanfairly besaid to have been within the contemplation of the partieswhen
the release was given. Moreover, releases are strictly construed so as not to bar the
enforcement of aclaim which had not accrued at the date of the execution of the release.

... [A] release covers only those matters within the parties’ contemplation. In construing
thisgeneral release, acourt cannot merely read theinstrument. . . . [I]tiscrucia that a
court interpret arelease so asto discharge only those rights intended to be relinquished.
Theintent of the parties must be sought from areading of the entire instrument, aswell as
from the surrounding conditions and circumstances.

Vaughn v. Didizian, 436 Pa. Super. 436, 439, 648 A.2d 38, 40 (1994) (citations and
quotation marks omitted). See also Harrity v. Medical College of Pa. Hosp., 439 Pa.
Super. 10, 22-23, 653 A.2d 5, 11-12 (1995) (focusing on limiting language in release and
declining to apply release).

Inthe Release, executedin 1991, Radnor rel eased the* Growth Group” from thefollowing:

any and all actions, causes of actions, proceedings, claims, demands, counterclaims,
offsets, deductions, damages, costs, liahilities, agreements, and obligations of any nature
whatsoever, whether contingent or matured, known or unknown, inlaw or equity, asserted
or which might have been asserted, directly or indirectly sustained by any of themarising
out of or connected with any one or more of the following:

(d) the purchase, financing, construction, operation or ownership of the [Property], and

(€) any other relationship between the Radnor Group, or any of them or their effiliates, and
the Growth Group, or any of them or their affiliates.

17



Whilethislanguage applies broadly to the then-current disputes, thereisnoindication that

the Release wasintended to cover future defaults, including the LLOT defendants’ default

in December 1994. Rather, the Release appears to focus on addressing Radnor's

dlegationsof default in 1991 and the Growth Group's defensesto those dlegations. Thus,

the Release does not bar Resource from pursuing its current claims against the LLOT

defendants.
2001 WL 1807414, at * 3-* 4 (footnotes and citationsomitted). TheLLOT defendants’ latest arguments
do not require any changesin thisanaysis. The Releaseisirrelevant for the purposes of the court’s
consideration.

The question of unclean handsismoreinvolved and intricate. The Pennsylvania Supreme Court

hasarticul ated the doctrine of unclean hands as* a self-imposed ordinance that closesthe doors of acourt

of equity to onetainted with inequitableness or bad faith rel ative to the matter in which he seeksrelief,

however improper may have been the behavior of the defendant.” Jacobsv. Halloran, 551 Pa. 350, 359,

710 A.2d 1098, 1103 (1999) (citing Shapiro v. Shapiro, 415 Pa. 503, 506-507, 204 A.2d 266, 268

(1964)). Itiswithinthediscretion of achancellor in equity to deny relief, with the chancellor “freenot to
apply the doctrineif aconsideration of the entire record convinces him that an inequitable result will be

reached by applying it.” Stauffer v. Stauffer, 351 A.2d 236, 245, 465 Pa. 558, 575 (1976).

InLucey v. W.C.A.B. (Vy-Cal PlasticsPMA Group), 557 Pa. 272, 732 A.2d 1201 (1999), our

Pennsylvania Supreme Court engaged in an extensive discussion as to what constitutes unclean hands:

The doctrine of unclean handsisderived from theunwillingness of acourt to giverelief to
asuitor who has conducted himsdlf so asto offend the moral senghilities of thejudge, and
the doctrine has nothing to do with the rights and ligbilities of the parties. 1n re Estate of
Pedrick, 505 Pa. 530, 544, 482 A.2d 215, 222 (1984). Thismaxim isfar morethan a
mere bandlity. It isasdf-imposed ordinance that closesthe doors of acourt of equity to
onetainted with iniquity or bad faith relative to the matter in which he seeksrdief. This
doctrineisrooted inthe historical concept of acourt of equity asavehiclefor affirmatively
enforcing the requirement of conscience and good faith. Thus, while equity does not
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demand that itssuitorsshall haveled blame esslivesasto other matters, it doesrequirethat
they shall have acted fairly and without fraud or deceit asto the controversy inissue. See
Id. (citing Shapiro v. Shapiro, 415 Pa. 503, 506-507, 204 A.2d 266, 268 (1964)
(quoting Precison Insrument Mfg. Co. v. Automotive Maintenance Mach. Co., 324 U.S.
806, 814-815, 65 S. Ct. 993, 997-998, 89 L. Ed. 1381 (1945))).

557 Pa. at 279, 732 A.2d at 1204-05. Cf. Terraciano v. Commonwealth, Dept. of Transp., Bureau of

Driver Licensing, 562 Pa. 60, 69, 753 A.2d 233, 238 (2000) (rejecting assertions of unclean handswhere

nothing in the record suggested that petitioner acted unfairly, fraudulently or deceitfully in the matter). As
aggnificant limitation, the doctrine of unclean hands does not operate when there has been genera bad
conduct and applies only where the questionable conduct relates directly to the matter in dispute. See

Stauffer v. Stauffer, 465 Pa 558, 575, 351 A.2d 236, 244 (1976) (“ The bar of unclean handsis gpplicable

in Pennsylvania only where the wrongdoing of the plaintiff directly affects the equitable relationship
subs sting between the partiesand isdirectly connected with the matter in controversy.”); Equibank v. Adle,
Inc., 407 Pa. Super. 553, 558, 595 A.2d 1284, 1287 (1991) (“ The doctrine does not bar relief to aparty
merely because his conduct in general has not been shown not to be blameless.”).

TheLLOT defendantsassert that both Resource and Radnor have unclean hands. Thisaccusation
stemsfrom alleged conduct related to Radnor’ stax benefit alocation decisions, Radnor’ s payment of
interest and principal and Resource’ s accounting of the amounts owed by the LLOT defendants. To the
extent that these have been proven or riseto the leve of fraud or deceit, none of them relate directly to the
payment of theamount the LLOT defendants were obligated to pay under the Notes, and none of them
impact on Radnor’ ssatisfaction of itsobligationsto CoreStates. Accordingly, the defense of unclean hands

isnot applicable here.
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V. Resource | s Entitled to $2,468,345.03 in Damages

Themost difficult aspect of thisdisputeis measuring the damagesto which Resourceis entitled.
After considering the partiesarguments, the court concludesthat Resourceisentitled to $2,468,345.03in
damages.

Resourceisclaiming thefollowing amounts: $983,420.48 for the outstanding balancedue on the
Third Note and the corresponding portion of the |SA; $631,615.86 in interest on the Third Note for March
1, 1995 through March 31, 2002; $1,220,738.15 for the money applied to pay a portion of the debt to
CoreStates on the Second Note and Mortgage; pre-judgment interest on the amount outstanding under the
Second Note at the default rate for atota of $785,991.24; and afive percent award of attorneys feesfor
aminimum of $80,751.82. Thisamount totals $3,702,517.55.

TheLLOT defendants present anumber of basesfor limiting the amount of Resource’ srecovery.

Thefirg istheargument that Resourceislimited to recovering the $325,000.00it paid Radnor for itsrights.

Indoing s0, the LLOT defendantsrely on Associated Hospital Service of Philadelphiav. Putsiinik, 497 Pa
221, 439 A.2d 114 (1981):

i. Discharge at adiscount. Wherethe obligation is discharged by the payment of asum
lessthan the amount of the obligation, or by thetransfer of property thevalue of whichis
lessthan the amount of the obligation, the person discharging the obligation is ordinarily not
entitled by subrogation to recover the full amount of the obligation, but can recover only
theamount he paid or the value of the property used in discharging the obligation. Thus,
asurety isentitled by subrogation to recover only the amount which he paid to discharge
the obligation. Heisentitled to be made whole, but heis not entitled to make a profit. So
also, where a person by mistake discharges the debt of another, he is entitled by
subrogation to obtain no more than the amount which he paid to discharge the debt.

497 Pa. at 226, 439 A.2d at 1151 (quoting Restatement of Restitution 8 162 cmt. i (1937)).
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Although thisargument has some merit, it isultimatdly unconvincing inthisstuation. Theprinciple
set forthin Putsilnik appearsto apply to situationswhere asurety paysonly aportion of the debt and then
seeksto recover amountsin excess of itspayment from the debtor. Here, Resource paid CoreStates over
$3.6 million, in addition to the $325,000.00 transferred to Radnor. Thus, the court will not limit the award
to the amount Resource paid Radnor.

The LLOT defendants a so argue that the $325,000.00 amount functions as a setoff. According
to thisreasoning, Resource’ spayment to Radnor reduced the amount of Radnor’ sunjust enrichment and
equitablesubrogation claims. Thislogicisflawed. Resource’ spayment for Radnor’ ssubrogation rights
doesnot negatively affect thoserightsthemselves. Moreover, in an unjust enrichment claim, thefocusis
on the degree to which the defendant has been enriched, not the amount that the plaintiff or its successor
has been harmed.

The LLOT defendants fina argument ismore persuasive. Under the Partnership Agreement, the
proportionateinterestsin GP-LL Partnership’ s profitsand losseswereto betwo-thirdsfor LLOT and one-
third for Growth Properties, Limited. Growth Properties, Limited assigned its obligations under the
Partnershipto FM Sheridan. Accordingly, the LLOT defendantsargue, one-third of any amount payable
by GP-LL Partnership accruesto FM Sheridan, an entity entirely owned by Resource.

Resource’ s sole defense to this assertion is that the debt at issue is non-recourse and that a
judgment can be collected only from the operations and vaue of the Sheridan Property. If Resource were
proceeding on a breach of contract claim solely, perhaps thisargument would have merit. However, its
primary actions sound in equity, alowing the court to exerciseits equitable discretion asto what isjust.

Todlow Resourceafull recovery when one of itsown entitiesis responsible for aportion of the judgment
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would beinappropriateand unwarranted. Accordingly, thecourt SdeswiththeLLOT defendantsand finds
that the amount requested by Resource must be reduced by one-third.
CONCLUSIONSOF LAW
The court has reached the following conclusions of law:
1 Resource has presented and supported a complete claim for equitable subrogation
because:
a Resource succeeded to Radnor’ s rights vis-a-vis the Notes and Mortgages,
b. Radnor paid CoreStates to protect its own interests,
C. Radnor did not act as a volunteer;

d. Radnor was not primarily liable for the debt;

e. The entire amount due under the Second and Third Notes was satisfied; and
f. Allowing subrogation will not cause injustice to the rights of others.
2. In the dternative, Resource has presented and supported a complete claim for equitable

subrogation because:

a Resource succeeded to Radnor’ s rights vis-a-vis the Notes and Mortgages,
b. Radnor conferred benefits on the LLOT defendants,

C. The LLOT defendants appreciated these benefits; and

d. It would beinequitablefor theLLOT defendantsto retain these benefits without

payment of value.
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3. The court finds in favor of Resource in the amount of $2,468,345.03.

BY THE COURT:

ALBERT W. SHEPPARD, JR., J.
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