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IN THE COURT OF COMMON PLEAS OF ALLEGHENY COUNTY, PENNSYLVANIA

MARGARET R. SCAIFE, - FAMILY DIVISION
Plaintiff, :
V. : No. FD 06-002384-001
(RECORD UNDER SEAL)

RICHARD M. SCAIFE,

Defendant.

DEFENDANT’S PRETRIAL STATEMENT — SPOUSAL SUPPORT

AND NOW, comes the Defendant, Richard M. Scaife (“Husband”), by and through
his attorneys, H. Yale Gutnick, Reid B. Roberts and Strassburger McKenna Gutnick &
Potter, and files this Defendant's Pretrial Statement — Spousal Support as follows:

A. WITNESSES

1. Richard M. Scaife.

2. Margaret R. Scaife.

3. David N. Scaife.

4. Jennie K. Scaife.

5. David Kaplan, CPA/ABV, JD, CVA (Reports attached.)

6. Jeffrey S. Lehman.

7. James M. Ferguson, Ill.

8. Raymond H. Hartung, Jr.

9. Ralph J. Martin.

10.Edward H. Harrell.

11.Frank L. Craig.

12.Mary Ruffing.
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13. Colleen M. Xenakis.

14.Dennis E. Bradshaw.

15.Matthew A. Groll.

16.Anthony DiFalco.

17. Xiomara Rios.

18.Martha R. Guel.

19. All witnesses listed in Wife's pretrial statement.
20.All witnesses necessary for authentication of records.

21.All witnesses necessary for rebuttal.

B. EXHIBITS

1. David Kaplan report - Disposable income Calculation of Richard M. Scaife.
(Attached)

2. David Kaplan report — Margaret R. Scaife Historic Spending Analysis.
(Attached*) (*Appendices “A,” “B,” and “C” of this report are too voluminous to
be attached to the pretrial statement. However, full and complete copies of this
report, including thos'e appendices, have been provided to opposing counsel and
the Court simuitaneous with the filing of this pretrial statement.)

3. David Kaplan curriculum vitae. (Attached)

4. Husband's Forms 1040 federal tax returns and supporting documents for tax
years 2002 through 2005.

5. Wife's Forms 1040 federal tax returns and supporting documents for tax

years 2002 through 2005.
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6. Husband's Forms PA 40 state tax returns and supporting documents for tax

years 2002 through 2005.

7. Wife’s Forms PA 40 state tax returns and supporting documents for tax years

2002 through 2005.

8. Forms 1120, 1120S and PA corporate tax returns and supporting documents

for Tribune Review Publishing Company (“TRPC”) for tax years 2000 through 2005.

2006.

9. Financial statements for TRPC for years 2000 through 2005.

10. TRPC/WHI summary of historic circulation. (Attached.)

11. TRPC Summary Income Statement Budget for the year ending December 31,
(Attached.)

12. TRPC unaudited Summary Balance Sheet June 25, 2006. (Attached.)

13. TRPC unaudited Summary Income Statement June 25, 2006. (Attached.)
14. TRPC unaudited Cash Flow — Balance Sheet June 25, 2006. (Attached.)
15.TRPC Board of Director binders 2001 through 2005.

16. TRPC shareholder and director minutes 1995 through 2005.

17. TRPC 1998-1999 five-year plan.

18.Trib Total Media Historical Financial Performance and Projections Chart.

(Attached.)

19. Harrell memo dated October 24, 2000. (Attached.)

20.Hartung memo dated November 21, 2000. (Attached.)

21.TRPC ten-year cash projection dated October 24, 2000. (Attached.)
22.TRPC revenue analysis 2000/2001.

23.TRPC 1999 and 2000 operating budgets.
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24 Forms 1120S and PA 20S corporate tax returns and supporting documents
for Westminster Holdings, Inc. (“WHI”) for tax years 2003 through 2005.

25.Financial statements for WHI for years 2004 through 2005.

26.WHI shareholder and director minutes 2004 through 2005.

27.1935 Trust Waiver, Release, Discharge and Indemnification Agreements.

28.1935 Trust Ratifications of Actions of Trustees.

29.1935 Trust Promissory Notes.

30.Richard M. Scaife Capital Contribution Account 4l statements and check
registers.

31.R.M. Scaife Business Account #llll statements and check registers.

32.R.M. Scaife Aircraft Account #jiill statements and check registers.

33.Thirty-Ninth Floor Account ¥l statements and check registers.

34.R.M. Scaife Special Account #illllstatements and check registers.

35.R.M. Scaife & Other Employees Administrators Funds Account # Il
statements and check registers.

36.Richard M. Scaife DBA RMS/301 Capital Mall il statements.

37.Mellon Bank Account #{jistatements and checks.

38. Trust Agreements for: The Richard M. Scaife December 9, 2005 Revocable
Trust, Restated Trust Agreement dated 1999 restating R.M. Scaife Revocable Trust
dated September 22, 1994, as amended July 10, 1996, R.M. Scaife Family January
15,1965 No. 3, R.M. Scaife Family April 7, 1961 No. 2, Richard M Scaife Charitable
Remainder Unit Trust, R.M. Scaife Family December 16, 1958 No. 1, Richard M. Scaife

Grantor Trust and S.M. Scaife for Richard December 30, 1935.



#38.

#38.
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39. Trust tax returns and supporting documents for each trust identified in Exhibit
40. Year-end account information statements for each trust identified in Exhibit

41.Hawthorn/PNC Advisors Scaife Family Trusts reports 2000 through 2005.
42.TRPC income and expense projections 2004 through 2006.

43.WHI income and expense projections 2004 through 2006.

44 List of Wife’s 2005 charitable contributions. (Attached.)

45, List of Wife’s 2004 charitable contributions. (Attached.)

46.Wife's check request forms directed to Husband for issuance of

checks/reimbursements and allowance.

47.Summaries of “TWB” expenses paid by W.

48.Wife's PNC VISA Account #xxx xoo xxxxx Il statements.
49.Wife’'s PNC MasterCard Account #xxxx xxxx xxxx Il statements.
50.Wife's PNC VISA Account #xxxx xxxx xxxx Il statements.
51.Wife's PNC VISA Account #xxxx xxxx xox Illlllstatements.
52.Wife's PNC VISA Account #xxxx xxxx xxxx Il statements.
53.Wife's AT&T Universal Card Account #xxxx xxxx xxxx I} statements.
54. Bergdorf Goodman Account #xx xxxx x il statements.

55.Wife's Saks Account #xx xxxx xodiilifistatements.

56.Wife's Chase MasterCard Account #ooo xoox s Illlllstatements.
57.Wife's Neiman Marcus Account #xx xxxx x il statements.

58. Wife's Tiffany Account #xxxx xxxx xxxx [Illillstatements.
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59.Martha R. Guel payroll and employee benefits records.

60. Xiomara Rios payroll and employee benefits records.

61.Sarah LaCasse employee benefits records.

62. Documentation of Wife's homeowner’s insurance expenditures.

63. Documentation of Wife's car insurance expenditures.

64. Documentation of Wife's real estate expenditures.

65. Documentation of Wife's home security expenditures.

66. Documentation of Wife's home maintenance expenditures.

67.Documentation of Wife's home utility expenditures.

68. Documentation of Wife's home landscaping and tree service expenditures.

69. Documentation of Wife's health insurance and medical/dental/prescription
expenditures.

70.Documentation of Wife's food and beverage expenditures.

71.Documentation of Wife’s clothing expenditures.

72.Documentation of Wife's linen expenditures.

73. Documentation of Wife's fresh flower expenditures.

74.Documentation of Wife's pet expenditures.

75. Documentation of private club expenditures by Wife.

76.Documentation of Wife's Spa expenditures.

77.Wife's 2006 Quickbooks Pro transaction ledger.

78.Wife's National City Money Market Checking Account #xxoodilill
statements, check registers and checks.

79.Wife's National City Brokerage Account #xxxx xxxx Il statements, check



FD 06-002384-001

registers and checks.

80. Wife's National City Agency Account #xx xx-xxxx il statements.

81.Wife’s National City Sub-Agency Account #xx xx-xxxxJllll statements.

82.Wife's PNC Interest Checking Account #xx-xxxx- statements, checks
and check registers.

83. Wife/Westray Battle PNC Premium Money market Account #xx-xxxx Tl
statements, checks and credit/debit memos.

84.Westray Battle & Pietragallo Bosick & Gordon Money Market Account #xx-
xxxx-JIllll statements, checks and check registers.

85. Mary Ruffing memos to PNC Advisors directing inter and intra account
transfers.

86. Wife's personal checking account breakdowns prepared by Mary Ruffing.

87.“Household Expenses Paid By Mrs. Scaife” summaries.

88.Invoices and documentation of Wife’s expenses paid by Husband.

89.Wife's PNC Advisors/Hawthorn Portfolio Account #xx-xx-xxx-xx R
statements and related reports.

90.Wife's PNC Penguin Court Design Interest Checking Account #xx-xxxx- Il
statements, check registers and checks.

91.Wife's PNC Interest Checking Account #xx-xxxx-lll statements, check
registers and checks.

92.Wife's PNC Nantucket Interest Checking Account #xx-xxxx il statements,
checks and check registers.

93. Wife's PNC Checking Account #xx-xxxx il statements, checks and check
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registers.

94.Wife's PNC Line of Credit Approval Letter dated September 10, 2004.
(Attached.)

95. Wife’'s PNC $100,000 Note and related Agreements.

96. Wife's National City $1M line of credit note and related documents.

97.All documents relied upon as sources of information by David Kaplan as set
forth in his reports appended hereto.

98. All pleadings filed in this case.

99. All discovery pleadings and responses in this case.

100. Al deposition transcripts in this case.

101. All documents produced in discovery.

102. All exhibits listed in Wife’s pretrial statement.

103. All exhibits necessary for rebuttal and cross-examination.

C. INCOME ANALYSIS

An analysis of Defendant’s net monthly income is contained in the report of David
Kaplan which is appended to this pretrial statement.
D. EXPENSE STATEMENT/COUNSEL FEES
Husband does not intend to offer testimony as to his budget, so no budget for
Husband is attached. Husband does intend to offer testimony as to Wife's budget and
spending habits. An analysis of Wife’s budget is contained in the report of David
Kaplan appended to this pretrial statement. Husband does not intend to offer evidence

of counsel fees.
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E. REQUESTED AWARD

Husband requests that this Court enter a spousal support order in the amount of
$141,200.00 per month, which is a quantitative reflection of Wife's standard of living as
detailed in the Historical Spending Analysis report of David Kaplan attached hereto. This
award is consistent with the Pennsylvania Support Guidelines, Pa. R. Civ. P., Rules
1910.16-1 and 1910.16-5, and Pennsylvania law generally. Husband's net monthly
income, as calculated by David Kaplan in his Disposable Income Calculation attached
hereto, is $1,163,579.00. Applying a factor of 40% to this income calculation yields
$465,432.00. In the event the Court deems $141,200.00 to not be an appropriate amount
of spousal support, Husband proposes that the award be within the range of $141,200.00
and $465,432.00.

Respectfully submitted:

STRASSBURGER McKENNA GUTNICK
& POTTER

By: .
H. Yale @utnick

(4.

By: Reid B. Roberts




MR. RICHARD M. SCAIFE

Disposable Income Calculations
for the Years-Ended
December 31, 2004 and 2005

Prepared by:

Alpern Rosenthal

Certified Public Accountants
October 20, 2006



ALPERN ROSENTHAL

INSPIRING OPPORTUNITIES

October 20, 2006

H. Yale Gutnick, Esquire

Reid B. Roberts, Esquire

Strassburger McKenna Gutnick & Potter
Four Gateway Center, Suite 2200

444 Liberty Avenue

Pittsburgh, PA 15222

RE: SCAIFE V.SCAIFE

Dear Counsel:

At your request, we have determined the monthly disposable income of Mr. Richard M.
Scaife (“Mr. Scaife”) on an individual basis for the years-ended December 31, 2004 and 2005. This
report and the attendant calculations are to be used to assist the Court in determining spousal
support obligations in the above captioned matter. We were not able to secure sufficient
information to allow us to project Mr. Scaife’s 2006 taxable and disposable income with a
reasonable degree of certainty. We reserve the right to prepare an analysis of Mr. Scaife’s 2006
disposable income at a future date, upon receipt of the requisite financial information, if requested

by Counsel.

In preparing our analysis, we examined a variety of financial information. This review

included, but was not limited to, the following:

Certified Public Accountants and Business Advisors
A Professional Corporation .
Heinz 57 Center 339 Sixth Avenue  Pittsburgh, PA 15222
[p]412.281.2501 {f1412.471.1996

www.alperncom email@alpern.com
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— Individual Income Tax Returns of Mr. Scaife for the years 2004 and 2005;

—~ Available Forms W-2 and 1099 and Schedules K-1 for Mr. Scaife for the year 2004 and

2005;
— “Account Information” statements for the years-ended December 3 1, 2004 and 2005 for

the following trusts:

Richard M. Scaife Revocable Living Trust

R M Scaife Family Trust #1 (1958)

R M Scaife Family Trust #2 (1961)

R M Scaife Family Trust #3 (1965)

Sarah Mellon Scaife Trust for Richard Mellon Scaife (1935 )

Richard Mellon Scaife Charitable Remainder Unitrust (CRUT) (1996)

AN N N R N N

— Reports detailing Mr. Scaife’s charitable contributions and real estate taxes paid for the
year 2005;

— Financial statements for Tribune-Review Publishing Company for the period January 1,
2001 through December 25, 2005;

~ Forms 11208, U.S. Income Tax Return for an S Corporation of the Tribune-Review
Publishing Company for the years 2004 and 2005;

— Financial statements for Westminster Holdings, Inc. for the period January 1, 2004
through December 25, 2005;

— Forms 11208, U.S. Income Tax Return for an S Corporation of Westminster Holdings,

Inc. for the years 2004 and 2005;
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— Restated Trust Agreement dated , 1999 Restating The R.M. Scaife
Revocable Trust Originally Created September 22, 1994 and Amended and Restated as
of July 10, 1996;
— The Richard M. Scaife Revocable Trust Agreement dated December 9, 2005;
- Richard Mellon Scaife Charitable Remainder Unitrust Agreement;
— Deed of Trust for the Richard Mellon Scaife Trust dated December 30, 1935;
—  Trust Agreement dated December 16, 1958 by Sarah Mellon Scaife;
- Trﬁst Agreement dated April 7, 1961 by Sarah Mellon Scaife;
— Trust Agreement dated January 15, 1965 creati_ng the Richard Mellon Scaife Family
Trust No. 3;
—~ Trust account statements containing trust accountings prepared by the Trustees of
various trusts in which Mr. Scaife has a beneficial interest;
— Principal and Income Act (20 Pa. C.S.A. 8101 et seq.);
— Internal Revenue Code of 1954, as amended;
— Attendance at the deposition of Jeffrey Lehman of PNC Bank on August 31, 2006;
— Attendance at, and review of the available transcxfipts from, the deposiﬁons of Mr.
Scaife on August 22, 2006 and September 28, 2006;
— Discussions with Mr. Scaife and management personnel from the Tribune Review
Publishing Company;

— Other documents produced by Mr. Scaife through discovery; and
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— Various Pennsylvania court cases regarding the calculation of disposable income for

purposes of alimony and support.

The foregoing listing of items represents only a summary of the primary items considered

and is not intended to be an all-inclusive list.

In performing our analysis, we relied on the individual income tax retumns and other
available information of Mr. Scaife. The parties filed separate income tax returns and maintained
separate banking and investment accounts throughout their marriage. The results of our review are
the calculations of Mr. Scaife’s income as presented on Appendices A-1 and A-2, Section I -
Summary of Income for the years-ended December 31, 2004 and 2005; and Section II - Analysis of

Disposable Income for the years-ended December 31, 2004 and 2005.

The calculations presented in Appendix A-1 include all items of income, as hereinafter
delineated, in accordance with the applicable provisions of the various trust agreements in which
Mr. Scaife has a beneficial interest and consistent with the underlying accounting of the trust
activities as prepared by the trustees. Separately, as an aid to the court, we prepared a calculation
presented on Appendix A-2 which includes dividends from the 1996 Richard Mellon Scaife
Charitable Remainder Unitrust (“CRUT”) in the event the Court determines that the pass-through
dividends reported on Mr. Scaife’s individual income tax retums, as a result of the taxation of the

CRUT, represent disposable income available to Mr. Scaife (see discussion infra).
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We have based our analysis on the available information relative to Mr. Scaife’s individual
income. As a result, we have made several assumptions, where necessary, in determining the
individual disposable income of Mr. Scaife. The assumptions we made and our analysis is detailed

below:

A, SUMMARY OF HISTORICAL INCOME OF MR. RICHARD M. SCAIFE

Mr. Scaife is a named income beneficiary of four trusts which were established and
funded by his family many years prior to the parties’ June 1, 1991 marriage. These four

trusts consist of the following:

s Sarah Mellon Scaife for Richard Mellon Scaife Trust (1935) (“1935 Trust”);

s R M Scaife Family Trust (1958) a/k/a Family Trust #1 (“Family Trust #1”);

® R M Scaife Family Trust (1961) a’k/a Family Trust #2 (“Family Trust #2”);
and

= R M Scaife Family Trust (1965) a’k/a Family Trust #3 (“Family Trust #3”).

In addition to the four trusts identified above, Mr. Scaife established two trusts
which remain active. Mr. Scaife established and funded the Richard Mellon Scaife

Revocable Trust (“Revocable Trust™). Due to the underlying rights held by Mr. Scaife to
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exercise prerogatives of control and ultimately revoke the trust, we have essentially
disregarded this trust and have treated the assets and income associated with this trust as if
they remain in the total control of Mr. Scaife. The second trust established by Mr. Scaife
was the CRUT settled on January 23, 1996. The specific factors related to each of these

trusts will be discussed in further detail below as each of the elements of potential

disposable income is addressed.

The elements of income which we considered in our determination of Mr. Scaife’s

taxable and disposable income include the following:

1. Salary

Mr. Scaife, who. is 74 years of age, is employed by RMS Publisher, Inc. Mr.
Scaife is paid an annual salary of $24,000. RMS Publisher, Inc. is the publishing
arm of the Tribune Review Publishing Company which publishes the Tribune
Review in Greensburg, The Pittsburgh Tribune Review and five other daily local
newspapers in or around Allegheny County, Pennsylvania. Mr. Scaife testified at
his deposition on August 22, 2006, that he is involved on a regular basis with the
overall management of the company through his regular interaction with the Chief

Executive Officer and other top management executives. The salary received by


















































































































