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Sweetwater Hospital Association v Carpenter

A recent case illustrates how courts
interpret contracts when a dispute
arises and the parties cannot agree
on what they meant. Sweetwater
Hospital Association v Carpenter,
2005 WL 249695 (Tenn.Ct.App),
involved a newly graduated nurse
anesthetist. Her hospital had
offered to advance the cost of her
nurse anesthesia education. All it
asked, in return, was that on gradu-
ation the nurse rejoin the hospital.
The hospital agreed to eliminate
20% of the total indebtedness for
each full year that the nurse
remained a hospital employee. The
parties entered into a written agree-
ment (in fact, the agreement was
very formal. It called the nurse
“Maker” and incorrectly referred to
her as “he”). The nurse agreed that
if she failed to rejoin the hospital as
an active employee following the
conclusion of her studies she would
be responsible for repaying to the
hospital the tuition and other costs
that were advanced by the hospital
plus accrued interest. However, if
she remained an employee of the
hospital for 5 years, her loan repay-
ment obligation would be forgiven.
The contract provided, “in the
event the Maker fails to complete
five (5) years of continuous full-
time employment the balance of
any principal due together with
interest from the original date of
advance shall apply…to all bal-

ances remaining due under this
loan.” Left unspecified in the terms
of the contract was what type of
employment the hospital had to
offer the nurse. Was it employment
as a nurse or employment as a
nurse anesthetist? 

The nurse enrolled in anesthesia
school and, in due course, gradu-
ated. As the nurse neared gradua-
tion, she contacted a nurse anes-
thetist at the hospital. The nurse
anesthetist told her that the anes-
thesiologist in charge felt there was
not enough work to hire another
nurse anesthetist. The nurse subse-
quently met with the anesthesiolo-
gist. The anesthesiologist told her
that while the hospital was consid-
ering hiring another nurse anes-
thetist, a definite position was not
then available.

Based on these discussions, the
nurse accepted a position in Chat-
tanooga as a nurse anesthetist.
When the hospital administrator
learned that the nurse was not
returning to the hospital, he
requested repayment of the funds
advanced under the contract for
her anesthesia education. The hos-
pital ultimately filed suit against
the nurse anesthetist and the trial
court awarded the hospital the
amount of money that had been
lent plus interest. The nurse anes-
thetist appealed. 

It is clear that both sides are
interpreting their agreement in
entirely different manners. The
nurse anesthetist believed that the

hospital breached its agreement
when it failed to offer her a position
as a nurse anesthetist and that once
the hospital breached its agreement,
she was free to find other employ-
ment, while the hospital contended
that the nurse was obligated to take
any position it offered to her. The
appellate court limited its review to
the terms of the contract. According
to the contract, after graduation the
nurse had to become an employee
of the hospital. The contract did not
say anything about employment as
a nurse anesthetist. The nurse anes-
thetist testified that the discussions
she had with the administrator
when the contract was being negoti-
ated were clear that the employ-
ment to be offered was employment
as a nurse anesthetist. While she
understood that the final decision
was up to the head of the anesthesia
department, she testified that the
administrator had assured her that
it would not be a problem. The
administrator, on the other hand,
testified that he told the nurse that if
no position was available at the time
she finished anesthesia school she
would have to repay the amount
that the hospital advanced on her
behalf.

The appellate court felt that the
explanation of what was discussed
at the time the contract was signed
was interesting but irrelevant
because the clear terms of the con-
tract required the hospital only to
offer the nurse a “position” and
that, therefore, the hospital did not
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necessarily have to offer her a posi-
tion as a nurse anesthetist. Conse-
quently, because the nurse never
gave the hospital a chance to offer
her a position except as a nurse
anesthetist, the hospital had not
breached the contract and the
nurse anesthetist had to repay the
amount of money that had been
advanced for anesthesia school.

The concept of contract
One of the things about our legal
system that we often take for
granted is the concept of contract.
Private individuals may negotiate a
legal system of their own through
private agreement, not only as to
subject matter but also as to meth-
ods of enforcement. The remark-
able thing is that once the contract
is formed the government will lend
its support to the contract’s enforce-
ment. A risk in granting so much
freedom to private parties to
develop their own private system of
law is the risk of error and omis-
sion. What if the parties fail to ade-
quately communicate? What if the
parties inaccurately set forth their
agreement or fail to anticipate a
condition that arises? Unfortu-
nately, contracts are developed by
humans, and human communica-
tion is, almost by definition, imper-
fect. Consequently, these problems
are sure to arise. When writing
about cases like this, lawyers are
often tempted to point out the
importance of getting qualified
legal help to draft contracts so that
important terms are not left unclear
but are carefully spelled out. How-
ever, blaming the inherent imper-
fection of human communication
on a lack of legal advice (and often
costly legal advice) may not be use-
ful. The truth is, even lawyers are
human and therefore imperfect.
There can be no assurance that any
contract will cover all of the things
it needs to cover or cover them 

in clear, unambiguous language.
Hopefully lawyers can assist their
clients in dealing with the impor-
tant points and reduce disputes. But
the law books would be a lot thin-
ner if lawyers could eliminate all of
the potential problems in contracts.
Even if everyone had competent
legal advice, the courts would be
busy interpreting contracts.

Given the courts’ long history of
enforcing private contracts, the
courts have developed a series of
rules and approaches to fill in the
spaces and to overcome the errors
left by human authors. So, what do
courts do when confronted with
human drafted contracts that omit
to cover an important term or
cover the term with language that
is ambiguous and can be inter-
preted in a number of ways? The
answer is that the courts interpret
these contracts as they believe the
parties intended that they be inter-
preted. They study the contract for
evidence of intent. If they cannot
find the intent in the contract, they
let the parties explain what they
meant. If a material term is omit-
ted, the courts will interpret the
contract as incorporating a reason-
able term that would have been
included if the parties had thought
about it, unless the term is so mate-
rial or important that its absence
reflects a lack of agreement.

Of course, we do not necessarily
want courts interpreting the parties’
intent and inserting terms every
time they hear a contract dispute
unless there is some reason to inter-
pret the contract. The parties are
entitled to have their contracts
interpreted as they drafted them,
and if the language of the contract is
clear it is not necessarily a good idea
to encourage the courts to ignore it.

Basically, that was the position
taken by the court in the Sweet-
water case. There was no reason for
the court to become involved in

trying to decide what the parties
intended because the court thought
the contract was clear enough as it
was written. Although the contract
did not state what kind of position
the hospital had to offer the newly
graduated nurse anesthetist, this
was not an omission because the
contract was clear that the hospital
could offer her any position. 

Another court approaches the
problem
In the brief filed on her behalf, the
nurse offered cases from other juris-
dictions dealing with similar situa-
tions. One of the cases cited was
Tripodo v Chase Manhattan Bank
(152 Misc. 2d 372, 576 N.Y.S. 2d
760, 1991), where the employer, a
bank, had a policy that any
employee taking a course would be
reimbursed for any tuition expended
provided that: (a) the courses were
taken in an approved institution and
geared to benefit the value of the
employee to the defendant bank, (b)
were initially approved by the bank,
(c) the employee maintained at least
a “C” average, and (d) the employee
was an active staff member of the
bank at the time of reimbursement.
The bank went through a reduction
in force and after Ms Tripodo had
signed up for a course and paid the
tuition, she received a notice that
she was being terminated as an
employee. The bank refused to reim-
burse her for her tuition payments
on the grounds that the conditions
for reimbursement were not met
because she was no longer an “active
member” of the staff. The court
determined that the terms of the
tuition reimbursement policy were a
contract and viewed the case as one
calling for the interpretation of the
contract. The court tried to deter-
mine what the phrase “active staff
member” meant. If the New York
court had acted like the Tennessee
court in Sweetwater, the court could
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have determined simply that the
terms of the contract were clear and
that “active staff member at the time
of reimbursement” meant precisely
what it said. However, the court felt
that this was not what the parties
intended. It determined that what
the language actually meant “was
that applicants for refunds of tuition
had to be full-time employees unless
they were prevented from the same
due to acts beyond their control.”

It seems clear that the nurse in
the Sweetwater case was urging the
appellate court to do more than sim-
ply look up the meaning of the
words that were used. In the Tripodo
case, no dictionary would have
defined “active staff member” to
mean “active staff member unless
prevented by acts beyond their con-
trol.” The nurse anesthetist was
arguing that the clear words of her
contract with Sweetwater Hospital
made no sense and could not possi-
bly have meant that the hospital met
its burden under the contract
merely by offering her any position.
Obviously, what was meant was that
the hospital had to offer her a job as
a nurse anesthetist. Unfortunately,
the Tennessee court dismissed this
argument by assuming that the
Tripodo case was based on a public
policy argument that required reim-
bursement because the expendi-
tures were related to education. As I
think we can see, the Tripodo case
was an effort to figure out what the
parties meant rather than what they
might have said. 

How courts interpret
contracts
The rules a court uses to interpret a
contract are fairly simple. In Anes-
thesiologists Associates of Ogden v St
Benedict’s Hospital (852 P. 2d 1030,
Utah), the court was required to
interpret a contract between an
anesthesiologist group and a hospi-
tal. A group of anesthesiologists

were providing general surgical and
emergency obstetrical anesthesia
services but not general obstetrical
anesthesia services. The hospital
was trying to combine its anesthe-
sia coverages, but the anesthesia
group was reluctant to provide gen-
eral obstetrical service. It finally
agreed and the hospital and anes-
thesia group signed an agreement.
The anesthesia group agreed to pro-
vide obstetrical service and the
term of their agreement to provide
surgical services was extended. A
provision of the new agreement
provided that the original contract
was amended so it would have the
same term as the agreement for
obstetrical services. The agreement
permitted the anesthesiologists to
terminate by giving 6 months’
notice. After approximately 4 years,
the anesthesia group notified the
hospital that they were going to ter-
minate the obstetrical contract. The
hospital then notified the group
that because the term of both agree-
ments were concurrent, the hospi-
tal was terminating their agreement
to provide surgical anesthesia as
well. That was not the result the
anesthesiologists wanted. 

The anesthesia group sued the
hospital for breach of its contract
regarding the surgical services. The
trial court found that the provision
that both agreements would have
“concurrent” terms was ambigu-
ous. It could mean either that the 2
contracts would run for the same
period of time and the termination
of one would not affect the other,
or it could mean that the terms of
both contracts were the same and
that the termination of one auto-
matically terminated the other. The
appellate court discussed the rules
a court follows in interpreting a
contract. 

First, a contract should be inter-
preted by looking at the document
itself to determine the intent of the

parties. If the document is clear, no
additional evidence concerning the
intent of the parties should be con-
sidered. The court will enforce the
plain language of a contract even if
one of the parties contends that the
contract does not say what was
intended. 

Second, contract language is
ambiguous if the words used to
express the intent of the parties
allow you to reach 2 or more possi-
ble meanings. If a contract is
ambiguous, additional evidence
concerning the intent of the parties
can be introduced. 

The court also explained another
important element concerning the
interpretation of contracts. Nor-
mally, matters of law are decided by
a court, while matters of fact are
decided by a trier of fact, often a
jury but sometimes the judge at the
trial court. The distinction is impor-
tant because an appellate court feels
free to overrule a lower court’s deci-
sions on law, but it gives deference
to findings of fact made by a trier of
fact, whether a jury or the trial
court. The reasoning is that the trier
of fact actually heard the witnesses
and observed their demeanor and
sincerity. This cannot be observed
from a review of the written record.
Therefore, an appellate court gives
deference to findings of fact while
determinations of law can be com-
pletely reviewed. Generally, the
interpretation of the meaning of a
contract is a matter of law and is
made by the judge. Consequently,
whether or not a contract is
ambiguous, a question of law, is
decided by a judge and can be com-
pletely reviewed by an appellate
court. However, once a contract is
determined to be ambiguous and
evidence of intent can be offered,
the trier of fact hears the evidence
and determines what the parties
intended. In Anesthesiologists Asso-
ciates of Ogden, the appellate court
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agreed with the trial court that the
contract provision that the terms of
the 2 agreements be concurrent was
ambiguous, and therefore the trial
court was correct to allow evidence
of intent to be introduced. The find-
ings of the trial court on the mean-
ing of the ambiguous contract was a
question of fact, and the trial court’s
decision was binding on the appel-
late court. The trial court had ruled
that there were 2 separate contracts,
each having the same term but the
termination of one contract was not
a termination of the other. Thus, the
anesthesiologists were right, the
contracts were independent and one
could be cancelled without termi-
nating the other. This ruling was
affirmed by the appellate court. 

Once it is determined that the
written agreement does not ade-
quately express the intent of the par-
ties, the court will accept a variety of
evidence to establish that intent. The
parties can testify as to what was
said during the negotiations. They
can also testify as to custom and
usage in a trade or business. For
example, an employment contract
for a nurse anesthetist might require
“compliance with proper charting
techniques.” Clearly a court or jury
would not understand what “proper
charting” meant. Yet an anesthesia
group and a nurse anesthetist would
find it a waste of time to set out all
the requirements of “proper charting
techniques.” In case of a dispute, the
parties would be able to introduce
evidence that “proper charting tech-
niques” would include periodic tem-
perature and blood pressure meas-
urements, drugs administered,
reactions noted, and so forth.  More
likely, the issue would be whether
the failure to note something on a
chart was a violation of the require-
ment to use proper charting tech-
niques. Experts would testify as to
the specific item, not a comprehen-
sive list of everything that might be

charted. A contract requiring
“proper charting techniques” would
be enforceable even though there
was no way for the court to under-
stand what was meant without
expert testimony. If there is a ques-
tion as to the meaning of a specific
word, the courts will commonly
look to a definition of a word in a
standard dictionary, but if the word
has a technical meaning, the courts
will rely on the definition contained
in a dictionary specializing in the
field. Where possible, words are
given the meaning that best carries
out the intent of the parties.

What people say is
sometimes not what they
mean
Another case involving anesthesia
where a court was called upon to
interpret a contract was Lipson v
Anesthesia Services, P.A. (2001 WL
1398594 (Del. Super.)). Lipson
was an anesthesiologist who had
been hired by an anesthesia group.
According to the case, Lipson had
done some things to alienate him-
self from the group. First, he
wanted to develop a critical care
medicine component to the group’s
practice. Although his plans were
initially endorsed, Lipson said he
began to sense that the group was
reluctant to proceed in this direc-
tion. Lipson contended that the
explanation for this reluctance was
that health insurance carriers paid
less for this type of service. A sec-
ond area of contention was Lip-
son’s belief that the group sus-
pected that he had assisted the
“non-partner” members of the
group (primarily, the nurse anes-
thetists) to complain about the dis-
parity of their salaries. 

There were 2 incidents at the
hospital that apparently resulted in
Lipson becoming very angry and
provoked him to use “offensive
language.” One had to do with Lip-
son’s treatment of an emergency

case where he was criticized for
taking a patient directly to the
operating room bypassing admis-
sions, and the other had to do with
Lipson being paged for an emer-
gency where the operator could
not tell him the nature or where-
abouts of the emergency. As Lip-
son’s relationship with the group
deteriorated, he was suspended
from duties. He terminated his
employment and tried to compete
with the group. Ultimately, he
accepted a position as associate
clinical professor of anesthesia at a
medical school in another state.

In the ensuing litigation between
Lipson and the group, one of Lip-
son’s charges required interpretation
of a provision of his employment
contract that required a unanimous
vote of the board of directors to sus-
pend him from duty. At the board
meeting where Lipson was sus-
pended, only 12 of the 16 members
of the board were present. Even
though all of them voted to suspend
him, Lipson claimed that his con-
tract required a vote of 16 of the 16
members of the board, while the
group contended that a unanimous
vote was one where all of the direc-
tors present at a meeting at which a
quorum were present voted to sus-
pend him. The court had to interpret
what was meant by a “unanimous”
vote. The court disagreed with Lip-
son on this particular point, holding
that where a quorum was present,
the contract merely required that all
directors vote in favor, not that there
had to be a meeting of all of the
directors, all of whom had to vote in
favor. It was a small issue in the
overall litigation.

What I especially liked about the
case was the court’s quotation from a
famous jurist that sums up the dan-
ger of assuming that language can
adequately express human commu-
nication. The court began its consid-
eration by quoting Judge Learned
Hand “[t]here is no surer way to
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misread any document than to read
it literally.” (Guiseppi v Walling, 2d
Cir., 144 F.2d 608, 624 (1944), aff’d
sub nom, Gemsco v Walling, 324 U.S.
244 (1945), quoted in Lipson v Anes-
thesia Services, P.A., 2001 WL
1398594 (Del.Super.)). 

Applying these approaches
to the Sweetwater case
In the Sweetwater case, the court
refused to require the parties to
explain what they meant when they
referred to the “position” that would
be offered the newly graduated
nurse anesthetist. The court thought
the language of the contract was
clear. The contract required the hos-
pital to offer the nurse a “position,”
without saying that the position had
to be as a nurse anesthetist. Accord-
ing to the court, there was nothing
in the contract that indicated any
ambiguity. A position is a “position.”
Or is it? While it is fairly common
for employers to encourage employ-
ees to seek additional education,
there are several types of educational
opportunities. One type may pro-
vide additional tools or skills to per-
form your existing job. The AANA,
for example, offers a number of
courses to help nurse anesthetists be
better nurse anesthetists. Other
kinds of programs provide the back-
ground to enter entirely new fields.

Nurse anesthesia schools make
nurse anesthetists out of critical care
nurses. 

The contract in the Sweetwater
case was not customized for the par-
ticular case (remember, it referred to
the female nurse as a “him”). Per-
haps its lack of specificity remained
from situations where employees
were enrolling in classes that would
help them with their current posi-
tion, not to enter new fields. Is it
reasonable to believe that a hospital
administrator was willing to
advance the funds for a nurse to go
to anesthesia school only to expect
the nurse to return and accept a
position other than as a nurse anes-
thetist? When the contract referred
to the requirement that the nurse
“agreed to become or remain an
employee of the” hospital, could the
parties really have meant any posi-
tion? Did the court understand
what it takes to become a nurse
anesthetist? Would a nurse spend 2
years in anesthesia school to return
to the hospital as a floor nurse? If
she had accepted a position with the
hospital as something other than a
nurse anesthetist, what would have
happened to her skills? If she
accepted a nonanesthesia position
and worked in it for 5 years to pay
back her tuition, would she have
been able to look for an anesthesia

job without being reeducated?
What would have been the point in
going to anesthesia school in the
first place? If you accept the court’s
interpretation of the contract that a
position is a position, could the hos-
pital have offered the nurse a cleri-
cal position or even one on the
maintenance staff and still have sat-
isfied its obligation? 

From its website, Sweetwater
Hospital appears to be a friendly,
59-bed hospital, located in a rural
area between Knoxville and Chat-
tanooga, Tenn. Speculating on
whether the administrator was or
was not concerned about being
able to hire competent anesthesia
personnel is probably not produc-
tive, but it seems unlikely that an
administrator would provide fund-
ing for someone’s education as a
nurse anesthetist just to rehire her
as a floor nurse (or in some clerical
or other capacity). On the other
hand, it also seems unlikely that an
administrator would advance the
funds for anesthesia school and
then not expect some considera-
tion. This case is very puzzling. To
me, the contract and the intent of
the parties is not clear at all. I wish
the court had known more about
nurse anesthetists and found out
what the parties really meant and
intended.
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