Fil ed

D. C. Superior Court
01/21/2015 15: 18PM
Clerk of the Court

SUPERIOR COURT FOR THE DISTRICT OF COLUMBIA
Civil Division

DISTRICT OF COLUMBIA Civil Action No.: 2012 CA 008227 2
Department of Insurance, Securities Judge: Judith Bartnoff
and Banking, Calendar No.: 15

Next Scheduled Event: Status Hearing
February 5, 2015, at 10:00 a.m.
Petitioner,

V.

D.C. CHARTERED HEALTH PLAN, INC,,

Respondent.

PRAECIPE

NOTICE OF FILING OF SPECIAL DEPUTY TO THE
REHABILITATOR’S FIFTEENTH STATUS REPORT

D.C. Chartered Health Plan, Inc., acting through its Rehabilitator and his attorneys, files

the attached Special Deputy to the Rehabilitator’s Fifteenth Status Report.

Dated: January 21, 2015 Respectfully submitted,

By: /s/ Richard E. Hagerty

Richard E. Hagerty

Bar Number 411858

TROUTMAN SANDERS LLP

1850 Towers Crescent Plaza, Suite 500
Tysons Corner, VA 22182

(703) 734-4326

(703) 448-6520 (facsimile)
richard.hagerty@troutmansanders.com
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By: /s/ David K.. Herzog
David K. Herzog (admitted pro hac vice)

Faegre Baker Daniels LLP

300 N. Meridian Street, Suite 2700
Indianapolis, Indiana 46204

(317) 237-1240

(317) 237-8540 (facsimile)

David.Herzog@faegrebd.com

Attorneys for the Rehabilitator and the
Special Deputy to the Rehabilitator for
D.C. Chartered Health Plan, Inc.
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Certificate of Service

I hereby certify that on January 21, 2015, a copy of the foregoing Notice of Filing of

Special Deputy to the Rehabilitator’s Fifteenth Status Report was filed and served by email

upon:

Chester A. McPherson, Rehabilitator Stephane J. Latour

¢/o Stephanie Schmelz E. Louise R. Phillips

DISB, Office of the General Counsel Assistant Attorneys General

810 First St., NE, Suite 701 441 Fourth Street, NW, 630 South
Washington, D. C. 20002 Washington, D.C. 20001
Stephanie.Schmelz@dc.gov Stephane.Latour@dc.gov

Louise.Phillips@dc.gov

Daniel L. Watkins

Special Deputy Rehabilitator
1050 K Street NW, Suite 400
Washington, DC 20001
danwatkins@sunflower.com
Charles T. Richardson
Faegre Baker Daniels LLP
1050 K Street NW, Suite 400
Washington, DC 20001
crichardson@faegrebd.com

/s/ Richard E. Hagerty
Richard E. Hagerty

US.55593927.01
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SUPERIOR COURT FOR THE DISTRICT OF COLUMBIA
Civil Division

DISTRICT OF COLUMBIA Civil Action No.: 2012 CA 008227 2
Department of Insurance, Securities Judge: Judith Bartnoff
and Banking, Calendar No.: 15

Next Scheduled Event: Status Hearing
February 5, 2015, at 10:00 a.m.

Petitioner,
V.

D.C. CHARTERED HEALTH PLAN, INC,,

Respondent.

SPECIAL DEPUTY TO THE REHABILITATOR’S FIFTEENTH STATUS REPORT

Daniel L. Watkins, as Special Deputy to the Rehabilitator of D.C. Chartered Health Plan,
Inc. in Rehabilitation (“Chartered”), files this Fifteenth Status Report.

1. Background. On October 19, 2012, William P. White, then Commissioner of the
District of Columbia Department of Insurance, Securities and Banking (“DISB”), filed an
Emergency Consent Petition for an Expedited Order of Rehabilitation. This Court granted the
Petition that same day in the “Rehabilitation Order,” and appointed the Commissioner, and his
successors, as Rehabilitator of Chartered. The Commissioner in turn appointed Daniel L.
Watkins as Special Deputy to the Rehabilitator.

By statute and under the Rehabilitation Order, the Rehabilitator assumed all powers of
Chartered’s directors, managers, and officers; took possession of its assets; received authority “to
take such action as deemed necessary or appropriate to reform and revitalize Chartered;” and
assumed management of Chartered’s business.

In carrying out his duties to effectuate the rehabilitation, the Special Deputy, with the
Court’s express approval, consummated (1)the sale of certain of Chartered assets to

AmeriHealth, and (2) the settlement of Chartered’s multi-million dollar claims against the
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District of Columbia Department of Health Care Finance (“DHCF”). The AmeriHealth
transaction ensured continuity of coverage for tens of thousands of District Medicaid enrollees,
provided for continued employment for Chartered employees, and honored Chartered’s contracts
with hospitals, physicians, and other healthcare providers. The $48 million settlement with
DHCF allowed Chartered promptly to pay its providers more than 83 percent of what they were
owed by Chartered for delivering medical care to Chartered’s enrollees.

In addition, after examining Chartered’s books and records, the Rehabilitator filed a
separate action against Chartered’s parent, D.C. Healthcare Systems, Inc. (“DCHSI”), and its
sole shareholder, Jeffrey E. Thompson. D.C. Chartered Health Plan, Inc. v. Thompson, Civil
Action No. 13-3752 (D.C. Super. Ct.) (the “Thompson Action”). The action seeks over
$16 million in damages for alleged breaches of fiduciary duty, unjust enrichment, conversion,
breach of contract, indemnification, and violation of statutory duties in connection with
(1) unsupported cash transfers from Chartered, (2) unpaid contractual obligations under a Tax
Allocation Agreement, and (3) the loss of Chartered assets that secured a line of credit at
Cardinal Bank for DCHSI. Details on this action’s current status are provided below, in
Section 2(a)(i).

Since the Rehabilitation Order was entered, the Special Deputy has regularly provided
written updates to the Court concerning his activities on Chartered’s behalf. This is the fifteenth
of such reports.

2. Update From Fourteenth Status Report. On December 2, 2014, the Special

Deputy filed his Fourteenth Status Report with the Court. The following information provides

an update to the Fourteenth Status Report.
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(a) Parent Company and Related Party Issues.

i On December 10, 2014, Judge Mott entered an order in the
Thompson Action denying defendants’ motion to stay the case until the conclusion of the
rehabilitation proceedings. Judge Mott’s Order recognized that “[t]he public interest at
stake here concerns making whole all creditors in the rehabilitation plan.” He further
acknowledged that “[t]he pending claims against defendants, when resolved, will
determine the sum available to carry out the rehabilitation plan.”

On December 16, 2014, Judge Mott denied Chartered’s motion for partial
summary judgment and granted, in part, defendants’ motion to dismiss certain counts of
the complaint, with leave to amend. The Rehabilitator filed an amended complaint in the
Thompson Action on January 13, 2015. A status hearing was held in the Thompson
Action on January 16, 20135.

ii. On December 30, 2014, DCHSI and Jeffrey Thompson filed a
complaint in this Court against the District of Columbia, DHCF’s Director, DISB’s
current and former Commissioner, the Special Deputy, and Mercer LLC (a DHCF
consultant) (the “DCHSI Action™), asserting Constitutional claims as well as claims for
breach of contract, restraint of trade, and fraud, and seeking over $80 million in damages.
On December 31, 2014, plaintiffs in the DCHSI Action filed a motion to consolidate it
with the Thompson Action. On January 13, 2015, the DCHSI Action was removed to
federal court and is now docketed as DC Healthcare Systems, Inc. v. District of
Columbia, Case No. 1:15-cv-00046-RBW (D.D.C.). The District Defendants requested
an extension of time until March 24, 2015 to respond to the complaint in the DCHS/

Action, which the U.S. District Court granted on January 16, 2015.
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iii. As reported in the Tenth through Fourteenth Status Reports, the
Rehabilitator has been working with tax professionals to determine whether Chartered
has any outstanding federal income tax obligations. Previously, DCHSI had filed
consolidated returns covering its related corporations, including Chartered, but the last
consolidated return filed by DCHSI was for the taxable year ending April 30, 2010.

In December 2014, the Rehabilitator filed with the IRS tax returns solely
on behalf of Chartered for tax years 2011-2014.As previously reported, no additional
Class 3 payments to providers beyond the 83.88% pro rata share payments will be
proposed by the Rehabilitator for the Court’s consideration pending resolution of
Chartered’s outstanding federal tax issues with the IRS. Also, as previously reported, the
filings of the 2011-2014 Chartered returns are intended to satisfy both the Rehabilitator’s
fiduciary obligations as well as the requirements of IRC Reg. § 1.1502-75(2)(2), which
triggers the limitations period applicable to assessments. Greater certainty about
Chartered’s sole tax liability and the dates on which the applicable limitations period on
assessments expire will help promote an eventual wind up of the rehabilitation.

(b) Financial Matters.

i. Concurrently herewith, the Special Deputy submitted a motion for
the Court’s approval of a Stipulation and Agreement between Chartered and DHCF, and
a related Agreement Regarding Preservation of Documents between Chartered and
AmeriHealth Caritas (previously provided to the Court as an exhibit to the Fourteenth
Status Report). As discussed in the Motion and in prior status reports, the Special Deputy
negotiated these agreements to (a) formalize cooperation between Chartered and

AmeriHealth with respect to preservation of Chartered documents, data, and information
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systems, and (b) minimize the long-term costs to Chartered of maintaining, archiving,
and preserving certain of its information, by clarifying the scope of Chartered’s
preservation obligations under the expired Chartered-DHCF contract. As also previously
noted, in addition to common law and contractual preservation duties under the
Chartered-DHCF contract, there is a litigation hold due to the pending litigation
involving Chartered, including the Thompson Action, the DCHSI Action, and the instant
rehabilitation proceeding. Until the full and final resolution of these litigation matters,
the litigation hold supersedes all other preservation obligations, including those set forth
in the agreements.

ii. The Rehabilitator also reports that the 2014 Annual Statement and
Audit Report will be filed with the Court when completed.

3. Carrying Qut the Plan of Reorganization and Payment of Chartered’s

Liabilities.

(a) Proofs of Claim Process. The status of the proof of claim process
remains unchanged since the last status report. In brief, the Special Deputy received 65 proofs of
claim totaling approximately $14 million, with a few unquantified claims including one for
indemnification from Jeffrey Thompson. The Rehabilitator has mailed Notices of Determination
to all but three claimants who filed proofs of claim, as described in the spreadsheet and summary
narrative attached to the Twelfth Status Report. There currently are no unresolved objections to
these Determinations. Notice of Determinations on the three remaining proofs of claim will be

sent to those claimants as reviews are completed.
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(b) Provider Claims and Payments.

i. As previously reported, Chartered reached a $48 million settlement
with DHCF, with the agreement that the settlement amount would be distributed to
providers in two parts by Chartered and DHCF, respectively. Chartered paid healthcare
providers $18 million for Part I payments under the DHCF Settlement Agreement, and
DHCF distributed approximately $28 million for Part Il payments through its grant
program. DHCF deposited the approximately $2 million balance of unpaid PartII
settlement payments into the Court’s registry, and the Court approved Chartered’s
withdrawal of those funds. Chartered then used a third-party administrator, the Colbent
Corporation, to pay the remaining funds to providers in September, 2014. Together, the
Part I and Part II payments for each approved provider claim constitute the provider’s
83.88% pro rata share of its claim.

ii. As previously reported, Chartered has also paid with estate assets
83.88% of (a)an $8.4 million Court-approved settlement with MedStar; and
(b) approximately $1.14 million in claim appeals approved through July, 2014.

() Claim Appeals. The status of claim appeals remains unchanged since the
last report. In brief, Chartered has made approximately $957,000 in court-approved payments
for claim appeals. A few claim appeals are still being processed. A petition to pay the 83.88%
pro rata amount on these claims will be filed in the near term.

4. Rehabilitation Expenses.The Court has approved all of the Rehabilitator’s
petitions for approval of Submissions of Fees and Expenses through the Fourteenth Submission
filed on December 10, 2014. Chartered is currently preparing a submission of its fees for

November and December, 2014.
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5. Chartered Assets. Chartered has cash assets of approximately $7.85 million

after the September and October invoices approved by the Court were paid.

Respectfully submitted,
/s/ Daniel L. Watkins
DANIEL L. WATKINS

Special Deputy to the Rehabilitator for
D.C. Chartered Health Plan, Inc.
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