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Department of Insurance, Securities and 

Banking, 
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v. 

 

D.C. CHARTERED HEALTH PLAN, INC., 

 

Respondent.  

 

 

 

 

Civil Action No.: 2012-8227 

Judge Melvin R. Wright 

 

PARTY-IN-INTEREST D.C. HEALTHCARE SYSTEM, INC.’S MOTION FOR (1) A 

STAY PENDING APPEAL OF THE ORDER APPROVING THE ASSET PURCHASE 

AGREEMENT, PLAN OF REORGANIZATION AND RELATED MATTERS; AND  

(2)  INJUNCTIVE RELIEF 

 

Pursuant to District of Columbia Superior Court Rules of Civil Procedure 62(a) and 

65(a), D.C. Healthcare Systems, Inc. (“DCHSI”), by and through its undersigned counsel of 

record, hereby moves this Court to: (1) stay its March 1 Order (Approving the Asset Purchase 

Agreement, Plan of Reorganization and Related Matters) pending appellate review 

(2) preliminarily enjoin the Rehabilitator from liquidating Chartered or otherwise exceeding the 

limits of his authority under the Insurers Rehabilitation and Liquidation Procedures Act, D.C. 

Code § 31-1301 et seq. and the October 19, 2012 Order of this Court placing Chartered into 

rehabilitation; (3) vacating or rendering void all of the Rehabilitator’s liquidating actions, 

including any and all purported agreements with AmeriHealth; (4) requiring Petitioner District of 

Columbia to reopen the bidding process for the Department of Healthcare Finance (“DHCF”) 

Medicaid contract (Solicitation No. Doc70947/DHCF-2013-R-0003 (MCO)) (“DHCF Contract”) 

and to extend all deadlines for a reasonable period sufficient to allow Chartered to submit a bid 

on its own behalf or, in the alternative, to permit all current bidders at the “best and final offer 



 

 

stage” to bid to acquire Chartered; and (5) requiring the Rehabilitator to comply with Chartered’s 

Restated Articles of Incorporation by obtaining DCHSI’s advance approval of any decision that 

would change the nature or operation of Chartered’s business or have a material affect on 

DCHSI’s interest in Chartered. 

 WHEREFORE, good cause having been shown, DCHSI respectfully requests that its 

Motion for (1) a Stay Pending Appeal of the Order Approving the Asset Purchase Agreement, 

Plan of Reorganization and Related Matters; and (2)  Injunctive Relief be granted.  A Proposed 

Order is submitted herewith. 

ORAL HEARING REQUESTED 

 

Dated:  March  6, 2013   Respectfully submitted, 

_____________/s/____________ 

      David Killalea (DC Bar 418724 ) 

John Ray (DC Bar 214353) 

Manatt, Phelps & Phillips, LLP 

700 12
th

 Street, NW, Suite 1100 

Washington, DC  20005-4075 

Tel. (202) 585-6500 

Fax. (202) 585-6600 

Counsel for DCHSI 
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MEMORANDUM OF POINTS AND AUTHORITIES 

Party-in-Interest D.C. Healthcare Systems, Inc. (“DCHSI”) is the sole shareholder of 

Respondent D.C. Chartered Health Plan, Inc. (“Chartered”), a District of Columbia HMO that 

has ably served the District’s neediest citizens since 1987 as an incumbent to the Department of 

Health Care Finance (“DHCF”) Medicaid and Alliance contract. Petitioner DISB, acting as 

Chartered’s rehabilitator, petitioned this Court for an expedited order approving a purported 

Reorganization Plan for Chartered and an Asset Purchase Agreement in which AmeriHealth 

District of Columbia would purchase Chartered’s key assets. DCHSI objected to the expedited 

proceedings and asked for a briefing schedule so that it could demonstrate that the proposed 

Agreement with AmeriHealth is not fair and equitable and that the Rehabilitator’s plan did not 

comport with the law. Rather than set a briefing schedule, on March 1, this Court granted all 

relief Petitioner had requested and denied DCHSI’s request to file a brief on the merits. 

Recognizing that DCHSI intended to appeal, the Court granted DCHSI leave to file this motion 

for stay.
1
 

DCHSI requests that the Court stay its March 1 order pending an expedited appeal (and 

concurrent petition for writ of mandamus) because the Rehabilitator’s actions violate the order 

placing Chartered into rehabilitation and the governing rehabilitation statute. The Rehabilitator is 

taking steps to liquidate Chartered under the guise of a rehabilitation plan. Such liquidation 

would irreparably harm DCHSI and violate its rights as Chartered’s sole shareholder and a 

creditor. In addition to staying its March 1 order, DCHSI requests that the Court grant DCHSI 

injunctive relief to: order the Rehabilitator to re-open the bidding process for Chartered’s sale; 

                                                 
1
 Although the docket mistakenly lists the undersigned counsel as having appeared for Chartered 

and grants Chartered leave to file a stay motion, it is clear this was meant to refer to DCHSI. As 

shareholder and creditor of Chartered, DCHSI qualifies as a party in interest. See Capital 

Linoleum Co. v. Savage, 91 A.2d 564, 565 (D.C. 1952) (party in interest is one “who under 

substantive law has the legal right to enforce the claim”); Black's Law Dictionary 1232 (9th ed. 

2009) (party in interest is a party “entitled under the substantive law to enforce the right sued 

upon and who generally, but not necessarily, benefits from the action's final outcome”). 
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order the District to re-open the bidding process for the DHCF Contract; and to enjoin the 

Rehabilitator from taking further actions in excess of his authority. 

PRELIMINARY STATEMENT 

From the outset, Chartered’s “Rehabilitator”
2
 disregarded his fundamental obligation to 

rehabilitate Chartered in favor of an unauthorized liquidation. The proposed AmeriHealth 

transaction — whether or not properly recognized as a move toward liquidation, rather than 

reorganization — is not “fair and equitable” as required by the rehabilitation statute. The 

government has admitted that Chartered continues to meet the needs of enrollees and providers 

under the DHCF Contract, as it has through annual contract renewals for 25 years. Chartered’s 

DHCF Contract is its sole revenue source. The government correctly alleged in its initial 

pleading that DCHSI is a party in interest in this proceeding; in fact, Chartered is DCHSI’s sole 

revenue source, and if Chartered fails, DCHSI fails. DCHSI also is interested as a creditor — it is 

the lessor of Chartered’s office lease, which the Rehabilitator seeks to breach without 

compensating DCHSI. 

This proceeding was commenced for the express purpose of rehabilitating Chartered. The 

Rehabilitator’s mandate is to reform and revitalize Chartered. See D.C. Code § 31-1312(c); 

Emergency Consent Order of Rehabilitation (“Rehabilitation Order”) at 2, 3 (Rehabilitator has 

“authority to take such action as deemed necessary or appropriate to reform and revitalize 

Chartered”; “the Rehabilitator [is to] submit a plan of rehabilitation of Chartered for Court 

approval if one is feasible” or, “[i]f the Rehabilitator determines that a rehabilitation plan is not 

feasible,” he “shall submit a report to the Court which states the basis for such determination”). 

If the Rehabilitator determines that a reorganization or other transformation of an insurer is 

                                                 
2
 By law, the DISB Commissioner is the Rehabilitator. He appointed Daniel L. Watkins to carry 

out the Rehabilitator’s powers as Special Deputy to the Rehabilitator; DCHSI uses “the 

Rehabilitator” to refer to both the Commissioner and his deputy unless context requires 

otherwise. The Commissioner appointed Mr. Watkins over Chartered’s objection that he was 

conflicted because his brother was Chartered’s Chief Operating Officer for almost four years 

until September 2011, and was involved in conduct directly subject to the Rehabilitator’s review. 
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appropriate, he must first prepare a plan to effect the changes and seek Court approval, and the 

Court may prescribe notice and hearings and then approve, disapprove, or modify the plan. See 

D.C. Code § 31-1312(e). The plan must be “fair and equitable to all parties concerned” and 

should not be carried out until it is approved by the Court. Id. 

The goal of rehabilitating Chartered was to cure a deficiency in “risk-based capital” — 

even though Chartered meets its statutory minimum net worth requirement and the District owes 

Chartered a multiple of the amount of the alleged capital deficiency. Petitioner, however, never 

attempted to rehabilitate Chartered. To the contrary, every action has been directed toward 

effectuating an unauthorized liquidation, without the Rehabilitator first having sought a 

liquidation order under the Rehabilitation Statute. See D.C. Code § 31-1314 et seq. (the 

Commissioner may petition for a liquidation order when he “believes further attempts to 

rehabilitate an insurer would substantially increase the risk of loss to creditors, policyholders, or 

the public, or would be futile”) (emphasis added). 

The Rehabilitator’s first and most critical liquidating step, taken just six weeks into this 

proceeding (and without prior notice to the Court or DCHSI, as required by Chartered’s Articles 

of Incorporation), was to prevent Chartered from bidding on renewal of the five-year DHCF 

Contract to provide healthcare services to Medicaid and Alliance beneficiaries. If permitted to 

stand, this decision would strip Chartered of its only business and source of income. Next, the 

Rehabilitator put Chartered’s resources and experience behind competitor AmeriHealth’s bid on 

the DHCF Contract. Then, the Rehabilitator spent three months negotiating a sale transaction 

with AmeriHealth that, now that its terms were revealed on February 22, 2013, demonstrates that 

he is dismantling what would remain of Chartered. The Rehabilitator’s disregard for Chartered’s 

fate is further shown by the fact that, by tying Chartered’s fortunes to one bidder to the exclusion 

of all others, he has risked leaving Chartered with nothing if AmeriHealth does not win the 

contract. The Rehabilitator’s actions are consistent with the very definition of a liquidation, the 

“process of converting assets into cash,” and diametrically opposed to a rehabilitation, which is 

the “process of reorganizing a debtor’s financial affairs … so that the debtor may continue to 
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exist as a financial entity.” Black’s Law Dictionary  1080, 1451 (9th ed. 2009); see also 43 AM. 

JUR. 2D INSURANCE § 99. 

The Court should not accept the Rehabilitator’s remarkably quick conclusion that 

Chartered should be liquidated. The Court also should either reverse its March 1 order to 

consider facts that will demonstrate that the terms of the proposed Agreement are not “fair and 

equitable to all parties concerned,” or stay that order pending appeal. This is particularly 

important because the record, as it now stands, consists almost entirely of assertions of fact by 

the Rehabilitator, but essentially no evidence. Although the government portrayed its Petition as 

a plan of “rehabilitation,” the plan approved by this Court will strip Chartered of continued 

operations, surrendering any chance it has to maintain its existing DHCF Contract, enrollee and 

provider agreements, and giving away its desks, office supplies, phone numbers, and even its 

name. Even the Rehabilitator describes this plan as a “wind down” of operations. 

Liquidation would be a strange and, to DCHSI’s understanding, unprecedented fate for a 

company that (1) for over 25 years has fulfilled its responsibility to ensure Medicaid and 

Alliance enrollees receive proper coverage and to pay the complex network of providers it has 

developed; (2) is and has been in compliance with its statutory minimum net worth requirement; 

(3) suffered a diminution of capital surplus in 2011 because, as the Rehabilitator himself 

contends, DHCF unilaterally imposed $60 million in new costs on Chartered but then failed to 

meet its obligation to pay Chartered for those costs; (4) would have more capital than is required 

if only the District would pay what DHCF owes to Chartered; and (5) increased its capital and 

surplus by 50% in the first nine months of 2012. Simply put, if the District would pay what it 

owes, Chartered would not be subject to rehabilitation. 

The Rehabilitator’s decision not to allow Chartered to bid on the new DHCF Contract, by 

itself, was an act of liquidation. But liquidation is to be a last resort; the Rehabilitator should not 

have been permitted to take any steps toward liquidation until after exhausting all reasonable 

rehabilitation efforts. Even if the Rehabilitator had quickly determined that rehabilitation was 

somehow futile notwithstanding Chartered’s strong track record and the District’s $60 million 
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debt to Chartered, by order and statute he was required first to justify his conclusion to the Court 

and propose a plan of action before taking steps toward liquidation. This Court then would have 

had the full benefit of the adversary process in determining what is in the parties’ (and interested 

parties’) best interests, before the Rehabilitator abandoned Chartered’s only business. The 

Rehabilitator usurped this Court’s authority and ignored his statutory obligations. This Court’s 

order has rewarded the Rehabilitator’s improper conduct and accepted the Rehabilitator’s plan 

without adequate justification and without even hearing from DCHSI, a truly aggrieved party 

that is not fairly and equitably treated under the Rehabilitator’s plan. 

Selling Chartered’s key assets also violates its governing corporate documents, which the 

Rehabilitation Order did not supplant. The Rehabilitation Order gives the Rehabilitator the 

power of Chartered’s board; it does not give him powers greater than those held by the board. 

Chartered’s articles of incorporation provide that no board action is effective unless approved by 

DCHSI. Nevertheless, the Rehabilitator’s liquidating actions all have been set into motion, and 

are now approved, without DCHSI even being consulted. The Rehabilitator thus also is usurping 

DCHSI’s corporate authority. 

The Rehabilitator’s claim of exigency is disingenuous. The Rehabilitator himself has 

caused much of the perceived exigency by not allowing Chartered to bid on the DHCF Contract; 

by failing to work with DHCF to seek an extension of the bidding process if necessary to allow 

Chartered time to pursue a buyer and to bid; and by then pursuing a sale transaction that was so 

one-sided in favor of the buyer (and against Chartered’s interests ) that it prevents Chartered 

from considering any better offers and gives the buyer the option to walk away if it does not win 

the contract that the Rehabilitator so magnanimously gave up on Chartered’s behalf. The 

Rehabilitator’s having casting his lot with one bidder, to the exclusion of all others and at the risk 

of leaving Chartered with nothing if AmeriHealth does not win the DHCF Contract, underscores 

the irrationality of his course of action. Further, the process for awarding the new Medicaid 

contracts was, under D.C. procurement law, subject to an automatic stay as a result of DCHSI’s 

bid protest from December 17, 2012 until February 27, 2013, when the bid protest was denied on 
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procedural grounds. The Rehabilitator represented in Court that the stay in fact was not honored, 

but that only shows further abuse of process and the need for relief. 

DCHSI seeks a further injunction of the contracting process to permit a fair and open 

process untainted by collusion between the Rehabilitator and a bidder. This Court should 

exercise its power to require Petitioner District of Columbia to reopen the bidding process for the 

DHCF Contract and to extend all deadlines for a reasonable period sufficient to allow Chartered 

to submit a bid on its own behalf or, in the alternative, to permit all current bidders at the “best 

and final offer stage” to bid to acquire Chartered. This Court has jurisdiction to set an 

appropriate bidding schedule. Moreover, as a practical matter, it is common for the District to 

extend contracts and contract schedules generally, and it has extended the subject contract and 

bid dates repeatedly without any interruption in service. 

The Court should stay its March 1 order so that it may give the Rehabilitator’s Petition 

the careful scrutiny it requires, rather than expedited approval without consideration of the 

irreparable harm that will befall DCHSI. A stay would not cause any disruption to the provision 

of services to beneficiaries and would not result in any harm to the parties or to the public. If 

AmeriHealth were to lose the bid on the DHCF contract, it would walk away from the deal 

anyway (the Asset Purchase Agreement is conditioned on AmeriHealth winning the contract). If 

AmeriHealth were to win the DHCF Contract, it would have continued to rely substantially on 

the processes Chartered set up, including its provider agreements and its employees. No 

disruption in the provision of services would result from allowing Chartered to continue 

providing services as Chartered rather than as an arm of AmeriHealth for the relatively short 

time that it would take to allow for an expedited appeal or writ review of the issues. 

Procedural History. DCHSI diligently has sought information from the Rehabilitator in 

the hopes of reaching a fair and equitable result. DCHSI has been requesting information from 

the Rehabilitator since Chartered was placed in rehabilitation and on at least eight separate 

occasions since then. See Ex. 1 (Affidavit of Stephen Glover), ¶ 3. It was not until the day that 

responses to the DHCF Contract were due that DCHSI learned that the Rehabilitator had caused 
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Chartered not to bid on the contract and, instead, had entered into a Letter of Intent with 

AmeriHealth. See  id. ¶4. The Rehabilitator filed his First Status Report in this proceeding on 

January 11, 2013. DCHSI’s counsel entered a notice of appearance in this proceeding the next 

business day, in advance of the first status hearing in this proceeding. DCHSI’s counsel 

requested documents from the District immediately following the court conference on Thursday, 

January 15. DCHSI then worked with the District to enter into a confidentiality agreement so that 

documents could be provided, and agreement was reached on February 21. On February 22, the 

same day that the District provided documents to DCHSI, the Rehabilitator filed the Special 

Deputy to the Rehabilitator’s Second Status Report (“Second Status Report”), revealing that it 

already had entered into an Asset Purchase Agreement with AmeriHealth on terms highly 

unfavorable to Chartered, and requesting expedited approval of the Agreement. DCHSI 

immediately requested time to file a brief and for a status conference. Petitioner opposed the 

Request but asked that, if DCHSI did file a brief, it do so by March 6. On March 1, however, 

even before the date on which the District would have had DCHSI file its brief, the Court 

approved the Asset Purchase Agreement, without a factual record and without affording DCHSI 

the opportunity to submit briefing opposing the Rehabilitator’s plan on the merits. 

To ensure that Chartered’s rehabilitation is conducted within the terms of the 

Rehabilitation order, the law governing rehabilitations, and Chartered’s articles of incorporation, 

and to remedy the ongoing and irreparable harm to DCHSI, this Court should stay its March 1 

Order and grant DCHSI’s requested injunctive relief.
3
 

                                                 
3
 This Court denied the District’s motion to strike DCHSI’s motion for a status conference and 

briefing schedule because DCHSI, as a creditor and as Chartered’s sole shareholder, is a party in 

interest having a right to be heard. In any event, DCHSI meets the standards for formal 

intervention. Mandatory intervention is appropriate because DCHSI’s legally-protectable 

ownership interests in Chartered are at risk due to the Rehabilitator’s conduct; no other party can 

represent DCHSI’s interests; and the motion is timely. See D.C. Super. Ct. R. Civ. P. 24(a)(2). 

Permissive intervention is appropriate because DCHSI’s claims arise from the Rehabilitator’s 

actions. See id. 24(b)(2). 



 

 -8-  

 

I. FACTS 

A. Chartered, an HMO dependent on a DHCF Contract, is taken over by 

Petitioner for rehabilitation 

Chartered is a District of Columbia HMO that since 1987 has been an incumbent to the 

DHCF Contract, which is Chartered’s only business and source of income. See Emergency 

Consent Petition for an Expedited Order of Rehabilitation (“Rehabilitation Petition”) at ¶¶ 2-3 

(Oct. 19, 2012); the First Status Report at 3, ¶ 4A. DCHSI is the sole shareholder of Chartered, 

and Chartered is DCHSI’s sole source of revenue. See Ex. 2 (Affidavit of Richard Evans),  ¶¶ 2-

3. Chartered leases its business space, located at 1025 15th Street, N.W., Washington, DC, from 

DCHSI. Chartered is a party in interest in this proceeding. See Rehabilitation Petition at ¶ 4.  

Chartered’s governance is controlled by its Restated Articles of Incorporation, 

Article VIII of which provides that “[n]o action of the Board of Directors shall take effect unless 

it has been approved by the unanimous vote of the outstanding shares entitled to vote.” Ex. 3 

(Chartered’s Restated Articles of Incorporation). Thus, no action by Chartered’s board is 

effective unless approved by DCHSI. 

DCHSI bought Chartered with the District of Columbia government’s approval in 

May 2000, after Chartered’s prior owner filed for bankruptcy. Rehabilitation Petition at ¶ 3. 

Throughout the bankruptcy and sale process, Chartered’s provision of healthcare services under 

the DHCF Contract continued undisturbed. Id. 

The DHCF Contract is DHCF’s largest contract, serving over 100,000 members a month. 

See Ex. 4 (Testimony of Wayne Turnage before the D.C. Council Comm. on Health and Comm. 

on Public Services and Consumer Affairs), at 2. Chartered has developed “a significant provider 

network incorporating primary, urgent and emergency care health services,” giving “both 

Medicaid and Alliance beneficiaries ... access to the full range of health care services they may 

need to address their medical needs.” Id. 

By 2011, DHCF and DISB increased their financial oversight of Chartered due to 

concerns over the adequacy of Chartered’s risk-based capital reserves. As reflected in 
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Chartered’s audited financial statements, Chartered had the following total stockholder’s equity 

in the years from 2004 to 2011 (the 2011 financial report, finalized under the Rehabilitator’s 

supervision, changed the terminology from “stockholder’s equity” to “total capital and surplus”): 

2004: $11,843,556 

2005: $15,945,518 

2006: $20,717,538 

2007: $21,312,995 

2008: $21,059,187 

2009: $13,656,951 

2010: $17,444,611 

2011: $5,949,445 

See Ex. 5 (Chartered’s Financial Statements Relating to 2004-2010); First Status Report Ex. 3, at 

5. 

The decrease in 2011, an obvious aberration, is hardly surprising, given that — as the 

Rehabilitator has concluded — the District owes Chartered over $60 million, plus interest, for 

retrospective rate adjustments due under the DHCF Contract.
4
 Based on DCHSI’s reading of 

Chartered’s financial statement as of September 30, 2012, which counted only $32 million of the 

now $60 million claim and showed approximately $9 million in surplus capital, Chartered’s 

current capital and surplus, or stockholder’s equity, now is over $37 million when the full claim 

is taken into account. See Second Status Report at 2, Ex. 1. This is substantially above 

Chartered’s historical capitalization in years when its DHCF Contract was continually renewed. 

In the spring of 2012, the DISB Commissioner and the DHCF Director began to apply 

substantial political pressure on Chartered and DCHSI. First, they insisted that DCHSI’s sole 

shareholder, Jeffrey Thompson, step down as chairman of Chartered’s board of directors. 

                                                 
4
 See Ex. 16 (Ltr. from Mercer to DHCF, June 22, 2010), at 1 (developing capitation rates for 

July 1, 2010–April 30, 2011 and noting that “[t]he projections are [] based on the member 

months for the current DCHFP population and do not consider the additional enrolment related 

to the coverage expansion up to 133% of the federal poverty level (FPL)”); Ex. 17 (Mercer’s 

DCHFP Data Book for Rates Effective May 1, 2012) at 3 (noting that “childless adults were 

added to the DCHFP program effective July 2010 for individuals up to 133% the federal poverty 

level” and those with “incomes between 134% and 200%  of the FPL [] were enrolled in the 

MCOs effective December 2010). 
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Second, they insisted that DCHSI agree to sell Chartered. Bowing to that pressure, 

Mr. Thompson agreed to and did step down as chairman of Chartered’s board and DCHSI agreed 

to pursue the sale of Chartered.  

DISB retained, at Chartered’s expense, Daniel Watkins, who became the Special Deputy 

to the Rehabilitator, and Faegre Baker Daniels, the law firm that now represents him. DISB did 

this over Chartered’s objections based on Mr. Watkins’ conflict of interest and those of his 

chosen law firm: The Deputy Rehabilitator’s brother, Robert Watkins, served as Chartered’s 

Chief Operating Officer from December 2007 to September 2011 and, in that role, was actively 

involved on Chartered’s behalf in rate-setting, contract negotiations, and pharmacy management. 

As a result, the Deputy Rehabilitator is directly involved in reviewing the practices and decisions 

of his own brother. See Ex. 11 (Under Request for Proposals No. DHCF-2013-R-0003, Protest of 

D.C. Healthcare Systems, Inc. (CAB No. P-0930) (Dep’t of Health Care Finance Dec. 17, 2012) 

(“Bid Protest”), at 2. Furthermore, the Deputy Rehabilitator’s chosen counsel, Faegre Baker 

Daniels, serves as counsel and advisor to entities owned by or directly affiliated with 

AmeriHealth Mercy, see id. at 3, 10 (citing June 9, 2012 E-mail from T. Glassic to A. Bolden; 

sources available at 

http://online.wsj.com/article/SB10001424052970203914304576627071487867628.html; 

http://www.ibx.com/companyJnfo/news/press_releases/2011/08_09_IBC_and_BCBS_oCMichig

an.html; www.in.govlilrc/files/2012_employer.pdf), and United Health Care. 

In early October 2012, the DISB Commissioner and the DHCF Director approached 

Chartered’s board to obtain its consent to submit Chartered to rehabilitation. The regulators “met 

with Chartered’s board and laid out what [they] proposed to do and how it would benefit 

everyone if the company did not contest [their] petition for receivership,” including the effort to 

sell Chartered to one of several entities interested in continuing Chartered’s business. See Ex. 10 

(Testimony of William P. White before the D.C. Council Comm. on Health and Comm. on 

Public Services and Consumer Affairs), at 4. Chartered’s board consented. That consent would 

have been ineffective under Chartered’s articles of incorporation without DCHSI’s consent. The 
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regulators represented to DCHSI that the Rehabilitator would provide information to and consult 

and cooperate with DCHSI. See Ex. 1, ¶¶ 5-6.  DCHSI consented — that is, both Chartered and 

DCHSI consented to a rehabilitation, not to a liquidation. 

In the context of discussing Chartered’s potential sale, the Rehabilitator recognized that 

“Chartered required a new Medicaid contract with the District to be a viable acquisition 

candidate.” First Status Report at 3, ¶ 4A. Shortly after this proceeding started, the Rehabilitator 

testified that “a sale and change of ownership, if feasible, is the best and safest outcome for 

everyone,” pointedly stating: 

I do believe that Chartered is a far more attractive prospect in rehabilitation as it 

now has a far better chance to get its all-important city Medicaid contract 

renewed. 

Ex. 10, at 4 (emphasis added). This indication that Chartered would seek the award of the new 

DHCF Contract is consistent with the Rehabilitation Order (at 2), which gives the Rehabilitator 

the “[a]uthority to accept new or renewal business or extension of Chartered’s contracts.” The 

Rehabilitator expressed that it was important for him to “conduct an orderly, fair and open 

process of evaluating the many well capitalized companies and people who appear to see value 

in Chartered as an ongoing concern.” Ex. 10, at 5. 

The current DHCF Contract was scheduled to expire on April 30, 2013 and the bidding 

process on the new five-year DHCF Contract (the “Medicaid RFP”) was to begin in early 

November 2012, with initial bids due in early December 2012. It is routine in District contracting 

to extend such deadlines generally, and such extensions have occurred repeatedly with the DHCF 

Contract in particular. Knowing, as he testified, that there were “many well capitalized 

companies” with an interest in purchasing Chartered outright and given the importance of the 

services that Chartered was providing to over 100,000 District residents, the Rehabilitator could 

have taken a number of steps to delay the bidding schedule so that he could “conduct an orderly, 

fair and open process” to evaluate those companies. For example, there is no apparent reason 

why the Rehabilitator could not have asked the Director of DHCF, another District agency, 
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simply to extend the bid date for the new contract, particularly since they worked hand in hand to 

have Mr. Thompson resign, to have DCHSI agree to sell, and to bring about the consensual 

rehabilitation. That failing, Chartered could have submitted the response to the Medicaid RFP 

that it had been preparing for some time, see Ex. 11, at 10; see also Ex. 6 (Form Letter from J. 

Sheehy)(“Chartered RFP”), at 2 and Ex. 10, at 4, by the early December deadline and could have 

continued to identify and negotiate with prospective bidders from a position of strength. If the 

Rehabilitator felt that he needed more time to respond to the RFP, he could have asked DHCF 

for an extension or sought relief from this Court if necessary. Instead, he accepted the schedule 

and conducted a two-day bidding process after which he determined to liquidate Chartered. 

B. Rather than rehabilitate Chartered, the Rehabilitator begins to liquidate it 

In October 2012, the Court entered the Rehabilitation Order and appointed DISB 

Commissioner White as the Rehabilitator. See Rehabilitation Order at 1. The Rehabilitation 

Order vests the Rehabilitator with “all appropriate and necessary powers provided under the 

Insurers Rehabilitation and Liquidation Procedures Act, D.C. Code § 31-1301 et seq. (the 

“Rehabilitation Act”),” and specifically gives the Rehabilitator, among other things, “all powers 

of the directors, officers and managers of Chartered”; control of Chartered’s assets and the power 

to “administer them under the general supervision of the Court”; the “[a]uthority to take such 

action as deemed necessary or appropriate to reform and revitalize Chartered”; and the 

“[a]uthority to accept new or renewal business or extension of Chartered’s contracts.” 

Rehabilitation Order at 2 (emphases added). The Court also ordered that “the Rehabilitator 

submit a plan of rehabilitation of Chartered for Court approval, if one is feasible,” and if he 

determines it is not, to “submit a report to the Court which states the basis for such 

determination.” Id. at 3. 

The Rehabilitator appointed Daniel Watkins as Special Deputy to the Rehabilitator, with 

all the powers of the Rehabilitator. See Order Appointing Daniel L. Watkins Special Deputy to 

the Rehabilitator, Nov. 2, 2012. The Rehabilitator appointed Faegre Baker Daniels as its counsel. 
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See First Status Report at 1, ¶ 2. Although the Rehabilitation Act requires that the “compensation 

of the special deputy [and] counsel ... shall be fixed by the Commissioner, with the approval of 

the court,” D.C. Code § 31-1312(a) (emphasis added), the record does not reflect that the 

Rehabilitator obtained Court approval for the compensation of the Deputy Rehabilitator or his 

counsel, despite the conflicts issues described herein. 

Neither the Rehabilitation Act nor the Rehabilitation Order negates Chartered’s 

governing corporate documents. To the contrary, the Rehabilitation Act recognizes the 

importance of an insurer’s governing documents, providing that an insurer’s disregard for its 

own governing documents is a ground for ordering the insurer into rehabilitation. See D.C. Code 

§ 31-1310(9) (insurer’s willful violation of its articles of incorporation or bylaws constitutes 

grounds for a rehabilitation order). Accordingly, although the Rehabilitator has the board’s 

powers, any exercise of those powers is ineffective unless and until approved by DCHSI. 

In November 2012, the Rehabilitator’s retained investment banker solicited interested 

parties “to respond to a preliminary request for information in connection with ... a potential 

acquisition and recapitalization of [Chartered].” See Ex. 6, at 1 . The Chartered RFP directed that 

all responses were due by 5 p.m. Eastern Standard Time on November 14, 2012, just two 

business days after the letter was sent, and it further stated that “a limited number” of responders 

then would be selected to continue in the process and submit a binding letter of intent by 

December 1, 2012. Id. at 2. 

The Chartered RFP required bidders to submit “a detailed response” providing a variety 

of information, including: (1) indicating the bidder’s ability to fund an estimated $30 million in 

capitalization with the expectation that “any Transaction will be effected via the sale of 100% of 

the issued share capital of [Chartered]”; (2) “clearly outlin[ing] your proposed sources of 

financing,” including a “summary financing plan” and “the names and contact information of 

proposed third-party funding sources or partners and the steps and timing required to secure the 

necessary funds”; and (3) because Chartered “has received the [Medicaid RFP],” executing “a 

binding letter of intent prior to [Chartered] submitting a response to the RFP” and indicating all 
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due diligence required “prior to executing a binding letter of intent” on December 1. Id. at 2 (also 

requiring bidders to agree to Chartered’s response to the Medicaid RFP). 

On February 22, 2013, DCHSI saw for the first time a non-binding letter agreement dated 

November 30, 2012, reflecting that Chartered agreed to provide its “resources, assets, and know-

how in support of” AmeriHealth’s own RFP bid in exchange for $5 million, to be paid if 

AmeriHealth “or one of its affiliates is chosen as a Service Provider under the [Medicaid] RFP 

and commences operations thereunder.” See Ex. 7 (Chartered/AmeriHealth Letter Agreement) 

(Nov. 30, 2012). The sole condition of AmeriHealth’s obligation to pay $5 million is 

AmeriHealth winning the Medicaid RFP; subject to that condition, the money is to be paid on the 

sooner of the closing of the Agreement or within five days after AmeriHealth begins performing 

the DHCF Contract. See id. 

Just after responses to the Medicaid RFP were due, the Rehabilitator revealed that — 

without first submitting to this Court either a plan of rehabilitation or the basis for a 

determination that rehabilitation was futile — he had caused Chartered not to respond to the 

Medicaid RFP but, instead, had entered into a letter of intent for a transaction with AmeriHealth, 

and that AmeriHealth had responded to the Medicaid RFP. See Ex. 8 (Receiver’s Status Report 

on Chartered) (Dec. 3, 2012).
5
 In fact, as DCHSI later learned, by the week of November 26, 

2012, the Rehabilitator had decided to enter into a non-binding letter of intent with AmeriHealth 

and to work with AmeriHealth “to complete a response to the DHCF RFP in [AmeriHealth’s] 

name (utilizing key Chartered personnel and experience in the response) and to negotiate a 

definitive agreement with [AmeriHealth].” First Status Report at 5, ¶ 6. 

The Rehabilitator selected AmeriHealth even though, contrary to the requirements of the 

Chartered RFP, it did not submit a binding letter of intent, did not agree to recapitalize 

Chartered, and did not approve a response by Chartered to the Medicaid RFP. Moreover, 

                                                 
5
 The initial status report that appeared on the DISB website and is attached hereto incorrectly 

dated the report December 3, 2002.  The date has since been updated on the DISB website in a 

new version of the status report (which does not differ in substance). 
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AmeriHealth avoided altogether the stated requirement of providing in excess of $30 million in 

financing to Chartered. There is no indication that other bidders were extended the same 

opportunity to bid on terms contrary to those announced in the Chartered RFP. 

Thus, less than six weeks after this rehabilitation proceeding was commenced, the 

Rehabilitator had abandoned any effort to continue Chartered’s business and had taken steps to 

sell off its parts — setting into motion an unauthorized liquidation plan — without the approval 

of DCHSI and without the required advance approval of this Court. 

C. DCHSI’s unsuccessfully protests the DHCF bidding process 

In December 2012, DCHSI filed a bid protest before the District of Columbia Contract 

Appeals Board (“CAB”) challenging the DHCF bidding process regarding RFP DHCF-2013-R-

0003, renewal of a five-year contract to provide healthcare services to the District’s Medicaid-

eligible population enrolled in the District of Columbia Healthy Families Program and to its D.C. 

Health Care Alliance members beginning May 1, 2013. See Ex. 11. Chartered, an incumbent 

under the current contract, had failed to submit a bid by the December 3, 2012 proposal deadline 

as DCHSI was led to believe that Chartered would when it consented to place Chartered under 

rehabilitation in October 2012. See Ex. 1, ¶4. 

DCHSI’s bid protest explained that the RFP should be canceled and resolicited because 

conflicts of interest existed regarding the Deputy Rehabilitator and his outside counsel; and the 

RFP was tainted by an illegal restraint of trade and collusive bidding. See Ex. 11, at 11, 13. The 

conflict issues included the fact that the Deputy Rehabilitator’s brother, Robert Watkins, served 

as Chartered’s Chief Operating Officer from December 2007 through September 2011 and, while 

in that position, was actively involved in rate-setting, contract negotiations, and pharmacy 

management; which necessarily meant that the Deputy Rehabilitator, in analyzing and examining 

Chartered, reviewed practices engaged in and decisions made by his brother. Id. at 12. In 

addition, Faegre Baker Daniels, a consultant retained by DISB to examine and analyze Chartered 

(and, the law firm ultimately hired to serve as the Rehabilitator’s counsel) represented or advised 
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direct competitors of Chartered, or their corporate parents or affiliates, that had expressed 

interest in acquiring Chartered and could gain an advantage if Chartered no longer could service 

the D.C. market. Id. These conflicts of interest violated both the D.C. Code and the D.C. Rules of 

Professional Conduct, and may have improperly influenced the Deputy Rehabilitator and 

Faegre’s decision to “no bid” the contract on Chartered’s behalf. Id. By allowing the same 

individuals who controlled or advised three potential bidders (Chartered, United Healthcare, and 

AmeriHealth) on the District Medicaid contract to cause one of the three (Chartered) to “no bid,” 

the District allowed collusive bidding. Id at 13-14. 

The District moved to dismiss the bid protest, arguing that the issues were under the 

exclusive jurisdiction of the Superior Court, not the CAB. See Ex. 12 (D.C.’s Mot. to Dismiss for 

Lack of Subject Matter Jurisdiction and Standing in Resp. to Protest of D.C. Healthcare Systems, 

Inc. (“Motion to Dismiss”) at 1, Protest of D.C. Healthcare Systems, Inc. (Jan. 10, 2013) (CAB 

No. P-0930)). The District also claimed that DCHSI lacked standing to protest because DCHSI 

was not an “aggrieved party” or an actual or prospective bidder or offeror. Id. at 12. DCHSI 

responded by demonstrating its “aggrieved party” status (i.e., due to the improper behavior of the 

District’s agents or officials, DCHSI was denied the opportunity to compete under the RFP.) See 

Ex. 13 (Opp. of Protestor D.C. Healthcare Systems, Inc. to the D.C.’s Mot. to Dismiss (“Opp. to 

Motion to Dismiss”) at 11-13, Protest of D.C. Healthcare Systems, Inc. (Jan. 25, 2013) (CAB 

No. P-0930)). DCHSI also is a prospective bidder or offeror under the District contract because 

an agency may properly attribute the experience or past performance of an affiliated company 

(here, Chartered) to an offeror where the firm’s proposal demonstrates that resources of the 

affiliate will affect the performance of the offeror. Id. at 14. DCHSI also had the capacity to 

submit a stand-alone proposal based on its experience in the managed healthcare business and 

the fact that it had independent resources it could have organized and marshaled to submit its 

own bid under the RFP, and would have done so had it known Chartered would not be allowed 

to bid. Id. at 14-15. DCHSI’s allegations concerning collusive bidding, anti-competitive 
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behavior, and conflicts of interest all are alleged violations of the District’s procurement laws 

and regulations. 

On February 27, 2013, the CAB dismissed DCHSI’s bid protest, finding that it lacked 

subject matter jurisdiction and that DCHSI lacked standing. See Ex. 14 (Order Dismissing 

Protest, Protest of D.C. Healthcare Systems, Inc. (Feb. 27, 2013) (CAB No. P-0930)). 

While DCHSI reserves its right to appeal the CAB decision, it notes that this Court has 

the power — either through an appeal or through injunctive relief in this proceeding — to 

provide a remedy to DCHSI, as an aggrieved party, by extending the current contract and re-

opening the bidding process on the DHCF Contract. 

D. The Rehabilitator’s First Status Report to the Court 

In January 2013 the Rehabilitator filed his First Status Report, which claimed that one of 

his “overarching goals” has been to “preserve any residual value for Chartered’s shareholder.” 

See First Status Report at 2, ¶2; see also id. at 3, ¶4A (acknowledging “Chartered required a new 

Medicaid contract with the District to be a viable acquisition candidate”). He also attempted to 

justify his previous actions in preventing Chartered from bidding on the renewal of the DHCF 

Contract; assigning Chartered employees to help AmeriHealth prepare its own bid for the DHCF 

Contract; and, contrary to the requirements for bidders set forth in the Chartered RFP, accepting 

AmeriHealth’s non-binding letter of intent to buy Chartered’s assets when other bidders were 

required to submit binding letters of intent to capitalize Chartered. 

The Rehabilitator argued that DHCF was unwilling to award the DHCF contract to 

Chartered unless Chartered had a new owner and was out of rehabilitation by mid-January 2013, 

which conditions he believed could not be satisfied. See id. at 3, ¶ 4B. The DHCF Director thus 

not only was involved in pressuring Chartered to consent to rehabilitation, he then purported to 

impose new bid “requirements” that are not found in the Medicaid RFP that would disqualify 
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Chartered.
6
 No authority supports these requirements. And the DHCF Director ignored that the 

rehabilitation was intended to cure Chartered’s alleged undercapitalization, which primarily is 

caused by DHCF’s $60 million debt to Chartered and could be corrected swiftly if DHCF simply 

would pay Chartered what it owes. 

The First Status Report also addressed Chartered’s recently-completed audited financial 

statement as of December 31, 2011. See First Status Report at 3. As described above, the audit 

report reflects Chartered’s reported reduction in capital and surplus, but also notes that Chartered 

met or exceeded the minimum net worth requirement as of December 31, 2011. See id. at Ex. 3, 

at 14, Note 7. 

E. The Rehabilitator’s Second Status Report and Petition for Order Approving 

the Asset Purchase Agreement 

On February 22, 2013 the Rehabilitator filed both a Second Status Report and a Petition 

seeking approval for the AmeriHealth acquisition of Chartered. 

The Second Status Report discusses Chartered’s financial results as of September 30, 

2012, and shows that Chartered’s stockholder’s equity, which the Rehabilitator calls capital and 

surplus, was $9 million, up 50% from $5.9 million at year-end 2011. See Second Status Report at 

2, ¶ 1(a). The Rehabilitator also explains that he determined that the District in fact owes 

Chartered $60 million, plus interest, rather than the $32 million booked as of September 30, 

2012.  The Rehabilitator has not explained his basis for booking only $32 million of the $60 

million.
7
  The claim arises from unpaid retrospective rate adjustments primarily due under the 

DHCF Contract because in mid-2010 DHCF unilaterally transferred certain high-risk populations 

to Chartered’s rolls with no rate adjustment. This resulted in a dramatic increase in Chartered’s 

                                                 
6
 The voluminous RFP can be found on CAB’s website available at 

http://app.cab.dc.gov/WorkSite/Docket_Case_Number.asp by entering case number P-0930 and 

selecting “AR Exhibit 1, Solicitation No. Doc70947-DHCF-2013-R-0003,” filed Jan. 10, 2013. 
7
 Nor has the Rehabilitator explained why the 2011 Audited Financial Statements reflect a 

“$10,000,000 allowance,” which would appear to contemplate a dramatic reduction of the claim 

resulting in a discount to the D.C. government.  
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benefit costs, which the District is obligated to pay under the DHCF Contract but to date has not 

paid. See Second Status Report at 3, ¶ 1(d). 

If the Rehabilitator is correct, then Chartered’s current stockholders’ equity based on the 

$60 million claim (without regard to interest) would increase by $28 million from the 

$32 million accounted for in September, and thus from $9 million to over $37 million. This is 

substantially in excess of Chartered’s stockholder’s equity at any prior year, when its DHCF 

Contract was continually renewed. 

If, as it appears, Chartered has shareholder equity of $37 million (indeed, even if 

Chartered were to recover substantially less than the amount the Rehabilitator concedes is due), 

Chartered’s capitalization is at least equal to what it has been throughout its continuous renewals 

of the DHCF Contract. 

The Rehabilitator also entered into an asset purchase agreement with an AmeriHealth 

affiliate. Chartered represents in the proposed Agreement that it “has all necessary and corporate 

power and authority to enter into this Agreement” and that the delivery, performance and 

consummation of the agreement by Chartered” have been duly authorized by all requisite 

corporate action.” See Agreement §4.02. But this is false, because the Rehabilitator never 

obtained DCHSI’s consent, as required by Chartered’s Restated Articles of Incorporation. This 

representation is, however, consistent with the Rehabilitator’s refusal to provide DCHSI with any 

meaningful information regarding the terms of this proposed transaction before filing the Second 

Status Report with the Court, despite DCHSI’s willingness to enter into a non-disclosure 

agreement. See Ex. 1 ¶¶ 3, 7. As the Rehabilitator stated in an affidavit in the Bid Protest, he 

believes he “was under no obligation under D.C. law or the Rehabilitation Order to consult with 

or inform [DCHSI] … prior to taking action.” See Ex. 9 (Affidavit of Daniel L. Watkins) at 1, ¶ 

3, filed in support of D.C’s Mot. for Leave to File Reply to Protester’s Opp. to Motion to 

Dismiss, CAB No. P-0930. 

The Proposed Agreement would consummate the Rehabilitator’s decimation of Chartered 

and, in turn, DCHSI. See Evans Aff. ¶ 4. In effect, the Proposed Agreement contemplates the 
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transfer of substantial Chartered assets to AmeriHealth for the sum of $5 million.
8
 These assets 

include not only the DHCF Contract and provider contracts (subject to opt-out), but also 

Chartered’s telephone numbers and trade name, certain intellectual property rights, all furniture, 

equipment, supplies, machinery, tools, vehicles and office equipment, enroller records, claims 

data, price lists, supplies and sales records, financial and accounting records and more. See 

Agreement § 2.01. 

The Proposed Agreement is subject to numerous closing conditions, including that 

AmeriHealth be awarded the next DHCF contract. Id. § 7.02(i); see Questions and Answers 

About the Status and Petition to Approve the Sale of Certain Assets of DC Chartered Health Plan 

Inc. to Amerihealth (Feb. 22, 2013), available at http://disb.dc.gov/node/433812; Ex. 16 

(Statement by Special Deputy Rehabilitator Daniel L. Watkins). Thus, if the Rehabilitator’s 

gamble is not successful — and despite collusion, AmeriHealth fails to win the contract — 

Chartered not only will have lost its own chance to win the DHCF contract and its only 

opportunity to continue as a going concern, but also will be left without its would-be buyer and 

without any real value to attract another buyer. See First Status Report at 3, ¶ 4A (“Chartered 

required a new Medicaid contract with the District to be a viable acquisition candidate”).
9
 

                                                 
8
 The Proposed Agreement’s stated purchase price is $5 million, all of which is subject to an 

indemnification provision. See Proposed Agreement §§ 2.05, 8.02. Beyond that, it is unclear 

whether the $5 million to be paid under the Proposed Agreement is new consideration, or the 

same $5 million to be paid under the November 30, 2012 letter agreement. See § I.B., above. If 

the latter, then if AmeriHealth wins the Medicaid RFP and the Proposed Agreement closes, 

AmeriHealth would receive Chartered’s assets for no additional payment. Even if there is a total 

payment of $10 million, Chartered still is left as a shell, and there is no basis on which to 

determine fair value. 
9
 The Proposed Agreement also is subject to the conditions that (1) the broad Representations 

and Warranties of Chartered are true in all material respects and all Covenants of Chartered are 

complied with in all material respects; (2) AmeriHealth obtain an HMO license that it finds 

acceptable in its sole discretion; (3) Chartered make arrangements paying pre-closing provider 

claims that AmeriHealth in its sole discretion finds to be appropriate; and (4) AmeriHealth enter 

into employment contracts with ten named officers and employees of Chartered that 

AmeriHealth in its sole discretion finds acceptable. See Agreement §§7.02 (b), (c), (j), (o), (p). 
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The Rehabilitator admits, perhaps unwittingly, that he is liquidating Chartered, when he 

states that his next step would be to “wind down Chartered’s remaining operations,” marshal the 

remaining assets, and apply those assets to the outstanding liabilities. See Second Status Report 

at 8. See also Ex. 15, at 1 (also noting that, if the AmeriHealth transaction does not close, the 

Rehabilitator “would continue to marshal Chartered’s assets, resolve Chartered’s liabilities and 

wind down Chartered’s affairs after the expiration of its current Medicaid contract”). This seems 

to be precisely what D.C. Council member David Catania, who formerly chaired the Council’s 

Health Committee, wanted when he stated less than a week after this proceeding was filed: “It’s 

finished, as far as I’m concerned. There just is simply no way it [Chartered] resurrects itself from 

receivership.” See Tom Howell Jr., Chartered Health Plan’s finances draw scrutiny, Washington 

Times, Oct. 25, 2012, available at http://m.washingtontimes.com/news/2012/oct/25/chartered-

health-plans-finances-draw-scrutiny/?page=all; see also Mike Debonis, Health Plan Takeover in 

DC Eases Concerns but Doesn’t Erase Them, Washington Post, Oct. 22, 2012, available at 

http://www.washingtonpost.com/local/dc-politics/health-plan-takeover-in-dc-eases-concerns-but-

doesnt-erase-them/2012/10/22/333d15c4-1c8d-11e2-9cd5-b55c38388962_story.html (“This 

receivership is the epitaph for Chartered.”). 

The Rehabilitator also claims that his plan is “fair and equitable for all parties concerned” 

and that it is the “best way to [] preserve residual value, if any, for Chartered’s sole shareholder.”  

See Second Status Report at 10. The Court in its March 1 Order agreed that the plan is fair and 

equitable but did so without having permitted DCHSI to file any substantive opposition. 

However, the notion that the plan is fair and equitable is belied by the terms of the deal with 

AmeriHealth. The transaction would leave Chartered with no ability to conduct business, with no 

ability to satisfy its obligations to DCHSI under its lease, with liabilities to providers, and 

perhaps whatever furniture or supplies AmeriHealth, in its sole discretion, may decide to leave 

behind. See Agreement §7.02. DCHSI would be left owning a shell company that holds 

liabilities, a lease with no ability to collect rent from Chartered, and the right to attempt to collect 

amounts owed by the District after the relevant records have been transferred to AmeriHealth 
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and after the contract also is transferred, such that DHCF will have even less incentive to pay 

Chartered the amounts owed. 

The Rehabilitator claims that the Agreement was “negotiated in good faith and at arm’s 

length by professionals and advisors who vigorously advocated the interests of their respective 

clients,” but neglects to mention that potential conflict issues have not been resolved and that no 

one represented the interests of DCHSI as Chartered’s sole shareholder and a creditor. Id. at 4. 

II. ARGUMENT 

The Court should reconsider its March 1 Order now that it has facts and substantive 

argument. Alternatively, the Court should stay its March 1 Order to allow DCHSI to seek 

appellate review (by appeal or writ) of that order because the Rehabilitator exceeded his powers 

by taking steps toward liquidation before securing this Court’s approval; the proposed deal is not 

fair or equitable to the concerned parties but, rather, violates DCHSI’s rights as sole shareholder 

of Chartered and decimates Chartered’s ability to continue its business and sells off key assets 

without ensuring fair value is obtained; and DCHSI is threatened with irreparable harm if the 

sale is consummated. 

Issuance of stay or injunctive relief turns on the balancing of four factors (1) likelihood of 

success on the merits; (2) irreparable injury without a stay (the most significant factor); (3) lack 

of harm to the other side from a stay; and (4) public interest factors favoring a stay. Akassy v. 

William Penn Apartments, Ltd. P’ship, 891 A.2d 291, 309 (D.C. 2006); Dist. of Columbia v. E. 

Trans-Waste of Maryland, Inc., 758 A.2d 1, 14 (D.C. 2000). 

A. There is a substantial likelihood that DCHSI will prevail on the merits 

DCHSI seeks to enjoin two related, but distinct, improper actions by the Rehabilitator: 

(1) his steps to liquidate Chartered without exhausting all reasonable rehabilitation efforts, 

including re-opening the bidding on the Chartered RFP and submitting a response to the DHCF 

RFP, and (2) his violation of DCHSI’s rights under the Restated Articles of Incorporation. The 

merits of both claims are framed by the Rehabilitation Act, D.C. Code § 31-1301 et seq., which 
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adopted the National Association of Insurance Commissioners (“NAIC”) Insurer Receivership 

Model Act (the “NAIC Model Act,” available at http://www.naic.org/store/free/MDL-555.pdf). 

1. DCHSI will prevail in showing that the Rehabilitator improperly has 

taken steps to liquidate Chartered 

All aspects of a rehabilitation proceeding are subject to court supervision. The 

Rehabilitation Act (like the Rehabilitation Order) vests title to Chartered’s assets in the 

Rehabilitator, but he is constrained to “administer [the assets] under the general supervision of 

the court.” D.C. Code § 31-1311(a). Significantly, the Rehabilitation Act requires that “[i]f the 

rehabilitator determines” that any “transformation of the insurer is appropriate,” he must 

“prepare a plan to effect the changes” and apply to the court “for approval of the plan.” Id. § 31-

1312(e). Then, “after any notice and hearings the court may prescribe, the court may either 

approve or disapprove the plan proposed, or may modify it and approve it as modified,” as 

necessary for the court to find the plan “fair and equitable to all parties concerned.” Id. Before a 

rehabilitator may take steps to liquidate an insurer, he first must obtain an order of liquidation 

upon a showing that “further attempts to rehabilitate [the] insurer would substantially increase 

the risk of loss to creditors, policyholders, or the public, or would be futile.” Id. § 31-1314(a). 

Here, the Rehabilitator’s mandate is to rehabilitate and revitalize Chartered if possible. 

See Rehabilitation Order at 2; see D.C. Code § 31-1312(c). The Rehabilitator, however, has 

ignored his mandate and exceeded the limits of his authority. 

The Rehabilitator effected a “transformation” of Chartered before obtaining Court 

approval and without demonstrating that it would be fair and equitable by (1) causing Chartered 

not to bid on, and thus not to engage in, its only business, and (2) entering into an agreement to 

sell Chartered’s assets. The Rehabilitation Act could not be clearer that “[i]f the rehabilitator 

determines” that any “transformation of the insurer is appropriate,” he must “prepare a plan to 

effect the changes” and apply to the court “for approval of the plan.” Id. § 31-1312(e). The law 

contemplates that the plan will not be carried out until after it is approved. See id. (“If the plan is 

approved, the rehabilitator shall carry out the plan.”). At a minimum, the Rehabilitator must 
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receive Court approval before effecting a transformation. Here, as the Second Status Report 

makes clear, the Rehabilitator took it on himself to make and implement transformative decisions 

amounting to an unauthorized liquidation beginning with his November 2012 agreement with 

AmeriHealth and his failure to have Chartered bid on the DHCF Contract. 

Even if there had been no practical alternative, as the Rehabilitator claims, he had no 

authority to take these actions before he received Court approval. But the Rehabilitator did have 

other options he could and should have exhausted before engaging in a fire sale. Indeed, the 

Rehabilitator represented to the D.C. Council on October 25, 2012, that there were “many well 

capitalized, experienced companies and people who appear to see value in Chartered as a going 

concern.” See Ex. 10, at 5. To allow time for that interest from buyers to play out, the 

Rehabilitator could have asked his counterpart from DHCF, with whom he had worked hand-in-

hand for six months leading to obtaining Chartered’s and DCHSI’s consents to rehabilitation, to 

defer the bidding process. Cooperation failing, had he properly caused Chartered to respond to 

the Medicaid RFP, he could have filed a bid protest and obtained an automatic stay of the 

process, or he could have asked this Court to intervene in aid of its own jurisdiction over this 

proceeding. See, e.g., Dist. of Columbia v. Group Ins. Admin., 633 A.2d 2, 15 (D.C. 1993). 

In either event, there is no reason why he could not have had Chartered file its own 

response to the Medicaid RFP and at the same time pursued negotiations with AmeriHealth and 

other interested parties from a position of strength — as a company that not only had tremendous 

goodwill in the community and experienced and capable employees, but also had the prospect, 

with a good purchaser, of once again securing the DHCF Contract. See Debonis, supra (quoting 

Sharon Baskerville, Executive Director of D.C. Primary Care Association, a non-profit health 

action and advocacy organization, stating that notwithstanding the concerns about 

Mr. Thompson, “People in the community … don’t know or care who Jeff Thompson is; they 

just know that when they go to get their health care, it’s there.”). 

Instead, the Rehabilitator conducted a two-day bidding process, at the end of which he 

took a company that arguably does not even have a capital deficit and abandoned its entire 
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business by not bidding on the DHCF Contract. He then put Chartered’s resources and expertise 

to work for competitor AmeriHealth, and agreed to sell off Chartered’s assets. The Rehabilitator 

has not offered evidence sufficient to support his conclusion that the deal struck with 

AmeriHealth was the best option or that the assets would be sold for fair value.  DCHSI 

understands that the Rehabilitator is under tremendous political pressure, as reflected in Council 

member Catania’s statement when the rehabilitation was filed that Chartered is “finished,” and 

there “just is simply no way [Chartered] resurrects itself.” See Howell Jr., supra. The 

Rehabilitator’s duty and obligation is to honor the requirements of the Rehabilitation Order and 

the Rehabilitation Act, and to work to reform and revitalize Chartered, not to bow to political 

pressure. 

A recent decision from Pennsylvania, which like the District of Columbia has adopted the 

NAIC Model Act, demonstrates that a rehabilitator’s legal duty is to exhaust all reasonable 

possibilities of rehabilitation before seeking permission to pursue liquidation, and that the 

Rehabilitator’s actions here fall well short of what is required. See Consedine v. Penn Treaty 

Network Am. Ins. Co., 2012 WL 6721078, *68 (Pa. Commw. Ct. May 3, 2012). 

In Consedine, the court denied the rehabilitator’s motion to convert a consented-to 

rehabilitation into a liquidation proceeding. The rehabilitator had submitted a preliminary 

rehabilitation plan that called for an effort to obtain from certain states actuarially-justified 

premium rate increases that were necessary to fund anticipated future claims. See id., 2012 WL 

6721078, at *18. Absent such rate increases, the insurers would be able to satisfy their 

obligations to insureds for some time, but would be unable to fund all anticipated future claims, 

rendering them technically insolvent. See id. at *3-4. The rehabilitator committed to submit a 

formal rehabilitation plan, but two days before it was due he filed motions to liquidate the two 

insurers. Id. at *4-*5. The court permitted the insurers’ shareholder to take discovery and contest 

the liquidation petition. Id. at *5. 

After trial, the court ruled in favor of the shareholders, finding that the rehabilitator had 

failed to meet his burden under the Pennsylvania statute (which is materially identical to the 
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Rehabilitation Act) to prove “‘that continued rehabilitation would “substantially increase the risk 

of loss to creditors, [policyholders], or the public, or would be futile.”’” Id. at *63 (quoting 

Koken v. Legion Ins. Co., 831 A.2d 1196, 1230 (Pa. Commw. Ct. 2003) (quoting 40 PA. STAT. 

ANN. § 221.18(a) (West))); see also D.C. Code § 31-1314(a). This standard sets a high barrier 

between rehabilitation and liquidation, because liquidation “is a remedy of last resort” and the 

rehabilitator may not petition for liquidation unless he has reasonable cause to believe that one of 

the two elements of the liquidation standard is satisfied. See Consedine, 2012 WL 6721078, at 

*63 (quoting Koken, 831 A.2d at 1230). 

The court held that the rehabilitator failed to satisfy the liquidation standard for reasons 

that apply here: The rehabilitator had “not undertaken a meaningful effort to rehabilitate the 

Companies and, to the contrary, ha[d] acted to frustrate rehabilitation” and had “abandoned 

[rehabilitation] in its nascency.” 2012 WL 6721078 at *4, *8. The rehabilitator had terminated 

his efforts to obtain rate increases just four months into the proceeding “without the knowledge 

or approval of the Court.” Id. at *20. The rehabilitator also had refused to appeal adverse 

“decisions of state regulators to disapprove actuarially justified premium rate increase filings.” 

Id.
10

 The rehabilitator concluded that rehabilitation was futile without finally developing a 

rehabilitation plan, instead “look[ing] for reasons to be excused from that duty.” Id. at *81. The 

rehabilitator failed to give due regard to the fact that “[d]uring a rehabilitation, the impaired 

insurer operates under the protection and direction of the Court” and focused on the wrong facts 

by having his decisions turn on the insurers’ capitalization levels, despite the fact that satisfying 

the insurer’s obligations to policyholders, “not surplus, is paramount.” Id. The court ordered that 

                                                 
10

 No deference is owed to a rehabilitator’s decision when, as here, the court “‘must apply 

specific statutory standards to the evidence presented.’” 2012 WL 6721078 at *63 (quoting 

Koken, 831 A.2d at 1232); see also Atl. Seaboard Corp. v. Fed. Power Comm'n, 131 U.S. App. 

D.C. 291, 297, 404 F.2d 1268, 1274 (D.C. Cir. 1968) (courts defer to agency’s decisions only 

“insofar as they are supported by substantial evidence and are not inconsistent with the statute”); 

Robinson v. Bradshaw, 92 U.S. App. D.C. 216, 220, 206 F.2d 435, 439 (D.C. Cir. 1953) 

(although deference is the norm, “nevertheless, when convinced that the evidence, with the 

statute, requires a different result we must not refuse a remedy”). 
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the rehabilitator “shall develop a plan of rehabilitation of the Companies, in consultation with the 

[shareholder].” Id. at *83. 

So too here, the Rehabilitator terminated efforts to rehabilitate before informing or 

seeking the approval of the Court, and began to liquidate without ever making a meaningful 

effort to rehabilitate. The Rehabilitator impeded rehabilitation by blocking Chartered from 

bidding on the new DHCF Contract and collusively devoting Chartered’s resources to supporting 

competitor AmeriHealth’s bid based only on a non-binding letter of intent. The Rehabilitator 

then entered into the Agreement with AmeriHealth conditioned on AmeriHealth winning the 

contract, giving AmeriHealth what amounts to a free option on Chartered’s key assets. If 

AmeriHealth does not prevail, Chartered is left with no buyer, no contract, no business, no 

income stream, and no hopes of finding a new buyer. And, if AmeriHealth wins the contract and 

the sale goes through, Chartered would lose not only its business, but also its desks, chairs or 

office supplies, phone numbers, and even its name. 

The Rehabilitator’s duty was to devote his full attention to preparing a robust bid on the 

Medicaid RFP for Chartered while negotiating with AmeriHealth and others; if necessary, to 

seek an extension of the deadlines for the Medicaid RFP from his fellow regulators at DHCF or 

from the CAB or this Court, see Consedine, 2012 WL 6721078, at *20 (rehabilitator should have 

appealed adverse decisions denying rate increases); and to extend the Chartered RFP deadlines to 

permit a fair, reasonable, and competitive bidding process. Indeed, the Rehabilitator should have 

challenged the Medicaid RFP outright, given inherent flaws that were raised in the Bid Protest.
11

 

The DISB and DHCF regulators here, as in Consedine, have focused on the alleged inadequacy 

of Chartered’s surplus, when it is the service of the Medicaid population that “is paramount” — 

and it is uncontested that Chartered continues to serve its enrollees and pay its providers. See id. 

at *81. Moreover, all these facts must be considered in view of the fact that Chartered’s reported 

                                                 
11

 For example, there was an amendment on November 29, 2012, requiring bids two business 

days later (December 3), including a special clause applying a prevailing wage and fringe benefit 

law even though that law is not applicable to Medicaid contracts. See Ex. 14, at 5-6 n.3. 
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risk-based capital shortfall arises almost entirely from DHCF’s underpayments and can be 

corrected by DHCF taking appropriate action to pay its debt to Chartered. 

In short, the Rehabilitator had no authority unilaterally to abandon rehabilitation in its 

nascency and to begin to liquidate without exhausting good-faith efforts to rehabilitate 

Chartered. Even then, the Rehabilitator lacked authority to take any steps to transform or 

liquidate Chartered without first affording this Court a meaningful opportunity to assess the 

Rehabilitator’s written plan on adequate notice to interested parties such as DCHSI. See D.C. 

Code § 31-1312(e). Instead, the Rehabilitator improperly treated liquidation as a first resort and 

began to implement a liquidation plan on his own. 

The Rehabilitator’s sale process and the Proposed Agreement also violate principles of 

corporate law and are contrary to the Rehabilitator’s duty to reform and revitalize an insurer in 

rehabilitation, if possible. See, D.C. Code § 31-1312. And that is what DCHSI consented to. See 

Emergency Consent Petition for An Expedited Order of Rehabilitation Pursuant to D.C. Official 

Code §§ 31-1310, 31-1311, 31-1312 and 31-3420(a) On or Before October 23, 2012 (“Consent 

Petition”) at 3, ¶ 6.  When the Rehabilitator exercises the powers of directors, which he is given 

under D.C. Code § 31-1312, he should exercise them in a manner consistent with the duties of 

directors of the insurer which, under established corporate law, include an obligation to act in the 

best interests of the Company. See, e.g., Aronson v. Lewis, 473 A.2d 805, 812 (Del. 1984). 

Under Delaware corporate law
12

, directors effecting a sale or transformation under 

circumstances comparable to those presented here have fiduciary obligations to terminate a deal 

and accept a new proposal that offers better terms for stockholders. See, e.g., Omnicare, Inc. v. 

NCS Healthcare, Inc., 818 A.2d 914, 939 (Del. 2003). In addition, when a company is to be sold, 

the directors’ primary objective must be to secure the transaction offering the best value 

reasonably available for the stockholders — and they must exercise their fiduciary duties to 

                                                 
12

 Delaware corporate law is commonly followed and relied on by the D.C. Court of Appeals on 

issues such as directors’ fiduciary duties. See, e.g., Daley v. Alpha Kappa Alpha Sorority, Inc., 

26 A.3d 723 (D.C. 2011); Behradrezaee v. Dashtara, 910 A.2d 349 (D.C. 2006). 
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further that end. See, Revlon, Inc. v. MacAndrews & Forbes Holdings, 506 A.2d 173, 182, 66 

A.L.R. 4th 157, 166 (Del. 1986). The Rehabilitator exercised the powers of Chartered’s board of 

directors in negotiating the Proposed Agreement, though he failed to obtain the consent of 

Chartered’s sole shareholder as required for such board actions by the Articles of Incorporation. 

The Rehabilitator’s failure to negotiate a “fiduciary out” provision and his failure to seek better 

offers were not in the best interests of the company and, if taken by a director, would violate the 

director’s fiduciary duties in this context. Although the Rehabilitator also must meet his statutory 

duties to policyholders and the public, there is nothing inherent in his obligation to act in the best 

interests of the company that would have presented a conflict. To the contrary, had the 

Rehabilitator acted in the best interests of the company and in accordance with the duties owed 

to the company by a director in this context, it would have maximized the value of the 

transaction, thereby assuring maximum benefiting creditors and teh shareholder, without any 

harm to the public. 

Based on the undisputed facts regarding the proposed Agreement, DCHSI is likely to 

prevail in establishing, as a matter of law, that the Rehabilitator has acted improperly in its sale 

of Chartered. 

2. The Rehabilitator has violated DCHSI’s rights to information and to 

approve or reject board-level decisions 

Under the Rehabilitation Act, an order of rehabilitation does not nullify the rights of 

shareholders. To the contrary, the Rehabilitation Act recognizes that shareholders have 

protectable rights. See, e.g., D.C. Code § 31-1304 (court may prevent any action that might 

lessen the value of the insurer’s assets or prejudice shareholder rights); id. § 31-1305(c) (owners 

obligated to cooperate in rehabilitation, but that “shall not be construed to abridge otherwise 

existing legal rights”); id. § 31-1316(b) (“the rights of [the insurer’s] shareholders” are fixed 

when liquidation order entered) (emphasis added). 

Although the Rehabilitator has authority over Chartered, he does not have the power to 

amend or abrogate Chartered’s governing corporate documents. When another rehabilitator, 
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purportedly exercising the authority of the board of directors to amend the bylaws of two 

insurers in rehabilitation, gave herself the power to consent to liquidation, the court found that 

the rehabilitator exceeded her authority. See Koken, 831 A.2d at 1226-27. Although a 

rehabilitator assumes the board’s “‘full power to direct and manage’ and to ‘deal with the 

property and business of the insurer,’” the rehabilitator must direct those powers “but to one end; 

to achieve a successful rehabilitation.” Id. at 1227 (quoting Pennsylvania statute).
13

 

The Rehabilitator has ignored Chartered’s governing documents altogether under the 

erroneous assumption that DCHSI no longer has rights. But the Rehabilitation Act recognizes 

that DCHSI retains its rights under Chartered’s articles of incorporation. The Rehabilitator’s 

actions taken on behalf of the board — such as his decisions to abandon Chartered’s business, 

commit Chartered’s resources to preparing a competitor’s bid, sell Chartered’s assets, and reduce 

Chartered’s claim for reimbursement from DHCF — all required approval by DCHSI. Chartered 

and DCHSI consented to a rehabilitation, not to liquidation. Because it is undisputed that the 

Rehabilitator has done all this without DCHSI’s approval, DCHSI has established a probability 

of success of the merits. 

3. Actions taken by Petitioner DISB in concert with DHCF have 

impermissibly interfered with a fair process for bidding on the DHCF 

Contract 

As DCHSI explained argued in its bid protest, the RFP for the DHCF Contract should be 

canceled and re-solicited because conflicts of interest exist (regarding the Deputy Rehabilitator 

and his outside counsel) and the RFP was tainted by an illegal restraint of trade and collusive 

bidding. The District took the position, and the Contract Appeals Board found, that the issues 

raised by DCHSI could not be addressed by the CAB and, therefore, are under this Court’s 

jurisdiction, as well as that DCHSI lacked standing. DCHSI intends to appeal that decision, and 

this Court also will have jurisdiction over the appeal; DCHSI will request that the actions be 

consolidated. 

                                                 
13

 The Koken court nevertheless ordered liquidation because, unlike here and in Consedine, the 

insurers were unable to satisfy their obligations to policyholders. See Koken, 831 A.2d. at 1245. 
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Any party “aggrieved” by a decision of a District of Columbia agency may initiate an 

action for equitable relief in Superior Court. Capitol Hill Restoration Soc., Inc. v. Moore, 410 

A.2d 184, 188 (D.C. 1979);  Group Ins. Admin., 633 A.2d at 14. Agency decisions falling under 

Superior Court jurisdiction include CAB bid protest decisions. Jones & Artis Const. Co. v. Dist. 

of Columbia Contract Appeals Bd., 549 A.2d 315, 318 (D.C. 1988). The Superior Court has 

authority to issue the relief requested by DHCSI including enjoining and reopening the bidding 

process. See Group Ins. Admin., 633 A.2d at 19 (recognizing the Superior Court’s authority to 

enjoin the award of a contract, thereby requiring the government to repeat the bidding process, 

where the original bid process was allegedly tainted); see also MORI Associates, Inc. v. United 

States, 102 Fed. Cl. 503 (Fed. Cl. 2011) (court enjoined a federal agency from suspending a bid 

solicitation process and enjoined the award of a contract where the bid process was allegedly 

tainted).
14

 

DCHSI is an aggrieved party with standing to challenge the bid process. “‘In order to 

seek review of an administrative agency's decision, (1) the petitioner must allege that the 

challenged action has caused him injury in fact; (2) the interest sought to be protected by the 

petitioner must be arguably within the zone of interests to be protected or regulated by the statute 

or constitutional guarantee in question; and (3) there must be no clear legislative intent to 

withhold judicial review either from the class of persons or in the type of case involved.’” Group 

Ins. Admin., 633 A.2d at 17 (quoting Lee v. Dist. of Columbia Bd. of Appeals & Review, 423 

A.2d 210, 216 (D.C. 1980)). DCHSI meets the standing requirements to challenge the bid 

process. Since the DHCF Contract is Chartered’s sole source of income and Chartered is 

DCHSI’s sole holding, the challenged bid process has undoubtedly injured DCHSI. 

                                                 
14

 “With few exceptions, District contracting practice parallels federal government contract law.” 

Dano Res. Recovery, Inc. v. Dist. of Columbia, 620 A.2d 1346, 1351 (D.C. 1993) (“Thus, as in 

the past, we avail ourselves here of decisions of the former United States Court of Claims and 

present United States Claims Court and United States Court of Appeals for the Federal Circuit, 

as well as the federal boards of contract appeals, all of which have particular expertise in this 

area.”). 
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In addition, the District of Columbia Procurement Act is meant “to ensure the fair and 

equitable treatment of all persons who deal with the procurement system of the District 

government.” D.C. Code §2-351.01(b)(4). DCHSI’s allegations that the bid process was tainted 

by conflicts of interest, collusion, and illegal restraint of trade fall within the zone of interests to 

be protected by the statute.  633 A.2d at 19. Finally, there does not seem to be any “clear 

legislative intent” to withhold judicial review of the bid process from a party who is the owner of 

a potential contract bidders, and a potential bidder in its own right, that is negatively affected by 

a CAB decision. Accordingly, DHCSI has standing to bring the instant claim in Superior Court.
15

 

With respect to the bidding process, DCHSI requests that the Court enter an Order 

requiring Petitioner District of Columbia to reopen the bidding process for the DHCF contract 

and to extend all deadlines for a reasonable period sufficient to allow Chartered to submit a bid 

on its own behalf. In the alternative, DCHSI requests that the Court permit all bidders on the 

DHCF Contract at the “best and final offer stage” to bid to acquire Chartered. These options 

could produce better results with little disruption and are the type of options the Rehabilitator 

should have evaluated and preserved. 

B. DCHSI will suffer irreparable harm if the Rehabilitator is allowed to 

proceed unchecked 

If the Rehabilitator is allowed to continue on his current course and his destructive 

actions are allowed to stand, the very existence of Chartered’s business — and therefore the very 

existence of DCHSI’s business — will be threatened and DCHSI’s rights as shareholder and 

creditor will continue to be violated. See Ex. 2, ¶ 4. 

Irreparable harm is established on a showing of an “‘economic loss [that] threatens the 

very existence of the movant’s business.’” E. Trans-Waste, 758 A.2d at 15 (quoting Group Ins. 

                                                 
15

 DCHSI is also an “aggrieved person” under the Contract Appeals Board standard. See D.C. 

Mun. Regs. tit. 27, § 100.2(a) (2006) (defining an “aggrieved person” as an actual or prospective 

bidder or offeror whose direct economic interest would be affected by the award of a contract or 

by the failure to award a contract, or who is aggrieved in connection with the solicitation of a 

contract). 
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Admin., 633 A.2d at 23 (quoting Wisconsin Gas Co. v. FERC, 244 U.S. App. D.C. 349, 354, 758 

F.2d 669, 674 (D.C. Cir. 1985))). 

Irreparable harm also may be premised on the infringement of shareholders’ rights. See 

Walker v. Johnson, 17 App. D.C. 144, 168 (D.C. Cir. 1900) (the deprivation of shareholders 

voting rights constitutes “an injury for which there is no relief at law — certainly none that is... 

adequate”); Telecom-SNI Investors, L.L.C. v. Sorrento Networks, Inc., CIV.A. 19038-NC, 2001 

WL 1117505 (Del. Ch. Sept. 7, 2001) (““Courts have consistently found that corporate 

management subjects shareholders to irreparable harm by denying them the right to vote their 

shares...”” (quoting Int’l Banknote Co., Inc. v. Muller, 713 F. Supp. 612, 623 (S.D.N.Y. 1989)); 

Treco, Inc. v. Land of Lincoln Sav. & Loan, 572 F. Supp. 1447, 1450 (N.D. Ill. 1983) (plaintiff 

shareholders would suffer “irreparable harm” absent an injunction requiring a vote to allow 

cumulative voting at the company’s annual meeting, because, without the injunction, “plaintiffs 

would be unnecessarily frustrated in their attempt to obtain representation on [the] Board of 

Directors”); cf. In re Antioch Univ., 418 A.2d 105, 110 (D.C. 1980) (finding irreparable harm 

and granting a preliminary injunction where a university on the brink of bankruptcy was denied 

the right to manage and marshal the assets of its law school and noting that “[e]ach day that the 

University was denied this right, the right was irretrievably lost”). 

The DHCF Contract is Chartered’s raison d’être and sole source of revenue. Chartered, in 

turn, is the raison d’être of DCHSI’s business. See Ex. 1, ¶ 3. The Rehabilitator’s refusal to 

permit Chartered to bid on the DHCF Contract necessarily means the contract would be awarded 

to entities other than Chartered, threatening Chartered’s very existence and, by extension, 

DCHSI. It would be truly remarkable if, during a rehabilitation proceeding, the government – 

DISB in conjunction with DHCF – could gut Chartered’s business by preventing it from bidding 

on the DHCF Contract and then sell Chartered’s parts without even consulting its owner. 

The terms of the proposed AmeriHealth deal demonstrate not only that it is not “fair and 

equitable to all parties concerned” as required by the Rehabilitation Statute, see DC Code § 31-

1312(e), but also that it would result in irreparable harm to Chartered’s shareholder and creditor, 
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DCHSI. If the Rehabilitator were permitted to enter into the Agreement on behalf of Chartered, 

Chartered would be decimated without adequate compensation. 

The closing conditions included in the Asset Purchase Agreement give AmeriHealth the 

ability to walk away from the deal for various reasons, including if AmeriHealth is not awarded 

the new DHCF Contract. But if AmeriHealth abandons the deal, it will leave Chartered with no 

business and no practical ability to attract a new buyer. 

Even if the deal does go through, the terms unreasonably favor AmeriHealth, to 

Chartered’s detriment. The Rehabilitator has proffered no information to show the value of the 

transferred assets. At a minimum, he should be required to present, and the parties should be able 

to test, a fair and independent valuation of Chartered as it was before the Rehabilitator eliminated 

Chartered’s business. There can be no question, in view of the assets being sold to AmeriHealth, 

that Chartered would be left with no ability to conduct any business or generate revenues in the 

future.
16

 

To avoid the irreparable harm facing DCHSI, this Court should enjoin the Rehabilitator’s 

sub rosa liquidation plan; require the Rehabilitator to reopen the bidding for a sale of Chartered 

on notice to all potentially interested parties and with the same Court-approved rules applied to 

all bidders; and require Chartered, in consultation with DCHSI, to submit a response to the 

Medicaid RFP if it is reopened. 

That the Rehabilitator is improperly engaged in a liquidation is all the more improper 

given that he failed to supply this Court with any factual record: The Rehabilitator never 

supplied this Court with testimony, affidavits or evidence to justify a liquidation. Nor have any 

opposing parties been given the opportunity (until now) to oppose the Rehabilitator’s actions and 

supply opposing evidence. 

                                                 
16

 It is not surprising that the proposed Agreement so heavily favors the buyer, since 

AmeriHealth had all the leverage once the Rehabilitator decided to forgo Chartered’s bid on the 

new DHCF Contract and permitted AmeriHealth to rely on Chartered’s experience and expertise 

in formulating its own bid. 
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C. Preventing the Rehabilitator from essentially liquidating Chartered and 

requiring him to recognize DCHSI’s rights will not harm the parties or the 

public 

Requiring the Rehabilitator to exhaust all reasonable efforts to rehabilitate Chartered and 

to recognize the rights of Chartered’s shareholder would not harm any party, since these are 

requirements of the Rehabilitation Act and Chartered’s governing documents. Requiring the 

Rehabilitator to act within his mandate also serves the public interest. 

Requiring that the bidding on both the DHCF Contract and the sale of Chartered be 

reopened would also serve the interests of the public and not result in any harm to the parties or 

the public. As the Rehabilitator and the DHCF Director have acknowledged, Chartered has 

developed a significant provider network, provided ongoing full-service healthcare to needy 

District residents and met its obligations to pay providers since 1987. See Ex. 10, at 2; Ex. 4, at 

2. Indeed, even if Chartered’s reserves are too few, it is uncontested that Chartered meets or 

exceeds the District’s statutory minimum net worth requirement as of December 31, 2011, and 

that the Rehabilitator has asserted a $60 million underpayment claim against the District. See 

First Status Report Ex. 3 at 14, Note 7; Second Status Report at 3. Thus, the interests of the 

public, policyholders and creditors would best be served by permitting Chartered to bid on the 

DHCF Contract, and the Court should order that the bidding on the DHCF Contract be re-

opened. 

In any event, this Court should require that the Chartered RFP be reopened and 

conducted with a reasonable timeframe, so that Chartered in fact has a legitimate chance to 

realize fair value and can compete to continue bringing its more than 25 years of developed 

expertise to bear for the benefit of the District’s neediest residents. Other insurers may see 

greater value in Chartered’s assets — a current bidder on the DHCF Contract that purchases 

Chartered could rely on the acquisition to improve its position and pay more than AmeriHealth is 

offering. Re-opening the Chartered RFP would foster competition and afford Chartered the 

chance to survive and prosper, which is the purpose of the Rehabilitation Act. There is no 
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conceivable harm to the government in allowing a longstanding service provider to continue to 

perform under the contract as it successfully has for over 25 years. 

In contrast to the lack of harm to the parties and the public, DCHSI would face 

irreparable harm if its request for a preliminary injunction is not granted. DCHSI therefore is 

entitled to a stay and injunctive relief. See Eastern Trans-Waste, 758 A.2d at 14. 

III. CONCLUSION 

DCHSI respectfully requests that the Court enter an order (1) staying its March 1 Order 

(Approving the Asset Purchase Agreement, Plan of Reorganization and Related Matters) pending 

appellate review and (2) preliminarily enjoining the Rehabilitator from liquidating Chartered or 

otherwise exceeding the limits of his authority under the Rehabilitation Act and Rehabilitation 

Order; (3) vacating or rendering void all of the Rehabilitator’s liquidating actions, including any 

and all purported agreements with AmeriHealth; (4) requiring Petitioner District of Columbia to 

reopen the bidding process for the DHCF Contract and to extend all deadlines for a reasonable 

period sufficient to allow Chartered to submit a bid on its own behalf or, in the alternative, to 

permit all current bidders at the “best and final offer stage” to bid to acquire Chartered; and  

 

    [continued on next page]
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(5) requiring the Rehabilitator to comply with Chartered’s Restated Articles of Incorporation by 

obtaining DCHSI’s advance approval of any decision that would change the nature or operation 

of Chartered’s business or have a material affect on DCHSI’s interest in Chartered. 

Dated: March 6, 2013   Respectfully submitted, 

_____________/s/_________________ 

David Killalea (DC Bar 418724) 

John Ray (DC Bar 214353) 

Manatt, Phelps & Phillips, LLP 
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Tel. (202) 585-6500 

Fax. (202) 585-6600 

 

Counsel for DCHSI 
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ORDER GRANTING PARTY-IN-INTEREST D.C. HEALTHCARE SYSTEM, INC.’S 

MOTION FOR (1) A STAY PENDING APPEAL OF THE ORDER APPROVING THE 

ASSET PURCHASE AGREEMENT, PLAN OF REORGANIZATION AND RELATED 

MATTERS; AND (2) INJUNCTIVE RELIEF 

 

 Before this Court is Party-in-Interest D.C. Healthcare Systems, Inc.’s (“DCHSI”) Motion 

for (1) a Stay Pending Appeal of the Order Approving the Asset Purchase Agreement, Plan of 

Reorganization and Related Matters; and (2)  Injunctive Relief (“Motion”).  The Court having 

considered the arguments of the parties hereby orders that:  

1. The Court’s March 1, 2013 Order Approving Asset Purchase Agreement, Plan of 

Rehabilitation and Related Matters is stayed pending appellate review; 

2. The Rehabilitator is preliminarily enjoined from liquidating Chartered or otherwise 

exceeding the limits of his authority under the Insurers Rehabilitation and Liquidation 

Procedures Act, D.C. Code § 31-1301 et seq. (the “Rehabilitation Act”) and the 

October 19, 2012 Order of this Court placing Chartered into rehabilitation; 

3. All of the Rehabilitator’s liquidating actions are vacated and rendered void, including 

any and all purported agreements with AmeriHealth; 



 

 2 

4. Petitioner District of Columbia is required to reopen the bidding process for the 

Department of Healthcare Finance (“DHCF”) Medicaid contract (Solicitation No. 

Doc70947/DHCF-2013-R-0003 (MCO)) (“DHCF Contract”) and to extend all 

deadlines for a reasonable period sufficient to allow Chartered to submit a bid on its 

own behalf or, in the alternative, to permit all current bidders at the “best and final 

offer stage” to bid to acquire Chartered; and  

5. The Rehabilitator is required to comply with Article VIII of Chartered’s Restated 

Articles of Incorporation by obtaining DCHSI’s advance approval of any decision that 

would change the nature or operation of Chartered’s business or have a material affect 

on DCHSI’s interest in Chartered. 

 

SO ORDERED. 

 

________________________________ 

Judge Melvin R. Wright 

 

Entered on: __________________ 

 

Copies to be Served: 

 

E. Louise R. Phillips 

Assistant Attorney General 

441 Fourth Street, N.W., 650N 

Washington, DC 20001 

louise.phillips@dc.gov 

 

William P. White, Commissioner 

c/o Thomas M. Glassic, General Counsel 

DISB, Office of the General Counsel 

810 First St., NE, Suite 701 

Washington, DC 20002 

Thomas.glassic@dc.gov 
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Charles T. Richardson, Esquire 

Faegre Baker Daniels LLP 

1050 K Street NW 

Suite 400 

Washington, DC 20001 

crichardson@faegrebd.com 

 

Daniel Watkins, Esquire 

Special Deputy to the Rehabilitator 

1050 K Street NW 

Suite 400 

Washington, DC 20001 

danwatkins@sunflower.com 

 

Stephen I. Glover, Esquire 

Gibson, Dunn & Crutcher 

1050 Connecticut Avenue, NW 

Washington, DC 20036 

siglover@gibsondunn.com 

 

 



SUPERIOR COURT OF THE DISTRICT OF COLUMBIA 

CIVIL DIVISION 

DISTRICT OF COLUMBIA, 
Department of Insurance, Securities and 
Banking, 

Petitioner, 	 Civil Action No. 2012-8227 
Judge Melvin R. Wright 

v. 

D.C. CHARTERED HEALTH PLAN, INC., 

Respondent. 

STATE OF NEW YORK ) 
SS:. 

COUNTY OF NEW YORK ) 

AFFIDAVIT OF LORIE E. LUPKIN IN SUPPORT OF PARTY-IN-INTEREST D.C.  
HEALTHCARE SYSTEM, INC.'S MOTION FOR (1) A STAY PENDING APPEAL OF 

THE ORDER APPROVING THE ASSET PURCHASE AGREEMENT, PLAN OF 
REORGANIZATION AND RELATED MATTERS; AND (2) INJUNCTIVE RELIEF 

LORIE E. LUPKIN declares under penalty of perjury that: 

1. I am an attorney with Manatt, Phelps & Phillips, LLP, attorneys for D.C. Healthcare 

Systems, Inc. ("DCHSI"). I submit this affidavit in support of DCHSI's Motion for (1) a 

Stay Pending Appeal of the Order Approving the Asset Purchase Agreement, Plan of 

Reorganization and Related Matters; and, (2) Injunctive Relief. 

2. Annexed as Exhibit 1 is a true and correct copy of the Affidavit of Stephen I. Glover, 

dated March 15, 2013. 

3. Annexed as Exhibit 2 is a true and correct copy of the Affidavit of Richard Evans, dated 

February 27, 2013. 

4. Annexed as Exhibit 3 is a true and correct copy of the Restated Articles of Incorporation 

with Amendments of D.C. Chartered Health Plan, Inc. 



5. Annexed as Exhibit 4 is a true and correct copy of the Testimony of Wayne Turnage, 

Director, Department of Health Care Finance, before the Council of the District of 

Columbia Committee on Health and Committee on Public Services and Consumer 

Affairs, dated October 25, 2012, obtained from the Contract Appeals Board's website, 

available at http://app.cab.dc.gov/WorkSite/Docket_Case_Number.asp.  

6. Annexed as Exhibit 5 is a true and correct copy of D.C. Chartered Health Plan, Inc.'s 

Financial Statements with Independent Auditors' Report Thereon Relating to 2004-2010. 

7. Annexed as Exhibit 6 is a true and correct copy of a Form Letter from James M. Sheehy, 

Keefe, Bruyette & Woods, dated November 9, 2012. 

8. Annexed as Exhibit 7 is a true and correct copy of a Letter Agreement, dated November 

30, 2012, entered into among D.C. Chartered Health Plan, Inc. and AmeriHealth Mercy 

Health Plan. 

9. Annexed as Exhibit 8 is a true and correct copy of a document entitled "Receiver's Status 

Report on Chartered Health Plan, Inc." dated Dec. 3, 2012, obtained from the Contract 

Appeals Board's website, available at 

http://app.cab.dc.gov/WorkSite/Docket_Case_Number.asp.  

10. Annexed as Exhibit 9 is a true and correct copy of the Declaration of Daniel L. Watkins, 

filed as Exhibit A to the District of Columbia's Motion for Leave to Reply to Protestor's 

Opposition to the District of Columbia's Motion to Dismiss (CAB No. P-0930), dated 

February 5, 2013. 
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11. Annexed as Exhibit 10 is a true and correct copy of the Testimony of William P. White, 

Commissioner of the Department of Insurance, Securities and Banking, at the Joint 

Oversight Roundtable on the D.C. Chartered Health Plan, Inc. Receivership of the 

Committee on Public Services and Consumer Affairs, Yvette Alexander, Chairperson, 

and the Committee on Health, David Catania, Chairperson, dated Oct. 25, 2012, obtained 

from Contract Appeals Board's website, available at 

http://app.cab.dc.gov/WorkSite/Docket_Case_Number.asp.  

12. Annexed as Exhibit 11 is a true and correct copy of Protest of D.C. Healthcare Systems, 

Inc. Under Request for Proposals No. DHCF-2013-R-0003 (CAB No. P-0930), dated 

Dec. 17, 2012 (without exhibits). 

13. Annexed as Exhibit 12 is a true and correct copy of the District of Columbia's Motion to 

Dismiss for Lack of Subject Matter Jurisdiction and Standing in Response to Protest of 

D.C. Healthcare Systems, Inc. (CAB No. P-0930), dated January 10, 2013 (without 

exhibits). 

14. Annexed as Exhibit 13 is a true and correct copy of the Opposition of Protestor D.C. 

Healthcare Systems, Inc. to the District of Columbia's Motion to Dismiss (CAB No. P-

0930), dated January 25, 2013 (without exhibits). 

15. Annexed as Exhibit 14 is a true and correct copy of the District of Columbia Contract 

Appeals Board Order Dismissing Protest (CAB No. P-0930), dated February 27, 2013. 

16. Annexed as Exhibit 15 is a true and correct copy of a document entitled "Questions and 

Answers about D.C. Chartered Health Plan Inc.", dated Feb. 22, 2013, obtained from 

D.C. Chartered Health Plan, Inc. Rehabilitation's website, available at 

http://disb.dc.gov/node/344592.  
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17. Annexed as Exhibit 16 is a true and correct copy of a Letter dated June 22, 2010 from 

Jonathan C. Marsden, Mercer, to Tanya Ehrmann, District of Columbia Department of 

Health Care Finance, regarding District of Columbia Healthy Families Program Rate 

Development and Actuarial Certification for the Contract Period July 1, 2010 through 

April 30, 2011. We have highlighted select portions of the letter for the convenience of 

the Court. 

18. Annexed as Exhibit 17 is a true and correct copy of a document dated January 6, 2012 

entitled "DCHFP Book for Rates Effective May 1, 2012: District of Columbia 

Department of Health Care Finance." 

Svgrn to before me this 

G  day of  Arc 	, 2013 
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SUPERIOR COURT OF THE DISTRICT OF COLUMBIA 
CIVIL DIVISION 

DISTRICT OF COLUMBIA, 
Department of Insurance, Securities and 
Banking, 

Petitioner, 

V. 

DC CHARTERED HEALTH PLAN, INC., 

Respondent. 

Civil Action No.: 2012-8227 

Judge Melvin R. Wright 

AFFIDAVIT OF RICHARD EVANS 

The undersigned, RICHARD EVANS, having been duly sworn, hereby deposes and 

states as follows: 

1. My name is Richard Evans and the facts set forth below are true based upon my 

personal knowledge. I am a Director of D.C. Healthcare Systems, Inc. ("DCHSI"). 

2. DCHSI is the sole shareholder of D.C. Chartered Health Plan, Inc. ("Chartered"). 

3. Chartered is DCHSI' s sole source of revenue. 

4. Without revenue from Chartered, DCHSI's existence would be threatened. 

I solemnly affirm that the contents of the foregoing are true to the best of my knowledge, 

information and belief. 

--eo 
Date Richard Evans 

 

Sworn to before me thisP-  day of  ri5.7‘3.. 	, 2013 

 

Nota Public 

   

My commission expires:  c;k9- 	•  

JANICE K. BUZARD 
NOTARY PUBLIC 

DIstrict of Columbia 
My Commission Expires 

February 28 :  2013 
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
DEPARTMENT OF CONSUMER AND REGULATORY AFFAIRS

CORPORATIONS DIVISION

***

CERTIFICATE

THIS IS TO CERTIFY that the atrached is a true and
this entity as shown by the records of this office.

D.C. CHARTERED HEALTII PLAN, INC.

correct copy of the documents for

IN TESTIMONY \ryHEREOF I have hereunto set my hand and caused the seal
of this office to be affixed as of g4¡12¡2912

Superintendent of Corporations
Corporations Division

Vincent C, Gray
Mayor

Tracking #: GH0MBWBCAW

Business and Professional Licensing Administration

PATRICIA E. GRAYS
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
, < .L , oEPARTMENT OF CONSUMER AND REGULATORY AFFATRS

BUSINE'sS REGULAT]ON ADMI NISTRATION

THIS ÏS TO CERTIFY

COtUlì'lBI.A, BUS INESS

ACCORDINGLY, rhis
is hereby issued

CERTIFICATE

that. all applicabLe provisions of

CORPORATION ACT have been complied
CERTIFIC.A.TE of Incorporatiorr

to D.C. GßRffiED IIEALTH PLAN ,ÐÍC.

as of Janua4t 20 To 87'
t ¡J

Donald G. l4urray
Acting Director

R. Benjamin Johnson
Admini s trator
Business Regulation Administrat ion

ì¡fari
lvlayo
***¡Irr

on Barry, Jr.
r

SuperJ, ntendent o
Corporations Div
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7 . ART]CLES OF INCORPORATION
of

D.C. CHARTEREÐ TIEALTTI PLAN, INC.

1O: RECORDER OF DEEDS
WÀSHTNGTON. D.C.

Tt¡e undersigned natural persons, of the age of 2L years or

more, do, under and by virtue of the District of Colunbia Corpora-

tion Act authorizing the formation of Corporations, with the

intent,ion of forming a Corporation' hereby adopts the following

å.rticles of Incorporation for such Corporation:

FIRST: TL¡e name of the corporation is D.C. CHARTERED

HEALTH PLAN, ïNC,

SECOND: The period of Íts duraÈÍon is per¡retual.

THIRD¡ The purpose or purposes for which the Corporation

ís organized are: to provide management and administration serv-

ices to providers of health care; to engage in and to do any law-

ful act concerning âny or alL lawfuL business for which corpora-

tions nay be incorporated under the District of Colunbia Oorpora-

Èion Act, including but not limiËed to, the power to engage in

the business of manufacturingr processingr research and develop-

ment and to invest its funds in reaL estate, mortgages. stocks,

bonds anil other types of Ínvestment assets and to own, and to

deal with or dispose of such real and personal property as may be

necessary or appropriate for t.he conduct of its business.

FOURTH: The aggregate nunber of shares which the Corpora-

tion is authorized to issue is one hundred thousand shares of

common stock having a par value of $1.00 per share.

FrFTE: The Corporarion wiII nor commáríce ouêinðsÅf ultir at

t'.
+. i'

20 p8Ï
.-lÊNl

f--??---¡tnttE.
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Ieast One Thousand Dollars ($1,000) has been received by it as

consideration for the issuance of shares.

SfXTH: f{:e address, including street and number of the

inÍtial- registered office of the Corporation is 665 E. StEeet,

S.!{.¡ Washington, D.C.20024. and the name of the initial regis-

tered agent at that address is Lewis W. Marsha1l.

SEVENTH: the foLlowing persons shall- constitute the initial
Board of DirecÈors and sha1l serve as the Directors until the

first annual meeting of the Shareholders or until their successors

are elected and shall qualify:

Na¡ne Address
,terry-E-oolchin suite 7ìñffi234 Market st., phila., pA 19107
l{ark r, sl0tkin suite 2000, L234 Ntar ket st. , phila. , pA 19107
r,ewis w. Marsharr 2758 unicorn Lane, washington, Dc 20015

EIGHTH: ft¡e name and address of each fncorporator is as
f o1lor{s:

Name
Jerry-u, oolchÍn
Àlark I. Slotkin
Lewis ürI, Marshall

Dated: Decernber I

Adilress
suite Tooo, tz34 l4arket st., phila., pA 19107
Suite 2000,1234 Market St., Phila.. PA l-9107
2758 Unicorn Lane, IVashingtonf DC 20015

, r--986

Incorpora



GOVERNMENT OF THE DISTRICT OF COLUMBIA
DEPARTMENT OF CONSUMER AND REGULATORY AFFAIRS

CORPORATIONS DIVISION

9P**

CERTIFICATE

THIS IS TO CERTIFY that the attached is a true and correct copy of the documents for
this entity as shown by the records of this office.

D.C. CHARTERED HEALTH PLAÌ\,INC.

IN TESTIMONY WHEREOF I have hereunto set my hand and caused the seal

of this office to be affixed as of ¡4¡13¡2g12

PATRICIA E. GRAYS
Superintendent of Corporations
Corporations Division

Vincent C. Gray
Mayor

Tracking #: SI3W45GE3B

Business and Professional Licensing Administration
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ÜOVERNMENT OF THE DISTRICT OF COLUMBIA

DEPÀRTMENT OF CONSUMER AND REGULATORY AFFAIRS
r BUSINESS REGULATTON AoMINISTRATIoN

CERTIFICATE

THIS IS T0 CERTIFT that all applicabte provisions or the DrsrRrcr

OF COLU¡{BIA BUSINESS CORPORATION ACT have beeu complíed with and

accordinsly, thís cERrrFrcArE or AIIENDIÏENT is hereby issued ro

D.C. CI{ARTERED IIEATTII P[N, TNC.

as of JNUARY t0th, 1989 ,

Assistant

Donald G. lfurray
Director

Henry C. Lee, fII
Administrator
Business Regulation Adminístration

Marion B,arty. ilr.
llayor
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CERSIFICÀTE OF AÌIENDMENT
rO TEE

.ARTICI,ES OF INCORFORÀTION
OF

D.C. CEARTERED EEALIS PLAN, INC.

The undersigned., for the purpose of amend.ing articles of
Incor?oration pursuant to Sections 29-356 and 29-327 of the District
of Colurrbia Business Corporation Act, do hereby cerËify that:

FIRST: [he name of the corporation is D.C. Chartered

Health PJ-an, Inc. (the rrCorporationrr).

SECOND: Current.A,rticle Fourth is deleted in its entirety
and the foIlov,¡ing sr:bstituted in lieu thereof:

FOURIH: The total nurnber of sbares

of al-J- classes of capital st,ock which

the Corporatíon shall trave the
authorÍty to issue is 35O,OoO shares,

consisting of 300rOOO shares of
conmon stock with a par value of S.fO

per share (the rrCommon Stockrr) and

50r000 shares of preferred. stockwith
a par value of S1.O0 per share

(¡rPreferred Stocktt) . The 300rOOo

shares of Comrnon Stock which t'he

Corporat,ion is authorized to issue

are hereby divided into three classes

0Õ)"i2>-
"l-lLí b

filr /4-/
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as foll-ot¡¡s: 1-OOrO00 shares of Class

A Common Stock, l-00r000 shares of
CJ-ass B Comnon Stocl<, and 1001000

shares of C1ass c coruûon Stock.

Ehe Corporat,ion¡s Board of Directors
shall be comprised of tr¡¡e1ve members,

The hold.ers of the C1ass A Colnmon

Stock shall have the right to elect
six members of the Board. of
Directors, d,esignated as the C1ass

A Directors, and the holders of the

Class B Common Stock shall have the
ríght to elect six members of the

Board. of Directors, designated. as the
Class B Directors. No Later Èhan

July 31, L989, the holders of botl¡

CLass A Common Stock and Class B

Common stock shaIl each select t¡,¡o

of their six members of the Board

Dírectors frorn the subscribers of the

CorporatÍon, based upon the
Corporationrs subscríber board.

membership selection procedure. UnÈíI

the sulrscribers are cTrosen, the Board

of Directors sha1l consj-st of eight,
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members of whfch four

be designated. Class A

four me¡nbers shall be

class B DLrectors.

mer¡bers shall
Dírectors and

designated as

The holders of Class C Coromon Stock

strall have no rÍght to el-ect members

of the Board of Directors. The

trolders of Preferred Stock shall lrave

no right to elect, members of the
Board of Directors. The hold.ers of
the Preferred. Stock shaLl be ent,itl-ed

to receive, wTren and as d.eclared by

the Board of Directors, yearly
d.ividends from the surplus or net

profits of the Corporatíon at a rate
of 5.5 percent per annum. Suctr

dividends shall be payable before any

dividends shall be paid. upon, or set

apart for, the Comnon Stock of Èhe

CorporaËj.on and shaIl be cumulative.

Such divídends shall- be paid during

the first quarter of Corporatl-on t s

199L fiscal- year unless tlrere is an

affirmative vote of no less than

seventy-five percent (75e", of the
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entire Board of
d.ividends should

time.

Directors that suctr

not be paid at that

Except as otherwise provided for
herein, a description of the

respective classes of Common Stock

and a statenent of the d.esignations,

preferences, voÈing po$rers (or no

voting powers), relative,
participating, optional, or otlrer

specÍal, rÍghts and príviJ-eges and tTre

quaLifications, tÍmitations, and.

restrictions of the Comrnon Stock and

Pre.ferred Stock shaLl be established

by resolution of the Corporatíonts

Board of Dfrectors; provided,

trowever, that no share of the
Corporationrs capital stock shall be

convertible into Class A or Class B

Conmon Stock.
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follows:

TIIIRD: A neqr Àrticle Eighth is added to read as

The affirmative vote of no less than

seventy-five percent (752j of the

entire Board of Directors shall be

required. to approve any merger,

consolidation, dissolution, reduction

of stated capital. sale, Iease,

exchange, nortgage. pledge or other

d.isposition of al-l or substantially
all- of the property and assets of the

Corporation, anendnent of tÌ¡e Artícles
of Incofo>oratíon or Byl-aws, issuance

of any securities, clrange in nature

of corporatíonr s business,
establis}rment of resêrx/es or any

contract or other financLal

relat,ionship to rrhich a rnember of
tlre Board of Directors or five percent

(5å) or more stockholder of the

Corporation is a party or in whicfr

a member of the Board of Directors

or five percent (5å) or more

stoclctrolder of the Corporation has

a dÍrect

interest.
or indirect materlal

5
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FOURTH: A nev, Article Ninth is added to read

If in any of the years in which

Consumers United Capital Corporation,

a Delaware corporation, owns shares

of the Corporation I s Cl-ass B Common

Stock, the pre-tax annual incorne of

the Corporatíon is fess than seventy-

five percent (75S) of the amount

projected in the Corporationrs Joint
Venture Proposal Of February 1-988 at
page 2 and any subseguent annual

projections as adopted by the Board

of Directors, ¡rot including
projections for the Corporation¡s

commercial narketing, then Èhe

president of the Corporation shall
cal-l a special meeting of the Board

of Directors for the purpose of
determining whether the Corporation

should continue its business

activlties. In the event three-
fourths (3/ 4) of tlre Corporation I s

entire Board of Directors does not

affirmatively vote to contínue the

Corporationts business activities,

as follows:



(Page 6 of 9)

FIFTH: These anendmenÈs

of fncorporation vrere adopted by the

the Board of Directors shaIl cause

all steps to be taken necessary to
wind-up the Corporationrs business

activities and Èo dissolve the

Corporat,ion pursuant to the District
of Columbia Business Corporation

Àct.

thereon effecÈive December 30 ,

to Èhe Corporationrs Àrticles
shareholders entitled to vote

1_98I .

SIXTHs Seventy-six shareE of the Corporationrs Comnon

st.ock were outstanding prior to the adoption of these arnendments

and, each share was entÍt1ed to one vote.

SEVENTH: These auendments v¡etre adopted by the

shareholders of the Corporation at a meeting held for that purpose

on L2/30., , 1988, Êgventy-sjx of the 76 outstanding shares of
the Corporationrs Common Stoctc were represented at the neeting.

of ttre 76 shareg represented, 16 shares were voted

in favor of the adoption of the amendment and. 0 shares rsere

voted, against the adoptíon of the a¡nendment.

EIGHTH: Each share of the Corporationrs Comrnon Stock

Íssued and outst,anding ínunediately prior to the fiJ.ing ol thÍs
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Certificate of Àmend¡¡enÈ shall, by virtue of the filing of this

CertifÍcate of Amendment and without any action on the part of the

holder thereof, be converted into and exchangeable for 445 shares

of Class A Con¡non Stock of the Corporation. Each such share shall

be deemed fuIly paid and non-assessable.

NINTH: These amendments shaIl cause a change j-n the

amount of stated capital from $76.00 to $ 80'000 and a change

in the paÍd*in surplus from $597'086 to $ 517,162. The Corporation

shall effect such change by transferring paid-ín surplus to stated

capital on tTre books and records of the Corporation.

IN I{ITNESS IiIHEREOF, the undersigned has subscribed his

nane this 7 O day of Ù*".bu& -, Legs.

Charb,ered Health Plan,

Presídent

.ni-*-J-- ? q, / rF r
Date

Received with aII required



GOVERNMENT OF THE DISTRICT OF COLUMBIA
DEPARTMENT OF CONSUMER AND REGULATORY AFFAIRS

CORPORATIONS DIVISION

***

CERTIFICATE

THIS IS TO CERTIFY that the attached is a true and
this entity as shown by the records of this office.

D.C. CHARTERED HEALTH PLAII,INC.

correct copy of the documents for

IN TESTIMONY WHEREOF I have hereunto set my hand and caused the seal
of this office to be affixed as of g4¡13¡2g12

Superintendent of Corporations
Corporations Division

Vincent C. Gray
Mayor

Tracking #: SI3W45GE3B

Business and Professional Licensing Administration

PATRICIA E. GRAYS
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t GOVERNMENT OF THE DISTRICT OF COLUMBIA

DÉPARTMENT OF CONSUMER AND REGULATORY AFFAIRS
BUSI NESS REGULATION ADM IN¡STRATION

CERT]FICATE

TII]S IS T0 CERTIFT that arr applicahre provisÍons or rhe DrsrRrcr
OF COLIIMBIA BUSIITESS CORPORATION ACT nave been complied v¡ith and.

accordinsry, thís CERÏIFICATE of A¡mNDiläiT is hereby issued to

D. C. CIIARTERED rIEALTII P[N, INC.

as or July l4th, 1992 ,

Sharon Pratt Ke1ly
Mayor

Barbara E. Brown
Acting Director

James E. Kerr
Administrator

R'Êgu1aÞion stration

Corporatíons Ðivision
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ARITCLES OF AMENDMENT
TO THE

ARTICT,ES O[' INCORPORAflON
OF

D.C. CHARTERED EEALTH Pr,aN, INC

The undersþed corporation, for the purposes sf ¡mending its Articles of

Incorporation pursuant toihe Distict of Columbia Business Corporation Acq does hereby

certiff that:

tr1RST: The name of the corporation is D.C. Cbartered Health Plan,

Inc. (the "Corporationn).

SECOND: The Articles of Incorporation are amended as follows:

1. New Article Tenth is added to read as follows:

TENTÍ* No shareholder of arqr class of stock of the

Corporation shall have the preemptive right to subscribe for
or acquire additional shares of the Corporation, whether now
or hereafter authorized.

TEIRD: These amendments to the Co¡poration's Articles of Incorporation

were adopted by at least two-thirds of the shareholders entitled to vote thereon effective

April 21, 1992.

FOIIRIE: Thirry th¡ee thousand eight hundred twenty six and eighty

three tentbs (33,826.83) shares of the Corporatiou's Class A C-ommon Stocþ zero (0) shares

of the Corpòration's Ólass B Common Stock, zero(0) sha¡es of the Corporation's Class

C Co*-on Stocþ and zero (0) shares of the Corporation's Preferred Stocþ were

outstanding prior to the adoption of these amendments and each such outstanding class

shares were eutitled to one vote.

FItr'IH: These amendments were adopted by tbe shareholders of the

Corporation at a meeting held for that pu¡pose otr Apnl 21, 1992. 29,883-33 of the

IZ,SZS.æ outstanding sharãs of the Co¡pora ions's Class A Co-.-on Stock were rePresented

in person or by proxy at the meeting. Of the 291883.33 shares rePresented',?5,727.74 shares
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were voted in favor of the adoption of the auendment and 4161.59 sha¡es were voted
agaí$st the adoption of the amendment with 3,91350 shares ¿þsfeirïng.

SDilH: These amendments to the Corporation's Articles of Incorporation
were adopted by an afErmative vote of at least seventy-f,ve percent (75%io) of the entire
Board of Directors effectÍve April6, t912.

SEVH\I]il: These amendments do not provide for an exchange,
reclassification, or câncellation of the issued shares of the ( rporation.

EIGHIH: These ame¡rlmsffs shall ûot effect a change in the amount
of stated capital of the Corporation.

IN IryTINESS Itr.HEREOB the Corporation has caused these Articles of
Amendment to the Articles of Incorporation to be signed in its name and on its behalf
by its President and attested to by its Secretary on the 4th day of June, 1-992, and its
President acknowledges that these Articles of AmentTment are the act and deed of the
Corporation and, under the penalties of perjury, that ttre matters and facts set forth herein
with respect to autåorization and approval are true in all material respects to the best of
his loowledge, information and belief.

Attested to:

Secretary
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
DEPARTMENT OF CONSUMER AND REGULATORY AFFAIRS

CORPORATIONS DIVISION

CERTIFICATE

THIS IS TO CERTIFY that the attached is a true and corect copy of the documents for
this entity as shown by the records of this office.

D.C. CHARTERED HEALTH PLAÀ[, rNC.

IN TESTIMONY WHEREOF I have hereunto set my hand and caused the seal

of this office to be affixed as of 04/13/2012

Superintendent of Corporations
Corporations Division

Vincent C. Gray
Mayor

Tracking #: SI3W45GE3B

Business and Professional Licensing Administration

PATRICIA E. GRAYS
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GOVERNMENT OF TI{E DISTRICT OF COLUMBIA
DEPARTMENT OF CONS U MER AND REG ULATORY AFFAI RS

***

CERTIFTCATE
THIS IS TO CERTIFY that all applicable provisions of the District of Cotumbia
Business Corporation Act have been complied with and accordingly, this
CERTIFICATE OF AMENDMENT is hereby issued to:

D.C. CHARTERED HEALTH pl,Ati[, rNC.

IN \ryITNESS \ryHEREOF I have hereunto set my hand and caused the seal of this
office to be affÍxed as of the 30th day of October,2000.

Carlynn M. Fuller
Acting Director

Patricía E. Grays
Acting Administrator
Business Regulation Administration

ays
Superintendent of Corporati ons
Corporations Division

Anthony A.
Williams Mayor
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Ð.C. CTIARTEREN HEALTH PLAN. INÇ.
I A District of Coirrnrbia Cofporation

TO: The Department of Consumer and Regulatory Affairs
Corporations Divislon, Goverffnent of.the District of Columbia

[, the undersigned, h vice-president of D.C. Chartered Health Plan, Inc., adopt these

Restates Aficles of Incorporation with Amendments.

ARTICLE I
i coRPoRATE NAME

The present name of the corporation is D.C. CHARTERED HEALTI{ PLAN, INC. The
original corporate name was D.C. CTIARTERED HEALTH PLAN, INC. and the original
Articles of Incorporation were filed on January 20, 1987.

:

I ARTICLE II
I DURATION

The period of duraiion of the corporation is perpetual. The original period of duration
was perpetual.

ARTICLE III
ApopTIoN oF RESTATEn ÄRTICLES WITH AMF'NDMF.NTS

These Restated Articles both restate and amend the Articles of lncorporation. Thc Board
of Directors adopted a resolution setting for the proposed amendments and directing that the
arnendments be submitted to the shareholder for approval, The shareholder approved the
amendments by a unanimous vote of the sha¡es outstanding and entitled to vote on Octobcr 28,
2000.

:: ARTICLB IV
AMENDMENT OF FOURTTI ARTICLE

The Articles of Inclrporation are amended by striking out the Fourth Article in its entircty
and inserting in its place the following new Article IV:

FËfl-ffi
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"ARTICLE IV
CORPOMTE STOCK ÂND CLASSES OF STOCK

The corporation is luthorized to issue 1,000 sha¡es of common stock with a par value of
:

$i.00 per share. The corporation is authorized to issue one class of common stock."

ARTICLE V
AMENDMENT OF EJGHTH ARTICLE

The Articles of lncprporation are amended by striking out the Eìghth Article in its entirety
and inserting in its place the following new Article VIII:

: "a*tçtE-yur
SIIAREHOLDER APPROVAT . OF' ROARD.ACTTONS

No action of the Byrd of Directors shall take effect unless it has been approved by the

unanimous vote of the outstanding shares entitled to vot,e."

i

ARTICLE.YI, AMENDMENT OF NINTH ARTICLE

The Articles of Incorporation are amended by striking out the Ninth ¡\¡ticle in its entirety
and inserting in its place the followíng new Article D(:

"ARTICLE D(
] PREEMPTIVE RIGHTS

The preemptive rights of the shareholders of the corporation shall not be limited in any
way.tt

ARTICLE VII

, AMENDMENT OF IENTH ARTTCLE

The Articles of Incorporation are amended by striking out the Tenth Article in its entirety
and inserting in its place the following new Article X:

I
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"ARTICIE X
N{TERNAI AFFAIRS

The intemal affairs of the corporation shall be conducted according to the shareholder

agreement of the corporatiqn."

Nlcholas G. Ka¡anibdlas
ûâil* So.>¿¿a
Date ' .,

Vice President

(coRPoRATE SEAL)

Page"3 of 3
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KEEFE, BRUYETTE &WOODS

November 9, 2012

[Insert Name]
[Insert Title]
[Insert Company]

Dear [Name]:

Thank you for your interest in DC Chartered Health Plan, Inc. (the "Company"). On behalf of

District of Columbia Insurance Commissioner William P. White, as Court-appointed

rehabilitator of the Company (the "Rehabilitator"), Keefe, Bruyette &Woods, Inc. ("KBW') is

inviting you to respond to a preliminary request for information in connection with your interest

in a potential acquisition and recapitalization of the Company (the "Transaction").

1. Introduction

Pursuant to the Emergency Consent Order of Rehabilitation dated October 19, 2012, the
Rehabilitator is vested with title to all of the Company's assets and the power to act as necessary

to reform and revitalize the Company. Daniel Watkins has been appointed as Special Deputy
Rehabilitator by the Rehabilitator and is responsible for the day-to-day operations of the

Company. Faegre Baker Daniels LLP ("FBD") has been retained as legal counsel to the

Rehabilitator (KBW, Special Deputy Rehabilitator and FBD collectively, the "Receivership

Team"). The Receivership Team has been tasked by the Rehabilitator to conduct a confidential

process (the "Process") with select qualified potential counterparties (each a "Counterparty")

with respect to a Transaction. DC Healthcare Systems, Inc. is the current holding company of the

Company.

2. The Process

The Process is being conducted in phases:

Phase 1: Request for Additional Infoa~niataon from Counterpai•ties

■ Your answers to the topics outlined below in 3. Request for Information should be

submitted to W via email no later than 5 p.m. Eastern Standard Time on November

14, 2012. ~ ,

■ Representatives from the Receivership Team will be available to consult with you or your

representatives to answer any questions you may have prior to the submission date. All
communication and questions should be coordinated through KBW.

Keefe, Bruyette &Woods 787 Seventh Avenue • New York, NY 10019

212.887.7777 •Toll Free: 800.966.1559 www.kbw.com
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Additional Phases and Expected Tinning

It is anticipated that a limited number of Counterparties may be invited to proceed in additional

phases of the Process, at which point additional details regarding the Process shall be provided. It

is expected that the prevailing Counterparty would sign a binding letter of intent by December 1, ~d2 0 ~ ,.

2012, in advance of the Department of Health Care Finance's RFP (as defined in DHCF RFP

and Timing below) response deadline of December 3, 2012.

3. The Request for Information

Please include a detailed response to the subjects outlined below, as well as any other items that

you believe should be considered by the Receivership Team in evaluating your ability to

consummate a transaction with the Company:

■ Capitalization: It is currently envisaged that any Transaction will be effected via the sale

of 100% of the issued share capital of the Company. Upon closing of a Transaction, the

prevailing Counterparty is also expected to capitalize the Company so as to satisfy the

Company' RBC deficiency as required under D.C. Code § 31-3851.01 et seq. The

Company and the Rehabilitator, based on the most recent financial information, estimate

that the capital required to satisfy the RBC deficiency will be in excess of $30 million.

Based upon this estimate, your response should indicate your ability to adequately

capitalize the Company in connection with a Transaction.

■ Financing: Your response should clearly outline your proposed sources of financing a

Transaction. In the event that you intend to utilize third-party financing in connection

with a Transaction, your response should include a summary financing plan, including

the names and contact information of proposed third-party funding sources or partners

and the steps and timing required to secure the necessary funds.

■ Acquiring Entitv: Your response should clearly identify the acquiring entity. The

Rehabilitator expects that the acquiring entity will be a fully capitalized company capable

of satisfying all Transaction obligations, including resolution of the Company's RBC

deficiency as described above. Evidence of such capitalization should accompany your

response.

■ DHCF RFP and Timing: The Company's current contract with the Department of Health

Care Finance ("DHCF") to provide health care coverage to the District of Columbia's

Medicaid and Alliance population expires on April 30, 2013. The Company has received

the DHCF's request for proposal (the "RFP"), due December 3, 2012, for award of a five

year contract commencing on May 1, 2013 (the "Contract'). The RFP is included with

this letter for your review. It is expected that the prevailing Counterparty sign a binding

letter of intent prior to the Company submitting a response to the RFP, no later than

December 1, 2012. The prevailing Counterparty will also be expected to review and

approve amutually-agreeable response to the RFP prior to its submission. Your response

should indicate your ability to move quickly and devote the resources necessary to meet

this accelerated timeframe, and should outline the due diligence and necessary approvals

(internal or other) you will require prior to executing a binding letter of intent...°-~_
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■ Expertise in the Medicaid Market and Strategic Plans for the Com~anv: Your response
should describe in detail your expertise in the Medicaid managed care industry, including
any existing operations serving Medicaid eligible beneficiaries. Your response should
also include your strategic rationale for acquiring the business and your initial plans for
current management. If you envision new management in conjunction with a Transaction,
please identify the individuals in your response.

■ Contact Information and Advisors: Please provide the names and contact information of
those persons the Receivership Team should contact when responding to your proposal
and the identity of any external advisors (financial, accounting, legal or other) you have
engaged or plan to engage to assist you in connection with the Transaction.

■ Other Considerations: Please include any other elements in your response that you would
like the Receivership Team to consider.

4. Other Matters

The Rehabilitator reserves the right, in his absolute discretion, at any stage during the Process,
to:

• change or alter any part of the Process, which may include ending the Process at any
stage, not proceeding with additional phases, or not proceeding with a Transaction;

~ exclude any Counterparty from the Process;

• consider any and all factors in evaluating each Counterparty's ability to consummate a
Transaction; and

• select any Counterparty to continue discussions irrespective of the stage of the Process.

Neither the Rehabilitator nor the Receivership Team will have any liability or obligation to any
Counterparty as a result of the rejection of any proposal or indication of interest. Each
Counterparty shall bear all costs of its own investigation and evaluation of the Company and the
Transaction, including the fees and disbursements of its own counsel and advisors.

For planning purposes, you should assume that any Transaction will likely be subject to (i) the
approval process described in D.C. Code § 31-703(g), and (ii) approval by the Court overseeing
the Company's rehabilitation.

You are reminded that all discussions regarding the Company and the Transaction remain subject

to the terms of the previously executed confidentiality agreement ("Confidentiality Agreement").
The existence and terms of this letter should be considered to be Confidential Information for the
purposes of that Confidentiality Agreement.

Under no circumstances should any contact be made with the Company or any of its employees,
agents, customers, counterparties or third-party service providers (including auditors). All
correspondence relating to the Company or the Transaction should be made through KBW,
addressed to the individuals below:
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James Sheehy
Principal
Keefe, Bruyette &Woods, Inc.
787 Seventh Avenue
New York, NY 10019
Email: isheehY~a kbw.com
Tel: 212-887-7785
Fax: 212-541-1799

Andrew I~uo
Associate
Keefe, Bruyette &Woods, Inc.
787 Seventh Avenue
New York, NY 10019
Email: akuo cr,kbw.com
Tel: 212-887-6761
Fax: 212-541-1799

We look forward to receiving your response by November 14, 2012. Feel free to contact us if
you have any questions regarding the guidelines for submitting a response or any other matter
related to the Company or the Transaction.

Thank you for your interest in this opporiunitye

Sincerely,

James M. Sheehy
Principal



EXHIBIT 7 









EXHIBIT 8 



Receiver's Status Report on Chartered Health Plan Inc. 

Dec. 3, 2002 

The receiver is negotiating a transaction with health-insurer AmeriHealth Mercy headquartered 
in Philadelphia and has entered into a letter of intent which has the potential to best achieve value 
for Chartered and to best serve its members and providers and the District. Amerihealth has filed a 
proposal today to service the District's Medicaid clients. 

Here are some questions and answers on Chartered's status: 

Is the independent audit of Chartered's 2011 annual statement which was due November 30 
completed? 

Unfortunately, no. Chartered requested an extension of time to December 20 for the outside 
auditors to complete their work on the 2011 financial statement. 

Chartered has been working diligently to provide the auditors with the necessary information and 
the auditors are performing appropriate tests of that data and reviewing the company's schedules 
and comments. 

This process has taken more time than anticipated but it should be completed soon, and the audited 
statement will be made public when it is filed with the Department of Insurance, Securities and 
Banking. 

Can Chartered pay its claims and perform on its current contract with the District? 

Yes, Chartered is paying provider claims and continues to meet its obligations under its Medicaid 
contract with the District. That agreement runs to April 30, 2013. The Rehabilitator continues to 
seek a way forward that achieves the best value and utilization of Chartered's assets and which can 
help provide the best results for its members, providers and the District. We will take a plan to the 
Court with details of how this would be done when definitive terms for a plan are finalized. 

Did Chartered file a response to the RFP for a new five year Medicaid contract? 

No. Chartered entered a letter of intent with AmeriHealth Mercy regarding a potential transaction 
and AmeriHealth Mercy responded to the RFP. 

How did Chartered determine not to bid on the RFP? 

The Rehabilitator engaged an investment banking firm to conduct a process seeking a strategic 
partner with sufficient financial and operational resources to serve the District's Medicaid enrollees 
and their medical providers. In a very compressed timeframe, Chartered and its advisors are 
seeking a way forward that can realize value for Chartered's assets and best provide model services 
and improved health outcomes for District enrollees. We are negotiating a transaction with 
AffieriHealth Mercy to accomplish both of those goals. 

Is there any agreement with the holding company or the holding company's stockholder? 



There are no agreements with the holding company or its shareholder regarding any potential 
transaction or proceeds from such a transaction. 

For more information, contact Michael Flagg at the Department of Insurance, Securities and 
Banking: Michael.flagg@dc.gov , 202 442-7756. 
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JOINT OVERSIGHT ROUNTABLE ON 

THE DC CHARTERED HEALTH PLAN, INC. RECEIVERSHIP 

OF THE  

COMMITTEE ON PUBLIC SERVICES AND CONSUMER AFFAIRS 

YVETTE ALEXANDER, CHAIRPERSON 

AND THE  

COMMITTEE ON HEALTH 

DAVID CATANIA, CHAIRPERSON 

 

 

 

 

 

     

TESTIMONY OF WILLIAM P. WHITE 

COMMISSIONER OF THE DEPARTMENT OF INSURANCE, 
SECURITIES AND BANKING 

ROOM 500 

WILSON BUILDING 

1350 PENNSYLVANIA AVENUE, N.W. 

OCTOBER 25, 2012 

11:00 A.M. 
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Chairwoman Alexander, Chairman Catania, council members and staff: 

 

Thank you for the opportunity to appear and talk to you about the 

Department of Insurance, Securities and Banking’s (DISB) actions last week 

regarding D.C. Chartered Health Plan Inc. 

Last Friday afternoon the Superior Court of the District of Columbia entered 

an order putting Chartered into receivership and appointed me to take control of 

the company and, if possible, strengthen its finances through a sale or otherwise. 

Finding a qualified buyer and completing a purchase agreement within the 

timeline to allow Chartered to effectively compete for a new contract will be 

challenging, but we are going to do our best. 

Working closely with DHCF, our primary goal throughout this process was 

to ensure the company’s 110,000 Medicaid and D.C. Alliance enrollees – some of 

our city’s most vulnerable citizens – continue to get health care and that their 

providers continue to be paid. 

That remains our goal now that the company is in receivership.  Chartered’s 

Board and the sole shareholder of its parent company, D.C. Healthcare Systems 

Inc., unanimously consented to receivership and the legal process went smoothly. 

The company continues to pay hospitals, doctors and other service-providers 

without interruption.  And more importantly, the city’s Medicaid and D.C. Alliance 
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enrollees will continue to receive health care.  I am overseeing the company with 

help from a deputy rehabilitator and the company’s management.  

This is a prime example of how good, firm, sensible regulation works.  Let 

me explain how it went and what exactly we did in supervising the company over 

the last two years. 

In its annual financial statements for 2009, the capital levels reported by the 

company had reached a level of concern to my department. We increased our 

financial oversight of the company accordingly.  In 2010, Chartered again filed an 

annual financial statement that showed its capital at a level that concerned us.  At 

the company’s request, my department granted Chartered an extension to file its 

2011 statement, normally due March 1, 2012.  In April, the company reported a 

$15 million loss for 2011.  That weakened the company’s finances to the point that 

I was worried about whether it had sufficient capital to keep operating. 

My staff and I started consulting even more closely and often with the board 

of directors and management to help Chartered improve its financial strength so it 

could keep providing services to the city’s Medicaid and D.C. Alliance enrollees.  

Not only were we extremely worried about continuing to provide care to 

110,000 Medicaid and D.C. Alliance enrollees; we were also trying to keep the 

more than 160 Chartered employees in the District from losing their jobs.   
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We also knew the District was trying to increase the number of competitors 

in the city’s Medicaid market to lower prices and increase quality. There are only 

three managed-care companies with city Medicaid contracts right now, the others 

are smaller than Chartered.   And one, MedStar Family Choice, only got a contract 

this summer. Federal rules require state governments have at least two Medicaid 

contractors. 

Meanwhile problems at Chartered persisted through the summer and into the 

fall. There were three big ones:  

First, the owner’s legal problems hurt the company’s ability to keep its 

Medicaid contract, its only business and sole source of revenue.  

Second, the company’s original auditors, KPMG, resigned in May and the 

company had to hire a new auditor, Brown Smith Wallace. In fact, the audit 

still continues. We hope a final audit will be available soon. 

Third, several interested buyers couldn’t reach a deal with the company that 

would have infused capital and addressed its financial problems.   

 

There are several significant issues with the audit that are still unresolved, 

including one the auditors may not be able to resolve; and because of some 

potential irregularities, it remains unclear how much surplus the auditors will find. 

I wish I could be more specific, but I can’t until the auditor ties up all the loose 

ends and we have a completely accurate version of the company’s books and how 

they got into this shape. 
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Recently it became clear from our careful half-year of intensive supervision 

that the department would have to step in and assume a larger role to ensure health 

care for Medicaid and Alliance enrollees would continue. I then decided on a 

rehabilitation of the company under receivership.  That means I control the 

company and have final say over its actions, including supervising the 

identification and selecting  a  potential buyer. 

A week ago Tuesday, DHCF Director Wayne Turnage and I and our staffs 

met with Chartered’s board and laid out what we proposed to do and how it would 

benefit everyone if the company did not contest our petition for receivership. As I 

mentioned, Chartered’s board agreed, as did the sole shareholder of Chartered’s  

parent company, Mr. Jeff Thompson, who is no longer in Chartered management 

after resigning as chairman of the board this spring. We are working closely with 

the remaining managers, including Maynard G. McAlpin, president and CEO. 

At this point we think a sale and change of ownership, if feasible, is the best 

and safest outcome for everyone.  Several interested buyers have approached the 

company, some of them reported in the local press.  I’m not prepared now to say 

that a sale will occur, who will buy the company or when, because I simply don’t 

know. But I do believe that Chartered is a far more attractive prospect in 

rehabilitation as it now has a far better chance to get its all-important city Medicaid 

contract renewed. 
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  I hope you’ll bear with me as the auditors finish their report and we get this 

company into shape to be sold while keeping our Medicaid system – so important 

to the city’s Medicaid and Alliance participants – working without interruption.  

Let’s be clear:  At no time did these possible financial irregularities found by 

the ongoing audit affect the quality of care or payment to providers.  To our 

knowledge, patients are being seen and medical providers are being paid.  

Chartered will pay all the costs of the receivership, as is typical with a 

rehabilitation. 

I have hired Daniel L. Watkins, an experienced insurance executive, as 

special deputy rehabilitator and retained the law firm of Faegre Baker Daniels as 

counsel.  The company will continue to operate as a private company – it will 

never become a city agency or otherwise change its status as a private corporation.   

Several members of the Council have already asked where to direct people  

interested in  purchasing part or all of Chartered.   Mr. Watkins, as special deputy 

rehabilitator, will identify and evaluate potential buyers, and I ask that you direct 

them to him so he can conduct an orderly, fair, and open process of evaluating the 

many, well capitalized, experienced companies and people who appear to see value 

in Chartered as an ongoing concern.   

Of course, Mr. Watkins’ chief concern is identifying the best suitor to assure 

minimum disruption for the City’s Medicaid and Alliance participants and to 
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protect the jobs of the more than 160 Chartered employees who work hard every 

day to provide the best possible care and service to the most vulnerable of District 

residents. 

The best outcome here is that the enrollees continue to get their health care, 

the providers continue to be paid and Chartered be sold to become strong 

financially again and remain a private company so we can have vibrant 

competition in the Medicaid market.   
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DANIEL B. ABRAHAMS 

direct dial: (202) 536­1751 

fax: (617) 289­0773 

dabrahams@brownrudnick.com 

December 17, 2012 

VIA ELECTRONIC FILING 

District of Columbia Contract Appeals Board 
One Judiciary Square 
441 4th Street NW, Suite 350 North 
Washington, DC 20001 

 

 
 

RE:  Protest of DC Healthcare Systems, Inc.  
Under Request for Proposals No. DHCF­2013­R­0003 

 
Dear Sir/Madam: 

DC Healthcare Systems, Inc. (“the Company” or “Protestor”), through the undersigned counsel, 
respectfully submits this protest against the award of a contract to provide managed care under the 
District of Columbia Medicaid program. The Company’s mailing address is 1920 N Street, NW, 
Suite 800, Washington, D.C. 20036.  The telephone number of the Company is (202) 667­4366.  
The Company asks that all facsimiles be sent to Brown Rudnick LLP at (617) 289­0773.  We are 
special counsel to the Company and will be representing the Company in this protest.  Our contact 
information is contained on the letterhead above.  Please direct all communications regarding this 
protest to our attention. 

The identity of the contracting agency that issued the solicitation is the Office of Contracting and 
Procurement (“OCP”), on behalf of the Department of Health Care Finance (“DHCF”).  The 
Solicitation is designated as number DHCF­2013­R­0003 and the copy we possess is undated 
(henceforth referred to as “Solicitation” or “RFP”).  We have been told that initial proposals were 
due on December 3, 2012.  As far as we know, no contract has been awarded. 

The factual and legal grounds for the protest are as follows: 

STATEMENT OF FACTS 

Sometime in the fall of 2012, OCP, on behalf of DHCF, (henceforth referred to as the “District”) 
issued a Request for Proposals (“RFP”) to Managed Care Organizations “to join the District’s 
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current Managed Care program in providing healthcare services to its Medicaid eligible population 
enrolled in the District of Columbia Healthy Families Program (the “DCHFP”) and to its DC Health 
Care Alliance (i.e., the “Alliance” program) from the date of award through April 30, 2018.”1  The 
RFP contemplated an award of up to award three (3)2 contracts to top qualified offerors to provide 
healthcare services in its Medicaid eligible population enrolled in DCHFP and Alliance.   

DC Chartered Health Plan, Inc. (“Chartered”) is an incumbent contractor currently performing such 
work.  Chartered is a wholly­owned subsidiary of DC Health Care Systems, Inc. (i.e., “the 
Company”).  Chartered is currently being supervised by an appointed “Rehabilitator” pursuant to 
D.C. Code § 31­1311 (2001 ed.) and an Emergency Consent Order of Rehabilitation issued by the 
District of Columbia Superior Court.  The Commissioner of the District of Columbia Department of 
Insurance, Securities and Banking (“DISB”) designated the Rehabilitator who is the agent of the 
District.  DC Code § 31­1312(c) empowers the Rehabilitator to “take such action as deemed 
necessary or appropriate to reform and revitalize the insurer.”  By law and agreement, the 
Rehabilitator is supposed to be working to reform and revitalize Chartered. 

The protest here arises from the actions of the Rehabilitator and two other potential offerors under 
the Solicitation, as well as the failure of the District to take appropriate corrective action when 
notified of the ethical conflicts and the interlocking and collusive relationships of the offerors, the 
Rehabilitator, and the Rehabilitator’s legal counsel. 

On or about June 5, 2012, reserving all its rights,3 the Company and its subsidiary, Chartered, wrote 
the District and noted two important ethical matters relating to the actions of the District and the 
Rehabilitator: 

The first conflict involves Daniel L. Watkins, the lawyer who DISB has 
recently hired, at Chartered’s expense, to assist DISB with its examination 
and analysis of Chartered.  Specifically, although it was not disclosed to us by 
DISB (or by Mr. Daniel Watkins), we have learned that Daniel Watkins’ 
brother, Robert Watkins, was the Chief Operating Officer of Chartered from 
December of 2007 to September of 2011.  Mr. Robert Watkins only left 
Chartered last September, 2011.  Moreover, Robert Watkins was actively 
involved in rate­setting, contract negotiations (including the 2010­2011 rates), 
and pharmacy management while he was Chartered’s COO.  As you are 
aware, several of these practices and decisions are being reviewed by DISB 
and Mr. Watkins as part of the current examination of Chartered.  

                                                
1    RFP § B.1. 
2    Id.  However, § C.1.1 states that the District is seeking four (4) Managed Care Organizations. 
3    Which it did in almost every single communication on this subject. 
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Second, we have recently learned that Faegre Baker Daniels, LLP, the 
second consultant DISB has retained, at Chartered’s expense, to examine 
and analyze Chartered in this matter currently represents United Health Care, 
a direct competitor of Chartered that has expressed interest in acquiring 
Chartered and would gain a significant advantage should Chartered no longer 
be able to continue to service the D.C. market.  This actual or potential 
conflict also was not disclosed to Chartered before (or after) DISB retained 
Faegre Baker Daniels, LLP in this matter. 

The retention by DISB of Mr. Daniel Watkins and Faegre Baker Daniels, LLP 
to examine and analyze Chartered in this matter concerning Chartered’s 
business raise actual or potential conflict of interest and potential bias issues 
that we believe should have been disclosed to, and discussed with, 
Chartered before Chartered agreed to Mr. Watkins’ or Faegre Baker Daniels, 
LLP’s retention by DISB in this matter.  Indeed, D.C. Code § 31­1405[,] 
Conflict of interest, specifically provides that "No examiner may be appointed 
by the Mayor if the examiner, either directly or indirectly, has a conflict of 
interest or is affiliated with the management of or owns a pecuniary interest in 
any person subject to examination under this chapter."  Furthermore, as a 
lawyer, Mr. Watkins has his own obligation to analyze and disclose his actual 
or potential conflicts of interest pursuant to D.C. Rules of Professional 
Conduct Rule 1.7.  

The District replied on June 9, 2012, in pertinent part as follows: 

Mr. Watkins ­­­ Prior to formally engaging Mr. Watkins and initiating the 
mandatory conflicts­check procedures imposed by the OAG for retaining 
outside counsel, Mr. Watkins voluntarily disclosed the fact that his brother 
had been employed by Chartered as recently as six­months ago.  In 
response to questions posed by DISB lawyers, Mr. Watkins assured us that 
his brother was no longer affiliated with the company. 

In further vetting Mr. Watkins with the OAG Ethics Officer, we disclosed this 
fact and explained that his work regarding the examination of Chartered’s 
RBC Plan would involve the review of proposed corrective actions that would 
be prospective in nature.  We also made clear that if an occasion arose 
where the work performed by his brother was called into question, we would 
direct Mr. Watkins to recuse himself.  To this end, the OAG Ethics Officer 
informed us that the Commissioner’s engagement of Mr. Watkins would not 
pose a conflict. 
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Faegre Baker Daniels (FBD) ­­­ In vetting the FBD proposed engagement 
with the Department, the mandatory conflicts­check procedures required 
prospective outside counsels to disclose those clients which may have 
interests adverse to the District.  In this regard, FBD, particularly in light of 
what they have now shared with us, were under no obligation to disclose their 
firm’s representation of United Health Care (“UHC”).  Consequently, the 
Department does not believe that the Commissioner’s engagement of FBD 
poses either an actual or potential conflict. 

Please note however, as it relates to both outside firms, each firm has an on­
going duty to disclose any matters for new or existing clients whose interests 
may be adverse to the District.  Further, and in light of the concerns you have 
expressed, we have also asked that they disclose any matters that could 
pose a potential conflict.  Going forward, if and when any such disclosures 
are made to the Department by either firm, I will personally, where and when 
appropriate, be sure to share such information with Chartered.4 

The Company was not satisfied with the District’s response and, on June 13, 2012, the Company 
and Chartered wrote to the District as follows: 

First, with respect to the family conflict regarding Mr. Daniel L. Watkins, the 
lawyer who DISB hired to examine and analyze Chartered, you merely 
responded that Mr. Daniel Watkins “voluntarily disclosed the fact that his 
brother had been employed by Chartered as recently as six­months ago.”  
You further stated that DISB disclosed this fact to the OAG Ethics Officer 
before he was retained by DISB.  Your response failed, however, to explain 
why DISB decided not to disclose this conflict to Chartered before retaining 
Mr. Watkins as specifically requested in my June 5th email.  Although you 
stated that the OAG Ethics Officer believed that fact that Mr. Watkins’ brother 
recently was Chartered’s former COO would not pose a conflict, this 
presumably was based upon the representation to OAG repeated in your 
email response that Mr. Watkins’ review would involve “proposed corrective 
actions that would be prospective in nature.”  You fail to mention, however, 
that part of Mr. Watkins’ review necessarily would involve the reasons for 
Chartered’s Corrective Action Plan, reasons which directly involved the 
decisions made by Mr. Daniel Watkins’ brother, Robert Watkins, who recently 
was actively involved in rate­setting, contract negotiations (including the 
2010­2011 rates) and pharmacy management for Chartered.  Unless you are 

                                                
4    Email from Thomas M. Glassic (DC Department of Insurance, Securities and Banking) to A. Scott Bolden 
dated June 9, 2012. 
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conceding and are willing to confirm in writing that Mr. Daniel Watkins 
absolutely will not review, evaluate or opine, in any way, on any of 
Chartered’s past history or past decision­making, as part of his examination 
and analysis in this matter, then DISB must direct Mr. Watkins to recuse 
himself immediately as you suggest.   

Chartered continues to believe that DISB’s retention of Mr. Watkins should 
have been disclosed to, and discussed with, Chartered before Chartered 
agreed to his retention by DISB in this matter.  Your June 9th response does 
not change our strong belief that DISB’s retention of Mr. Watkins violates 
D.C. Code § 31­1405.  To more completely evaluate your position, however, 
we ask that DISB provide us promptly with a copy or inspection of the OAG’s 
conflicts evaluation file of Mr. Watkins which you have represented was 
conducted prior to DISB’s retention of Mr. Watkins.   

Second, with respect to the conflict of interest relating DISB’s retention of 
Faegre Baker Daniels, LLP ("Faegre") to examine and analyze Chartered in 
this matter while also currently representing United Health Care, you 
responded that:  i) DISB required Faegre "to disclose those clients which may 
have interests adverse to the District" and ii) DISB concluded that Faegre 
was "under no obligation to disclose their firm’s representation of United 
Health Care."  This is an incomplete and unacceptable conflicts analysis.  
Before retaining Faegre to examine Chartered in this matter, DISB was 
required, but apparently failed, to determine whether Faegre may have 
interests adverse to Chartered­­not only to the District.  D.C. Code § 31­1405 
specifically provides that "No examiner may be appointed by the Mayor if the 
examiner, either directly or indirectly, has a conflict of interest or is affiliated 
with the management of or owns a pecuniary interest in any person subject to 
examination under this chapter."  D.C. Code § 31­1405 is not limited only to 
conflicts of interest with the District as you suggest in your response.  Rather, 
pursuant to § 31­1405’s Conflict of Interest provision, DISB was required to 
ensure that the consultants it retained to examine Chartered were free from 
direct or indirect conflicts of interest with Chartered­­the entity which is 
"subject to examination."  As I explained in my June 5th email, Faegre’s 
current client, United Health Care, is a direct competitor of Chartered that has 
expressed interest in acquiring Chartered and would gain a significant 
advantage should Chartered no longer be able to continue to service the D.C. 
market.  Your response completely fails to address this fact.  Moreover, Scott 
M. Kosnoff, one of the Faegre partners assigned to to [sic] work on 
Chartered’s examination in this matter, states in his current firm bio that he 
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"Recently... advised...UnitedHealth Group," which is United Health Care’s 
corporate parent.  Further, as with the conflict with Mr. Watkins, DISB has 
neglected in its response to explain why Faegre’s United Health Care conflict 
was not disclosed to Chartered before (or after) DISB retained Faegre in this 
matter.  

Chartered continues to believe that Faegre’s conflict involving its 
representation of United Health Care should have been disclosed to, and 
discussed with, Chartered before Chartered agreed to Faegre’s retention by 
DISB in this matter.  Your June 9th response does not change our strong 
belief that DISB’s retention of Faegre in this matter violates D.C. Code 
§ 31­1405.  

With respect to both conflicts of interest, Chartered expects that DISB will 
answer the questions we have repeated herein, provide us with access to any 
pre­retention conflicts of interest vetting or an opinion that was done by OAG 
and/or DISB, and advise us if DISB will recuse Watkins and Faegre, and if 
not, explain in detail how DISB’s plans to address these two conflicts of 
interest going forward to ensure that DISB’s examination is credible, 
impartial, non­biased and conducted without even the appearance of 
impropriety.   We would also be willing to allow a D.C. bar ethics panel 
independently opine as to the conflicts issues created by DISB in this matter.  
Indeed, without providing this requested conflicts information, DISB will be 
and would be significantly challenged in defending its position before any 
reviewing court before any reviewing court.  

On June 22, 2012, the District replied to the Company and Chartered, noting, inter alia, that:  

Mr. Watkins 

Dan Watkins disclosed his family relationship with Bob Watkins in his first 
interview with DISB. We discussed the matter with the OAG ethics officer, 
who concluded that the family relationship does not cause a conflict in Mr. 
Watkins performing his duties in DISB’s exam.  

Moreover, Dan introduced himself to Joe Lowry as Bob’s brother at the May 
17th meeting with Chartered. This was before Chartered executed the letter 
confirming its acceptance of the terms of Mr. Watkins’ engagement. Thus, 
Chartered executives knew who Mr. Watkins was and did not raise a timely 
objection.  
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As previously communicated, if work performed by Mr. Watkins’ brother 
becomes the subject of the DISB’s review, we will direct Dan to recuse 
himself from that facet of the examination. 

Faegre Baker Daniels 

DISB has conferred with FaegreBD regarding the firm’s representation of 
UnitedHealth Group, which is mentioned in Scott Kosnoff’s bio on the firm’s 
website. For all of the reasons described in the e­mail from Charlie 
Richardson (see attached), the firm’s representation of UnitedHealth does not 
pose a conflict with respect to the examination of Chartered.  

The Company and Chartered quickly replied on June 23, 2012 that the District had not allayed their 
concerns: 

Unfortunately, your June 22nd response, like your June 9th response, does 
not allay the serious concerns Chartered has raised regarding these conflicts 
of interest. Your response also fails to respond to a number of the specific 
questions and requests for documents and information posed in my June 5th 
email and again in my June 13th email. 

First, with respect to the retention of Mr. Daniel Watkins and Faegre Baker 
Daniels ("Faegre"), we, as Chartered’s counsel, were not aware of the 
conflicts of interest because neither had been disclosed to us by DISB. If they 
had been disclosed by DISB, we obviously would have raised the conflict 
issues with you before we confirmed the engagement letters you presented to 
us. The fact that Daniel Watkins may have informally told Mr. Lowry about his 
family relationship with Chartered’s former COO during the May 17th meeting 
does not change the fact that DISB completely failed to advise us­­
Chartered’s legal counsel in this matter­­of a conflict about which you have 
conceded you were aware and internally evaluated­­without any prior 
disclosure to us. We timely objected and advised your office of this conflict as 
soon as we learned of it. Chartered continues to believe that DISB’s retention 
of Mr. Watkins should have been disclosed to, and discussed with, us before 
Chartered agreed to his retention by DISB in this matter.  

Your June 22nd email again offers to recuse Mr. Watkins "if work performed 
by Mr. Watkins’ brother becomes the subject of the DISB’s review," however, 
you once again have failed to address the fact that Mr. Watkins’ review 
necessarily will involve the reasons for Chartered’s Corrective Action Plan, 
reasons which directly involved the decisions made by Mr. Daniel Watkins’ 
brother, Robert Watkins, who recently was actively involved in rate­setting, 
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contract negotiations (including the 2010­2011 rates) and pharmacy 
management for Chartered. Again, unless DISB is concedes and is willing to 
confirm in writing that Mr. Daniel Watkins absolutely will not review, evaluate 
or opine, in any way, on any of Chartered’s past history or past decision­
making as part of his examination and analysis in this matter, then DISB must 
direct Mr. Watkins to recuse himself immediately as you have suggested. You 
completely failed to respond to this request made previously in my June 13th 
email. We renew it again here. You also failed to respond to our June 13th 
request that DISB provide us promptly with a copy or inspection of the OAG’s 
conflicts evaluation file of Mr. Watkins which you have represented was 
conducted prior to DISB’s retention of Mr. Watkins. We also renew this 
request again here. 

Second, with respect to the conflict of interest relating to DISB’s retention of 
Faegre to examine and analyze Chartered in this matter while also currently 
representing United Health Care, Mr. Richardson’s June 22nd email (which 
you attached to your June 22 email) does not allay the conflict concerns we 
have raised or address our prior information requests. Mr. Richardson’s own 
opinion that his own representation and examination in this matter does not 
pose a conflict for him or his law firm is hardly an independent, objective or 
unbiased opinion, but more importantly, it is wrong. Mr. Richardson asserts 
that "FaegreBD’s client in this matter is the DISB, not Chartered. Thus, the 
only relevant inquiry under the rules is the possible impact of our 
representations of United Health (the "United Work") on our representation of 
DISB." This is legally incorrect as it is directly contradicted by the express 
language of D.C. Code § 31­1405 which specifically provides that "No 
examiner may be appointed by the Mayor if the examiner, either directly or 
indirectly, has a conflict of interest or is affiliated with the management of or 
owns a pecuniary interest in any person subject to examination under this 
chapter." (emphasis supplied).  As we previously advised you on June 13th, 
D.C. Code § 31­1405 is not limited only to conflicts of interest with the District 
as Mr. Watkins claims in his June 22nd email. Rather, pursuant to § 31­
1405’s Conflict of Interest provision, DISB was required to ensure that the 
consultants it retained to examine Chartered were free from direct or indirect 
conflicts of interest with Chartered­­the entity which is "subject to 
examination." Not surprisingly, although Mr. Richardson cites D.C. Code § 
31­1405 in his June 22nd email, he neglects to mention, address or 
acknowledge that conflicts of interest with the entity which is "subject to 
examination" must be evaluated, not just conflicts with DISB. Neither you or 
Mr. Richardson address in your June 22nd emails, the fact, raised in my June 
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5th and June 13th emails, that Faegre’s current client, United Health Care, is 
a direct competitor of Chartered that already has expressed interest in 
acquiring Chartered and would gain a significant advantage should Chartered 
no longer be able to continue to service the D.C. market. These facts take 
this conflict out of the realm of mere "competing insurers in disparate matters" 
as Mr. Richardson blithely suggests in his June 22nd email. Mr. Richardson’s 
after­the­fact assurance that Faegre’s "representations of United Health do 
not give rise to a conflict of interest with respect to DISB or Chartered" is self­
serving and unacceptable without more information and independent 
analysis. For example, Mr. Richardson does not disclose on what issues his 
partner Scott M. Kosnoff working on Chartered’s examination in this matter 
"[r]ecently… advised...United Health Group," United Health Care’s corporate 
parent. This information must be shared with us. Further, as with the conflict 
with Mr. Watkins, DISB and Mr. Richardson have failed to explain why 
Faegre’s United Health Care conflict was not disclosed to Chartered before 
(or after) DISB retained Faegre in this matter. 

Finally, you failed to address our request that these conflict issues be jointly 
submitted for an independent conflicts evaluation by the D.C. Bar ethics 
panel. Although you offer in your June 22nd email that "in the event DISB 
determines that some aspect of the exam precludes either of their 
participation on an issue due to a conflict, DISB will take steps to ensure that 
occurs," (i) because you have not addressed our existing conflicts concerns 
described above and (ii) because we would have no way of ascertaining or 
monitoring when such potential conflict arises, this one­sided, non­
independent, non­transparent conflicts monitoring proposal is not acceptable. 
Your proposal does not explain or even address how DISB proposes to 
ensure that DISB’s examination is credible, impartial, non­biased and 
conducted without even the appearance of impropriety.  

We repeat our prior requests that with respect to both conflicts of interest, 
DISB answer the questions we have repeated herein and provide us with 
access to any pre­retention conflicts of interest vetting or an opinion that was 
done by OAG and/or DISB. As we stated in our June 13th email, without 
providing this requested conflicts information, DISB will be significantly 
challenged in defending its position before any reviewing court or a DC Bar 
ethics panel. This is our third request for this information regarding these 
conflict of interest issues. Clearly, you are unwilling or incapable of proving 
this information to us for our consideration.  That being said, in order to 
protect my client’s interests and the integrity of the DISB review process, I am 
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recommending the matter be referred to the DC Bar for an independent 
analysis and opinion.  Perhaps, you and the consultants will provide them 
with the information we have requested. 

By making this reply to your June 22nd email response, Chartered does not 
intend to waive or otherwise prejudice any of its rights, including, but not 
limited to, any judicial review of this matter. 

Notwithstanding this back and forth and notice to the District, no resolution of this matter was ever 
proposed by the District and no corrective action was ever taken.  Meanwhile, there is close­at­
hand, public information that the Faegre firm is hopelessly conflicted here.  Faegre has admitted it 
represents United Healthcare.5  And, that is confirmed by news articles.6  Faegre also represents 
Blue Cross Shield entities, one of which is a parent company of AmeriHealth Mercy.7  Likewise, 
public records show that Faegre is a registered lobbyist for AmeriHealth Mercy of Indiana.8 

Subsequently, the District issued the subject RFP.  Chartered, as part of its rehabilitation plan, was 
in the process of preparing a proposal in response to the Solicitation.  At least that is what the 
Company was told was the case, since if Chartered was to be “reformed and revitalized”, then it 
had to seek award of the substantive contract that formed the sole source of operating revenue for 
the business.  On information and belief, proposals were due to be submitted the District on 
December 3, 2012. 

However, on December 3, 2012, the Company first learned from a DISB news release that 
Chartered had not submitted a response to the Solicitation.  Specifically, in a DISB document 
entitled, Receiver’s Status Report on Chartered Health Plan Inc. and dated “Dec. 3, 2002 [sic],”9 the 
Company was told in writing that: 

Did Chartered file a response to the RFP for a new five year Medicaid 
contract? 

No.  Chartered entered a letter of intent with AmeriHealth Mercy regarding a 
potential transaction and AmeriHealth Mercy responded to the RFP. 

                                                
5    See June 9, 2012 Email from Glassic to Bolden (quoted above). 
6    See, e.g., http://online.wsj.com/article/SB10001424052970203914304576627071487867628.html. 
7    See http://www.ibx.com/company_info/news/press_releases/2011/08_09_IBC_and_BCBS_of_Michigan.html. 
8    See www.in.gov/ilrc/files/2012_employer.pdf (noting that the Faegre law firm is the registered lobbyist for 
Mercy in Indiana).  The significance of this fact will become clear below. 
9    This document was received for the first time by outside counsel on December 3, 2012. 
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How did Chartered determine not to bid on the RFP? 

The Rehabilitator engaged an investment banking firm to conduct a process 
seeking a strategic partner with sufficient financial and operational resources 
to serve the District’s Medicaid enrollees and their medical providers.  In a 
very compressed timeframe, Chartered and its advisors are seeking a way 
forward that can realize value for Chartered’s assets and best provide model 
services and improved health outcomes for District enrollees.  We are 
negotiating a transaction with AmeriHealth Mercy to accomplish both of those 
goals. 

Is there any agreement with the holding company or the holding 
company’s stockholder? 

There are no agreements with the holding company or its shareholder 
regarding any potential transaction or proceeds from such a transaction.  

The Company was shocked by the news release from the DISB and its conflicted agent that 
Chartered had not submitted a proposal in response to the RFP.  The Company understands that 
these decisions were influenced by and even made by Dan Watkins and the Faegre law firm.  The 
Company further understands that perhaps two clients of the Faegre law firm may have submitted 
proposals in response to the RFP.  Those clients apparently are United Healthcare and 
AmeriHealth Mercy.  And, thus, the Company learned that the fruits of it decades of work might be 
awarded to its two competitors, and that the decision for the Company’s subsidiary to “no bid” was 
made by  individuals whom the District had been advised had incurable ethical issues, conflicts of 
interest and interlocking relationships with Chartered’s competitors.   

PROTEST GROUNDS 

I.  The RFP should be cancelled and resolicited due to violations of ethics and conflict 
of interest laws and regulations 

The purpose of the District’s procurement laws is to guarantee the integrity of the procurement 
process and to ensure fair and equitable treatment of all persons who deal with the procurement 
system of the District government.10  Here, the Company respectfully submits that, the only way to 
guarantee that these statutory goals are met is to cancel the procurement, or at least, to re­opened 
the Solicitation and receive new bids.  The procurement is full of ethical lapses, omissions, personal 
conflicts of interest, and organizational conflicts of interest which preclude full and open competition 
and a fair award. 

                                                
10    Protest Of Urban Alliance Foundation etc., DCCAB No. P­0087, et al., 2012 WL 4775002 (citing D.C. 
Code § 2­351.01(b)(4) (2010)). 
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First, there is the fact of Dan Watkins’ family relationship to his blood brother Bob Watkins, the 
former Chief Operating Officer (“COO”) of Chartered, whose management decisions still affect 
Chartered today.  This relationship precluded Dan Watkins from exercising independent and 
unbiased judgment in deciding whether Chartered should bid in response to the RFP, thus 
depriving the District of full and fair competition.  This was the most basic personal conflict of 
interest.  DCHF and DISB knew that Chartered was controlled by a Rehabilitator who could not 
make an unbiased decision whether to bid on this procurement.  DISB had an obligation to notify 
DHCF of this relationship.  Dan Watkins is an agent of the District government.  In the discharge of 
his agency functions, he did not devote himself to the reform and revitalization of Chartered; he 
thereby depriving the District of the “top qualified” firms that the RFP sought. 

Similarly, the District knew or should have known that the Faegre law firm, which has become 
counsel to the Rehabilitator, and which has apparently justified the no bid, has an inherent 
organizational conflict of interest.  It also represents the two principal competitors (United 
Healthcare and AmeriHealth Mercy).  It is a registered lobbyist for AmeriHealth Mercy.  
Representation of Chartered too, accordingly, would appear to violate the rules of professional 
responsibility of the District of Columbia Bar association.  The District knew all of this.  And, even if 
the District did not know, it is fundamentally wrong and an inexorable stain on the integrity of the 
procurement process.11 

The District has regulations relating to ethics and conflicts of interest which are intended to protect 
the procurement system and the people that the District’s agencies serve.  For example, the 
Procurement Code requires that contractors have “satisfactory records of integrity and business 
ethics.”12  The RFP further said at section H.14.3: “In accordance with 42 C.F.R. § 438.58, as a 
condition of contracting with MCOs, the District will have in effect safeguards against conflict of 
interest on the part of the District and local officers, employees, and agents of the District who have 
responsibilities relating to the MCO or PIHP, contracts, or the default enrollment process specified 
in 42 C.F.R. § 438.50(f).”  As a DISB retained appointee, and the court­appointed Rehabilitator, Mr. 
Watkins (as well as the Faegre law firm) is an agent of the District.  The RFP also incorporates 
federal anti­conflict of interest regulations such as 42 C.F.R. § 438.58.  Accordingly, this 
procurement is tainted by the violation of the letter, or at least the spirit, of numerous local and 
Federal legislative and regulatory requirements.  

                                                
11    Make no mistake about it; these are not merely the private affairs of a private company that decided not 
to compete for its own business reasons.  The District took control of Chartered under the guise of reforming 
and revitalizing it; yet it turned the instruments of its control over to agents who had another agenda, and then 
sat by blindly while they pursued that contrary agenda, all to the detriment of the procurement system and the 
participants of the DCHFP and Alliance programs 
12   DC Code § 2­353.01(4) (2001). 
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II.  The RFP should be cancelled and resolicited because it is tainted by an illegal 
restraint of trade 

District of Columbia Municipal Regulations § 2225 requires the District to prevent anti­trust 
violations in connection with procurements.  Agreements in restraint of trade are illegal in the 
District.13  By allowing a Rehabilitator (with ethical conflicts) and a law firm (also with ethical 
conflicts) to decide to “no bid” a public contract, the District has condoned a restraint of trade.  The 
goal of our procurement world is usually full and open competition by responsible, responsive 
offerors. When private or public parties act in concert to restrain trade, that reduces competition, 
and that causes a public harm.  Here, the restraint of trade, caused one competitor to no­bid and 
that can cause the other competitors, who are free from the competitive threat, to raise their prices.  
Thus, the evil of restraining trade, and the anti­trust concepts, present valid bid protest 
considerations.  

Indeed, here the RFP contemplates up to three14 awards.  We don’t know how many offers the 
District actually received.  But we do know it received one less than it should have.  If there were  
only two proposals in hand as a result of this restraint of trade, for example, the District would not 
get adequate competition and would not get “top qualified Offerors to provide healthcare services in 
its Medicaid eligible population enrolled in” DCHFP and Alliance. 

III.  The RFP should be cancelled and resolicited because it is tainted by illegal collusive 
bidding 

The District of Columbia Procurement Code prohibits collusion in bidding.15.  Here, the District has 
knowingly condoned collusive bidding because it looked the other way while the same individuals 
controlled or advised three potential bidders (Chartered, United Healthcare and AmeriHealth 
Mercy), while at the same time causing one of the three (Chartered) to “no bid” the Solicitation.  At 
the same time, the Company was deprived of the opportunity to bid.  This is really no different, and, 
indeed even worse than, the classic arrangement where contractors “no bid” in order to decrease 
competition and proceed to rotate the award of lucrative government contracts.  It just is an even 
more sophisticated plan to limit competition.  However, one thing is certain­­there is nothing more 
collusive then deciding not to bid when the decision is being made by the conflicted agents of the 
District who also work for the competitors.  How can that promote the integrity of or public faith in 
the procurement system?  It cannot be.  Rather, this procurement is fatally tainted. 

As noted by the DC Contract Appeals Board (“Board”), collusive bidding and a restraint of trade are 
grounds cancel a solicitation and reject all bids.  Specifically, the Board has held that: 

                                                
13   See District Unfair Trade Practices Act, DC Code §28­4508. 
14   Or four; see footnote 2. 
15   DC Code § 2­354.15. 
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[The regulation] provides that a contracting agency may cancel a solicitation 
and reject all bids when the CPO determines in writing that cancellation is in 
the best interests of the District for reasons including that the “bids were not 
independently arrived at in open competition, were collusive, or were 
submitted in bad faith.”  If there is evidence of collusion, or other anti­trust 
violations among businesses in connection with a solicitation, the contracting 
officer is required by 27 DCMR § 1007.2 to report such evidence to the CPO. 
The CPO in turn “shall consult with the Corporation Counsel within ten (10) 
days of the report to ascertain whether a reasonable basis exists for believing 
that collusion has occurred among any businesses for purposes of defrauding 
the District.”  If the CPO in consultation with the Corporation Counsel 
concludes that there is a reasonable basis to believe that an anti­trust 
violation has occurred, the CPO would then be required to consider the 
issues of cancellation and contractor responsibility, among others.  Section 
1007.3 of 27 DCMR sets forth practices and events that may evidence 
violations of antitrust laws, including “[a]ssertions . . . by competitors of 
offerors[] that an agreement to restrain trade exists.”16 

Given the evidence of collusion here, the District should cancel the RFP and resolicit.  

TIMELINESS OF PROTEST 

This protest is timely because it is being filed within ten business days of when the Company knew 
or should have known of the grounds for protest.  Specifically, on December 3, 2012, the Company 
learned for the first time from DISB and the conflicted agents, and to its surprise, that Chartered had 
not submitted a bid in response to the subject solicitation.  That factual knowledge gave rise to the 
knowledge that the District had done nothing to resolve the conflict of interest and ethics problems 
that have tainted this procurement.  The Company was not prejudiced and could not file a protest 
until the conflicts produced its subsidiary’s decision to “no bid”; only then did the Company have a 
viable protest.  

PROTESTOR IS AN AGGRIEVED PARTY 

The Company is an “aggrieved party” with standing to protest because it has a direct economic 
interest that would be affected by the award of a contract or by the failure to award a contract and it 
is aggrieved in connection with the solicitation of a contract. 

                                                
16    Protest of Hood’s Institutional Foods, Inc., DCCAB No. P­572, 1999 WL 292734 (emphasis added).  In 
that case the Board found no evidence of either and dismissed the protest.  Here, the evidence is 
overwhelming. 
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Specifically, the Company did not submit a proposal on December 3rd because it was told that 
Chartered would be doing so.  However, the conflicted Rehabilitator and its conflicted legal counsel 
supervise the day­to­day affairs of Chartered.  They made the decision to no­bid, but never 
communicated that decision to the Company until it was too late.  Accordingly, the Company was 
aggrieved at the hands of conflicted agents for the District, for all the reasons noted above. 

Thus, the fact that neither the Company nor Chartered is an actual bidder should not affect the 
Company’s standing since that is the very competitive harm which is being protested here.  But for 
the improprieties protested here, the Company could have taken appropriate steps to compete or 
submit an offer.  While we do not know the number of actual offerors, it is foreseeable that the 
Company­owned subsidiary would have been in line for one of the three contemplated awards.  
Accordingly, the company was prejudiced.17  

REQUEST FOR A HEARING 

The Company requests a hearing before the Board due to the fact­intensive nature of the conflicts 
of interest, ethical concerns, restraint of trade and collusion.  

REQUEST FOR DOCUMENTS 

The Company requests the production of the following documents by the District (including DISB 
and DCHF): 

1.  All documents possessed by the District related to the alleged conflict of interest or 
ethical issues involving Daniel L. Watkins, Robert Watkins and/or Chartered Health Plan. 

2.  All documents possessed by the District related to the alleged conflict of interest or 
ethical issues involving Faegre Baker Daniels, LLP and/or Charlie Ritchson, and 
Chartered Health Plan. 

3.  All documents possessed by the District related to the relationship between Daniel L. 
Watkins, Faegre Baker Daniel, LLP, and/or Charlie Ritchson and United Healthcare or 
any of its affiliates. 

4.  All documents possessed by the District related to the relationship between Daniel L. 
Watkins, Faegre Baker Daniel, LLP, and AmeriHealth Mercy or any of its affiliates. 

5.  All documents possessed by the District related to the relationship between Daniel L. 
Watkins, Faegre Baker Daniel, LLP, and Mercy or any of its affiliates. 

6.  All documents possessed by the District related to the relationship between Daniel L. 
Watkins, Faegre Baker Daniel, LLP, and AmeriHealth or any of its affiliates. 

                                                
17   See also footnote 11 supra. 
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7.  All documents possessed by the District related to the relationship between Daniel L. 
Watkins, Faegre Baker Daniel, LLP, and/or any Blue Cross Blue Shield of Pennsylvania 
or Independence Blue Cross Blue Shield affiliate. 

8.  All documents related to the “mandatory conflicts­check procedures imposed by the 
OAG for retaining outside counsel” as identified by the District in an email dated June 9, 
2012. 

9.  All voluntary disclosures made by Mr. Watkins to the OAG Ethics Officer or others in the 
District. 

10. All communications between the Rehabilitator and management of Chartered and/or 
AmeriHealth Mercy and/or Blue Cross Blue Shield of Pennsylvania or Independence 
Blue Cross Blue Shield affiliate. 

11. All supplemental disclosures or communications made to the OAG Ethics Officer or any 
other District employee by: 

a.  Daniel L. Watkins; 

b.  Faegre Baker Daniels, LLP; 

c.  United Healthcare; and/or 

d.  AmeriHealth Mercy. 

11. All communications between the OAG Ethics Officer and any other employee of the 
District related to: 

a.  Daniel L. Watkins; 

b.  Faegre Baker Daniels; LLP; 

c.  United Healthcare; and/or 

d.  AmeriHealth Mercy. 

12. All disclosures made to Chartered Health Plan and/or DC Healthcare Systems, Inc. 
relating to any potential conflict of interest or ethical concern involving: 

a.  Daniel L. Watkins; 

b.  Faegre Baker Daniels; LLP 

c.  United Healthcare; and/or 

d.  AmeriHealth Mercy. 
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REQUEST FOR RELIEF 

The Company specifically requests the following relief: (1) The District should not make award, and, 
instead, should stay performance of any contract pending the decision on the protest; (2) the 
District should cancel the solicitation; (3) the Solicitation should be re­opened and the Company 
should be permitted to submit a proposal; (4) the Company should be awarded its costs (including 
attorney fees) for preparing and prosecuting this protest, to the extent allowed by law; and (5) any 
other legal and equitable relief within the power of the Board and warranted by the facts. 

Respectfully submitted, 

BROWN RUDNICK LLP 

Daniel B. Abrahams 
Shlomo D. Katz 

cc:   O’Linda Fuller, MBA, CASA  
  Contracting Officer  
  441 4th Street, N.W. Suite 700S  
  Washington, DC 20001  
  202­724­5460  

olindaa.fuller@dc.gov   
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GOVERNMENT OF THE DISTRICT OF COLUMBIA 

CONTRACT APPEALS BOARD 
   
PROTEST OF:      ) 
       ) 
D.C. Healthcare Systems, Inc.   ) 
1920 N Street, NW – Suite 800       )        CAB No. P-0930 
Washington, DC 20036    ) 
       ) 
Under Solicitation      ) 
    No. Doc70947/DHCF-2013-R-0003 (MCO) ) 
 

DISTRICT OF COLUMBIA’S  
MOTION TO DISMISS FOR LACK OF  

SUBJECT MATTER JURISDICTION AND STANDING 
IN RESPONSE TO PROTEST OF D.C. HEALTHCARE SYSTEMS, INC. 

 

Pursuant to Rule 306 of the Rules of the District of Columbia Contract Appeals Board, 

27 DCMR § 306, the District of Columbia respectfully moves the Board to dismiss with 

prejudice the protest in CAB No. P-0930 that D.C. Healthcare Systems, Inc., filed with the 

Board on December 17, 2012.  By sustaining this Motion to Dismiss, the Board would fully 

dispose of all of the issues raised by D.C. Healthcare Systems, Inc., in the Protest.  

As authorized by Board Rule 306.1, 27 DCMR § 306.1, the District is submitting to the 

Board this dispositive motion in lieu of filing its Agency Report.  By the Protest, D.C. Healthcare 

Systems, Inc. (“D.C. Healthcare”), presents to the Board issues relating quite peripherally, if at 

all, to the District’s activities in furtherance of the new Managed Care Organization procurement 

by Solicitation No. Doc70947/DHCF-2013-R-0003 (the “Solicitation” or “RFP”).  The District 

submits that Protester is attempting to circumvent the exclusive jurisdiction of the District of 

Columbia Superior Court, pursuant to Title 31, Chapter 13 of the D.C. Official Code, over all of 

the matters raised in the Protest and that the Board has no jurisdiction over the subject matter of 

the protest. Alternatively, on the facts presented in the Protest, the Board should conclude that it 
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has no jurisdiction of the Protest because Protester, D.C. Healthcare, has no standing in this 

matter.   

In support of this Motion, the District responds, and proves below, that D.C. Healthcare 

has not established that the protested matters are subject to the Board’s jurisdiction nor that D.C. 

Healthcare, which is not an offeror or prospective offeror pursuant to the above-captioned 

solicitation, is an aggrieved party in the sense required by D.C. Official Code §§ 2-360.03(a)(1) 

and 2-360.08(a) and is therefore lacking in standing. On these bases, the District moves this 

Board to dismiss the Protest with prejudice.   

 
I. STATEMENT OF FACTS  

 
A.  The RFP and Closing for Proposals   

1. On November 1, 2012, on behalf of the District of Columbia Department of Health Care 

Finance (“DHCF”), the District’s Office of Contracting and Procurement (“OCP”) issued 

RFP No. Doc70947/DHCF-2013-R-0003 (District of Columbia Motion to Dismiss Exhibit 

No. (“Exhibit”) 1, page 1).1

                                                 
1  RFP No. Doc70947/DHCF-2013-R-0003 is the correct designation of the solicitation 
according to the Office of Contracting and Procurement E-Sourcing (electronic) System. 
[See Exhibit 4, ¶ 5].   

 OCP issued this RFP electronically, in its E-Sourcing system, by 

posting Doc70947 (Exhibit 1a) on the OCP website. Document DHCF-2013-R-0003 (Exhibit 

1b), which contains the specifications, contract clauses, and proposal and evaluation criteria 

for the RFP, is an attachment to the Doc70947 E-Sourcing document (as identified in section 

1.1 of Doc70947 as the “STATEMENT OF WORK MCO RFP 110112(2).pdf”).  [Exhibit 4, 

Declaration of Helena Barbour, Contract Specialist, ¶ 5].  
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2. By the RFP, the District is seeking Managed Care Organizations (“MCOs”) to join the 

District’s current Managed Care program as contractors in providing healthcare services to 

its Medicaid eligible population enrolled in the District of Columbia Healthy Families 

Program and to its DC Health Care Alliance program). [Exhibits 4 (¶ 8) and 1.b (Sec. B.1)]. 

3. Pending award of new MCO contracts, D.C. Chartered Health Plan, Inc. (D.C. Chartered), is 

performing its current MCO Contract, No. DCHC-2006-D-5052.  Recently, the District 

extended the term of this predecessor contract to April 30, 2013 and D.C. Chartered currently 

is performing this predecessor contract. [Exhibit 3, Modification No. M023, (which extend 

the term of predecessor contract) and Exhibit 4 (¶ 4)]. D.C. Chartered is wholly owned by 

Protester. [Protest, page 2]. 

4. At the same time that OCP/DHCF issued the RFP by posting on the E-Sourcing system, 

through this system, they also communicated directly with some forty-three prospective 

offerors, inviting them to participate in the procurement. The invited firms included the three 

current MCO contractors, D.C. Chartered, MedStar Family Choice, and United Health Care. 

Among the invited firms was also AmeriHealth Mercy. [Exhibit 4 (¶ 6); see gen. Protest, 

pages 10-12].   

5. Prospective offerors were required to register in the District’s E-Sourcing system in order to 

submit proposals pursuant to the new MCO RFP. Neither D.C. Healthcare Systems, Inc. nor 

D.C. Chartered Health Plan, Inc. registered to submit proposals for this new MCO RFP. 

[Exhibit 4 (¶ 7)].   

6. The Contracting Officer issued eleven amendments to the RFP. By RFP Amendment 0006, 

on November 15, 2012, the Contracting Officer revised the period of performance to clarify 
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that, in RFP sections B.4 and F.1, the period of performance of the awarded Contract shall 

be for a one-year base period with four one-year option periods. [Exhibit 4 (¶ 9)].  

7.  OCP/DHCF held a Pre-Proposal Conference on November 8, 2012, as provided in RFP 

Amendment 0001 issued November 2, 2012.  In Amendments 0004 and 0005, both dated 

November 13, 2012, DHCF/OCP distributed written answers to questions by prospective 

offerors resulting from their reviews of the RFP and from the Pre-Proposal Conference. In 

Amendment 0004, the District stated that, by the RFP, the District was seeking to make 

awards to three MCO contractors, as indicated in original sections B.1.1 and L.1.1 of RFP 

DHCF-2013-R-0003 (Exhibit 1b, pages 2 and 262) and, to avoid a conflict on this issue, 

accordingly would revise RFP section C.1.1 (Exhibit 1b, page 7) . [Exhibit 4 (¶ 10)].  

8. By RFP Amendment 0009, issued November 29, 2012 (Exhibit 2), the Contracting 

Officer revised the closing date for submission of proposals. By this revision, the 

Contracting Officer returned the closing date to the original, final closing date of 

December 3, 2012. [Exhibit 4 (¶ 11)].   

9. By the closing date of December 3, 2012, several offerors submitted proposals pursuant to 

MCO RFP No. Doc70947/DHCF-2013-R-0003. Protester, D.C. Healthcare Systems, Inc., did 

not submit a proposal in its own name and neither did the current MCO contractor, D.C. 

Chartered Health Plan, Inc.  [Exhibit 4 (¶ 12)].   

10. The District has not made any awards under MCO RFP No. Doc70947/DHCF-2013-R-0003.  

[Exhibit 4 (¶ 13)].   

11. Currently, the District is evaluating the proposals under this RFP and expects to solicit best 

and final offers from appropriate offerors.  [Exhibit 4 (¶ 13)].  
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12. In connection with the District’s administration of performance of the predecessor MCO 

contract with D.C. Chartered Health Plan, the District’s Contract Specialist was aware that 

D.C. Chartered has been under the control of the Commissioner of the D.C. Department of 

Insurance, Securities, and Banking (“DISB” or “Rehabilitator”).  However, OCP/DHCF 

contract administration of the predecessor contract has not involved any contact with DISB 

by the Contract Specialist. Neither has the Contract Specialist had any contact with DISB 

concerning the solicitation of offerors under the New MCO RFP.  [Exhibit 4 (¶ 14)].    

 
B.  D.C. Healthcare Systems’ Protest Allegations.  

 
13. In its statement of facts, Protester has quoted from a series of e-mail communications in 

June 2012 between Counsel for D.C. Chartered and the General Counsel, D.C. Department 

of Insurance, Securities, and Banking. [Protest, pages 2-10]. 

14. Protester describes the relationship of these two parties as pertaining to the Commissioner’s 

control of Chartered “by an appointed ‘Rehabilitator’ pursuant to D.C. Code 31-1311 … and 

an Emergency Consent Order of Rehabilitation issued by the District of Columbia Superior 

Court.” [Protest, page 2]. DISB examination and oversight of Chartered utilizing consultants 

had been ongoing since about May 2012 well prior to the Emergency Consent Order of 

Rehabilitation. [See Exhibits 5, 6, 16]. 

15. Protester acknowledges that the Court-designated Rehabilitator, the DISB Commissioner, 

is empowered by D.C. Official Code 31-1312(c) to “take such action as deemed necessary 

or appropriate to reform and revitalize the insurer [D.C. Chartered].” [Protest, page 2]. 

Protester must also acknowledge that D.C. Chartered, by its sole shareholder and Board of 

Directors, consented to the jurisdiction of the Rehabilitator and the Court overseeing the 

rehabilitation. [Exhibit 13; see District’s Statement of Facts (“SOF”), ¶ 26, below]. 
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16. In the above-described e-mail communications, sent significantly prior to Chartered entering 

rehabilitation, the identified parties discussed the allegations that Protester characterizes 

here as violations of ethics and conflict of interest laws and regulations in connection with 

the ongoing examination by DISB of the financial condition of D.C. Chartered.  In these 

communications, the DISB representative informed the Chartered representative essentially 

that no conflicts were apparent to DISB and that DISB would monitor the situation to 

prevent conflicts. [Protest, pages 2-10].2 Protester does not contend that these 

communications involved any other non-DISB District personnel, e.g., personnel from the 

OCP.3

17. Protester further contends that the RFP is tainted by illegal collusive bidding. [Protest, pages 

1-14]. This allegation is based upon Protester’s alleged expectation that D.C. Chartered 

would submit a proposal pursuant to the RFP and its discovery on the proposal submission 

date of December 3, 2012, that D.C. Chartered had not done so – Protester alleges that its 

discovery occurred when its unidentified outside counsel received a DISB document, the 

Receiver’s Status Report on Chartered Health Plan Inc. (Exhibit 20) on that date. [Protest, 

page 10].

  These communications do not identify Protester as a participant in this dialogue 

about possible conflicts.   

4

                                                 
2 The communications from which these quotations in the Protest were extracted are included 
as Exhibits 7-12 to this Motion to Dismiss.     

 As Protester contends, that Status Report did state that D.C. Chartered did not file 

 
3  The DISB General Counsel did mention that DISB had “discussed the matter with the OAG 
ethics officer.” [Exhibit 11 (page 1)].    
 
4  If Protester truly discovered that D.C. Chartered would not submit a proposal only on Decem-
ber, 3, 2012,  it was not paying much attention to public postings by the Commissioner on the 
DISB web site. [See the documents cited at SOF ¶ 20, 30, and 31]. 
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a proposal but instead “entered a letter of intent with AmeriHealth Mercy regarding a 

potential transaction and AmeriHealth Mercy responded to the RFP.”  

18. Protester contends that its allegations of illegal collusive bidding are supported by its 

assumptions that actions of Dan Watkins and the Faegre law firm, allegedly conflicted 

representatives of the Rehabilitator, the DISB Commissioner, were collusive rather than 

appropriate actions pursuant to the Rehabilitator’ performance of its statutory duties. [Protest, 

pages 11, 13-14].  As shown in the District’s SOF, at Part C, below, Mr. Watkins and the  

Faegre law firm were authorized representatives of the Rehabilitator who were engaged, with 

the consent of D.C. Chartered, to facilitate the examination and rehabilitation of  D.C. 

Chartered.   

19. Protester has not alleged that the District procurement authorities were involved in any way 

with the actions of the Rehabilitator or his authorized agents and, in fact, they were not. The 

District’s Contract Specialist was aware that D.C. Chartered has been under control of the 

Commissioner of DISB, as Rehabilitator.  However, administration of the predecessor 

contract by OCP/DHCF has not involved any contact with DISB or the Rehabilitator by the 

Contract Specialist. Neither has the Contract Specialist had any contacts with the 

Rehabilitator or DISB concerning the solicitation of offerors under the RFP. [SOF, ¶ 12]. 

 
20. C.   Rehabilitation of D.C. Chartered by the Commissioner,  
21.     Department of Insurance, Securities, and Banking,  

 Pursuant to Title 31, Chapter 13 of the D.C. Official Code.  
 

20. As elaborated below, for some time, at least from early in 2012, the Commissioner, D.C. 

Department of Insurance, Securities, and Banking (“DISB”) has been engaged in examina-

tion, pre-rehabilitation and rehabilitation activities for D.C. Chartered, resulting in a court-
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ordered receivership. [See gen. Exhibit 17, DISB FAQ, Frequently Asked Questions on 

Rehabilitation of D. C. Chartered Health Plan, Inc.].   

21. Rehabilitation proceedings are conducted in accordance with District law, specifically Title 

31, Chapter 13, Insurers Rehabilitation and Liquidation Procedures, of the D.C. Official 

Code (2001).  

22. The Rehabilitator has “[a]ll powers of the directors, officers and managers of Chartered, 

whose authority is suspended except as may be re-delegated by the Rehabilitator.” He also 

has “[a]uthority to take such action as deemed necessary or appropriate to reform and 

revitalize Chartered.”  [D.C. Official Code § 31-1312(c); Exhibit 16, Emergency Consent 

Order of Rehabilitation, page 2].   

23. All rehabilitation proceedings must be commenced in the Superior Court of the District of 

Columbia, and the Superior Court has exclusive jurisdiction to entertain, hear or determine 

any complaint seeking any relief relating to such proceedings. [D.C. Official Code § 31-

1303(a), (b) & (e)]. As addressed in SOF paragraphs 28 and 29, below, the Superior Court 

appointed the Commissioner as Rehabilitator of D.C. Chartered and retains jurisdiction over 

the Rehabilitator’s work in this matter. 

24. The Superior Court granted the Rehabilitator “[a]uthority to take possession and control of 

Chartered's assets and administer them under the general supervision of the Court.” [Exhibit 

16, Emergency Consent Order of Rehabilitation, page 2; D.C. Official Code § 31-1311(a)]. 

25. On May 24, 2012, Maynard McAlpin, President and CEO of D.C. Chartered accepted terms 

of engagement for Daniel L. Watkins and the law firm Faegre Baker Daniels LLP (“FBD”). 

[Exhibits 5 and 6]. By accepting these terms, D.C. Chartered recognized, inter alia, that Mr. 

Watkins and FBD were engaged to represent the Commissioner in all matters pertaining to 
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the examination of Chartered, pursuant to District of Columbia law on insurance, as 

determined by the Commissioner. D.C. Chartered also agreed to pay the fees and expenses 

authorized by the Commissioner in the examination of Chartered.  [See, e.g., D.C. Official 

Code § 31-1402, Authority, scope, and scheduling of examinations]. 

26. On October 18, 2012, D.C. Chartered, through its Sole Shareholder, Jeffrey Thompson, and 

its Board of Directors, consented in writing to the commencement of rehabilitation pro-

ceedings and the filing of a Consent Petition for an Order of Rehabilitation and entry of an 

Order of Rehabilitation by the Superior Court of the District of Columbia. [Exhibit 13].  

27. On October 19, 2012, on behalf of the Commissioner, the District filed in the D.C. Superior 

Court an Emergency Consent Petition for an Expedited Order of Rehabilitation in District of 

Columbia v. DC Chartered Health Plan, Inc., Civil Action No. 2012 CA 8227. [Exhibit 15]. 

28. On October 19, 2012, the D.C. Superior Court filed its Emergency Consent Order of 

Rehabilitation in District of Columbia v. DC Chartered Health Plan, Inc., Civil Action No. 

2012 CA 8227 (Exhibit 16). In this Consent Order, the Superior Court granted the above 

Emergency Consent Petition and, pursuant to D.C. Official Code § 31-1311, appointed the 

Commissioner the Rehabilitator of Chartered, with “all powers of the directors, officers and 

managers of Chartered, whose authority is suspended except as may be re-delegated by the 

Rehabilitator” and authority to take other enumerated actions necessary to manage and 

administer the affairs of Chartered.  

29. As provided in D.C. Official Code § 31-1311(a), in its above Emergency Consent Order, the 

Superior Court granted the Rehabilitator “[a]uthority to take possession and control of 

Chartered's assets and administer them under the general supervision of the Court.” As 

provided in D.C. Official Code § 31-1312(c), the Court has also retained jurisdiction in this 
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matter “during Chartered's rehabilitation, and for purposes of granting such other and further 

relief as this cause and the interest of the policyholders, creditors, or the public may require.” 

[Exhibit 16]. 

30. Effective nunc pro tunc October 19, 2012, the Commissioner appointed Daniel L. Watkins 

Special Deputy to the Rehabilitator, with all the powers of the Rehabilitator under the Order 

and, inter alia, Title 31, Chapter 13 of the D.C. Official Code, for purposes of rehabilitating 

D.C. Chartered and for any related actions. This Order was executed November 2, 2012 and 

is posted to the DISB web site. [Exhibit 19, Order Appointing A Special Deputy]. 

31. On October 25, 2012, Commissioner William P. White testified at the Joint Oversight 

Roundtable on DC Chartered Receivership, before the D.C. Council Committee on Public 

Services and Consumer Affairs and the Committee on Health. Apropos of Protester’s 

contention that it did not know that Chartered would not submit a proposal pursuant to the 

RFP in its own name, Commissioner White noted that “(f)inding a qualified buyer and 

completing a purchase agreement within the timeline to allow Chartered to effectively 

compete for a new contract will be challenging. He also explained how the financial 

condition of the company dictated his approach to this rehabilitation. [Exhibit 18].5

 

       

  

                                                 
5  This testimony, in the record at Exhibit 18, is posted at http://disb.dc.gov/node/363252 on the 
DISB web site.  
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II. ARGUMENT  
 

 The District submits the following arguments in support of its two-part Motion to 

Dismiss. In deciding these motions, the Board need not evaluate the truth of the Protester’s 

allegations but only determine their sufficiency when measured against the jurisdictional 

requirements that we address in following arguments. The District contends that as a matter 

of law the Protest must be dismissed with prejudice on either of these grounds. 6

 

 

A.  The Board’s Subject Matter Jurisdiction and the 
D.C. Code’s Requirements for Standing to Protest  

  

The Board’s jurisdiction to hear protest cases is set forth in D.C. Official Code 

2-360.03(a)(1)7

(a) The Board shall be the exclusive hearing tribunal for, and shall 
review and determine de novo: 

 and the requirements are substantially matched in the Board Rules as set forth 

in D.C. Municipal Regulations, Title 27, § 300.1 (2002). Code 2-360.03(a)(1) provides that: 

 
(1) Any protest of a solicitation or award of a contract addressed to 

the Board by any actual or prospective bidder, offeror, or the 
contractor who is aggrieved in connection with the solicitation 
or award of a contract. 

 

                                                 
6  Protester’s contention that this protest is timely is also suspect. If Protester was truly paying 
attention, it should have discovered that D.C. Chartered would not submit a proposal well 
before its asserted discovery date of December, 3, 2012 – several public postings on the DISB 
web site in October and November 2012, Exhibits 17-19, so indicated.  [See the documents 
cited at SOF ¶ 20, 30, and 31 and several other documents on that site – the links to the 
documents are included in the District’s Index to Exhibits]. 
 
7  The Procurement Practices Reform Act (“PPRA”), District of Columbia Code §2-360.03(a)(1) 
is the controlling statute with respect to the Board’s jurisdiction. The Board has held that the 
current Code §2-360.03(a)(1) is identical to the former §2-309.03(a)(1).” Lorenz Lawn & Land-
scape, Inc., CAB No. P-0869, September 29, 2011, note 7 [2011 WL 7402964]. With respect to 
the Board’s protest jurisdiction, the terms of the PPRA do not differ at all from the PPA and the 
PPA cases cited below are equally applicable to this matter governed by the PPRA.    
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Thus, D.C. Official Code 2-360.03(a)(1) identifies the basic subject matter necessary to the 

Board’s protest jurisdiction as “a solicitation or award of a contract” and also identifies the 

entities or persons who may have standing to protest the solicitation or award of a contract. 

As defined in Board Rule 100.2, 27 DCMR § 100.2, and relevant to this protest, to have 

standing, a protester must be an aggrieved person, namely “an actual or prospective bidder or 

offeror (i) whose direct economic interest would be affected by the award of a contract or by 

the failure to award a contract, or (ii) who is aggrieved in connection with the solicitation of a 

contract.”  

 The Board thus has jurisdiction only if the protester has satisfied both of the above 

elements, namely that its protest relates to a District procurement and that the protesting 

entity is an actual or prospective offeror and is aggrieved. As is elaborated below, Protester 

has not met either of the required elements.   

 
B.  The Board Has No Jurisdiction Over the Subject Matter of This Protest  

 The allegations in this Protest by D.C. Healthcare Systems, Inc. do not relate directly to 

the solicitation or award of a District contract. This is made clear in the District’s Statement of 

Facts, at paragraphs 13–19, supra.  

 D.C. Healthcare’s allegations all relate to actions by authorized representatives of the 

Court-appointed Rehabilitator, and its agents that were performed in furtherance of the 

Rehabilitator’s non-procurement mission of working to rehabilitate, and make economically 

viable, D.C. Chartered pursuant to Title 31, Chapter 13, Insurers Rehabilitation and 

Liquidation Procedures, of the D.C. Official Code and the Rehabilitation Order thereunder 

(Exhibit 16) issued by the D.C. Superior Court.  In its own allegations, Protester has not 

attributed any of these actions to the procurement or program officials of the Office of 
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Contracting and Procurement or the Department of Health Care Finance in furtherance of the 

procurement process undertaken through the RFP.  The authority and actions of the 

Commissioner of DISB, as the Court-appointed Rehabilitator of D.C. Chartered 

(“Rehabilitator”), are not connected by Protester with the procurement process leading to the 

and involving the RFP to procure the services of Managed Care Organizations for District 

residents.  [SOF, ¶¶ 20-31]. 

 Because the Protester’s allegations all relate to the actions of the Rehabilitator, they do 

not relate to the solicitation or award of a District contract in the sense of the jurisdictional 

requirement for protest cases in D.C. Official Code 2-360.03(a)(1). As this Board has held, “the 

Contract Appeals Board is an administrative agency created by the Procurement Practices Act … 

with only those powers conferred either expressly or by necessary implication.” Black Enter-

tainment Television, CAB No. P-436, October 2, 1995, 1995 WL 817330 (“BET protest”).  

 Thus, in the BET protest, the Board held that it did not have jurisdiction to address the 

merits of the protester’s complaints under the following circumstances: 

 The Board concludes that the [Redevelopment Land Agency Board] did 
not use nor was it required to use the statutory and regulatory framework 
of the PPA in deciding which unsolicited proposal it would recommend 
to the Council in leasing this RLA-owned land. We further conclude that 
the PPA by itself does not authorize or empower us [to] hear protests 
arising under D.C. Code §§5-801 to 5-820. 

 
Therefore the Board dismissed the BET protest for lack of subject matter jurisdiction.8

                                                 
8  In its BET Opinion, the Board recognized that the D.C. Council’s legislative history of the 
PPA stated that: “The bill does not apply to agencies that have been granted statutory authority 
to enter into contracts.”  The Board also found that the RLA was one of those agencies that had 
been granted statutory authority to enter into contracts prior to the enactment of the PPA. 

 Black 

Entertainment Television, supra; see Metropolitan Service & Maintenance Corp., CAB No. 

P-388, Feb. 7, 1995, 1995 WL 214778 at 8 (Board lacked subject matter jurisdiction over the 
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renewal of a contract issued pursuant to the Bus Shelter Act, D.C. Law 3-67, which law was 

passed prior to the PPA and not amended or repealed by the PPA).  

 On the above authorities, the instant case should be considered to be outside the protest 

jurisdiction of the Board. The inapplicability of the PPRA to the rehabilitation activities under 

the above insurance laws is more clear and certain than the subject-matter-jurisdiction issues in 

the cited cases and other similar Board cases. In those cases, the protests related to contracts of 

the District or independent District agencies that were specifically exempted from the PPA, and 

now PPRA, according to its terms.  

 Here, the protested actions of the Rehabilitator and his agents were taken pursuant to a 

part of the D.C. Code that does not relate to procurement actions, but rather is designed to protect 

the District and its citizens from failures of insurance firms that operate in the District. These 

actions were taken after the informed consent of D.C. Chartered’s sole owner and Board of 

Directors to enter rehabilitation (SOF ¶¶ 25-26). [See gen. SOF ¶¶ 20-31; see, e.g., Exhibits 18 

and 20].   

 Furthermore, it is not only the authority of the Rehabilitator that the Protester here seeks 

to circumvent, but also the authority of the D.C. Superior Court. In its Emergency Consent Order 

of Rehabilitation for Chartered, the Superior Court made clear that it “retains jurisdiction in this 

matter during Chartered's rehabilitation, and for purposes of granting such other and further 

relief as this cause and the interest of the policyholders, creditors, or the public may require.”  

[Exhibit 16 and SOF ¶ ; see D.C. Official Code § 31-1312(c)]. Protester has not informed us 

whether it has sought relief for its plaints from the Superior Court or, if not, why not.  

 The essence of this Protest is that D.C. Healthcare, the sole owner of D.C. Chartered,  is 

dissatisfied with the rehabilitation actions taken by the Commissioner with respect to D.C. 
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Chartered. By closing its eyes and pretending to the Board that the statutory rehabilitation pro-

cess is a contract action, Protester seeks improperly to circumvent the Rehabilitator’s authority 

and that of the Superior Court under the District’s insurance laws. Protester’s dissatisfaction is 

remediable, if at all, by the Superior Court in its retained jurisdiction over the Chartered matter. 

 The Board must see this ploy for what it is and deny the protest for lack of subject 

matter jurisdiction.  

 
C.   Protester, D.C. Healthcare Systems, Inc., is Not an Aggrieved Party 

Because It Did Not Submit a Proposal and Because It Is Not 
Authorized to Pursue a Protest on Behalf of D.C. Chartered Health 
Plan, Inc. – Therefore Protester Has No Standing to Protest the RFP           
.                    
On this record, there is no question that Protester did not submit a proposal in response 

to the RFP. In a variety of factual situations, the Board has held that a protester that did not 

submit a bid or proposal was not an aggrieved party and thereupon dismissed the protests.  

1. Protester, D.C. Healthcare Systems, lacks standing because it did not 
submit a proposal pursuant to the RFP and does not otherwise possess 
the direct economic interest required by the PPRA                              .   

   
 The record is clear that Protester did not submit a proposal in its own name. The Board 

previously and on many occasions has held that a protester which did not submit an offer and did 

not show that it had the capacity to participate in the procurement or that it was aggrieved by 

agency action is not an interested party or aggrieved person. In one such case, finding that the 

protester could not “be considered a prospective bidder or offeror for the purpose of our juris-

diction,” the Board dismissed the protest for lack of standing in the protester. Tyrone F. General, 

CAB No. P-357, Feb. 19, 1993, 40 D.C. Reg. 4996, 4999 [1993 WL 763604]. In another such 

case,, the Board held that, “(h)aving failed to submit a bid or establish itself as a prospective 

bidder, protester cannot be considered to have a sufficient economic interest in the outcome of 
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the procurement.” 24/7 Computer Doctors, LLC, CAB No. P-0909 (Order on Motion to 

Dismiss), September 17, 2012 [2012 WL 4753873 at 3].  Protester does not explain why this 

failure to submit a proposal is not fatal to its standing, as by showing that it is a prospective 

offeror. 

 Plaintiff asserts that it has standing because it is an aggrieved part with a direct 

economic interest in the contracting process for the MCO RFP. [Protest, page 14]. Protester 

does not further explain this statement which is otherwise unsupported by the Board’s 

decision on standing. Below we show why Protester’s purported showing of standing is 

insufficient in law and fact.   

 The District concedes, as it must, that D.C. Healthcare Systems has some economic 

interest in the award of a contract to its subsidiary. See Integral Systems, Inc., B-405303.1 

(Comp. Gen.), 2011 CPD ¶ 161 [2011 WL 3796660 at 4]; Eagle Eyes Security Company, LLC, 

CAB No. P-0908, June 12, 2012 [2012 WL 4753872 at 3].  However, under the Board’s rulings, 

the economic interest of D.C. Healthcare Systems is not the same as, or equivalent to, the direct 

economic interest of an actual or prospective bidder that is contemplated and required by the 

PPRA for the Board’s protest jurisdiction to attach.   

The Board often has emphasized that the protester must have a direct economic interest in 

the procurement regardless of the nature of the issues raised. Recently the Board held that: 

Whether or not a protester is an interest [sic, interested] party is 
determined by the nature of the issues raised, the protester’s 
status in relation to the procurement, and the direct or indirect 
benefit or relief sought.  
 

Virginia E. Durbin, CAB No. P-0591, 46 D.C. Reg. 8693, 8694 [1999 WL 770211]. In Durbin, 

the Board then held that it had no jurisdiction over a protest of terms of a solicitation lodged by 

a potential subcontractor because its economic interest was not the direct economic interest of 
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an actual or prospective offeror contemplated by the then-current Procurement Practices Act. 

Accord, Mid-Atlantic Tennis Courts & Supplies, CAB No. P-0849, August 3, 2010 [2010 WL 

3947586].      

 In Eagle Eyes Security, the protester had not submitted a bid, but instead had sought to 

establish a subcontracting relationship with a prime contractor that would submit a bid in 

response to the Solicitation. The Board first recognized that, as a potential subcontractor, Eagle 

Eyes Security had some economic interest in offering services to a prime contractor. But the 

Board held that Eagle Eyes Security was not aggrieved and had no standing to protest because its 

economic interest was not the same as the direct economic interest of an actual or prospective 

bidder contemplated by the PPRA.  Eagle Eyes Security, supra. 

 The Integral Systems protest is close to the instant Protest on its facts and the reasoning 

for the Comptroller General’s denial of standing in that case is persuasive and we contend that 

it should control the result here. In Integral Systems, the Comptroller General addressed 

standing in the context of a protest by the parent of an incorporated, wholly owned subsidiary 

that had submitted a proposal but, during evaluation, had been excluded from the competitive 

range by the government.  

 The Comptroller General found in Integral Systems that the proposal was submitted by 

the incorporated, wholly owned subsidiary and that the government would have contracted 

with that subsidiary because the protester had not shown the subsidiary to be other than a 

separate and distinct legal entity from the protester.  Integral Systems, Inc., supra [2011 WL 

3796660 at 4].  Finally, rejecting the protester’s contention that it was an interested party 

because it would benefit from award of the contract, the Comptroller General stated that it had 

“no doubt that [protester] has an economic interest in the award of a contract to its 
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subsidiary… but that “[s]uch interest … is not the direct economic interest of an actual or 

prospective offeror contemplated by CICA.”9

 

  Integral Systems, Inc., supra.   

2. Protester, D.C. Healthcare Systems, lacks standing because it has not 
demonstrated that it is capable of performing to the RFP requirements.   

 
 Protester, D.C. Healthcare Systems, has not shown that it has the capacity to submit a 

proposal and or to perform a contract pursuant to the MCO RFP. As shown above, Protester 

does not currently control its subsidiary, D.C. Chartered Health Plan, Inc., because, by order of 

the Superior Court, D.C. Chartered is under the control of the Rehabilitator. Therefore D.C. 

Healthcare Systems could not propose to perform the District’s new MCO contract using D.C. 

Chartered, an experienced and current MCO contractor.  On this basis alone, the Board should 

dismiss the protest for lack of standing in the Protester.   

 The Board has held that a protester which did not submit an offer and did not show that 

it had the capacity to participate in the procurement or that it was aggrieved by agency action is 

not an interested party or aggrieved person. In one such case, the Board stated: 

… we are constrained to find from the facts extant that protestor has 
shown that he, in any way, was a potential competitor with sufficient 
economic interest in the procurements at issue. He certainly did not 
participate in the procurements, and he has not shown that he had the 
capacity to do so. 

 
Therefore, finding that the protester could not “be considered a prospective bidder or offeror 

for the purpose of our jurisdiction,” the Board dismissed the protest for lack of standing in the 

protester. Tyrone F. General, CAB No. P-357, Feb. 19, 1993, 40 D.C. Reg. 4996, 4999 [1993 

                                                 
9  Similarly to the PPRA, CICA (the federal Competition in Contracting Act of 1984) provides 
that the Comptroller General “only may decide a protest filed by an interested party, which the 
statute defines as an actual or prospective bidder or offeror whose direct economic interest would 
be affected by the award of the contract or by the failure to award the contract.” 31 U.S.C. 
§ 3551(2) (2010); 4 C.F.R. § 21.0 (2011).      



 
- 19 - 

 

WL 763604 at 3]. Accord, Schwing America, Inc., CAB No. P-0156, 38 D.C. Reg. 2963, 2967 

(Sept. 11, 1989) (Held that the protester was “neither an actual or prospective bidder because it 

does not have the capability to perform the prime contract at issue.”) (1989 WL 508677).  

 Similarly, in 24/7 Computer Doctors, LLC, supra, the Board held as follows:  

Lacking the capability to perform as a prospective prime 
contractor, protester cannot be considered a prospective 
bidder within the meaning of the statute.  

 
The Board concluded that, having failed to submit a bid or establish itself as a prospective 

bidder or to establish a sufficient economic interest in the outcome of the procurement, the 

protester, Computer Doctors did not have standing to pursue the protest. 

 The instant Protester did not submit a proposal pursuant to the RFP and has not attempted 

to show that it considered submitting a proposal in its own name or had the capacity to partici-

pate in the procurement. Therefore, D.C. Healthcare Systems should fare no better than 

Computer Doctors and should be found to have no standing here.   

 
3. Protester, D.C. Healthcare Systems, lacks standing to represent 

the interests in this RFP, if any, of D.C. Chartered                     . 
 
 D.C. Healthcare Systems has lodged the protest in its own name and has requested 

relief that would provide it an opportunity to submit a proposal pursuant to a new solicitation 

by the District.  However, it seems that, on the current record, Protester is not capable of 

performing the MCO contract contemplated by the RFP and perforce would need to use D.C. 

Chartered for most of that work. To the extent that Protester has such an intent, D.C. Health-

care Systems seems to be representing D.C. Chartered in the protest.  However, in Integral 

Systems, Inc., the Comptroller General held that a parent corporation was not an actual or 

prospective bidder or offeror and therefore did not qualify as an interested party under CICA 
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when its wholly-owned and incorporated subsidiary had submitted the proposal involved in the 

putative protest and would be the entity in privity with the government if its proposal were 

chosen for award. Integral Systems, Inc., supra, at 4.   

 We submit that, on the authorities addressed above, Protester lacks standing to represent 

the interests in this RFP, if any, of D.C. Chartered.                     

 
III. PROTESTER”S REQUESTS FOR HEARING AND DOCUMENTS   

 
 In the Protest, at pages 15-16, D.C. Healthcare Systems requests a hearing before the 

Board and requests production of many designated categories of documents.  The District 

submits that both requests are premature and should be addressed, if still appropriate, after the 

Board decides the District’s Motion to Dismiss. The request for documents is subject to Board 

Rule 309 which provides that discovery in protest cases is available to Protester “only with 

approval by the Board.”  We propose that, if the Board denies the District’s Motion to Dismiss, 

the issue of discovery by Protester be addressed if necessary after the District has filed its 

agency report pursuant to Rules 305 and 306.   

 
IV. DISTRICT’S REQUEST FOR RELIEF 

For all of the above reasons, Protester has failed to establish that the subject matter of 

its protest may properly be brought before this Board and also has failed to establish, under the 

facts herein, that D.C. Healthcare Systems, Inc., is an aggrieved person in the sense required by 

the PPRA.  On this record, therefore, there is no basis for finding that D.C. Healthcare 

Systems, Inc., has this standing. For either of these reasons, the Board should dismiss the 

Protest with prejudice.   
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 Accordingly, on the premises and facts set forth in this Motion to Dismiss, the District 

respectfully requests that the Board dismiss with prejudice the Protest of DC Healthcare 

Systems, Inc., in CAB No. P-0930.  

Respectfully submitted, 
 
 IRVIN B. NATHAN 
 Attorney General for the District of Columbia 

 
 SUSAN LONGSTREET   
 Deputy Attorney General 
 Commercial Division 
 
 
            /s/ 
 NANCY K. HAPEMAN 
 Chief, Procurement Section 
       
       

     /s/ 
 JON N. KULISH 
 Assistant Attorney General 
  D.C. Bar No. 378722 
 441 4th Street, N.W., Suite 700 South 
 Washington, D.C. 20001 
 (202) 442-9756       
 (202) 741-5228 (fax) 
  
       

     /s/ 
 TALIA SASSOON COHEN 
 Assistant Attorney General 
  D.C. Bar No. 429303 
 441 4th Street, N.W., Suite 700 South  
 Washington, D.C. 20001 
 (202) 724-8074 
 (202) 741-5228 (fax) 
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CERTIFICATE OF SERVICE 

 
I hereby certify that on the filing date for this Motion, January 10, 2013, for reasons 
stated herein, the District served on Protester through listed counsel, by File & Serve, a 
copy of the foregoing District of Columbia’s Motion to Dismiss for Lack of Subject 
Matter Jurisdiction and Standing in Response to the Protest of D.C. Healthcare Systems, 
Inc. in CAB No. P-0930. 

 

Daniel B. Abrahams, Esq.     
Shlomo D. Katz, Esq. 
Brown Rudnick LLP 
601 13th Street NW - Suite 600 
Washington DC 20005 

 
        
 
 
                            /s/                          . 
          Jon N. Kulish  
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EXHIBIT 14 



DISTRICT OF COLUMBIA CONTRACT APPEALS BOARD 
 
PROTEST OF: 
 
DC HEALTHCARE SYSTEMS, INC. ) 
 )  CAB No. P-0930 
Solicitation No: DHCF-2013-R-0003 ) 
 
  

For the Protester: Daniel B. Abrahams, Esq., Shlomo B. Katz, Esq., Brown Rudnick LLP.  
For the District of Columbia Government: Jon N. Kulish, Esq., Talia S. Cohen, Esq., Office of 
the Attorney General. 
 
 Opinion by Administrative Judge Monica C. Parchment, with Chief Administrative Judge 
Marc D. Loud, Sr. and Administrative Judge Maxine E. McBean, concurring. 

 
ORDER DISMISSING PROTEST 

Filing ID #49821131 

 
This protest arises in connection with the District’s solicitation for managed care 

organizations to provide healthcare services to the District’s Medicaid eligible population.  The 
protester, DC Healthcare Systems, Inc., alleges collusion and various other improprieties in the 
District’s management of protester’s wholly-owned subsidiary, DC Chartered Health Plan, Inc., 
which it alleges caused both the protester and the subsidiary to not respond to the solicitation.  
The Board finds that (1) we lack jurisdiction over the subject matter of protester’s allegations; 
and (2) the protester lacks standing to bring the protest. Accordingly, we dismiss the protest. 

FACTUAL BACKGROUND 

DC Chartered Health Plan, Inc. (“Chartered”), a wholly-owned subsidiary of the 
protester, is an incumbent contractor providing healthcare services to those enrolled in the 
District of Columbia Healthy Families Program.  (Protest 1-2.)  The provision of these services, 
on behalf of the District of Columbia Department of Health Care Finance (“DHCF”), serves as 
Chartered’s sole source of operating revenue. (Id. at 10.)  Chartered’s current contract with 
DHCF expires on April 30, 2013.  (Dist. Ex. 3.) 

On November 1, 2012, the District of Columbia Office of Contracting and Procurement 
(“OCP”), on behalf of DHCF, issued Request for Proposals No. DHCF-2013-R-0003 (the 
“Solicitation”).  (Dist. Ex. 1.)  The Solicitation sought offerors to provide healthcare services to 
the District’s Medicaid eligible population under the District of Columbia Healthy Families 
Program through April 30, 2018.  (Dist. Ex. 1 ¶ B.1.)  The Solicitation anticipated making 
awards to up to three offerors for such services.  (Id.)  Under Amendment 9 to the Solicitation, 
proposals were due on December 3, 2012.  (Dist. Ex. 2.)  Neither the protester nor Chartered 
submitted a proposal in response to the Solicitation, or otherwise challenged the terms of the 
Solicitation before proposals were due.  (Protest 10, 15.)   
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The District of Columbia Department of Insurance, Securities & Banking (“DISB”), 
pursuant to a Superior Court Order of Rehabilitation, is the court-appointed Rehabilitator of 
Chartered’s affairs.  (Dist. Ex. 16.)  As Rehabilitator, DISB is empowered to “take such action as 
deemed necessary or appropriate to reform and revitalize” Chartered.  D.C. CODE § 31-1312(c) 
(2001). To assist it in managing the affairs of Chartered, DISB hired Daniel L. Watkins and 
Faegre Baker Daniels, LLP (“Faegre”), as examiners pursuant to D.C. CODE § 31-1401 et seq.  
(Protest 2-3.)  On December 3, 2012, DISB issued a status report in which it explained why 
Chartered had not submitted an offer in response to the Solicitation.  (Dist. Ex. 20.)  This report 
from DISB indicated that AmeriHealth Mercy and Chartered had established some type of 
partnering arrangement, but that only AmeriHealth Mercy was directly responding to the RFP as 
the prime contractor.  (Id. at 2.)     

The protester submits that if it had known that Chartered was not submitting an offer, it 
would have prepared its own response to the Solicitation.  (Protest 15.)  The protester filed the 
present protest on December 17, 2012, raising three related protest grounds and requesting that 
the Board cancel the Solicitation.   

Protest Allegations 

  The protester first alleges that various conflicts of interest have tainted the present 
procurement.  (Protest 11-12.)  In its protest, the protester quotes, at length, its June 2012 
communications with DISB in which the protester and Chartered alleged that DISB’s examiners, 
Watkins and Faegre, had impermissible conflicts of interest in violation of D.C. CODE § 31-1405 
(2001).  (Id. at 2-10.)  Protester alleges that Watkins is the brother of Chartered’s former Chief 
Operating Officer. (Id. at 2.)  The protester also alleges that, in addition to its work with 
Chartered, Faegre also (1) represents various Blue Cross Shield entities, including AmeriHealth 
Mercy; (2) is a registered lobbyist for AmeriHealth Mercy of Indiana; and (3) represents United 
Healthcare, another bidder and competitor, which had also expressed an interest in acquiring 
Chartered.  (Id. at 3, 10.)  The protester alleges that these “conflicts of interest […] preclude full 
and open competition and a fair award.”  (Id. at 11.)   

Second, the protester alleges that the conflicts of interest described above resulted in 
collusive bidding when DISB decided that Chartered would not respond to the Solicitation, but 
would instead partner with AmeriHealth Mercy.  (Id. at 13.) Finally, the protester argues that 
DISB’s decision not to have Chartered submit a proposal in response to the Solicitation 
constituted an illegal restraint on trade in violation of D.C. CODE § 28-4501 et seq.  (Id.)   

Motion to Dismiss 

The District moved to dismiss the protest on January 10, 2013, arguing that the Board 
lacks jurisdiction to hear the protest, and that the protester lacks standing.  More specifically, the 
District argues that the Board lacks jurisdiction because the protester’s allegations do not directly 
relate to the solicitation or award of a contract.  (Dist. Mot. to Dismiss 12.)  Rather, the District 
argues that the protest arises from the protester’s dissatisfaction with the Rehabilitator’s actions 
as they relate to Chartered.  (Id. at 14-15.)  The District further argues that the protester lacks 
standing to bring the present protest because the protester did not submit an offer in its own 
name, and the protester has not demonstrated that it has the capacity to perform as a prime 
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contractor. As such, the District argues that the protester lacks a direct economic interest in the 
outcome of the procurement, which is necessary to establish standing before the Board.  (Id. at 
15-19.)  Finally, citing Integral Systems, Inc., B-405303.1, 2011 CPD ¶ 161 (Aug. 16, 2011), the 
District argues that the protester lacks standing to represent the interests of its subsidiary, 
Chartered, in this protest before the Board.1  (Id. at 19-20.) 

The protester filed its opposition to the District’s motion to dismiss on January 25, 2013.  
The protester argues, broadly, that the actions protested violate the anti-collusion provisions in 
“the District of Columbia Procurement Code,” and therefore that the Board has jurisdiction over 
its protest.  (Protester’s Opp’n to Mot. to Dismiss 15-17 (citing DC CODE § 2-354.15 (2011)).)  
The protester further argues that it has standing to bring the protest in its own right as a 
prospective offeror denied an opportunity to compete for the underlying contract and asserts that 
it has the capability to perform the disputed contract.  (Id. at 11-15.)  

After the Board’s review of this matter, and the underlying record, we find that the Board 
lacks jurisdiction over the present protest for the reasons discussed below. 

DISCUSSION 

Before considering the merits of protester’s allegations, the Board must first determine 
(1) whether it has subject matter jurisdiction over the claims raised in the instant protest; and (2) 
whether protester has standing to bring this protest—that is, whether protester is an “aggrieved 
person,” as defined in D.C. MUN. REGS. tit. 27, § 100.2(a) (2002).  

 Jurisdiction 

 The Board has exclusive jurisdiction over any “protest of a solicitation or award of a 
contract…by any actual or prospective bidder, offeror, or the contractor who is aggrieved in 
connection with the solicitation or award of a contract.”  D.C. CODE § 2-360.03(a)(1) (2011).  
The Board’s statutory protest jurisdiction, however, is limited to deciding whether a solicitation 
or award of a contract was made in accordance with applicable procurement law and regulations, 
and the terms of the solicitation.  D.C. CODE § 2-360.08(d).  In this regard, the District asserts 
that the present protest is not a “protest of a solicitation or award of a contract,” but instead 
consists of a series of allegations by the protester concerning conduct by District officials (and 
agents) that were not responsible for issuing the solicitation, evaluating offers, or awarding the 
resulting contract in this procurement.  (Dist. Mot. to Dismiss 12-13.) 

While the District asserts that this is a protest against the actions of the Rehabilitator, and 
not against the actions of procurement officials, the protester, on the other hand, argues that its 
protest “does not require the [Board] to rule directly on the propriety or impropriety of the acts of 
the Rehabilitator.”  (Protester’s Opp’n to Mot. to Dismiss 8.)  However, the Board notes that all 
of the protester’s protest allegations center on actions taken by DISB and its agents acting as 

                                                 
1 The District filed its Motion for Leave to File Reply to Protester’s Opposition to the District of Columbia’s Motion 
to Dismiss (“Reply”) on February 5, 2013, which the Board grants.  In its Reply, the District reiterated many of the 
arguments contained in its initial brief, and included with its Reply separate Declarations by the Rehabilitator and by 
the Contracting Officer, which effectively state that, contrary to Protester’s allegations, said individuals acted 
independently and without collusion.  (See generally Reply Ex. A, Ex. B.) 
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Rehabilitator for Chartered, which the protester effectively admits in its opposition.  (Id.)  
Specifically, as set forth above, the thrust of the protest alleges that DISB’s decision that 
Chartered would not submit an offer in response to the Solicitation was improper because it 
resulted from the influence of agents who had conflicts of interest including, specifically, Mr. 
Watkins and Faegre, that unduly influenced Chartered not to bid for the contract.  Accordingly, 
the Board finds that the protest, in fact, largely challenges the propriety of the conduct of the 
Rehabilitator, and its agents, and not that of the procuring agency – OCP on behalf of DHCF – 
that issued the Solicitation.   

Nevertheless, while the protester does not allege any improper acts directly on the part of 
OCP or the contracting agency, DHCF,2 the protester still argues that any anti-competitive 
behavior by the Rehabilitator and its agents must be ascribed to the District as a whole, 
presumably to include the procuring agencies OCP and DHCF. (Id. at 6.)  Although the Board 
has, on occasion, held that knowledge of the actions of one District official can be imputed to 
another, such imputation would require evidence of close cooperation between said officials. See 
Fort Myer Constr. Corp., CAB No. D-859, 40 D.C. Reg. 4655, 4677 (Nov. 3, 1992) (holding 
that the District project manager’s knowledge of contractor’s performance must be imputed to 
the contracting officer, because the project manager “had a duty to report matters concerning 
performance of work” to the contracting officer).  Here, on the other hand, there is no evidence 
of an ongoing communication line between DISB and its agents and OCP and DHCF that would 
require that the Board impute any knowledge to OCP and DHCF regarding the Rehabilitator’s 
conduct in managing Chartered, or to find that collusion occurred between these agencies that 
tainted the protested Solicitation.  

In addition to the fact that this protest is not directly related to the Solicitation, the 
protester also seeks to have the Board adjudicate statutory provisions unrelated to the 
procurement matters within the statutorily-prescribed jurisdiction of the Board, because the 
protester is effectively challenging the actions of the Rehabilitator’s deputies appointed under 
D.C. CODE § 31-1312(a) (2001).   Indeed, the Board would be required to interpret the conflict of 
interest provision at D.C. CODE § 31-1405 (2001), enacted under a statutory scheme regulating 
the insurance industry, in connection with the protester’s allegation that the Rehabilitator’s 
agents had unmitigated organizational and personal conflicts of interest.  Further, as set forth in 
the statutory provisions concerning antitrust violations, the protester’s allegations that Watkins 
and Faegre illegally restrained trade through their involvement with Chartered’s no-bid decision 
are matters for the District of Columbia Attorney General to review in enforcing the District’s 
antitrust laws, and for individuals who wish to seek civil remedies through the courts.  See D.C. 
CODE §§ 2-354.15, 28-4506, 28-4507, 28-4508; see also Great South Bay Marina, B-296335, 
2005 CPD ¶ 135 at 6 (July 13, 2005) (holding that allegations of antitrust violations are not 
reviewable under GAO’s bid protest function); Shel-Ken Props., Inc.; McSwain & Assocs., Inc., 
B-261443, B-216443.2, 95-2 CPD ¶ 139 at 3 (Sept. 18, 1995) (“If the contracting officer 
suspects collusion, the matter should be referred to the Attorney General.”).  

                                                 
2 At most, the protest asserts that DHCF had knowledge of Chartered’s rehabilitation.  (See Protest 12.)  In its 
opposition to the District’s motion, the Protester further asserts that DHCF had knowledge that Chartered would not 
submit an offer prior to the submission deadline.  (See Protester’s Opp’n to Mot. to Dismiss 7, 16.)  However, this 
still does not establish that DHCF acted improperly in relation to this procurement, as there is nothing inherently 
unusual or improper in an incumbent not bidding on a follow-on contract. 
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Therefore, based upon these factors, we find that the nature of the protester’s allegations 
do not constitute a challenge against a solicitation or award of a contract as contemplated by 
D.C. CODE § 2-360.08 and, moreover, concern matters beyond the jurisdiction of this Board.    

Standing 

In response to the District’s allegation that the Protestor lacks standing, the Board finds 
that protester is not an “aggrieved person,” as defined in D.C. MUN. REGS. tit. 27, § 100.2(a), and 
therefore has no standing to bring the instant protest.  This Board has repeatedly held that “[i]n 
order to have standing an actual or prospective bidder or offeror must show that it has suffered, 
or will suffer, a direct economic injury as a result of the alleged adverse agency action. M.C. 
Dean, Inc., CAB No. P-528, 45 D.C. Reg. 8746, 8749-50 (Apr. 16, 1998) (citing District of 
Columbia v. Grp. Ins. Admin., 633 A.2d 2, 18-19 (D.C. 1993)); accord MorphoTrust USA, Inc., 
CAB No. P-924, 2012 WL 6929398 (Nov. 28, 2012).  

In MorphoTrust, the protester was excluded from competition due to the rigorous 
specifications included with the solicitation.  CAB No. P-924, 2012 WL 6929398.  The Board 
held that despite that protester’s inability to submit a responsive proposal, the protester 
nonetheless had standing because it could allege that it had been denied the opportunity to 
compete, and/or had been excluded from consideration “due to defects in the government’s 
specifications.”  Id. (citing Recycling Solutions, Inc., CAB No. P-0377, 42 D.C. Reg. 4550, 4575 
(Apr. 15, 1992)).  In the instant case, and under the same rationale, the facts reflect that neither 
OCP nor DHCF (the District agencies responsible for the procurement) have denied the protester 
the opportunity to compete. Nor has the protester been excluded from consideration due to 
defects in the solicitation, or other acts by procurement officials that could have precluded this 
protester from submitting a responsive proposal.  Essentially, it appears to the Board that the 
protester learned too late that Chartered was not going to bid for the contract, and once it learned 
this fact, the District’ deadline for submission of proposals had passed.  In short, these facts 
indicate that the protester was not an actual, or a prospective, offeror in this procurement given 
that the protester clearly had no original intention to bid on the contract before it later learned 
that Chartered had not submitted a proposal.   

Finally, the Board notes that the protester’s status as the parent company of Chartered 
would not, by itself, give the protester the direct economic interest in the procurement that is 
required to show standing.  In Integral Systems, Inc., the parent company of an offeror protested 
the exclusion of its wholly-owned subsidiary from the competitive range.  Integral Systems, Inc., 
B-405303.1, 2011 CPD ¶ 161 (Aug. 16, 2011).  Although the Government Accountability Office 
(“GAO”) agreed that the protester, as the offeror’s corporate parent, had an economic interest in 
the procurement, GAO held that the protester did not have standing because this interest was not 
the direct economic interest required by federal statute.  Id. at 5 (citing Allied Tube & Conduit, 
B-252371, 93-1 CPD ¶ 345 at 2 (Apr. 27, 1993)).  Similarly, in the instant case, while the 
protester has an economic interest in Chartered’s future as a contractor for the District, this 
interest is not a direct one.  Thus, the protester cannot demonstrate standing solely by virtue of its 
status as the parent company of Chartered.  
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CONCLUSION 

For the foregoing reasons, the Board holds that the present protest is not a protest of a 
solicitation or award of a contract as defined by statute and, therefore, is beyond the scope of our 
protest jurisdiction.  D.C. CODE § 2-360.03(a)(1).  We also hold that the protester is not an 
“aggrieved person,” as defined in D.C. MUN. REGS. tit. 27, § 100.2(a), and therefore has no 
standing to bring the instant protest.  Accordingly, the protest is hereby DISMISSED with 
prejudice. 

 
SO ORDERED. 
 
 
Date:  February 27, 2013  /s/ Monica C. Parchment  
 MONICA C. PARCHMENT 
 Administrative Judge 
 
CONCURRING: 
 
/s/ Marc D. Loud, Sr.      /s/ Maxine E. McBean 
MARC D. LOUD, SR.     MAXINE E. MCBEAN 
Chief Administrative Judge     Administrative Judge 
 
 
Electronic Service: 
 
Daniel B. Abrahams 
Shlomo D. Katz 
Brown Rudnick LLP 
601 13th Street, N.W., Suite 600 
Washington, D.C. 20005 
 
Jon N. Kulish 
Talia S. Cohen 
Office of the Attorney General 
441 4th Street, N.W., Suite 700 S 
Washington, D.C. 20001 
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QUESTIONS AND ANSWERS ABOUT D.C. CHARTERED HEALTH PLAN INC. 
February 22, 2013 

The special deputy rehabilitator for the company, Daniel L. Watkins, answers questions about 
Chartered’s recent status report and petition to approve the sale of certain Chartered assets to 
AmeriHealth, a national leader in government-sponsored managed-care health services. 

What is AmeriHealth purchasing from Chartered? 

AmeriHealth is purchasing certain assets of Chartered, not its stock or liabilities (except 
those specifically identified in the Asset Purchase Agreement).  AmeriHealth is seeking a new 
Medicaid contract with the District.  If it is successful in securing the contract, it would hire most 
of Chartered’s employees and utilize Chartered’s provider network. 

What happens if AmeriHealth does not secure a Medicaid contract with the 
District? 

AmeriHealth is not required to close on the Asset Purchase Agreement if it is not 
successful in securing the Medicaid contract with the District.  In that case, the rehabilitator 
would continue to marshal Chartered's assets, resolve Chartered's liabilities and wind down 
Chartered’s affairs after the expiration of its current Medicaid contract April 30. 

How much is AmeriHealth paying for Chartered's assets? 

AmeriHealth has agreed to pay $5 million and provide significant services for the 
rehabilitation at no cost to Chartered after Chartered’s contract ends.  AmeriHealth will also 
capitalize its new company in an amount expected to be in excess of $30 million. 

In addition, if the transaction is approved and closes, most of Chartered’s employees will 
have jobs with AmeriHealth. 

Chartered’s financial advisor, Keefe, Bruyette & Woods, believes the transaction 
represents a reasonable reflection of any inherent value in Chartered’s business operations in its 
current state, given the significant challenges—legal and financial—described in the first report 
to the court. 

What are the premium-claims assets which Chartered is keeping? 

Chartered has filed claims with the District for retrospective adjustments owed for costs 
Chartered  incurred due to contract changes the District made in 2010.   

The increased costs are primarily due to expensive HIV medications heavily utilized by 
enrollees in the city’s own health-care program for the poor, D.C. Healthcare Alliance, who were 
shifted onto Medicaid coverage with expanded pharmacy benefits.   
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Chartered’s contract with the Department of Health Care Finance provides for an 
equitable adjustment to pay for losses when there is a change to the contract, such as the switch 
to Medicaid coverage for certain Alliance members. 

The rehabilitator is seeking an expedited review and, hopefully, resolution of these claims 
with the District.  The claims represent a substantial portion of Chartered’s assets, and Chartered 
needs to realize fair value on the claims to meet its liabilities under its current Medicaid contract. 

Has Chartered’s holding company or its shareholder responded to Chartered’s 
demand to provide satisfactory documentation for transactions with Chartered Family 
Health Center or repayment of the amounts in question?  What about federal income tax 
refunds due Chartered by the holding company? 

DC Health Systems Inc., Chartered’s parent company, has asked for additional 
information and documentation regarding amounts claimed by Chartered from the parent 
company and/or its shareholder.  Chartered is providing the parent company updated 
documentation and reconciliations on related party accounts.  The rehabilitator will continue to 
seek satisfactory documentation and recovery of income-tax refunds and other related party 
payments determined to be due from the parent company and its shareholder. 

Will providers be paid for the services currently being provided to Chartered 
enrollees? 

Chartered intends to marshal and utilize all available assets to pay provider claims.  A 
significant portion of Chartered’s assets are illiquid and currently not available—over $60 
million in retrospective premium claims filed with the Department of Health Care Finance and 
approximately $12 million in assets pledged to Cardinal Bank. 

The rehabilitator is seeking an expedited review, and, hopefully, timely resolution of 
those claims with the District so that providers can be paid in full.   
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