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TO THE HONORABLE ERNEST M. ROBLES, UNITED STATES BANKRUPTCY
JUDGE, THE UNITED STATES TRUSTEE, AND ALL PARTIES-IN-INTEREST HEREIN:

PLEASE TAKE NOTICE that a hearing will be held on June 2, 2021, at 10:00 a.m., at the
above-referenced location for the Court to consider the joint motion (“Motion”) filed by Verity Health

System of California, Inc. (“VHS”) and the above-referenced affiliated post-effective date debtors in

the above-captioned chapter 11 bankruptcy cases (collectively, the “Post-Effective Date Debtors”),

together with the Liquidating Trustee (the “Liquidating Trustee,” and together with the Post-Effective

Date Debtors, “Movants”) of the VHS Liquidating Trust established pursuant to the Modified Second
Amended Joint Chapter 11 Plan of Liquidation (Dated July 2, 2020) of the Debtors, the Prepetition
Secured Creditors, and the Committee [Docket No. 5466] (the “Plan”)!, confirmed by the order

entered August 14, 2020 [Docket No. 5504] (the “Confirmation Order”), and that certain Liquidating

Trust Agreement, dated as of September 5, 2020 [Docket No. 6043] (the “Trust Agreement”), for an

order authorizing the Liquidating Trustee to undertake a final distribution program (the “Final

Distribution Program”), as described more fully below, to pay a 15-25% recovery to holders of allowed
Administrative Claims (as defined in the Plan) entitled to payment out of the Administrative Claims
Reserve (as defined in the Plan), depending, ultimately, on available cash and total allowed
administrative claims entitled to share in the Administrative Claims Reserve. The proposed Final
Distribution Program would begin with an interim payment of 15% of the value of each allowed and
currently unpaid Administrative Claim (i.e., payment of the aggregate amount of approximately
$3.75 million on a pro rata basis to holders of all currently allowed and unpaid Administrative
Claims), followed by a final payment on a pro rata basis in an amount to be determined by the
Liquidating Trustee at a later date based on the final total of allowed Administrative Claims and
available funds. Thereafter, no further payments will be made on account of any Administrative
Claims, and the duty of the Liquidating Trustee and the Post-Effective Date Debtors to make any

payments on account of Administrative Claims shall be deemed satisfied and discharged.

! Unless otherwise defined herein, all capitalized terms have the definitions set forth in the Plan.

2
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PLEASE TAKE FURTHER NOTICE that the Motion is based on the facts and legal
analysis set forth in the Memorandum of Points and Authorities attached to the Motion, the Declaration
of Peter Chadwick attached to the Motion, the record in these cases, any other evidence properly before
the Court prior to or at the hearing on the Motion, and all matters of which this Court may properly
take judicial notice.

PLEASE TAKE FURTHER NOTICE that any objections to the relief requested in this
Motion must (1) be filed with the Clerk of the Court and be served on the respective professionals no
later than May 19, 2021 and (2) be in the form required by Local Bankruptcy Rule 9013-1(f).

PLEASE TAKE FURTHER NOTICE that, pursuant to Local Bankruptcy Rule 9013-1(h),
the failure to file and serve a timely objection to the Motion may be deemed by the Court to be consent
to the relief requested.

Dated: Los Angeles, California

May 11, 2021

MILBANK LLP
By: Mark Shinderman
By:  /s/ Mark Shinderman

MARK SHINDERMAN
JAMES C. BEHRENS

Attorneys for the Liquidating Trustee

DENTONS US LLP
By: Tania M. Moyron
By:  /s/ Tania M. Moyron

SAMUEL R. MAIZEL
TANIA M. MOYRON

Attorneys for the Post-Effective Date Debtors and
Special Counsel to the Liquidating Trustee
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MEMORANDUM OF POINTS AND AUTHORITIES

I. INTRODUCTION

1. Section 15.3 of the Plan established an Administrative Claims Reserve of $52,749,000
for allowed Administrative Claims (plus a separate $30 million Nonrefundable Deposit from which
SGM had recourse in the event that its Administrative Claim was allowed). See Plan at § 15.3 and
Confirmation Order, 9 24 at 36. The Plan also stated that, “All Administrative Claims that become
Allowed after the Effective Date shall be paid solely from the Administrative Claims Reserve”
(emphasis added) and that holders of Administrative Claims shall have no recourse to other funds.
Plan at § 15.3.

2. Exhibit D to the Plan Supplement filed on August 12, 2020 [Docket No. 5468] (the
“15.3 Exhibit”) set forth line items for the filed and anticipated “ordinary course” Administrative
Claims. The ordinary course Administrative Claims in these cases, including employee benefit claims
and out-of-network claims, are significantly higher than had been anticipated at confirmation. As a
result, it has become clear that the Administrative Claims Reserve will not be sufficient to pay all
allowed Administrative Claims in full. While the Liquidating Trustee has adjudicated most of the
currently anticipated claims, claims continue to be submitted for ordinary course services provided
during the bankruptcy cases.

3. The Liquidating Trustee is cognizant of the construct of the Plan related to the
Administrative Claims, and at the same time desires to create a solution for holders of allowed
Administrative Claims. Consequently, the Liquidating Trustee seeks authorization for a Final
Distribution Program to pay a 15-25% recovery to holders of allowed Administrative Claims entitled
to payment out of the Administrative Claims Reserve, depending, ultimately, on available cash and
total allowed Administrative Claims entitled to share in the Administrative Claims Reserve. The Final
Distribution Program would begin with an interim payment of 15% of the value of each allowed and
currently unpaid Administrative Claim (i.e., payment of the aggregate amount of approximately
$3.75 million on a pro rata basis to holders of all currently allowed and unpaid Administrative
Claims), followed by a final payment on a pro rata basis in an amount to be determined by the

Liquidating Trustee at a later date based on the final total of allowed Administrative Claims and

4
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available funds. Thereafter, no further payments will be made on account of any Administrative
Claims, and the duty of the Liquidating Trustee and the Post-Effective Date Debtors to make any

payments on account of Administrative Claims shall be deemed satisfied and discharged.

II. STATEMENT OF RELEVANT FACTS

A. General Background

4. On August 31, 2018, (the “Petition Date”), VHS and its affiliated pre-effective date
debtors and debtors in possession (the “Debtors™”) each filed a voluntary petition for relief under
chapter 11 of the Bankruptcy Code. By entry of an order of the Bankruptcy Court [Docket No. 17],
the cases are currently being jointly administered. Since the commencement of their cases, the Debtors
have been operating their businesses as debtors in possession pursuant to §§ 1107 and 1108.

5. This Court confirmed the Plan on August 14, 2020, and the Plan became effective on
September 4, 2020 (the “Effective Date™).
B. Establishment of the Administrative Claims Reserve

6. Section 15.3 of the Plan sets forth the procedure for submitting Administrative Claims
and provides that payment of allowed Administrative Claims is subject to the Administrative Claims
Reserve. The Post-Effective Date Debtors initially estimated that Administrative Claims to be filed
by the Administrative Claims Bar Date would total approximately $14,024,133, and ordinary course
Administrative Claims, which did not require any filing by a claimant, would total approximately
$38,725,294. Together with the $30 million Nonrefundable Deposit (as defined in the Plan) related
to the SGM Sale (as defined in the Plan), the total Administrative Claims Reserve pursuant to Section
15.3 of the Plan was determined to be $82,749,427. See the 15.3 Exhibit at 1-2. Pursuant to the
express terms of the Confirmation Order, the Court approved the establishment of the Administrative
Claims Reserve, in the amount of $52,749,427, as the sole source of payment for the aggregate amount
of all allowed Administrative Claims (not including the deposit in the amount of $30 million related
to the SGM Sale which is not available to pay Administrative Claims other than Administrative Claims

held by SGM). See Confirmation Order, § 24 at 36.
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7. Prior to the Effective Date, the Debtors added $2,799,840 to the Administrative Claims
Reserve based on resolution of Plan objections, bringing the total of the reserve to $85,549,268
(including the $30 million SGM deposit).

C. Payments Made on and after the Effective Date

8. On or about the Effective Date, the Debtors paid approximately $21,871,168 to holders
of such Administrative Claims that had been allowed as of the Effective Date, leaving $63,678,100
(including the $30 million SGM deposit), which amount was transferred to the Administrative Claims
Reserve held by the Liquidating Trust. Since the Effective Date, the Liquidating Trust has paid
approximately $30,582,032 to holders of filed Administrative Claims allowed after the Effective Date,
for total payments to such Administrative Claimants of approximately $52,453,200.

9. In the months following the Effective Date, the Debtors paid certain ordinary course
Administrative Claims related to employees and hospital operations, particularly given their
obligations under various asset purchase agreements and document retention obligations under the

Plan and various Court orders, including the following groups of claims:

15.3 Claims Paid In-Full

(5 000's)

Cures Required under St. Francis APA (173)
Tax Claims (33)
GRM Settlement (573)
Employee Health Claims (10,139)
Hospital Costs (1,658)
Out of Network Healthcare Providers (14,955)
Risk Pool (3,050)
Total Claims Paid in Full S (30,582)

D. Approximately $5,374,157 Remains in the Administrative Claims Reserve

10. Since the Effective Date, the amount of the ordinary course Administrative Claims that
have been asserted is significantly higher than anticipated, including employee benefit claims and out-
of-network claims. Currently, there is approximately $5,374,157 in the Administrative Claims

Reserve to be used to pay all remaining allowed Administrative Claims, which may total more than




Cﬂse 2:18-bk-20151-ER Doc 6475 Filed 05/11/21 Entered 05/11/21 14:50:10 Desc

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Main Document  Page 7 of 25

$25 million (not including the deposit in the amount of $30 million related to the SGM Sale held in a
separate, segregated account).
E. The Liquidating Trustee Proposes to Undertake Final Distribution Program

11.  While the Liquidating Trustee has adjudicated most of the currently anticipated claims
of approximately $19 million, claims continue to be submitted for ordinary course services provided
during the bankruptcy, including employee health claims, out of network provider claims associated
with capitation agreements, overpayments from health plans, and risk pool profit sharing claims from
IPAs. It may take another six months or more for all claims to be presented and adjudicated. Given
the clear underfunding of the Administrative Claims Reserve, the Liquidating Trustee seeks
authorization to implement a Final Distribution Program to pay the remaining holders of allowed
Administrative Claims. The Final Distribution Program would begin with an interim payment of 15%
of the value of each allowed and currently unpaid Administrative Claim (i.e., payment of the aggregate
amount of approximately $3.75 million on a pro rata basis to holders of all currently allowed and
unpaid Administrative Claims), followed by a final payment on a pro rata basis in an amount to be
determined by the Liquidating Trustee at a later date based on the final total of allowed Administrative
Claims and available funds. Thereafter, no further payments will be made on account of any
Administrative Claims, and the duty of the Liquidating Trustee and the Post-Effective Date Debtors
to make any payments on account of Administrative Claims shall be deemed satisfied and

discharged.?

2 The one exception to the Final Distribution Program would be for payments to GRM Information Management
Services of California, LLC (“GRM”). On or about November 13, 2019, the Bankruptcy Court entered orders [Dkt. Nos.
3596 and 3597] approving the Debtors’ motions to dispose of certain business, other non-patient records, and patient
records not assumed in a sale transaction (the “Document Retention Policy”). Subsequently, the Debtors, Liquidating
Trust, and GRM agreed to enter into a master service agreement and resolve GRM’s administrative claim (“Amended
Service Agreement”). In the Amended Service Agreement, GRM agreed to provide certain document storage, vault
storage, document scanning, data hosting and enterprise content management, release of information (ROI), shredding
services, and certain other services related thereto, effectively implementing the Debtors” Document Retention Policy,
which requires the retention of certain documents, including patient records, until the year 2041. To ensure that former
patients retain access to their medical records and that the Trust retains access to records necessary to prosecute certain
causes of action, the Debtors and the Liquidating Trustee will continue to pay 100% of GRM’s Administrative Claims
from funds in the Administrative Claims Reserve. The remaining GRM claims are estimated to be approximately

$1 million.
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III. JURISDICTION AND VENUE

12.  This Court has jurisdiction over this Motion under 28 U.S.C. § 157 and 1334. Venue
of these proceedings and this Motion is proper pursuant to 28 U.S.C. § 1409. The statutory predicate
for this Motion is 11 U.S.C. § 105.

IV.  ARGUMENT

A. Under the Plan, Holders of Administrative Claims Are to Be Paid Solely from the
Administrative Claims Reserve

13. Under the Plan, holders of Administrative Claims® other than Professional Claims* are
to be paid solely from an Administrative Claims Reserve. A holder of an Administrative Claim has
no recourse against the Liquidating Trust in the event funds in the Administrative Claims Reserve
prove insufficient to pay Administrative Claims that become allowed subsequent to the Effective Date
of the Plan.’ In determining that confirmation of the Plan was appropriate, the Court estimated the
amount of unpaid Administrative Claims that would subsequently become allowed, and found that the

Administrative Claims Reserve was sufficient to satisfy such claims.®

3 The Plan defines an Administrative Claim as “a Request for Payment of an administrative expense of a kind specified
in § 503(b) and entitled to priority pursuant to § 507(a)(2), including, but not limited to, the actual, necessary costs and
expenses, incurred on or after the Petition Date, of preserving the Estates and operating the business of the Debtors,
including wages, salaries, or commissions for services rendered after the commencement of the Chapter 11 Cases,
Section 503(b)(9) Claims, and Allowed Claims that are entitled to be treated as Administrative Claims pursuant to a
Final Order of the Bankruptcy Court (under § 546(c)(2)(A) or otherwise), but excluding Professional Claims, and
Statutory Fees, which are separately defined below.” Plan at § 1.13.

4 The Plan defines a Professional Claim as “an administrative claim of a Professional for compensation for services
rendered or reimbursement of costs, expenses, or other charges and disbursements incurred relating to services rendered
or expenses incurred after the Petition Date and prior to and including the Effective Date.” Plan at § 1.141.

5> See Plan at § 15.3 (“All Administrative Claims that become Allowed after the Effective Date shall be paid solely from
the Administrative Claims Reserve, and shall not constitute a claim against the Liquidating Trust, the Liquidating
Trustee, or any of the Liquidating Trust Assets. No Holder of an Administrative Claim shall have recourse for any
deficiency in the payment of its Administrative Claim against any of the Released Parties, the Post-Effective Date
Debtors, the Post-Effective Date Board of Directors, the Liquidating Trustee, the Post-Effective Date Committee, or the
Liquidating Trust.”).

¢ See Final Ruling Confirming Plan [Doc. No. 5475] at 40 (“The Court has estimated the amounts of administrative
claims not yet allowed and finds the Administrative Claims Reserve to be adequate. The plan is feasible and satisfies §
1129(a)(11).”); see also Confirmation Order at § R (“The Plan Proponents have demonstrated a reasonable assurance of
the Plan’s prospects for success. Further, the Bankruptcy Court (i) considered the potential Administrative Claims based
on the asserted Requests for Payment, (ii) estimated the aggregate amount of asserted Requests for Payment only for the
purpose of determining whether the Plan can be confirmed pursuant to § 1129, and, (iii) based thereon, concludes that
the proposed Administrative Claims Reserve set forth in the supplement [Docket No. 5468] (the “Confirmation

8
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14.  In addition, the Plan states that “the Liquidating Trustee shall not be required to obtain
any approvals from the Bankruptcy Court ... to implement the terms of the Plan, including, without
limitation, the Transfer of any Liquidating Trust Assets retained by the Liquidating Trust.” Id. at §
6.5(g). The Liquidating Trust Agreement—which the Court approved in the Confirmation Order—
obligates the Liquidating Trustee to “make timely distributions and not unduly prolong the duration

of the Liquidating Trust.” Liquidating Trust Agreement [Dkt. No. 6043, Ex. B] at § 4.2.

B. The Liquidating Trustee Seeks Authorization to Undertake the Final Distribution
Program

15.  The Liquidating Trustee respectfully requests an order, pursuant to 11 U.S.C. § 105(a),
authorizing the Liquidating Trust to implement the Final Distribution Program. The Final Distribution
Program would begin with an interim payment of 15% of the value of each allowed Administrative
Claim (i.e., payment of approximately $3.75 million in aggregate across all relevant Administrative
Claims), followed by a final payment on a pro rata basis in an amount to be determined by the
Liquidating Trustee at a later date based on the final total of allowed Administrative Claims and
available funds.’

16. As set forth above, the Plan established an Administrative Claims Reserve for the
payment of allowed Administrative Claims. See id., § 15.3 at 69. While the Liquidating Trustee
understands that the Plan already authorizes payment of the allowed Administrative Claims from the
Administrative Claims Reserve, the Liquidating Trustee requests an order confirming that he is
authorized to undertake the Final Distribution Program as set forth in this Motion.

17. The Plan contemplated the possibility that asserted Administrative Claims may exceed
the Administrative Claims Reserve and provided that “[n]o Holder of an Administrative Claim shall

have recourse for any deficiency in the payment of its Administrative Claim against any of the

Supplement”) filed by the Debtors is adequate ....”); see also id. at § 24 (“Excluding any Administrative Claim of SGM
that may become Allowed after the Effective Date, the amount of the Administrative Claims Reserve is sufficient to
satisfy any unpaid Administrative Claims that are Allowed as of the Effective Date and any unpaid Administrative
Claims that may become Allowed after the Effective Date.”).

" The one exception to the Final Distribution Plan would be the Administrative Claim held by GRM related to the
Document Retention Policy (see footnote 2, supra).
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Released Parties, the Post-Effective Date Debtors, the Post-Effective Date Board of Directors, the
Liquidating Trustee, the Post-Effective Date Committee, or the Liquidating Trust.” Plan, § 15.3 at 69.

18. The foregoing provision is critical to the Plan as it ensures, among other things, that
other provisions of the Plan are not disturbed, particularly provisions of the Plan which provide for
the payment of certain claims solely from designated reserves and sources and require that, as assets
are collected by the Liquidating Trust, “at least 95% of the gross amount of such collections shall be
deposited into the Plan Fund to be paid to the 2005 bond trustee for application against the First Priority
Trust Beneficial Interests until the 2005 Revenue Bonds Diminution Claim is paid in full, and the
remainder of such gross collections may be retained by the Liquidating Trust and deposited into the
Liquidating Trust[.]” See id., §§ 7.8, 7.9 and 15.3.

19. The foregoing provision is also critical to the Plan because the agreement of the 2005
Revenue Bonds Trustee and the Master Trustee to partially subordinate its all-asset Secured 2005
Revenue Bonds Claim, pursuant to the Plan, was contingent upon the approval of the provisions of the
Plan which limit the payment of certain lower priority claims, such as Administrative Claims, only
from designated reserves and sources. Had the 2005 Revenue Bonds Trustee and the Master Trustee
foreclosed on the Debtors’ assets rather than agreeing to partial subordination, there would have been
no recovery at all for holders of Administrative Claims because there would have been no
unencumbered assets available and the Debtors had already waived their section 506(c) right to
surcharge holders of the Secured 2005 Revenue Bonds Claim for the necessary costs and expenses of
preserving the relevant collateral.

20.  Based on the foregoing provisions and construct of the Plan, the operation and amount
of the Administrative Claims Reserve was fully disclosed and expressly approved by the Court. See
id., §§ 2.1 at 22 and 15.3, at 69; see also Docket Nos. 5385 at 29, 70-78, and 82; 5475 at 12-13, 25-
26, and 40; Confirmation Order at 2, 10, 16, and 36-37; and Aug. 12, 2020 Hr’g Tr. at 72-73, 104-
105.

21. Given the fact that the possibility of a shortfall in the Administrative Claims Reserve
has now occurred, the only fair method for making future payments on Administrative Claims is to

pay the holder of each such unpaid claim its pro rata portion of the funds remaining for payment of

10
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all such claims. The Final Distribution Program provides for an upfront payment of 15% now, and
then, as soon as the Liquidating Trustee determines that all material Administrative Claims are known,
a pro rata payment of the remainder of the Administrative Claims Reserve. Thereafter, all monies
available for the payment of Administrative Claims will have been exhausted, no further payments
will be made on account of Administrative Claims, and the obligation and duties of the Liquidating
Trustee with respect to the payment of Administrative Claims will be deemed fully satisfied and
discharged. The Liquidating Trustee is mindful of the contributions made by holders of allowed
Administrative Claims, and the Liquidating Trustee believes that the Final Distribution Program is the
best way to provide recoveries to holders of Administrative Claims in a fair and timely manner.

V. CONCLUSION

WHEREFORE, the Movants respectfully request that this Court issue an order:

1. Granting this Motion;

2. Authorizing the Liquidating Trustee to undertake the Final Distribution Program
without seeking further relief from this Court; and

3. Granting such further relief as the Court deems just and proper

[Remainder of page intentionally left blank]

11
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MILBANK LLP
By: Mark Shinderman
By:  /s/ Mark Shinderman

MARK SHINDERMAN
JAMES C. BEHRENS

Attorneys for the Liquidating Trustee

DENTONS US LLP
By: Tania M. Moyron
By:  /s/ Tania M. Moyron

SAMUEL R. MAIZEL
TANIA M. MOYRON

Attorneys for the Post-Effective Date Debtors and

Special Counsel to the Liquidating Trustee
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! DECLARATION OF PETER CHADWICK
2 I, Peter Chadwick, hereby state and declare as follows:
3 1. I submit this declaration (the “Declaration”) in support of the Motion to Authorize
4 Liquidating Trustee to Undertake Final Distribution Program for Administrative Claims (the
? | “Motion™)
6 2. I am a Managing Director of Berkeley Research Group, LLC (“BRG”) and am duly
! authorized to make this declaration on behalf of BRG. Except as otherwise noted, the facts set forth
8 herein are personally known to me and, if called as a witness, I could and would testify thereto. In
? July 2018, BRG began its engagement serving as the financial advisor to the Debtors, which has
10 continued since the Petition Date. In this capacity, I have become intimately familiar with the
H Debtors’ operations, business, books, records, financial affairs, material agreements, and sale
12 processes, and, as a result, have become uniquely situated to assist the Debtors.
13 3. Pursuant to the confirmed chapter 11 Plan for the Debtors, and as authorized by the
14 Court, I serve in the role of Chief Financial Officer to the Post-Effective Date Debtors in these
15 chapter 11 cases. I have significant operating experience, including improving underperforming
e businesses and advising debtors and creditors in complex financial matters. I have served as chief
17 executive officer, chief operating officer, chief financial officer, and advisor to companies in a
18 variety of industries. My healthcare experience includes acting as the advisor or an officer to
1 healthcare providers, including leading hospital systems and long-term care providers through
20 operational turnarounds and financial restructurings. As an officer or advisor, I prepared and
21 implemented post-acquisition integration plans, viability plans, asset dissolution strategies, and
22 liquidity enhancement plans. My experience spans the spectrum from the largest U.S. companies to
= middle market proprietary companies.
24 4. Except as otherwise indicated herein, this Declaration is based upon my personal
23 knowledge and my review of relevant documents or information provided to me by employees of
26 BRG and the Post-Effective Date Debtors. In preparing this Declaration, I have relied on my
27
28
8 Capitalized terms not otherwise defined in this Declaration have the definitions set forth in the Motion.
13
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experience as described above. I am also assisted by others at BRG who work at my direction in the
preparation of analysis and other information included herein. If called upon to testify, I would
testify competently to the facts set forth in this Declaration.

5. Prior to the Effective Date, the Debtors added $2,799,840 to the Administrative Claims
Reserve based on resolution of Plan objections, bringing the total of the reserve to $85,549,268
(including the $30 million SGM deposit).

6. On or about the Effective Date, the Debtors paid approximately $21,871,168 to holders
of such Administrative Claims that had been allowed as of the Effective Date, leaving $63,678,100
(including the $30 million SGM deposit), which amount was transferred to the Administrative Claims
Reserve held by the Liquidating Trust. Since the Effective Date, the Liquidating Trust has paid
approximately $30,582,032 to holders of filed Administrative Claims allowed after the Effective Date,
for total payments to such Administrative Claimants of approximately $52,453,200.

7. In the months following the Effective Date, the Debtors paid certain ordinary course
Administrative Claims related to employees and hospital operations, particularly given their
obligations under various asset purchase agreements and document retention obligations under the

Plan and various Court orders, including the following groups of claims:

15.3 Claims Paid In-Full

(S 000's)

Cures Required under St. Francis APA (173)
Tax Claims (33)
GRM Settlement (573)
Employee Health Claims (10,139)
Hospital Costs (1,658)
Out of Network Healthcare Providers (14,955)
Risk Pool (3,050)
Total Claims Paid in Full S (30,582)

8. Since the Effective Date, the amount of the ordinary course Administrative Claims that

have been asserted is significantly higher than anticipated, including employee benefit claims and out-

of-network claims. Currently, there is approximately $5,374,157 in the Administrative Claims
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Reserve to be used to pay all remaining allowed Administrative Claims, which may total more than
$25 million (not including the deposit in the amount of $30 million related to the SGM Sale held in a
separate, segregated account).

9. While the Liquidating Trustee has adjudicated most of the currently anticipated claims
of approximately $19 million, claims continue to be submitted for ordinary course services provided
during the bankruptcy, including employee health claims, out of network provider claims associated
with capitation agreements, overpayments from health plans, and risk pool profit sharing claims from
IPAs. It may take another six months or more for all claims to be presented and adjudicated. Given
the clear underfunding of the Administrative Claims Reserve, the Liquidating Trustee seeks
authorization to implement a Final Distribution Program to pay the remaining holders of allowed
Administrative Claims. The Final Distribution Program would begin with an interim payment of 15%
of the value of each allowed and currently unpaid Administrative Claim (i.e., payment of the aggregate
amount of approximately $3.75 million on a pro rata basis to holders of all currently allowed and
unpaid Administrative Claims), followed by a final payment on a pro rata basis in an amount to be
determined by the Liquidating Trustee at a later date based on the final total of allowed Administrative
Claims and available funds. Thereafter, no further payments will be made on account of any
Administrative Claims, and the duty of the Liquidating Trustee and the Post-Effective Date Debtors
to make any payments on account of Administrative Claims shall be deemed satisfied and

discharged.

[Remainder of page intentionally left blank]
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I declare under penalty of perjury under the laws of the United States of America that the
foregoing is true and correct.

Executed this 4 day of May, 2021, at Washington, DC.

Peter Chadwick
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PROOF OF SERVICE OF DOCUMENT

| am over the age of 18 and not a party to this bankruptcy case or adversary proceeding. My business address is:
2029 Century Park E, 33" Floor, Los Angeles, CA 90067.

A true and correct copy of the foregoing document entitled (specify): NOTICE OF MOTION AND MOTION TO
AUTHORIZE LIQUIDATING TRUSTEE TO UNDERTAKE FINAL DISTRIBUTION PROGRAM FOR ADMINISTRATIVE
CLAIMS; DECLARATION OF PETER CHADWICK IN SUPPORT THEREOF will be served or was served (a) on the
judge in chambers in the form and manner required by LBR 5005-2(d); and (b) in the manner stated below:

1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF): Pursuant to controlling General
Orders and LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On (date)
May 11, 2021, | checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that the
following persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated below:

X Service information continued on attached page

2. SERVED BY UNITED STATES MAIL:

On (date) May 11, 2011, | served the following persons and/or entities at the last known addresses in this bankruptcy
case or adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mail,
first class, postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the
judge will be completed no later than 24 hours after the document is filed.

[] Service information continued on attached page

3. SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method
for each person or entity served): Pursuant to F.R.Civ.P. 5 and/or controlling LBR, on (date) May 11, 2021, | served the
following persons and/or entities by personal delivery, overnight mail service, or (for those who consented in writing to
such service method), by facsimile transmission and/or email as follows. Listing the judge here constitutes a declaration
that personal delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is
filed.

X] Service information continued on attached page
| declare under penalty of perjury under the laws of the United States that the foregoing is true and correct.

May 11, 2021 James C. Behrens /sl James C. Behrens
Date Printed Name Signature

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 F 9013-3.1.PROOF.SERVICE
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