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UNITED STATES BANKRUPTCY COURT 

CENTRAL DISTRICT OF CALIFORNIA - LOS ANGELES DIVISION 

In re 

VERITY HEALTH SYSTEM OF 
CALIFORNIA, INC., et al., 

 Debtors and Debtors In Possession. 

Lead Case No. 2:18-bk-20151-ER 

Jointly administered with: 
Case No. 2:18-bk-20162-ER; 
Case No. 2:18-bk-20163-ER; 
Case No. 2:18-bk-20164-ER; 
Case No. 2:18-bk-20165-ER; 
Case No. 2:18-bk-20167-ER; 
Case No. 2:18-bk-20168-ER; 
Case No. 2:18-bk-20169-ER; 
Case No. 2:18-bk-20171-ER; 
Case No. 2:18-bk-20172-ER; 
Case No. 2:18-bk-20173-ER; 
Case No. 2:18-bk-20175-ER; 
Case No. 2:18-bk-20176-ER; 
Case No. 2:18-bk-20178-ER; 
Case No. 2:18-bk-20179-ER; 
Case No. 2:18-bk-20180-ER; 
Case No. 2:18-bk-20181-ER; 

Chapter 11 Cases 
Hon. Judge Ernest M. Robles 

POST-EFFECTIVE DATE DEBTORS AND LIQUIDATING 

TRUSTEE’S SUR-REPLY IN OPPOSITION TO PRIME 

HEALTHCARE SERVICES, INC.’S REPLY TO POST-

EFFECTIVE DATE DEBTORS AND LIQUIDATING 

TRUSTEE’S MEMORANDUM IN OPPOSITION TO 

PRIME HEALTHCARE SERVICES, INC.’S MOTION TO 

ENFORCE PROVISIONS OF THE ASSET PURCHASE 

AGREEMENT PERTAINING TO ACCOUNTS 

RECEIVABLE ADJUSTMENT; SUPPLEMENTAL 

DECLARATION OF PETER CHADWICK; 

DECLARATION OF REGINA FERNANDEZ  

[Re: Docket Nos. 6645, 6662, 6669, 6674-76] 

Hearing Date and Time: 
Date: October 19, 2021 
Time:  10:00 a.m.  
Place: Courtroom 1568 
 255 E. Temple Street 
 Los Angeles, CA 90012 

S Affects All Debtors 
� Affects O’Connor Hospital 
� Affects Saint Louise Regional Hospital 
� Affects St. Francis Medical Center 
� Affects St. Vincent Medical Center 
� Affects Seton Medical Center 
� Affects O’Connor Hospital Foundation 
� Affects Saint Louise Regional Hospital 
 Foundation 
� Affects St. Francis Medical Center of 
 Lynwood Foundation 
� Affects St. Vincent Foundation 
� Affects St. Vincent Dialysis Center, Inc. 
� Affects Seton Medical Center Foundation 
� Affects Verity Business Services 
� Affects Verity Medical Foundation 
� Affects Verity Holdings, LLC 
� Affects De Paul Ventures, LLC 
� Affects De Paul Ventures - San Jose 
 Dialysis, LLC 
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Verity Health System of California, Inc. (“VHS”), Saint Francis Medical Center (“SFMC”) 

and certain affiliated debtors (collectively, prior to the effective date of the Joint Plan (defined 

below), the “Debtors” and after the effective date, the “Post Effective Date Debtors”) and the 

Liquidating Trustee (the “Liquidating Trustee”) of the VHS Liquidating Trust (the “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 Official Committee 

of Unsecured Creditors [Docket No. 5466] (the “Joint Plan”) confirmed by the order [Docket No. 

5504] entered August 14, 2020, and that certain Liquidating Trust Agreement, dated as of 

September 5, 2020 [Docket No. 6043], in the above-captioned chapter 11 bankruptcy cases (the 

“Cases”), hereby file this sur-reply in opposition (the “Sur-Reply”) to Prime Healthcare Services, 

Inc.’s Reply to Post-Effective Date Debtors and Liquidating Trustee’s Memorandum in Opposition1 

to Prime Healthcare Services, Inc.’s Motion to Enforce Provisions of the Asset Purchase 

Agreement Pertaining to Accounts Receivable Adjustment  Prime Healthcare Services, Inc.’s 

Motion2 to Enforce Provisions of the Asset Purchase Agreement Pertaining to Accounts Receivable 

Adjustment [Docket No. 6669] (the “Reply”), which attached Prime Healthcare Services, Inc. 

Evidentiary Objections [Docket No. 6669-10] (the “Evidentiary Objections”), filed by Prime 

Healthcare Services, Inc. (“Prime”) on September 28, 2021, and respectfully state as follows:  

 
INTRODUCTION 

Prime argues that the Accounts Receivable reconciliation process set forth in §1.12 of the 

APA established a mutually agreed A/R Target Amount that is now “an irrelevant reference point” 

and that the parties to the APA (the “Parties”) expressly and intentionally negotiated to exclude LA 

County Trauma payments from the A/R reconciliation process.  Despite Prime’s characterizations, 

the documents of the Parties’ negotiations simply do not establish what Prime contends.  Indeed, 

 
1 [Docket No. 6662] (the “Opposition”), which attached the Declaration of Peter Chadwick (“Chadwick Declaration”).  
Capitalized terms used but not otherwise defined herein have the meanings ascribed to them in the Opposition. 

2  [Docket No. 6645] (the “Motion to Enforce”), which attached the Declarations of A. Joel Richlin (“Richlin 
Declaration”) and Steve Aleman (“Aleman Declaration”). 
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despite the “extensive” and “heavily” negotiated issues, Prime still does not provide the Court with 

any explanation for why “Other Receivables” was added to the APA, what purpose it serves, or 

why it believes the $11.9 million in LA County Trauma payments Prime collected should not be 

included within the Accounts Receivable it purchased.   

In its Reply, Prime also challenges the evidence submitted by the Post-Effective Date 

Debtors and the Liquidating Trustee regarding Prime’s insufficient efforts at collecting the legacy 

receivables of SFMC, and it submits new declarations in support of its collection efforts.  The Post-

Effective Date Debtors and the Liquidating Trustee hereby submit further evidence—including a 

supplemental declaration of Peter Chadwick (the “Chadwick Supplemental Declaration”) and a 

new declaration of Regina Hernandez (the “Hernandez Declaration”)—to refute Prime’s 

arguments, rebut Prime’s new evidence, and reiterate the Post-Effective Date Debtors and the 

Liquidating Trustee’s consistent position that Prime did not use good faith, commercially 

reasonable efforts to collect Accounts Receivable post-Closing. 

For these reasons, and those discussed below and in the Opposition, the Post-Effective Date 

Debtors and the Liquidating Trustee repeat their request that this Court (i) limit any purchase price 

adjustment pursuant to the A/R Adjustment to $11.3 million, (ii) require Prime to turn over to the 

Liquidating Trust all Accounts Receivable it has or will receive related to Excluded Assets 

(including QAF) in excess of $11.3 million, (iii) require Prime to pay interest on the amounts 

withheld to date, and (iv) grant such other and further relief as the Court deems just and proper.    

 
RELEVANT STATEMENT OF FACTS 

1. On September 2, 2021, Prime filed the Motion to Enforce.  On September 21, 2021, 

the Post-Effective Date Debtors and the Liquidating Trustee filed the Opposition thereto.  On 

September 28, 2021, Prime filed the Reply. 

2. On September 30, 2021, the Post-Effective Date Debtors and the Liquidating 

Trustee filed the Post-Effective Date Debtors and Liquidating Trustee’s Evidentiary Objection and 
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Motion to Strike New Evidence Presented in Reply; Alternatively Request for Sur-Reply; and 

Response to Prime’s Evidentiary Objections [Docket No. 6674] (the “Motion to Strike”).   

3. Prime, the Post-Effective Date Debtors, and the Liquidating Trustee thereafter 

stipulated that the Post-Effective Date Debtors and the Liquidating Trustee would withdraw their 

Motion to Strike (with the exception of the portion thereof that responded to the Evidentiary 

Objections) in exchange for filing this sur-reply to address the new evidence submitted.  

4. Prime’s new evidence, Exhibits 8-16 to the Reply, address contract negotiations 

regarding the APA.  The Post-Effective Date Debtors and the Liquidating Trustee do not object to 

the documents themselves, but the documents do not support Prime’s position that the APA is 

unambiguous or that trauma payments were specifically negotiated.   

 
ARGUMENT 

A. PRIME’S NEW EVIDENCE DOES NOT DEMONSTRATE THAT TRAUMA 

PAYMENTS WERE UNEQUIVOCALLY EXCLUDED FROM THE A/R 

RECONCILIATION. 

 The A/R Target Amount schedule (the “A/R Target Schedule”), far from being “an 

irrelevant reference point,”3 established that the amount at stake for the reconciliation process was 

$61 million.  Prime’s new exhibits demonstrate that the initial proposal was for Prime to purchase 

the Accounts Receivable at a specified dollar amount. 4   During the negotiations, the Parties 

mutually agreed to change the proposal so that Prime was required to collect towards a target of 

$61 million with an A/R reconciliation process added in.5  While Prime downplays the relevance 

of the due diligence schedule, claiming it predated the Parties’ intense negotiations caused by the 

COVID-19 pandemic, it cannot ignore that the Parties mutually agreed—in the midst of these 

intense negotiations in March and April 2020—to an A/R Target Amount that not only precisely 

matched the dollar amount of the due diligence schedule that was the basis for the negotiations, but 

 
3 Supplemental Declaration of A. Joel Richlin (“Richlin Supplemental Declaration”), Doc. 6669 at 38 (¶6).  

4 See Reply, Ex. 8 [Docket No. 6691-1], at 5.  This amount was initially $52 million, based upon the SFMC A/R balance 
from October 2019, and it was updated to $61 million in the spring of 2020. 

5 Id. at 5 and 18. 
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also that the schedule unquestionably included a line item for S-9 COUNTY TRAMA [sic].6  Prime 

would effectively have this Court believe it was some sort of irrelevant and random happenstance. 

In reality, the Parties agreed, and these provisions remained essentially unchanged thereafter.7   

 Undoubtedly, the Parties engaged in intense negotiations to finalize the transaction in the 

midst of the COVID-19 pandemic, which created legitimate concerns. This led to the Parties 

including a process for a potential adjustment, if necessary, to the $200 million purchase price 

based upon SFMC’s Annualized Normalized EBITDA at Closing, with the possibility of using 

QAF V program dollars as an offset.8  But other than this possible adjustment and offset, QAF V 

and VI program dollars were essentially Excluded Assets to be turned over to the Debtor upon 

receipt.9   

 It is true that the focus on QAF dollars as Excluded Assets raised questions about the initial 

definition of Accounts Receivable, which included items such as “quality assurance fee payments” 

(and “disproportionate share payments,” also defined as an Excluded Asset) that Prime was not 

acquiring and for which it would not have to pay.  This explains why Prime proposed excluding 

them from the definition of Accounts Receivable and why Prime’s general counsel, Joel Richlin 

suggested in his March 31, 2020 email to Jim Moloney, the Debtors’ investment banker, that “we 

need to clarify some of the definitions related to AR and government payments going different 

ways.”10  However, what Prime’s Reply and its new evidence fail to explain is why the Court should 

now, months after the negotiations have ended and the sale has occurred, carve out “trauma 

payments” from Accounts Receivables when it is clear the “S-9 COUNTY TRAMA” line item in 

the $61 million A/R Target Schedule associated with the $11.9 million in LA County Trauma 

 
6 Chadwick Declaration at ¶11; Chadwick Supplemental Declaration at ¶5 and Ex. “C-1”. 

7 Reply Exs. 10 and 15 [Docket Nos. 6669-3 and -8]. 

8 APA at §1.1(a)(i), and as negotiated, Reply Exs. 8, 10 and 15 [Docket Nos. 6669-1, -3, and -8].   

9 In addition to the Accounts Receivable issues raised in Prime’s Motion to Enforce, the parties also negotiated for 
months regarding a possible EBITDA adjustment to the purchase price and to QAF V payments that Prime was 
withholding as an offset.  Literally as the Post-Effective Date Debtors and the Liquidating Trustee were filing their 
Opposition, Prime finally released the QAF V money it had been improperly withholding, thereby resolving that 
dispute.   

10 Reply, Ex. 9 [Docket No. 6669-2]. 
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payments was not carved out in the Parties’ negotiations.  Prime makes no attempt to explain when 

or how the Parties expressly discussed the exclusion of “trauma payments” as truly being intended 

to apply to the S-9 COUNTY TRAMA line item in the A/R Target Schedule.  This was not what 

the Parties intended by the creation of “Other Receivables,” a concept that was not otherwise used 

in the APA and has no substantive effect in the APA.11  

 Prime’s new argument that the Parties’ negotiations clearly and unambiguously 

demonstrate that the LA County Trauma payments were intended to be excluded from the A/R 

reconciliation process is presented for the first time in the Reply, and is contrary to its previous 

arguments.  In its initial January 25, 2021 letter (referred to in the Opposition as the Prime 1.12 

Letter) raising the reconciliation issue, Prime did not assert that the Parties unequivocally 

negotiated for the exclusion of $11.9 million in receivables.12  When Prime filed its initial Motion 

to Enforce, it did not claim that the Parties’ intense and heavy negotiations consistently 

demonstrated a lack of ambiguity and agreement about the exclusion of trauma payments.  Indeed, 

in two declarations submitted with its Motion to Enforce, Prime’s witnesses simply denied making 

statements during the parties’ Meet and Confer sessions that they had agreed to include all 

receivables as listed on the A/R Target Schedule.13  Finally, Prime has no substantive response to 

the Chadwick Declaration14 explaining a statement multiple participants independently recalled 

Steve Aleman make during the Parties’ negotiations—agreeing that Prime would be responsible 

for LA County Trauma receivable if they were included in the A/R Target Schedule.   

 Prime’s assertion, for the first time in its Reply, that the Parties had previously and 

unequivocally agreed to interpret the APA to exclude the LA County Trauma receivables is simply 

inconsistent with (and inconceivably absent from) its prior arguments, and inconsistent with any 

reasonable interpretation of the course of negotiations—including express statements by Prime 

 
11 Chadwick Supplemental Declaration at ¶5. 

12 Opposition, Ex. “B”. 

13 Richlin Declaration at ¶¶8-9 and Aleman Declaration at ¶12 [Docket No. 6645 at 40-41 and 53].  

14 Prime has now sought to strike the Chadwick Declaration based upon Rule 408 of the Federal Rules of Evidence 
(the “Evidence Rules”) even though Prime first raised these negotiations itself.  Motion to Enforce at ¶18, Richlin 
Declaration at ¶6, Aleman Declaration at ¶11. 
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representatives.  Prime’s new evidence, what it does and does not say, and even Prime’s belated 

presentation of this evidence, speak volumes.  Prime’s new interpretation neither describes the APA 

in the parties’ eyes at drafting nor how the APA should be interpreted now. 

B. PRIME’S EVIDENTIARY OBJECTIONS ARE NOT WELL-FOUNDED. 

In its Reply and Evidentiary Objections, Prime objects to statements in the Chadwick 

Declaration, claiming that Mr. Chadwick lacks personal knowledge of the information in his 

declaration.15  In particular, Prime questions (i) the A/R Target Schedule from which the A/R 

Target Amount was agreed, attached to the Opposition as Exhibit “C”,16 and (ii) statements made 

by Ana Goff, the current Director of Patient Financial Services for SFMC at Prime.17  In its Reply, 

Prime also complains that it cannot recreate the Post-Effective Date Debtors and the Liquidating 

Trustee’s calculation that Prime’s collection rate was only 78.1%, compared to a historical 

collection rate for SFMC of 90.3%.  Prime suggests that an evidentiary hearing is needed to 

determine the $5.1 million that the Post-Effective Date Debtors and the Liquidating Trustee claim 

was not collected but should have been.18  In response to the Evidentiary Objections, the Post-

Effective Date Debtors and the Liquidating Trustee supplement and update the record by 

responding to issues raised by Prime in its Reply, including directly addressing certain Evidentiary 

Objections below, 19  and also submitting the Chadwick Supplemental Declaration and the 

Hernandez Declaration.   

1. Exhibit “C” is appropriately authenticated and relevant. 

Prime appears to complain that Exhibit “C” is not the correct A/R Target Amount schedule 

from which the A/R Target Amount was generated.  A more complete version of Exhibit “C”, 

presented here as Exhibit “C-1”, is separately identified and authenticated by Mr. Chadwick.20  To 

 
15 Evidentiary Objections 1, 3. 

16 Evidentiary Objection 2. 

17 Evidentiary Objection 3. 

18 Reply at ¶44. 

19 In an abundance of clarity, the Post-Effective Date Debtors and the Liquidating Trustee neither admit nor waive 
their right to later respond to any of the Evidentiary Objections not expressly addressed herein. 

20 Chadwick Supplemental Declaration at ¶5. 
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the extent this revised exhibit does not satisfy Prime, the Post-Effective Date Debtors and the 

Liquidating Trustee hereby respond to each of the Evidentiary Objections raised by Prime. 

(a) Prime first objects to the description of the A/R Target Schedule contained in the 

Chadwick Declaration citing to Evidence Rule 1008 (but quoting Evidence Rule 1002), objecting 

that Mr. Chadwick’s statements are not the best evidence of the schedule.21  Of course, the Post-

Effective Date Debtors and the Liquidating Trustee also attached the schedule itself and, while 

Prime objects to that as well,22 Prime does not raise a “best evidence” objection to the document.  

Prime also does not contend that the document is other than as identified, and does not provide the 

Court with some other or different document to contradict Exhibit “C” or the Chadwick 

Declaration.  Even so, the Post-Effective Date Debtors and the Liquidating Trustee now submit 

Exhibit “C-1” out of an abundance of caution.  As to Mr. Chadwick’s testimony, his statements in 

the Chadwick Declaration do not purport to prove the contents of the schedule independently 

offered; rather, the Chadwick Declaration merely excerpts and describes portions of the schedule 

as a means of demonstrating its relevance to the proceedings.   

(b) Prime also objects to a supposed lack of personal knowledge about Exhibit “C”.23  

But Mr. Chadwick adequately describes his role as Chief Financial Officer of VHS and basis of 

knowledge about the events of these Cases and the circumstances surrounding the April 3, 2020 

APA, including that his testimony is based upon his personal knowledge, and a review of relevant 

documents, and information made available to him by his colleagues, the Debtors, and the Post-

Effective Date Debtors.24   

(c) Prime objects to the relevance of Mr. Chadwick’s testimony about Exhibit “C” and 

the A/R Target Amount, and references Evidence Rule 403, suggesting that the testimony is 

somehow not relevant and unduly prejudicial.25  The relevance of his testimony and Exhibit “C” 

 
21 Evidentiary Objection 1. 

22 Evidentiary Objection 2. 

23 Evidentiary Objection 1. 

24 Chadwick Declaration at ¶¶2-5, 11, and 14.   

25 Evidentiary Objection 1. 
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could not be clearer, as both the Motion to Enforce and the Opposition repeatedly reference the $61 

million A/R Target Amount and whether trauma payments were to be included or excluded.  

Certainly a document showing the derivation of the $61 million amount that specifically includes 

a line item for trauma payments directly affects the probability and credibility of a number of the 

statements the Parties are making with respect to the inclusion or exclusion of trauma payments in 

the Accounts Receivable reconciliation process. 

(d) Prime objects that Mr. Chadwick’s statements regarding the A/R Target Amount are 

inappropriate opinion testimony,26 but nothing in the Chadwick Declaration presents scientific, 

technical, or other specialized knowledge and his declaration explicitly states that he is testifying 

based on his own personal knowledge. 

(e) Prime also objects to Mr. Chadwick’s testimony with respect to the A/R Target 

Schedule because “the document speaks for itself, and Mr. Chadwick’s attempts to characterize the 

documents contents or legal effect are unnecessary and improper.” 27  This is not a good faith 

objection. See, e.g.,  Miller v. Holzmann, 240 F.R.D. 1 (D.C. Cir. 2006) (“It is astonishing that the 

objection that a document speaks for itself, repeated every day in courtrooms across America, has 

no support whatsoever in the law of evidence.”).  

(f)  Prime objects to Exhibit “C” itself, claiming the spreadsheet is not authenticated, is 

irrelevant, and unduly prejudicial.28  Mr. Chadwick testifies that he has personal knowledge of the 

events surrounding the APA and is testifying from such personal knowledge.  He identifies Exhibit 

“C” as a true and accurate copy of the A/R Target Schedule that was exchanged between and 

discussed among the Parties showing the $61 million A/R Target Amount.  Prime does not 

challenge Mr. Chadwick’s knowledge of any other documents presented and does not claim that 

Exhibit “C” is inaccurate or is not the “right” document.  Given the circumstances of these Cases, 

Prime’s complaints that Mr. Chadwick does not describe whether he actually drafted the document 

 
26 Id. 

27 Id. 

28 Id. 
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itself or participated in negotiations with Prime29 does not undermine whether he has personal 

knowledge that this is, in fact, the schedule supplied to Prime that formed the basis of the 

negotiations with Prime.  Prime’s objections as to relevance30 have been addressed above with 

respect to Mr. Chadwick’s testimony about the schedule, and are thus incorporated here.   

2.  Mr. Chadwick’s Statements Regarding Ana Goff Are Withdrawn. 

 In response to Evidentiary Objection 3, the Post-Effective Date Debtors and the Liquidating 

Trustee withdraw lines 24:24-25:4 of paragraph 17 of the Chadwick Declaration, not because they 

are inaccurate, but because it was not clear that Mr. Chadwick obtained the information from 

Regina Hernandez, the Interim VP, Revenue Cycle for Verity Business Services, and not directly 

from Ms. Goff as Prime had read the relevant language in the Chadwick Declaration.31  The Post-

Effective Date Debtors and the Liquidating Trustee now submit the Chadwick Supplemental 

Declaration to correct this confusion, as well as the Hernandez Declaration to support the 

statements that Prime was, in fact,  not devoting reasonable efforts to the collection of SFMC legacy 

receivables, and that Prime’s personnel, including Ms. Goff, acknowledged as much.  

In particular, Ms. Hernandez reiterates and supports the statements originally repeated in 

the Chadwick Declaration, and she elaborates on the numerous meetings and communications she 

had with Ms. Goff at Prime and other Prime employees regarding Prime’s collection efforts.  She 

reiterates that Prime indeed acknowledged having staffing issues, that Prime was aware of unbilled 

claims and outstanding work-in-progress that should have been pursued, that Prime was receiving 

and using Verity reports and tools such as the TRAC reports, and that, even though the Prime 

 
29 Id. 

30 Id. 

31  The Chadwick Declaration never represented that Mr. Chadwick directly spoke to Ms. Goff.  The Chadwick 
Declaration provided that the statements therein were not only based on Mr. Chadwick’s personal knowledge and 
review, but also “information provided to [him] by employees of BRG and the Debtors and Post-Effective Date 
Debtors.”  Chadwick Declaration at ¶5.  The Chadwick Declaration then presented statements made by Ms. Goff, but 
did not indicate to whom they were made.  Id. at ¶17.  The Chadwick Supplemental Declaration and the Hernandez 
Declaration submitted herewith clarify the source of these statements.  Chadwick Supplemental Declaration at ¶4; 
Hernandez Declaration at ¶¶5, et seq.  
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collection effort was already understaffed, Prime at times redirected its collection personnel away 

from pursuing the SFMC legacy accounts.32 

3. Statements of Steve Aleman are Properly Before The Court. 

 Prime objects to the Chadwick Declaration at ¶ 14, lines 20-25, regarding a statement made 

by Mr. Aleman about whether the $61 million A/R Target Schedule, which included trauma 

payments, demonstrated the parties’ intentions to include these receivables in the Accounts 

Receivable.33  Prime moves to strike the statement solely on the basis of Evidence Rule 408.34  This 

Evidence Rule is inapplicable for several reasons. 

First, Evidence Rule 408 expressly provides that its prohibition applies to any party.  It was 

Prime that initially introduced this topic of the February 2021 conversation and Mr. Aleman’s 

participation therein—in its Motion to Enforce (¶ 18), the Richlin Declaration (¶ 9), the Aleman 

Declaration (¶ 12), and Prime’s Exhibits 5 and 6 in support of the Motion to Enforce.  Therefore, 

to the extent such conversation constituted a settlement discussion subject to Evidence Rule 408, 

Prime violated the rule.  See also Committee Notes on Rules – 2006 Amendments (“The 

amendment makes clear that Rule 408 excludes compromise evidence even when a party seeks to 

admit its own settlement offer or statements made in settlement negotiations.”).  But Prime cannot 

have it both ways; it cannot offer evidence as to the conversation and assert that such conversation 

is protected by Evidence Rule 408.  

Even if the February 2021 conversation was a settlement negotiation protected by Evidence 

Rule 408, subsection (b) of the rule expressly allows the Court to admit such evidence “for another 

purpose.”  The Notes of Advisory Committee On 2006 Amendments to Rule 408 expressly states 

that:  

The amendment retains the language of the original rule that bars 
compromise evidence only when offered as evidence of the “validity,” 
“invalidity,” or “amount” of the disputed claim. The intent is to retain the 
extensive case law finding Rule 408 inapplicable when compromise 

 
32 Hernandez Declaration at ¶¶5-11. 

33 Evidentiary Objection 4. 

34 Id. 
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evidence is offered for a purpose other than to prove the validity, invalidity, 
or amount of a disputed claim.  See, e.g., . . . Coakley & Williams v. 

Structural Concrete Equip., 973 F.2d 349 (4th Cir. 1992) (evidence of 
settlement is not precluded by Rule 408 where offered to prove a party's 
intent with respect to the scope of a release); . . .”  

Here Mr. Chadwick’s recollection of Mr. Aleman’s participation in the February meeting is offered 

to show Prime’s intent to include the trauma payments in the A/R calculation and to establish 

Prime’s state of mind, that it was well aware that the A/R Target Schedule explicitly incuded the 

trauma payments it is now seeking to exclude. 

4. Calculation of Prime’s Collection Rate on SFMC Receivables. 

Prime’s Reply complains that it cannot recreate the Post-Effective Date Debtors and the 

Liquidating Trustee’s calculation that Prime’s collection rate was only 78.1%, compared to a 

historical collection rate for SFMC of 90.3%.  Prime therefore suggests an evidentiary hearing is 

needed to determine whether it should have collected the additional $5.1 million claimed by the 

Post-Effective Date Debtors and the Liquidating Trustee. 35   The SFMC historical collection 

percentage of 90.3% was presented in Exhibit “E” and has not been challenged.  Likewise, there is 

no dispute between the parties that Prime claims it collected $32,736,688, the numerator in the 

Post-Effective Date Debtors and the Liquidating Trustee’s calculation that Prime’s collection rate 

on SFMC receivables was only 78.1%.  Prime only questions the denominator of $41,915,599, 

which was presented in Exhibit “F”.36 

Per VHS financials, a schedule of which is attached hereto as Exhibit “H”, accounts 

receivable as of July 31, 2020 were $54,137,760 ($12,428,295 of which comprises LA County 

Trauma receivables), with $7,929,470 of net patient revenue earned by VHS in August and 

$7,723,335 collected by the Debtors prior to Closing.37  The $41,915,599 denominator, is simply 

the total of July 31, 2020 A/R less the trauma receivables plus net August revenue less August 

 
35 Reply at ¶42. 

36 Id. 

37 Chadwick Supplemental Declaration at ¶¶6-7; Ex. “H”. 
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collections.38  The $5.1 million shortfall in A/R collections, as presented in Exhibit “F”, is the 

$41,915,599 denominator multiplied by the 12.2% collection differential (90.3% - 78.1%).39   

 
CONCLUSION 

WHEREFORE, for all the foregoing reasons and such additional reasons as may be 

advanced at or prior to the hearing regarding the Motion to Enforce, the Post-Effective Date Debtors 

and the Liquidating Trustee respectfully request that the Court enter an order (i) limiting any 

purchase price adjustment pursuant to the A/R Adjustment to $11.3 million, (ii) requiring Prime to 

turn over to the Liquidating Trust all Accounts Receivable it has or will receive related to Excluded 

Assets (including QAF) in excess of $11.3 million, (iii) requiring Prime to pay interest on the 

amounts withheld to date, and (iv) granting such other and further relief as the Court deems just 

and proper. 

 

Dated:  October 13, 2021 DENTONS US LLP 
Samuel R. Maizel (Bar No. 189301) 
Tania M. Moyron (Bar No. 235736) 
Roger K. Heidenreich (Admitted Pro Hac Vice) 
Stephen J. O’Brien (Admitted Pro Hac Vice) 
 
By /s/ Tania M. Moyron  
Tania M. Moyron 
 

Attorneys for the Post-Effective Date Debtors 
& Special Counsel to the Liquidating Trustee, 
Howard Grobstein 

  

 
38 Chadwick Supplemental Declaration at ¶7. 

39 Id. 
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SUPPLEMENTAL DECLARATION OF PETER CHADWICK 

I, Peter Chadwick, declare that I have personal knowledge of the facts set forth in this 

declaration, and I would competently testify to them under oath if called as a witness. 

1. This supplemental declaration (the “Supplemental Declaration”) is in support of the 

Post-Effective Date Debtors and Liquidating Trustee’s Sur-Reply in Opposition to Prime 

Healthcare Services, Inc.’s Reply to Post-Effective Date Debtors and Liquidating Trustee’s 

Memorandum in Opposition to Prime Healthcare Services, Inc.’s Motion to Enforce Provisions of 

the Asset Purchase Agreement Pertaining to Accounts Receivable Adjustment (the “Sur-Reply”), 

and for all other purposes permitted by law.  All capitalized terms not otherwise defined herein 

shall have the same meaning as in the Post-Effective Date Debtors and Liquidating Trustee’s 

Memorandum in Opposition to Prime Healthcare Services, Inc.’s Motion to Enforce Provisions of 

the Asset Purchase Agreement Pertaining to Accounts Receivable Adjustment (the “Opposition”). 

2. As stated in my original declaration (the “Declaration”) submitted in support of the 

Opposition, I am a Managing Director of Berkeley Research Group, LLC (“BRG”), and have been 

serving as Chief Financial Officer of VHS, effective as of October 1, 2019, and have been serving 

as the CFO of certain other Debtors since September 1, 2019.  I am duly authorized to make this 

Supplemental Declaration on behalf of BRG, the Post-Effective Date Debtors, and the Liquidating 

Trustee. 

3. Except as otherwise indicated herein, this Supplemental Declaration is based upon 

my personal knowledge, my review of relevant documents or information provided to me by 

employees of BRG and the Debtors and Post-Effective Date Debtors.  In preparing this 

Supplemental Declaration, I have relied on my experience as described above and as described in 

my Declaration.  I am also assisted by others at BRG who work at my direction in the preparation 

of the analysis and other information included herein.  If called upon to testify, I would testify 

competently to the facts set forth in this Supplemental Declaration. 
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A. Statements by Anna Goff 

4. In the Declaration, which was similarly based in part on “information provided to 

me by employees of BRG and the Debtors and Post-Effective Date Debtors” (¶5), I presented 

statements made by Anna Goff (¶17), Prime’s PFS Director, but did not indicate to whom they 

were made.  Regina Hernandez, the Interim VP, Revenue Cycle for Verity Business Services, Part 

of Verity Health System, had informed me of these statements made by Ms. Goff.  Ms. Hernandez 

now submits her own declaration to offer her personal testimony as to those communications with 

Ms. Goff directly. 

B. Exhibit “C” 

5. In addition to the Exhibit “C” I identified in my original Declaration, Exhibit “C-1” 

attached to the Sur-Reply is a true and correct copy of the A/R Target Schedule that includes 

columns extending through March 31, 2020.  In particular, this version of Exhibit “C” shows total 

gross A/R of $60,743,638 as of February 29, 2020.  This amount is the same amount that appears 

in Prime’s bid schedule, a document it produced and that was the basis for the parties’ agreement 

on the A/R Target Amount.  In addition, this Exhibit “C-1” shows a line for each of the columns 

listed that is allocated to “S-9 COUNTY TRAMA.”  Despite Prime’s characterizations and those 

of its witnesses, I do not believe the parties discussed or negotiated, and certainly have no 

recollection of any such discussions, regarding efforts by any party to exclude the S-9 COUNTY 

TRAMA amounts from the A/R Target Amount. 

6. Using basically the same data, the same financial information from VHS financials 

as are represented in Exhibits “C” and “C-1”, I worked with John Schlant, a Director at BRG who 

is familiar with the financial statements of SFMC and VHS, to determine the Accounts Receivable 

balance of SFMC as of the Closing of the APA.  To do this, I concentrate on the net A/R data of 

SFMC as of July 31, 2020, and then make some adjustments for net patient revenues as well as 

collections received by VHS in August prior to the Closing.  This information is presented in 

Exhibit “H” to the Sur-Reply, which is a true and accurate copy of SFMC’s receivables schedules 

for end-of-month July and August 2020.  
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7. Exhibit “H” shows that SFMC had net A/R of $54,137,760 as of July 31, 2020, of 

which $12,428,295 was related to S-9 COUNTY TRAMA.  Mr. Schlant then reported to me that 

SFMC’s net patient revenue for August 2020, adjusting for trauma payments, DSH payments, bad 

debt and other adjustments, was $7,929,470 and that collections by SFMC for August 1-13 were 

$7,723,335.  All data reported here are from VHS financials, and VHS’s revenue cycle team 

generated the daily calculations of collections at my request and that of John Schlant.  The A/R 

plus the net patient revenue minus the collections and the trauma A/R yields an A/R outstanding 

and available for Prime to collect of $41,915,599.  Of this, it collected $32,736,688, or 78.1% of 

the available amount.   

8. This compares to the SFMC historical 135-day collection rate of 90.3% previously 

presented in Exhibit “E” to the Opposition.  The 12.2% differential between the 90.3% and the 

78.1% applied to the $41,915,599 available suggests that Prime would have collected an additional 

$5.1 million had it collected at SFMC historical rates rather than the rate that it did.    

I declare under penalty of perjury under the laws of the United States that the foregoing is 

true and correct. 

Executed this 13th day of October 2021.  

 

  

 
Peter Chadwick 
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DECLARATION OF REGINA HERNANDEZ 

I, Regina Hernandez, declare that I have personal knowledge of the facts set forth in this 

declaration, and I would competently testify to them under oath if called as a witness. 

1. This declaration (the “Declaration”) is in support of the Post-Effective Date Debtors 

and Liquidating Trustee’s Sur-Reply in Opposition to Prime Healthcare Services, Inc.’s Reply to 

Post-Effective Date Debtors and Liquidating Trustee’s Memorandum in Opposition to Prime 

Healthcare Services, Inc.’s Motion to Enforce Provisions of the Asset Purchase Agreement 

Pertaining to Accounts Receivable Adjustment (the “Sur-Reply”), and for all other purposes 

permitted by law.  All capitalized terms not otherwise defined herein shall have the same meaning 

as in the Post-Effective Date Debtors and Liquidating Trustee’s Memorandum in Opposition to 

Prime Healthcare Services, Inc.’s Motion to Enforce Provisions of the Asset Purchase Agreement 

Pertaining to Accounts Receivable Adjustment (the “Opposition”). 

2. I am the Interim VP, Revenue Cycle for Verity Business Services, part of the Verity 

Health System.  I have been employed by VHS since July 2015 and have held my current position 

since January 2020.  In my current role, I oversee the business offices in charge of billings and 

collections for Seton Medical Center, Seton Medical Center Coastside Campus, St. Vincent 

Medical Center, and SFMC.  In my role, I worked with staff from Prime Healthcare Services, Inc. 

on transition issues arising from the sale of SFMC from August 14 until some point in December 

2020.  I have worked in the healthcare industry in billings, collections, and revenue cycle services 

in general for the past 35 years. 

3. I reviewed the Declaration of Ana Goff (the “Goff Declaration”), the current 

Director of Patient Financial Services (“PFS”) for SFMC, filed in support of Prime Healthcare 

Services, Inc.’s Reply to Post-Effective Date Debtors and Liquidating Trustee’s Memorandum in 

Opposition to Prime Healthcare Services, Inc.’s Motion to Enforce Provisions of the Asset 

Purchase Agreement Pertaining to Accounts Receivable Adjustment.  I have also reviewed 

paragraph 17 of the Declaration of Peter Chadwick (the “Chadwick Declaration”) submitted in 

support of the Opposition.     
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4. In particular, the information stated in paragraph 17 of the Chadwick Declaration at 

page 24, lines 24-27, and page 25, lines 1-4, is true and accurate to the best of my belief and 

information.  I provided this information to Mr. Chadwick.  My knowledge is based on a number 

of direct communications I had with Ms. Goff, including a conversation on November 17, 2020, as 

represented in the Chadwick Declaration, not November 19, 2020, as presented in the Reply (¶¶37-

39) and the Goff Declaration (¶¶6-7).  My own notes indicate the conversation at issue occurred on 

November 17 and I told Mr. Chadwick about it on November 18.   

5. Regardless, and precisely because of collection issues and concerns, Ms. Goff and I 

agreed on October 26, 2020 to meet twice a week, on Tuesdays and Thursdays, at 7:00 a.m. to 

review cash collections, Prime’s billing of work in progress, billing holds that needed to be 

rectified, and follow-up and staffing issues to support collections.  These communications 

continued until Prime’s corporate office took over the collection efforts around December 1, 2020, 

at which point I invited Ken Wheeler, the Regional VP for PFS to continue the meetings, but the 

meetings were not continued.  Whether at these meetings or otherwise, my staff and I routinely 

provided reports and information to Ms. Goff and her staff regarding collection matters that needed 

attention.   

6. I viewed the meetings as critical because the collection results were so poor.   

7. When Ms. Goff and I met on October 26, 2020, she inquired what was happening 

with SFMC’s cash, and I explained that cash was extremely low due to minimal efforts at follow-

up.  Ms. Goff’s response was that she was going to add staff to support the legacy A/R.  But lack 

of staffing was always an issue as we met.  It was not just raised in one meeting, but was regularly 

discussed.  Ms. Goff stated to me that she had staffing issues for collecting the legacy A/R.  At 

some point, she added a couple of employees from Prime’s corporate office to assist, but was still 

understaffed for the work that remained.  There were discussions for some time in November 2020 

about moving the work to Prime’s corporate office, which ultimately occurred around December 

1, 2020.  In several meetings, Ms. Goff indicated that her staff was experiencing unspecified system 

issues that were slowing them down.  In our November 17, 2020 meeting, Ms. Goff indicated that 
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she then had six offers out to potential employees, but I could not get confirmation if any of these, 

if hired, would be helping with the legacy A/R issues. 

8. During my meetings with Ms. Goff, we also discussed billing work-in-progress 

(WIP) and we reviewed reports of unbilled claims, and I regularly forwarded such reports to Ms. 

Goff and Yadi Castillo, a Billing Supervisor for Prime.  As of mid-November, there were claims 

totaling $1.6 million that were unbilled that I reviewed with Ms. Goff.  There were also $4 million 

of claims on hold, of which $3.7 million related to medical necessity denials and treatment 

authorization requests.  At each meeting from November 3, 2020 forward (Ms. Goff did not 

participate in the November 3 meeting, but we did communicate by phone and email thereafter), 

Ms. Goff indicated that she would meet with Cindy Lane, the Director of Case Management.  But 

at least for several weeks, that was never done.   

9. I continued to monitor Prime’s follow up of collections with TRAC reports.  The 

reports indicate, as the Chadwick Declaration at paragraph 17 indicates, that Prime substantially 

reduced its follow-up activity.  While some personnel at or representatives of Prime may contend 

that TRAC reports were not needed or used by Prime, I specifically followed up with Cheri Wagner, 

a Collections Supervisor for Prime in November 2020 and she reported to me, Ms. Goff, and Peggy 

Simpson from VHS, that Prime was indeed still entering its follow-up activity in TRAC.  I believe 

such representation supports, as I was observing and Mr. Chadwick reported, that Prime’s follow-

up activity was significantly decreasing in October and November 2020.  I firmly believe, based 

on these discussions and my review of Prime’s collection data, that Prime was not working the 

legacy accounts as they should have been, and why Prime’s cash collections were extremely low.   

10. On November 18, 2020, Ada Magaña, a PFS Manager, told me that staff had been 

pulled off the legacy collection efforts for the past several weeks in order to work reports for the 

current Prime accounts and she did not know when Prime would resume working the legacy 

accounts.  This further supported my beliefs that Prime was not reasonably attempting to collect 

the legacy A/R of SFMC.  Furthermore, on several other occasions, I learned from Prime personnel 

that they were specifically told not to work on SFMC legacy collection projects.   
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