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KAMALA D. HARRIS - %@E?'ygguant to Gov’t Code, § 6103

_Attorney General of California

STEPHEN LEW Noy 0
Supervising Deputy Attorney General / 20 16

MATTHEW C. HEYN (State Bar No. 227474) De
Deputy Attoreys General PL 3
300 South Spring Street, Suite 1702 '

Los Angeles, CA 90013
Telephone: (213) 897-2444

. Fax: (213) 897-5775

E-mail: Matthew.Heyn@doj.ca.govl

Attorneys for Insurance Commissioner-of the

State of California

SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF LOS ANGELES
- CENTRAL CIVIL WEST COURTHOUSE

INSURANCE COMMISSIONER OF THE Case No. BS152302
STATE OF CALIFORNIA, Assigned to Hon. Lisa Hart Cole

Petitioner, . STIPULATION TO RESOLVE
: INSURANCE COMMISSIONER’S
V. MOTION TO SET ORDER TO SHOW

: CAUSE FOR HEARING; [PROPOSED]
SEECHANGE HEALTH INSURANCE ORDER
COMPANY,

: Hearing

Respondent. Date: November 28, 2016

Time: 11:00 a.m.

Place: Department 307
600 S. Commonwealth Ave.
Los Angeles, CA 90005

This stipulation is entered into by and between the Insurance Commissioner of the State of

California (the “Commissioner™), in his capacity as the liquidator of SeeChange Health

Insurance Company, (“SeeChange”), the United State;iincluding, without limitation, the
Department of Health and Human Services, Centers for Medicare & Medicaid Services
(“CMS”) ) by and through their respective undersigned counsel, based on the following facts.
| RECITALS | |
A, On January 28, 2015, the Court entered the Liquidation Order in the above-

referenced action. In the. Liquidation Order, the Court, among other things, directed the
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Commissioner, as liquidatof (the “Liquidator”), “to liquidate and wind up the business of
SeeChange and to act in all ways and exercise all powers necessary for the purpose of carrying
out this Order and the liquidation provisions of the Insurance Code ....”

B. - On'or about December 22, 2015, CMS submitted to the Liquidafor a proof of
claim for $5,206.,7‘59.13 allegedly owed by SeeChange. This proof of claim was comprised of
(i) $3,211,536.27 in fees allegedly owed under the Permanent Risk Adjustment Program (42
U.S.C. § 18063) of the Patient Protection and Affordable Care Act (the “ACA™); (ii) $1,988,154
in fees allegedly owed under thé Transitional Reinsurance Program of the ACA (42 U.S.lC. §
18061); and (iii) $6,068.86 éllegedly owed under the Medicare Secondary Payer Act (42 US.C.
‘§ 1395y(b)(2)(B)). In its proof of claim, CMS indicates that the claims assel“téd “are entitled to
first priority treatment pursuant to 31 U.S.C. § 3713.” In their prior correspondence, counsel to
the United States further argued that 31 U.S.C. § 3713 (the “Priority Statute”) requires that the
Liquidator pay ﬁfst CMS’s claims related to the ACA. .

C. On July 19, 2016, after analyzing CMS’s proof of claim, the Liquidator sent his
claims determination. In the claims determination, the Liquidator (i) segregates the amounts
alleged to be owed under the Medicare Secondary Payer Act to be dealt with in a later date;

(i1) allows $1,988,154 in fees owed under the Transitional Reinsurance Program of the ACA and
$3,211,512.61 in fees under the Permanent Risk Adjustment Program of the ACA (collectively,
the “ACA-Related Claims”); (iii) classifies the allowed claims as Class 3 claims; and (@iv)
disallows all other claims of the United States.

D. On or about August 26, 2016, the United States Department of Justice filed an
Application for an Order to Show Cause regarding POC 500206 pursuant to California Insurance
Code § 1032 (“The Order to Show Cause Proceeding™). This Application requested that the
Court and the Liquidator “postpone further action on the Claims Determination and the United
States’ Application until DOJ receives information from the Liquidator necessary for DOJ to
search for claims against SeeChange.” On August, 26, 2016, prior to any hearing on the‘

application, this Court entered on August 26, 2016 its Order Deferring the United States
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Department of Justice’s Ap]glication for an Order to Show Cause Regarding POC Number
500206. |

E.  Onor about October 6, 2016, the Liquidator filed and served 1nswﬁnce
Commissioner’s Notice of Motion and Motion to Vacate Order Issued Staying Proceedings and to|
Set Order to Show Cause for Hearing (the “Motion”). Among other things, the Motion i'eqllested
that the Court set a hearing to determine the'priority of the ACA-Related Claims. The Motion is
currently scheduled for November 28, 2016 at 11:00 a.m. |

F. On or about October 24, 2016, counsel for the United States informed the

.Liquidator that CMS and the United States did not file an Application for an Order to Show

Cause regarding the determination of the ACA-Related Claims, that they have determined not to

challenge the Liquildator’sb class.iﬁqat.ion of the ACA-Related Claims, and that they will not assert
any liability under the Priority Statute if the Liquidator pays administrative costs and policyholder
level claims in this liquidation before the ACA-Related Claims: ‘

STIPULATION

Based on the foregoing récitals, thé United States and the Liqﬁidator agree as follows:

1. The United States filed an Application for an Order to Show Cause pertaining to
rejected proof of claim Number 500206 [“this Order to Show Cause Proceeding”]. The proof
of claim filed by the Departiment of Justice Nﬁmber 500206 seeking to assert .“unknown” claims
shall be reinstated to the status of neither approved nor rejected. That proof of claim inay be the
subject of a future claims determination, to which California Insurance Code § 1032 would apply.
This stipulation thus obviates this Order to Show Cause Proceeding as moot. The Motion
pertaining to this Application is accordingly withdrawn. The proof of claim filed by CMS, POC
Number 500201, shall be deemed resolved as set forth in Paragraph 2.

2. The proof of 6léi111 filed' by CMS, POC Number 500201, is resolved by the
approval letter issued by the Liquidator and by this stipulation. The United Stétes and CMS are
not challenging and will not challenge the Liquidator’s determination to classify the ACA-
Related Claims, as approved in substantial paft, as Class 3 under California Insurance Code

section 1033 and they will not assert liability under the Priority Statute if the Liquidator pays
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Class 1 and Class 2 claims (i,y.e., administrative costs and policyholder level claims) before the

ACA-Related Claims are paid.

3.. This stipulatioﬁ and the accompanying order are without prejudice to the other
claims of the United States and CMS. The Liquidator, the United States, and CMS expressly

reserve their rights to litigate the validity and priority of those claims, if necessary.

Dated: November i, 2016° ' KAMALA D. HARRIS
: - Attorney General of California
STEPHEN LEW
Senior Assistant Attorney General

/ <=
BV:W(LM// o .2%%’/&4
Matthew C. Heyn, Deputy Kttomey General

Attorneys for Insurance Commissioner of the State
of California :

N A
Dated: November ,2016 / Y R o\ ' sl
TERRANCE A: MEBANE | -
District of Columbia Bar No. 1022005
‘\ . JHARON C. WILLIAMS
~  District of Columbia Bar No. 946731
- Attorneys, Civil Division, U.S. Department of
Justice, Commercial Litigation Branch
"P.O. Box 875
Ben Franklin Station
Washington, DC 20044-0875
Tel: (202) 353-0530
Fax: (202) 307-0494
Attorneys for the United States

LA2014512962
Clean.docx

4

STIPULATION TO RESOLVE MOTION TO SET OSC FOR HEARING; ORDER (BS152302)




A= - B Y « LY, TR U % S NG S

[\)MMN[\J[\)[\JN;—-HH;—H—.—-—AH;—‘
Q\JG\U'I-DUJN'—‘O\DOO\]O\M-PLHN'—‘O

The Court has read and considered the fo'regoing stipulation. Based on the parties’
agreement and good cause appearing, IT IS HEREBY ORDERED:

1. This Order to Show Cause Proceeding is rendered moot, because Proof of Claim
Number 500206 filed by the United States Department of Justice as to “unknown claims” is
hereby is restored to the status of “neither approved nor rejected.” Any further action on this
proof of claim will require a further approval or rejection by the Liquidator, as to which the
provisions of California Insurance Code § 1032 would apply. The hearing on the Motion, which
is currently set for November 28, 2016 at [ 1:00 a.m., is hereby vacated.

2. The ACA-Related Claims asserted by the Department of Health and Human
Services, Centers for Medicare & Medicaid Services, to the extent approved, are classified as
Class 3 under California Insurance Code section 1033, in accordance with the partial approval of

Proof of Claim Number 5002016,

NUWM 2015
Dated;

JUDGE OF THE SUPERIOR COURT

Kenn€th L. Freeman
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DECLARATION OF SERVICE BY E-MAIL AND U.S. Mail

Case Name: Insurance Commissioner of the State of California v. SeeChange Health
Insurance Company
Case No.: BS152302

I declare:

I am employed in the Office of the Attorney General, which is the office of a member of the
California State Bar, at which member's direction this service is made. I am 18 years of age or
older and not a party to this matter. I am familiar with the business practice at the Office of the
Attorney General for collection and processing of correspondence for mailing with the United
States Postal Service. In accordance with that practice, correspondence placed in the internal
mail collection system at the Office of the Attorney General is deposited with the United States
Postal Service with postage thereon fully prepaid that same day in the ordinary course of
business.

On November 1, 2016, I served the forgoing STIPULATION TO RESOLVE INSURANCE
COMMISSIONER’S MOTION TO SET ORDER TO SHOW CAUSE FOR HEARING;
[PROPOSED] ORDER by transmitting a true copy via electronic mail. In addition, I placed a
true copy thereof enclosed in a sealed envelope, in the internal mail system of the Office of the
Attorney General, addressed as follows:

SEE ATTACHED SERVICE LIST
I declare under penalty of perjury under the laws of the State of California the foregoing is true

and correct and that this declaration was executed on November 1, 2016, at Los Angeles,
California.

Carolina Castillo ZMZM 7 C Gie,

Declarant ~ Signature



'SERVICE BY E-MAIL

Frank O’Loughlin, Counsel for the National Organization of Life & Health Insurance Guaranty
Associations — foloughlin@lrrlaw.com

Cindy C. Oliver, Counsel for the National Organ1zat1on of Life & Health Insurance Guaranty
Associations - COliver@lrrlaw.com

Michael Surguine, Administrator of the Arizona Life & Health Guar antee Association -
msurguine@azinsurance.gov

Allan (Dick) Horne, Administrator of the Arkansas Life & Health Guaran’tee Association -
ahorne@ddh-ar.com : ' -

Peter Leonard, Administrator of the California Life & Health Guarantee Association -
pleonard@clhiga.org

Jamie Kelldorf, Administrator of the Coloradb Life & Health Guarantee Association -
jkelldorf@aol.com

William Falck, Administrator of the Florida Life & Health Guarantee Association -
wef@wfalcklaw.com

Candie Kinch, Administrator of the Idaho Life & Health Guarantee Association -
ckinch@idlifega.org

Janis Potter, Adm1n1strat01 of the Illinois Life & Health Guarantee Association -

jpotter@illinoisga.org

J énis Funk, Administrator of the Indiana Life & Health Guarantee Association -
jfunk@quadassoc.org

G. Thomas Sullivan, Administrator of the Iowa Life & Health Guarantee Association -
gtsullivan@nyemaster.com

Linda Becker, Administrator of the Kansas Life & Health Guarantee Association -
Ibecker@kslifega.org

Thomas Peterson, Administrator of the Kentucky Life & Health Guarantee Association -
guarantymn@aol.com

Beth Hoffman, Administrator of the Maryland Life & Health Guarantee Association -
beth.hoffman@madlifega.org



John Colpean, Administrator of the M1ch1gan Life & Health Guarantee Association -
jcolpean@milifega.org

Gordon Haydel, Administrator of the Mississippi Life & Health Guarantee Association -
rusdale@aol.com

Charles Renn, Administrator of the Missouri Life & Health Guarantee Association, :
crenn@mo-iga.org

- Pamela Olsen, Administrator of the Nebraska Life & Health Guarantee Association --

polsen@clinewilliams.com

Lou Roggensack, Administrator of the Nevada Life & Health Guarantee Association -
nlhiga@sbcglobal.net

Gregory Morris, Administrator of the North Dakota Life & Health Guarantee Association,
gmorris@ndlifega.org

Stephen Durish, Administrator of the Ohio Life & Health Guarantee Association -
sdurish@ohioga.org

James Rhodes, Administrator of the Oklahoma Life & Health Guarantee Association -
jwrhodes@oklifega.org

Charles Gullickson, Admlmstratm of the South Dakota Life & Health Guarantee Assomatlon -
cgullickson@sdlifega.org

Dan Elrod, Administrator of the Tennessee Life & Health Guarantee Association -
Dan.Elrod@butlersnow.com

Margaret Parker, Administrator of the Virginia Life & Health Guarantee Association,

- pparker@valifega.org

Mauna Dailey, Administrator of the West Virginia Life & Health Guarantee Association,
wvlhga@frontier.com

Allan Patek, Administrator of the Wisconsin Life & Health Guarantee Association -
allan@wisf-madison.org ‘

Michael Rosenfield, Counsel to SeeChange Health Insurance Co. - mrosenfield@sidley.com
Dan Boivin, Counsel to SeeChange Health Management, LLC - DBoivin@healthmine.com
Sharon C. Williams, Esq., Counsel to the United States -Sharon. Williams@usdoj.gov>

Terrance A. Mebane, Esq., Counsel to the United States — Terrance.A.Mebane@usdoj.gov



SERVICE LIST BY U.S. MAIL

Case Name: Insurance Commissioner of the State of California v. SeeChange Health

Insurance Company
Case No.: BS152302

Counsel to SéeChange Health Insurance Co.

Counsel to National Organization of Life &

Michael Rosenfield, Esq.
Sidley Austin LLP

555 West Fifth Street
Los Angeles, CA 90014

Counsel to the United States
Terrance A. Mebane, Esq.
Sharon C. Williams, Esq.
1100 L Street, N.-W. '
Washington, D.C. 20005

Counsel to several parties filing proofs of
claim '

R. Lovich, Esq. _ :
Stephenson Acquisito & Coleman

303 N. Glenoaks Blvd., Suite 700
Burbank, CA 91502

LA2014512962
Declaration of Service by Email and U.S. Mail.doc

Health Guaranty Associations
Frank O’Loughlin & Cindy C. Oliver

. Lewis Roca Rothgerber LLP

1200 Seventeenth St., Suite 3000
Denver, Colorado 80202

Counsel to several parties filing proofs of
claim

Heather E. Gibson, Esq.

8805 Cox Ave. #200

Saratoga, CA 95070

Claimant

- St. Mary’s Medical Center

c/o Specialized Healthcare
220 Congress Park Drive, Suite 21
Delray Beach, FL 33445





