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Defendant. ) ABSTKNTION AND REMAND 
\ 

THIS MLITTER came on Lor hear ing  before the Honorab le  Patricia C .  

Williams on October 15, 2 0 0 1  upon P l a i n t i f f s '  Motions for H b s t c n t i o n  arld 

Remand. Plaintiffs were r ep re sen ted  by Gerald Kobluk; Defendant Ae t -na  

LT. S .  Healthcare of Washirigton was represented by John Campbell; 

Defendant Health Net, Inc. and Molina Healthcare o: Washington, Inc. 

were represented by Stevan Phil lips; and defendant Pacif icarc  of 

Washington, Inc. was represented by Edward Johnson. Thc C o u r t  reviewed 

the f i l e s  and records h e r e i n ,  heard argument of counsel and w3s f u l l y  

adv i sed  i n  t h c  premises. The cour t  now e n t e r s  its Memorandurn Decision. 

FACTS 

Requests f o r  remarld t o  t h e  s t a t e  court have beer1 made by the 

plaintiffs i n  these f i v e  adversary proccedings which relate to the three 

j o i r l t l y  administered bankruptcy proceedings of t h e  r e l a t e d  x t i  t i e s  

collectively referred to as Health Link. Thc debtor's primary ~ u s ~ n e s s  
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was to c o n t r a c t  w i t h  h e a l t h  insurance companies arid health rnaintena~iee 

o rgan i za t i o r l s  (HMO).  By the terms of those contracts, and there are 

disputes as to whether c e r t a i n  cont l racts  even existed, t h e  h e a l t h  care  

providers would submit h j l l i n g s  for medical se~x ices  to the insured 01 

member o f  the HMO t o  Hea l t h  L i n k .  The debtor would process the b i l l i n g  

dnd pay t h e  mcdical service provider on behalf of the health insurance 

company or HMO. 'l'he contracts had varying p r o v i s i o n s  regard ing  t h e  

r.eirrbursement of t h e  d e b t o r  by t h e  health i n s u r a n c e  company or HMO. 

These p l a i n t i f f s  arc health care providers who did not receive payment 

from Health L i n k  for services provrded t o  i n s u r e d s  or- inembers 3f HMOs, 

The plaintiffs broughL suit against the insurance company or HMO in 

s t a t e  court seeking payment. A more do-taj led a r l a ly s i s  of t h e  factual 

backgrouild and h u s i r i e s s  mileau w h i c h  gave r i s e  to these f i v e  advlrsaries 

appears in t h i s  court's p r i o r  d e c i s i o n  entered J u l y  11, 2001 i::i Lmpire 

Health Services v. Aetna U. S. Healthcare of Washing ton ,  Inc., A01-00027 

and Empire H e a 1 t l 1  Services v. S t a t e  of Washington, A31-00028 

(he re ina l t e r  referred to as t h e  " P r i o r  Decision"). 

Although this situation involves f i v e  a d v e r s a r y  p roceed ings ,  there 

are orily two p l a i n t i f f s .  T h e  p l a in t . ;  f f  in adve r sa ry  N o .  01-00118-W1R is 

Sacred Heart Medical Center, a medical care p r o v i d e r .  In staCe c o u r t ,  

iL sued Health Net, Inc., a s u c c e s s o r - i n - i n t e r e s t  of QualMed Wa:jhinqton 

H e a l t h  P lan ,  I n c . ,  a h e a l t h  insurance  company, t o  whose i n s u r e d s  t h e  

p l a i n t i f f  provided medical services. Health  L ink  f a i l e d  t o  pay thc 

p l z i r ~ C i f f  f o r  those  medical servic:es arid thc plaintiff now s e e k s  t o  

directly recover from the healLh i n s u r a n c e  company. Sacred Heart 

Medical Center is also the pla i r1 t i f . f  i n  aclversary No. 01-00121-ln71R. It 
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brought suit against Pacificare of Washington, Tnc. 011 the same h a s i s .  

Sacred Heart Medial Center i s  also t h e  p l a i n t i f f  in adversary No. 01- 

000109-W1R and, again on the same basis, brouyht suit a g a i n s t  Aetna U. S. 

Healthcare of Washington, Tnc., a successor-of-in-Lerest to T'JYL Care 

Health Plans Northwest, Inc. 

The plaintiff i n  adversary No. 01-001.17-W1R is St. Joseph Care 

Center, a medical care provider. It also b r o u g h t  suit a g a i n s t  Health 

Net, Inc  . , as successor- i r i - interest :  of QualMed Washri ngtnn Ileal'th PJ~an, 

I n c . ,  t o  whose i n s u r e d s  t h e  p l a in t i f :£  provided medica l  services. Health 

Link failed C o  pay t h e  p l a i n t i f f  f o r  those  medical services and Lhe 

plaintiff now secks to directly recover lrom thc h e a l t h  i ~ ~ s u r a n c e  

company. Tn adversary No. 02-00122-WlR, S t .  Joseph Care C e n t e r  brought 

suit against Pacificare of Washington, I n c .  on the same basis. 

AlLhough the con t . r ac t s  between the various defendants (or their 

predecessors) and Health L i n k  var ied  and the course of dealing betwcen 

the plaintiffs and Health Link varied, the essential d i s p u t e  is that 

each plaintiff provided medical services, each defendant paid sums to 

Health Link to pay Eor those services and as Heal th  Link failed to pay 

the plaintiffs for the services, each de fendan t  should do s o .  These 

f i v e  adversary procecdings were originally commenced in s t a t e  c:o11rt on 

A p r i l  30, 2001 and were removed to this court bekween May 23, 2001 and 

June 4, 2001. 

Was Removal Prol~er U n d e r  28 U. S .  C .  S 1334 (b) and 1452 (a) ? 

T f  t h e  outcome of t h e s e  a d v e r s a r i e s  c o u l d  conceivably a f f e c t  the 

bar lkruptcy  e s t a t e ,  " re la t ed  to" - j u r i s d i c t i c r n  exists under. 2 0  U. S. C. 

5 1 3 3 4 ( b ) .  "Related to" jurisdiction is very broad and even includes 

I 
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matters only indirectly re1 ated to t h e  bankruptcy proceedings o r  t h e  

b a n k r u p t c y  estalre.  I n  re  ACI-HDT Szzpply Co., 205 B. R .  231, 237 ( B . A .  P. 

gth Cir. 1 9 9 7 ) .  The ques t ion  of whether " re la ted  to" j u r i s d i c t i o i ~  exists 

i s  t o  be determined a t  thc time of the removal.  Sparta Surgical Corp. sr .  

N a t i o n a l  Ass'n of Secur iL i e s  Dealers, IJIC., 153 I?. 3d 1 2 0 9  (gtt l  C i r .  1998) 

and In ie C a r r a h e r ,  971 F.2d 327 (gt"Cir. 1 9 9 2 ) .  For t h e  r c a z o n a  s e t  

forth i n  t h e  Prior Decision, " r e l a t e d  Lo" j u r i s d i c t i o n  existed at t h e  

time of t hc  removal which occu r r ed  b e t w e e n  Mtiy 23, 2001  and June 4 ,  

2001. The removal of the f i v e  sLate c o u r t  cases was proper  and t h e  

question then becomes whether t h i s  court shou ld  exercise its discretion 

and remand t h e  cases back t o  Lhe s t a t e  court. 

Should the Cases Be manded  Under 28 U.S.C. 5 1452(b)? 

Application of t h e  Lactors t o  determine whether equitable remand is 

appropriaLe is to be made aL t he  timc t h e  d e c i s i o n  t o  I-emand 1 s  

cons idered ,  n o t  a t  t h e  time the case is removed. Even thougl? t h e  

u n d e r l y i r i g  b a n k r u p t c y  proceeding i s  dismissed and there i s  t h e n  no 

banlcruptcy es taLe  t o  which the s u i t  m a y  "relate", t h e   bankrupt,:^ Court  

may continue t o  have jurisdiction . D i s m i s s a l  of che underlying 

bankruptcy p roceed ing  is one example of t h e  marly t y p c s  o f  events or 

changes in circumstances which may occur  between removal and  the 

decision to remand. irn re S ~ n i t h ,  8 6 6  F.2d 576,  580  (3d C l r .  Pa. 1989). 

The court must apply the same equitable remarld f a c t o r s  as app l i ed  

i n  the Prior Decision to determine whether it is in the best i n t 2 r e s t  of 

j u s t i c e  t o  retain or remand these five adversary proceedings. ~ h c  

factual and legal issues presented by these adversaries only s l i g h t l y  

differ from those prev ious ly  presented. There are,  however, some 
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circumstances which have changed since the Prior ~ e c i s i o r i . '  ~ h c  key 

distinction between the current a p p l i c a t i o n  of fac tors  and t h d t  which 

occurred in t h e  P r i o r  Decis ion i s  t h a t  now n e i t h e r  the p l a i n t i f f s  nor 

the defendants in these five adversaries rnay b r i n g  claims aqains t  t h e  

e s t a t e  due  t o  t h e  existence of settlement ayreernents. 

Between Clle entry of t h e  P r i o r  Decis ion and corlsideration of this 

request to remand, significant @ v e n t s  have occurrcd i n  the underlying 

bankruptcy proceeding and the numerous r e l z t e d  adversarics. As was the 

s i t u r z t i o n  at the Lime of thc P r i o r  r lecis ion,  a set t lemerl t  was rcacheci i r i  

Case No. CS-99-740-FVS pending in federal district court. The 

settlement is among the Health Link Chapter 7 Trustec and varlous 

parties i n c l u d i n g  these defendants, Pacificare of Washington, Inc. and 

Aetna U.S. Healthcare of Washington, I n c .  ( th rough  i t s  predecessor-in- 

interest N Y L  Care). 'L'hat settlement has now been implemented. The 

de fendan t s  i n  these adversary proceedings have re leased a l l  claims 

a g a i n s t  the  bankruptcy estate arid s i g n i f i c a n t  sums were pa id  to t h e  

bankruptcy estate as a result of t h e  settlement. At t h i s  t ~ m e ,  Lhe 

de fendan t s  in thcse fi-ve adversary proceedirlys,  evcn if t h e  plaintiffs 

prevail against them in these adve r sa ry  proceedirlgs,  have no .recourse 

agalnst t h e  bankruptcy es ta te .  

More importantly, s i n c e  the Prior Decis ion,  a settlemerlt llas been 

reached zrnong t h e  bankruptcy Chapter 7 Trustee and va r ious  medical care 

provi  ders . These p ia i  n t i E f  s,  St. Joseph Cdre Center and Sacred Hear t  

l ~ t  least one p l a i n t i f f  i n  these adversaries has indicate0 t h a t  a 
j u r y  demand will be made. Since Lhe c.omplail~tv contain both l e g a l  and 
equiLdble causes of action, it is premature to determine w h e t ' t ~ e r  a 
jury  would be required. 
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Medical Center,  a re  p a r t i e s  t o  the seitlernerlt and have re'lecised d l 1  

c la ims  against t h e  es t d t e .  "hat settlement was approved on 

September 20, 2001. ~t the time of the P r i o r  Decis ion,  the a8rlversary 

procceding N o .  A00-00244-WlR f i l e d  by the TrusLee seeking to recc~vef 

preference payments from Sacred Heart Medical Center, d p l a i n t i f f  in 

th ree  o f  these adversaries, had bee11 filed. That zdversary remains open 

pending resolution oL claims agains t  t h e  remaining defendants. That 

adversary N o .  H00-00244-W7R was one of approximately 350 adversary 

proceedings i n  which the Chapter 7 Trustee sought recovery of 

prefererlces. Since the Prior Decision, a settlement p lan  h a s  been 

media ted  pursuant to which many of t h e  adversaries have been settled anti 

dismissed. ImplementaLion of that plan c o n t i n u e s .  It is unknown 

whether se t t l emen t  of adversary  N o .  00-00744-W1R w i l l  r e s u l t  from tht? 

mediatcd settlement plan, but the likelihood of a setClement of that 

voidable preference adversary and indced,  in any of the adversaries, has 

been greatly i n c r e a s e d .  

A t  t h i s  time, the l i k e l i h o o d  of any conceivable impact on the 

bankruptcy e s t a t e  from a f i n a l  r e s o l u t i o n  of these adversaries appears 

de minimis.  Regardless of  the outcome of t h e s e  plaintiffs' claims 

a g a i n s t  these defendants, neilher these plaintiffs or these defendants  

may b r i n g  a c l a i ~ n  agdinst the  e s t a t e  under the s e t t l e m e n t  agreements dild 

releases.  The compli cated picture o t  the disputes a n d  issues i:?volvj 1-19 

the Heal th  Ttink estate has simplified since t h e  Prior Decision and Lliese 

particula~ entities have removed many of CIieir overlapping claims ancl 

counterclaims from the picture. Records and  in format ion  helcl by t h e  

estatc will c e r t a i n l y  be relevarlL t o  t h e  rc r ,o lu t ion  of the d i s p u t e s ,  but 
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not!-llrlg in the Code protects b a n k r u p t c y  e s t a t e s  or debtors f r o m  their 

o b l i g a t i o n s  to appear as witnesses in proceedirlys betwcen o t h e r  p a l t i e s  

which have no claims against the debtor or estate. 

CONCLUSLON 

Therefore, this c o u r t  determirles that appl ica t ior i  of the equitable 

factors of remand under t h e  c u r r e n t  circumstances requ i res  these five 

cases to be remanded to the state cmrt for determination ot t h e  i ssues  

between the p l a i n t i f f s  and  the defendants. Orders will be en.zercd to 

this effzct. 

The C l e r k  of Court is directed to file thin Memorandum D e c i s i a n  arid 

provide  copies to counsel. 

DATEO this d l  s+day oL November, 2001.  

& P A T R T C ~ W S L d ~ p t c y  - 0  Judge 
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UNITED STATES BANKRbPTCY COURT 
EASTERN DISTRICT OF kVASH1NCTON 

CERTIFICATE OF SERVICE 

The undersigned deputy clerk of the United States Bankruptcy Court for the Eastern 

District of Washington hereby certifies that a copy.of the document, of which this is 

attached, was mailed this date to the following parties as required by the Bankruptcy Code 
- 

and Federal Rules of Bankruptcy Procedure. 
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Deputy Clerk Date 




