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h Foundation v. CHS/Community Health Systems Inc et al

FILED IN THE
U.S. DISTRICT COURT
EASTERN DISTRICT OF WASHINGTON

Jul 09, 2019

UNITED STATES DISTRICT COURT  s&an r meavor. cLer
EASTERN DISTRICT OF WASHINGTON

EMPIRE HEALTH FOUNDATION, a| No. 2:17-cv-00209-SMJ
Washington nonprofit corporation,
ORDER GRANTING IN PART
Plaintiff, AND DENYING IN PART
DEFENDANTS’ MOTION FOR
V. PARTIAL SUMMARY
JUDGMENT
CHS/COMMUNITY HEALTH
SYSTEMS INC., a Delaware
corporation; SPOKANE
WASHINGTON HOSPITAL
COMPANY LLC, a Delaware limited
liability company; and SPOKANE
VALLEY WASHINGTON HOSPITAL
COMPANY LLC, a Delaware limited
liability company,

Defendants.

Plaintiff Empire Health FoundationasiDefendants CHSOmmunity Health
Systems Inc., Spokane Washington HapCompany LLC,and Spokane Vallg
Washington Hospital Company LLC (collectively “CHS”) for breach of cont
alleging it failed to fulfill the charitycare commitmentst made in its 2003
acquisition of two Spokane area hospit&l€F No. 1. Beforehe Court is CHS’
Motion for Partial Summary Judgment, EGlo. 115. CHS seskpartial summar

judgment that Deaconess Medical Cemeavided sufficient charity care in 20
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and Valley Hospital and Meckl Center provided sufficient charity care in 2011

through 2014.Id. The Foundation opposes tmeotion. ECF No. 144. After

reviewing the record and relent legal authorities, thed@rt grants the motion as

Valley hospital's charitycare levels in 2011, 2012nd 2014—the only years |i

which its charity care levelexceeded the regional erage. However, the Court

denies the remainder of the motion becaugeraiine dispute of material fact exi

sts

on whether the rest of the hospitals’ chaatye levels were “comparable to” the

regional average within the rmeing of two nearly identad conditions in two state

agency certificates enforceahinder the parties’ contract.

BACKGROUND

This case is schedulddr a bench trial on Agust 12, 2019. ECF No. 190.

The underlying facts are settio in the Court’'s Februarg7, 2019 Order Ruling @
Cross-Motions for Summary Judgment, EN&. 82, and will nobe repeated her

Two Certificates of Need, issued tiye Washington StatDepartment g
Health in 2008, provide #t Deaconess hospital aMahlley hospital “will use
reasonable efforts to proviadarity care in an amounbmparable to or exceedi
the average amount of chartsgire provided by hospitails the Eastern Washingt(
Region.” ECF No. 61-1 at ZCF No. 61-2 at 2. The Cdypreviously ruled thi
charity care condition is enforceablender the parties2007 Asset Purchas

Agreement. ECF Nos. 22, 36, 50, 82.

ORDER GRANTING IN PART ANDDENYING IN PART DEFENDANTS’
MOTION FOR PARTIA- SUMMARY JUDGMENT - 2

n

D

—




10

11

12

13

14

15

16

17

18

19

20

LEGAL STANDARD
A party is entitled to summary judgmt where the docuemtary evidenc
produced by the parties patmonly one conclusiormAnderson v. Liberty Lobby,
Inc., 477 U.S. 242, 250 (1986). &rCourt must grant sunary judgment if “the
movant shows that there is no genuine dispstto any material fact and the mov

is entitled to judgment as a matter of law.” Fed. R. €iv56(a). “A material issu

rant

e

of fact is one that affects the outcomeha litigation and requires a trial to resojve

the parties’ differing wesions of the truth.SEC v. Seaboard Corp., 677 F.2d 1301
1306 (9th Cir. 1982).

The moving party has theifial burden of showing no reasonable trier of
could find other than for the moving par@elotex Corp. v. Catrett, 477 U.S. 317
325 (1986). Once the moving party meetshiisden, the nonmoving party mi
point to specific facts establishing a genumispute of material fact for tria
Matsushita Elec. Indus. Co. v. Zenith Radio Corp., 475 U.S. 574, 586-87 (1986).

“[A] mere ‘scintilla’ of evidence W be insufficient to defeat a prope
supported motion for summary judgmentstead, the nonmoving party mi

introduce some ‘significanprobative evidence tendin@ support th[at party’

case].” Fazio v. City & County of San Francisco, 125 F.3d 1328, 1331 (9th Cir.

1997) (quotingAnderson, 477 U.S. at 249, 252). If the nonmoving party fail:

make such a showing for any of the elemestential to its case as to which it wo
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have the burden of proof at trial,etfCourt should grant hsummary judgment

motion.Celotex, 477 U.Sat 322.

The Court must view the facts amdaw inferences ithe manner most

favorable to the nonmoving partynderson, 477 U.S. at 255Chaffin v. United

Sates, 176 F.3d 1208, 1213 (9th Cir. 1999Hnd, the Court “must not gra

summary judgment based oits] determination that @n set of facts is motre

believable than anothemNelson v. City of Davis, 571 F.3d 924, 929 (9th Cir. 200
DISCUSSION
CHS argues that, using the Fdation’s own calculations, Deacon:d

hospital provided sufficient charity care 2012 and Valley hospital provids

sufficient charity care in 2011 through 20ECF No. 115 at 9-11. The Court par

agrees. Using the Department’s official numbeaad comparing those numbers

an annual basis,itlout aggregatiod Valley hospital’'s charitgare levels exceeds

2SS

137
o

on

bd

! The Foundation urges the Court to alter the Department’s official numblers to

(1) omit Deaconess hospital and Valley hospital’'s reported charity care leve
the regional average, and (2) adjiaconess hospital and Valley hospit
reported charity care levels to accountdtdeged chargemasteflation. ECF No
144 at 12-14. The Court declines to st because the Foundation present
evidence suggesting the parties inten@dS’s contractual performance to
measured in that way. Further, theuRdation’s analysis conflates the dame
element with the breach element. eTfoundation’s means of calculating
equitable monetary award is an inappratg measure of whether CHS breache
duty relating to charity care in the firstagke. A breach either occurred or did
occur; equitable considerations hangeplace in determining that issue.

2 The Foundation urges the Court to aggregate Deaconess hospital and
hospital’s reported charity care levelsdetermine how thei“‘combined annus
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the regional average in 2011 (100.87%tloé average), 2@1(106.08% of thg
average), and 2014 (101.25%tloé average). ECF No. 1161at3. Therefore, as |
that particular hospital in those particwaars, CHS necessarily fulfilled its duty

“‘use reasonable efforts to provide chariare in an amountomparable to g

U

o

to

r

exceeding the average amowoitcharity care provided by hospitals in the Eastern

Washington Region®’ECF No. 61-1 at 2; ECF No. 61-2 at 2.

However, a genuine dispubé material fact exists owhether the rest of th
hospitals’ charity care levels were “comyaeato” the regionahverage within th
meaning of the Certificates of Need. ktgithe Department’sfiicial numbers, ant

comparing those numbers on an annualshd3eaconess hospital’'s charity c

effort” compares to the regnal average. ECF No. 144%1at. The Court declines
do so because the Foundation presents no evidence suggesting the parties
CHS’s contractual performance to be amered in that way. At most, t
Foundation establishes argaable basis for joint and\seral liability between a
Defendants if either of the hospitals praaddinsufficient charity care. But it mu
first be determined whether either of tlespitals provided insufficient charity ca
And that is plainly an individuakather than collective inquiry.

3 The Foundation argues it may neverthetaamtain claims for breaches of ot}
contract requirements and for breacheghefduty of good faith and fair dealir
ECF No. 144 at 13 & n.2, 15-16. Beca@¢S’s motion only addresses the cla
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alleging the hospitals provided insufficient charity care, it is unnecessary for the

Court to address claims concerninghest contract requirements. The Cqg
previously ruled that the Foundationfgpood-faith-and-fair-dealing claims 3
limited to the applicable statute of lit@tions period—from June 12, 2014 onwe
See ECF No. 22 at 14-15; ECF No. 36 at 3 rkarther, the Court agrees with Cl
that, here, the good-faith-arfidi-dealing claims are deative of the contrag
claims.See ECF No. 1 at 7, 10; ECF No. 1711& n.4. Therefore, the Court gra
partial summary judgment in CHS’s favas to all of the Foundation’s clair
involving Valley hospital’s charitgare levels in 2011, 2012, and 2014.
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levels fell below the regiohaverage in 2012 (78.09% tfe averageand Valley

hospital’s charity care levefsll below the regional avage in 2013 (79.22% of tt

average). As the Court ruled previoysly{Clomparable to’ could reasonably

require either approximation or a close rate€ither way, the&legree of deviatio
to be tolerated is not colusively established.” ECRo. 82 at 12-13. CHS prese
no new evidence to the contrdryhus, whether deviaths of 21.91% and 20.78
below the regional average are nevddbe “comparable to” it remains to
determined at trial.

In a footnote, CHS argues it cannothmdd liable for the hospitals’ allegs
failure to provide sufficient charity cara the first and second quarters of 2(
because it sold them halfway through tfear, compliance is supposedly (accort

to the Foundation) measured annually, andrtqeugt data is often inaccurate

4 CHS resubmits some of the same evidéhpeesented when the Court denied
earlier summary judgment motiofee generally ECF Nos. 82, 116, 116-1 to -
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Specifically, CHS points to the Depawnt's 2010 preliminary assessment

concluding “it appears that CHS is nieg the charity care comitments” when it;
charity care levels weras low as 74.28% of thegenal average. ECF No. 116
at 19;seealso ECF No. 116 at 3. The Court wasae of such evidence earlier |
concluded it failed to conchively establish how far bew the regional average t
hospitals’ charity care lel@may fall and still be comdered “comparable to” th
average. CHS now reiterates its argumeat ¢éhdeviation of up to 25.72% belg
the regional average per se acceptable. But, as it did before, the Founds
presents deposition testimony flatlgntradicting this propositioisee ECF No. 63-
1 at 35-36, 51, 6569, 72, &K, 89-93. The Court mayot assess the weight
credibility of the evideoe at this stage. A genuine jplige of material fact exists (
how far below the regional average thespitals’ charity care levels may fall a
still be considered “comparable to” the average.
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incomplete. ECF No. 115 at 7-8, 7 n.2. Bigse concerns do n@nder any allege

charity care shortfall in the first hadf 2017 entirely non-aanable, as CHS cite

no contractual provision or legal authorityieging it of its charity care obligatior
during those transition months. Thus, CHi&fp establish it is entitled to judgme
as a matter of law on the hospitals’ alleged failure to deosufficient charity car
in the first and second quarters of 2017.

Viewing all evidence and drawing akasonable inferences in the man

most favorable to the Foundation, no reasan#ibr of fact could find in its favg

on its claims that Valley hospital providlensufficient charity care in 2011, 201

and 2014. On the contrary,reasonable trier of faacould only find that Valley

hospital’'s charity care levels exceeddte regional average in those ye

Therefore, CHS has met itstial burden in support gbartial summary judgment.

By contrast, the Foundation Haded to point to specific facts establishing a gen

dispute of material facfor trial. The Foundation lsafailed to introduce the

significant probative evidencequired to defegtartial summary judgment. And,
the extent the Foundation has identifiechgee factual disputes, they are

material because thelp not alter the outcome.

In sum, no genuine dispute exists asnyg material fact and, as a matter

law, CHS is entitled to judgent on the Foundation’s chas that Valley hospite

provided too little charity care in 2011, 2052d 2014. Howeveg genuine disput
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of material fact exists on whether the rekthe hospitals’ charitgare levels wer
“‘comparable to” the regional average witthe meaning of the Certificates of Ne
Accordingly,IT IS HEREBY ORDERED:
1. Defendants’ Motion for Rial Summary JudgmenECF No. 115 is
GRANTED IN PART andDENIED IN PART.
A. Summary judgment in Defendant§vor is granted as |
Plaintiff's claims regardig Valley Hospital and Medici
Center’s charity care levels in 2011, 2012, and 2014.
B. The remainder of the motion is denied.
IT IS SO ORDERED. The Clerk’s Office is direetd to enter this Order al
provide copies to all counsel.

DATED this 9th day of July 2019.

(— ) l'ﬂ-ﬁl_ﬁ_n l [
e et
SALVADOR MENB-“:}.';A, JR.
United States DistriciJudge
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