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or a critical vendor to use that termnol ogy, then
typically those CEGs woul d contact ne or David Densl aw,
our general counsel directly. | would then instruct
themon what our -- after |1've gotten all the
I nformati on on what our opinions would be and whet her or
not we would want to try and cure that agreenent or not
cure that agreenent.

Q Vell, let's wal k through that process. You
said typically they would handle it -- these issues
locally at the | ocal hospital?

A That is correct.

Q | s this an agreenent that was handled -- are
t hese agreenents that were handl ed | ocal ly?

MR PENZER  These neani ng?

MR M NTZ: The agreenents, the termthat's
defined in the stipulation.

MR PENZER In this exhibit?

MR M NTZ: Yes.

A The agreenents or the devel opnent of any type
of agreenent to do a cure anobunt or even negotiate a
contract is always handled locally with input fromthe

corporate office so these would fit into that category.
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BY MR M NTZ:
Q What cat egory?
A The category where they woul d sel ect i nput

fromeither Dave Densl aw, the general counsel or nyself.

Q Now, you said that they woul d seek input from
yourself or -- can you spell M. Denslaw s | ast nane?

A DE-NSL-AAW

Q That they woul d seek input fromyourself or

M. Denslaw if the agreenent was, if | wote this down

correctly, for a large anount or a key vendor; is that

correct?
A That is correct.
Q Wre these agreenents for |arge anmounts or

for key vendors or both?
MR PENZER  (bjection to form

A | would first say key vendors because | at
the tinme probably woul d have no i dea what the exact
anounts are.
BY MR M NTZ:

Q Wiy do you deemthemto be, quote, key
vendor s?

A Because they have a significant relationship
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with Pacifica and have for a long tine.
Q And you said that in the case of agreenents
with a key vendor, the CEO of the |ocal hospital would

contact you or M. Denslaw, correct?

A That is correct.

Q And is that what happened in this case?
A That is correct.

Q And what did you instruct the CEO of the

| ocal hospital to do with respect to these agreenents?

A Wth respect to these agreenents to figure
out what the cure anounts were and to al so | ook and see
If there was any, for ny interpretatioh, anmounts owed
back to us neaning Pacifica Hospital that we could
negoti ate into an agreenent.

Q And is that what happened here?

A That is correct.

Q And did the CEO of the |local hospital inform
you of those anounts?

A Yes.

Q And what did you advise themto do with
respect to these agreenents based on that information?

A Qur busi ness peopl e there began negoti ating
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with Universal Care on how we could collect what we
t hought was due to us and al so they coul d col |l ect what
t hey thought was due to them

Q Was it always Pacifica or DCHC s intent to
assune the agreenents?

MR PENZER  ojection to form You can

answer .

A Not to ny know edge.
BY MR M NTZ:

Q It was not always their intent to assune the
agreenent s?

A There was not any present intent for
anything. The intent was to negotiate a deal .

Q Was it ever the intent of Pacifica or DCHC to
reject the agreenents?

MR PENZER  (bjection to form

A Again, it was not our intent to not have an
agreenment or to have an agreenment. It was our intent to
devel op a rel ationship and have the agreenent and keep
novi ng forward.
BY MR M NTZ:

Q D d you ever reject the GSA?

L. A. D. REPORTI NG & DI G TAL VI DEOGRAPHY

(202) 861-3410 (800) 292-4789 (301) 762-8282 (410) 539-3664

913cle66-7e31-4782-accc-f6934f2ed1lda



DEPOSI TI ON OF ERI CH MOUNCE
CONDUCTED ON WEDNESDAY, JUNE 1, 2005

10

11

12

13

14

15

16

17

18

19

20

21

22

Page 68

A When you say did | reject it can you be nore
specific?

Q Vell, the term"reject” is a pretty
straightforward term Wat does it nmean to you?

A In ny mnd did | ever then not cut a deal and
not have a contract with -- with Universal Care in
that -- no, | did not ever have that in ny mnd.

Q Did you ever informUniversal Care or anyone
el se that the GSA -- anyone else -- I'msorry, did you

ever informUniversal Care or any of its representatives
that the subscriber agreenent was rejected?

A | never informed anybody at Universal Care.

Q Do you know if any representative of Pacifica
or DCHC ever informed anyone at Universal Care that the
subscri ber agreenent was rejected?

A Not to ny know edge. They were only in
contact for negotiations.

Q Wien did you agree to a cure anount under the
GSA with respect to the subscriber agreenent?

A | think the formal agreenment was April -- as
It's dated, April 1, 2005.

Q Do you know when Universal Care filed its
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Care contract for the provision of health insurance to
Paci fi ca enpl oyees?
A Yes, it is.

MR PENZER Are you done with this exhibit
for now?

MR MNTZ: For the nonent. |'d like to
refer to what's been | abel ed Trust Exhibit 25.

(Trust Deposition Exhibit Nunber 25 was
marked for identification and attached to the
transcript.)

BY MR M NTZ:
Q Pl ease take a nonent to review the e-rmail .

MR COLLINS: |Is there a Bates nunber on this
one, Doug?

MR MNTZ: [|I'msorry, Pat. It's P 000992.

MR COLLINS: Bates nunber is P?

MR MNTZ: Yes. It was provided by
Uni ver sal Care.

MR COLLINS: kay.

BY MR M NTZ
Q Dd you take a look at it?
A | did.
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Q Can you tell us what this is?
A This appears to be an e-mail fromne to

Ms. Kinberly Nelson on Monday, April 19, 2004.

Q And who is cc'd on this e-nail?

A Casey Fatch.

Q Who i s Casey Fatch?

A He was the then CEO of Pacifica Hospital.

Q And he's no | onger enployed by Pacifica or
DCHC?

A That is correct.

Q What does this letter say, this e-mail say?

A "Hello, | amin receipt of the letter you

sent to M. Deryck Pal mer of Wil CGotshal regarding

Uni versal Care. The contract schedul ed on Exhibit 8 of
the Plan Suppl enent was referring to the Universal Care
Hospital Services Agreenent. That is, the contract that
allows for Universal Care to place patients at Pacifi ca.
This contract does not have anything to do with the
premuns for healthcare benefits contract. Thus the
cure anount for that contract is zero. W are assum ng
no ot her contracts with Universal Care.”

Q That's fine through there.

L. A. D. REPORTI NG & DI G TAL VI DEOGRAPHY

(202) 861-3410 (800) 292-4789 (301) 762-8282 (410) 539-3664

913cle66-7e31-4782-accc-f6934f2ed1lda



DEPOSI TI ON OF ERI CH MOUNCE
CONDUCTED ON WEDNESDAY, JUNE 1, 2005

10

11

12

13

14

15

16

17

18

19

20

21

22

Page 106
A Ckay.
Q Let's wal k through this. Wen you say the
contract -- is this -- have you seen this e-nmail before?
A Have | seen it before? This is the first

tine |'ve seen it inwiting like this in front of ne

other than the tine | typed it and sent it.

Q But you did type it and send it?
A | did.
Q And this is a fair and accurate copy of the

e-nmail you typed and sent?

MR PENZER  (bj ecti on.

A | assune so.
BY MR M NTZ:
Q Looki ng at the second sentence you say "The

contract schedul ed on Exhibit 8 of the Plan Suppl enent
was referring to the Universal Care Hospital Services
Agr eenent . "

What is the Universal Care Hospital Services

Agr eenent ?

A That woul d be the Medi-Cal capitation
agr eenent .
Q So the capitated agreenent that we | ooked at
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earlier?
A Correct.
Q And that is the contract that, quote, allows
for Universal Care to place patients at Pacifica?
A That is correct.
Q When you say "This contract does not have

anything to do wth the premuns for healthcare benefits
contract," the first "this contract” is referring to the
capi tated agreenent, correct?

A Yes.

Q And what is the premuns for healthcare
benefits contract? \

A | woul d under previous testinony assune that

that's referring to what we are calling the GSA

agr eement .
Q The one that we | ooked at earlier today?
A Yes.
Q I n the next sentence you say "thus the cure

amount for that contract is zero."

A Correct.
Q Whi ch contract are you referring to?
A For the Medi-Cal capitated agreenent.
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Q The cure anount for the capitated agreenent
that we | ooked at earlier is zero?
A That was ny knowl edge at that tine.
Q | n the next paragraph and next sentence you

state "we are assum ng no other contracts w th Universal

Care."

A That is correct. That's what it says.
Q What does that mnean?
A VW are assumng no other contracts with

Uni versal Care.

Q So what contracts were you assumng W th
Uni ver sal Care? \

A | would inmagine that that's just a general
statenent for nme nmeaning that if there's anything el se

out there we're not assumng it. That's what | neant by

t hat .

Q And what were you assum ng?

A What were we assum ng? The Medi-Cal in
this -- Medi-Cal contract and this e-mail was witten
14 -- 13 or 14 days after we energed from bankruptcy or

what | call energing from bankruptcy. Hundreds and

hundreds of contracts of this kind of thing com ng
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through and | referred to the plan supplenent to | ook at
exactly what was on the plan at that tinme and j ust
verbatimwote what | thought was the correct thing
based on that plan.

Q So did this constitute a rejection of al
contracts other than the capitated agreenent between
Paci fica and Uni versal Care?

A | just -- | don't know what constitutes a
rejection froma | egal standpoint because |'mnot a
| awyer but | said we are assum ng no other contracts by
| ooking at the plan supplenent that [ists all the
contracts. \

Q So when did you change your m nd?

MR PENZER  (njection. That's not what he
sai d.

A |*'mnot sure | understand the question, when
did I change ny m nd.

BY MR M NITZ:

Q Vel |, today or pursuant to the stipulation
you were assum ng the subscriber agreenent, correct?

A Correct.

Q But as of April 19, 2004 you were assum ng no
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ot her contracts wth Universal Care, correct?
MR PENZER  (nj ecti on.
A The problemwas | was | ooking at a statenent,
what ever that -- what was that called? Watever it has

that lists all of the contracts in there that says
what's assuned or rejected. | can't renenber if it
assunes actual rejection -- I'msorry, lists actual
rejections or lists actual assunptions and that's what |
was | ooking at at the tine.

BY MR M NTZ:

Q So as of that tine you intended to -- you
were assum ng the subscri ber agreenent?

A Agai n, you're assumng that |I had personal
know edge of every single contract and | go back to what
| said is howwe did this was each CEO set a nassive
list of all the contracts that they wanted to assune or
reject. Those were put into a naster spreadsheet if you
will that was submtted to the court. They were
reviewed by each CEQO. They weren't -- they were not
revi ewed specifically by anybody at corporate, every
single contract. Certain key contracts were revi ened.

At the point intinme that | wote this e-mail | referred
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directly to that.

Q Didn't you state earlier that the agreenents
with Universal Care were directly reviewed by you?

A | said that the negotiations for ny
communi cation wi th Pacifica were discussed with ne. You
asked ne if | had discussed anything wwth regard to the
cure anounts, at least to ny recollection, with Pacifica
I ndividuals and | said yes, | had.

Q So you didn't discuss with Pacifica
representatives the subscriber agreenent?

A To ny know edge not prior to April 19th
specifically that | can recall. \

Q After April 19th?

A Sure. That's when we started to negotiate
the cure anounts or the stipulation.

Q So as of April 19th, based on your review of
t he plan supplenment and | forgot what you specifically
referred to, you believed that Pacifica did not intend
to assune the subscri ber agreenent?

A That woul d be ny --

MR PENZER  (bj ecti on.
A That woul d be ny assunpti on.
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BY MR M NTZ:

Q But |ater Pacifica decided to assune the
subscri ber agreenent?

MR PENZER  (bj ecti on.

A Vell, I"'mnot sure if it's later they deci ded
to assune it or later they figured out that there was a
mstake in listing it or not listing it but for whatever
reason, it was brought to ny attention that they're a
key vendor and that we wanted to continue the
relationship with this vendor.

BY MR M NTZ:

Q When was it brought to your\attention t hat
you wanted to continue the relationship under the
subscri ber agreenent?

A VWl |, you asked ne earlier on and | believe |
said sonetinme in 2004 and you asked ne if it was the
first half and | said ny guess is it was probably
sonetine the first half of 2004.

Q But after April 19?

A That woul d be ny guess.

MR MNTZ: I'dlike to turn to what is
| abel ed Trust Exhibit 34 and is Bates |abeled P 001718.
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$36,000 in funds to cure the prepetition claim
|s that correct?

Q That's fine. W were tal king about the cure
cl ai m under the --

A Again, |I'mnot a |awer so when we're talking
about curing I"'massumng it's curing of anounts
outstanding prior to the file date.

Q That's fine. |'d like you to return to the
docunent Bates | abel ed 000161. |It's one of the e-nails
at the end.

Do you got it?

A Uh- huh.

Q What is the exhibit nunber?

A Trust 17.

MR PENZER  Yes.
BY MR M NTZ:

Q Can you read al oud the second sentence of
t hat paragraph?

A O whi ch paragraph?

Q |'msorry, the second sentence of paragraph
one.

A "As | nmentioned earlier, | do believe,
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however, that Universal is continuing to provide health
I nsurance through sone manner of ad hoc relationship
wth Pacifica."

Q Do you know what M. Collins neant by
"continuing to provide health insurance through sone
manner of ad hoc rel ati onshi p"?

MR PENZER  (oj ecti on.

A | don't know what M. Collins neant by that
but I'massumng that Universal Care is continuing to
provi de heal th i nsurance.

BY MR M NTZ:

Q Was Uni versal Care providing heal t h i nsurance
to Pacifica through any sort of ad hoc rel ationship?

A Uni versal Care has provided health insurance
to Pacifica since 1996 to the best of ny know edge and
has never stopped.

Q Dd it at any point provide it pursuant to
sonme sort of ad hoc relationship?

MR PENZER  (bj ecti on.
A Not to ny know edge. |'mnot sure what ad

hoc neans.
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BY MR M NTZ:

Q What do you think it neans?

A | don't know. That's what |'m saying.

Q Was Uni versal Care providing health insurance
to Pacifica on any sort of tenporary basis,
noncont r act ual basi s?

A | don't see how Universal Care or us would
ever do that. | believe that we had contracts in place

and that they were continuing to honor their contracts
and | was continuing to honor m ne.

Q And there was no point at which that contract
was not bei ng honored? \

A To ny know edge that is correct.

Q And if you could read al oud the final
sentence of the first paragraph.

A “I don't know what effect this nmay have on a
potential preference claimagainst Universal."

Q Do you know what M. Collins neant when he
said "what effect this may have"?

MR PENZER  (bj ecti on.
A No, | don't.
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