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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

ST. LUKE’S HEALTH NETWORK, INC. d/b/a
ST. LUKE’S UNIVERSITY HEALTH
NETWORK,

801 Ostrum Street, Bethlehem, PA 18015;

)
)
)
)
)
SAINT LUKE’S HOSPITAL OF BETHLEHEM, )
PENNSYLVANIA d/b/a ST, LUKE’S )
UNIVERSITY HOSPITAL — BETHLEHEM ) COMPLAINT -- CLASS ACTION
CAMPUS, )
801 Ostrum Street, Bethlehem, PA 18015: g
)
)
)
)
)
)
)
)
)

Civil Action No.:
ST. LUKE’S QUAKERTOWN HOSPITAL.,

1021 Park Avenue. Quakertown, PA 18951;
JURY TRIAL DEMANDED

CARBON-SCHUYLKILL COMMUNITY
HOSPITAL d/b/a ST. LUKE'S MINERS
MEMORIAL HOSPITAL,

360 West Ruddle Street, Coaldale, PA 18218;

BLUE MOUNTAIN HOSPITAL d/b/a ST.
LUKE’S HOSPITAL — PALMERTON CAMPUS,
135 Lafayette Avenue, Palmerton, PA, 18071;

Individually and on behalf of all others similarly
situated.

Plaintiffs,
V.

LANCASTER GENERAL HOSPITAL,
555 North Duke Street, Lancaster, PA 17602;

LANCASTER GENERAL HEALTH,
555 North Duke Street, Lancaster, PA 17602;

UNIVERSITY OF PENNSYLVANIA HEALTH
SYSTEM,
3451 Walnut Street, Philadelphia, PA 19104;

Pt Mt vt Mt Vgt vttt St vt et et St vt vt gt vt it vt St et

(caption continued on next page)
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TRUSTEES OF THE UNIVERSITY OF
PENNSYLVANIA,
3451 Walnut Street, Philadelphia, PA 19104,

JOHN DOE 1,
555 North Duke Street, Lancaster, PA 17602;

and JOHN DOE 2,
555 North Duke Street, Lancaster, PA 17602.

B . T L e S

Defendants.

Plaintiffs ST. LUKE'S HEALTH NETWORK, INC. d/b/a ST. LUKE’S UNIVERSITY
HEALTH NETWORK; SAINT LUKE’S HOSPITAL OF BETHLEHEM, PENNSYLVANIA
d/b/a ST. LUKE’S UNIVERSITY HOSPITAL - BETHLEHEM CAMPUS; ST. LUKE'S
QUAKERTOWN HOSPITAL; CARBON-SCHUYLKILL COMMUNITY HOSPITAL d/b/a ST.
LUKE’S MINERS MEMORIAL HOSPITAL: and BLUE MOUNTAIN HOSPITAL d/b/a ST.
LUKE’'S HOSPITAL — PALMERTON CAMPUS, individually and on behalf of all others
similarly situated, by and through their undersigned counsel, Cooper & Kirk, PLLC and Webber
MecGill LLC, file the within Class Action Complaint, and in support thereof, Plaintiffs aver as
follows:

NATURE OF THE ACTION

1. This case is about a scheme to dupe Pennsylvania officials into misdirecting
millions of dollars from a pot of money that is supposed to help hospitals across the
Commonwealth cover the cost of charity medical care they provide to some of the

Commonwealth’s sickest uninsured citizens.

2, Over the span of at least five fiscal years—Fiscal Years 2008 through 2012—

Defendants Lancaster General Hospital, Lancaster General Health, the University of Pennsylvania
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Health System, and the Trustees of the University of Pennsylvania (collectively, “Lancaster
General™), by and through their employees, John Doe | and John Doe 2, submitted hundreds of
inaccurate and overstated claims to the Pennsylvania government’s Extraordinary Expense
Program (“the EE Program™), a program that maintains funds to compensate hospitals for their
charity care.

3, The scale and scope of this scheme is astonishing. The Pennsylvania Auditor
General has found that from Fiscal Years 2010 through 2012, about 75% of all claims that
Lancaster General submitted to the EE Program were invalid. By comparison, only about 10% of
the claims submitted by all other hospitals combined were invalid. Put differently, Lancaster
General submitted invalid claims at a rate 7.5 times higher than other hospitals.

4, By submitting massive numbers of invalid and overstated claims on behalf of
Lancaster General, John Doe 1 and John Doe 2 unlawfully diverted millions of dollars that should
have been paid to the Plaintiffs and the Plaintiff Class. John Doe 1 and John Doe 2 knew that
Lancaster General’s claims were grossly inflated but nevertheless continued to submit them even
after being called out by the Auditor General. For years, these fraudulent claims were transmitted
to the Commonwealth over the Internet, and each transmission constituted an act of wire fraud
under 18 U.S.C. § 1343. Together, these multiple acts of wire fraud formed a “pattern of
racketeering activity” under 18 U.S.C. § 1962(c).

5. The EE Program is not a bottomless pot of money. In fact, just the opposite is true.
There has typically not been enough money in the fund to pay for all the extraordinary expense
claims that hospitals submitted to the Commonwealth. And so, each hospital has been apportioned
a pro rata share of the limited amount of money in the EE Program, payable according to each

hospital’s claimed share of the total extraordinary expense claims incurred in Pennsylvania each
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year. Because Defendants submitted a shocking number of incorrect and overstated extraordinary
expense claims, Lancaster General was paid far in excess of its pro rata share. This means that
other hospitals—specifically, the named Plaintiffs and the Plaintiff Class—were underpaid their
pro rata share and thereby injured in their business and property.

6. From Fiscal Year 2010 through Fiscal Year 2012, Lancaster General was overpaid
nearly $9 million from the EE Program. Given that only about $32.5 million in EE Program funds
were distributed to hospitals during those three years, this means that more than one out of every
Jfour dollars disbursed during the relevant time period was improperly disbursed to Lancaster
General. This also means that the Plaintiffs and the Plaintiff Class were undercompensated by
nearly $9 million during those years.

7 Unsurprisingly, Lancaster General has already effectively admitted that it would
work a serious injustice for it to retain the millions of dollars in overpayments that it has received
for Fiscal Years 2010 through 2012. Lancaster General was also overpaid millions of dollars for
Fiscal Years 2008 and 2009, because it a/so submitted massive amounts of incorrect and overstated
claims during those years. But Lancaster General later complied with the Commonwealth’s
instruction to return the money it was improperly overpaid during those two fiscal years, so that
the money could be redistributed to hospitals that were underpaid. Lancaster General did not bring
a legal challenge or otherwise question the legality of the Commonwealth’s instruction that it repay
its ill-gotten funds. Moreover, Lancaster General has for years maintained the millions of dollars
in overpayment that are at issue in this case—i.e.. the overpayments received for Fiscal Years 2010
through 2012—as a reserve on its financial books, set aside for later redistribution.

8. Pennsylvania’s Auditor General, who oversees the Extraordinary Expense

Program, has already concluded, in a number of reports issued across several years, that Lancaster



Case 5:18-cv-02157-JLS Document 1 Filed 05/22/18 Page 5 of 40

General submitted huge numbers of incorrect and overstated claims and has been massively
overcompensated under the EE Program. The Auditor General’s meticulous reports identify, for
all of the fiscal years relevant to this case, the precise amount by which Lancaster General was
overpaid each year, and the precise amount by which Plaintiffs and the Plaintiff Class were
underpaid each year.

9. Nevertheless, Lancaster General has refused to repay the millions of dollars n ill-
gotten funds it has received from the public fisc as a consequence of the hundreds of invalid and
overstated extraordinary expense claims its employees submitted for Fiscal Years 2010 through
2012. In other words, Defendants are intent upon enriching themselves to the tune of millions of
dollars, at the expense of Pennsylvania’s neediest citizens and the hospitals that provide charity
care to those citizens.

10.  Plaintiffs thus bring this class action complaint, on behalf of themselves and all
others similarly situated, alleging claims under the Racketeer Influenced and Corrupt
Organizations Act (*RICO™) as well as claims under Pennsylvania law for unjust enrichment,
money had and received, and constructive trust. Plaintiffs ask this Court to award them and the
Plaintiff Class treble damages, attorneys’ fees, and the other relief to which they are entitled under
federal and state law.

JURISDICTION AND VENUE

11.  This Court has subject matter jurisdiction over Plaintiffs’ RICO claims under 18
U.S.C. § 1964(c) and 28 U.S.C. § 1331. This Court has subject matter jurisdiction over Plaintiffs’
state law claims under 28 U.S.C. § 1367.

12.  Venue is proper in this Court under 18 U.S.C. § 1391(b) and 18 U.S.C. § 1965(a)

because at least one Defendant resides in this district and all Defendants are residents of
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Pennsylvania; Defendants transact their affairs in this district; a substantial portion of the events
giving rise to this suit occurred in this district; a substantial part of property that is the subject of
this action is situated in this district; and at least one Defendant is subject to personal jurisdiction
with respect to this case.
PARTIES

13.  Plaintiff ST. LUKE'S HEALTH NETWORK, INC. d/b/a ST. LUKE’S
UNIVERSITY HEALTH NETWORK (“St. Luke’s University Health Network™ or “St. Luke’s”)
is a non-profit corporation comprised of ten hospitals, a regional medical school campus, the
nation’s longest continuously operating nursing school, the largest hospital-based EMS service in
Pennsylvania, more than 1,400 physicians and providers, numerous primary and specialist care
sites, and various outpatient testing and service facilities. St. Luke’s is headquartered and has its
principal place of business in Bethlehem, Pennsylvania. St. Luke’s brings this case individually
and on behalf of all others similarly situated.

14.  Plaintiff SAINT LUKE’S HOSPITAL OF BETHLEHEM, PENNSYLVANIA
d/b/a ST. LUKE’S UNIVERSITY HOSPITAL — BETHLEHEM CAMPUS (“St. Luke’s
Bethelem™) is a non-profit corporation and a member of the St. Luke’s University Health Network.
St. Luke’s Bethlehem is headquartered and has its principal place of business in Bethlehem,
Pennsylvania. St. Luke’s Bethlehem brings this case individually and on behalf of all others
similarly situated.

15. Plaintiff ST. LUKE’S QUAKERTOWN HOSPITAL (*St. Luke’s Quakertown™) is
a non-profit corporation and a member of the St. Luke’s University Health Network. St. Luke’s
Quakertown is headquartered and has its principal place of business in Quakertown, Pennsylvania.

St. Luke’s Quakertown brings this case individually and on behalf of all others similarly situated.



Case 5:18-cv-02157-JLS Document 1 Filed 05/22/18 Page 7 of 40

16.  Plaintiff CARBON-SCHUYLKILL COMMUNITY HOSPITAL d/b/a ST.
LUKE’S MINERS MEMORIAL HOSPITAL (*St. Luke’s Miners™) is a non-profit corporation
and a member of the St. Luke’s University Health Network. St. Luke’s Miners is headquartered
and has its principal place of business in Coaldale, Pennsylvania. St. Luke’s Miners brings this
case individually and on behalf of all others similarly situated.

17 Plaintiff BLUE MOUNTAIN HOSPITAL d/b/a ST. LUKE’S HOSPITAL
— PALMERTON CAMPUS (“St. Luke’s Palmerton™) is a non-profit corporation and a member of
the St. Luke’s University Health Network. St. Luke’s Palmerton is headquartered and has its
principal place of business in Palmerton, Pennsylvania. St. Luke’s Palmerton brings this case
individually and on behalf of all others similarly situated.

18. Defendant LANCASTER GENERAL HOSPITAL (“Lancaster General Hospital™)
is a corporation that is part of Lancaster General Health/Penn Medicine, a member of the
University of Pennsylvania Health System. Lancaster General Hospital is headquartered and has
its principal place of business in Lancaster, Pennsylvania.

19. Defendant LANCASTER GENERAL HEALTH (“Lancaster General Health™) is a
corporation that is a member of the University of Pennsylvania Health System. Lancaster General
Health’s network encompasses Lancaster General Hospital. Lancaster General Health is
headquartered and has its principal place of business in Lancaster, Pennsylvania.

20.  Defendant UNIVERSITY OF PENNSYLVANIA HEALTH SYSTEM (*Penn
Medicine™) is a medical entity that oversees and operates multiple hospitals and medical facilities
in Pennsylvania, including Lancaster General Hospital and Lancaster General Health. Penn
Medicine is a division of the Trustees of the University of Pennsylvania. Penn Medicine is

headquartered in and has its principal place of business in Philadelphia, Pennsylvania.
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