
Patients Cleared To Fight Bankrupt Health 

Co.'s Collections 

By Dani Kass  

Law360, New York (February 9, 2017, 7:37 PM EST) -- A Virginia federal judge on Wednesday 

cleared consumers to continue challenging collections being made by the trustee of Health 

Diagnostic Laboratories, finding a bankruptcy judge’s preliminary injunction was rattled with 

insufficiencies.  

U.S. District Judge John A. Gibney vacated the preliminary injunction order as it didn’t justify 

the legal factors needed to support its issuance. The judge also said the exemptions to the 

injunction are too poorly defined to be enforced, saying he “does not know what actions this 

directive would or would not cover.” 

 

The trustee, Richard Arrowsmith, is responsible for liquidating HDL, which filed for Chapter 11 

in June 2015 after paying $47 million to the U.S. Department of Justice to resolve False Claims 

Act allegations that it paid kickbacks to doctors for referrals and waived patient fees. 

 

The bankruptcy court in September 2015 had allowed HDL to sell almost all of its assets, 

excluding accounts receivable that were more than 180 days old, Wednesday’s order states. The 

trustee then hired debt collectors to collect on those excluded receivables. 

 

Many customers who received debt collection letters reached out to health care providers or 

hired lawyers, hoping to challenge the collections under the Fair Debt Collection Practices Act. 

 

Then in August 2016, the trustee asked the bankruptcy court for a preliminary injunction, which 

the court granted after hearing arguments. 

 

The district court faulted the bankruptcy court for issuing an order that “did not make any 

findings of fact, discuss the legal standard for granting preliminary injunctions, or state its 

conclusions,” such as that the trustees are likely to win their case. 

 

“The bankruptcy court never even referred to the legal factors necessary for granting a 

preliminary injunction,” Judge Gibney said. “Without such findings, the court cannot conduct 

any meaningful review, so must conclude that the bankruptcy court abused its discretion.” 

 

The bankruptcy court had ordered the trustee to add language to the order making sure 

consumers' constitutional rights were not infringed. But Judge Gibney said that was too general, 

because it’s unclear what actions it covers. 

 

Attorneys for the consumers and trustee didn’t immediately respond to request for comment 

Thursday. 

 

The consumers are represented by Stephen Taylor of Lemberg Law LLC and Ronald A. Page Jr. 
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of Ronald Page PLC. 

 

The trustee is represented by Cullen D. Speckhart of Wolcott Rivers Gates and Richard S. 

Kanowitz and Evan M. Lazerowitz of Cooley LLP. 

 

The case is Lemberg Law LLC et al. v. Arrowsmith et al., case number 3:16-cv-00763, in the 

U.S. District Court for the Eastern District of Virginia. 

 

--Additional reporting by Jeff Overley. Editing by Bruce Goldman.  
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