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IN THE UNITED STATES BANKRUPTCY COURT  

FOR THE MIDDLE DISTRICT OF TENNESSEE 

NASHVILLE DIVISION 

In re: 

 

Curae Health, Inc., et al.
1 

 

1721 Midpark Road, Suite B200 

Knoxville, TN 37921 

Debtors. 

) 

) 

) 

) 

) 

) 

) 

Chapter 11 

Case No. 18-05665 

 

Judge Walker 

 

Jointly Administered 

______________________________________________________________________________ 

 

THE DEADLINE FOR FILING A TIMELY RESPONSE IS: January 16, 2019 

IF A RESPONSE IS TIMELY FILED, THE HEARING WILL BE: January 29, 2019 at 

9:00 AM Central Standard Time in Courtroom 2, 2nd Floor Customs House, 701 

Broadway, Nashville, TN 37203. 

______________________________________________________________________________ 

 

NOTICE OF MOTION   

 

 PLEASE TAKE NOTICE that on December 26, 2018, the above-captioned debtors and 

debtors in possession (the “Debtors”) filed their MOTION FOR ENTRY OF AN ORDER 

(I) AUTHORIZING DEBTORS TO ENTER INTO THE SIXTH AMENDMENT TO 

HOSPITAL MANAGEMENT AGREEMENT EFFECTIVE JANUARY 1, 2019, AND 

(II) GRANTING RELATED RELIEF (the “Motion”), attached hereto. 

 PLEASE TAKE FURTHER NOTICE that if a response is timely filed, a hearing on 

the Motion will be held on January 29, 2019 at 9:00 AM Central Standard Time in 

Courtroom 2, 2nd Floor Customs House, 701 Broadway, Nashville, TN 37203. 

                                                 
1
 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 

number, are Curae Health, Inc. (5638); Amory Regional Medical Center, Inc. (2640); Batesville Regional Medical 

Center, Inc. (7929); and Clarksdale Regional Medical Center, Inc. (4755); Amory Regional Physicians, LLC (5044); 

Batesville Regional Physicians, LLC (4952); Clarksdale Regional Physicians, LLC (5311). 
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 YOUR RIGHTS MAY BE AFFECTED. If you do not want the court to grant the 

Motion by entering the proposed final order, attached hereto, or if you want the court to consider 

your views on the Motion, then on or before January 16, 2019, you or your attorney must: 

1. File with the court your response or objection explaining your position. Please note: the 

 Bankruptcy Court for the Middle District of Tennessee requires electronic filing. Any 

 response or objection you wish to file must be submitted electronically. To file 

 electronically, you or your attorney must go to the court website and follow the 

 instructions at: <https://ecf.tnmb.uscourts.gov>. 

 

If you need assistance with Electronic Filing you may call the Bankruptcy Court at (615) 736-

5584. You may also visit the Bankruptcy Court in person at: 701 Broadway, 1st Floor, Nashville, 

TN (Monday - Friday, 8:00 A.M. - 4:00 P.M.). 

2.  Your response must state the deadline for filing responses, the date of the scheduled 

 hearing and the motion to which you are responding.  

 

 THERE WILL BE NO FURTHER NOTICE OF THE HEARING DATE. If a 

response is filed before the deadline stated above, the hearing will be held at the time and place 

indicated above. You may check whether a timely response has been filed by viewing the case 

on the court’s website at <https://ecf.tnmb.uscourts.gov>. If you or your attorney does not take 

these steps, the court may decide that you do not oppose the relief sought in the Motion and may 

enter the attached final order granting that relief. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN THE UNITED STATES BANKRUPTCY COURT  

FOR THE MIDDLE DISTRICT OF TENNESSEE 

NASHVILLE DIVISION 

In re: 

 

Curae Health, Inc., et al.
1 

 

1721 Midpark Road, Suite B200 

Knoxville, TN 37921 

Debtors. 

) 

) 

) 

) 

) 

) 

) 

Chapter 11 

Case No. 18-05665 

 

Judge Walker 

 

Jointly Administered 

 

DEBTORS’ MOTION FOR ENTRY OF AN ORDER (I) AUTHORIZING DEBTORS TO 

ENTER INTO THE SIXTH AMENDMENT TO HOSPITAL MANAGEMENT 

AGREEMENT EFFECTIVE JANUARY 1, 2019, AND (II) GRANTING RELATED 

RELIEF 

 

 By this motion (the “Motion”), the above-captioned debtors and debtors in possession 

(the “Debtors”) seek entry of an order (the “Proposed Order”) attached hereto as Exhibit A, 

pursuant to sections 105(a) and 363 of title 11 of the United States Code (the “Bankruptcy 

Code”), rules 2002 and 6004 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy 

Rules”), and rule 9013-1 of the Local Rules of the Bankruptcy Court for the Middle District of 

Tennessee (the “Local Rules”) authorizing the Debtors to enter into that certain Sixth 

Amendment to Hospital Management Agreement with Strategic Healthcare Resources, LLC 

(the “Manager”) effective January 1, 2019. In support of this Motion, the Debtors respectfully 

state as follows:        

                                                 
1
 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 

number, are Curae Health, Inc. (5638); Amory Regional Medical Center, Inc. (2640); Batesville Regional Medical 

Center, Inc. (7929); and Clarksdale Regional Medical Center, Inc. (4755); Amory Regional Physicians, LLC (5044); 

Batesville Regional Physicians, LLC (4952); Clarksdale Regional Physicians, LLC (5311). 
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JURISDICTION AND VENUE 

1. The United States Bankruptcy Court for the Middle District of Tennessee (the 

“Court”) has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334.  This matter is 

a core proceeding within the meaning of 28 U.S.C. § 157(b)(2). 

2. Venue is proper in this District pursuant to 28 U.S.C. §§ 1408 and 1409. 

3. The statutory bases for the relief requested herein are sections 105(a) and 363 of 

the Bankruptcy Code and Bankruptcy Rules 2002 and 6004.  

GENERAL BACKGROUND 

4. On August 24, 2018 (the “Petition Date”), the Debtors filed voluntary petitions 

for relief under chapter 11 of the Bankruptcy Code with this Court commencing the above-

captioned chapter 11 cases (the “Chapter 11 Cases”).  The general factual background regarding 

the Debtors, including their business operations, debt structure, and the events leading to the 

filing of the Chapter 11 Cases is set forth in detail in the Declaration of Stephen N. Clapp, Chief 

Executive Officer of Curae Health, Inc., in Support of Chapter 11 Petitions and First Day 

Pleadings (the “First Day Declaration”) [Docket No. 49] and fully incorporated herein by 

reference. 

5. The Debtors continue to operate their businesses and manage their properties as 

debtors-in-possession pursuant to §§ 1107(a) and 1108 of the Bankruptcy Code. 

6. On August 29, 2018, the Court entered an order authorizing the joint 

administration of the Chapter 11 Cases [Docket No. 59]. 

7. Support for this Motion is set forth in detail in the Declaration of Tim Brown, 

Chief Financial Officer of Curae Health, Inc., in Support of Debtors’ Motion the (“Brown 

Declaration”), attached hereto as Exhibit B.  
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HOSPITAL MANAGEMENT AGREEMENT 

8. As of the Petition Date, the Debtors operated three hospitals
2
 in Mississippi that 

provide much needed inpatient and outpatient medical services to their respective communities 

(each a “Hospital”, and collectively, the “Hospitals”). 

9. Debtor Curae Health, Inc. (“Curae”) and Manager entered into that certain 

Hospital Management Agreement, dated December 31, 2014, as amended by that certain First 

Amendment to Hospital Management Agreement, dated September 1, 2015, as amended by that 

certain Second Amendment to Hospital Management Agreement, dated April 1, 2016, as 

amended by that certain Third Amendment to Hospital Management Agreement, dated May 1, 

2017, as amended by that certain Fourth Amendment to Hospital Management Agreement, dated 

November 1, 2017, and as further amended by that certain Fifth Amendment to Hospital 

Management Agreement, dated June 1, 2018 (collectively, the “Agreement”), attached hereto as 

Exhibit C, under which Manager renders certain management, administration, consulting and 

purchasing services and support, and all other reasonably necessary management support needed 

for the Hospitals (as further defined in the Agreement) (the “Management Services”).  

10. In consideration for providing the Management Services, Curae pays the Manager 

a monthly management fee, which is calculated as a percentage of the Debtors’ net revenue. 

Prior to December 2018, the monthly management fee was approximately $47,000.00.  

11. Debtors filed these Chapter 11 Cases to, inter alia, keep the Hospitals open for the 

benefit of their respective communities and transition operations of the Hospitals to new 

                                                 
2
 In addition to the three Debtor-run Hospitals, as of the Petition Date, Debtor Curae Health, Inc. was the sole 

member and sponsor of the non-debtor affiliate Russellville Hospital, Inc. which operated a hospital in Russellville, 

Alabama. On November 30, 2018, the Court entered the Expedited Order (I) Authorizing the Debtors to Enter into 

the Member Substitution Agreement with Respect to the Russellville Hospital and (II) Granting Related Relief 

[Docket No. 511] (the “Russellville Order”), pursuant to which the Court authorized the Debtors to enter into the 

Member Substitution Agreement with Dava Foundation, Inc and transition operations of the Russellville Hospital. 
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operators. With the help of the Manager, Debtors have made significant progress towards 

achieving those objectives in the first four months of these Chapter 11 Cases. Since the Petition 

Date, the Debtors have obtained court approval of the sale of one of the Debtors’ Hospitals, 

obtained court approval of the bidding procedures for one of the Debtors’ Hospitals, and 

transitioned operations of the remaining Hospital to a new operator on an interim basis. 

However, by selling the Debtors’ assets and transferring operations of the Hospitals, Debtors’ net 

revenue has and will continue to decline significantly, causing the monthly management fee to 

also decline.  

12. The Management Services are critical to the success and administration of the 

Debtors’ Chapter 11 Cases. Because the sale and transition of the Debtors’ Hospitals affects the 

calculation of the monthly management fee, Curae and the Manager seek to enter into that 

certain Sixth Amendment to Hospital Management Agreement (the “Sixth Amendment”), 

attached hereto as Exhibit D, to allow the Manager to, inter alia, continue assisting the Debtors 

with the Chapter 11 Cases, transitioning the Hospitals, and winding down the Debtors’ 

businesses in an orderly manner.  

13. Pursuant to the Sixth Amendment, Manager will provide Mr. Stephen N. Clapp to 

continue as President/CEO of Curae Health, support the transaction closings, oversee the wind-

down of the Curae corporate offices including lease and asset disposition, and oversee any 

bankruptcy court activities related to Curae. Additionally, Manager may, at its discretion, 

provide the services of one additional Business Analyst, as needed, at Manager’s expense. 

14. For the Management Services rendered pursuant to the Sixth Amendment, Curae 

proposes to pay Manager a fixed fee of forty thousand dollars ($40,000.00) per month due on or 

before the 10th day of each month beginning with January 10, 2019 (the “Management Fee”). If 
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Curae desires to have Manager provide any additional services after the Agreement has been 

terminated, the parties will negotiate in good faith regarding the scope of additional services and 

the amount to be paid for those services. 

15. The Debtors believe that the Management Services are critical and necessary to 

the success of these Chapter 11 Cases and the Management Fee is reasonable under the 

circumstances.  

RELIEF REQUESTED 

16. By this Motion, the Debtors seek (I) to enter into the Sixth Amendment effective 

January 1, 2019, and (II) necessary related relief. 

BASIS FOR RELIEF 

I. Entering into the Sixth Amendment Is a Sound Exercise of the Debtors’ Business 

Judgment and Is in the Best Interests of the Debtors’ Estates 

 

17. The decision to enter into the Sixth Amendment is arguably a transaction outside 

the ordinary course of business for which court approval in accordance with section 363(b) of the 

Bankruptcy Code is required. Section 363(b) of the Bankruptcy Code provides, in relevant part, 

that a debtor “after notice and a hearing, may use, sell or lease, other than in the ordinary course 

of business, property of the estate . . . .” 11 U.S.C. § 363(b). 

18.  In reviewing a debtor’s decision to use estate property pursuant to section 363 of 

the Bankruptcy Code, courts have routinely held that if such use represents reasonable business 

judgment on the part of the debtor, such use should be approved. See In re Lionel Corp., 722 

F.2d 1063, 1070–71 (2d Cir. 1983) (requiring a “good business reason” to approve a transaction 

under section 363). “Ordinarily, the position of the trustee is afforded deference, particularly 

where business judgment is entailed in the analysis or where there is no objection.” In re 

Lahijani, 325 B.R. 282, 289 (9th Cir. B.A.P. 2005). 
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19. Courts emphasize that the business judgment rule is not an onerous standard and 

may be satisfied “as long as the proposed transaction appears to enhance the debtor’s estate.” In 

re Food Barn Stores, Inc., 107 F.3d 558, 566 n.16 (8th Cir. 1997); accord In re AbitibiBowater, 

418 B.R. 815, 831 (Banks. D. Del. 2009) (the business judgment standard is “not a difficult 

standard to satisfy”). Under the business judgment rule, “management of a corporation’s affairs 

is placed in the hands of its board of directors and officers, and the Court should interfere with 

their decisions only if it is made clear that those decisions are, inter alia, clearly erroneous, made 

arbitrarily, are in breach of the officers’ and directors’ fiduciary duty to the corporation, are 

made on the basis of inadequate information or study, are made in bad faith, or are in violation of 

the Bankruptcy Code.” In re Farmland Indus., Inc., 294 B.R. 855, 881 (Bankr. W.D. Mo. 2003) 

(citing In re United Artists Theatre Co., 315 F.3d 217, 233 (3d Cir. 2003); Richmond Leasing 

Co. v. Capital Bank, N.A., 762 F.2d 1303, 1309 (5th Cir. 1985); In re Defender Drug Stores, 

Inc., 145 B.R. 312, 317 (9th Cir. B.A.P. 1992)). 

20.  Here, the Debtors have determined in their business judgment that it is prudent to 

enter into the Sixth Amendment with Manager. The Management Services are critical to the 

success and administration of the Debtors’ Chapter 11 Cases. Due to the complexity of the 

Chapter 11 Cases and Debtors’ businesses, Debtors require the Management Services to permit 

the Debtors to pursue their objectives in the Chapter 11 Cases, including transitioning the 

operations of the Hospitals to new operators and winding down their businesses in an orderly 

manner. The Debtors submit that the Management Fee is reasonable considering the complexity 

of the Chapter 11 Cases and the broad scope of the Management Services. The Debtors further 

submit that entering into the Sixth Amendment is within the sound business judgment of the 

Debtors and is in the best interests of the Debtors’ estates.   
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NOTICE 

21. Concurrently with the filing of this Motion, the Debtors shall provide notice of 

this Motion to: (a) the Office of the United States Trustee for the Middle District of Tennessee; 

(b) Centers for Medicare and Medicaid Services; (c) State of Tennessee Department of Health 

Division of Licensure and Regulation Office of Health Care Facilities; (d) Mississippi State 

Department of Health; (e) counsel to the official committee of unsecured creditors established in 

these cases pursuant to Section 1102 of the Bankruptcy Code; (f) ServisFirst Bank and its 

counsel; (g) Midcap Financial Trust and its counsel; (h) CHS/Community Health Systems, Inc. 

and its counsel (i) all Tennessee local counsel having entered a notice of appearance in these 

cases; (j) the Internal Revenue Service; (k) the Tennessee Attorney General’s Office; (l) the 

Mississippi Attorney General’s Office; (m) the Tennessee Secretary of State; (n) the patient care 

ombudsman and her proposed counsel; (o) Strategic Healthcare Resources, LLC and its counsel; 

and (p) any party that has requested notice pursuant to Bankruptcy Rule 2002. Service is being 

executed via the Court’s CM/ECF system, email, hand delivery, and/or overnight mail.  

WHEREFORE, the Debtors respectfully request that the Court grant the relief sought 

herein and such other and further relief as the Court may deem proper.  

 

Dated: December 26, 2018         

 Nashville, Tennessee 

 POLSINELLI PC  

 /s/ Michael Malone        

 Michael Malone 

 401 Commerce Street, Suite 900  

 Nashville, TN 37219 

 Telephone: (615) 259-1510 

 Facsimile: (615) 259-1573 

 mmalone@polsinelli.com 

 

 -and- 
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 David E. Gordon (Admitted Pro Hac Vice) 

 Caryn E. Wang (Admitted Pro Hac Vice) 

 1201 West Peachtree Street NW 

 Atlanta, Georgia 

 Telephone: (404) 253-6000 

 Facsimile: (404) 684-6060 

 dgordon@polsinelli.com  

 cewang@polsinelli.com  

      

     Counsel to the Debtors and  

      Debtors in Possession 

 

 

Case 3:18-bk-05665    Doc 598    Filed 12/26/18    Entered 12/26/18 16:42:03    Desc Main
 Document      Page 10 of 102

mailto:dgordon@polsinelli.com
mailto:cewang@polsinelli.com


 

66568201.2 

EXHIBIT A 

Proposed Order 
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IN THE UNITED STATES BANKRUPTCY COURT  

FOR THE MIDDLE DISTRICT OF TENNESSEE 

NASHVILLE DIVISION 

In re: 

 

Curae Health, Inc., et al.
1 

 

1721 Midpark Road, Suite B200 

Knoxville, TN 37921 

Debtors. 

) 

) 

) 

) 

) 

) 

) 

Chapter 11 

Case No. 18-05665 

 

Judge Walker 

 

Jointly Administered 

ORDER AUTHORIZING (I) DEBTORS TO ENTER INTO THE SIXTH AMENDMENT 

TO HOSPITAL MANAGEMENT AGREEMENT EFFECTIVE JANUARY 1, 2019, AND 

(II) GRANTING RELATED RELIEF  
 

Upon the motion (the “Motion”)
2
 of the debtors and debtors in possession (the 

“Debtors”) in the above-captioned chapter 11 cases (the “Chapter 11 Cases”) for entry of an 

order, pursuant to sections 105(a) and 363 of the Bankruptcy Code and Bankruptcy Rules 2002 

and 6004, (I) authorizing the Debtors to enter into that certain Sixth Amendment to Hospital 

Management Agreement with Strategic Healthcare Resources, LLC (the “Manager”) effective 

January 1, 2019, and (II) granting related relief, all as more fully set forth in the Motion; and 

upon the record of the hearing on the Motion, if any; and this Court having jurisdiction over this 

matter pursuant to 28 U.S.C. §§ 157 and 1334; and this Court having found that this is a core 

proceeding pursuant to 28 U.S.C. § 157(b)(2); and this Court being able to issue a final order 

consistent with Article III of the United States Constitution; and this Court having found that 

venue of this proceeding and the Motion in this District is proper pursuant to 28 U.S.C. §§ 1408 

and 1409; and notice of the Motion having been given pursuant to Local Rule 9013-1; and it 

                                                 
1
 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 

number, are Curae Health, Inc. (5638); Amory Regional Medical Center, Inc. (2640); Batesville Regional Medical 

Center, Inc. (7929); and Clarksdale Regional Medical Center, Inc. (4755); Amory Regional Physicians, LLC (5044); 

Batesville Regional Physicians, LLC (4952); Clarksdale Regional Physicians, LLC (5311). 

2
 Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the Motion. 
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appearing that no other or further notice of the Motion is required; and this Court having found 

that the relief requested by the Motion is in the best interests of the Debtors’ estates, their 

creditors, and other parties in interest; and after due deliberation thereon; and sufficient cause 

appearing therefor, it is hereby 

ORDERED, ADJUDGED, AND DECREED THAT:  

1. The Motion is GRANTED as set forth below.  

2. Pursuant to sections 105(a) and 363 of the Bankruptcy Code, the Debtors are 

authorized, but not directed, to enter into the Sixth Amendment annexed to the Motion as Exhibit 

D and pay the Management Fee as required under the Sixth Amendment. Upon execution of the 

Sixth Amendment, the Sixth Amendment shall be effective as of January 1, 2019. 

3. Notwithstanding the relief granted herein and any actions taken hereunder, 

nothing in the Motion or this order shall:  (a) constitute an admission as to the validity or priority 

of any claim against the Debtors, (b) constitute a waiver of the Debtors’ rights to dispute any 

claim, or (c) constitute an assumption or rejection of any executory contract or lease of the 

Debtors.  

4. The fourteen (14) day stays imposed by Rules 6004(h) and 6006(d) of the 

Bankruptcy Rules are waived with respect to this order, and this order shall take effect 

immediately upon its entry. 

5. Within two (2) business days after entry of this Order, the Debtors shall serve this 

Order on the Notice Parties provided in the Motion. 

6. The Debtors are authorized, but not directed, to take such actions and to execute 

such documents as may be necessary to implement the relief granted by this Order.  
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7. This Court shall retain jurisdiction with respect to all matters arising from or 

related to the implementation and/or interpretation of this Order. 

 

This Order Was Signed And Entered Electronically As Indicated At The Top Of The First 

Page 

 

 

APPROVED FOR ENTRY: 

 

POLSINELLI PC  

 

/s/ Michael Malone        

Michael Malone 

401 Commerce Street, Suite 900  

Nashville, TN 37219 

Telephone: (615) 259-1510 

Facsimile: (615) 259-1573 

mmalone@polsinelli.com 

 

-and- 

 

David E. Gordon (Admitted Pro Hac Vice) 

Caryn E. Wang (Admitted Pro Hac Vice) 

1201 West Peachtree Street NW 

Atlanta, Georgia 

Telephone: (404) 253-6000 

Facsimile: (404) 684-6060 

dgordon@polsinelli.com 

cewang@polsinelli.com 

 

Counsel to the Debtors and  

Debtors in Possession 
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EXHIBIT B 

 

Brown Declaration 
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IN THE UNITED STATES BANKRUPTCY COURT  

FOR THE MIDDLE DISTRICT OF TENNESSEE 

NASHVILLE DIVISION 

In re: 

 

Curae Health, Inc., et al.
1 

 

1721 Midpark Road, Suite B200 

Knoxville, TN 37921 

Debtors. 

) 

) 

) 

) 

) 

) 

) 

Chapter 11 

Case No. 18-05665 

 

Judge Walker 

 

Jointly Administered 

 

DECLARATION OF TIM BROWN IN SUPPORT OF DEBTORS’ MOTION 

 

Pursuant to 28 U.S.C. § 1764, Tim Brown, declares as follows under the penalty of 

perjury: 

1. I am the Chief Financial Officer (“CFO”)
 
of Curae Health, Inc. (“Curae” or “the 

Company”), a Tennessee nonprofit corporation. Curae is the sole member and sponsoring 

organization of Amory Regional Medical Center, Inc. (“Amory”); Batesville Regional Medical 

Center, Inc. (“Batesville”); and Clarksdale Regional Medical Center, Inc. (“Clarksdale”). 

Amory, Batesville, and Clarksdale are each the sole member of a physician entity as follows: 

Amory is the sole member of Amory Regional Physicians, LLC (“Amory Physicians”); 

Batesville is the sole member of Batesville Regional Physicians, LLC (“Batesville Physicians”); 

Clarksdale is the sole member of Clarksdale Regional Physicians, LLC (“Clarksdale 

Physicians”). Curae, Amory, Batesville, Clarksdale, Amory Physicians, Batesville Physicians, 

and Clarksdale Physicians are the debtors and debtors in possession in the above-captioned 

chapter 11 cases (the “Chapter 11 Cases”) and shall be collectively referred to herein as the 

                                                 
1
 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 

number, are Curae Health, Inc. (5638); Amory Regional Medical Center, Inc. (2640); Batesville Regional Medical 

Center, Inc. (7929); and Clarksdale Regional Medical Center, Inc. (4755); Amory Regional Physicians, LLC (5044); 

Batesville Regional Physicians, LLC (4952); Clarksdale Regional Physicians, LLC (5311). 
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“Debtors” or the “Company”. I am authorized to submit this declaration (the “Declaration”) on 

behalf of the Debtors.  

2. I have served as CFO of Curae since it was formed in 2014. I am familiar with the 

Debtors’ business operations, financial condition, policies and procedures, day-to-day 

operations, and books and records. Except as otherwise noted, I have personal knowledge of the 

matters set forth herein or have gained knowledge of such matters from other employees, agents, 

attorneys, and advisors, the accuracy and completeness of which information I relied upon to 

provide this Declaration.  

3. References to the Bankruptcy Code (as hereafter defined), the chapter 11 process, 

and related legal matters are based on my understanding of such matters in reliance on the 

explanation provided by, and the advice of, counsel. If called upon to testify, I would testify 

competently to the facts set forth in this Declaration. 

4. I submit this Declaration on behalf of the Debtors in support of the DEBTORS’ 

MOTION FOR ENTRY OF AN ORDER (I) AUTHORIZING DEBTORS TO ENTER INTO THE 

SIXTH AMENDMENT TO HOSPITAL MANAGEMENT AGREEMENT EFFECTIVE JANUARY 

1, 2019, AND (II) GRANTING RELATED RELIEF (the “Motion”). 

5. As of the Petition Date, the Debtors operated three hospitals
2
 in Mississippi that 

provide much needed inpatient and outpatient medical services to their respective communities 

(each a “Hospital”, and collectively, the “Hospitals”). 

                                                 
2
 In addition to the three Debtor-run Hospitals, as of the Petition Date, Debtor Curae Health, Inc. was the sole 

member and sponsor of the non-debtor affiliate Russellville Hospital, Inc. which operated a hospital in Russellville, 

Alabama. On November 30, 2018, the Court entered the Expedited Order (I) Authorizing the Debtors to Enter into 

the Member Substitution Agreement with Respect to the Russellville Hospital and (II) Granting Related Relief 

[Docket No. 511] (the “Russellville Order”), pursuant to which the Court authorized the Debtors to enter into the 

Member Substitution Agreement with Dava Foundation, Inc and transition operations of the Russellville Hospital. 
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6. Debtor Curae Health, Inc. (“Curae”) and Manager entered into that certain 

Hospital Management Agreement, dated December 31, 2014, as amended by that certain First 

Amendment to Hospital Management Agreement , dated September 1, 2015, as amended by that 

certain Second Amendment to Hospital Management Agreement, dated April 1, 2016, as 

amended by that certain Third Amendment to Hospital Management Agreement, dated May 1, 

2017, as amended by that certain Fourth Amendment to Hospital Management Agreement, dated 

November 1, 2017, and as further amended by that certain Fifth Amendment to Hospital 

Management Agreement, dated June 1, 2018 (collectively, the “Agreement”), under which 

Manager renders certain management, administration, consulting and purchasing services and 

support, and all other reasonably necessary management support needed for the Hospitals (as 

further defined in the Agreement) (the “Management Services”).  

7. In consideration for providing the Management Services, Curae pays the Manager 

a monthly management fee, which is calculated as a percentage of the net revenue of Curae. 

Prior to December 2018, the monthly management fee was approximately $47,000.00.  

8. Debtors filed these Chapter 11 Cases to, inter alia, keep the Hospitals open for the 

benefit of their respective communities and transition operations of the Hospitals to new 

operators. With the help of the Manager, Debtors have made significant progress towards 

achieving those objectives in the first four months of these Chapter 11 Cases. Since the Petition 

Date, the Debtors have obtained court approval of the sale of one of the Debtors’ Hospitals, 

obtained court approval of the bidding procedures for one of the Debtors’ Hospitals, and 

transitioned operations of the remaining Hospital to a new operator on an interim basis. 

However, by selling the Debtors’ assets and transferring operations of the Hospitals, Curae’s net 
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revenue has and will continue to decline significantly, causing the monthly management fee to 

also decline. 

9. The Management Services are critical to the success and administration of the 

Debtors’ Chapter 11 Cases. Because the sale and transition of the Debtors’ Hospitals affects the 

calculation of the monthly management fee, Curae and the Manager seek to enter into that 

certain Sixth Amendment to Hospital Management Agreement (the “Sixth Amendment”), 

attached to the Motion as Exhibit D, to allow the Manager to, inter alia, continue assisting the 

Debtors with the Chapter 11 Cases and the orderly wind-down of Debtors’ businesses. 

10. Pursuant to the Sixth Amendment, Manager will provide Mr. Stephen N. Clapp to 

continue as President/CEO of Curae Health, support the transaction closings including assisting 

potential bidders in obtaining information to increase bid amounts, oversee the wind-down of the 

Curae corporate offices including lease and asset disposition, and oversee any bankruptcy court 

activities related to Curae. Additionally, Manager may at its discretion provide the services of 

one additional Business Analyst, as needed, at Manager’s expense. 

11. For the Management Services rendered pursuant to the Sixth Amendment, Curae 

proposes to pay Manager a fee of forty thousand dollars ($40,000.00) per month due on or before 

the 10th day of each month beginning with January 10, 2019 (the “Management Fee”). If Curae 

desires to have Manager provide any additional services after the Agreement has been 

terminated, the parties will negotiate in good faith regarding the scope of additional services and 

the amount to be paid for those services. 

12. I believe that the Management Services are critical and necessary to the success of 

these Chapter 11 Cases and the Management Fee is reasonable under the circumstances. Debtors 

require the Management Services to permit the Debtors to pursue their objectives in the Chapter 
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11 Cases, including transitioning the operations of the Hospitals to new operators and winding 

down their businesses in an orderly manner. I further believe that entering into the Sixth 

Amendment is in the best interests of the Debtors’ estates. 

I declare under penalty of perjury that the foregoing is true and correct. 

 

[Signature on Following Page]  
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EXHIBIT C 

 

The Agreement 
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EXHIBIT D 

 

The Sixth Amendment 
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SIXTH AMENDMENT TO HOSPITAL MANAGEMENT AGREEMENT 

 

This SIXTH AMENDMENT TO HOSPITAL MANAGEMENT AGREEMENT (this 

"Amendment") is made and entered effective on the 1st day of January, 2019, by and 

between Strategic Healthcare Resources, LLC, a Tennessee limited liability company (the 

"Manager"), and Curae Health, Inc., a Tennessee nonprofit corporation ("Curae Health") . 

 

WI T N E S S E T H: 

 

WHEREAS, Curae Health and Manager entered into that certain Hospital Management 

Agreement, dated December 31, 2014, as amended by that certain First Amendment to Hospital 

Management Agreement , dated September 1, 2015, as amended by that certain Second 

Amendment to Hospital Management Agreement, dated April 1, 2016, as amended by that 

certain Third Amendment to Hospital Management Agreement, dated May 1, 2017, as 

amended by that certain Fourth Amendment to Hospital Management Agreement, dated 

November 1, 2017, and as further amended by that certain Fifth Amendment to Hospital 

Management Agreement, dated June 1, 2018 (collectively, the "Agreement"), under which 

Manager renders certain management, administration, consulting and purchasing services and 

support, and all other reasonably necessary management support needed for the Hospitals (as 

further defined in the Agreement) (the "Services"); and 

WHEREAS, Curae Health acknowledges that Manager has been actively involved in 

winding down certain assets, and Curae Health and Manager are entering into this Amendment to 

allow for the further winding down of certain assets. 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency 

of which is hereby acknowledged, the parties agree as follows: 

1. Management Services. Exhibit A of the Agreement is hereby amended to add the 

following to the end of Exhibit A: 

"The parties acknowledge that Curae Health and certain related entities are 

currently Debtors in Chapter 11 bankruptcy proceedings pending in the U.S. 

Bankruptcy Court for the Middle District of Tennessee. All of the services 

described in this Exhibit A are being provided in the context of the pending 

Chapter 11 cases. During the Term of the Agreement, Manager will provide Mr. 

Stephen N. Clapp to continue as President/CEO of Curae Health, support the 

transaction closings including assisting potential bidders in obtaining information 

to increase bid amounts, oversee the wind down of the Curae corporate offices 

including lease and asset disposition, and oversee any bankruptcy court activities 

related to Curae Health." 

2. SHR Senior Management. Exhibit B of the Agreement is hereby deleted and replaced 

in its entirety with Exhibit B, attached hereto and incorporated herein by reference. In addition, the 

Agreement is hereby amended to add the following sentence to the end of Article IV: 

"During the Term of the Agreement, Manager may at its discretion provide the 

services of one additional Business Analyst, as needed, at Manager's expense." 

3. Term. Article VII is hereby deleted and replaced in its entirety with the following: 

"Subject to Article VIII, the term of this agreement shall expire on February 28, 

2019. This Agreement shall automatically renew for successive one month 
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periods. Either party may terminate this Agreement upon thirty (30) day advance 

written notice to the other party of such termination. As used herein, "Term" shall 

mean the initial term and any renewed term." 

4. Management Fee. Section 9.1 is hereby deleted and replaced in its entirety with the 

following: 

"For the Management Services rendered hereunder, Curae Health shall pay 

Manager a fee of forty thousand dollars ($40,000.00) per month in arrears due on 

or before the 10th day of each month for Management Services rendered in the 

preceding month. The first such payment shall be due on January 10, 2019, for 

Management Services rendered in December 2018. If Curae Health desires to 

have Manager provide any additional services after this Agreement has been 

terminated, the parties will negotiate in good faith regarding the scope of 

additional services and the amount to be paid for those services." 

5. Ratification of Agreement. Except as specifically amended or modified hereby, the 

terms and provisions of the Agreement are hereby ratified and confirmed and remain in full force 

and effect, without amendment or modification. Notwithstanding anything to the contrary in this 

Amendment, this Amendment shall not become effective until the entry of an Order approving this 

Amendment by the U.S. Bankruptcy Court for the Middle District of Tennessee. 

6. Conflict. In the event of a conflict between the terms of this Amendment and the 

terms of the Agreement, the terms of this Amendment shall control. 

7. Capitalized Terms. Capitalized terms used but not otherwise defined in this 

Amendment shall have the meaning as set forth in the Agreement. 

8. Counterparts. This Amendment may be executed in counterparts, each of which 

shall be deemed to be an original, but all of which shall constitute one and the same instrument. 

 

 

 

 

[Signature page follows.] 
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[Signature page to Sixth Amendment to Hospital Management Agreement] 

 

 

IN WITNESS WHEREOF, the parties have executed this Amendment by and through 

their duly authorized representatives effective as of the date and year first above written. 

 

 

STRATEGIC HEALTHCARE RESOURCES, LLC 

 

 

By:        

 

Name: Stephen N. Clapp  

Title: President 

 

 

CURAE HEALTH, INC. 

 

 

By:        

 

Name: Joseph M. Dawson 

Title: Chairman 
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EXHIBIT B 

 

SHR Senior Management 

 

Title 

 

President and Chief Executive Officer 
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