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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION
In re: Case No. 09-37010 (SGJ)

ERICKSON RETIREMENT
COMMUNITIES, LLC, etal.!

Chapter 11

(Jointly Administered)
Debtors.

wn W W W W W

FIRST AND FINAL APPLICATION OF ALVAREZ & MARSAL HEALTHCARE
INDUSTRY GROUP LLC AS CHIEF RESTRUCTURING OFFICER AND
EXECUTIVE VICE PRESIDENT OF RESTRUCTURING AND ADDITIONAL
PERSONNEL FOR THE DEBTORS FOR ALLOWANCE OF COMPENSATION
FOR PROFESSIONAL SERVICES RENDERED AND FOR REIMBURSEMENT
OF REASONABLE AND NECESSARY EXPENSES INCURRED FROM
OCTOBER 19, 2009 THROUGH APRIL 30, 2010

By this first and final application (the “Application”), pursuant to sections 105(a) and

363(b) of title 11 of the United States Code (the “Bankruptcy Code”) and Rule 2016 of the

Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), Alvarez & Marsal Healthcare

Industry Group LLC (“A&M” or “Applicant”), having been appointed as Chief Restructuring
Officer and Executive Vice President and additional personnel for Erickson Retirement
Communities, LLC (“ERC”) and its affiliated debtors (collectively, the “Debtors™), in the above-
captioned Chapter 11 cases, makes this final application for allowance and payment of fees and

reimbursement of expenses based on the following:

1 The Debtors in these Chapter 11 cases are Erickson Retirement Communities, LLC, Ashburn Campus,
LLC, Columbus Campus, LLC, Concord Campus GP, LLC, Concord Campus, LP, Dallas Campus GP,
LLC, Dallas Campus, LP, Erickson Construction, LLC, Erickson Group, LLC, Houston Campus, LP,
Kansas Campus, LLC, Littleton Campus, LLC, Novi Campus, LLC, Senior Campus Services, LLC,
Warminster Campus GP, LLC, Warminster Campus, LP.
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JURISDICTION AND VENUE

1. This Court has jurisdiction over this matter pursuant to 28 U.S.C. 8§ 157
and 1334. Venue is proper pursuant to 28 U.S.C. 88 1408 and 1409. This is a core
proceeding pursuant to 28 U.S.C. § 157(b)(2).

2. The statutory predicates for the relief requested herein are Bankruptcy
Code sections 105(a) and 363(b) and Bankruptcy Rule 2016.

BACKGROUND

Filing of Chapter 11 Cases

3. On October 19, 2009, the Debtors each filed voluntary petitions for relief
under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the
Northern District of Texas, Dallas Division.

4. Until April 30, 2010, the effective date of the Debtors’ plan of
reorganization, the Debtors continued to possess their properties and manage their
businesses as debtors in possession pursuant to Bankruptcy Code sections 1107(a) and
1108.

5. On November 2, 2009, the official committee of unsecured creditors (the
“Committee™) was appointed by the United States Trustee. No trustee or examiner was
appointed in these cases.

General Factual Background
6. Additional factual background regarding each of the Debtors, including

their current and historical business operations and the events precipitating these Chapter
11 filings is set forth in detail in the Affidavit of Paul Rundell in Support of First Day
Motions [Dkt. Nos. 15, 27], and is incorporated herein by reference.

A&M’s Employment and Retention
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7. On October 20, 2009, the Debtors filed an Application (the “Retention
Application”) for an Order Pursuant to 11 U.S.C. 88 105(a) and 363(b) Authorizing
Employment and Retention of A&M as Chief Restructuring Officer, Executive Vice

President and Additional Personnel to The Debtors Nunc Pro Tunc to the Petition Date

[Dkt. No. 39] is attached as Exhibit A. The Court entered an order (the “Retention
Order”) granting the relief requested in the Retention Application on November 24, 2009
[Dkt. No. 372]. A copy of the Order Pursuant To 11 U.S.C. 88 105(a) and 363(b)
Authorizing Employment and Retention of A&M as Chief Restructuring Officer,
Executive Vice President and Additional Personnel to The Debtors Nunc Pro Tunc to the
Petition Date is attached as Exhibit B.

8. A&M was retained, among other things, to provide assistance to the
Debtors with respect to the management of the Chapter 11 restructuring process, including
providing administrative support, developing business and financial analyses, and support
and assistance with respect to developing the Debtors’ strategy for emerging from Chapter
11 bankruptcy protection.

9. In accordance with the engagement letter (the “Engagement Letter”), which

is annexed to the Retention Application, A&M provided such restructuring support
services as A&M and the Debtors deemed appropriate and feasible during the Debtors’
Chapter 11 cases, including, but not limited to:

a. Development of restructuring plans or strategic alternatives for
maximizing the enterprise value of the Debtors’ retirement
communities and development of a sustainable capital structure for
the Debtors;

b. Serving as the principal point of contact for the Debtors’ creditors

and other parties in interest with respect to the Debtors’ financial
and operational matters;
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C. Management of the Debtors’ liquidity, cash flows, modeling,
budgets and financial planning; and

d. Performance of such other services as requested or directed by the
Debtors’ governing body and Chief Executive Officer.

10. Pursuant to the Engagement Letter and Retention Order, A&M would be
compensated on an hourly basis, and A&M would be reimbursed for reasonable and
necessary expenses incurred during the engagement. Guy Sansone would be compensated
at a fixed fee of $65,000 monthly. In addition to the fees listed above, A&M is also
eligible for an incentive fee of up to $1.5 million, as further described in the Retention
Application and Engagement Letter.

11.  A&M has incurred fees and expenses for services performed from the

Petition Date through April 30, 2010 (the “Application Period”). The total amount of

professional fees and expenses related to services provided by A&M to the Debtors during
the Application Period total $4,869,727.65 ($4,656,570.04 in professional fees, which
includes a $1.5 million incentive fee, $213,157.61 in professional expenses and
$130,750.00 of voluntary fee reductions and $2,547.43 in voluntary expense reductions).
The $130,750 voluntary fee reductions included reducing Sansone’s monthly fees in half
during the months of March and April ($65,000.00 of voluntary reductions), reducing
Rundell’s hours by 20 in March and April ($24,000.00 of voluntary reductions), and
reducing Simon’s hours by 98.5 in March and 68.5 in April ($41,750 of voluntary
reductions). The $2,547.43 in voluntary expense reductions were for various reasons,
including reducing meals which A&M felt were non-working meals and or meals that
were deemed above reasonable limits. A&M has been paid pursuant to the terms of the
Retention Order. A&M, therefore, respectfully submits this Application for final approval

of all fees and expenses incurred by A&M during the Application Period.
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ACHIEVEMENTS DURING APPLICATION PERIOD

12.  The Debtors filed an emergency voluntary Chapter 11 petition more than
seven months after A&M was originally retained. The Debtors’ complex business, legal
and capital structures unfortunately made an out-of-court restructuring too difficult to
achieve in a short period of time. As of the Petition Date, the Debtors had more than $2
billion in debt on their books. The pre-petition debt was almost entirely secured.
Approximately fifty lenders, several sub-debt lenders, and hundreds of bond holders held
claims against the Debtors for pre-petition debt. The continuing care retirement
community industry is heavily regulated; therefore, more than ten state regulators (the
“Regqulators”) were involved in post-petition restructuring efforts. In addition, A&M
assisted the Debtors with negotiating with the Regulators, overseeing 23,000 residents (the
“Residents”) of the continuing care retirement community facilities and managing
approximately 11,000 employees.

13. In short, A&M assisted the Debtors with the following during the Debtors’

Chapter 11 bankruptcy proceedings:

. Protection of approximately $4 billion of Resident’s initial entrance deposits

. Reduction of expenses (over $100 million annualized)

. Negotiation of insurance renewals which reduced costs by around $1.2 million
annually

. Liquidation of non-core assets which generated approximately $8.0 million
proceeds

o Streamline of operations, resulting in decreased operating expenses

. Control over the spending function and improved collections

5
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. Production of reliable and accurate short term and long term cash flow projections

. Negotiation of cash collateral usage and post-petition financing packages, which
provided the Debtors with the liquidity needed to successfully sell estate assets and emerge
from Chapter 11 bankruptcy protection in an expedient fashion

o Serving as primary fact witness with respect to most of the Debtors’ contested
matters before the Court

. Providing leadership and guidance to Debtors’ investment bankers in the 18-hour
auction of substantially all of the Debtors’ assets, resulting in significantly increased
recoveries to all secured creditors

. Provision of key information to advisors potential buyers’ advisors including
approximately 10 unique weekly reports, 12 monthly reports and additional in-depth analyses
requested by the various parties of interest

. Communication with various constituencies (including regulators, employees,
not-for-profits entities, professionals, corporate and campus project lenders, sub-debt lenders,
and bond trustees) on a regular basis to explain the process so that the Debtors had time to
execute the strategy

. Assisting Debtors’ investment banker in securing a purchaser with significant
capital to finish building out the campuses

. Oversight of the claims estimation and reconciliation process, which included
sorting through over 500 claims totaling over $1 million

. Oversight of all aspects of the successful restructuring of the Debtors” assets and

liabilities
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. Negotiation with all creditors with respect to convincing them to accept the
Debtors’ restructuring strategy and tweaking of the strategy when necessary to develop a
successful plan of reorganization that was ultimately accepted on by almost 99% of the
Debtors’ creditors

. Successful completion of all administrative requirements including monthly
operating reports, statements and schedules for 16 individual Debtors

. Renegotiation of contracts and leases which reduced operating costs by
approximately $1.5 million annually

. Playing a critical role in transitioning the Debtors’ assets to the purchaser to
ensure the closing and transition went smoothly, including, among other things, handling

communications, financial issues, operational issues, and regulatory questions

RELIEF REQUESTED

14, In connection with the Chapter 11 cases, the Applicant has performed the

services set forth in the schedules attached hereto and incorporated herein by reference as

Exhibits C, D and E (containing a summary of hours and fees performed in connection
with Debtors by task code) for fees and expenses as therein set forth totaling
$4,869,727.65 (fees charged: $4,656,570.04; expenses advanced: $213,157.61) for the
Application Period.

15. The fees and hours summaries are attached hereto as Exhibits C and D and

include hours and fees charged by person and by task code for the Application Period.

Time was kept by person and billed to each discrete category or activity, which was then
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summarized by person, by hour, for each task code. The Applicant has used its best
efforts to accurately describe each task category for which time was billed.

16. Expenses were also tracked and itemized in the monthly fee statements. A
summary of the expenses by person and by expense category can be found on Exhibit E.

17. A&M was retained as Chief Restructuring Officer and Executive Vice
President and additional personnel to the Debtors during these Chapter 11 cases. As a
result of A&M’s services, the Debtors have transitioned smoothly through the Chapter 11
bankruptcy process.  Additionally, A&M has been instrumental in the successful
reorganization of the Debtors. The Debtors have a complicated business and legal
structure; they conduct business in a highly regulated industry, and face a challenging
economic environment. In addition, these cases involved a large number of key
constituencies and yet the Debtors exited Chapter 11 within seven months with a plan of
reorganization that was accepted by almost 99% of all creditors.

18.  The Retention Application and Retention Order are incorporated herein by
reference. Moreover, the following annexed exhibits further support the relief requested
in this Application:

Exhibit A: Application Pursuant to Sections 105(a) and 363(b) of the Bankruptcy

Code for Authorization to Employ and Retain Alvarez & Marsal Healthcare

Industry Group as Chief Restructuring Officer, Executive Vice President of

Restructuring and Additional Personnel Nunc Pro Tunc to the Commencement

Date [Docket No. 39].

Exhibit B: Order Pursuant to Sections 105(a) and 363(b) of the Bankruptcy Code

for Authorization to Employ and Retain Alvarez & Marsal Healthcare Industry
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Group as Chief Restructuring Officer, Executive Vice President of Restructuring
and Additional Personnel Nunc Pro Tunc to the Commencement Date [Docket No.
372].

Exhibit C: Summary of Fees Charged by Task Code and by A&M Professional
during the Application Period.

Exhibit D: Summary of Hours Charged by Task Code and by A&M Professional
during the Application Period.

Exhibit E: Summary of Expenses Charged by Task Code and by A&M
Professional during the Application Period.

SERVICES RENDERED AND TASKS PERFORMED

19.  A&M kept detailed records of its hours and fees by person and by task
code and a summary of this time can be found in Exhibit C and Exhibit D. A&M’s
professionals rendered a total of 6,926.7 hours of professional services to the Debtors (not
including hours charged by Guy Sansone) totaling fees of $4,656,570.04, which is net of
voluntary write-offs and includes the incentive fee. The following is a summary of the
services rendered (organized by task code) by A&M during the Application Period:

A. Accounting / Auditing

20.  A&M worked on various accounting tasks, including assisting the campus
auditors with data requests, working with the Debtors’ independent auditors and
accountants to help provide information and/or details so that they can perform the audits
for the respect not-for-profit entities (each an “NFP’"), working on collections of accounts

receivable to improve cash flow and liquidity, calculating key accounting performance
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measures, and creating accounting reports for management which allowed them to more
accurately project financial performance.

21. During the Application Period, A&M spent a total of 92.3 hours on this
task in this category for total fees of $24,005.00.

B. Assessment Services

22.  A&M conducted a Revenue Cycle Assessment including Community
Business Office and Patient Access, Corporate Billing and Collections functions
(Corporate AR Department). Work processes and work flows across all of the major
functions of the revenue cycle were reviewed. In addition, A&M performed various data
analyses related to patient access, billing and collections and denials from third-party
payers. In addition A&M conducted a series of interviews with corporate and community
key management and staff and reviewed all key procedures and prepared
recommendations in four key categories to bring the Debtors’ days in accounts receivable
in line with industry standards, which improved liquidity by millions of dollars.

23. During the Application Period, A&M spent a total of 95.4 hours on this
task in this category for total fees of $29,090.00.

C. Asset Analysis and Recovery

24.  A&M worked with the Debtors’ financial and legal advisors, developing
the recovery analysis associated with the plan of reorganization. Some of the tasks
included the collection and analysis of data from each debtor; development of financial
forecasts for certain recovery items; research and resolution of business and legal issues
impacting the recovery; and the review and update of multiple drafts of the recovery

analysis.

10
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25. During the Application Period, A&M spent a total of 13.4 hours on this

task in this category for total fees of $5,970.00.
D. Asset Disposition

26.  Work consisted of time spent on disposing of non-core assets, including the
UMBC building and land loans totaling almost $40 million of debt, auction of a condo
owned by ERC and various other non-core assets. Significant amount of time was also
spent on the sale of core assets. This time would be spent on supporting the Debtors’
investment banker, providing details to the various bidders and providing details to
advisors of various creditors with respect to the sale of the Debtors’ core assets.

27. During the Application Period, A&M spent a total of 184.7 hours on this
task in this category for total fees of $101,992.50.

E. Business Analysis

28. A&M worked to analyze and understand the performance of the
Company’s business, develop methods to monitor and improve performance, and mitigate
the impact of the bankruptcy. Significant time was spent analyzing and improving daily,
weekly and monthly liquidity at the various Debtors and associated NFPs. Other tasks in
this category included resolving vendor issues, meeting with management, analyzing
employee compensation and benefit plans, and review and development of reporting tools
for management.

29. During the Application Period, A&M spent a total of 397.7 hours on this
task in this category for total fees of $195,580.00.

F. Business Operations

11
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30. A&M worked with the Debtors’ management and employees to develop
and implement strategies to resolve business process and operations issues associated with
the restructuring. Tasks in this category included the development and implementation of
new financial reporting, liquidity management, marketing, and insurance payment
processes; collection and analysis of data; meetings with the Debtors’ management and
employees; cancellation of leases; and resolution of issues related to the treasury
management system, vendor payments and other business issues.

31. During the Application Period, A&M spent a total of 326.6 hours on this
task in this category for total fees of $145,265.00.

G. CRO Governance

32. A&M worked on various Chief Restructuring Officer (“CRQ”) activities
including supporting the CRO, the Debtors’ management and performing other tasks
necessary to the restructuring. Some of these tasks included attending meetings and/or
participating in calls on monthly operating reports to the trustee’s office, preparing for
court hearings, ensuring all the proper legal documents were filed on a timely basis, and
meeting with the Debtors’ management with respect to how financial, communication,
operation and other issues could impact the restructuring process. A significant amount of
the time spent with the Debtors’ executive management was charged to other codes
including business operations and strategy.

33. During the Application Period, A&M spent a total of 10.1 hours on this
task in this category for total fees of $6,060.00.

H. Case Administration

34.  A&M worked on various requests by the U.S. Trustee.

12
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35. During the Application Period, A&M spent a total of 7.6 hours on this task

in this category for total fees of $4,260.00.
I. Cash Management

36. A&M managed the Debtors’ daily, weekly, and monthly cash flow and
liquidity related to the bankruptcy. Tasks related to this category included approving and
reviewing all disbursements; the development of daily; weekly and monthly cash flow
forecasts; improving and monitoring cash and initial entrance deposit collections; daily
and weekly cash flow reporting and variance analyses; weekly calls with the NFPs’
financial directors regarding funding needs; managing post-petition financing
borrowings/repayments; resolving payments, collections and treasury issues; and
analyzing the liquidity impact of bankruptcy issues (contract assumption) on liquidity.
Due to the Debtors’ complicated debt and legal structure and the amount of professionals
involved in these cases, a significant amount of time was spent on Cash Management tasks
to ensure all creditors had comfort that A&M was able to control and preserve liquidity
and accurately project the Debtors’ cash needs.

37. During the Application Period, A&M spent a total of 510.6 hours on this
task in this category for total fees of $240,545.00.

J. Claims Administration and Objections

38.  A&M analyzed and reviewed all claims filed against the Debtors’ estates.
A&M compared filed claims to scheduled claims and created numerous schedules.
Reviewed supporting documents attached to proofs of claim and reconciled with company
data for bank claims, account payable claims, mechanics lien and other filed secured

claims. Managed the balloting process and assisted attorneys and the claims agent with

13
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resolving balloting issues and responding to requests by the numerous lenders. A&M also
researched claims objections and assisted management and attorneys with reconciling key
claims. Because of the Debtors’ complicated debt structure and shortened time in chapter
11, A&M was heavily involved with both the balloting and claims process.

39. During the Application Period, A&M spent a total of 331.7 hours on this
task in this category for total fees of $131,860.00.

K. Communications

40. A&M worked with the Debtors’ finance directors and management to
develop talking points regarding taxes, accounts receivable and finance assessment
projects and other various communications and reviewed various press releases and
outside communications to manage the flow of public information.

41. During the Application Period, A&M spent a total of 23.5 hours on this
task in this category for total fees of $6,945.00.

L. Consulting

42. A&M conducted a Revenue Cycle Assessment including Community
Business Office and Patient Access, Corporate Billing and Collections functions
(Corporate AR Department). Work processes and work flows across all of the major
functions of the revenue cycle were reviewed. In addition, we performed various data
analyses related to patient access, billing and collections and denials from third-party
payers. A&M also conducted a series of interviews with corporate and community key
management and staff, reviewed all key procedures and prepared recommendations in four
key categories to bring the Debtors’ days in accounts receivable in line with industry

standards.

14
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43. A&M conducted a Finance / Accounting Assessment including FP&A,
Accounting and Reporting, Payroll, Accounts Payable, Treasury, Escrow, Community
Accounting, Risk Management, Procurement and Department Finance (IT, Marketing).
These efforts resulted in liquidity savings of over $1 million.

44, During the Application Period, A&M spent a total of 493.3 hours on this
task in this category or total fees of $214,592.50.

M. Contract / Lease Assume / Reject

45. A&M worked with the Debtors’ management / employees and Redwood-
ERC Senior Living Holdings, LLC, a Maryland limited liability company (“Redwood”) to
develop and finalize assumed contracts for the Debtors’ plan of reorganization. Tasks
performed with respect to this category included cataloguing and categorizing all of the
Debtors’ contracts; development and maintenance of a master contract tracking list;
reconciliation of an executory contract list (Schedule G) to the contract list filed with the
asset purchase agreement; research and review of contracts to determine whether to
assume or reject the contracts; negotiations with vendors on cure payments; and
preparation and review of contract amendments. There were approximately one thousand
contracts in the asset purchase agreement and A&M cross referenced these contracts
against claims filed against the Debtor estates and consulted with Redwood regarding
whether to assume or reject the contracts.

46. During the Application Period, A&M spent a total of 189.7 hours on this
task in this category for total fees of $96,855.00.

N. Corporate Finance

15
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47.  A&M worked with potential buyers and various key constituencies with
respect to matters related to the sale of the Debtors’ assets. These matters included the
valuation of the Debtors and the allocation of purchase price proceeds amongst the Debtor
estates.

48. During the Application Period, A&M spent a total of 7.3 hours on this task
in this category for total fees of $3,832.50.

O. DIP Financing / Cash Collateral

49. Involved work relating to securing a post-petition credit facility and
potentially using cash collateral for the bankruptcy period. The major tasks included
analyzing potential cash needs during the bankruptcy period, determining the potential
credit facility size per Debtor, development of a financing budget, weekly reporting on
actual financing budget results, updating of financing budget on a weekly and monthly
basis, calls with potential lenders, calls with creditor advisors regarding cash collateral,
and review and negotiation of the post-petition credit facility documents.

50. During the Application Period, A&M spent a total of 319.5 hours on this
task in this category for total fees of $139,745.00.

P. Data Analysis

51. Involved reviewing and analyzing information generated by the Debtors to
ensure data integrity, to develop improved reporting tools and generate analyses to
understand business operations. The reporting tools and analyses were used to monitor
the business and provide updates to the various constituencies in these cases. Key areas of
focus for this analysis was treasury funds flows, vendor payments, pre-petition accounts

payable balances, professional fees, employee severance costs and employee benefit costs.

16
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These analyses were requested by the corporate lenders’ advisors, campus construction
advisors, NFP advisors, the Debtors’ executive management and Redwood.
52. During the Application Period, A&M spent a total of 708.1 hours on this
task in this category for total fees of $238,837.50.
Q. Employee Benefits and Pensions
53. A&M worked on various benefits and vendor issues. A&M reviewed the
wage motion and various affidavits, attended numerous meetings with finance and human
resources staff on benefit payment issues, and determined total severance amounts.
54, During the Application Period, A&M spent a total of 32.5 hours on this
task in this category for total fees of $11,632.50.
R. Fee and Employments Applications
55. A&M tracked fees and expenses filed by professionals in the cases.
Various tasks regarding the retention of professionals and their employment applications.
56. During the Application Period, A&M spent a total of 24.0 hours on this
task in this category for total fees of $6,000.00.
S. Financing
57.  A&M worked with the Debtors to renew letters of credit with PNC Bank
and performance bonds with various sureties during the bankruptcy period. A&M then
worked with Redwood to ensure that these letters of credit and performance were
appropriately assigned or renewed post closing.
58. During the Application Period, A&M spent a total of 3.8 hours on this task
in this category for total fees of $1,905.00.

T. Insurance

17
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59. A&M worked with the Debtors’ risk management staff, Debtors’
bankruptcy counsel and Redwood on a range of issues related to the Debtors’ insurance
program. A&M assisted the Debtors’ risk management staff in the renewal of its
insurance programs and evaluating potential cost/capital saving programs and structures
for the renewal. A&M also worked with Debtors’ counsel in preparing and filing an
insurance motion and assisted Redwood with ensuring that the insurance program was
properly assigned to the buyer and improving the Debtors’ D&O tail coverage.

60. During the Application Period, A&M spent a total of 39.4 hours on this
task in this category for total fees of $19,205.00.

U. Litigation Support

61. A&M supported the Debtors’ counsel throughout the case with various
information requested by various constituencies. Some of the tasks included working on a
severance motion, working on the creditor matrix, preparing data for the utilities motion,
working on discovery issues, supporting the Debtors’ counsel regarding an examiner
motion, and assisting with negotiations with respect to resolving various objections to the
plan of reorganization.

62. During the Application Period, A&M spent a total of 43.0 hours on this
task in this category for total fees of $16,417.50.

V. Meeting of Creditors

63.  Tasks in this code included preparing for the 341 hearing, meeting with
advisors (corporate, project, creditors’ committee), Debtors investment banker and sub-
debt holders regarding allocation of sale proceeds, meeting with the bond trustee and

advisors regarding debt restructurings.

18
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64. During the Application Period, A&M spent a total of 11.8 hours on this
task in this category for total fees of $5,295.00.
W. Plan and Disclosure Statement
65.  Time was spent on providing the Debtors’ investment banker and counsel
with details necessary to file the plan and disclosure statement and amendments to the
same. Significant time was also spent on negotiating with the various creditors involved
in these cases, including but not limited too, the unsecured creditors committee, the
construction lender agents, the corporate lender agent, the three sub-debt lenders, the bond
trustee and the agent with respect to the UMBC construction loan. A lot of this time was
spent on providing various parties with details, analyzing various distributions and
negotiating the proceeds from the purchase to reach a plan that was on average 99%
accepted by all parties.
66. During the Application Period, A&M spent a total of 262.7 hours on this
task in this category for total fees of $144,875.00.
X. Plan Process
67.  Work was spent on providing the analysis and detailed support to get a plan
and disclosure statement approved. Most of this time was the strategy and analysis
necessary to get the various constituencies aboard with a consensual plan.
68. During the Application Period, A&M spent a total of 27.0 hours on this
task in this category for total fees of $16,147.50.
Y. Post Confirmation
69. A&M worked with the Debtors, lenders’ counsel, Redwood, taxing

authorities, and other interested parties on preparing flow of funds documents, reviewing
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distributions, verifying payoff amounts with taxing authorities, analyzing amounts needed
by the title company for escrows. The closing involved almost $1 billion of funds flowing
in and out of the title company in less than one day and ensuring that the amounts
collected and distributed were correct took a massive effort by dozens of people and it was
the CRO’s team’s responsibility to coordinate this effort.

70. During the Application Period, A&M spent a total of 163.7 hours on this
task in this category for total fees of $87,865.00.

Z. Reclamation Claims and Preference Analysis

71. A&M worked with company management, attorneys and the claims agent
to gather payment and invoice data for all Debtors in order to prepare a preference
analysis. Tasks included gathering all payroll data, accounts payable data (including
checks, wires and ACH payments) and data relating to insider payments. This project was
completed so that A&M could inform the court of the potential amounts of preference
claims that were possible and it also helped the unsecured creditors committee understand
future potential sources of recovery.

72. During the Application Period, A&M spent a total of 57.8 hours on this
task in this category for total fees of $26,197.50.

AA. Schedules & Statements of Financial affairs

73.  A&M created the schedules & statements of financial affairs for the 16
Debtors; filed these documents with the Court; and prepared and filed monthly operating
reports. Tasks related to completing this task included retrieving, analyzing and reviewing
the following data sets for all 16 debtors: one year of payment history, one year of insider

payment history, pre-petition assets category, pre-petition liabilities by individual creditor,
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historical financial information and executory contracts. Due to the amount of Debtors
and the complicated business and capital structure, a significant amount of time was spent
ensuring the various creditors had accurate information.

74. During the Application Period, A&M spent a total of 593.5 hours on this
task in this category for total fees of $245,930.00.

BB. Strategic Planning

75.  Time spent with Debtors investment banker and counsel discussing various
topics including, but not limited to, the plan and disclosure statement, maximizing the
price in the auction process, NFP issues, project lender issues, corporate lender issues,
sub-debt lender issues, getting 5-10 year management agreements from the NFPs and
controlling the speed to get the Debtors out of Chapter 11. In addition, A&M spent
significant time controlling communications with regulators and residents as well
discussing operations, settlements, financial issues, legal issues and many other challenges
the Debtors faced during the Chapter 11 process. This included having 2-3 calls with
advisors and counsel every week, meetings with the Debtors’ executive management at
least twice a week and frequent Board meetings.

76. During the Application Period, A&M spent a total of 29.6 hours on this
task in this category for total fees of $11,695.00.

CC. Tax Issues

77.  A&M worked with the Debtors and Debtors’ bankruptcy counsel to
manage potential real estate tax issues related to the bankruptcy. Tasks related to this
category included developing a communication strategy for operations staff to handle

enquiries from taxing authorities, supporting tax professionals and Debtors’ counsel in
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appealing tax valuations for various communities (Houston, Novi, Kansas), conducting
calls with the various taxing authorities regarding payment of taxes, and working with the
state of Maryland on a sales and use tax audit. As well as, various requests from lenders’
counsel, the creditors’ committee and NFP advisors.

78. During the Application Period, A&M spent a total of 47.8 hours on this
task in this category for total fees of $22,862.50.

DD. Testimony

79. Throughout this case, there has been significant testimony required from
the CRO’s team. Paul Rundell, a Managing Director at A&M and Executive Vice
President at ERC, was the person selected to provide this testimony. In the beginning of
the case, with over fifty lenders, almost $2 billion of debt at risk and highly regulated
industry required significant amounts of testimony and therefore preparation for these
hearings. Finally, a significant amount of testimony was required by the complicated
capital structure and the various creditor issues that developed before and during the case.

80. During the Application Period, A&M spent a total of 314.7 hours on this
task in this category for total fees of $180,450.00.

EE. Valuation

81.  Tasks in this time code include working on litigation issues, calls with
corporate lenders’ advisors regarding a valuation fight and analysis and review of the
proposed valuation of each of the campus properties.

82. During the Application Period, A&M spent a total of 8.3 hours on this task
in this category for total fees of $4,980.00.

FF.Various requests from Lenders, Committee and NFP advisors
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83. A&M worked to provide requested data and analyses to the legal and
financial advisors of the various constituencies in these cases — corporate lenders,
construction lenders, unsecured creditors committee, NSC and potential buyers. The data
and analyses requests included recurring weekly, monthly and quarterly data requests /
analyses in addition to those that were ad hoc or one-time in nature. Recurring weekly,
monthly and quarterly requests included items related to liquidity, cash flow, marketing
spending, settlement activity, reservation activity, and financial performance. For the
NSC advisors, A&M provided special detailed weekly cash flow reporting packages. One
off analyses included providing the unsecured creditors committee with preference data
and providing them with information on the size of the unsecured pool.

84. During the Application Period, A&M spent a total of 575.1 hours on this
task in this category for total fees of $262,920.00

GG. Travel

85.  This category includes time spent by A&M in connection with necessary
travel in this case. In accordance with the Court’s Local Guidelines, A&M billed the
travel time of its professionals at one-half their normal and customary billing rates
otherwise charged for services in this Case

86. During the Application Period, A&M spent a total of 980.5 hours on this
task in this category for total fees of $222,346.25 (does not include hours charged by Guy
Sansone), which represents 100% of the time charged, but only one-half of the fees have
been charged.

87.  The following chart summarizes by Task Code the hours and fees rendered

by A&M during the Application Period:
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Fees Billed per Task Code:

Hours Billed

Fees Billed During

Task Description During the the Application
Application Period Period
Accounting/auditing 923 $ 24,005.00
Assessment services 95.4 29,090.00
Asset analysis and recovery 134 5,970.00
Asset disposition 184.7 101,992.50
Business analysis 397.7 195,580.00
Business operation 326.6 145,265.00
CRO governance 10.1 6,060.00
Case administration 7.6 4,260.00
Cash management 510.6 240,545.00
Claims admin and objections 331.7 131,860.00
Communications 235 6,945.00
Consulting 493.3 214,592.50
Contract/lease assume/reject 189.7 96,855.00
Corporate finance 7.3 3,832.50
DIP financing/cash collateral 3195 139,745.00
Data analysis 708.1 238,837.50
Employee benefits/pensions 325 11,632.50
Fee/employment objections 24.0 6,000.00
Financing 3.8 1,905.00
Insurance 394 19,205.00
Litigation support 43.0 16,417.50
Meeting of creditors 11.8 5,295.00
Plan and disclosure statement 262.7 144,875.00
Plan process 27.0 16,147.50
Post confirmations 163.7 87,865.00
Reclamation claims 57.8 26,197.50
Schedules & statements of financial affairs 593.5 245,930.00
Strategic planning 29.6 11,695.00
Tax issues 47.8 22,862.50
Testimony 314.7 180,450.00
Travel time 980.5 222,346.25
Valuation 8.3 4,980.00
Various requests from Lenders, UCC and NFP advisors 575.1 262,920.00
Total 6,926.7 $ 2,872,158.75

* Not including Guy Sansone
** Travel hours billed at 50% hourly rate
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LEGAL STANDARD

88. The retention of interim corporate officers and other temporary employees
is proper under section 363 of the Bankruptcy Code. Numerous courts have authorized
retention of officers utilizing this provision of the Bankruptcy Code. See In re Mirant

Corporation, et al., Case No. 03-46590 (DML) (Bankr. N.D. Tex. September 26, 2003); In

re PRC, LLC, Case No. 08-10239 (MG) (Bankr. S.D.N.Y. February 27, 2008); In re Bally

Total Fitness, Inc., Case No. 07-12395 (BRL) (Bankr. S.D.N.Y. August 1, 2007); In re

Dana Corp., Case No. 06-10354 (BRL) (Bankr. S.D.N.Y. May 6, 2006); In re Cable &

Wireless USA, Inc., Case No. 03-13711 (CGC) (Bankr. D.Del. Jan. 16, 2004); See also |

re WorldCom Group, et al., (Case No. 02-13533) (AJG) (Bankr. S.D.N.Y. September 17,

2002); In re Parmalat USA Corp., Case No. 04-11139 (Bankr. S.D.N.Y. Sept. 2, 2004); In

re RCN Corp., Case No. 04-13638 (Bankr. S.D.N.Y July 30, 2004); In re Kmart

Corporation, et al., Case No. 02-B02474 (SPS) (Bankr. N.D. Ill., E.D. May 22, 2002); In

re Integrated Health Services, Inc., Case No. 00-389 (MFW) (Bankr. D.Del. 2000).

89.  Application of the foregoing criteria more than justifies the compensation
requested for the services described below provided by the Applicant.

CONCLUSION

WHEREFORE, Applicant requests that the Court, after notice and a hearing, allow the
approval of professional fees and expenses in connection with work performed for Debtors for
the Application Period in the amount of $4,869,727.65 (reasonable fees in the amount of
$4,656,570.04 and actual and necessary disbursements in the amount of $213,157.61), authorize

Debtors to allow the Applicant the allowed fees and expenses, allow (on a final basis) fees and
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expenses which have already been approved by this Court and paid to A&M, and grant such

further and additional relief as to the Court may appear proper.

Dated: June 14, 2010
Dallas, Texas

EAST\42915503.3
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Alvarez & Marsal Healthcare Industry
Group LLC

By: _ /s/Paul Rundell
Paul Rundell
prundell@alvarezandmarsal.com

55 West Monroe Street
Suite 4000

Chicago, IL 60603
Telephone: (646) 642-4605
Facsimile: (847) 557-9010

CHIEF RESTRUCTURING OFFICER,
EXECUTIVE VICE PRESIDENT AND
ADDITIONAL PERSONNEL FOR
DEBTORS AND DEBTOR-IN
POSSESSION
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Vincent P Slusher

Siate Bar Ma. Q07H54080
vineentshsherfidiapiper.com
DLA Piper LLP (LIS}

IT17 Muin Steget, Sume 46040
Diillas, Texas 75201
Telephone: (Z14) TA3-4572
Fucaimile: (972) 813-6267

Thoerais B, Califano

MNew Y ork Stile Bar No. 2286144
thomes_califeno@dlopiper.com
Jeremy B, Johssen

New York Stite Bar Mo, 4307617
Jeremy johnsondidispiper.com
DLA Piper LLP [LI5)

1251 Avente of the Americis
Mew York, Mew Yaork 10020-1104
Tel: {212 8356040

Faoxz (2123 B35-600]

PROPOSED ATTORNEYS FOR THE DERTORS
AND DERTORS 1N POSSESSI0N

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
In re: 8 CASE NO. 09-37010
§
ERICKSON RETIREMENT & CHAPTER 11
COMMUNITIES, LLC, ef al.' §
i Joint Administration Pending
Debiturs, §

APPLICATION PURSUANT TO BANKRUPTCY CODE SECTIONS 105(a) AND 363(h)
FOR AUTHORIZATION TO (A) EMPLOY AND RETAIN ALVAREZ & MARSAL
HEALTHCARE INDUSTRY, LLC TO PROVIDE THE DEBTORS A CHIEF
RESTRUCTURING OFFICER, AN EXECUTIVE VICE PRESIDENT OF
RESTRUCTURING, AND ADDITIONAL PERSONNEL AS CRISIS MANAGERS, AND
(B} TO DESIGNATE GUY SANSONE AS THE CHIEF RESTRUCTURING OFFICER
AND PALL RUNDELL AS EXECUTIVE VICE PRESIDENT OF RESTRUCTURING
FOR THE DEBTORS NUNC PRO TUN ) INCEMENT DATE

The Debiors i these chigpler 11 cased are Erockson Retrement Communities, LLE, Ashbern Compis, LLL,
Codumnbies Campug, LLC, Cobeord Coampus GPF, LLC, Concond Campus. LP, Dalles Campus GP, LLC, Dallas
Campus, LP, Erickson Comsfruction, LLC, Erickson Group, LLC, Howion Comvpuee, LP, Bonsss Cpopos, LLC,
Litigton Campus, LLC, MNovi Campus, LLO, Senior Campos Services, LLC, Wanninsier Campas OGP, LLC,
Warminsier Campus, 8

PAsTu T | 1
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The above caplioned debtors and debters in possession (collectively, the “Debtors”), file
this application {the “Application™), For suthorty pursuant 1o Bankruptey Code sections | (5(4)
anvd 363(b): (i) to employ and retain Alvarez & Marsal Healtheare Industry, LLC (“A&M™) 1o
provide the Debtors a chief restructuring officer. an executive vice president of restructuring, and
additional personnel as enisis managers, and (51} to appoint Guy Sansone as Chiel Restructuring
fficer and Poul Rundell as Executive Vice President of Restrugwring, all nunc pro june o the
Petition Drate. In support of this Application, the Deblors submit the Dreclaration of Paul Rundell
{the “Rundell Application Declaration™), attached hereto as Exhibit B. In lurther support of this
Application, the Debtors respectfully represent:

Jurisdiction

1. The Count has jurisdiction over this matter pursuami o 28 LLS.C. §8 157
and 1334, This matier is o core proceeding within the meaning of 28 U.5.C. § 157(b)(2).

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

: The statutory bases for the reliel requested herein are sections 363(b) wnd 105 of
title 11 of the United States Code (the "Banknipicy Code™), and Rules 2014{a) ond 2016 of the
Federal Rules of Bankruptcy Procedure (the “Bankruptey Rules™).

Background

4, On Ogtober 19, 2009 (the “Petition_ Date™), the Debtors commenced these cases
by filing voluntary petitions for relief under chapter 11 of the Bankruptcy Code.

3 The Debtors have continued in the possession of their assets and have continued
1o operate and manage thelr business as debtors in possession pursuant 1o Bankrupicy Code

sections 1 107{a) and | 108,

| B¥]
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fr. Mo trustee, examiner or committee of creditors has been appointed in any of the
Debtors” chapter | | cases.

7. The factual background regarding each of the Debtors, including their current and
historical business operations and the events precipitating these chapter 11 filings, 15 set forth in
detail in the Affidavit of Paul Rundell in Support of First Day Motions, and is incorporated
herein by reference.

K. Beginning on April 2, 2009, smed continuing throogh the Petition Date, several
professionals of A&M, including Mr. Sansone and Mr. Rundell, have devoled substantial
amounts of thme and effort working with members of the Debtors' senlor management 1o, among
other things, assist in the developmient of near-term projections, assist in short-term cash
monagement activities, reduce the cost structure of the Debtors by millions of dollars, work with
the various project and corporate lenders 1o attempl an out of court restructuring. and coordinate
the Debtors” €ffons to prepare for a chapter ] filing.

9. The Debtors chose A&M as o crisis management firm, Mr, Sansone ss CRO, and
Mr. Rundell ns Exccutive Yice President of Restructuring, respectively, because of A&M's
extensive cxperience providing restructuring services in reorganization proceedings and its
excellent reputation for the services it has rendered in chapter |1 cases on behalf of debtors and
creditors theoughout the United States. Moreover, the Debtors chose A&M and Mr. Sansone and
Mr. Rundell because of the in-depth knowledge and familiarity that AXM had garnered
regarding the Debtors and thelr business operations in the period leading up to the Petition Date
in their role a5 restructuring consultanis, and the beliel that by continuing the existing
relationship with A&M, rather than retaining a new advisory firm, the Debtors could minimize
disruptions to their restructuring efforts that might otherwise arise from the appointment of n pew

CRO.
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[0 Accordingly, effective on April 2, 2009, the Debtors and A&M entered into an
employment fetter (the “Engagement Letter™), a copy of which is attached hercto as Exhibil C.
As set forth in this letter, the parties have agreed that Mr, Sansone, 8 managing director within
A&M, will serve ns the Debors’ CRO. Additionally, the partics have subseguently agreed 1o
that Mr. Rundell will serve as Execcutive Vice President of Restructuring. Further, A&M has
agreed to provide other A&M employees (*Additions] Personngl™) #s necessary to support Mr
Sansone, Mr, Rundell, and the Debtors® existing management team in their restructuring efforts
during these chapter || cases,

Relief B ed

B By this Motion, the Debtors seck authority, pursusnt 1o Bankruptey Code sections
363 and 103, to employ and retain A&M 10 provide the Debtors 8 CRO and Executive Vice
President of Restructuring as well as Additional Personnel as crisls managers, pung pro tune fo
the Petition Date, in accordance with the terms set forth in the Engagement Letter,

A&M's Dualifications

12 A&M, together with its affilintes, comprises a termaround management consulting
firm founded in 1983 10 provide specialived deblor management and advisory services 1o
troubled companies (the “Firm™). The Firm has since grown to become a global provider of
management and advisory services 1o companies In erisis or those in need ol performance
improvement in specific fmancial and operational areas. The Firm's core services inciude
Turmaround Management Consulting, Interim and Crisis Management, Creditor Advisory, and
Performance Improvement. The Firm has provided interim management services in a number of
larpe and med-size bankmepioy restrecturings including In_re Lehman Brothers Holdings Inc..

Case No. 08-13555 (S.DN.Y. Sepl. |5, 2008) and In re Saint Vincents Catholic Medical Centers
of New York, Cose No. (15- 14945 (5.DNY, July 5, 2005).

EASTEITER| | q
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3.  Mr. Sonsone is o managing director of A&M. He has worked as 8 turmoaround
consultant and financial advisor for over |7 vears, Mr. Sansone has substantial knowledge and
experience serving either in senior managemeént positions or 8s 8 restructuring advisor In large
companies. and in assisting troubled companies. with stubilizing their financial condition.
analyzing their operstions and developing an appropriate business plan 1o accomplish the
necessary restructuring of their operations and finances. Specifically, Mr. Sansone has advised
and/or served as & senior executive for, among others, St. Vincent's Catholic Medical Centers.
Further, Mr. Sansone was interim Chiel” Financial Officer of HealthSouth Corpuration and s
member of the leadership team that facilitated the company's successful put-of-court operational
and Tinancial restructuring during a high-profile crisis period, Previowshy, Mr. Sansone served as
Senior Vice President of Integrated Health Services, Inc., President and Co-CEOQ of Rotech
Healtheare, Inc., and Chief Financial Officer of Telegroup, Inc. A copy of Mr, Sansone’s
curriculum vitae is attached hereto as Exhibit D, and is incorporaled herein by reference,

4. Mr. Rundell is also a managing director of AZM and has worked as a tumaround
consultant and financinl advisor for over 12 years, Like Mr. Sansong, Mr. Rundell has » great
breadth ol financial restructiring experience as a result of having secrved in both senior
managemenl positions and us o restrueturing advisor o large companies.  Specifically, Mr,
Rundell has ndvised and/or served as a senior executive for, among others. St Vincent's Catholic
Medical Centers, Sunwest Manogement Inc., and Naticnal Benevolemt Association. A copy of
Mr. Rundell’s curriculum vitse is attoched hereto as Exhibit E, and is incorporated herein by
reforence.

15, A&M has become thoroughly familiar with the Debtors” operations. Through the
services that A&M has provided to the Debtors to date, A&M is highly gualified to serve the

Diehitors in these cuges.
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Services fo be Provided

16,  Under the Engagement Letter, A&M staft have assumed, or will nssume, cerlain
positions within the Deblors® businesses. Specificallv, Mr. Sansone will serve as the Chiel
Restructuring Officer of the Debtors, and will report 1o the Board of Diirectors and direct the
Debiors’ morganization with an- ohjective of completing 8 restructuring of the Debiors,  Mr,
Sansone is responsible for sssisting the Debtors” senior management team in their post petition
restructuring efTorts, including negotinting with partics in interest and coordinating the “working
group” of professionals who are or will be assisting the Debtors in the restructunng process or
who are working [or the Debtors” stakeholders.

17, As members of the Debtors” senior management, Mr. Sansone, with the assistance
of Mr. Rundell and additional A&M personnel, as mutually agrecd upon by the Debtors and
A&LM (eollectively, the "Additional Personnel™, will provide the senior management services
that A&M and the Debtors deem approprinte and feasible 1n order 10 assist the Deblors duning
the Chapter |1 Cases. The Debtors believe that Mr. Sansone, Mr Rundell, and the Additional
Persannel will not duplicate the services that are being provided to the Debtors in these cases by
any other professionals.

18, The duties of Mr. Sansone, Mr Rundell, and the Additional Personnel will
include, but nre not limited to the followng:

(A Develop for the Board's review possible restructuring plans or strategic
alternatives for maximizing the enterprise value of the Deblors” various

under developmen! and open retirement communities and develop o
sustainable capital structure for the Debtors;

{B)  Serve as the principal contact with the Debtors” ereditors and consuliants
with respect to the Debtors” financial and operational matters;

(C)  Maonage the Company’s lquidity, cash fows, modeling, budgets and
financinl planning;

EATAdsuaia) | 6
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(M  Owersee bankmpicy administrative activities including statement and
schodulés and monthly operating nepors;

(E}  Perform such other services as requested or directed by the Board and
CED and agreed to by such officer,

T & ol Covimi thon

19. e Debtors have agreed to compensate A&M $65.000 per every 20 hours of
services thal Mr. Sansone provides as the CRO. The Deblors and A&M agree further that the
Debtors will compensate A&M monthly for the hourly services rendered by Mr. Rundell, o= the
Executive Vice President of Restructuring, and the Additional Personnel, io the exient necessary
1o pssist Mr. Sansone in his role as CRO. As of the date hereol, the Debiors pgree 10 compensate
A&M for the services of Mr. Rundell, as the Exgcutive Vice President of Restructuring, and the
Additional Personnel at the following hourly rates:

Executive Vice President of 26040
Restructuring

Mannging Direotors: SOM-5T00
Senior Directors £475-8550
Direciors L400-5500
Associates £325-%400
Analysis S200-5275

Such rates are subject (o adjustment annually.

20, In addition, the Debiors will pay ALM on a monthly basis for A&M's reasonnble,
out-of-pocket expenses (including travel, telephone and facsimile, courter and copy expeises)
incurred in connection with the engagement.

21, Aside from the hourly compensation, A&M will be entitled to incentive
compensation in the amount of (a) $350,000 with respect o each Landowner (the “[ncentive
Fee™) upon (i) the earlier of (X) the consummation of any out-0f-coun Restructuring '['ransaction

{as defined in the Engagement Letter) or pre-arranged Chapier |1 Restructuring Transaction or

EamrLasisg) § F |
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() the efMective dite of a confirmed plan of reorganization under Chapter || of the Bankruptoy
Code, which constitutes a Restructuring Transaction and (b) thie close of any Sale Transaction (os
defined below) and (2) with respect 1o eoch Land Owner, upon the completion of each
Amendment Transactlon (as defined in the Engagement Letter), $100,000 for esch such
Amendment Transaction (“Amendment Transaction Fee"), provided (x) if multiple Amendment
Imansactions are consummated comemporaneously with multiple lenders (and no individual
Amendmaent Transaction involves the extension of mamwrities), then the maximum aggregate fee
for such contemporaneous Amendment Transactions shall be S500,000 (e, 50 x the
Amendment Transsction Fee); and (b) if multiple Amendment Transactions are consummated
contempomaneously with multiple lenders (and any one: or more of those Amendment
Transactions involve Lhe extension of maturities), then the maximum pggregate fee lor such
contempornneous Amendment Transactions shall be $1000.000 {ie, 100 x the Amendment
Transaction Fee). Mot withstanding the foregoing, in no event shall the aggregate incentive fees
carned here under exceed $2.500,004),

22, Because A&EM 15 not being employed as a professional under Bankrupicy Code
section 327, it will not be submitting monthly fee applications pursuant to Bankruptey Code
sectione 330 and 331, However, A&M will submil quarterty reports of compensation pad.
Parties in interest shall have the right 1o object 1o fees patd within twenty days of when such
quarterly reports of compensation sre filed with this Court.  A&M’s compensation and
reimbursement of expenses shall be puid by the Debtors as specified above and in the
Engagement Letler,

Prior Pavments (o A&M

25 In connection with A&M’s relention as redtructuring consultants in the period

leading up to the Petition Date under the Engagement Leiter, the Debtors paid o retainer of

EASTHI5900] | 8
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$350,000 to A&M. In addition, the Debtors paid approximately $4,063,556.15 to A&M in the
period priot 1o the Petition Date for monthiy prepetition fees and expenses excluding the retainer.
As of the Petition Date, ALM continued to hold the $350,000 retalner, nnd intends to apply that
retainer agains! the final fees and expenses specific to the engagement as finally allowed by this
Court.

Indempification & Insurince

24, Under the terms of the Engagement Letter, the Debtors have agreed 10 indemnily
the CRO and Executive Vice President of Restructuring in the same fashion provided to the
Debtors” other officers and directors and certain related parties pursuant to the Indemnification
Agreement attached to and incorporated by reference in the Engagement Lerer. The Debtors
have agreed further that the CRO and Executive Vice President of Restructuring will be covered
as officers under the Company’s existing director and officer liability insurance policies.

25, Even though A&M is not being retained as o professional under Bankruptey Code
section 327(a), A&M performed a conflicts check in connection with its Initial engagement
under the Engagement Letter, A&M has informed the Debtors that, except as may be set forth in
the Rundell Application Decluration asttached hereto, A&M does not represent any interest
materlally adverse to the Debtors, their creditors, the United States Trustee for the Northern
District of Texas, any person employved by the Unitéd Stales Trustee for the Northern District of
Texns, of any other party in inlerest,

26, I any new malerial facts or relationships are discovered or arse, A&M will
provide the Court with & supplemental declaration. A&M has agreed not 1w share with any
persan of firm the compensation 1o be pald for professional services rendered in connection with

these Chapter 11 Cases.

LASTAIS000 ] | Qg
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Dispute Resolution Frocedures
2T, The Debtors and A&M hove agreed, subject to the Court's approval of this

Application, that notwithstanding the Engapement Letter; (o} any controversy or claim with
respect o, in connection with, arising oul of, or m any way related 1o this Application or the
serviges provided by A&M o the Debtors as outlined in this Application, meluding any maner
involving & successor [n interest or agent of any of the Debiors or of A&M, shall be brought in
this Court or the United States District Cowrl for the Northern District of Texas (the “District
Court™} (if the reference is withdrawn); (b) A&M and the Debtors and any and all successors and
assigns thereol, consent to the jurisdiction and venue of such court as the sole snd exclusive
forum {unless such courts do not have or retain jurisdiction over such claims or controversies)
for the résolution of such claims, causes of netions, o lawsudiis: (o) A&M and the Deblors, and
any and all successors and assigns thereof, walve trial by jury, such waiver being informed and
freely made; (d) if this Court. or the District Court (if the reference is withdrawn), does not have
or retain Jurisdiction over the loregoing claims and controversies, A&M and the Debtors, and
amy and all successors and assigns thereal, will submit first to non-binding medintion; and, 1T
mediation is not successful. then o binding arbitration, in secordance with the dispute resolution
procedures {as set forth in Exhibit “F" attached hereto); and () judgment on any arhitration
award may be entered in any court having proper jurisdiction. By this Application, the Debtors
seek approval of this agreement by the Court.  Further, A&M has agreed not 1o riise of asser
any defense based upon junisdiction, venue, abstention or otherwise o the jurisdiction and venue
of this Court or the District Court (if the reference is withdrown) to hear or determine any
controversy or claims with respedt 1o, in connection with, arising out of, or in any way related 1o

this Application or the services provided hereunder.
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Basis for Relief
28.  The Debiors seek to employ and remin A&M and appoint Mr. Sansone ns CRO

and Mr. Rundell as Exccutive Vice President of Restructuring pursuant to section 363 of the
Bankruptey Code. Bankruptcy Code section 363(b) provides, in relevani part, that a debtor in
possession “after notice and a hearing, may use. sell or lease. other than in the ordinary course of
business, property of the estate.” 11 LLS.C. § 363, In reviewing a debtor’s decision to use estate
property. pursuant 1o Bankruptey Code section 363, courts have routinely held that transactions
shiould be approved when they are supported by the sound business judgment of management.
See, e.g., Comm. of Equity Security Holders v. Lionel Corp. {In re Licne] Corp.), 722 F2d 1063

(2d. Cir. 1983) (outlining reguirements for the sale of assels under section 363(b)).

29. Bankruptcy courls in this and other districts have analyzed the propricty of a
debtor-in-possession’s employment of 8 corporate officer under section 363 of the Bankruptey
Code on numerous pooasions and have determined that it is an appropriate exercise of bosiness
judgment 1o employ o corporate officer in such manner. Sge, ¢.g,. Inre Pilgrims” Pride Corp..
Case No. 08-45664 (DML) (Bankr, N.ID. Tex. Dec. 30, 2008); In re Calpine Corp., Case Na. 015-

60200 (BRL) (Bankr. S.DN.Y. Jan. 17, 2007): 1n re Miramt Corp., Case No. 0346590 (DML)

(Bankr. N.D. Tex. Sept. 29, 2003); In re Fleming Cos., Inc.. Case No, 03-10945 (MFW) (Bankr.

3, Del. June 25, 2003); In e LIM2 Co-lnv., L.P., Case No. 02-38335 (SAF) (Bankr, N.D. Tex.

Dec. 13, 2002); In re Kmart Corp. No. 02-02474 (SPS) (Bankr. N.Du 1L May 22, 2002); In re

Exide Techs, lnc., Case No. 02-11123 (JCA) (Bankr. D, Del, May 10, 2002),

M. Here. the decision 0 employ A&M and retain Mr, Sensone as CRO and Mr,
Rundell as Executive Vice President of Restructuring should be authorized because it s based on
the sound exercise of the business judgment of the Debtors” senior mansgement.  Flrsy, Mr.

Sansone ond Mr. Rundell are well qualified to serve in their respective positions.  They both

EAnTLE s | I
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have extensive experience either in senior management roles or as restructuring advisors for
severa| large companics, and are seasoned turnaround and restructuring experts in the healthcare
Industry (including specialized senior housing experience).  In addition, A&M has extensive
experience n providing restructuring consulting services in reorganization proceedings and has
an ex¢ellent reputation for the services it has rendered in chapler 11 cases on behall of debtors
and creditors throughoul the United States, The assistance of these experts cannil be questioned.

31, Second, Mr. Sansone, Mr. Rundell and the A&M team, working in conjunction
with the Debtors® senlor management, have already proven to be of invaluable assistance In the
Debtors' effons in the development of long term-term projections, assisting in short-term cush
mansgement aelivities, reduction of millions ol dollars of costs, and coordinuting the Deblirs”
efforts to prepare for a possible chapter 11 filing. The Debtors helieve that A&M, in conjunction
with Mr. Sansone in his copacity as CRO, and Mr, Rundell in his capacity as an Executive Viee
President of Restructuring. will be able to continue to provide services that benefit the Deblors’
estates and creditors.  Moreover, the preexisting relationship that A&M. Mr. Sansope, and Mr,
Rundell have with the Debtors ensures that the appointment of o CRO and Exccutive Vice
President of Restructuring at this juncture will not disrupt the administration of the Chapter |1
Cases.

32, Third, throogh negotiations, the Debtors have been able 1o secure the services of
Ad&M, Mr, Sansone, and Mr. Rundell during the Chapter 11 Cases on economic terms thet are
falr and reasonable and bencficial to the estates. Moreover, the compensation ammangement
provided for in the Engagement Letter i consistent with and typical of arrangements entered into
by A&M and other restructuring eonsulting firms with respect to repdering similar services for

clients such ng the Debtors.

EagTasiosy| | 12
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33, In view of the foregoing, the Debiors believe that the retention of A&M. Mr,
sansone, and Mr. Rundell is # sound exercise of the Deblors’ business judgment and is in the
best interests of all parties In interest In the Chapier |1 Cases, The Debitors believe that A&M is
well qualified and able to represent the Debtors in o cost effective, efficient, and timely manner.
A&M has indicated o willingness to act on behall of the Debtors and to subject itsell to the
lurisdiction and supervision of the Court. For the reasons set forth above, the Debtors
respectfully request that the Count asthorize the retention and employment of A&M, Mr.
Sansone and Mr. Rundell pursusnt o section 363 of the Bankruptey Code.

Notice
34 Matice of this Application has been provided to () the Office of the United States

T'rusiee; (b) the Debtors” thirty largest unsecured creditors on a consolidated basis: and (c) the
Debtors’ prepetition secured lenders. The Debtors submil that, in |ight ol the nature of the reliel

reqquesied, no other or further notice is necessary or required,

EANTAI58009 ) | 13
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WHEREFORE, based upon the foregoing, the Debtors respectfully request that the Court
enter an order substantially in the form annexed hereto (a) granting the reliel requested herein

and (b} granting such other refief as may be deemed just and proper,

Dated: Dotober 20, D005
[Dallas, Texas
DLA PIPER LLP {US)

Byv: /s Vincent P Slusher
Vincent P. Slusher

Stale Bar Mo, (O7TES480
vincent.slusherf@dlapiper.com
DLA Piper LLP{US)

1717 Main Street, Suite 4600
Rallas, Texas 752010
Telephone: (214) 743.4572
Facstmile: {972) §13-6267

Thomas B, Califano

Mew York State Bar No. 2286144
thomas califinogidlapiper com
Jeremy R, Johnson

MNiew York State Bar o, 4307617
jeremy_johnsonedlapiper.com
DLA Piper LLP (LIS)

1251 Asenue of the Americas
New York, New York 10020-1104
Tel: (212) 835-6000

Fax: {(212) 8356001

Proposed Antermeys for the Debtors
ind Deblors in Possession

FASTI2 UMY | i<
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IN THE UNITED STATES BANKRUFTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

In re: CASE RO, 09-370110

ERICKSON RETIREMENT CHAFTER 11
COMMUNITIES, LLC,  af.'
Joint Administration Pending
Debtors,

TP S s RO LA

ORDER PURSUANT TO BANKRUPTCY CODE SECTIONS 105(a) AND 363(h) FOR
AUTHORIZATION TO {A) EMPLOY AND RETAIN ALVAREZ & MARSAL
HEALTHCARE INDUSTRY, LLC TO PROVIDE THE DEBTORS A CHIEF
RESTRUCTURING OFFICER, AN EXECUTIVE VICE PRESIDENT OF
RESTRUCTURING, AND ADDITIONAL PERSONNEL AS CRISIS MANAGERS, AND
(B) TO DESIGNATE GUY SANSONE AS THE CHIEF RESTRUCTURING GFFICER
AND PAUL RUNDELL AS EXECUTIVE VICE PRESIDENT OF RESTRUCTURING

FOR THE DEBTORS NUNC PRO TUNC TO THE COMMENCEMENT DATE
Upen the application, dated October 20, 2009 the "Application")." of the above-

captioned debtors and debtors in possession (the “[Jebtors"), for authority pursuant to 105{a) and

' The Debiors in these chapler 11 cases are Erickson Retirement Communities, LLC, Ashbum Campus,
LLC, Columbus Campus, LLC, Concord Campus GP, LLC, Concord Campus, LP, Dallas Campus GP,
LLE, Dullas Campus, LP, Edckson Construction, LLC, Erckson Group, LLC, Houston Campus. LF,
Kansas Campus, LLC, Littleton Campis, LLC, Novi Campus, LLC, Senior Campus Services, LLL,
Warminster Cumpus CF, LLE, Warminster Campus, LP,

* Unless otherwise noted, copitalized ferms used but not defined herein shall have the meanings provided
in the Applicotion,
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363(b), (1) to employ and retain Alvarez & Marsal Healthcare Industry, LLOC (“A&ZM") 10
provide the Debtors a chief restructuring officer, an executive vice president of restructuring, and
additional personnel as Crisis Managers, and (ii) 1o appoint Guy Sansone ns Chief Restructuring
Officer and Paul Rundell as Executive Vice President of Restructuring, all nung pro tunc to the
Petition Date, and all a5 more Tully set forth in the Application; and the Court having jurisdiction
over this matter pursuant 0 28 LL.S.C, §§ 157 and 1334; and consideration  of the Application
and the reliel requested therein being a core proceeding pursuant 1o 28 US.C. §157ib); and
venue being proper before this Court pursuant to 28 US.C. §§ 1408 and 1409, and due and
proper natice of the Application having been provided 1o the necessury parties, and it appearing
that ne other or further notice need be provided; ond a hearing having been held 1o consider the
relief requested in the Application (the “Hearing"); and the appearnnces of all interested parties
having been noted in the record of the Hearing; and upon the record of the Hearing, and all of the
proceedings had before the Court; and the Court having determined that the reliel sought in the
Application Is in the best inerests of the Debtors, their ereditors, and all parties in interest; and
the Court having determined that the kegal and factual bases set forth in the Application establish
Just cause for the reiiel granted herein; and apon all of the proceedings had before the Court and
after due deliberation and sufTicient cause appearing therefore, it |s hereby

ORDERED that the Application is GRANTED; and it is further

ORDERED that in accordance with Bankrupley Code section 363(h), the Deblors arc
authorized 1o employ and retain A&M, nune pro tune to the Petition Date, pursuant 1o the terms

and conditions of the Engagement Letier; and it is further

3
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ORDERED that the Debtors are suthorized 1o designate Guy Sansong as the CRO and
Paul Rundell as the Exceutive Viee Presidemt of Restructuring, nunc pro tunc io the Petition
Drate; and it Is further

ORDERED that the terms of the Engagement Letter, ncluding without limitstion, the fee
provisions and the indemnification provisions, are reasonable terms and conditions of
employment and are approved,; and it 15 further

ORDERED that, notwithstanding anything to the contrary in the Bankruptey Code, the
Bankrupley Rules, the Local Rules, orders of this Court, or the United States Trustee Guidelines
or any other guidelines regarding submission und approval of fee applications, in light of the
services 10 be provided by A&M and the structure of A&M's compensation pursuant to the
Engagement Letter, A&M ond it professionals shall be excused from any requirement (o
maintain time records, as set forth in the Bankruptcy Code, the Bankruptey Rules, the Local
Rules, or such other orders or guidelines, in connection with the services to be rendered pursuan)
to the Engagement Letier or (o submit fee applications pursuant to Sections 330 or 131 of the
Bankruptey Code; provided, however, that A&M shall file quanerly reports of compensation
earned, and parties-in-interest in these Chapter 11 cases shall the nght 1o object 1o fees piad
expenses reimburse 10 A&M within 20 days afier A&M files such reports

ORDERED that the Debtors sre authorized to pay A&M in such amounts and at such
times a5 Is provided In the Engagement Letter without further order of this Court; and it is further

ORDERELD that this Coun hereby retains jurisdiction to hear and determine all matters

arising from or related o the implementation, imerpremtion and/or enforcement of this Order

88 End of Orderiti

At TAdau | | 3
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Exhibit B

Rundell Application Declaration
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Vincent . Slunher

State Bar No. 00785480
vincent.slushergdlapiper.com
DLA Prper LLP (US)

1717 Main Street, Suite 4600
Drtllnk, Texas 75201
Telephone: (214) 7434572
Facsimile; (972) 813-4267

Thormas B, Califano
thomas.califanodd inpiper.com
Jeremyy K. lohrson

jeremy Johnsoniidiapiper.com
DLA Piper LLP{LS)

1251 Avenue of the Amenicas
Mew York, New York 00201104
Tel: {212} B3 5-6000

Fax: (212} B35-80K11

PROPOSED ATTORNEY S FOR THE DEBTORS
AND DEBTORS N POSSESSION

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
In re: g CASE NO. 09-37010
g
ERICKSON RETIREMENT 3 CHAPTER 11
COMMUNITIES, LLC, ef ol § Joint Administration Pending
§

Debiors.

DECLARATION OF PAUL RUNDELL IN
SUPPORT OF APPLICATION PURSUANT TO BANKRUPTCY CODE SECTIONS
105(a) AND 263(b) FOR AUTHORIZATION TO (A) EMPLOY AND RETAIN
ALVAREZ & MARSAL HEALTHCARE INDUSTRY, LLC TO PROVIDE THE
DEBTORS A CHIEF RESTRUCTURING OFFICER, AN EXECUTIVE VICE
PRESIDENT OF RESTRUCTURING, AND ADDITIONAL PERSONNEL, AND (B) TO
DESIGNATE GUY SANSONE AS THE CHIEF RESTRUCTURING OFFICER AND

V' The Debiors in these Chapler 11 cases e Brickson Retirement Comnuniiies. LLT, Ashbum Cimmpus, LLC,
Columbis Compis, 1LC, Concord Campus GF, LLC, Concord Campus, LP, Dallas Campus GP. LLE, Dallas
Camgiian, LIY, Erickson Consruction, LLC, Erickson Group, LLC, Houstorr Campus, LP, kansas Campus, LLC,
Littleton Campug, L1LC, wovi Cnmpies, LLC, Senfor Campus Services, LLC, Warmingier Campus GF, LLLC,
Wirminster Compus, LP
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PAUL RUNDELL AS THE EXECUTIVE VICE PRESIDENT OF RESTRUCTURING
FOR THE DEBTORS NUNC PRO TUNC TO THE COMMENCEMENT DATE

I, Paul Rundell, state the following under penalty of perjury:

l. | am a Managing Direclor with Alvarez & Marsal Healtheare Industry, LLC
A&M™, a financial advisory services firm with numeroos offices throughout the country, |
submit this declaration on behalf of A&M (the "Declaration”) in suppart of the application (the
*Application™), for authority pursuant to 105{a) and 363(b): (i) to employ and retain Alvarez &
Marsal Healthcare Industry, LLC {ogether with iis affiliates. each of which is wholly-owned by
Alvarce & Marsal Healtheare Industry, LLC's parent company and employees, “A&M")
provide the Debtors a chief restructuring officer, an executive vice president of restructuring, amd
additional personnel as Crisis Managers, and (ii) to Appoint Guy Sansone as Chiel Restructuring
(Mficer and Paul Rundell as Executive Vice President of Restructuring, all nuag pro tunc 1o the
Petition Date. Except as otherwise noted,’ | have personal knowledge of the matters set forth

herein,

! ilicatinns
2, A&M is a turnaround management consulting firm (ounded in 1983 to provide
specialized debtor management and advisory services 10 troubled companies.  A&M has since
grown to become a global provider of management and advisory services 1o companics in grisis

or those in need of performance improvement in specific finuncial and operntional areas.

" Capitatized ferms nol otherwise defined herein shall have the meanings ascribed to such terms in the
Application

Y Ceralbn of the disclosures herein relade to matters within the personal knowledge of other professionals
i AkM nnd nre based on infonmation provided by them.

=
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AEM's core services include Turnsround Management Consulting, Imerim and Crisis
Management, Creditor Advisoery, and Performance Improvement. A&M hay provided inlerim
management services in o number of large and mid-size bankruptey restructurings including In re

Lehman Brothers Holdings Inc.. Case No. 08-13555 (S.DN.Y. Sept. 15, 2008) and Ip_re Saint
Vincents Catholic Medical Centers of New York, Case No. (05-14945(5. DY, July 5, 2005).

i. I am a managing director of A&M. | hove worked as o tumaround consultant and
financial advisor for over 12 years. | have substantial knowledge and experience serving in
cither seénior management positions or as a resfructuring advisor in large companies and in
assisting troubled companies with stabilizing their financial condition, analyzing their operations
and developing an appropriate business plan 1o accomplish the necessary restructuring of their
operations and finances, Specifically, | have advised andior served as o senfor execulive for,
among athers, SL Vincent's Catholic Medical Centers, National Benevolent Association and
Sunwest Management Inc.  Further, | have served in senior management posilions and 85 a
restructuring advisor for o number of companies in 4 vadety of industries, specializing in Lhe
Healthcare industry. A copy of my curriculum vitae is attached to the Motion as Exhibit D, and
is Incorportted herein by reference.

4 Ad&M has been Involved in the Deblors” Chapter |1 Cases since April 2, 2009,
when the Debtors initially selected A&M as o restructuring consultam to assist the Debtors in
their restructuring process, including sddressing certain financlal and operational ditficulties in
the perind prior to the Petition Date that had resulied in the oceurrence of defauls under certain
of the Debtors’ credit and other arrangements.  A&M was selected by the Debtors afier o

thorough interview process and, on April 2, 2009, the Debtors and A&M entered o an

engagement letter (the “Engsgement Letter™),

P | K|
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- Beginning in April and continuing through the Petition Date, severnl professionaly
of A&M, including myself, have devoted substantial amounts of time and effort working with
members of the Deblors” senior management 1o, among other things, assist in the developiment af
long-term projections, assist in shori-term cash management activities, remove millions of
dollars ol costs assist In shori-lerm cash management activities and codrdinaie the Deblors’
efforts to prepare for a chapter 11 Aling,

B, AdeM has become thoroughly familiar with the Debtors” operations. Through the
services that A&M has provided to the Debiors 1o date, A&M is highly qualified to serve the
[Bebtors in these Chapter 11 Coses.

Terms of Compensation

% Guy Sansone, acting as Chiel’ Restructuring Olficer, will be paid on a fixed-fee
hasis as mare fully discussed In the application.  All other A&M employees will scek payment
for compensation on an hoorly basis, plus reimbursement of actunl and necessary expenses
incurred by A&M. A&M's customary hourly rates as charged in bankruptcy and non-
bankruptcy matters of this tvpe by the professionals assigned 1o this engagement are outlined in
the Application. These hourly rates are adjusted annually, In addion, A&M will seek
compensation for the schievemenl of cenain “milestones™ as discussed in detail in the
Application.

g According to A&M’s books and records, during the ninety day period prior o the
Petition Date, AdM received approximately $4,063,556.15 from the Debtors for professional
services performed and expenses incurred.  Further, A&M's current estimate is that it has
received unapplied advance payments from the Debtors in excess of prepetition billings in the

amount of $330,000, The Debtors und A&M have agreed that any porticn of the advance

AN TR | I |
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payments not used to compensate A&M for its prepetition services and expenses will be held and
applled against {5 final postpetition billing and will not be placed in & scparnte account.

9. To the best of my knowledge, (8) no commitments have been made or recelved by
A&M with respect to compensation or payment in conncction with these cases other than in
accordance with applicable provisions of the Bankruptey Code and the Bankruptcy Rules, snd
by A&M has no agreement with any other entity 1o share with such enfity any compensation
received by A&M in connection with these chapter |1 cases.

10,  Becanse AZM is not being employed as a professional under section 327 of the
Bankruptey Code, it will not be submitting quarterly fee applications pursuant to sections 130
and 33| of the Bankniptey Code. However, A&M will submit quarterly reports of compensation
paid, Parties in interest shall have the right to object to fees paid when quarterly repons of
compensation are filed with this Court. In addition, A&M will seck compensation and
reimbursement of expenses, os specified above and in the Engagement Letter, with the payment
of such fees and expenses to be approved in accordange with the Bankruptey Code, the Federal

Rules of Bankrupley Procedure, the Local Bankrupicy Rules, and any orders of this Court.

Dvisint

1. Even though A&M is not being retained as o professional under section 327(a) of
the Bankruptcy Code, in connection with the preparation of this Declaration, A&M conducted an
analysis (0 determine whether it holds or represents any interests adverse to the Debtora. Such
analysis consisted of a review of its contacts with the Debtors, their non-debtor affilistes, and
ceriain entities holding large claims against or interests m the Debiors that were made reasonably
kKnown to A&LM by the Debtors. A listing of the parties reviewed is reflected in Schedule A 10
this Declaration. A&M's review included providing a lisl of such parties to all A&M employees

worldwide and conducting a query of such parties in a database containing names of individuals

L
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and entities that are represenied by A&M. A summary of such relationships that A&M identified
during this process |5 also s¢t forth in Schedule B.

12,  Based on the results of its roview, to the best of my knowledge, excepl as
otherwise discussed herein A&M does not have a relationship with any of the parties hsted in
Schedule A In multers relaled to these proceedings. A&M has provided and could reasonably be
expected (0 continue to provide services unrelated to the Debtors” cases for the various entities
shown on Schedule B, ALM's assistance 1o these parties has been related 10 providing various
financial restructuring, litigation support, busineéss consulting and / or tax services. To the best
of my knowledge, A&M's involvement in these cases does not compromise its ability o
continue such consulting services

I3, Further, a5 part of ils diverse practice, A&M appears in numerous cases and
proceedings, and participates in tronsactions that invelve many different professionals, including
pitormevs. sccountants, and fnancial consultants. who répresent claimants and parties-in-intenesst
in the Deblors’ Chapier 11 Cases. These professionals have represented clients in matters where
A&M was also an advisor (or provided crisis management) to the same client. In cerain cases,
these professionals may have engaged A&M on behall of such client. Specifically, Alsion &
Bird, DLA Piper LLPF', FT1 Consulting, Houlihan Lokey, Jackson Lewis, Mintz Levin,
Pricewnterhouse Coopers LLP, Sills Cummis & Gross PC, Squire Sanders & Dempsey LLEP,
Whiteford Tavlor And Preston, Winston & Strawn,

14, Additionally, A&M has performed in the past, and may perform in the fulure,
sdvisory consulling services for various attorneys and law firms, and has been represented by

several attorneys and law {irms, soame of whom mayv be invalved in these proceedings, Based on

* These professionals represent A&M andior an sffiliate on wholly unrelated metiers.

TasLsa) | f
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our current knowledge of the professionals involved, and to the best of my knowledge, none of
these relationships create interests materially adverse to the Debtors in matiers upon which A&M
is 10 be emploved, and none are in connection with these Chapter 11 Cases.

13, Imthe course of preparing this Declaration, it has come te A&M's attention that:

&) Managing Director of A&M serves on the Board of Directors of Maxim

Mealtheare (“Maxim™ and A&M also providés certnin advisory services to Maxim.

Maxim's affilinte is a potential bidder for the Debtors" assets. To the best of my

knowledge, Maxim fand specifically A&Ms and the aforementioned Board member’s

role with respect to Maxim) has no connection 1o the Debtors other than that an affilisted
entity under common control may seek to purchase some of the Debtors” assets.

16,  A&M does not believe it is a "creditor” of any of the Diebtors within the mesning
of section 108{10) of the Bunkruptcy Code. Further, neither | nor any member of the A&M
engagement team scrving the Deblors, to the best of my knowledge, 15 a holder of any of
Debtors” outstanding debt instruments or shares of the Debtors® stock.

17 A&M hos not reviewed the relationship that the mémbers of the A&M
engagement team may have against b comprehensive list ol employees within the 115, Trustee's
office in this District, but will do so upon being provided with 4 list of such persons by the office
of the LS. Trustee.

18 Therefore, 1o the best of my knowledge and based upon the results of the
relationship seurch described above and except as otherwise disclosed berzin, A&M neither

holds nor represents sn interest adverse to the Debtors.

EANTAIwRI | 7
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19. If any new materinl relevant facts or relationships are discovered or arise, A&M
will promptly file o supplemental declaration pursuant to Rule 2004(a) of Federal Rules of

Bankruptcy Procedure (the “Bankruptey Rules™),

Ociober 20, 2009

Byv: /s Paul Rundeli

Paul Rundell

Managing Dnrector

Alvarer & Marsal Healtheare Indostry
Group, LLC

EssTdTees) | -]



Case 09-37010-sgj11 Doc 1499-1 Filed 06/14/10 Entered 06/14/10 23:01:48 Desc

Exhibit A - P Page 28 of
Case 09-37010-5g/11 Docagr " Fien 1020087982500 78120100 22.17:03  Desc

Exhibit C-1 Page1ef7

Eoxhiibat €

Engogement Leiter



Case 09-37010-sgj11 Doc 1499-2 Filed 06/14/10 Entered 06/14/10 23:01:48 Desc

04701 e USEBTOT0-g0i1 22 D65 S0 Fildef Huzaoubd SR raT 10/20/08 22:17:03 vese ool
ExhibitC-1 Page2of 7

A 800 Lamigpon A, B Flix, M i, WY 10072

Ap &M Tﬁ-mﬁw&mmmﬁm

April 2, 2000

Jishn Enickson

Exesutive Chairmsnn

Erickson Retirement Communiides, 1.1.¢*
101 Maiden Choice Lane

Biftimdire, Muarviand 21238

Dear Mr. Edikson:

Thig lester confirms and sers forth the terms and conditions of the engapément betweed:
Advarer & Marsa! Healtheare Industry Growp, LLC (*A&M™ and Erickson Betirement
Communities, LLC (the “Comtpany™), including the scope of the services to be performed
and the basis of compensation for those services. Upon execution of this letter by cach of
ihe parties below and receipt of the retalner described below, this letter will constitute an
agreement betwenn the Company snd AsM.

| Desenplign of Services

it ificers. In comnection with this engrgement, A&M shall make
available 1o the Company:

(1) Loy Sansone 0 ge2rve 05 the Chief Restructuring Officer
(the “CRO™) oo a part-time basis, commiming
approximately 20 hours per week; and

(i) upon the mutnsl sgreement of ASM and the Board of
Directors of the Company (the “Board™, such additional
persontel a8 are pocessary 1o Gssist in the performance of
the duties set forth in clouse Lb below (the "Additonal
Personme] ™), such  Additional Pesompel  shell  be
designated by the Company as executive officers,

(! The CRO, together with any Additional Personnel, in
oooperition with the Chisef Executive Officer of the
Company (the “CEO™), shall perform a finnmcial review of

’ Abwrm A Warssl
b L= SR - T R R A T R Hanihears Indmiry D, (LD
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the Compuny and the Camposes, including but not limiced
t3 & review and nssessment of financial informmation thal has
teen. and that will be, provided by the Company and
Compiases to their craditom, including withoat Timitstion s
thor and long-term progected cash Maws:

() The CRO will overses Additional Personnel assisting in the
wlentification of cost reduction and operstions improvemen
opportunities  as  well us  other liguidity savings
oppoTiunitics;

(ili) The CRO mnd any Additional Persopne! shall aisis the
CEOQ in developing for the Board's review possible
restructunog pland or sralegic altermutives for maximizing
the emterprise vilue of the Company's varions under
development and open metiremen!  commumies (the
"Campus™) and developing a sustainsble capital stucture
for the Company and such Campeses and esch direct owner
af such Campus {each, a “Landowner™:

(v} The CRO shall serve as the principal conwe with the
Company's snd Campuses’ (oo behalf of the Company)
creditors and consultants with mespect (o the Company's
aod Campases’ (on behalf of the Company) fmancial andd
opersional matters,

ivi  The CRO and Additional Personnel, under advisement of
the Board, shull manape the Company's Liguidity, cash
flows, madeling, budgets and financial plonming;

(vi}  The CRO sud any Additonal Personsel shall perform such
other services & reqguested or directed by the Bowmd and
CEO and agreed 1o by such officer.

c Reporting. The CRO and any Additional Personnel shall repat 1o
the Compuny’s office of executive Chutrman and the Board.

d Empliyinent by A&M. The CRO and sny Additional Personnel
will continpe o0 be employed by A&M aod while rendering
serviges to the Company will costinue to work with othes
personnel ar {and clisnts of) A&M kb coopection with other
unmelated mafers, which will not unduly interfere with servioes

pursuant to Wi cogipenent.  With respect to the Company,
however, the CRO and any Additionsl Personne! shall operate
under the dirsction of the Board and A&M shall have no lishilite
to the Company for any acts or omissions of soch officers.

-
—



Case 09-37010-sgj11 Doc 1499-2 Filed 06/14/10 Entered 06/14/10 23:01:48 Desc

ibit A - e 3 of 25 -
04 m-mmmw-sg;mmnﬁ%ﬂt Aﬁrapx?ﬁn%aﬁﬁﬁgu ﬁllﬂmd 10420009 22:17:03 dese o010
Exhibit C-1 Pagedaol 7

e Projecticns; ; Limi Yoo undorstand that
the services to be rendered by the CRO and any Additional
Personnel may include the preparation of projecticns and ocher
forward-looking smtements, and that nitmerous factors can affoct
e aciual resuls of the Company's or any Campus’ operations,
witich may matesially and sdversely differ from those projections
and other forward-looking smiements. In addition, the CRO and
any Addmional Personniel will be relying on information provided
by other members of the Company's management in the
preparation of those projections and other farward-looking
Watements, Nelther the CRO, any Additonal Perionnel nor AdM
makes any represeniation or pusrantee thal an BEPIOpTLELE
resbucluring proposal or strategic ahernative can be forrmlated for
the Company or sny Campus; that any restructuring proposid or
strutegic altemative presented to the Board will be more sucoessiiil
then all other possible restrocturing proposals of stratepiv
aliernatives, that restructuring is the best course of action for the
Company or any Campus or, if formolated, that nay proposed
restructuring plan or strmegic alternative will be socepted by any
of the Company’s. or any Campus’ creditors. shareholders and
other cocstitoents. Further, nefther the CRO, and any Additional
Persomnal nor AdM azsumes responsibility for the selection of sny
restructuring proposal or sirstegic alternative that any soch officer
asmsts in formolating end presenting to the Board, and the CRO
and  any  Additional Personinel  shall  be respopaible  for
impiementation only of the proposs] or alternative mpproved [y che
Board acd only (o the extent and in the manner authorized and
directed by the Board,

f. Additional Respogibilities Upon the mutual agreement of the
Compeny and A&M, A&M may provide such sdditional
personnel as the Company may request (¢ assist in performing
the services described above and such other servioes 45 may be
agreed 1o, on such wrs wd conditions asd for such
compensation a8 the Company and A&M shall agree.

g In counection with the services o be provided bereunder, from
Tiree 10 thire A M misy utilize the serviees of employess of its
affiliates: Such affilines are wholly owned by A&M's parent

company okl employees.

=
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2 Compeniutioy

1. A&M will be paid by the Compeny for the services of the CRO
and any Additionsl Pecsoniel st the following billing mies. The
billing rete for the CRO i3 $65,000 per month for up 1o B0 hour
per month. Any additional time will be billed at an hourly rate for
the CRO. The cumrent hourly billing rstes for other AZM
persounel, based on the position held by soch ARM personnel in

AdeM, are
. Managing Director S600-5700
il Sr. Directar F475-5550
i, Director FA00-3500
iV, Asicciste 3252400
v, Amnalyst 52005275

Such rutes shall be sabject o adjustment annually at such time as
A&EM adiuats its mtes generully,

For the first 60 days of the engagement hereunder, ARM will cup
daily and monthly hours charged a1 10 and 200 hoars, mespscrively,
per crmployee, axcluding the CRO.

b, In nddition. A&EM will be reimbursed for its reasonable our-of-
pocket axpenses incurred in connection with this sssignment. such
us traved, lodging, duplicating. computer research, messenger and
telephone charges. In addition, A&M shall be reimbursed by the
Company for the reasonzble fess md expenses of We counsal
incummed it connection with the preparation, negotiation and
enforcement of this Agreement. All feet and expenses dus to
AdM will be hilled oo & weekly basiz or, st A&M's discretion,

more frequently.

3 The Compeny shall prompily remit 10 ASM & retsiner in the
woount of $350,000 which shall be cradited against any amounts
duaﬂttummﬁmdmnfﬂ-inmg:gmm:uﬁmmedumuum
sanisfaction af all ohtigations herennder.

In sddition to the hourly compensation, AS&M will be entitled o
incentive compensation in the smatmt of (1) $350.000 with nespect
to each Landowner (the “Incentive Fee™) upon (i) the earfier of (1)
the comsummation of any aut-of-coum Restrocturing Transaction
(as defined below) or pre-aranped Chapter 11 Restnicturing
Trnsaction or (y) the effective dae of a confirmed plan of

reorganlention under Chapter 11 of the Banknmpecy Code, which
constilutes 2 Restroctoring Transacton and (i) the close of iy

-4



Case 09-37010-sgj11 Doc 1499-2 Filed 06/14/10 Entered 06/14/10 23:01:48 Desc

Page 5 of 2
040 Ceee IDSOR TONM-4q /M 22 Dac ﬁl—t‘)llt AF1 gﬁaatﬂwq- Eutara:l 10720008 22:17:03 EDese nain

Exhibit C-1 Page60of7

Sale Transaction (s defined below) and (2) with respect 10 each
Lend Cwmer, opon the completion of esch Amendment
Trunsaction {as defined below), $100000 for euch such
Amendment Transaction (“Amendment Trupsaction Fas™),
provided  (x) if mmltiple Amendment  Transactions are
consummated contemporaneously with multiple Jeaders (and no
individoal Amendment Transsction involves the extension of
matorities), then the maximwm aggpregate fee for  guch
contempotanecus Amendment Transactions shall he $500,000 (i,
50 x the Amendmen! Tmnsaction Fee) and (b) i muliple
Amendeeent Trangactions are comsummated contemporaneously
with multiple leaders (and any one or more of those Amendment
Tramsgactions involve the extension of marnties), then the
maximurm sggregste fee for such contempomnecns Amendment
Transactions shall be 31,000,000 (ie. 100 x the Amendment
Transaction Fee).  Not withstanding the foregoing, m no evest
shall the aggregate incentive foes camed here under exceed
52,500,000,

For the purposes of this Agreement, o “Restructuring Transaétion”
shall be defined as uny single transaction or series of trunssctions
that efectustes any modification, amendment to, or change in, any
of the Landowner’s obligations andfor indebtadness for bormwed
mimey, including pecroed indfor scoreted interest thereon, which
are outstanding as of the Effective Date (Indebtedness”), ncluding,
withour limitation, interest bearing trade debt, serfor bank debt and
subordinated debt. Such modification, amendment, or change shall
nclode, without lunitation, apy trapsactionis) which provide for:
any material modification, amendment or chunge of, or in.
principal balanee, sccrued or secredsd interest, payment term, other
debe service requirement, andfor fingncial or opersting covenant:
anty forbearance for at least twelve (12) months with respect fo any
payment obhligntion; conversion {0 equity, or kome other security
tnstrumenit, of any, or all, of such obligations or indebtedness: any
compromise of the existing terms of such obligations sndfor
indebtedness; any combination of the foregning transactions. Each
of the foregoing shall include, withous limitation, any trsnssction
m which requisiie consents o 8 redrganization or restructuring am
ablamed pursuant to a tender offer, exchanpe offer, oonsent
solicitation ¢ other process, or & plan of reorganization unider the
United States Bankrupecy Code.

For purposes of (his agreement, the term “Sale Transaction™ id
defined 1o include any of the following (whether in one or o geries
of tansaction): {a) & meiger ar consolidation of any Landooner
and'or any of its businesses, subsidiaries or affilistes (b)  salo of

A
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al least SU%% af the equity secuntics of any Landowner (whether
from the Company, Landowner or security holdems of the Campany
vr Landowner) or any bosiness, subsidiary or affifiate of the
Landowner (whethes from such business, subsidiary, affiliate or
the Company or Landownes), in anv case whether by dle,
exchmge, tender offer or othorwise, (c) eny tanssction which
resulis in o thind party having the right to elect & mufority of the
metehers of the Bowrd of Directors of the Company or any
Landowner, (4} & sale (including, withour limitatics, by sale, lease,
tioense, exchimpge or other acquisition) of a significant amount of
the asseis (tangible or inmngible) of the Landowner or any of it
bosinesses, subsidisries or affiliaes, (¢) s liguidation of the
Landowoer or any of its businesses, subsidiaries or affiliates, (f)
any recapitalization or restrocturing {incloding spin-off or split-aff
of assets ) of the Landowner or any of its bosinatses, subsidisres or
affilintes, or (g) any other form of disposition which resulls in the
effective disposition of all or & substantial amount of the business,
opermiions, or assels of the Landowner or any of i businésies,
subsidiaries or affiliates,

For purposes of this Apeement, the tenn “Amendmen
Transaction™ shall mean. (a) any forbearance, amendment o
waiver, or series of forbenrances, emendments or waivers, duting
any fiscal quaner with respect to the Company's debt obligarions
or (b} an increase in loan cepaciny under any existing debt facilicy
from en existing Company lcoder, in sither case, which does not
otherwise coostitute a Restrocturing Trensaction (esch, an
"Amendment Transaction™), Amendment Transactions shall
penerally consist of forbesrances, smendmenti and waivers that
require u simple majority undes the Campany's credit agreemests;
provided, however the Company and A&M have ngreed solely for
purpozes af A&M's entitlement to the Incentive Fee set forth
above, that the extension of maturitles shall be meluded fn 1he
definition of Amendment Transaction herein.
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The enpagement will commence as of the dute bereof nod may be
terminated by either pasty without cause by giving 30 days’ written notice
o the other party. A&M nommelly does oot withdraw from an engugement
unless the Company misrepresents or fails o disclose material facts, Tails
0 pay fees or expenses, or makes it unethical or unreasonsbly difficult fod
AdM 1o contioue 10 represent the Company, or uniess other just casee
exisis. In the event of any such termination, any fees mnd expenses due
AdM shall be remitted prompidy (including fees and expensen tht
scorned prar o but were invoiced sebsequent (o such termmoution), I the
Company tenminstes this engsgement without Casse or |f A&M
termminaies this engsgement for Good Reason, A&M shall also be entitied
3 receive Whe Incentive Fes upon the ocowrrence of any event specified m
Section 2(d) i such evenl occurs within 18 months of the termination.
The Company may fmmediately (erminate A&M's services hereunder ar
any Hme for Cause by giving written notice w0 ASM, Upon any such
ermination, the Compeny shall be melieved of all of its paymemn
obligations under this Agreement, excopt for the payment of fees und
expenses throogh the effective dute of terminatlon (Including feet and
expenscs that scorued prior to but were invoiced sehsequent o such
wrrmination) and its obliputions uider paragraphs 7 and 8. Bor purposes of
this Agreement, “Caose” shall mean if (i) the CRO or any of the
Additional Personnel 1s convicted of, admits guilt in & woren document
filed with & coart of competent jurisdiction to, or eaters & ples of nolo
oontendere 1o, an allepation of fraud, embezziement, misappropriation o
any felonmy; (i) the CRO or wny of the Additional Persounel willfully
disobeys 2 lawful direction of the Board; or (1ii) a muterial breach of any
of AGM's or the CRO or any of the Additional Personnel maseral
obligations under this Agreement which is not cured within 30 days of the
Company's written nofice thereof (0 A&M describing in reisonable detat]
the nature of the alleged bresch, For purposes of this Agreement
i=rminabion for “Good Reason™ shall mean either its resignation cansed by
a breach by the Company of any of its material obligations ender this
Agresment that is not cured within 30 days of A&M having given wrinen
notioe of such breach 1o the Company deseribing in reasonnble detail the
mutire of the alleged breach or a filing of & pettion under Chagter 1] of
the United Statrs Bankropicy Code in respect of the Company unless
within 45 deys thereafier (o, if sooner, prior to the date on which a plan of
renrganization is confirmed or the case s convirted 16 one under Chapter
7, e Company has obtained judicial suthorization to contnve the
engagement on the terms herein pursoant o an order which has become a
fiual. nonappeaishle order,
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It is understood that the CRO, any Additional Personpel and A&M are gat
being requestadd (o perform an sudit, review or compilation, or any other
rype of financisl statement reporting engagement that is subject to ihe
rales of the AICPA, SEC or other state or national professionel or
mgulatary body. ‘They are entitfed 1o rely on the sccuracy and walidity of
the datn disciosed to them or supplied to them by emplovess and
icpresentatives of the Company or any Campus. The CRO, any
Additional Pezsonnel and A&M are under no chligation o updute date
subrtied to them or review any other areas unless specificully reqoested
by the Board to do s,

4. No Third Pay Boneficiary,

The Company scknowledges thut all advice (writtsn or oral) given by
A&M 10 the Company in connection with this enpagetment is Intended)
solely for the benefit and uee of the Compuny (lmited to its Board and
manigemment | in considering the matters to which this engngement relates
The Company. agrees Ihel no such advice shall be used for gnv otk
purprme of roproduced, disseminited, quoted or referred (o 4 any tme in
any manner oF Tor any purpose other than sccomplishing the tsks refomed
i berein without A&M's prior approval (which shall ot be unressonably
withbeld), except as required by law.

6. Conflicts.

AdiM is pot carrently aware of any relstionship that would create s
conflicr of imerest with the Company or those partiss-in-interedt af which
you have mads us aware. Because AZM Is 4 consolting firm that serves
clients on o internatiooal basis in mumerous cases, both in and ool of
onr, if s possible that AdM may hove rendered or will render services 1o
or have businens associations with other entities or people which had o
nEve or may heve relationships with the Company, incloding creditors of
the Company, Io the event you accept the terms of this engagement.
A&M will not represent, and A&M has ot represented, (he interests of
mny joch entities or people in connection with this maner.

! LConfidentiality | Nog-Soljcimtion,
The CRO, and Additious! Personnel and A&M shall keep ac confidential
all pon-public information recefied from the Company |n conjunction
with this engagement, except (1} as requested by the Company or ite lepal

-+
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counsel; [H) =8 roquired by legal proceedings or (i} as ressonabiy
required in the performunce of this engagement  All obligations #s 10 noo-
disclosure shall ceuse as to any part of such information to the extear that
such informasion s or becomes public other than as & result of § breach of
this provision, Except as specifically provided for in this letter, the
Company on bebelf of itsell and its subsidiaries and affilistes and any
persen which may scquire all o substantially all of %is assets ugrees thal
ontil twe (1) years subsequemt o the termination of this engagemend, it
will oot solicit, reeruit. hire or otherwise engage any employes of A&M
who worked on this engagement while employved by A&M [(“Solicited
Pernon™), Should the Company or any of its subsidiaries or dffilistes or
Eny porsen with acquires all or substantislly all of its assets extend fn Gifer
of employment (0 or otherwise engage any Solicited Person and should
sich offer be secepied, A&M shall be eatitled 0 a fee from the pary
extending such offer squal o the Solicited Pemson'’s hoerly client billing
e af the time of the offer multiplied by 4.000 hours for & Managing
Direcior, 3,000 bours for a Sendor Director and 2,000 hours for uny ather
Adel employee. The fee shall be payable ar the tme of the Sobicited
Pemson's accoptance of employment or engagement.

5. Indemuification

The Company shall indemnify the CRO and all Additions] Personne! 1o
the same cxicot as the most favorahle indemmification #t extends 10 i
officers or disectors, whether under the Company’s hylaws, its centificsie
ol incorparation, by contraet or otherwise, aod no reduction or fermination
iu any of the benefits provided uader any such indemmitios shall affect the
benefits provided to the CRO or Additional Persormel, The CRO and esch
Additional Personnel shall be covered ae an officer under the Company's
existing dirsctor and officer Uability imsurmnee policy. As a condition of
AfM secepting this engagement, o Certificate of Insurance evidencing
such coverage shall be fumished to A&M prior (o the effective dite of this
Agreemont. The Company shall give thiry (30 days' prior written notice
o A&M of cancellstion, non-renewal, ér muterizl change in covemge.
scope, or amooot of such director and officer Hability policy, The
Company ihall also maibiain any such insurnnce coverage for the CRO
i each Additional Personnel for o period of not Tess than two years
following the dae of the termination of such officer’s services hereumder.
e provisions of this secthon 8 are in the nature of contractusl ohligations
apd B4 chsnge in applicable law or the Company's charer, bylaws or
otber arganizational documents or policies shall affect the CRO's or any
Acditional Periopnel's rights hereunder, The mmuched  indemmiry
provisions are incorporated berein and the temmingtion of this sgreement o
Uee engagemen| shall pot affect thoue provisions, which shall survive
termination
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9. Bipesllameous.

be: (a) governed snd constroed in sceonkinee with the laws of the State of
New Vork, regandless of the laws that might clhorwise povern mder
qﬂnﬂa?inﬁphﬂmmﬁﬂdhhﬂnﬁn{h}mmmh
understanding of the parties with nspect to the subjest matter therenf; am!
(c}myﬂhwwmﬂﬁdmmmmwmmbymﬂf
I:kwulucb The Company and AEM agree w0 waive trial by
jwmwmmwm&mWWmmh&-Hnr
m:mmwwﬂmﬂhmymmmﬁgmummuﬂh
performunce or non-performance of the Cocrpany or A&M hereundsr. The
Mmmwu&mmwwm&m.ﬂu
mFM%M%hm[ﬂﬂﬂM‘fﬁm
v cxclusive jurisdiction over any bBtipstion arising o of this
Agreement, to submit to the pemonal jurisdiction of e Courts of the
L@ﬂ%&mﬂmhh&m@ﬁﬁmﬂh?ﬁ;-ﬂm
wrive any =nd all personzl rights ender the low of any jurisdiction o
olject on mmy basis (including, without limitstion, inconvenience of
torum) to purisdiction or venoe within the State of New York lor any

Litigation arising in conmection with this Agreemens.

If the foregoing is acceptable to kindby the snclomed
mwymwwﬂjm ha e

Very truly yaurs,

Alvarez & Mnrsal Healthcare
Industry Group, LLC

o futtdd
Managing Divectar

Q0420009 1:22PH CGHT-04: 000
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INDEMNIFICATION AGREEMENT

Thus indemniry is made part of an agreement, dated April 2, 2009 (which together with any renewals,
middifications or extensions theroof, is herein refermad o as the "Agresment™) by and between Alvires
& Marsal Healtheare Industry Group, LLC ("A&M") and Erickson Retirement Communities, LLC
(the "Company™), for services to be rendered to the Company by A&M.

A The Company agrees w mdemmify und holll barmiess esch of A&M, its affillates and their
respective sharcholders, members, managers. employees, agents, representatives and subooatracton
(each, an "indemnificd Party” snd collectively, the “Indermnified Parties™) against sny and all josses,
Clagms, damages, liabilities, penaltics, obligations and expenses, incloding the costs for counsel or
others (ncluding employess of AEM, bused on their then current hourly billing rates) in investigating,
preparing or defending any action or claim, whether or not in comection with Gtigation i witich my
Indemmfied Party is & party, or enforcing the Agreement (including these ndermnity provisions), as
and when incutred, cagsed by, relating to, based upon o arising out of (directly or indirectly) the
Indemnified Parties' scceptapee of or the performance or nonperformance of their obligations under 1he
Agreement, provided, however, such indemnity shall oot apply o any such loss, claim, damage,
linbility or expense to the extent It is found in a finsl jodgment by & court of competent jurisdiction
(not sobject 10 further appeal) to huve resulted primarily and directly from such Tndemnified Party's
poss negligence or willful miscouduct.  The Company also agrees that vo Indemnified Party shall
anve any latality (whether direct or indirect, in contract or tort or olberwise) wo the Company for or in
connection with the engagement of A&M, except to the extent that any such Hability for losses, claims,
damages, lishilities or expenses are found in a final judgment by & court of competent jurisdiction (nat
subject 1o further appeal) 10 have resolted primerily and directly from soch Indemmified Pasty's iross
neghgetce or willlul misconduct, The Company further agrees that it will not. withous the prior
consent of an Indemmified Party, settle or compromise or consent (o the entry of any judpment in any
pending or theestensd dluim, action, suit or proceeding in respect of which guch Indemnified Pamy
socks indemnification hesetinder (whether or not such Indemwified Party is an uctual party o such
clatm, sction. suit or proceedings) unless such setifement. compromise or comsent includes an
unconditional reloase of such lndenmified Party from all Habilities arising out of such claim. sction;
FLUT O peotesiling,

B. These Incermmification provisions shall be in addition to any Habilicy which the Company may
atherwise heve to the Indemmified Parties. I the event that, at any time whether before or iftes
lermination of the eagagement or the Agreement, as a resolf of or in connection with the Agreement o
A&M's and i persommel's ole under the Agreement, A&M or my Indenmified Party is regquired 1o
produce mny of lts personnet (including former employess) for examination, depositicn or othes
written, recorded or oral presentation, or A&M or any of its perscnnel (indluding former smplovess) of
any otber Indemnified Party s required to produce or otherwize review, compile, submit, dupbicate,
search for, organize or report on any matesial within such Indernnified Party's posssasion or contrml
pLrsuant 1o & subposna or other legal (incloding administrative} process, the Company will reimhurse
the Indemnified Party for its out of pocker expentes, including the reasonable fees and experses of it
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counsel, and will compensate the Indemnificd Party for the time expended by s personoed based an
such parsonnel”s then curment boarly rate.

C If any acuon, proceeding o mvestigation is commenced to which any Indemnified Party
proposes 1o demand indemnification hereunder, such Indemnified Purty will notify the Company with
reasanablo prompioess; provided, however, that uny failure by such Indemnified Pasty 1o notify the
Company will not relieve the Company from its obligstions hersunder, except (o the extent that such
failure shall have actally prejudiced the defense of such action. The Company shall promptly Py
expenses reasonsbly incurred by any Indemnified Party in defending, participsting in, or settiing any
action, proceeding or investigation in which such Indemmified Party Is a party or is threatesed o be
mnde 8 party or otherwis is participating in by reason of the engagement under the Agreement, Upomn
submasion of invoices therefor, whether in advance of the final disposition of such action, proceeding,
of iuvestigation o otherwise, Each Indemnified Parly bereby undertakes, and the Company hereby
acoepls ils undentaking, 10 repay agy and all such pmounts o sdvinced iF it shall ultimately ba
determined that sach Indomnifisd Porty is not entitled to be mdermnified thersfor. If any toch action,
proceeding 01 investigation in which an Indenmified Parry is & party is also against the Company, the
Company may, in lieo of advancing the expeases of separste counsel for such Indemmified Paity,
provide such Indemnified Party with legal represenmation by the same counse] who fepresents the
Company, provided such counsel is reasonably satisfactory 1o sych Indemnified Party, 1 no cos 1o
such Indemnificd Fany, provided, however, that if such coupce! or counsel to the Indenmified Party
shall determine that due 1o the existence of scual or poential conflicts of interest berween such
Indemnificd Party and the Company soch counsel i unable w0 sepresent both the Indemaified Party
and the Compmny, then the Indermnified Party shall be entitled 10 use separate counsel of iw own
choaee, and the Company shall promptly advance its reasonshle expenses of such separate counsed
upon submission of invoices therefor. Nothing berein shall prevest an Indemmified Pany from using
separale counsel of its own choice at iis own expense. The Company will be lisble for any settlement
of mny clain sgainst an Indemnified Party made with the Company's written convent, which consent
shatl not be nreaconably withheld.

0, In order 1o provide for just and equitable contribution if & claim for indemnification punmant 1o
these indemnification provisions is made but It is foupd lo a final judgment by » count of eompelent
Jurisdiction (not subject o further appeal) tha such indemmification may mot be enforced in such cate,
even though the express provisions hersof provide lor indemnification, then the relative fault of the
Company, on the one band, and the Indemnified Parties, on the other hand, in connection with the
slaloments, acts of omissions which resulted in the losses, claims, damages, Yabilities and coots givine
rise (o the indemnification claim and other relevant equitable considerations shall be considersd; and
further provided that in oo event will the lademnified Parties' agpregite contribution for all losses,
Clasms, dhmages, labilities and expenses with respsct 1o which contribution is avalable hereunder
excesd the amount of [ees notually received by the Indemnified Parties pursuant 1o the Apreement, No
persitn {ound lisble for 3 fraedulent posrepresentation shall be entitled to contribution bereander from
any person whi is nat also found linble for such franduleor msrepresentation.

E In the eveot the Company and AEM seck judicial approval for the sssumption of the

-1~
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Agreament or authorzation o enter into a pew cngagement agreement pursuant (o efiter of whick
A&M would continue W be cogaged by the Compeny, the Company shall prompily pay expenses
reasanably incuomed by te Indemnified Partes, incloding attomeyy’ fees and expenses, in conmestion
nmmymﬂuqmmmddmhmnfmhmummhmw
mmmmdwwmhﬂﬁﬂm&nctmﬂm.ﬂmm
m‘mmﬂmm&hwmmmﬁmmm«
muthorization @ approved by any cowrt. The Compeny will also promptly pay the Indemmified Partics
for poy expenses reaumably meurred by them, incloding sttoroeys” fises and cxpenses, in sceling
wdmmmilmﬁmﬁm(nmmwm}wﬂu
mgumﬂr.&qﬂm-whqmnm.mﬂmmm
eounterclaim, whether a5 3 secured claim, o administrtive expense claim, an unsecured clmm, o
prepetiteg claim or o postpetition cladm,

F. Neither termination of the Agreement nor termination of AM's eopasement nor the filing of &
potition under Chapter 7 or 11 of the Unﬂaﬂ%sﬂmhmrﬂndn{mrmmwmm;ns
case to one undes o differend chapler) shall affect these indemuification provisions, which shwil
hercafler reenain operntive snd [n full force and effect

3, Thd;dn;pmumuﬂhﬁrdﬂ]mhcmmﬂmyuhﬁghnwﬂﬁ:hh
Mmﬁﬂihﬂnmyhnﬁﬂﬂmh&eﬂﬂkﬂﬂhﬂmpﬂimwhyﬁmﬂf&:ﬂm;,
wm:-mmmdmﬂbﬂmwMMdﬂm{m,m

ALVAREZ & MARSAL HEALTHUARY
INDUSTRY GROUP, LLC

o Lol

Panl Rundell
Managing Divector

QUA0LA2000  1:20PM (CMT-0L:00)
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AlvarRez & ManRsalL

CGiuy Sansone, 3 Managing Chrector with Alvaraz & Marzal in Kew Yor serves s head of Tha firm's Heakhears
Indusby Groug. Mr Sansone brngs. mars (han 17 years of axpunacce woig a8 an aduser, ivesler ang sanko
managar of routied-and underperforming companies. Ha focusss on develaping and ewslusing simlegss and
eparates atarmstives designad o eshance value theough opamsting lurpessend, finencisl reormanizaton orsaks:

¢« M Sanapne’s major engagements have besn in ihe healthcars and telscommunications industries, with prios

expanience in distrbution. shipping, driling, real estate and financial services. Ha most recontly served ns Chisf
Executwe Officer ang Chief Restructunng CHficer at Saint Vincent Cathalic Medical Genters n New Yol Prewsausly
Mr. Sansong was ilenm Chaf Financial Qificer of HealthSouth Corparabion and o mamber of e lesoerahg team
thal faciated the cormpany's suconsstil oul-of-court eperational and fnancial restructuring dunng & high-pratile crisis
penod. Previously, Mr, Sansons sened as SVP of Integrated Health Senices. Inc. President and co-CED of Rotech
Heakhicare, Inc. ("Rotech”), and Chef Financial Cfficer of Telegrown, Inc.  Additionally, he serves as i menber of
Rutech’s Board of Directore.

Prior tn joining ALM, Mr Sansone spant four years Inveshing in distressed companias and sthes special situations
including manensment of Presidie Cepitsd Corp . the posl-bankmuptey s gﬂggeﬁ fn thim
o, e specialzed in svakaating the cash fiow and parforming dus diigonce on & humber of porifiolio dstessed
o, lervaraged buyoul snd veniore capial invosimeants Prios fo thal, Mr, Saneone aerved &s an Bsocounding and
audiing manager with Deloltte & Touche, LLP whisrs he primarlly focused on large pubbcly iraded ana troubiled
COMPAnas.

¢ Mir, Sansone recened & bachalors degree from State Linsvarsity of New York @ Abany, FHe m a Cemifies Pubiic

Aceaurtanl (CPA)
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Paul Rundell

4 Paul Rundell is a Managing Director with Alvarez & Marsal Healthcare Industry Group in New
York:. Mr. Rundell brings maore than 13 years of expenence specializing In intenm managament
specifically cash managemant and financial analysis.

“ Mr. Rundell has provided cash management. financial support. cnsis management, lumaround
consulting, business strategy and planning, market analysis and operational improvement
sarvicks 1o clients, and has advised unsecured and secured creditors and debtors bath in and out
of court. He = skillad in the creation of cash manageman! processas, 13-week cash flow, prafit /
Inss statements. halance sheet statements, borrowing bases and other financial decuments fo
help manage and run corporations. Mr. Rundell has worked with vanous healthcare chents
geagraphically dispersed throughout the country.

+ Currently with ASM, Mr. Rundell is advising a 52 billion assisted living facility operator, Prior to
this assignment, he advised a five hospital acute health systam and served as Seniar Vice
Presiden|, Financial Restructuring, for St. Vincent's Catholic Medical Centers, a $1.5 billion non-
profit hospital system in New York, in connechon with AAM's management assignmeant an the
Chapter 11 restructuring. In this role, Mr. Rundells responsibilities included DASNY negotialians,
cash managemenlt, producing short and long-tetm business plan projections and assisting the
CFO and CRO on various other projects.

= Wi Rundell's other assignments have mciuded leading an in-couwrt assignmen for a 3150 midbion
nan-profit nursing home, where he identified almost $10 million of annual savings by reducing
haad count and non-salary cost reductions, and |sading 2 $200 million recapitalization for a 5430
milian senior health care facility portfolio, where he successfully negotiated additional funds to be
invested from various conslituencies

“ Prior fo [oining ASM. Mr. Rundall warked with =ssveral restructuring and interim managemant
firms where he assisted clients with revenues ranging from $100 million to more than $15 biflion.

* Mr, Rundell holds a bachelor's degree and a masler's degres in business administration from the
University of llinois. He is a Cerified Insalvency and Restructuring Advisor {CIRA) and a
Cerlified Turnaround Professional (CTF). He s a member of the Tumaround Manageamen|
Association (TMA) and the Association of Insohvency and Restructuring Advesors (AIRA).

Alvapez & MaRsal
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Erickson Disclosure

Creditors '

American Express Travel Services
Hunk of America

Borcliovs Capital

Capmark

Citizens/Chaner Ome Bank
Fifili Third Bank

Ciunmnty [onk

[BLOWN Tinand il Services
KB

key onk

AT ik

M&T Credit Corpomtion
Moegan Sanley Resl Estate
CIppethieimict

PNC Bank, oA
sovereign Bank

' Commerce Bonk
Uriivelori

Verizon Wireless
Wachovia

Wells Fargo

Wilmingron Tros

Members of Noteholders Group
Americon Express Trovel Services
KON Findncind Services

Murgan Sanley Real Estoe

L AEM s corteliily advismg or has previously advised (hpse jrairties o their alliiiess p drediiors o8
vatkolis offisisl creditors” committees i which' these parties ar their afTilines wore members or which
represenied the Infetests of these parties or thelr offifintes

- A&M s carmonily advising or b previously advised various officisl or wnofficinl ooeholders’
wortitiitlees in which these parties of their offilistes were members or which represemed Lhe literess of
these parties or their affiliages,

AN TN 2400
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Alsiom & Pl

LA Miper LLP

T Consulting

Houlthan Lokey

Jaéxson Lewis

Mintz Levin

Pricevaterhouse Coopers LLP
Sills Cummis & Oross e
Squirg Sanders & Dempsey LLP
Whiteford Taglor And Preston
Winston & Strivwn

Clicots OF ASM And/Or Lis Alfilintes '

Amuerican Uxpress Travel Serviges
AT & T Maobility

Hank of Amcnca
Cupminek Finanee Ine
Comcast Cable

el Marketing 1P
Eme Corporation

Fifth Third Bank

Hess Corporation

kA

Foey [Bank

Microsoft |icensing
aorgan Stanfey Real Estate
(hmele

Presudio

Chwest Commmunication
TDAC ommuerce Bank
T'ravelers

Verizon Wircless

W achowvia

Wells Fargo

i 1 . 1

hitse: prisfegalonaly have ropresented clients in’ mutters whene ASM was olso in adviuie (or peovided
CriEls Mrageiient ) to the some cliont. In certnin cases, these professomals may have engaged A&M on
behall ol such clichl.

' Thiese professiomafs represent A&M and/or an affifizie on wholly garclated msttees

A& M and’ or an affilinte is currently providing or hns previously pravided cermin comsulnng services
i+ these parties or their affiliates b wholly unrelnted maters,

(R T Tt N [ K ]
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Significant Eguity Holders"
Amuerican Express Travel Services
Hank of Americ

Barclavs Capital
Citveens'Charter One Bank
Hillctest Bank

koev Bk

Muorgan Stanley Real Estate
Lippoithedinier

PRC Bank, N.A.
HXCommence Bunk
I'movelors

Winchowvin

Wells Forgo

Sigmificant Joint Venture P
Barclaya Capital

Microsoll Licenming
Soversign Bunk

Bpring

~ These partics ur thele slTiliutes are signifionn equity holders of ather clivnts of A%M or i affifiates in
wiholly ssevelseed e
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Case 09-37010-sgj11 Doc 1499-3 Filed 06/14/10 Entered 06/14/10 23: O BIERVBRIRICT OF TEXAS

ENTERED

TAWANA C. MARSHALL, CLERK
THE DATE OF ENTRY IS
ON THE COURT'S DOCKET

The following constitutes the ruling of the court and has the force and effect therein described.

o o

Signed November 24, 2009 United'States Banlgrupt\cif Judge

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
In re: § CASE NO. 09-37010
§
ERICKSON RETIREMENT § CHAPTER 11
COMMUNITIES, LLC, et al.' §
§ Jointly Administered
Debtors. §

ORDER PURSUANT TO BANKRUPTCY CODE SECTIONS 105(a) AND 363(b) FOR
AUTHORIZATION TO (A) EMPLOY AND RETAIN ALVAREZ & MARSAL
HEALTHCARE INDUSTRY, LLC TO PROVIDE THE DEBTORS A CHIEF
RESTRUCTURING OFFICER, AN EXECUTIVE VICE PRESIDENT OF
RESTRUCTURING, AND ADDITIONAL PERSONNEL AS CRISIS MANAGERS, AND
(B) TO DESIGNATE GUY SANSONE AS THE CHIEF RESTRUCTURING OFFICER
AND PAUL RUNDELL AS EXECUTIVE VICE PRESIDENT OF RESTRUCTURING
FOR THE DEBTORS NUNC PRO TUNC TO THE COMMENCEMENT DATE

Upon the application, dated October 20, 2009 (the "Application"),” of the above-

captioned debtors and debtors in possession (the "Debtors"), for authority pursuant to 105(a) and

! The Debtors in these chapter 11 cases are Erickson Retirement Communities, LLC, Ashburn Campus,
LLC, Columbus Campus, LLC, Concord Campus GP, LLC, Concord Campus, LP, Dallas Campus GP,
LLC, Dallas Campus, LP, Erickson Construction, LLC, Erickson Group, LLC, Houston Campus, LP,
Kansas Campus, LLC, Littleton Campus, LLC, Novi Campus, LLC, Senior Campus Services, LLC,
Warminster Campus GP, LLC, Warminster Campus, LP.
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363(b), (i) to employ and retain Alvarez & Marsal Healthcare Industry, LLC (“A&M”) to
provide the Debtors a chief restructuring officer, an executive vice president of restructuring, and
additional personnel as Crisis Managers, and (ii) to appoint Guy Sansone as Chief Restructuring
Officer and Paul Rundell as Executive Vice President of Restructuring, all nunc pro tunc to the
Petition Date, and all as more fully set forth in the Application; and the Court having jurisdiction
over this matter pursuant to 28 U.S.C. §§ 157 and 1334; and consideration of the Application
and the relief requested therein being a core proceeding pursuant to 28 U.S.C. §157(b); and
venue being proper before this Court pursuant to 28 U.S.C. §§ 1408 and 1409, and due and
proper notice of the Application having been provided to the necessary parties, and it appearing
that no other or further notice need be provided; and a hearing having been held to consider the
relief requested in the Application (the “Hearing”); and the appearances of all interested parties
having been noted in the record of the Hearing; and upon the record of the Hearing, and all of the
proceedings had before the Court; and the Court having determined that the relief sought in the
Application is in the best interests of the Debtors, their creditors, and all parties in interest; and
the Court having determined that the legal and factual bases set forth in the Application establish
just cause for the relief granted herein; and upon all of the proceedings had before the Court and
after due deliberation and sufficient cause appearing therefore, it is hereby

ORDERED that the Application is GRANTED to the extent provided herein; and it is
further

ORDERED that in accordance with Bankruptcy Code section 363(b), the Debtors are
authorized to employ and retain A&M, nunc pro tunc to the Petition Date, pursuant to the terms

and conditions of the Engagement Letter; and it is further

2 Unless otherwise noted, capitalized terms used but not defined herein shall have the meanings provided
in the Application.

EAST\42619800.1
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ORDERED that the Debtors are authorized to designate Guy Sansone as the CRO and
Paul Rundell as the Executive Vice President of Restructuring, nunc pro tunc to the Petition
Date; and it is further

ORDERED that the terms of the Engagement Letter, including without limitation, the fee
provisions and the indemnification provisions, are, subject and without prejudice to the rights of
parties under section 330 of the Bankruptcy Code as further set forth herein, reasonable terms
and conditions of employment and are approved provided however that (i) Guy Sansone shall
work a minimum of 80 hours per month in connection with his engagement as Chief
Restructuring officer and that A&M Shall be compensated for Mr. Sansone’s services the
amount of $65,000 per month; should Mr. Sansone work fewer than 80 hours per month on
average for any given quarter the estate shall receive a credit in the amount of $812.50 per hour
for any such shortfall, and (ii) any success/transaction fees, payable post petition, provided in the
Engagement Letter and described in Paragraph 21 of the Application are capped at the amount of
$1,500,000; and it is further

ORDERED that, notwithstanding anything to the contrary in the Bankruptcy Code, the
Bankruptcy Rules, the Local Rules, orders of this Court, or the United States Trustee Guidelines
or any other guidelines regarding submission and approval of fee applications, in light of the
services to be provided by A&M and the structure of A&M’s compensation pursuant to the
Engagement Letter, A&M and its professionals shall be required to maintain time records, as set
forth below, in connection with the services to be rendered pursuant to the Engagement Letter;
A&M shall file monthly reports identifying each A&M professional (including Sansone)
engaged in performing services for the Debtors, the number of hours worked that month by each

respective professional, a brief description of the tasks performed by each individual and the

EAST\42619800.1
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total of compensation earned, and parties-in-interest in these Chapter 11 cases shall, subject to
the time periods set forth in the Interim Fee Procedures Order, have the right to object to fees
paid and expenses reimburse to A&M. Further, A&M shall file Quarterly Fee Applications
listing time in increments of 1/10th of an hour identified by task code (with the exception of
Sansone who is retained on a fixed fee arrangement), pursuant to a list of task codes submitted to
and approved by the US Trustee;

ORDERED that other than with respect to the Success/Transaction Fee set forth below,
A&M’s fees and expenses shall be evaluated under the reasonableness standards set forth in
section 330 of the Bankruptcy Code. The Court, the Official Committee of Unsecured Creditors
(the “Committee”), and the United States Trustee (the “U.S. Trustee”) shall be permitted to
review the Success/Transaction Fees (as defined in the Agreement) pursuant to the
reasonableness standards set forth in section 330 of the Bankruptcy Code; provided, however,
that in determining the reasonableness of the Success/Transaction Fees under section 330, among
other factors that the Court, the Committee, and the U.S. Trustee should consider is whether the
Transaction Fees are comparable to the range of fees paid to crisis managers in comparable
transactions both in and outside of court in this and other Districts, as provided in section
330(a)(3)(F) of the Bankruptcy Code. Neither the U.S. Trustee nor A&M shall rely upon this
provision as binding precedent in any other chapter 11 proceedings; and it is further

ORDERED that nothing in this Order shall prejudice the later allocation of A&M’s fees
and expenses among the Debtors’ various estates, if such is necessary; and it is further

ORDERED that the Debtors are authorized to pay A&M in such amounts and at such
times as is provided in the Engagement Letter and the Interim Compensation Order without

further order of this Court; and it is further

EAST\42619800.1
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ORDERED, that the indemnification provisions of the Indemnification Agreement are
approved; and it is further

ORDERED, that if, before the entry of an order closing these chapter 11 cases, any
Indemnified Party believes that it is entitled to the payment of any amounts by the Debtors on
account of the Debtors’ indemnification, contribution and/or reimbursement obligations under
the Indemnification Agreement, including without limitation the advancement of defense costs,
such Indemnified Party must file an application therefor in this Court, and the Debtors may not
pay any such amounts to the Indemnified Party before the entry of an order by this Court
approving the payment. This paragraph is intended only to specify the period of time under
which the Court shall have jurisdiction over any request for fees and expenses by Indemnified
Parties for indemnification, contribution or reimbursement, and is not a provision limiting the
duration of the Debtors’ obligation to indemnify Indemnified Parties; and it is further

ORDERED, that no party may bring against any Indemnified Party any suit,

proceeding or other action relating in any way to the Debtors or these chapter 11 cases in any
court located in any jurisdiction without an application to and order of this Court; and it is further

ORDERED that this Court hereby retains jurisdiction to hear and determine all matters
arising from or related to the implementation, interpretation and/or enforcement of this Order.

###ENd of Order###

EAST\42619800.1
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Exhibit C: Summary of Fees Charged by Task Code and by A&M Professional During the Application Period

/10 Entered 06/14/10 23:01:48 Desc

Accounting/auditing 1,530.00 $ 750.00 $ 21,725.00 $ 24,005.00
Assessment services - - - 1 1,790.00 - 17,300.00 29,090.00
Asset analysis and recovery - 3,307.50 - - - 2,662.50 - 5,970.00
Asset disposition 40,200.00 32,340.00 29,452.50 - - - - 101,992.50
Business analysis 49,080.00 106,155.00 - 17,010.00 8,685.00 1,500.00 13,150.00 195,580.00
Business operation 2,580.00 49,980.00 64,155.00 1,350.00 - 5,175.00 22,025.00 145,265.00
CRO governance 6,060.00 - - - - - - 6,060.00
Case administration 2,160.00 2,100.00 - - - - - 4,260.00
Cash management 84,600.00 85,470.00 - 900.00 12,375.00 38,625.00 18,575.00 240,545.00
Claims admin and objections 16,200.00 6,300.00 - 9,450.00 68,760.00 4,275.00 26,875.00 131,860.00
Communications - 630.00 840.00 675.00 - - 4,800.00 6,945.00
Consulting - 3,412.50 - 176,130.00 - 33,600.00 1,450.00 214,592.50
Contract/lease assume/reject 9,000.00 68,355.00 525.00 - 15,975.00 3,000.00 - 96,855.00
Corporate finance - 3,832.50 - - - - - 3,832.50
DIP financing/cash collateral 18,000.00 44,415.00 1,155.00 - 4,950.00 69,900.00 1,325.00 139,745.00
Data analysis - 6,457.50 - 4,230.00 17,325.00 146,550.00 64,275.00 238,837.50
Employee benefits/pensions 1,440.00 1,260.00 3,832.50 - - - 5,100.00 11,632.50
Fee/employment objections - - - - - - 6,000.00 6,000.00
Financing - 1,365.00 - - 540.00 - - 1,905.00
Insurance - 12,127.50 2,677.50 2,205.00 1,395.00 - 800.00 19,205.00
Litigation support 780.00 - - - - 15,637.50 - 16,417.50
Meeting of creditors - 3,045.00 - - - 2,250.00 - 5,295.00
Plan and disclosure statement 88,500.00 34,282.50 5,670.00 - 12,735.00 2,962.50 725.00 144,875.00
Plan process 15,780.00 367.50 - - - - - 16,147.50
Post confirmations 39,300.00 36,225.00 - - 11,340.00 - 1,000.00 87,865.00
Reclamation claims - 1,312.50 - - 24,885.00 - - 26,197.50
Schedules & statements of financial 13,380.00 30,555.00 46,777.50 68,625.00 19,980.00 29,587.50 37,025.00 245,930.00
affairs

Strategic planning - 4,882.50 - - - 5,212.50 1,600.00 11,695.00
Tax issues - 15,907.50 - - 5,805.00 - 1,150.00 22,862.50
Testimony 130,740.00 43,050.00 - - 6,660.00 - - 180,450.00
Travel time 62,250.00 48,667.50 7,875.00 26,910.00 24,300.00 33,281.25 19,062.50 222,346.25
Valuation 4,980.00 - - - - - - 4,980.00
Various requests from Lenders, UCC 76,320.00 79,327.50 10,290.00 2,520.00 - 79,687.50 14,775.00 262,920.00
and NFP advisors

Total $ 661,350.00 $ 725,130.00 $ 173,250.00 $ 311,535.00 $ 247,500.00 $ 474,656.25 $ 278,737.50 $ 2,872,158.75

* Does not include Guy Sansone
** Travel time billed at 50% hourly rate
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Exhibit D: Summary of Hours Charged by Task Code and by A&M Professional During the Application Period

Accounting/auditing - - - 3.4 - 2.0 86.9 92.3
Assessment services - - - - 26.2 - 69.2 95.4
Asset analysis and recovery - 6.3 - - - 71 - 13.4
Asset disposition 67.0 61.6 56.1 - - - - 184.7
Business analysis 81.8 202.2 - 37.8 19.3 4.0 52.6 397.7
Business operation 4.3 95.2 122.2 3.0 - 13.8 88.1 326.6
CRO governance 10.1 - - - - - - 10.1
Case administration 3.6 4.0 - - - - - 7.6
Cash management 141.0 162.8 - 2.0 275 103.0 74.3 510.6
Claims admin and objections 27.0 12.0 - 21.0 152.8 1.4 107.5 331.7
Communications - 1.2 1.6 1.5 - - 19.2 23.5
Consulting - 6.5 - 3914 - 89.6 5.8 493.3
Contract/lease assumef/reject 15.0 130.2 1.0 - 35.5 8.0 - 189.7
Corporate finance - 7.3 - - - - - 7.3
DIP financing/cash collateral 30.0 84.6 2.2 - 11.0 186.4 53 319.5
Data analysis - 12.3 - 9.4 38.5 390.8 2571 708.1
Employee benefits/pensions 2.4 2.4 7.3 - - - 20.4 32.5
Fee/employment objections - - - - - - 24.0 24.0
Financing - 2.6 - - 1.2 - - 3.8
Insurance - 23.1 5.1 4.9 3.1 - 3.2 39.4
Litigation support 1.3 - - - - 41.7 - 43.0
Meeting of creditors - 5.8 - - - 6.0 - 11.8
Plan and disclosure statement 147.5 65.3 10.8 - 28.3 7.9 29 262.7
Plan process 26.3 0.7 - - - - - 27.0
Post confirmations 65.5 69.0 - - 25.2 - 4.0 163.7
Reclamation claims - 2.5 - - 55.3 - - 57.8
Schedules & statements of financial 22.3 58.2 89.1 152.5 44 .4 78.9 148.1 593.5
affairs

Strategic planning - 9.3 - - - 13.9 6.4 29.6
Tax issues - 30.3 - - 12.9 - 4.6 47.8
Testimony 217.9 82.0 - - 14.8 - - 314.7
Travel time 207.5 185.4 30.0 119.6 108.0 177.5 152.5 980.5
Valuation 8.3 - - - - - - 8.3
Various requests from Lenders, UCC 127.2 151.1 19.6 5.6 - 2125 59.1 575.1
and NFP advisors

Total 1,206.0 1,473.9 345.0 752.1 604.0 1,354.5 1,191.2 6,926.7

* Does not include Guy Sansone
** Travel time billed at 50% hourly rate
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Exhibit E: Summary of Expenses Charged by Task Code and by A&M Professional During the Application Period

Steve Dawd Alexandra

Airfare $ 422240 $21,92050 $ 6,758.00 $ 2,74840 $ 8,652.10 $ 8,039.60 1,912.00 - $ 54,253.00
Business meals 226.03 4,856.72 5,137.75 134.19 427.34 1,237.27 10,003.33 827.48 22,850.11
Car rental expense - 1,055.53 6,125.31 1,122.83 1,268.30 1,449.08 4,943.07 - 15,964.12
Lodging 1,428.16 13,571.17 16,151.00 3,769.68 9,111.82 6,744.55 13,450.72 11,121.81 75,348.91
Mileage expense 379.00 768.00 - 300.30 - - - - 1,447.30
Miscellaneous expense - 111.70 450.00 - - - 186.12 35.05 782.87
Parking 742.77 2,299.00 1,376.00 - - - 118.00 - 4,535.77
Telecommunication expense 40.75 1,848.04 570.75 13.42 66.72 200.85 801.79 203.44 3,745.76
Taxi Fare 539.01 2,648.69 1,458.20 30.00 1,524.86 1,447.40 1,080.70 1,201.16 9,930.02
Train Fare 318.00 - 4,584.75 127.00 - - 10,362.00 8,908.00 24,299.75

Total $ 7,896.12 $ 49,079.35 §$ 42,611.76 $ 8,245.82 $ 21,051.14 $ 19,118.75 §$ 42,857.73 $ 22,296.94 $ 213,157.61




