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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
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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).
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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.
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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
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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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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) | -]
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