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

DALLAS DIVISION 

In re: Chapter 11 

Senior Care Centers, LLC, et al.,1 Case No. 18-33967 (BJH) 

Debtors. (Jointly Administered) 

Senior Care Centers, LLC, a Delaware limited 
liability company, and PM Management - 
Frisco NC, LLC dba Victoria Gardens of 
Frisco, a Texas limited liability company, 

Adv. No. 19-03240 (BJH) 

Debtors/Plaintiffs, 

v. 

Alex M. Azar II, in his official capacity as 
Secretary, United States Department of 
Health and Human Services; and Seema 
Verma, in her official capacity as 
Administrator, Centers for Medicare and 
Medicaid Services, 

Defendants. 

DECLARATION OF MICHAEL BEAL, CHIEF OPERATIONS  
OFFICER OF PLAINTIFFS, IN SUPPORT OF TEMPORARY 

RESTRAINING ORDER 

I, Michael Beal, hereby declare under penalty of perjury 

1. I am the Chief Operations Officer (“COO”) of Senior Care Centers, LLC Senior 

Care Centers, LLC, and PM Management - Frisco NC, LLC dba Victoria Gardens of Frisco (the 

1  The Debtors in the Chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 
number, are set forth in the Order (I) Directing Joint Administration of Chapter 11 Cases, and (II) Granting Related 
Relief [Docket No. 569] and may also be found on the Debtors’ claims agent’s website at 
https://omnimgt.com/SeniorCareCenters. The location of the Debtors’ service address is 600 North Pearl Street, Suite 
1100, Dallas, Texas 75201. 

Case 19-03240-bjh Doc 4 Filed 12/19/19    Entered 12/19/19 14:01:10    Page 1 of 8



2 
71681693.6 

“Plaintiffs” and “Debtors”) in the above-captioned chapter 11 cases (collectively, the “Chapter 

11 Cases”).  

2. In my capacity as COO of the Plaintiffs, I have personal knowledge of, and am 

familiar with, the business affairs, day-to-day operations, books and records, and financial 

condition of the Plaintiffs.  

3. As COO, I am authorized to make this declaration (the “Declaration”) in support 

of the Plaintiffs’ Application for Temporary Restraining Order (the “Application”) on behalf of 

the Plaintiffs. Except as otherwise indicated herein, all facts set forth in this Declaration are based 

upon my personal knowledge, my consultation with the Debtors’ employees, agents, attorneys, 

and advisors,  my review of relevant documents, or my opinion based upon my expertise, 

experience, and knowledge of the Debtors’ business and financial condition. References to the 

Bankruptcy Code, the chapter 11 process, and related legal matters are based upon my 

understanding of such matters in reliance on explanations provided by and the advice of counsel. 

If called upon to testify, I would competently testify to the facts set forth in this Declaration. 

4. As of the Petition Date, Debtor Senior Care Centers, LLC (“SCC”) was the largest 

operator of skilled nursing facilities and assisted living facilities in the state of Texas. As of the 

Petition Date, the Debtors operated over one-hundred facilities in Texas and Louisiana, with four 

primary operating divisions: post-acute care, long-term skilled nursing care, assisted living, and 

Alzheimer’s & Memory (Dementia) Care. One of the facilities operated by the Debtors is located 

at 10070 Rolater Drive, Frisco, Texas 75035 (the “Frisco Facility”). The Frisco Facility is 

operated by Victoria Gardens.  
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5. Many of the services the Debtors provide are for patients who are Medicare 

beneficiaries for which Debtors are reimbursed through the Medicare program established by Title 

XVIII of the Social Security Act, 42 U.S.C. §§ 1395-1395lll. 

6. Victoria Gardens and CMS are parties to a provider agreement (the “Provider 

Agreement”), pursuant to which Victoria Gardens is able to serve and care for patients that are 

covered by Medicare, Medicaid, and Medicare Advantage.  

7. On or about June 9, 2019, the Frisco Facility was severely damaged in a storm and 

was forced to shut down and cease operations. With permission of CMS, Victoria Gardens safely 

moved all patients at the facility to other locations so that repairs could be made.  

8. On or about June 21, 2019 he Texas Health and Human Services Commission 

(“HHSC”) conducted a survey of the Frisco Facility. On July 9, 2019, the Debtors received a letter 

from HHSC which asserted that two categories of deficiencies present at the Frisco Facility. First,  

certain health code violations, which were no longer relevant due to a follow-up survey conducted 

on December 9, 2019. Second, certain “life safety” deficiencies which were related to the storm 

damage (collectively, the “Life Safety Deficiencies”). Victoria Gardens was required to submit a 

Plan of Correction (“POC”) by July 19, 2019. HHSC threatened that the Provider Agreement 

would be terminated “effective December 21, 2019 if substantial compliance is not achieved by 

that time.” Victoria Gardens submitted the POC on July 19, 2019. HHSC informed Victoria 

Gardens that the POC would not be reviewed because the Frisco Facility did not currently have 

patients.  

9. Separate from these processes, on or about July 15, 2019, Victoria Gardens 

requested CMS approval of a temporary closure of the Frisco Facility. On July 22, 2019, CMS 
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sent a letter to Victoria Gardens approving a temporary closure of the Frisco Facility for the dates 

of June 21, 2019 through December 31, 2019.  

10. From the date of the storm through the date hereof, the Debtors have diligently 

worked to repair the Frisco Facility. However, due to the amount of damage and the enormity of 

the repairs, the date of completion, and passing the necessary inspections to re-open, may exceed 

the amount of time provided by CMS.  

11. To the best of the Debtors’ knowledge, all construction and repairs on the Frisco 

Facility are complete and it will be ready to serve patients as soon as all required inspections are 

passed. These inspections relate only to the storm-related Life Safety Deficiencies. The Frisco 

Facility may re-open in the next few days, however, it may take until the beginning of 2020 due 

to the limited availability of inspectors during the holiday season.  

12. In early December 2019, the Plaintiffs requested a short 30-day extension of the 

six-month deadline to complete the repairs and move patients back into the Frisco Facility and 

pass the required inspections. Instead of granting this extension, on December 10, 2019, Victoria 

Gardens received a letter from CMS granting a 5-day extension and stating that the provider 

agreement between Victoria Gardens and CMS would be terminated on December 26, 2019 if the 

facility was not re-opened and re-certified (the “Termination Notice”). This may not be enough 

time for the Frisco Facility to pass the numerous required inspections. If Defendants terminate the 

Provider Agreement with Victoria Gardens, it will cause the Plaintiffs irreparable harm and will 

potentially jeopardize implementation of the confirmed Plan. 

13. The operation of the Frisco Facility is imperative to the Debtors’ implementation 

of the Debtors’ plan of reorganization. See Exhibit A to the Notice of Filing of Solicitation Version 

of Disclosure Statement for the Third Amended Joint Plan of Reorganization Under Chapter 11 of 
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the Bankruptcy Code [Docket No. 2094] (as may be amended and/or supplemented, the “Plan”) 

and Findings of Fact, Conclusions of Law, and Order Confirming Third Amended Joint Plan of 

Reorganization Under Chapter 11 of the Bankruptcy Code [Docket No. 2376] (the “Confirmation 

Order”).  

14. The termination of the Provider Agreement would create a financial crisis for the 

re-opened Frisco Facility, Victoria Gardens, and the Debtors as a whole.  

15. If CMS revokes the Provider Agreement, it may take six-months or more after 

construction is completed for the Frisco Facility to be recertified to serve Medicare patients. 

Moreover, the expense of recertification is costly. 

16. During this time, Victoria Gardens will not be able to bill Medicare for treating 

Medicare patients until after a provider agreement is reacquired. This delay could last longer than 

six months. If Victoria Gardens has to wait six months or more before it can bill for its services, it 

will suffer a tremendous financial hardship. Thus, even when the Frisco Facility is recertified, the 

wait will cause Victoria Gardens and the Debtors irreparable harm.  

17. The Debtors are required to comply with the NFPA Life Safety Code, 2012 edition. 

Victoria Gardens’ life-code certification is currently classified under Chapter 19 for existing health 

care occupancies. If Victoria Gardens loses its certification, it will be forced to re-apply under 

Chapter 18 for “new” health care occupancies. Chapter 18 contains more stringent building code 

standards. Upon information and belief, upgrading the Frisco Facility to meet current day CMS 

building code standards will cost the Debtors millions of dollars, thus adversely effecting Debtors’ 

ability to reorganize under the Plan.  
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18. Additionally, if Victoria Gardens is forced to re-apply as a new applicant, it may 

take 6-9 months before it is allowed to treat patients covered by Medicare and will cost hundreds 

of thousands of dollars in additional compliance costs.  

19. Certain Debtors including SCC and Victoria Gardens are parties to that certain 

Amended and Restated Credit and Security Agreement dated June 21, 2017 (as amended, restated, 

modified, or supplemented from time to time, the “HUD Credit Agreement”) with CIBC Bank 

USA as Lead Arranger, Administrative Agent, and Lender (the “Administrative Agent”),2 and 

CIT Finance LLC, Wells Fargo Bank, N.A., MB Financial Bank, N.A., Bankers Trust Company, 

and Compass Bank as lenders (together with Administrative Agent, the “Lenders”). The HUD 

Credit Agreement provided the applicable borrowers with a revolving credit loan (the “HUD 

Revolver”). The HUD Revolver is the primary source of funds used by the Debtors to finance the 

construction and operation of the Frisco Facility.  

20. The HUD Credit Agreement states that it shall be an event of default if “any 

Governmental Authority shall have revoked any license, permit, certificate or Medicaid or 

Medicare qualification pertaining to any Project, regardless of whether such license, permit, 

certificate or qualification was held by or originally issued for the benefit of any Borrower, a lessor 

or any other Person, the revocation of which could reasonably be expected to have a Material 

Adverse Effect.” 

21. If the Provider Agreement is terminated, the Debtors may be in default under the 

HUD Credit Agreement. If the Administrative Agent declares a default under the HUD Credit 

Agreement, it may be able exercise certain rights and remedies against any of the collateral of the 

2  The HUD Credit Agreement was originally executed by The PrivateBank and Trust Company, predecessor in 
interest to CIBC Bank USA.  
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Debtors who are parties to the HUD Credit Agreement. Such remedies include the potential to 

foreclose on Victoria Gardens and cause the Debtors irreparable harm.  

22. Moreover, Debtors entered into that Master Lease Agreement dated May 11, 2016 

(“Lease”) with Annaly3 (“Landlord”) whereby Debtors lease the property where Victoria Gardens 

is located from Landlord.  

23. The Lease states that it shall be an Event of Default (defined in the Lease) “if Lessee 

ceases to maintain in effect any license, permit, certificate or approval necessary or otherwise 

required to operate any Facility in accordance with its Primary Intended Use, or if there is a 

voluntary or permanent and unappealable termination of Medicaid or Medicare provider 

agreements.” 

24. If the Provider Agreement is terminated, the Debtors may be in default under the 

Lease. If the Landlord declares a default under the Lease, the Landlord may be able to foreclose 

on Victoria Gardens and cause the Debtors irreparable harm.  

25. If a TRO is not entered immediately, and CMS is allowed to terminate the Provider 

Agreement, the Debtors and their estates will be irreparably harmed. Without the extension, 

Debtors will be negatively impacted in its ability to re-open the facility and continue to operate, 

which will negatively impact the value for all stakeholders.  

3  CHI Javelin LLC, CHI Javelin Winters Park LLC, CHI Javelin Denison LLC, CHI Javelin Frisco LLC, CHI Javelin 
Allen LLC, and CHI Javelin Vista Ridge LLC (collectively, “Annaly”). 
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I certify under penalty of perjury under the laws of the United States that, to the best of my 

knowledge and after reasonable inquiry, the foregoing is true and correct. 

Executed this 19th day of December, 2019 
Dallas, Texas 

 Senior Care Centers, LLC 
Debtors and Debtors in Possession 

/s/ Michael Beal
Michael Beal 
Chief Operating Officer 
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