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HONORABLE MARY JO HESTON

HEARING DATE: May 22, 2020
HEARING TIME: 10:00 A.M.

LOCATION: Telephonic
RESPONSE DATE: May 21, 2020

UNITED STATES BANKRUPTCY COURT 
WESTERN DISTRICT OF WASHINGTON 

In re: 

PNW HEALTHCARE HOLDINGS, 
LLC, et al., 1

DEBTOR

Chapter 11 
Lead Case No. 19-43754-MJH 
(Joint Administration Requested) 

DEBTORS’ STATEMENT FOR STATUS
CONFERENCE ON SECOND MOTION TO
EXTEND EXCLUSIVE PERIODS FOR
FILING AND CONFIRMING PLAN 

1 The Debtors in the above-captioned chapter 11 cases, along with the last four digits of each Debtor’s federal tax 
identification number, are: PNW Healthcare Holdings, LLC (9801); North Auburn Health, LLC dba North Auburn 
Rehabilitation & Health Center (3159); Sequim Health, LLC dba Sequim Health & Rehabilitation (7737); Bremerton 
Health, LLC dba Bremerton Convalescent & Rehabilitation Center (3188); Crestwood Convalescent-Port Angeles, 
LLC dba Crestwood Health & Rehabilitation Center (6565); Fir Lane Health-Shelton, LLC dba Fir Lane Health & 
Rehabilitation Center (7798); Forest Ridge Health-Bremerton, LLC dba Forest Ridge Health & Rehabilitation Center 
(4019); Meadow Park Health-St Helen, LLC dba Meadow Park Health & Specialty Care Center (9109); Cherrywood 
Place-Spokane, LLC dba Cherrywood Place (7776); Riverside Nursing-Centralia, LLC dba Riverside Nursing & 
Rehabilitation Center (3792); PNW Master Tenant I, LLC (9824); Franklin Hills Health-Spokane, LLC dba Franklin 
Hills Health & Rehabilitation Center (1763); Aldercrest Health-Edmonds, LLC dba Aldercrest Health & Rehabilitation 
Center (3827); PNW Master Tenant II, LLC (5319); Gardens on University-Spokane Valley, LLC dba The Gardens on 
University (1917); Puget Sound Healthcare-Olympia, LLC dba Puget Sound Healthcare Center (4419); Care Center 
East Health-Portland, LLC dba Care Center East Health & Specialty Care Center (8950); LaCrosse Health-Coeur 
d’Alene, LLC dba LaCrosse Health & Rehabilitation Center (8594); Ivy Court-Coeur d’Alene, LLC dba Ivy Court 
(3197); Cornerstone Healthcare Services, LLC (1265); and CRN Pool, LLC (9083). 
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I.  INTRODUCTION 

PNW Healthcare Holdings, LLC and its affiliates, as debtors in possession (collectively, 

the “Debtors” or “Cornerstone Healthcare”), in the above-captioned chapter 11 cases (collectively, 

the “Chapter 11 Cases”), hereby submit this statement in advance of the May 22, 2020, status 

conference on the Debtors Second Motion to Extend Exclusive Periods for Filing and Confirming 

Plan [Docket No. 518] (the “Motion”).2  This statement is filed solely to address the issues that 

the Court identified for consideration at the status conference, pursuant to the Court’s May 15, 

2020, order shortening time on the Motion [Docket No. 523] (the “Order Shortening Time”).  

The Order Shortening Time contemplated that the parties would file pleadings prior to the 

status conference addressing only the issues raised by the Court as relevant to setting a further 

hearing.  Nevertheless, MidCap, the Committee, and Canyon all filed lengthy objections to the 

Motion (the “Objections”).  In this statement the Debtors address only the issues relevant to the 

status conference.  The Debtors will address the Objections fully in a reply prior to the hearing on 

the Motion. 

By the Motion, the Debtors seek a further extension of exclusivity of only 60 days.  

Together with the prior extension of exclusivity, this would result in a total extension of exclusivity 

of only 120 days from the initial expiration of exclusivity.  This would be a total exclusivity period 

of eight months, or less than half of the total exclusivity period allowable under the Section 

1121(d)(2)(A).  For all the reasons set forth in the Motion, the Debtors believe this request is 

appropriate, and should not be controversial.  It is surprising that the Committee and MidCap 

believe that not only lengthy Objections, but also an evidentiary hearing, are appropriate or 

justifiable.  As set forth below, the Debtors submit that: (1) it is appropriate to set a hearing on the 

Motion in one to two weeks, to accommodate the request of MidCap and Canyon; (2) an 

evidentiary hearing on Motion is a monumental waste of estate resources, and the hearing should 

be held on the papers; and (3) the status quo of exclusivity should be preserved pending the hearing.  

2 All capitalized terms no defined herein have the meaning provided in the Motion. 
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II.  DISCUSSION 

A. Timing of Hearing on Exclusivity Motion 

The Debtors do not have any issue with MidCap and Canyon’s request that the hearing on 

the Motion be scheduled sooner rather than later.  Although not much time is needed for this, there 

does need to be sufficient time for the Debtors to prepare and file a reply, with sufficient time for 

the Court to review prior to the hearing.  The hearing should also be set for a date that allows for 

reasonable notice and an opportunity for other parties to respond.  While it is certainly likely that 

the parties who will take a position are limited to those that have already filed oppositions, other 

parties should not be precluded.  The Debtors respectfully submit that a hearing in the range of 

May 29 to June 5, 2020 would be appropriate.   

B. Preservation of Exclusivity Pending the Hearing 

The Debtors submit that it is appropriate to preserve exclusivity pending the hearing.  The 

amount of time involved is a matter of a few days to two weeks.  There will be no prejudice to any 

party, as no party has indicated that it is in a position to file a plan in that time period, and if any 

were, the short delay would not be prejudicial.3  Further, to the extent any party did attempt to file 

a plan, this would simply create confusion and wasted resources if the Motion is then granted.  The 

Debtors submit that the Motion provides a sufficient basis to justify preservation of the status quo 

pending a full hearing on the motion.  

Presumably this is uncontroversial.  MidCap and Canyon have both indicated that they do 

not object to preservation of exclusivity pending the hearing, provided that the hearing is not 

unreasonably delayed.  As set forth above, the Debtors believe that a hearing one to two weeks out 

is reasonable.  The Committee’s objection fails to address any of the issues identified by the Court 

for the Status Conference, so it appears that the Committee does not take a position on the timing 

3 Of the objectors, only Canyon suggests that it might be in a position to file a plan at any point in 
the foreseeable future. The Debtor is skeptical, especially since to date Canyon has never 
presented any plan proposal to the Debtors.  
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for the hearing.  Regardless, presumably the Committee would not oppose preservation of 

exclusivity pending a hearing in one or two weeks.  

C. Nature of the Hearing 

At the hearing held on May 15, 2020, counsel for the Committee suggested that the hearing 

on the Motion should be a full evidentiary hearing.  Although the Committee does not address the 

status conference issues in its lengthy Opposition, it appears this is still its position.  MidCap 

likewise takes the position that the Court should hold an evidentiary hearing on the Motion.  As 

the Court is well aware, evidentiary hearings on exclusivity are extremely rare, so it is remarkable 

that the objecting parties think that conducting one here is a justifiable use of resources.   

As set forth in the Motion, this is only the second request for an extension.  Further, it is 

only necessary at all because the Debtors agreed to compromise on their first request in an effort 

to be cooperative and avoid unnecessary litigation.  In their first motion for an extension of 

exclusivity, the Debtors requested a modest 120 day extension.  The Debtors then agreed to reduce 

the request to 60 days at the suggestion of the Committee, in order to avoid the need to litigate the 

issue, and for the sake of cooperation.  In total, the brief 60-day extension now sought by the 

Debtors would only extend exclusivity through the end of the 120 days the Debtors originally 

sought.  

Section 1121 allows for an extension of the Exclusive Filing Period for up to 18 months 

from the petition date.  The requested extension is only eight months from the petition date, or less 

than half of the total provided for under the Bankruptcy Code.  Given the relatively short amount 

of time that has passed, the required showing of cause is less than it would be after multiple 

extensions or toward the end of the eighteen months available under Section 1121.  The complexity 

of these Bankruptcy Cases also cannot be denied with a straight face.  They involve twenty-one 

Debtors that provide skilled nursing or assisted living care to more than a thousand residents, with 

an extraordinarily complicated “lease” structure, numerous asserted secured claims based the 
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complex transaction structure, and active litigation ongoing with the purported landlords.4  This is 

all in the context of the fact that the Debtors are operating through an unprecedented pandemic, a 

fact of which the Court can easily take judicial notice.  

Given these circumstances, an evidentiary hearing is would be a monumental waste of the 

Court’s time and the estates’ resources.  Given the administrative fees already incurred, as shown 

in the Committee professionals’ fees applications, this case does not need unnecessary evidentiary 

hearings.  The Debtors have only requested 60 days, and would be willing to entertain reducing 

that request to 45 days in order to avoid unnecessary litigation.  There is no reason why the Court 

cannot rule on the Motion based on the Motion and Objections, together with the supporting 

declarations and any reply filed by the Debtors.5

D. The Merits of the Objections 

The Court’s Order Shortening Time clearly contemplated that parties would only file 

papers addressing the issues identified by the Court relevant to setting a further hearing.  

Nevertheless, the Committee, MidCap, and Canyon all filed extensive Objections to the Motion.  

Needless to say the Debtors strenuously disagree with the arguments regarding exclusivity made 

in the Objections.  This is not, however, the place to fully address those arguments.   

It should be noted, however, that none of the Objections meaningfully acknowledge either 

the brief nature of the extension sought, or the unprecedented situation.  It also bears stating that 

the accusations of lack of communication are surprising, given that the Debtors’ professionals 

speak to the Committee professionals multiple times per week, and the Committee has to date 

4 The Debtors “lease” agreements are subject to characterization as assignments and/or disguising 
financing agreements. While these issues have not yet been presented to the Court, the Debtors 
intent to address them through an adversary proceeding.  Most of the secured claims other than 
MidCap are at most contingent guarantees, and based on liens that are likely subject to avoidance, 
adding further complexity to the plan process.  

5 To the extent the Court does set an evidentiary hearing, the Debtors of course reserves the right 
to examine the Committee’s witness, and demand that Canyon provide evidence regarding its 
alleged plan negotiations with the Committee, to the extent these negotiations are used as a basis 
by either Canyon or the Committee for opposing the Motion.  
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refused to involve the Debtors in its negotiations with Canyon.  As to Canyon, it is truly remarkable 

that Canyon would assert a lack of cooperation as a basis for opposing exclusivity, given that: (1) 

Canyon filed a motion for relief from stay seeking to take over the Debtors’ business two months 

into the case, despite receiving post-petition rent in full, and is continuing to litigate that motion; 

and (2) Canyon asserts that it has a plan proposal, but has never once communicated with the 

Debtors as to what that proposal might be or to negotiate with the Debtors.   

The Debtors will fully address the Objections in a separate reply prior to the hearing on the 

Motion.  

III.  CONCLUSION 

Based upon the foregoing, the Debtors respectfully request that the Court enter a 

scheduling order (a) setting a non-evidentiary hearing for a date convenient to the Court between 

May 29 and June 5, 2020; (b) setting a deadline for opposition from any parties who have not 

already filed oppositions, and for the Debtors to reply to all oppositions; and (c) preserving 

exclusivity pending the hearing.     

Date:  May 21, 2020 
Foley & Lardner LLP 

BY: /s/ Ashley M. McDow
Ashley M. McDow, WSBA #38900 

Counsel for Debtors and Debtors In 
Possession 
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