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Marcus Helt (admitted Pro Hac Vice) 
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555 S. Flower St., 33rd Floor 
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Telephone: 213.972.4500 
Email: amcdow@foley.com 
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Attorneys for Debtors-in-Possession 

HONORABLE MARY JO HESTON

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 REGARDING
PATIENT CARE OMBUDSMAN’S FIFTH
AND SIXTH REPORTS 

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 

On October 6, 2020, Patricia Hunter, the Washington State Long-Term Care (“LTC”) 

Ombudsman, in her capacity as the Patient Care Ombudsman (“PCO”) for this matter, filed the 

PCO’s Fifth Report.  On December 7, 2020, the PCO filed the PCO’s Sixth Report.  The United 

States Trustee has requested that the Debtors file a written responses to the PCO Reports to address 

the issues raised therein, including the PCO’s concerns regarding infection control and COVID-

19 outbreaks, staffing shortages, maintenance of buildings and safety, and communication.  The 

Debtors file this statement to inform the US Trustee, the Court, and all parties of measures that 

have been taken to address concerns raised in the PCO Reports. 

Managing fifteen care centers through an unprecedented pandemic has been an enormous 

challenge.  This has been true for all skilled nursing and assisted living facilities.  For Cornerstone 

Healthcare, however, this has been made all the more difficult by being in the midst of a Chapter 

11 reorganization during the pandemic.  At the onset of the Pandemic, Cornerstone Healthcare 

immediately implemented an infection prevention and control program at all facilities, which they 

have continued to update based on guidance from health authorities and medical directors.  

Although it has proven impossible to prevent COVID-19 infections at our centers, the Debtors are 

proud of the work that our management, and especially our front-line staff has done to prevent and 

control the spread of infection.   

Now that the vaccination program is rolling out, skilled nursing residents and staff are the 

highest level priority for vaccination under the Washington State COVID-19 Vaccination Plan 

administered by the Department of Health.  Vaccinations have begun at the Cornerstone 

Healthcare facilities, and the Debtors hope that the first dose will have been administered at all 

facilities very soon.  

/// 

/// 
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II.  DISCUSSION OF SPECIFIC ISSUES RAISED IN PCO REPORTS 

A. COVID-19 Response 

The PCO expressed concerns about certain issues relating to quality of patient care in the 

Debtor facilities as the COVID-19 pandemic continues, including reported outbreaks and resident 

deaths.  The Debtors have taken the following steps with respect to the affected facilities and have 

strengthened their overall infection prevention and control program.  

1. North Auburn 

The PCO’s Sixth Report raises concerns with regard to infection control at the North 

Auburn center, and a state citation related to the IPC program at North Auburn.  The citation 

suggests that there was not an infection control plan in place at North Auburn, which the PCO 

understandably expresses concern regarding.  Although there were deficiencies in execution 

(which have been corrected), there was an infection control plan in place.   

Cornerstone Healthcare developed and implemented an infection prevention and control 

plan at all facilities at the onset of the pandemic.  This included at North Auburn, which, like all 

other Cornerstone Healthcare facilities, has had an infection prevention and control plan in place 

since the pandemic began.  North Auburn had infection control surveys in April, with no citations, 

demonstrating that it had fully implemented the plan at that time.  

During the survey that occurred from September 9, 2020, to November 5, 2020, there were 

infection deficiencies as to three residents, which resulted from a failure to properly implement the 

infection control plan that was in place.  This gave rise to the statement of deficiencies discussed 

in the PCO’s Sixth Report.  As a part of the infection control plan, all residents are monitored for 

signs and symptoms of COVID-19 on a routine basis, tracked via the individual residents’ 

electronic medication and administration record.  While the residents noted in the statement of 

deficiencies did have interventions related to signs and symptoms of COVID-19, this information 

was not also recorded on a separate infection control line.  

These deficiencies have been corrected, pursuant to the plan of correction mentioned in the 

PCO’s Sixth Report.  
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2. Franklin Hills  

After experiencing a COVID-19 outbreak, the Franklin Hills facility addressed the issues 

and returned to compliance with state licensing requirements on the issues raised in the PCO’s 

Fifth Report, as confirmed by the state of Washington as of September 2, 2020.  After addressing 

this outbreak, Franklin Hills was COVID-free from September 11, 2020 for several months.  The 

Debtors immediately stopped new admissions upon confirmation of the first Covid-19 case.  In 

addition, the Debtors had the Washington Department of Health and the VA evaluate the facility, 

and have used an outside consultant to assist and verify improvements to infection control 

practices.  

Unfortunately, the Franklin Hills facility has not experienced a further COVID-19 

outbreak, starting on approximately December 19, 2020.  The Debtors have received a further 

citation in connection with his outbreak and testing procedures, and are working to remedy those 

issues.  

3. Ivy Court 

The Ivy Court facility has returned to COVID-free status on approximately September 7, 

2020, two months from the first case.  The Debtors addressed the issues raised in the citations 

identified in the PCO’s Fifth Report.  Regional nursing support to Ivy Court has been increased 

50%, and Cornerstone has also increased corporate level support).  The Debtors hired external 

consultants to assist and verify improvements.  The Debtors provide weekly status updates to the 

state of Idaho, and have added static spraying to supplement infection control measures. 

Unfortunately, after several months in which Ivy Court was COVID-free, the Debtors have 

now experienced new cases at the Ivy Court facility.  The Debtors’ staff and management are 

continuing to do everything they can to prevent spread and control the outbreak.  

4. Forest Ridge 

Subsequent to the dates covered in the PCO Reports, the Debtors received a citation 

connected to infection control at the Forest Ridge facility, following a survey.  The Debtors have 

had a significant number of positive COVID cases.  The Debtors are working to remedy the issues 
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raised in the citation, including ensuring proper logging of tests and mask fit tests.  Although this 

is not raised in the PCO Reports, the Debtors include it in the interest of full disclosure.  

5. Overall COVID-19 Prevention and Response Activities 

The Debtors have taken proactive measures to keep their vulnerable residents and 

healthcare personnel safe, including: 

 The Debtors added specific COVID-positive units upon the first confirmed case.  

The Debtors now have separate COVID Positive, Suspected/Monitoring, and 

Negative unites in each center. Every center has Negative and Suspected/ 

Monitoring units, and any resident coming from hospital or dialysis goes to the 

Suspected/Monitoring unit for 14 days.  Each center with confirmed COVID 

positive cases also has a COVID Positive Unit.  The units as separated physically, 

and have majority separate staff.  

 The Debtors have increased source control and improved use of PPE. 

 The Debtors added more than $100,000 in additional emergency supplies 

(including N95, Gloves, Gowns, Face Shields, alcohol wipes, and Sanicloth) at 

Corporate, Puget, and Franklin Hills locations. 

 The Debtors Implemented COVID-specific touch base calls three times per week, 

which are attended by Regional Directors, Executive Directors, Directors of 

Nursing, and facility infection control preventionists.  The purpose of the calls is to 

discuss updates on current information, share best practices, and discuss facility 

needs. 

 The Debtors have ensured that all regional nurses and chief nursing officers are 

infection control certified. 

The Debtors are committed to keeping their residents safe.  The two Debtor Facilities with 

positive cases that received IJ citations as identified in the PCO’s Fifth Report went through 

infection control surveys and were cleared.  The Debtors will ensure adequate funding, staffing, 
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training, and communication to address the ongoing threat to patient care caused by the COVID-

19 pandemic.  

As noted above, the vaccine rollout is finally occurring, and the vaccination program has 

started at a number of the Debtor facilities, with the rest expected this month. 

B. Staffing and Response 

The PCO reported concerns from local Ombuds about staff shortages and reviewed 

documents provided by the state licensing entity regarding citations for staff shortages.  The PCO 

further reported that in two of the facilities, the citations on staff shortages were related to 

deficiencies in infection control.  Staffing is a constant challenge for all skilled nursing facilities, 

and this is particularly true in more rural locations. 

The Debtors have taken the following steps to address staffing concerns: 

 The Crestwood Facility (Port Angeles, Washington) has a difficult geographic 

staffing issues.  It is not in a major market, does not have staffing agencies which 

can support it, and lacks any Certified Nursing Assistant (“CNA”) training schools 

outside those which the Debtors implemented jointly with the Sequim facility.  In 

response, the Debtors have increased wages, implemented a scheduling app, 

created a labor tracking tool, brought in a new Director of Nursing, purchased 

recruitment software, and created a Facebook employment webpage in order to 

address staffing issues. 

 The Forest Ridge Facility historically lacked consistent nurse leadership.  This has 

been addressed, and the facility has now had a Director of Nursing at the center for 

over 5 months.  This facility is also in a difficult staffing market (the largest 

employer is naval shipyard with wages starting $8 dollars more than the Facility).  

These were the primary reasons for lack of hires and high turnover.  In response, 

the Debtors increased wages in August 2019 to help with recruitment and opened a 

CNA training school with a sister facility.  In addition, a staffing agency was 

approved to back fill and was been used at the Forest Ridge center for several 
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months.  More recently, Forest Ridge was able to cease using the staffing agency 

to provide staff in July 2020, based on the Debtors’ effects, and a retention rate of 

new CAN hires of more than 80%.  

 In response to staffing shortages at some facilities, the Debtors created a team of 

local traveling nurses.   The Debtors now have up to six nurses that work in COVID 

positive and other staffing challenged centers. 

 The Debtors have rented three homes to accommodate out-of-state nurses, and now 

have three nurses from out of state living in the Spokane house and providing 

nursing services to the Debtor facilities. 

 The Debtors’ management has daily staffing calls with challenged centers, and 

weekly calls with all centers on labor issues. The agenda for weekly staffing calls 

includes not only numbers, but also what the centers are doing for the staff to 

improve staff satisfaction and retention. 

 The Debtors are paying $5 per hour additional HERO pay to all frontline staff in 

their COVID positive centers, to thank them for their dedication and resolve. 

 The Debtors signed two new CNA training center partnerships in Bremerton and 

Auburn, Washington.  Those partnerships will provide increased access to certified 

nursing assistants by allowing Cornerstone to sponsor its own students. 

 The Debtors are internally training approximately 40 new CNAs monthly. 

 The Debtors have increased staffing agency hours to 1600 per month to increase 

support for staffing-challenged buildings. 

C. Safety / Maintenance 

The PCO reviewed records that showed a pattern in multiple facilities regarding safety and 

maintenance concerns in a number of the buildings.  This included citations from the fire marshal 

related to storage of gas tanks, not performing to standard on fire drills and evacuation plans, and 

electrical issues.   
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The Debtors have added the following measures to address safety and maintenance 

concerns: 

 The Debtors Implemented a new capital expenditures tracking program and process 

in July 2020. 

 The Debtors spent nearly $150,000.00 on capital expenditures to address 

maintenance issues during the 120 days through the end of August 2020.  

 The Debtors conduct a weekly review across the company of the status of all 

preventative maintenance. 

 The Debtors also conduct a weekly review of emergency preparedness compliance, 

tracking successful completion of tasks. 

The Debtors have been confirmed by the applicable States to be in compliance with life safety 

standards at all centers except Ivy, where the Debtors are awaiting a follow-up visit from the State. 

While the Debtors are making every effort to addressing maintenance issues now, 

especially any that affect safety, the Debtors believe that it is essential that the successful plan 

sponsor commit a significant investment in capital expenditures.  

D. Communication 

In response to the communication issues raised in the PCO’s Fifth Report, the Debtors 

increased regional and corporate visits to centers in Q3 and Q4 in order to directly address 

communication issues.  The Debtors have developed facility-specific letters for residents and 

responsible parties to improve communications on changes in in policies, updates, COVID 

contingency planning etc.  The Debtors have also hired additional front desk staff to answer phones 

for increased hours of coverage. 

As described in the PCO’s Sixth Report, the Aldercrest center in particular has had ongoing 

issues with its telephone systems.  This has not been remedied by installation of a much needed 

new phone system.  

The Debtors have taken multiple steps to address these issues in both the short and longer 

term.  Fully addressing the issue required installation of an entirely new telephone system, at 
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substantial cost, which has been a challenge during the bankruptcy case.  This is reflective of the 

overall need for significant additional investment in capital expenditures, which the Plan Sponsor 

has committed to fund.  In the interim, pending installation of the new phone system, the Debtors 

attempted to mitigate the issues with the existing phone system as much as possible.  Most 

residents prefer to use cell phones, and are able to order phones through Washington State 

Medicaid.  The Debtorsalso hired a new receptionist at Aldercrest to ensure that calls are answered 

and received by residents. 

The Debtors contracted for a new telephone system at Aldercrest, but issues including the 

pandemic delayed installation.  The new telephone system has been installed, and should resolve 

the communication issues raised in the PCO report.  

E. Death of Crestwood Resident 

The PCO’s Sixth Report briefly discusses the death of a resident of the Crestwood center, 

who was found in Port Angeles.  It is important to understand the context.  The resident died 

outside of the center, not in the care of the facility.  The resident’s records indication that cognitive 

impairment did not contribute to his leaving the facility. The facility had conducted standard 

interviews to determine mental status in July and again in August 2020.  The results indicated that 

the resident did not have cognitive impairment.  The Debtor facilities are the residence of their 

residents.  The Debtors do not have the legal right to prevent a mentally competent resident leaving 

the facility.  This resident had previously indicated his desire to leave the facility, and there was 

discharge planning in place.  While the resident’s death was a tragic, it is not something the facility 

was in a position to prevent, given that he was free to leave the premises and not mentally impaired.  

F. Alleged Assault of Forest Ridge Resident by Roommate 

As set forth in the PCO’s Sixth Report, a staff member at the Forest Ridge center reported 

an assault by a resident against his roommate.  The resident accused of the assault had been a 

resident since approximately June 2020.  There was no indication in his pre-admission paperwork 

of violent behavior, and no prior incidents at the facility.  When the incident occurred, center staff 

intervened immediately, made sure that the victim was protected, contacted the police, and 

Case 19-43754-MJH    Doc 1159    Filed 01/19/21    Ent. 01/19/21 09:35:33    Pg. 9 of 10



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28 DEBTORS’ RESPONSE TO PCO Foley & Lardner LLP 
REPORTS, Page 9 555 South Flower St., Suite 3300 

Los Angeles, CA 90071-2418 
Phone: 213-972-4500 

Fax: 213-486-0065 
4842-5607-8798.1 

reported the incident to all required state entities.  The Debtors also conducted an internal 

investigation of the incident, and shared the findings with all appropriate agencies.  

III.  CONCLUSION 

The Debtors are dedicated to providing high quality and compassionate care to their 

residents.  As part of their commitment to providing that high level of care, the Debtors have taken 

action to address the issues raised in the PCO Reports, as discussed above.   

DATE: January 19, 2021 Foley & Lardner LLP

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

Proposed Counsel for Debtors and Debtors 
In Possession
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