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IN THE CHANCERY COURT FOR LEWIS COUNTY
AT HOHENWALD, TENNESSEE

IN RE:

SENTINEL TRUST COMPANY No. 4781

BRIEF IN SUPPORT OF OBJECTION TO DENIAL OF
RELIANCE HEALTH CARE/RECEIVER’S CLAIM

Comes now Reliance Health Care Management, Inc. (“Reliance”), through
counsel of record and in its capacity as court-appointed Receiver in Sentinel Trust
Company v. Park Place, Ltd. and Tyler Health Facilities Development Corporation, Dist.
Court of Smith County, Texas, Case No. 99-2572-A (the “Park Place Receivership
Case”), relative to the Park Place Nursing Center nursing home property which was
located at 2450 East Fifth Street, Tyler Smith County, Texas (the “Tyler Park Place
Property”), and submits the following Brief in support of its objection to the denial of its
claim filed in this case.

HISTORY OF PARK PLACE RECEIVERSHIP

Tn 1999 Scntinel Trust Company (bcfore this receivership) filed suit in Texas to
preserve collateral and asked the Court to authorize the receiver there, Tri-Health, to take -
steps to preserve and sell the collateral. Pursuant to Sentinel’s request and the Court’s
orders the receiver continued the operations of the nursing home collateral until sold. In
the course of continuing the operations during the receivership certain parties provided
services and supplies to the nursing home in anticipation of payment for same. When

Tri-Health handled the sale of the nursing home in September, 2003 the proceeds wete
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primarily used to pay the expenses incurred in operating the Collateral and administering
the receivership. However, Tri-Health turned possession of more than $425,000 of the
funds (this is an estirate-Sentinel/Receivership Management should have the exact dollar
amounts and dates received) over to Sentinel Trust Company. On or about the time of
the sale in September, 2003 Sentinel became aware of potential unlawful conduct on the
part of principals of Tri-Health. Sentinel asked the Texas court to replace Tri-Health as
receiver and an order was entered replacing Reliance Health Care Management, Inc. as
receiver on December 9, 2003.

Sentinel kept in its bank account(s) approximately $425,000 of the funds Tri-
Health sent to Sentinel out of the Tyler Park Place sale proceeds. Sentinel distributed the
remainder it had received from Tri-Health to bondholders. Upon information and belief,
as of the time that Receivership Management, Inc. took over Sentinel Trust Company,
Sentinel Trust Company hcld approximately $425,000 in funds which Sentinel reccived
from the Park Place Receivership. Upon information and belief, these funds were
retained by Sentinel in part because it was unclear as to whether Tri-Hcalth had properly

. distributed the sale proceeds and in part to ensure that funds would be available in the
event there arose or remained outstanding obligations related to the opcration of the Tyler
Patk Place Property Collateral and administration of the Park Place Receivership. In fact,
in approximately November, 2004, Sentinel (then through its receiver Receivership
Management, Inc.) asked the Texas court to establish a proof of claim process and
deadlines, presumably to finalizc any potential outstanding claims related to the Tyler
Park Place Receivership. On November 4, 2004, the Texas court established this process

and required potice to all “post-reccivership” creditors, meaning the creditors who
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claimed they were owed monies for which the debt was incurred during the time when
Sentine] asked and the Court authorized the Tri-Health receiver to con.tinﬁe to operate the
Collateral and related to the sale of the Collateral. See order of November 4, 2004,
attached hereto and incorporated by reference). Numerous creditors filed post-
receivership claims in the Park Place Receivership.

There were very limited funds left for payment of obligations owed to post-
receivership creditors in the Tyler Park Place Receivership. When the current receiver,
Reliance, became aware that funds had been held by Sentinel/Receivership Management,
Inc., and that there would be a claims process in the Sentinel case, the receiver elected to
try to recover those funds via the Sentinel Receivership claims process, on the basis that
these finds belong to the Texas receivership for payment of post-receivership claims and

Sentipel in such surs as the Texas court deems proper.

PARK PLACE RECEIVERSHIP ORDERS APPOINTING RECEIVERS

In 1999 Sentinel Trust Company (“Sentinel”) sought the appointment of a
receiver for the Tyler Park Place Property to preserve its collateral for bonds issued
relative to the property. A copy of the November 19, 1999 Order appointing the first
receiver in the Park Place Receivership, Tri-Health Services, Inc. (“Tri-Health™) is
attached hereto as Exhibit A and incorporated by reference. This ori ginal order
authorized Tri-Health to “take complete possession of all property and instruments. ..and
the income, profits, including without limitation the cash on hand to operate the
Project...” and to “receive, collect and preserve all incomes, profits and other revenues
generated from the Collateral™, to “pay over to Sentinel all excess revenues” (page 6 of

the November 19, 1999 Order). The order directs the receiver to “institute, prosecute,
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defend and settle such legal proceedings as the receiver deems necessary relating to
the...collection of rents or other payments of any description past due, currently due, or
hereafter to become due...” (page 8 of the Order). The order further authorizes the
receiver to “generally do, execute, and perform any other act, deed, matter, or thing
whatsoever that the Receiver reasonably deems ought to be done, executed, and
performed in and about or with respect to the Collateral and its revenues” (page 9 of the
Order).

On December 9, 2003, the Court entered an Order substituting Reliance Health
Care Management, Inc. as receiver in the Park Place Receivership. A copy of the Order
is attached hereto and incorporated by referencc.

THE PARK PLACE RECEIVER’S PROOF OF CLAIM IN THE SENTINEL
RECEIVERSHIP

It is the Park Place Receiver’s position that it is fundamentally unfair for Sentinel
 to take actions to preserve the Collateral, permit services to be rendered and debts to be
incurred in preserving the Collateral, ther collect the proceeds from the sale of the
Collateral without paying those remaining claimants who are owed monies relative to
the post-receivership operation of the Collateral and administration of the recejvership
suit. Sentinel, by its receiver, contends that the service of notice on the individual
Park Place claimants and their failure to present an individual proof of claim is sufficient
to bar them from their claims. The Receiver disagrees that this is the exclusive method
by which these claimants are entitled to recover these monies. These ¢laimants are
entitled to rely on the Receiver to collect all monies that belong in the Park Place
Receivership for payment to claimants. Pursuant to the abovc-described orders the

Park Place Receiver has ample authority from the Texas Court to take all steps necessary
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to pursue monies for purposes of paying claimants and Sentinel in such manner as is
ordered by the Texas Court. That is precisely what this Receiver is doing and the
Receiver therefore respectfully moves that the Court sustain the Receiver’s objection and
approve the Receiver’s claim. Once approved, the Court should require Sentinel, through
its receiver, to identify the amounts received and remaining in its possession relative to
the Park Place sale proceeds and should order such amounts distributed to the Park Place

Receiver for distribution by the Texas Court in the Park Place Receivership.

Respectfully submittcd,

RELIANCE HEALTH CARE MANAGEMENT, INC,,
RECEIVER

KEATON & TURNER .

Landis Tumer, BPR # 3299
102 North Court Street

P. O. Box 789

Hohenwald TN 38462
Phone: 931-796-2264
Facsimile: 931-796-5961
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CERTIFICATE OF SERVICE
1, Landis Turner, do hereby certify that a true and correct copy of the foregoing

has been mailed with sufficient postage thereon this 12th day of May, 2006, to the

following:

Jeanne B. Bryant, Receiver
Receivership Management, Inc.
215 Centerview Dr., Suite 133
Brentwood, TN 37207

J. Graham Matherne

2525 West End Avenue
Suite 1500

Nashville, TN 37203-1423

Landis-Tiirer
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NO, 99-2572-A
SENTINEL TRUST COMPANY, )  INTHEDISTRICT COUREOR = o
) —- = a5
Plaintifr, ) T g 37
) L Oxd
Ye )  SMITH COUNTY, - a
> g
PARX PLACE, L'TD, and ) g Eg
TYLER HEALTH FACILITIES ) o X
DEVELOPMENT CORPORATION ) 7% JUDYCTAL DISTRICT b
Defendants. ; .

This mattet vame before the Court fwomph the filing by Seatinel Trnst Cormpazy in
Reveivership (“Sentincl”) of a2 Motion to Bstablish Proof of Clsim Procedore and Timeframes
Including Setting of a Bar Date for Submissian of Proof of Claim ("Motion™). That Motion
seeks gn order (2) establishing 8 proof of claim procedure for post-recelvenlip creditors to
submit claims to the Recciver, Reliance Healthosre Muunsgement, Inc, CRatiance”),
(b) establishing & final Proof of Claim Bar Date for submisslan of ruch clxims, () approving the
Proof of Claim form, (d) approving the form of & corespondence that would be seat to sl post-
receivership ereditors known to Reliance that gives notioe of the Proof of Claim pmocess ("Notice
Letter”) and (e} spproving fhat, based upon infoemation concetning spplicable payment

| mimiﬁu,Mwﬂnthﬂkﬁbuﬁmmdmmufmmedﬁns,.mmd
of Cliim process be directed only to post-rooelvership creditors,

This Court, harving reviswed the Motion, finds as follows:

] 1. Given the priorities of payment zet forth in Texas CPRC § 64.051, given the
smolmtoffnndnuvaﬂableford!sm‘buﬂonmdyvmd:eamuuutsknownbbechhnedbypost |

mwmmumrmmwmmm«.mm“mwmmm Page1
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receivership creditors, the Proof of Claim procedure set forth herein nesd only be directed to
post-tecelvership creditors set forth in the secords of the Receiver and/or in Sentinel’s Motion.,

2. Bstablishing 2 Proof of Clalm procedure, inclnding the estsblishment of 2 Proof of
Claira Bar Dase by which post-receivership creditors nmst assert clakms against the receivemship
rstate, is mecessary and sppropriate for the efficient administration apd closure of this
reeiverehip proceoding,

3, Notice of titis Proof of Claim frocedure, fhrongh the Notice Letter from Reliznce
to all kuown, post-receivership creditors and others, as mentioncd o Sentinal’s Motlon, ia fuir
and rezzonsble and will give good and sufficient and dua notice to the post-receivership ereditors
of their rights and obligations in connection with sny claims fucy may ssscrt egainst the
recejvership estate.

THEREFORE, IT IS ORDERED that the Proof of Claim procedvire be dirccted only to
post-recgiverdiip creditors of the tecelvership estate o3 so forth in the records of the Recetver
and/or in Sentinel’s Motion, -

IT 1S FURTHER ORDERED that esch post-receivership creditor wishing to submit a
clﬁmngahstthe?ark?laceﬂ‘ylcr,Tmsnurshghmﬂcﬂitymmdnsninaﬂshionthntﬂze
Proof of Claim and snpporting decwmentztion be recelved by Relimnoe by 5:00 pam. C8.T. an,

December G, 2008 attho fotiowing sddress:

Raliroce Healhcare Managcment,

723 Parkway Street fos.
Conway, AR 72034

(501) 932-0050

(501) 9320056 (£x)
IT IS FURTHER ORDERED ﬂmteaohproofofclnimshallbesnhnﬁttad, in Eaglish, on

the Proof of Claim form set forth 2s Exhibit D 1o the Motion and putsuant to the instructons set

mmmmm:mwadnrmmmmmgmmmmuammm Peges

—— "
e
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mnhmmatmufofcmmmmmmoﬁoemaomxeummadmnnfwﬁvhiam
forth ag Exhibit £ to the Motion.

II‘ISFIJRTHERORDBP.'EDﬂmtu;nypmwenﬁWWhonhiuhﬁﬂstoﬁmolyﬁlea
Proof of Claim form with aitached suppo umgdocuwmmﬁonshaﬂnotbeu'eahdasamﬂmrof
thu:eceivhipeqtate.wmmtreceiw.mbeenﬁﬂadwmme.paymentordmm‘MOnﬁom
memezvmhipme.mdwinbubmd&nmassaﬁnawdﬁm*mmﬂiﬂsw
amounte it 2sscrts it is owed, '

HEMMOWMW[EWM&Q%MMDF
mtryofﬂaan:der,wﬂlscndtoalllmmpasbmﬁvmﬂpmedimn a copy of this Osder, &
Proof of Claim Sorm (ay pttached 25 Exhibit D to the Motian) md & Notice Lefter (s draf of
which Is sitached as Exhibit K to the Motlon).

IT 1 FURTHER ORDRRED that, within thoee wedks of Decenben 6 , 2004, Retimoo
wﬂlhavambndﬁedmmemmﬁﬂ:awpytonnpmmdmﬁﬁeswholwﬂchpmmwd
timely Proofs of Claim, a recommendation consersing payment of the fimds available to it,
Raﬂmcewmalsosnhmit,uthatﬁms,asmwmmofthafemmdexpensesﬂmithaﬂincmedm
this teceivership proceeding. Objection to Reliance’s filing nmst be submitted to tha Court
within twro weeks of the pubmission by Reliznce, Itwﬂlﬂ:snbeﬂ:rtheem:ntoﬁmhcrorder
Rellance a8 to the distdbution of the funda available to it and, upon certification of distribution

. and submizslon of final accounting by Reliansce, to spprove the discharge of Reliance and its
bondat & ,&'f‘!r date ba%ﬁd U M PFDPQP meafion ¥+
ho‘(’!c& Yo a(l iaterested P"-hqg

Order Establishing Procf of Claim Procodnrs aud Evtublishing Deadlines, Endodiag Proof of Claka Bar Pate  Paged
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State Bar #00790553
Ramey & Flock, P.C.
500 First Gity Place
P.O.Box 629 -
Tyler, TX 75702
(903) 587-3301

J. Graham Matheme

Wysit, Tarrant & Combg, LLP
2525 West End Avenue, Suite 1500
Nasbville, TN 37203-1423

(615) 244-0020

Counse] far Reoeivership Manapement, Ins.,
Recetver of Sentinel Trost Coropany, in Liquidation

KEATON&ETURNER

__WYATT, TARRANT & COMBS

,Muu@tazo_%
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NO. 99-2572-A

SENTINEL TRUST COMPANY,

Plaintiff,

SMITH COUNTY, TEXAS

vl

PARK PLACE, LTD., and TYLER HEALTH
FACILITIES DEVELOPMENT

CORPORATION,
7TH JUDICIAL DISTRICT

Defendants.

ORDER SUBSTITUTING RECEIVER

This maticr came on for consideration on the Emergency Motion To Substitute Recejver
(the “Motion”) filed hercin by Plaintifi, Sentinel Trust Company, s indenture frustee
(“Sentinel”). This Court, having reviewed the pleadings, considered the statcments of counsel,
and being fully advised in the premises, finds as follows:

1. Sentinel is a Tennessee corporation with its principal place of business located in
Hohenwald, T'enncssee. .

2. Sentine] is the indenture trustes for those munjcipal bonds issued in fhe original
principal face amount of $6,055,000 by the Tyler Health Facilities Development Corporation
(“Issuer”) on or about December 1, 1985 (the “Bonds” or the “Bond Issue™),

3. Among the assets securing the Bond Issue is that 120-bed, skilled nursing facility
located at 2450 East Fifth Street in Tyler, Texas, and all personal property located thereon (the
“Project™), including the revenues generated thereby.

4, Sentinel initiated this action by filing PlaintifP's Original Petition And Verified

Complaint For Appointment Of Receiver And Injunctive Relief seeking, among other things, the

9677724

13/35
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. a5 Collateral for the Bond Issye.

5. This Court has appointed Tri Health Services, Inc, l(“Tri Health” or the
“Receiver™), as receiver for the Coilateral, pursuanit to the Agreed Order Appointing Receiver
And Granting Injungtive Relief (the “Receivership Order”), which the Court entered in this case
on November 19, 1999. Upless otherwise indicated, sl] capitalized terms herein shall have the
same meam'ng'as ascribed to them in the Receivership Order.

6. All the ownership interests of the Borrower are currently held by Park Place
Holdings, Inc., an entity controlled by the Recejver pursuant to that Agreed Order Approﬁng
Settlement And Continuing Receivership which Was entered by this Court op December 14,
2000.

7. On July 24, 2002, at Seatinel’s request, this Court entered its Order Authorizing
Receiver To Engagg Listing Agent (the “Listing Order”). |

8. Oon Déccmbm 6, 2002, this Court entereq its Amended Order Authorizing
Receiver To Se]] Project (the “First Saje Order™) authorizing the Receiver to sell the Project.

9. The Receiver conducted the first sale on Janug.ty 13, 2003, at 1:00 p.m., local time
(the “First Sale Date”), at the offices of Thompson & Knight, LLP, 3300 Three Allen Center,
333 Clay Street, Houston, Texas, 77002,

10.  The first sale did not close.

11, Subsequently, an August 13, 2003, this Court entered its Amended Second Order
Authorizing Reeeiver To Sell Project (the “Second Sale Order™).

12. The Receiver conducted the second sale op September 15, 2003, at 1-00 pm,
local time (the “Second Sale Date”), at the offices of Thompson & Knight, LIP, 3300 Three
Allen Center, 333 Clay Street, Houston, Texas, 77002,

967773.4
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13.  The second sale closed on September 30, 2003,

85/15/2006 ©5:10

14.  On September 23, 2003, Sentinel leamed for the first time that James B, Koch, the
President of Tri Health, along with six other defgndants, had been indicted on August 28, 2002,
in the United States District Court for the District of South Carolina, on charges of Conspiracy to
Defraud Medicare and Obstruction of Criminal Investigation of Health Care Offenses, and that
Mr. Koch had entered into a plea agreement on September 16, 2003, whereby a guilty plea wag
entered as to a certain Jesser offense. Attached hereto as Group Exhibit A are true and comrect
copies of the indictment and plea agreement,

15.  As best this Court can ascertain, none of the charges relate to the Project or Tri
Health’s acﬁvities as Receiver in this case, Nevertheless, on October 1, 2003, Sentinel notified
M, Koch, as President of the Receiver, that Sentine] intended to asgk this Court to replace the
Receiver in this case as a result of such criminal chargcls and the plea agreement.

16.  Inlight of Mr. Koch's indictment and guilty plea, Sentinel believes, and the Court
is convinced, that Tri Health’s removal ag Receiver and the appointment of Reliance Health Care
Management, Inc, (“Reliance Health Care™) as Substitute Receiver (the “Substitute Receiver”) is
in the best interests of Sentinel, the receivership estate, and any other party who might assf:rt an
interest in the Project or other Collatera], Reliance Health Care has the requisite skill and
Tesources to be the Substitute Recejver in this case,

17. The substitution of Reliance Health Care for Tri Health, as Receiver, wil] not

result in any prejudice to the parties,
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immediate possession and control of the Project and other Collateral, including all cash,
proceeds, profits, and revenucs generated therefrom, cither now existing or hereafter acquired.

IT IS FURTHER ORDERED that the Substitute Receiver is hereby granted all the usual,
necessary, and incidental rights, powers, duties, authority, and protections ordinarily gfanted toa
receiver for the purposes of managing, operating, maintaining, and presemng the Collateral, and
which were previously pranted to the Receiver in the Receivership Order.

" IT IS FURTHER ORDERED that the Substitute Receiver is also hereby granted any and
all other rights as the Court may consider necessary, including but not limited to the powers
enumerated in the Receivership Order.

IT IS FURTHER ORDERED that the Substitute Receiver is hereby empowered to take .
all necessary action to sell any remaining Collateral, upon terms hereafter approvcd by Sentinel
and the Court

IT IS FURTHER ORDERED that the compensation of the Substitute Recciver shall be
paid in the same manner as the current Receiver in the amount of $85.00 per hour for
professional services and $40.00 per hour for non-professional services, and that the Substitute
Receiver shall be reimbursed for its cxpenses in accordance with the terms of the Receivership
Order,

IT IS FURTHER ORDERED that Tri Health is prohibited from interfering in any way
with the Substitute Receiver.

IT IS FURTHER ORDERED that Tri Health js prohibited from collecting, withdrawing,
transferring, conveying, concealmg or otherwise disposing of the Collateral, including but not
limited to any profits, revenues and proceeds generated from the Project and shall immediately

pay all profits, revenues and proceeds generated from the Project to the Substitute Receiver,

967773.4
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IT IS FURTHER ORDERED that Tri Health is prohibited from rernovmg any of the

B5/15/2006 ©5:10

Collatcml or destroying, removing, concealmg, changing or altering in any manner any of the
books or records relating to the ownership, posscssion or operation of the Project or other
Collateral. .

IT IS FURTHER ORDERED that Tri Health js required to pay and tun over
immediately to the Substitute Receiver, and to perform all acts necessary to transfer immediately
to the Substitute Receiver, all accounts receivable and other collectibles, all finds on hand in
cash, and all funds held in deposit accounts of or for the benefit of the Project, Recewer or
Borrower arising from the ownership, possession or operation of the Project or other Collateral,
and all keys, books, records, equipment, and other things in any manner rclated to the owrtership,
possession or operation of the Project or other Collateral,

IT IS FURTHER ORDERED that Tri Health shal] prepare a final written accounting of
all receipts, disbln'semcnté, and cxpenses incurred duting its tenure as Recejver (the “Final
Report?) to be filed with this Court and served upon all parties hereto within e (10) days of
entry of this Order. The Final Report shall include Tri Health’s fees anci expenses through the
date of such accounting, and shall specify that amount of fees and expenses which remaing
unpaid as of that date. Such Final Report shall also include (1) how much cash and accounts
receivable, if any, the Rece:ver is transfemng to the Substitute Receiver, and (2) the name and
address of any post-receivership creditors of the Project, as well as the amount and nature of any
outstanding liabilities asserted by such creditors, excluding those amounts due under the Bonds
and ad valorem taxes which have been asscssed against the Project or other Collateral,

IT IS FURTHER ORDERED that Tri Health shall file with the Cowrt and serve on
counse] for Sentinel and the Substitute Receiver, within ten (10) days afier entry of this Order, a
motion for discharge and fina fee application for fina] approval of all fees and expenses paid to

967773.4
5
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the Receiver during the pendency of the receivership, as well as for anty amounts Tri Health
claims are due and owing as of the filing of said motion (the “Final Fce Application™).

IT IS FURTHER ORDERED that the Substitute Receiver and/or Sentinel shall have the
right to object to such Final Fee Application, either in part or in its entirety, within thirty (30)
days after the filing of the Final Fee Appﬁcatfon.

| IT IS FURTHER ORDERED that if no objections to the Receiver’s Final Fee
Application are filed in this Conrt within thirty (30) days afier service of such Final Fee
Application, Tri Health may cancel its bond and shall be entitled to payment of its outstanding
fees and expenses as set forth in the Fiﬁal Fee Application, subject to this Court’s approval,

IT IS FURTHER ORDERED that the Substitute Receiver shall post a bond in the amount
of §10,000.00, with sufficient surety, prior to takmg possession of the Collateral and assuming
responsibilities as Substitute Receiver,

IT IS FURTHER ORDERED that the relief granted herein is without prejudice to the
other relief sought by Sentinel in this matter, or such other relief to which Sentinel is entitled
under the Agreement, at law or in equity.

IT IS FURTHER ORDERED that, upon proper motion and notice to all parties, any party
hereto or the Substitute Receiver may seek modification of this Order for cause,

IT IS SO ORDERED. A

ENTERED this .

8677734
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n R. Dacus
State Bar No. 00790553
RAMEY & FLOCK, P.C. -
500 First City Place
P.O. Box 629
Tyler, TX 75702
Telephone: (503) 597-3301
Facsimile: (903) 597-2413

and

David E, Lemke

Katie G. Stenberg

Wallet Lansden Dortch & Davis

A Professional Limited Liability Company
511 Union Street, Suite 2100

P.O. Box 198966

Nashville, Tennessee 37219-8966
Telephone: (615) 244-6380

Facsimile: (615) 244-6804

ATTORNEYS FOR SENTINEL TRUST
COMPANY, AS INDENTURE TRUSTEE

fo

J.SCOTT HOWARD

Sfgte Bar No. 10071500

BROWN McCARROLL LLP

1127 Judson Rd., Suite 220

PO Box 3999

Longview TX 75606

(903) 236-9800

FACSIMILE: (903) 236.8787

ATTORNEYS FOR TRIHEALTH SERVICES, INC.

967774

RECEIVED TIME NOV, 6. 4:57PM
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CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing has been served by First Class U.S. Mail,

properly addressed and postage prepaid, upon:

Sarah B, Foster

600 Congress Avenue, Suite 1600
Austin, TX 78701

(Attomeys for Park Place, 1td.)

Centers for Medicare and Medicaid
Services, f/k/a Health Care Financing
Administration, Dallay Regional Office
Attn: Mary Fairchild

1301 Young St., 8" Floor

Dallas, TX 75202

U.S. Department of Justice
950 Pennsylvania Avenue, Northwest
Washington, D.C. 20530-0001

TRICARE Management Activity
Support Office-Region 6

Wilford Hall Medical Center

59™ Medical Wing

2200 Bergquist Drive, Suite 1
Lackland AFB, Texas 78236-5300

Tri Health Services, Inc.

Attn: James E. Koch

2207 Hidden Valley Drive, Suite 103
Little Rock, AR 72212

Reunion Park, L.L.C.
Atin: John V. Rich, CEO
1401 Rice Road

Tyler, TX 75703

9677794

Michael E. Jones
P.0O. Box 359
Tyler, TX 75710

_ (Attomeys for Tyler Health Facilitics

Development Corporation)

Texas Department of Human Services,
Long Term Care — Regulatory, Facility
Enrollment Section

P.O. Box 149030

Austin, TX 78714-9030

Texas Department of Human Services,
Office of General Counsel (W-615)
Attn: Deborah Green

P.O. Box 149030

Austin, TX 78714-9030

MTYV Realty

Attn: David Vance

205 West Street

Bategville, Mississippi 38606

J. Scott Howard

Brown McCarroll, LLP

1127 Judson Road, Suite 220
Longview, TX 75601-5157

James B. Gillen, Jr.
Gillen & Anderson, P.C,
613 Shelley Park Plaza
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RCI Properties, Inc.
ATTN: Bradley H. Smith
1283 Boulevard Way
‘Walnut Creek, CA 94595

On this the L%ay of A/’VJ-J/ _, 2003.

/[

C

Reliance Health Care Management, Inc.
Attn: Brandon A. Adams

950 Hogan Lane, Suite 5

Conway, AR 72034
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CAUSE NO. 99-2572.4 ] NV T 9 1909
SENTINEL TRUST COMPANY, » )
' )
Plaintiff, )
)
\A )
)
PARK PLACE, LTD., and TYLER HEALTH )
FACILITIES DEVELOPMENT )
CORPORATION, )
) 7THJUDICIAL DISTRICT
Defendants, )

This cause came before the Congt on Plaintiff’s Verified Complaint For Appointment of

Receiver And Injunctive Relief, and the Court, having considered the Verified Complaint in thig

' action, makes the following findings of fact and conclusions of law:

1. Sentinel js a Tennessee corporation with its principal place of business located st
8122 Sawyer Brown Road, Nashville, Tennessee 37221.

2. Defendant Park Place, Ltd, (“Borrower”) is a Texas limited partnership with its
principal place of business located at 2450 East Fifi Street, Tyler, Texas 75701,

3. The Tyler Healih Facilities Development Corpotation (“Issuer”) is a Texas nonprofit
corporation organized by the City of Tylet, Texas, and existing pursuant to the Health Facilities

Development Act, Article 1528], Vernon’s Texas Civil Statutes,

4. Jurisdiction and venue are proper in this Court,

o2 V’m/ﬂ Pj/ (/q’7 &7,
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5. Issuer, Borrower, and Sentine] as trustee are the proper parties to that December 1,

05/15/2006 @5:18

1985 Loan Agreement (the "Loan Agreement”), as amended from time to time, that Building
Loan Agreement (the *Building Losn Agreement"), that December 20, 1985 Deed of Trugt Note
(the “Note"™), that December 1, 1985 Indenture of Trust and Security Agreement (the
"Indéﬂre"), that December 20, 1985 Deed of Trust and Security Agreement (and UCC
Financing Statement for Fixture Filing) (the “Deed of Trust™), aud certain UCC-1 Financing
Statements (collectively, with the Loan Agreement, Building Loan Agreement, the Note, the
Indenture, and the Deed of Trust, and all amendments to thereto, the "Loag Documents”), which
are the subject of and made » part of the Verified Complaint.

6. The purpose of the Loan Documents, and the finds loaned thereunder, was to finance
Bomrower’s acquisition, construction, and installation of a 120-bed, skilled aursing @e facility
located at 2450 East Fifth Street; Tyler, Texas (the "Project”). Pursuant to the Indenture, the
Issuer was authorized to issue $6,055,000 of Health Facilities Revenye Bonds, Series 1985

(collectively the “Bonds”), the proceeds of which were used to fimd the loan to Borrower,

7. Sentine] is the successor trustee under the Loan Documents, and the proper party to

enforce the rights thercunder,

the Project, including the following described Property in order to secure payment of the Bords,

and all other obligations of the Borrower under the Loan Documents:

(i) the land (the rea estate or any interest therein);

(i1) improvements (any and all buildings, structures, open parking arcas and other
improvemems, and any and al] accesgions, additions, replacements, substitutions or
alterations thereof or appurtenances thereto, now or at any time hereafier situate, placed
or constructed upon the Iand Or any part thereof);

501252.1 2
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Texas, including without limitation ali items of personalty to the exteqt that the same may
be deemed fixtures under applicable law);

(iv) personalty (all of the right, title and interest of Borrower in and to tangible
and intangible personal property, including all cquipment, inventory, goods, consumer
goods, accounts, chattel paper, instruments, money, general intangibles, documents,

remewals, cnlargements and proceeds thereof, substitutions therefor, and income and
profits therefrom. The following are inclu , without limitation, in the definition of
personalty; furnishing, building materials, supplies, machines, engines, boilers, stokers,
. pumps, fans, vents, blowers, dynamos, furnaces, elevators, ducts, shafls, pipes, furniture,
cabinets, shades, blinds, screens, plumbing, heating, air conditioning, lighting, lifting,
ventilating, refrigerating, cooking, medical, laundry and incinerating equipment,
partitions, drapes, catpets, rugs and other floor covetings, awnings, call and sprinkler

specifications, Surveys, rent rolls, books and records, finds, bank deposits and all other
intangible personal property);

occupancy, operation, maintenance, enjoyment or ownership of the mortgaged property,
save and except any and all leases, subleases of other agrecments pursuant to which
Borrower is granted a possessory interest in the land); and

5012521
52 3
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(vii) all rights, privileges, tenements, herediments, rights-of-way, easements,
appendages and appurtenances in anywise appertaining thereto, and al] right, title and
interest of Borrower in and to any street, ways, alleys, strips or gores of land adjoining
the land or any part thereof, which Borrower now owns or at any time hereafter acquires;

' (viii)  all betterments, accessions, additions, appurtenances, substitutions,
replacements and revisions thereof and thereto and all reversions and remainders therein;

(ix) all of Borrower's right, title and interest in and to any award, remuneration,
settlement of compensation heretofore mads or hereafier to be made by any govermmental
authority to Borrower, including those for any vacation of, or change or grade in, any
streets affecting the land or the improvements;

(including trademarks, service magks, trade names and symbols nsed in connection
therewith), and notes or chattel paper arising from or by virtue of any transactions;

by Borrower in or to the property demised under the lease creafing such leaschold estate
and including Botrower's rights, if any, to purchase the property demised under such
lease and, if fee simple title to any of such property shall ever become vested jn
Borrower, such fee simple interest shal] be encumbered by this Deed of Trust in the same
manner as if Borrower had fee simple title to such property as of the date of execution

(xii) any and all other security and collateral of any nature whatsoever, now or
bereafter given for the fepayment of the indebtedness or the performance and discharge of
the obligations. -

(Hereinafter, the above-described property may be referred to collectively as the “Collateral.”
That pottion of the Collateral consisting of rents, fevenues, income, proceeds, royalties, profits,

cash on hand, accounts, funds, deposits, money, instruments, documents of title, and other cash

501252.1 4
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or cash equivalents generated by or from the Project may be refenred to collectively as the "Cash
Collateral.” The term "Collateral” shall be deemed to include "Cash Collateral™).

9. Prior to the entry of this order, Borrower failed to make timely its debt service
payment to Sentinel which was due on June 1, 1999, as required by the Loan Documents, The
Borrower is in defanlt of its respective obligations under the Loan Documents.

10. On June 15, 1999, Sentirel declared a default under the Loan Documents, sending
proper notice to Borrower and Issuer. As of the current time, neither Botrower nor Issuer has
cured the default, and therefore Borrower remains m defauit,

11. Section 7.6(a) of the Deed of Trust gives Sentine] the right, as indenture trustee, to
seek the appointment of a receiver to take possession, custody, and control of the Collateral for
the purpose of renting, maintaining, and operating same while Sentinel pursues its other remedies
under the Loan Documents, including foreclosure, In addition to its rights granted ader the
Loan Documents, Sentine] is also entitled to appointment of 2 receiver as a matter of equity and
under Tex. Civ. Prac. & Rem. Code Amm. § 64.001(a)(2) (West 1999). |

12. Because of the nature of the Collateral, its ability to be dissipated, the failure of the
Borrower to provide to Sentine] an accomuhlg'of the finds or the financial condition of the
Project as required under the Loan Documents, the failure of the Borrower to pay debt service
while enjoying possession of the Project, the likelihood based on information from the Borrower
that it will not make the next debt service payment when due, the importance that the Project
continue as a going concem to protect its value, and the lack of harm to defendants from granting
extraordinary relief, the Court finds that appointment of a receiver is eppropriate, and will do

more good than harm.

601262.3 5
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13. In addition, for thege rcasons, and in order to secure the health and welfare of the

B5/15/2086 B5:10

residents of the Project by assuring that appropriate healthcare continues to be provided them
without interruption, the Court finds that Sentine] ig entitled to temporary imjunctive relief
Without extraordinary relief, Sentinel will suffer ilhmediate and irreparable injury which will

tend to render final Judgment ineffectual in this action.
Accordingly, it is hereby ORDERED, ADJUDGED, AND DECREED, that:
1, Plaintiffs Motion For Appointment of A Receiver and Injunctive Relief is hereby

 GRANTED,.

2, M%Ms hereby appointed as Receiver of all of the Collateral, and

is hereby directed, immediately, to enter upou, receive, and take éomplete possession of all of the

3. The Recciver is hereby granted all of the usual, necessary, and incidenta] powers of
Receivers for the putposes of managing, operating, and maintaining the Property and praperty
ﬁghts as he may consider necessary, including the power and authority to;

(2  take possession of the Collateral, including all goods, chattels, and
equipment thereon, and all books and records relating to same;

(b))  contact residents and any third-party payors of the Project and

5012521 6
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(c)  receive, collect, and preserve all incomes, profits, and ofher
revenues generated from the Collateral;

(d  manage and Operate the Collateral;

(®)  enter into all contracts necessary to continue, operate, mamtam,
and preserve the Collateral;

(H)  pay from the revenues of the Project the ordinary mnd necessary
expenses of operating and maintaining the Collteral incurred from and after the
date of the recejver’s appointment and said othey reasonable expenses necessary to
maintain the Collateral; provided, however, the receiver may not be permitted to
cxceed in any given month in the aggregate or with respect to any particular line
item the expenses set forth jn such budget approvéd hereafler by Sentinel and the
receiver, without further order of thig Court afer notice to the parties .and an

- Opportunity for hearing; k

(8 payoverto Sentinel all excess Tevenues;

() meke ag accounting to Keep ac;:mte records concerning the
Collateral, inchuding the actyal income collected and expenses paid each month,
and to make such records available to Sentine] and the Count;

() permit Sentinel and its agents and independent contractors to
inspect fully the Collateral and the Botrower’s books and records;

§)] permit the Issuer and the Botrower to inspect fully the Collatera];

(k)  appoint agents and employees that are necessary to take charge of,

repair, and maintain the Collateral:

6012521 7
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that may be deemed appropriate;

(m) make, cancel, enforce, ar modify contracts, leases, or licenses
relating to any part of the Collateral;

(n)  operate and manage all other services which are a part of the
aperation of the Collateral

(©)  comply with all requirements of all povernmental authorities;

(P)  pay taxes, assessments, and utility charges;

(@  employ such petsons as mecessaty to operate the skilled nursing
care facility and to collect from any source, government or private or third- party
payor, all sums which may be due for the services or goods provided any person
living in the skilled nursing care facility;

()  pay himself a reagonabje fee, subject to court 5ppmval, for the time
expended in carrying out his duties as receiver;

(s) employ independent accountants and lcgal counsel to assist the
receiver in the performance of his duties as may be necessary durihg the petiod of
the receivership and pay reasonable value for thoge services;

® institute, prosecute, defend, and settle such legal proceedings, as

duc, currently due, or hereafter to become due, including summary proceedings
for the rcmova] of occupants or other persons therefrom, and to employ counsel

therefor;

6012521 8
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(u) . obtain such insurance as necessary to insure the acts and conduct
of the receiver and those persons who he may employ to carry out the duties voted
upon him;

(v)  take all such actions ﬁnd expend all such sums as may be necessary
to obtain or maintain in effect or transfer all licenses, insurance, Zoming approvals,
certificates of need, provider numbers, and other approvals to ensure that the
property may continue to be used as a commercial building and specifically as a
skilled nursing care facility;

I(w) generally do, execute, and perform any‘other act, deed, matter, or
thing whatsoever that the Receiver reasonably deems ought to be done, .executed,
and performed in and about or with respect to the Collateral or its revenues; and

(x)  hire on an interim basis a management company, if necessary, to
help manage and operate the Project on terms consistent with the order of this
Court appointing the receiver and in accordance with the monthly budgét
contemplated herein;

4. The Receiver shall protect and conserve the Collateral aud property rights; maintain
appropriate insurance; endorse checks and drafis now or hereafter made paysble to Borrower,
and the servants, agents, and employees thereof concemning such rents, income, and profits; take
possession insofar as reasonably possible of all patient or tenant deposits, leases, bo;:ks, records,
documents, patient or tenant lists, aud any and all pertinent records, and perform all of the acts

reasonably necessary to sequester the incotne and to operate and manage the Collateral and

property rights.

§01202.1 9
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5. The Receiver is directed and required to keep full and complete records of all receipts
and disbursements that may arisc from the operation of the property. The Receiver js further
directed to deposit all funds received from the operation of the property into a Receiver's
account, which shall be opened specifically for the operation of the Receivership and shall be
maintained at a federally insured depository, The Receiver shall submit and file with the court
income and dishursement statements on a monthly basis during the term of the Receivership and
shall deliver copies of such statoments to counsel of record for Plaintiff and for Defendants. The
Receiver shall submit and file such other accountings as the Court may reqmre from time to time,

6. The Receiver shall be entitled to collect all Medicaid and Medicare payments relating
to the Project, and the Medicaid administrator for Texas and Medicare administrator are hereby
directed to forward all Medicaid and Medicare payments relating to the Project to the Recejver
and to honor all future allowable Medicaid and Medicare claims sﬁbmitted by the Receiver, until
further order of the Court.

7. The Receiver shall not sell or dispose of all or substantially all of the Collateral
except upon further drder of this Court after notice to the parties and an opportunity for hearing.

8. In addition, in accordance with Sentinel's request for injunctive relief, it is hereby
ORDERED, ADJUDGED, AND DECREED, that Borrower, and its successors, assigns, agents,
cmployees, attorneys, or anyone acting for or in concert with it are:

(1) enjoined from possessing or managing the Collateral and from interfering
in any way with the possession or management of the Collateral by the receiv'erl during
the tenancy of the receiver; |

(2)  enjoined from collecting, withdrawing, transferring, | conveying,

concealing, or otherwise disposing of the Cash Collateral, including the revenues derived

501252.1 ' 10
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therefrom, subsequent to the entry of this order and during the tenurc of a receiver,
tequiring Borrower to pay the Cash Collateral and the revenues derived therefrom to the
receiver;

(3) enmjoined from removing any of the Collateral and from removing,
destroying, conccaling, changing, or altering in spy manner any of the books or records
relating to the ownership, possession, or operation of the Collateral; and

(4)  required to pay and turn over immediately to the receiver, and to perform
all acts necessary to transfer immediately to the receiver, accounts receivable, all funds on
hand in cash, and all fimds held in deposit accounts of or for the benefit of the Barrower
arising from the ownership, possession, or operation of the Collateral and all accounts,
accounts receivable, instruments, and any other collectibles and all keys, books, records,

| equipment, and all things in any manner related to the ownership, possession or ogemtion

of the Project; and | |

9. This order shall be without prejudice to the rights of Sentinel, or its ass;gnec, without
further notice or order of this Coutt, to forecl'ose on the Collateral and to exercise any aod ail
other rights and remedies provided for under the Loan Documents, at Iéw, and in equity. The
Recciver's authority, and any agreements, including management agreements, entered into by the
Receiver pursuant to the terms requested above shall terminate upon the earlier of foreclosure of
the Collateral by Sentinel or upon further order of the Court, without any further liability by the
receiver or Sentinel fof termination of same; |

10. IT IS FURTHER ORDERED THAT the Receiver shall post a bond in the smount of

S /o000, S ’ , with sufficient surety, prior to taking possession of the Project and

assuming the responsibilities of Receiver.

501262.1 11
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11, IT IS FURTHER ORDERED THAT Sentinel shalllpost an injunction bond in the
amount of § /000, — , with sufficient surety, and upon such posting the injuqction
provisions of this order shall take effect.

12. The Court retains jurisdiction to enter any further orders which shall be necessary to
carry the terms and conditions of this Order into effect.

Trral 7¢ her Sef~ <LK I"\uy ]5,3-1)&5 af Qin am,
SO ORDERED, ADJUDGED, AND DECREED, this__/%"Xday of

Hserntier , 1999,

APPROVED FOR ENTRY:
RAMEY & FLOCK

By; ng- W
D Dacus ~

A Professional Corporation
500 First City Place

Tyler, TX 75702

(903) 597-3301

ATTORNEYS FOR PLAINTIFF SENTINEL TRUST COMPANY

301259.1 12
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HAYNES AND BOONE, LLP

By_&lﬂﬁé/ ;4 Lt B

Sarah B, Foster

600 Congress Averue
Suite 1600

Austin, Texas 78701
(512) 867-8412

ATTORNEYS FOR DEFENDANT PARK PLACE, LTD.
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- The undersigned certifies that a copy of the foregoing instrument was served upon the
attorneys of record of al parties to the above cause in accordance with the applicable Rules of Civil
Procedure on this the 19* day of November, 1999 as follows:

Sarah B, Foster ' V1A FACSIMILE

Haynes & Boone, L.L.P.
600 Congress Avemue, Suite 1600
Austin, TX 78701-3236

Preston T. Towber ViA FACSIMILE
Goforth, Lewis & Williams, L.L.P.

2200 Texaco Heritage Plaza

1111 Bagby Street

Houston, TX 77002

. Michael E. Jones V1A FACSIMILE
Potter, Minton, Roberts, Davis & Jones, P.C.

500 Plaza Tower
"1 ) 12—

110 North College Street
Tyler, TX 75702
PERON R. DACUS




