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BANKRUPTCY

Genesis Ordered to Redo Auction As
Judge Rejects Insider Buyout

A Dallas bankruptcy judge declined to approve liability releases for bidder
tied to insider Joel Landau

By Soma Biswas

Dec.11,202510:04 pm ET
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Ajudge ordered Genesis Healthcare to reopen bidding for its nursing-
home business, saying she likely can’t sign off on the company’s choice
of a buyer tied to insider Joel Landau after rival bidders and creditors
alleged the sale process was stacked in his favor.

Judge Stacey Jernigan of the U.S. Bankruptcy Court in Dallas said she
wouldn’t be able to sign off on liability releases for Genesis insiders, a
key element of the proposed sale to a Landau-backed buyer that Genesis

had picked as the winner at auction. The judge also called for the
auction to be restarted with major changes, including allowing outside WSJ Pro Verticals
bidder Olumie Capital to participate after its $1.3 billion offer was

excluded.

, . ., .
Landau’s absence from the trial on Genesis’ sale process this week CentralBanking  Cybersecurity

weighed against him.
Private Equity Sustainable Business

“I am aware that there is huge concern about Mr. Landau and he is not
. . Venture Capital
here,” Jernigan said from the bench on Thursday. “There’s no way I can enture tapita

approve these releases without him on the witness stand.”

Genesis filed for bankruptcy in July, unable to keep up with the cost of
defending itself against ballooning claims for medical malpractice and
negligent care. Creditors alleged the quality of care at the company’s
175 facilities deteriorated following an investment by a Landau-backed
entity in 2021.

Hundreds of patients with malpractice and wrongful-death claims also
argued the auction was skewed to favor the Landau-backed buyer and
that ultimately the company, its independent directors and advisers
passed over an objectively superior offer that would preserve their
rights to pursue litigation against Landau and other insiders for
allegedly draining Genesis of cash.

Sen. Elizabeth Warren of Massachusetts and other Democratic
lawmakers earlier this week voiced support for re-evaluating Genesis’
choice of a winning bidder.

Jernigan said she has been paying attention to the “noise” around the
sale process, noting the issues raised by a U.S. Senator. The judge said a
new auction for the company’s assets should be overseen by Andrew
Turnbull of Houlihan Lokey, a banker for the company’s creditors
committee, rather than lawyers and advisers for Genesis. She asked a
representative of the Office of the U.S. Trustee, a federal watchdog over
the bankruptcy courts, to sit in on the new sale process.

The Landau-backed buyer had offered $40 million in cash in exchange
for extinguishing potential claims against insiders, while Genie 3, a

company backed by healthcare executives Rowan Farber and Jacob Sod,
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had made an offer that included $260 million in cash that allowed the
Genesis bankruptcy estate to pursue claims against insiders, according
to court filings. Landau extracted $79 million from Genesis within a
year before the company filed for bankruptcy, said John Anthony, a
lawyer representing hundreds of medical malpractice claimants.

“The very parties who contend in court that the insider claims are
worthless are insisting on general, across-the-board releases,” Anthony
said in an interview.

Turnbull testified on Thursday that in his view $100 million is a
conservative estimate of the value of the claims against insiders.

Genie 3 has said it may challenge the validity of loans that Genesis took
from its landlords Welltower and Omega Health, while the Landau-
backed bidder has agreed to assume the landlords’ loans.

Louis Robichaux, Genesis’ chief restructuring officer, said the Landau-
backed bid provided more certainty, while Genie 3’s provided “more

uncertainty and more downside, but potentially more upside.”

Write to Soma Biswas at soma.biswas@wsj.com
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