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BERNARD D. BOLLINGER (SBN:  132817) 
    Email:  bbollinger@buchalter.com 
ANTHONY J. NAPOLITANO (SBN:  227691) 
    Email:  anapolitano@buchalter.com 
ALEXANDRA KAZHOKIN (SBN 245051) 
    Email: akazhokin@buchalter.com 
BUCHALTER NEMER 
A Professional Corporation 
1000 Wilshire Boulevard, Suite 1500 
Los Angeles, CA  90017-2457 
Telephone: (213) 891-0700 
Facsimile: (213) 896-0400  

Proposed Attorneys for Debtor in Possession 
KT TERRAZA I, LLC and B3 FLJC, LLC 

Attorneys for Debtors in Possession 
GTS PROPERTY PORTFOLIOS B-3, LLC and  
GULFSTREAM APT. PORTFOLIO, LLC   

UNITED STATES BANKRUPTCY COURT 

CENTRAL DISTRICT OF CALIFORNIA 

LOS ANGELES DIVISION 

In re 

KT TERRAZA I, LLC, a Delaware limited 
liability company. 

Debtor and Debtor in 
Possession. 

Case No. 2:10-bk-19693-SB 

[Joint administration with Case Nos. 2:09-bk-
14774-SB, 2:09-bk-15342-SB, and 2:10-bk-
19697-SB pending] 

Chapter 11  

  

OMNIBUS DECLARATION OF D. SCOTT 
LEE IN SUPPORT OF DEBTOR S FIRST 
DAY MOTIONS 

[First Day Motions and Omnibus Declaration of 
Anthony Napolitano concurrently filed herewith] 

Date: March 23, 2010 
Time: 2:00 p.m. 
Place: Courtroom 1575  

255 East Temple Street 
Los Angeles, CA 90012  
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OMNIBUS DECLARATION OF D. SCOTT LEE IN SUPPORT OF DEBTOR S FIRST DAY MOTIONS 

 
OMNIBUS DECLARATION OF D. SCOTT LEE 

I, D. Scott Lee, declare as follows: 

1. I am the Managing Member and a principal of LT Realty Ventures, LLC, d/b/a 

LTVentures ( LTV ).  I make this Declaration in support of the following first day motions filed 

in the above-captioned bankruptcy case of KT Terraza I, LLC, debtor in possession ( Debtor ) 

a. Emergency Motion For Authorization to Use Cash Collateral 
Through May 31, 2010; 

b. Emergency Motion For Order Authorizing Joint Administration of 
Chapter 11 Cases; 

c. Emergency Motion Pursuant to 11 U.S.C. § 327 Authorizing 
Debtor to Employ LT Realty Ventures, LLC as Portfolio Asset 
Manager and to Employ Local Property Managers; 

d. Emergency Motion For Order Setting Claims Bar Date; and 

e. Emergency Motion For Order Limiting Notice Pursuant to Rule 
2002(m) of the Federal Rules of Bankruptcy Procedure. 

2. I have personal knowledge of the matters stated in this Declaration, and if called 

upon as a witness, I could and would testify competently thereto.    

BACKGROUND 

3. I have over twenty-five years experience in real estate acquisitions, finance and 

property management of multi-family housing projects.  Prior to forming LTV, I was a Senior 

Director 

 

Manager Business Development of GE Commercial Finance ( GECF ) from 2007 

through February, 2009.  In this capacity, I was accountable for the Direct Investments 

Multifamily platform for GECF s North American Real Estate Equity portfolio west of the 

Mississippi and the national multifamily strategy.  This included overseeing multifamily asset 

management, including concurring with asset management on all activities including selection 

and retention of property managers, renovation and rehabilitation plans, determining hold strategy 

and impairment issues, disposition and investment broker representation.  In the last six months, 

responsibilities included East Coast assets and supporting GE s strategy to use its multifamily 

portfolio as a potential source of cash.  In this capacity, I oversaw 16 multifamily residential 

apartment complexes yielding a total of approximately 5,700 units. 
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4. From 2002 to 2007, I was a Senior Director  Real Estate for the North American 

Equity Venture Investing group of GECF.  In that capacity, I originated joint venture 

opportunities with other real estate investors.  This required the ability to review financial 

information from the potential partner and property management company, including the physical 

site inspections to determine property condition, and review of relevant reports, historical 

operating statements, and projected budgets, the appropriateness of the proposed property 

management company and the partners plan to bring an underperforming asset to market through 

marketing, property/asset management or renovation.  In this capacity, I was involved in the 

acquisition, finance, and/or management of 14 multifamily residential apartment complexes 

yielding a total of approximately 7,800 units. 

LTV S INVOLVEMENT: 

5. I was retained by GTS Property Portfolios B-3, LLC to advise GTS on its 

investment in the Gulfstream apartment portfolio, which consisted of the following properties (the 

Properties ): 

 

Ashton Ridge is a 356 unit apartment complex located at 5959 Fort 
Caroline Road, Jacksonville, Duval County, Florida ( Ashton Ridge ); 

 

Deerfield is a 256 unit apartment complex located at 11711 Lane Avenue 
South, Jacksonville, Duval County, Florida ( Deerfield ); 

 

Oakwood Village is a 278 unit apartment complex located at 4755 North 
Goldenrod Road, Orlando, Orange County, Florida ( Oakwood ); 

 

Ventura Landing is a 184 unit apartment complex located at 6203 Curry 
Ford Road, Orlando, Orange County, Florida ( Ventura ); 

 

Cooper s Pond is a 463 unit apartment complex located at 6221 North 
Dale Mabry Highway, Tampa, Hillsborough County, Florida ( Cooper 
and together with Ashton Ridge, Deerfield, Oakwood, and Ventura, the 
Florida Properties ); 

 

Braesview is a 396 unit apartment complex located at 11501 Braesview 
Drive, San Antonio, Bexar County, Texas ( Braesview ); 

 

La Jolla is a 300 unit apartment complex located at 10707 IH 10 West, 
San Antonio, Bexar County, Texas ( La Jolla and together with 
Braesview, the Texas Properties ); 
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Quail Run is a 332 unit apartment complex located at 3509 Lake Avenue, 
Columbia, Richland County, South Carolina ( Quail Run ); and 

 
Woodland Village is a 308 unit apartment complex located at 2221 Bush 
River, Columbia, Lexington County, South Carolina ( Woodlands and 
together with Quail Run, the South Carolina Properties ). 

6. Debtor s sole asset is an undivided thirty percent (30%) tenant-in-common interest 

in the Properties .  These are the same Properties that are the subject of the affiliated jointly 

administered bankruptcy case, In re GTS Property Portfolios B-3, LLC, Case No. 2:09-bk-14774-

SB (the GTS Case ), which involves GTS Property Portfolios B-3, LLC ( GTS ), the holder of 

an undivided fifty percent (50%) tenant-in-common interest in the Properties and Gulfstream Apt. 

Portfolio, LLC ( Gulfstream ), the holder of an undivided ten percent (10%) tenant-in-common 

interest in the very same Properties.  B3 FLJC, LLC ( FLJC ) holds the remaining undivided ten 

percent (10%) tenant in common interest and commenced its own bankruptcy case concurrently 

with Debtor s filing. 

7. Joint administration of the bankruptcy cases of Debtor, GTS, Gulfstream and FLJC 

is appropriate because the sole assets of Debtor, GTS, Gulfstream, and FLJC are their undivided 

tenant-in-common interests in the Properties.  Debtor, GTS, Gulfstream, and FLJC have common 

creditors, ownership and share common management.  Additionally, joint administration will 

maximize the assets of the each estate by reducing expenses, protecting the interests of creditors, 

and easing the administrative burden of Debtor, GTS, Gulfstream, FLJC, the Court and all 

interested parties. 

8. Following the petition dates in the GTS Case, LTV immediately began working on 

a plan to stabilize the properties, remedy the most significant life, health and safety repairs 

required at each of the properties, and market the properties in order to increase the occupancy 

rates.  During the week of March 16, 2009, I visited each of the nine properties and met with the 

lead property managers for each group of properties:  Todd Abedon1 of Chartwell Management, 

LLC for the South Carolina Properties, Chris Burns of Lincoln Property Company for the Florida 

                                                

 

1  Mary Conway has been retained by Chartwell as the Regional Property Supervisor for the South Carolina 
Properties, and is now the primary person responsible for the management of those properties. 
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Properties, and Allyson McKay of Lincoln Property Company for the Texas Properties 

(collectively, the Local Property Managers ).   

9. As a follow up to my March, 2009 Property visits, I toured and inspected each of 

the Properties and met with the Local Property Managers to discuss marketing plans, occupancy, 

and repair issues on the following dates:  September 10, 2009 (Woodland Village and Quail Run); 

September 11, 2009 (Ventura Landing and Oakwood Village); September 23, 2009 (Braesview 

and La Jolla); October 5, 2009 (Deerfield and Ashton Ridge); and October 6, 2009 (Coopers 

Pond).  I also toured the Properties again in February 2010 to further assess the conditions of the 

Properties and to make adjustments to the marketing plans.   

10. Throughout this process I have reviewed and approved the Local Property 

Manager s weekly and monthly property reports (including, rent rolls, box scores, weekly unit 

type analysis, and occupancy projections).  I have also reviewed and approved construction and 

repair estimates provided by the Local Property Managers for the critical life, health and safety 

issues and for general repair.  I have also reviewed the marketing plans for the Properties and the 

comparative market data for the local markets in which the Properties are located. 

PROPERTY RELATED ISSUES: 

11. At the outset of the GTS Case, there were significant health and safety hazards 

affecting the Properties, its tenants, and others.  To date, all of the critical life, health and safety 

related repairs have been remedied with the exception of the Braesview fire damaged buildings.  

Once the vast majority of these critical life, health, and safety repairs were completed, the Local 

Property Managers transitioned their focus to general repair and maintenance issues and restoring 

turned over units to rent ready condition, and increasing overall occupancy.  A key component to 

the increase of occupancy relates to the improvement of the reputation of the Properties and the 

increase in creditworthiness of the tenant base.  The Local Property Managers have implemented 

significant pre-lease screening requirements and now perform criminal background checks, 

require minimum credit scores and employment verification.  As these communities are rebuilt 

with dependable, law-abiding residents, the stability of the Properties increase and rent 

delinquency decrease thereby increasing the overall value of the Properties. 
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12. Since March, 2009, there have been approximately 12,600 individual service 

requests and over 80% have been completed.  At the commencement of the GTS Case, there were 

no rent ready apartment units available for prospective tenants.  As of March 7, 2010, 1,761 units 

have been converted to rent ready condition, and of that amount, 1,688 units have been leased. 

13. Raw sewage no longer backs up into six of the buildings at one of the affected 

Properties.  Mold remediation has been completed or is in progress at five of the Properties.  A 

serious criminal and drug population has been chased out of Ashton Ridge.  Roofing repairs to 

prevent continued water intrusion and mold growth have been completed or are in progress at 

three of the Properties.  Pools closed due to stagnant and algae infested water, and noncompliance 

with federal regulations, have been remediated and reopened.  From March 2009 through 

December 31, 2009, GTS and Gulfstream have spent over $2.0 million for remediation of critical 

life, health and safety repairs. 

14. On November 25, 2009, GTS and Gulfstream made approximately $1,050,000 in 

tax payments for the five Florida Properties in order to take advantage of the State of Florida s 

four percent (4%) discount for early payment of taxes.  In January 2010, GTS and Gulfstream 

made approximately $1.2 million in tax payments for the Texas and South Carolina Properties.  

GTS and Gulfstream also paid insurance premiums on the Properties in the approximate amount 

of $550,000. 

15. Lincoln and Chartwell s completion of these repairs significantly contributed to 

(i) the stabilization of the Properties, (ii) correcting the necessary deficiencies that are preventing 

the Properties from being competitive with other multi-family residential apartment complexes, 

(iii) providing additional rent ready units so that occupancy levels at the properties can be 

increased thereby improving cash flow, and (iv) minimizing the risk for liability to the property 

owners and to General Electric Capital Corporation as the secured lender.  Based on my extensive 

real estate experience, it is my opinion that each repair incrementally increased the value of the 

Properties and will better position the Properties to obtain additional tenants.   

16. Since Lincoln and Chartwell have taken over the property management function of 

the Properties, there have been no significant and extended service interruptions of utilities.  LTV 
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is working with the Braesview property managers and the insurance company with respect to the 

fire damaged building at that property to determine if there exist any additional unfunded 

insurance proceeds.  LTV has reason to believe that there might be up to $100,000 in unfunded 

proceeds that can be applied to the reconstruction of that building. 

17. The Properties are at a critical juncture.  Much of the life safety repairs have been 

completed, curb appeal is being restored for the Properties, aggressive marketing campaigns are 

being implemented and undesirable tenants are being shown the door.  This has created a solid 

foundation for the Properties to experience significant revenue growth during the second half of 

this year.  GTS and Gulfstream have already put over $2.0 million into the Properties in necessary 

repairs.  These capital expenditures have increased the value of the Properties from the petition 

date by at least a corresponding amount.  Moreover, these repairs have increased the Properties 

ability to attract tenants thereby restoring its rental revenue stream also increasing the underlying 

value of the Properties.   

MARKETING: 

18. The focus of LTV and the Local Property Managers over the past year has been to 

(i) create and implement property stabilization plans for each of the Properties, (ii) identify and 

prioritize the critical life, health and safety deficiencies that needed the most immediate repairs, 

(iii) sort through budget issues necessary to stabilize the properties.   

19. Much of the life safety repairs have been completed and are in the process of being 

completed, curb appeal is being restored for the Properties, aggressive marketing campaigns are 

being implemented and undesirable tenants are being shown the door. 

OCCUPANCY 

20. When GTS and Gulfstream first assumed control of the Properties, it became clear 

that the Pre-Petition Rent Roll occupancy numbers maintained by the prior property manager, 

Bethany Management Group, LLC, were inaccurate and did not reflect the actual tenant 

population at each of the Properties.  Because of Bethany s failure to actively manage the 

Properties in the months preceding the petition date, many units that had been reported as 

occupied were actually vacant.   
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21. During the initial stages of the GTS Case, the Local Property Managers have 

undertaken lease audits and property-walks to confirm actual occupancy numbers in the 

subsequent months.  The Local Property Managers have also taken significant steps to rid the 

Properties of delinquent and undesirable tenants who had become accustomed to living rent-free 

at the Properties because no one was around to collect the rents.  

22. During the initial months of the GTS Case, the Local Property Managers were 

very proactive about managing delinquent tenants resulting in increased evictions proceedings, a 

process which took up to 60 to 90 days.   

23. The following chart illustrates the decline in occupancy from the commencement 

of the GTS Case and throughout the Rehabilitation Phase of the GTS Case, and is based on the 

pre-petition rent rolls, and the box score reports for March 26, 2009, April 5, 2009, May 3, 2009, 

June 7, 2009 and July 5, 2009 compiled from the Local Property Managers.   

Property Pre-Petit. Mar. 
2009 

April  
2009 

May  
2009 

June  
2009 

July  
2009 

Ashton Ridge (FL) 73% 74% 72% 64% 49% 44% 
Cooper s Pond (FL) 61% 60% 59% 55% 51% 48% 
Deerfield (FL) 51% 60% 58% 55% 50% 49% 
Oakwood Village (FL) 70% 53% 51% 45% 48% 48% 
Ventura Landing (FL) 71% 70% 68% 64% 57% 51% 
Quail Run (SC) 69% 70% 69% 70% 70% 67% 
Woodland Village 
(SC) 

70% 69% 69% 71% 68% 70% 

Braesview (TX) 93% 94% 93% 90% 91% 90% 
La Jolla (TX) 83% 82% 84% 80% 79% 86% 
Overall 72% 71% 69% 66% 63% 61.6% 

24. The following chart illustrates the dramatic increase in occupancy during the 

Repopulation Phase and is based on the Properties box score reports dated August 2, 2009, 

September 6, 2009, October 4, 2009, November 1, 2009, December 6, 2009, January 3, 2010, 

February 7, 2010 and March 7, 2010 compiled from the Local Property Managers: 

Property July  
2009 

Aug. 
2009 

Sept. 
2009 

Oct. 
2009 

Nov. 
2009 

Dec. 
2009 

Jan. 
2010 

Feb. 
2010 

Mar. 
2010 

Ashton Ridge (FL) 44% 43% 43% 46% 48% 53% 57% 63% 68% 
Cooper s Pond 
(FL) 

48% 50% 51% 53% 60% 64% 67% 74% 76% 

Deerfield (FL) 49% 52% 57% 59% 62% 64% 64% 70% 77% 
Oakwood Village 
(FL) 

48% 45% 44% 46% 46% 50% 54% 61% 66% 
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Property July  

2009 
Aug. 
2009 

Sept. 
2009 

Oct. 
2009 

Nov. 
2009 

Dec. 
2009 

Jan. 
2010 

Feb. 
2010 

Mar. 
2010 

Ventura Landing 
(FL) 

51% 46% 38% 40% 40% 41% 46% 55% 69% 

Quail Run (SC) 67% 67% 73% 76% 74% 74% 74% 71% 69% 
Woodland Village 
(SC) 

70% 72% 75% 75% 75% 72% 74% 74% 76% 

Braesview (TX) 90% 92% 93% 92% 90% 94% 95% 95% 95% 
La Jolla (TX) 86% 90% 92% 89% 92% 90% 91% 93% 94% 
Overall 61.6% 63% 64% 65% 66% 68% 71% 74% 76.9% 

25. Now that the Properties have been or are in the process of being rid of delinquent 

and undesirable tenants, the occupancy numbers have stabilized and are rebounding as the Local 

Property Managers take proactive steps to market and reposition the Properties. 

BUDGET AND REPORTS 

26. Based on the foregoing, I have sufficient information available to compile a cash 

collateral budget for the months of February 2010 through May 2010 (the Cash Collateral 

Budget ), which the Court approved on January 26, 2010 in the GTS Case.   

27. The Cash Collateral Budget accurately represents the actual and necessary costs 

that will need to be incurred and paid to continue remediation of the health and safety concerns, 

and to preserve and protect the Properties and market the Properties during the course of the next 

few months. 

28. Attached hereto as Exhibit 1 is a true and correct copy of the Gulfstream Portfolio 

Budget Proposals February 1, 2010 to May 1, 2010. 

29. A true and correct copy of GTS and Gulfstream s most recent weekly report for 

the period ending March 7, 2010 is attached hereto as Exhibit 2. 

EMPLOYMENT OF LTV 

30. I will be compensated at the rate of $375 per hour, with others associated with me 

at LTV being compensated at an hourly rate of $120 to $175 per hour effective as of March 16, 

2010. 

31. To the best of my knowledge, after reasonable inquiry, LTV has never represented 

Debtor, does not hold or assert a pre-petition claim against Debtor and is not an unsecured 

creditor of Debtor.  To the best of my knowledge, after reasonable inquiry, except as otherwise 
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disclosed in any employment application filed in Debtor s case, LTV is disinterested and is not 

connected with Debtor s principals, attorneys, accountants, creditors, the attorneys or accountants 

of any other party-in-interest in these cases.  Furthermore, to the best of my knowledge, LTV 

does not hold any interest adverse to Debtor s estate and LTV is a disinterested person as define 

in 11 U.S.C. §101(14): 

a. LTV is not a creditor, an equity security holder, or an insider; 

b. LTV is not and was not an investment banker for any outstanding security 
of the Debtor; 

c. LTV has not been, within three years before the date of the filing of the 
petitions, an investment banker for a security of the Debtor, or an attorney 
for such an investment banker in connection with the offer, sale, or 
issuance of a security of the Debtor; 

d. LTV is not and was not, within two years before the date of the filing of 
the petition, a director, officer or employee of the Debtor or of an 
investment banker specified in subparagraph (b) or (c) of this paragraph; 

e. LTV does not have an interest materially adverse to the interest of the 
estate or of any class of creditors or equity security holders, by reason of 
any direct or indirect relationship to, connection with, or interest in , the 
Debtor or an investment banker specified in subparagraph (b) or (c) of this 
paragraph, or for any other reason. 

I declare under penalty of perjury under the laws of the United States of America that the 

foregoing is true and correct.  Executed this 19th day of March 2010, at South Pasadena, 

California.        

   

D. SCOTT LEE    
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