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S. Martin Teel, Jr.
United States Bankruptcy Judge

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF COLUMBIA

In re:
TERRACE MANOR, LLC, Case No.: 17-00175-SMT

Debtor. Chapter 11

N N N N N N N N N’

FINAL ORDER AUTHORIZING DEBTOR’S USE OF CASH
COLLATERAL AND GRANTING ADEQUATE PROECTION

Upon consideration of Terrace Manor, LLC’s (“Debtor’s”) Motion for Interim and Final
Orders Authorizing the Use of Cash Collateral and Granting Adequate Protection,' (the
“Motion”); and due and proper notice of the Motion having been provided to the necessary
parties; and it appearing that no other or further notice need be provided; and a hearing having
been held to consider the relief requested in the Motion (the “Hearing”); and the appearances of
all interested parties having been noted in the record of the Hearing; and upon the record of the

Hearing and all of the proceedings had before the Court; and the Court having determined that

LAl capitalized terms not otherwise defined herein, shall have the meanings given to them in the Motion.
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the relief sought in the Motion is in the best interests of the Debtor, its creditors, and all parties in
interest; and the Court having determined that the legal and factual bases set forth in the Motion
establish just cause for the relief granted herein; and after due deliberation and sufficient cause
appearing therefor, the Court finds as follows:

A. On March 30, 2017 (the “Petition Date”), the Debtor commenced this case by
filing a voluntary petition for relief under chapter 11 of title 11 of the United States Code

(the “Bankruptcy Code™).

B. The Debtor has continued in the possession of its property and has continued to
operate and manage its business as debtors in possession pursuant to Bankruptcy Code sections
1107(a) and 1108.

C. The Court has jurisdiction over the matters raised in the Motion, and over the
persons and property affected by the Motion, pursuant to 28 U.S.C. §§ 157 and 1334. The
matters raised in the Motion are core proceedings pursuant to 28 U.S.C. § 157(b). Venue for the
Debtor’s case is proper pursuant to 28 U.S.C. §§ 1408 and 14009.

D. The Debtor provided notice of this Motion to (a) the Office of the United States
Trustee for the District of Columbia; (b) the Debtor’s unsecured creditors; (c) Eagle Bank (the

“Secured Creditor”); and (d) any party which has formally appeared in this case and requested

service.

E. On April 5, 2017, the Court entered an Order Authorizing Debtor’s Interim Use of
Cash Collateral and Granting Adequate Protection (the “Interim Order”), which provided
authority for the Debtor’s use of cash collateral, other than for payments to the Secured Creditor,
through April 17, 2017.

F. Pursuant to the Interim Order, the Debtor served a copy of the Interim Order on
the United States Trustee, the Debtor’s unsecured creditors, counsel to the Secured Creditor, and

anyone who requested services pursuant to Bankruptcy Rule 2002.
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G. The Debtor is the owner of a 61 unit residential apartment building located at 3341-
3353 23rd Street S.E., 3371-3373 23rd Street S.E., 2276 Savanah Street, S.E. and 2270-2272
Savanah Street, S.E. Washington, DC 20020 (the “Property”).

H. On May 25, 2017, the Superior Court of the District of Columbia appointed a
receiver for the Property. A copy of the order appointing the receiver is attached hereto as
Exhibit A.

L The Bankruptcy Court entered an order on May 30, 2017, granting Debtor’s
Motion to Approve Settlement which approved the appointment and funding of a receiver for the
Property.

J. The Secured Creditor holds a perfected first priority lien on substantially all of the
Debtor’s assets, including the Property and the rents generated by the Property (the “Rents”)
pursuant to various loan documents, as set forth in the Motion. As of the Petition Date, the
Debtor owes the Secured Creditor approximately $2,841,865.82.

K. In the ordinary course of business, the Debtor requires cash flow from its
operations, including the Rents, to fund its operating costs. All of the Debtor’s cash and cash
proceeds are subject to the Secured Creditor’s security interest and, as such, constitute “cash
collateral” of the Secured Creditor (as such term is defined in Bankruptcy Code section 363(a),

“Cash Collateral”).

L. The Debtor requires the use of its Cash Collateral. Absent the use of Cash
Collateral, the Debtor will not be able to fund its operating expenses and its estate and creditors
will suffer irreparable harm.

M. The terms of the Debtor’s use of Cash Collateral, as more fully set forth in this
Order (“Final Order”), are (i) fair and reasonable, (ii) reflect the Debtor’s prudent business
judgment consistent with its fiduciary duties, (ii1) constitute reasonably equivalent value and fair
consideration; and (iv) are essential and appropriate for the continued operation and management
of the Debtor’s business and the preservation of the Property. Entry of this Final Order is in the

best interests of the Debtor and its estate and creditors.
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N. The adequate protection provided for under this Final Order is sufficient to protect
the Secured Creditor against any diminution in the value of its interest in the Cash Collateral, and
is fair, reasonable, and sufficient to satisfy the requirements of the Bankruptcy Code.

Based on the foregoing, it is, by the United States Bankruptcy Court for the District of
Columbia, hereby ORDERED:

I. The Motion is GRANTED.

2. The Debtor is authorized to use the Cash Collateral, on a final basis, to the extent
provided in this Order and subject to the Consent Order Regarding Joint Stipulation on
Modifications to Motion for Post-Petition Financing (“Financing Stipulated Consent Order”)

3. Capitalized terms used but not defined herein shall have the meanings ascribed to
such terms as in the Motion.

4. Subject to the terms and conditions of this Order, the Debtor may use Cash
Collateral from the date of this Order through (and including) August 19, 2017, as may be

extended pursuant to this Order (the “Specified Period”). Except as otherwise expressly

provided in this Order, Cash Collateral may be used solely (a) during the Specified Period, as
may be extended, (b) up to the amounts stated for any line item plus 10% for each line item,
during the periods and for the purposes identified in the Budget attached hereto as Exhibit B,
subject to the rights of a party in interest to challenge the fees and expenses identified in the
Budget.

5. If Cash Collateral is not used for a particular line item in the Budget during the
period for which Cash Collateral usage is authorized for such line item in this Order, or if Cash
Collateral is used in an amount less than specified in such line item during the budgeted period,
then the Debtor may use the unused balance of such line item in other line items or subsequent
periods, to the extent granted subject to the rights of a party in interest to challenge the fees and
expenses identified in the Budget. The Debtor may also utilize amounts for miscellaneous items

set forth in the Budget for any budgeted expense.
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6. As adequate protection for the use and/or diminution of the interests of the

Secured Creditor in the Cash Collateral (the “Adequate Protection”), the Secured Creditor shall

receive monthly payments of $14,000 (the “Adequate Protection Payment”). As additional

Adequate Protection, the Secured Creditor shall be granted: (a) superpriority administrative
claims against the Debtor pursuant to the provisions of Section 507(b) of the Bankruptcy Code,
which superpriority administrative claims shall be limited solely to any diminution in value of
the Cash Collateral and the Property from and after the Petition Date, having priority in right of
payment over any and all other obligations, liabilities, and indebtedness of Debtor, whether now
in existence or hereafter incurred by Debtor, and over any and all administrative expenses; and
(b) pursuant to Section 361 of the Bankruptcy Code, replacement liens on all of the Debtor’s
post-petition assets, which replacement liens shall be limited solely to any diminution in value of
the Cash Collateral and the Property from and after the Petition Date which shall be first and
senior in priority to all other interests and liens of every kind, nature and description, whether
created consensually, by an order of the Court or otherwise, including, without limitation, liens
or interests granted in favor of third parties in conjunction with Sections 363, 364 or any other
section of the Bankruptcy Code or other applicable law. Notwithstanding the foregoing, the liens
granted to the Secured Creditor herein shall not attach to any of Debtor’s claims and causes of
action brought under Chapter 5 of the Bankruptcy Code (including but not limited to, those under
sections 506, 544, 547, 548, 549, 550 and/or 552 of the Bankruptcy Code), and all rights,

recoveries and defenses of Debtor’s with respect thereto (collectively, the “Avoidance Actions”).

Likewise, any superpriority claims granted to the Secured Creditor herein shall not be satisfied
from the proceeds of any Avoidance Actions.

7. This Final Order shall be sufficient and conclusive evidence of the validity,
perfection and priority of any claim or lien granted by this Final Order with respect to the
Adequate Protection without the necessity of filing or recording any financing statement or other
instrument or document which may otherwise be required under the law or regulation of any

jurisdiction or the taking of any other action to validate or perfect in accordance with applicable
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non-bankruptcy law any claim or lien granted by this Final Order with respect to the Adequate
Protection, or to entitle the Secured Creditor to the priorities granted herein. Notwithstanding the
foregoing, the Secured Creditor is authorized to file, as it deems necessary in its sole discretion,
such financing statements, notices of lien and other similar documents to perfect in accordance
with applicable non-bankruptcy law any lien granted by this Final Order with respect to the
Adequate Protection, and all such financing statements, notices of lien and other similar
documents shall be deemed to have been filed or recorded as of the Petition Date; provided,
however, that no such filing or recordation shall be necessary or required to create or perfect any
lien granted by this Final Order with respect to the Adequate Protection. The Debtor is
authorized and directed to execute and deliver to the Secured Creditor all financing statements,
notices of lien and other documents as the Secured Creditor may reasonably request.

8. The Debtor shall make the Adequate Protection Payment by wire transfer to the
Secured Lender on or before the fifteenth (15™) day of each month. The Debtor may not make
any monthly payments for management fees unless and until the Adequate Protection Payment is
made in a particular month.

9. The Debtor shall maintain insurance coverage on the Property.

10. The Debtor shall file its monthly operating reports with the Court on or before the
fifteen (15™) day of each month (or such date thereafter that the Court is open) and shall send a
copy of such report to counsel for the Secured Creditor within one (1) business day of filing (by
email).

11.  The automatic stay provisions of Section 362 of the Bankruptcy Code are
modified and vacated to the extent necessary to permit the Secured Creditor to perform any act
authorized or permitted under this Final Order, including, without limitation, to take any act to
create, validate, evidence, attach or perfect any lien, security interest, right or claim in the
Secured Creditor’s collateral.

12.  In the event any or all of the provisions of this Order are hereafter reversed,

stayed, modified, amended, or vacated by a subsequent order of the Court or any other court,
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such reversal, stay, modification, amendment, or vacation shall not affect the validity of any right
or obligation arising under this Order prior to the effective date of such modification, amendment
or vacation, and such right or obligation shall be governed in all respects by the provisions of this
Order.

13. This Order and the use of Cash Collateral authorized herein shall become
effective immediately upon authorization and approval by the Court. Except with respect to the
payment of accrued items set forth in the Budget, the use of Cash Collateral authorized herein
shall terminate on August 19, 2017, at 11:59 p.m., subject to the Debtor’s right to seek further
order of the Court authorizing use of Cash Collateral. Termination of the use of Cash Collateral
authorized herein shall not impair the continuing effectiveness and enforceability of all other
provisions in this Order.

14.  Within three business days after the entry of this Order, the Debtor shall serve a
copy of this Order on: (a) the Office of the United States Trustee; (b) the Debtor’s unsecured
creditors; (c) counsel to the Secured Creditor; and (d) those persons who have formally appeared
and requested service in these proceedings pursuant to Bankruptcy Rule 2002.

15. Subject to applicable law, the terms of this Order shall be binding upon and inure
to the benefit of the successors and assigns of each party hereto, including any trustee appointed
with regard to the Debtor under the Bankruptcy Code, whether in a chapter 7 or in this
chapter 11 case.

16.  Nothing in this Order, including the Budget, shall prejudice, modify, limit,
preclude, enjoin, impair or otherwise affect any of the rights of the tenants of the Property,
including without limitation, the right to withhold rent.

17.  Nothing in this Order shall prohibit counsel for a subsequently appointed
unsecured creditors committee from requesting, as a condition of its employment, that it be
provided with a retainer, and said counsel may seek to modify the terms of this Order to obtain
said retainer. The rights of all parties in interest, including the Debtor and Secured Creditor, are

hereby preserved with regard to any request for payment of a retainer for committee counsel.
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SEEN AND WITHOUT OBJECTION:

/s/

Bradley D. Jones, Esquire

Office of the United States Trustee

115 South Union Street
Suite 210 Plaza Level

Alexandria, Virginia 22314

/s/

Nancy L. Alper

Office of the Attorney General For D.C.

441 4™ Street, NW
Washington, DC 20001

/s/

Rosa L. Evergreen, Esq.

Arnold & Porter Kaye Scholer LLP
601 Massachusetts Ave. NW
Washington, DC 20001-3743

CC:

Brent C. Strickland, Esquire

Nelson C. Cohen, Esquire

Whiteford, Taylor & Preston L.L.P.
7501 Wisconsin Avenue, Suite 700W
Bethesda, Maryland 20814-6521

EagleBank

7815 Woodmont Avenue
Bethesda Maryland 20814

2241478

END OF ORDER

Bradley D. Jones, Esquire

Office of the United States Trustee
115 South Union Street

Suite 210 Plaza Level

Alexandria, Virginia 22314

Michael J. Lichtenstein

Shulman, Rogers, Gandal,

Pordy & Ecker, P.A.

12505 Park Potomac Avenue, 6th Floor
Potomac, MD 20854



