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Talking with ... Scott Shuker: Is Chapter 11 losing its sting?

11:07 PM EST, January 29, 2010

Orlando lawyer Scott Shuker, 45, works primarily
with bankruptcies and in creditors' rights. In a region
where bankrupcty filings have increased fivefold in
three years, his high-profile cases include Dynetech
Corp. and the Vue condo tower. He spoke with staff
writer Mary Shanklin.

CFB: What was the single biggest bankruptcy you've
handled in the past year?

Far and away it was Bray & Gillespie out of Daytona.
They own 25 hotels in Daytona Beach and another 30
pieces of property, with $500 million in debt. They went
into Chapter 11 in September 2008, and they came out of
the bankruptcy in July 2009, which is pretty good. The
most-known case locally would be the Vue. We're about
to start the process of trying to sell the property, which is not unusual for real property whose value is less
than the mortgage debt.

CFB: Do you see businesses' attitude toward Chapter 7 and Chapter 11 shifting at all?

I only do Chapter 11. I have yet to see a case where Chapter 7 makes sense from a corporate point of view.
With the larger cases, such as GM and Chrysler, there has become a less-hostile view of Chapter 11: Debtors
used to view it as an alternative that was worse than death; to them, it mean they were a failure and had done
something morally wrong. Now it is often used as a business tool for dealing with a recalcitrant lender or
transitioning the property to a new owner. I think business owners used to view Chapter 11 as their failure to
run their business. The current economic situation shows these Chapter 11s often have nothing to do with
what the owner or manager did.

CFB: It takes the shame out of it?

Yes, it takes the taint of failure out of it, particularly if you have your property decrease by 50 percent, and if
you were counting on selling properties as part of your business and lenders won't make end loans. The Vue
and Mona Lisa condo projects had contracts for every one of their units, but lenders weren't lending and only
cash buyers could purchase. You had the perfect storm: Lenders started to get nervous about lending, which
caused sales to go down; that was followed by a 30 [percent] to 40 percent drop in values, so you couldn't
sustain the prices you had in purchase contracts.

CFB: Are creditors willing to accept less than they did a few years ago?

Yes, especially in terms of the lenders' debt. I'm doing a lot of workouts where the borrower is unable to
pay the loans but has a contact with a person or company that will buy the banks' note at a discount. With a



condo in Maitland that owed $9 million to Wachovia, for instance, we found a party to buy the mortgage and
note from Wachovia for $3 million.

CFB: What are you seeing in terms of the pennies-per-dollar being accepted on debts?

I'm seeing note purchases of 40 to 60 cents on the dollar.

CFB: How has that changed from a few years ago, before the real estate slump?

Dramatically. The biggest discount we could get at that time was maybe 10 percent.

CFB: How have courts adapted with bankruptcy cases becoming more common?

I've seen a couple things. It's more difficult to get court time, so you need to be more efficient. I've also seen
the judges give more time and rope. ... When a lender comes running in screaming, "I haven't been paid in
six months and I should get this property back," it often falls on deaf ears.

CFB: Do you see filings rising, falling or leveling off this year?

Certainly for the first half of the year, I think it will be the same or an increase; I don't see any turnaround till
the third or fourth quarters. In the last three days, I've had three hotels call me, the smallest of which had

debt of $15 million.

Mary Shanklin can be reached at mshanklin@orlandosentinel.com or 407-420-5538.
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