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UNITED STATES BANKRUPTCY COURT
MIDDLE DISTRICT OF FLORIDA

ORLANDO DIVISION

In re: Case No.: 6:07-BK-00761-ABB

LOUIS J. PEARLMAN, et aL. Chapter 11

Debtors. Jointly Administered

OBJECTION OF THE OFFICIAL COMMITTEE OF
UNSECURED CREDITORS TO THE CHAPTER 11

TRUSTEE'S MOTION TO APPROVE SETTLEMENT AND
COMPROMISE OF CONTROVERSY WITH THE

RESIDENCES AT ATLANTIS DEVELOPMENT LIMITED
. AND TO TRASFER, SELL AND ASSIGN PURCHASE
AGREEMENTS IN THE CASE OF LOUIS J. PEARLMAN

The Official Committee of Unsecured Creditors (the "Committee") of the bankptcy

estate of Louis J. Pearlman (the "Debtor") hereby objects (the "Objection") to the motion (the

"Motion") of Soneet R. Kapila, as Chapter 11 Trustee (the "Trustee") for the Debtor, pursuant to

Fed. R. Ban. P. 9019 and 11 U.S.C. § 363(f), for an order approving the settlement and

compromise between the Trustee and The Residences at Atlantis Development Limited

("RAL") pursuant to the terms of 
that certain Stipulation of Settlement by and between the
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Trustee and RAL dated November 30, 2007 (the "Stipulation"), including the assignent of

the Trustee's interest in and to certain condominium units and rights under Purchase Agreements

with RAL. In support ofthis Objection, the Committee respectfully states as follows:

Backl!round

1. On March 1, 2007 (the "Petition Date"), Tatonka Capital Corporation,

Integra Bank, American Bank ofSt. Paul and First National Bank & Trust Company of Wiliston

(collectively, the "Petitioning Creditors") filed an involuntary petition under chapter 11 of the

Bankptcy Code against the Debtor.

2. On March 8, 2007, the Petitioning Creditors fied an emergency motion

seeking the appointment of a chapter 11 trustee (Dkt. No.6). By order entered on March 16,

2007, the Court directed the appointment ofa chapter 11 trustee (Dkt. No. 26). On March 30,

2007, the Court entered an order approving the appointment ofthe Trustee (Dkt. No. 46).

3. On May 16, 2007, the United States Trustee for the Middle District of

Florida, Orlando Division (the "U.S. Trustee") appointed the Committee as the official

representative of the Debtor's general unsecured creditors.

The Motion

4. As discussed below, the Trustee has not offered any reason why the

Motion needs to be heard on shortened time and has not supported the Motion with any

competent evidence or legal argument why RAF should not return the full amount of the

deposits to the estate. The Committee is entitled to conduct discovery regarding, among other

things, the value of the Debtor's interest in the properties and the nature and extent of the

Debtor's right to return of the full deposits to determine whether the valuable rights the estate is
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compromising under the current terms of the proposed settlement are worth more than

the payment to be made to the estate if the settlement is approved. Based upon the lack of an

adequate evidentiary basis to support the Motion, the expedited schedule for the hearing on the

Motion, and the substantial rights the estate wil forfeit if the settlement is approved, the Court

should continue the hearing on the Motion for at least sixty (60) days to allow the Committee to

conduct due diligence and evaluate the propriety of the settlement.

5. According to the facts set forth in the Motion, prior to the Petition Date,

the Debtor paid approximately $2,298,000 to RADL for the purchase of five condominium units,

including a penthouse unit and four apartment units. On February 21, 2007 (only eight days

before the Petition Date) RAL and the Debtor entered into the Termination Agreement (as

defined in the Motion), whereby (a) the Debtor terminated his agreement to purchase the

penthouse unit and (b) the Debtor's $1.34 milion deposit for the penthouse unit was divided as

follows: (1) $340,000 was forfeited to RAL; and (b) $250,000 was applied to the purchase

price for each of the four remaining apartments.

6. The Trustee now proposes to settle any claim he may have against RAL

in exchange for a return of$1.6 milion of the estate's contract deposit from RAL. Thus, the

estate wil, in essence, forfeit $698,000 to RAL out of the initial sum of $2,298,000 that the

Debtor previously paid to RAL.

Objection

7. The Committee is the statutorily authorized representative and estate

fiduciary of the general unsecured creditors in the Debtor's bankruptcy case and, as such, is

charged with the task of ensuring that the value of the assets of the bankruptcy estate are
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