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numbers because there is tons and tons and
tons of profit and money to be made by
Bear Stearns, Goldman Sachs, etc. by selling
derivatives on Wall Street. So I would dis-
agree that.

ANDROVETT: Jack, its sometimes said that
in 2009 all discovery is e-Discovery. But cases
like Madoff and Stanford Financial, do they
pose any particular nuances, challenges, or dif-
ferent dynamics than your run-of-the-mill con-
tract dispute?

HALPRIN: [ would actually extend that
idea out of just the financial services indus-
try. But the real challenge with that is in the
idea of e-Discovery is that at some point
were just going to start calling it “discov-
ery” again. The challenge is the data sources,
where they live, how you find them. Youve
got a tangled web of investments, and you
dont know where they begin or where they
end. The receiver has a challenge going in,
in the Stanford case, of actually locating the
data, understanding what's there. The biggest
challenge with electronic data, unlike paper
where you have to shred it or actively destroy
it, its very easy to alter it. You can change
the metadata. Spoliation occurs very rapidly,
sometimes just by opening up a document
you can alter the metadata, which could
affect your case. So the challenges there lie
from the fact that you have to understand
the different types of data sources. Depend-
ing on the industry, depending on the regu-
lations, you may have seven to ten years of
compliance archives with e-mails and other
documents,. You may have voice recordings
thatarealso retained, and that presentsa chal-
lenge in terms of how you go through those.
You may have hundreds if not thousands of
different file types located across different
operating systems, backup tapes, file servers
that have been put out of use, legacy systems.
So I guess from the e-Discovery perspective
in these cases, the real challenge comes from
how do you actually find data, how are you
able to analyze it and understand it. If you
think about the volumes of data that are
out there today, you could have hundreds
of millions of documents out there, and you
need to look over those quickly and easily.
That's where the idea of using technology
so you can understand it and cull through
data quickly, going back to your question of
whether we see firms wanting to keep the
data sets large and not use advanced technol-
ogy, the same rule applies here: you're going
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to need better technology
to understand what’s there
and crawl through the mess
of documents that you
might come across.

FLORENCE: Stanford is
a good example of a data
issue. I read some papers
in that matter just a couple
of days ago where the U.S.
receiver has accused the
Antiguan receiver of going
to Canada and deleting
data the U.S. receiver was
trying to obtain posses-
sion of. They were doing it,

of course, to protect their
respective turfs. And now we have the unen-
viable situation of the Antiguan receiver bat-
tling with a U.S. receiver while all the inves-
tors are hoping that they get some return of
their money.

HALPRIN: And that just points out another
big challenge. It may not even be the receiver
that’s deleting the data. If you have employ-
ees that know they’re going to lose their job
or that have been given a notice, you have
the challenge of just how do you maintain
that data before they leave, how do you
ensure assets don't walk off. Its been a huge
challenge that we see a lot of organizations
facing. And were working with one of our
customers to get evidence from 50,000 dif-
ferent laptops from 50,000 employees, and
it’s a massive project, and they look to us for
technology. But that gives you an idea of the
scope of these challenges.

ANDROVETT: Gerrit, this notion of hoard-
ing cash which we heard earlier, Iin curious, the
clients who come to you and want your expertise
to help them find a way out of their problem?
Can you characterize for us how much of their
problem is related to the umbrella we call the
"bad economy” and how much is it that they
can't get paid because other people down the line
are hoarding their cash?

PRONSKE: When I talk about hoarding
cash, to me that is a concept of projecting
out what your business is going to look like
over some reasonable period of time and pac-
ing yourself. It is not really so much a mat-
ter of paying people or not paying people.
It is really more of a matter of timing. And
there is always something inside your brain
that says, “I want to take care of this prob-
lem, and I want to take care of this problem

now.” And by doing that, you get yourself
into a bigger problem. So when I talk about
hoarding cash, maybe “hoarding” is not the
right word but it is really more of a pacing
concept like a scuba diver that has a litde bit
of air left in his tank and you don’ take the
big gulp right now and wait to see what hap-
pens. You have to pace yourself and make the
whole swim. And so hoarding cash or what-
ever you want to call it, preserving cash, is a
real important concept because cash is king.
Cash is really what your lenders are look for.
They are looking to try to get as much now
with the banking system the way it is and
with regulations the way they are. And some-
thing we are seeing a lot of right now is that
banks that take TARP money are subject to
more regulation, and that hurts borrowers
that are banking with banks that are taking
TARP money. We are seeing banks do things
that a borrower says, “Well, it doesn’t make
sense if the bank does that because they're
not going to get paid.” Well, forget that. It
has a lot to do with the environment. And
banks have fear. Bankers have fear of their
jobs. And regulators are putting all sorts of
regulations on things. What you have to do
is look at your reasonable worst-case scenario
over some projected period of time and not
do what feels right at the time, which is to
solve all your problems by taking your lim-
ited amount of cash that you have available,
making the bank happy, getting them over-
collateralized and comfortable, or taking that
nice piece of land that you have that’s unen-
cumbered and pledging it to some lender
like the pacifier and the baby, but instead,
to make the hard decisions to say “no” to

the lenders, if that is appropriate under the
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circumstances, and to pace yourself out. We
need to know, as lawyers, about this macro
situation with the economy because we need
to be able to tell our clients, “Have you con-
sidered the fact that this might not be a six-
month problem, that this might be a three-
year problem, and you need to project out
for that worst-case scenario.”
ANDROVETT: Generally speaking, bad eco-
nomic times lead to more litigation. I know at
least at the end of the year a lot of trial lawyers
were saying we hadn’t seen it yet. Can you talk a
little bit about either now or in the near future
what the subsequent litigation is going to look
at? And, Craig, your law partner Rick Faulk
talks about how were on basically the brink of
a tsunami. And, Judge, one of the things that
Rick talks about is that youre going to have
a lot of angry jurors if these cases ever get in
front of juries because theyve got 50 percent of
what they used to have in their 401k. So talk
a little bit about what we can foresee in terms
of the kinds of litigation and what if these cases
go the trial, whats going to be the courtroom
dynamic.

JUDGE ASHWORTH: Well, in terms
of trends, and as a result of what I would
describe as a serious evaporation of cash and
liquidity, we certainly have all taken on a
higher state of consciousness regarding the
value of having cash. So one of the trends
that I'm seeing at JAMS and in the business
community generally, is that parties are actu-
ally taking a longer “wait-and-see” approach
when dealing with their litigation. They’re
keeping it in-house longer and trying to
resolve it themselves and consequently, are
slower to refer it to outside counsel in an
effort to try and save litigation costs. In addi-
tion to that, the other trend that we're seeing
is that there’s a greater increase in pre-suit
and early mediations, particularly in terms
of businesses that are either already “under
water” or whose margin of economic sur-
vivability is less than their litigation budget.
There is definitely a more concerted trend
toward resolving disputes with the least
amount of impact on the immediate bottom
line. So I dont know when the litigation tsu-
nami comes, but I don't think we've begun
seeing it yet.

FLORENCE: I don't think we've seen it yet
either, and there are a variety of reasons for
that. The prevalence of arbitration keeps a
lot of these disputes out of the media and
off the radar. You can also say that in-house
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counsel take a really close look at the cost of
litigation. I moderated a panel presentation
by a group of distinguished in-house general
counsel last week, and they made it very clear
that if youre a law firm thats not willing to
adjust to the times, youre probably going
to be a law firm that’s not going to be hired
by them. Of course, that fits part and parcel
with the e-Discovery because we all know
that, in this day and time approximately 80
percent of the cost of a case is going to be
in the discovery phase. In federal court, only
3 percent of the cases now go to court. So
yes, we see a lot of earlier mediation. We see
a lot of arbitration. In terms of the types of
cases, they do have a different twist. We're
seeing a lot of receiver actions being filed.
We're seeing more governance claims and
the frequency of filing the classic business
divorce case is going to increase throughout
the year. But in terms of RicK’s prediction of
a tsunami in litigation, it’s still a little bit out
there, though it may be heading our way.
HALPRIN: Weve seen cases become much
more complicated in the last year. There are
a larger number of custodians, greater details
in the facts. Going back to what the judge
said: organizations are really trying to keep it
in-house longer. In-house counsel wants to
keep the data in-house. They dont want to
send it out. There’s a lot of reliance on what
is referred to commonly as early case assess-
ment technology with the ability to under-
stand the data before you collect it, be able to
look at what's on the organizational systems,
analyze it in place, to reduce these costs up
front and determine whether the case is
something you should fight or settle quickly.
This is a more proactive approach to trying
to avoid litigation. But I do see that there has
been an uptick, and it will continue.
PRONSKE: A lot of what we have seen to
date, as far as the economy, are situations
that arise out of investment collapse with
the stock market going down and all of that.
I agree with Craig that you are seeing a lot
of arbitrations now because when you are
suing in the securities field, usually you have
a contract or agreement that has an arbitra-
tion provision. What we are going to see
that is sort of a leading indicator that arises
out of the financial crisis are the things that
come out of the collapse of the investment
system. What we are starting to see now —
and hugely in our business —are real estate
bankruptcies. Last week I got a new case

every day involving commercial real estate.
We went ten years without having real estate
bankruptcies, and we are no seeing sub-
stantial amount of that, which really makes
sense when you think about it because when
you have consumers not spending money
at retail stores, then you have retail stores
that are going out of business and not mak-
ing their lease payments to their landlords.
And then you have landlords that cannot
make their mortgage payments and can-
not pay their expenses, and they default to
their lenders. And then you've got commer-
cial defaults and foreclosures. So that takes
a while to filter through the process. So far
we are just starting to see those commercial
defaults. And they are going to get to use
the word “tsunami,” There’s going to be a
tsunami of commercial defaults in the next
six to nine months, and we're going to really
see a tremendous amount of litigation. And
those situations are not governed by arbitra-
tion clauses, so that will be straight litigation
and bankruptcy.

AUDIENCE MEMBER: My name is Troy
Austin, and, like Jack, Iin a recovering attor-
ney, almost fully recovered. And we have a com-
pany called Unity Financial Services. Were a
Jjoint venture with Unity National Bank out
of Houston. Tve been in the financial services
arena_for ten years, mainly in the area of sub-
prime. I was general counsel for a national
subprime lender, and thats where my eyes were
opened to things that were going on. I remem-
ber when I took that job my dad called and
said, “Yalls stock is doing great. Iim going to
buy some.” I said, “No, no, trust me, dont. Iin
telling you, this is going to be bad.” I've been
preaching this for many years, and now Im
Jinally right. Lawyers are on the cutting edge
of this; theres no question. And not just in the
regulation and in the litigation and some of
the litigation that leads to regulation. What
are some creative ways that you guys are seeing
out there other than just litigation, other than
Just regulation, other than just traditional law
practice? I mean, I know that we formed this
business to go out to national lenders provid-
ing some of the loan line solutions, some of the
recovery solutions that are being developed by
the government and imposed upon the finan-
cial services arena. What are some other niche
ways that youre seeing attorneys adjust to this
environment so that they can capitalize on this
while also helping fix the problem?
FLORENCE: What I've seen is that you
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cant approach it in a cookie-cutter fash-

ion and theres not just one solution. But
the better lawyers that I've seen recognize
the circumstances and complexity of their
litigation and they try to take steps so that
they can manage it and handle it in a fash-
ion that will be satisfactory to their clients.
Complex litigation involving securitizations
is a good example where you have millions
of documents. At least in Dallas County,
most of us would agree that our judges don't
receive the sort of support that they should
and that they need to handle those types of
cases. In some circumstances, they've turned
to using special masters, and that’s been suc-
cessfully used to help keep the largest, most
complicated cases going forward. I know
Judge Ashworth has some experience in
that area. I know Judge Lopez has also had
some experience in that area. Thats a good
example of how you can approach compli-
cated cases and find ways of handling it that
maybe aren’t traditional. Good lawyers are
going to do things that aren’ traditional in
order to ensure that the cases can progress
appropriately.

JUDGE ASHWORTH: Craig makes a
good point about the use of special mas-
ters, especially in large, complex and dis-
covery and e-discovery intensive cases, and
yet, its probably the most under-utilized
by lawyers. As we know in litigation, “time
is money” and using a knowledgeable and
decisive special master can often assist the
court in making the litigation process both
more efficient and flexible for the parties.
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For example, when necessary, motion sched-
uling can be reduced from weeks to days,
and generally at times less restricted by a
court’s busy docket. Additionally, since hear-
ings can be conducted away from the court-
house, scheduling can be made more flexible
for the lawyers, parties and witnesses. This
also makes it logistically more convenient for
cases with large amounts of documents and
exhibits, including the ability to even take
the hearing the the documents. In effect,
there is a “buffet” quality involved in using
a special master and the parties’ agreement
or the courts order can grant the scope of
the special master’s authority to as litde or
as much as is necessary. As a special master, I
have been involved in issues as narrow as “in
camera’ review, to handling all discovery, to
ruling on dispositive motions, to trying the
entire case to a jury, including billion dol-
lar securitization cases. While the rulings are
subject to the same appellate review, it can
give the case more particularized attention
and by making the process more efficient,
offers a shorter litigation time-frame with far
greater flexibility.

PRONSKE: There is a ot of retooling going
on with lawyers. The guy that you met in
the elevator a year ago who introduced him-
self as a real estate lawyer today introduces
himself as a troubled loan specialist. And the
guy that introduced himself as a business
transactions lawyer now introduces himself
out as a workout guy. Lawyers that are good
real estate lawyers do know how to deal with
troubled loans, and that retooling can be an

easy process. And somebody that is a good
business lawyer that understands business
can be a good workout specialist. So you are
seeing a lot of that retooling because people
have to continue and earn livings and work.
But the other fallout of that obviously is, at
law firms all over the country, people are
losing their jobs, and a lot of the bigger law
firms are telling lawyers that they hired to
start work in the fall that they cannot come
until spring, and who knows what will hap-
pen in the spring.

HALPRIN: While were on the cutting
edge of litigation, as a general rule, lawyers
tend to be technology adverse, and there’s
been resistance to change and adaptation
to new technology over the years. Just look
to the idea of the TIF images still being the
most-relied-on image format, something
that hasn't really been updated by Adobe for
many years. While there’s been a resistance
to add new technologies, this goes back to
what I said earlier: We're seeing more and
more firms look to adopt new technology,
bring more technology in-house to become
more efficient, to provide better services to
their clients. Weve seen former litigation
experts become e-Discovery experts, com-
pliance experts, with firms bringing full
departments in-house to help organizations
deal with the challenges of electronic data,
complying with new regulations, and build-
ing up consulting practices around that,
trying to branch out into other areas where
they can help their clients. I've also seen a
lot of firms take an approach that they want
to bring the e-Discovery process in-house.
Rather than outsource it, theyre looking to
build their own technology group inside to
help increase revenues. So we've seen a lot
of changes on the law firm side from that
perspective. On the corporate counsel side,
we've seen corporate counsel looking to
build their own internal processes, actually
reaching out to IT and forming better part-
nerships, as well as to records management
and compliance officers. They're trying to
see if they can pool assets and information
in the company to better prepare for the
coming changes.

JUDGE ASHWORTH: Just as a short fol-
low up to what Gerrit mentioned about the
retooling of lawyers because of this crisis. I
tend to agree that we will see some of that in
theaftermath, and perhaps there will be some

good that comes from it. Unfortunately, we
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tend to not be such good students of his-
tory, but perhaps this economic lesson has
been harsh enough to leave a more lasting
impression.

AUDIENCE MEMBER: Steven Kardell
with a question for Craig. Whats that crazy
Jederal law that won't let you do discovery in a
securities fraud case?

FLORENCE: The Private Securities Litiga-
tion Reform Act. That statute has height-
ened pleading requirements, and its been
proven to be a difficult thing to overcome.
Now, there are some cases where receivers or
examiners are involved and where there’s a
lot of information that's made available. In
those circumstances, it’s a little bit easier to
craft the case. But if you don' have those
type of circumstances and you don't have
someone on the inside or formerly on the
inside, you're facing a pretty tough road.
AUDIENCE MEMBER: A follow-up ques-
tion is: Isn't it almost impossible when you talk
about all the bad conduct thats gone on that
created the crisis were in right now, and you
g0 back to Enron and talk about all that bad
conduct which bas worked its way through the
Jederal courts on the private securities cases, isn’t
it almost impossible to prove a case?
FLORENCE: It fair to say that there have
been a lot of courts that have been hostile
to it and they’re not opening the doors that
you might expect. But it’s also fair to say that
where we're sitting today, that its worth re-
examining some of those issues, and there
may well be legislation passed that will bring
about change in that respect. Some courts
may be willing to look at it in view of some
of the circumstances that we have today. I
mean, after all, we need a system that pro-
tects investors and allows for them to partici-
pate. When we have laws that run counter to
that idea, we have to examine them critically.
We have to also balance the need to protect
investors against frivolous claims and the
cost that imposes on corporations and on
the system as a whole. So there’s definitely a
balancing act here. Everybody has an opin-
ion as to whether the pendulum has swung
too far or not.

AUDIENCE MEMBER: My name is
Charles Caldwell. I'm an ad valorem property
tax lawyer. And Craig mentioned financial
engineering and, Gerrit, you mentioned lend-
ers not really caring whether Obama paid the
money back or not. My question is two-part.
One, how did we move so far away from
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general accounting practices and, two, is the fed-
eral government now engaging in somewhat by
lending billions of dollars? Where is that money?
Is that money real?

FLORENCE: Tough question. There’s no
question the federal government is lending
money, and you see it in connection with
TARP. Isnt that the best example of a cir-
cumstance where the government is resistant
to having those loans repaid? And the reason
that some of the institutions want to repay it is
because they want to be out from underneath
the regulations associated with that money. I
can understand why they would want to do
that. They want to maintain their flexibility.
But when the government is a player in the
marketplace, there will be entanglements
associated with its participation. Anyone
who expects otherwise is not being realistic.
You could argue that the government has
not been as aggressive as it could be in some
respects because when theyve taken stock
ownership, they haven't been very aggressive
in terms of taking a voting position. They've
been criticized in some quarters for that. The
government’s participation is real and signifi-
cant and is going to evolve for quite a while.

PRONSKE: This is a real problem, and the
reason that we generally do not have gov-
ernments owning businesses and banks and
financial institutions is it is impossible for the
federal government to manage those kinds
of assets effectively. I remember when the
TARP was first passed - a couple of weeks
later, the head of Merrill Lynch — which
had fallen by then — was caught on the
telephone that he did not know was being
recorded saying that when the money came
in they were going to take the money and,
rather than loan it out - which was obviously
the whole point of it - they were going to just
sit on it and improve their balance sheet. And
then the question was asked, “When they
passed TARD, why didn't they put a provi-
sion in TARP that required the banks to loan
the monies back out?” And the answer that
I heard from a congressman that was inter-
viewed was, “Well, that’s too hard to admin-
ister.” And so what are you doing loaning all
this money or giving this money to institu-
tions and not making them loan it back out
because it’s too hard to do that. Then the idea
is then you should not be engaged in that
business of providing billions of dollars to
institutions and not being able to adequately
watch it. And so you get that problem. And

then you get to the other problem, which I
am seeing a lot of, which is these regulations
come in that make no sense, but they have
to be done broadly and applied to all banks,
so they make these regulations, and you can-
not get around them, so the bank cannot
really maneuver to do what makes sense to
get paid. And so it is just a problem you have
when you have the federal government when
you have Tim Geithner, basically the CEO
of all of these banks that are receiving TARP
money, it is just not to criticize him because
he is doing a great job in my opinion, and I
agree with what Judge Ashworth was saying
about the whole administration’s approach,
but it is just a matter of scope. You cannot
have the federal government administering
all of this and effectively running the show.
It just it doesnt work.

ANDROVETT: [ want to build on the ques-
tion the gentleman asked in the back that had
to do with opportunities and looking for cre-
ative solutions. We tend to focus on the distressed
client or the distressed company. Is this the time
to go to your healthy clients and implement
some changes, some suggestions or renovations?
Or is that not necessary?

HALPRIN: I'll start by saying what we've
been seeing: clients looking to implement
new solutions and change their processes. It’s
not just the companies in crisis, not just the
firms in crisis, it’s across the board. Everyone’s
been taking the opportunity of this crisis to
look for ways to improve processes, both
from managing their data and managing
litigation, to reducing costs to become more
advanced. They're looking at what's happen-
ing both in the financial crisis and on the
government side with regulations, but also
looking to see whats happening with regula-
tions surrounding e-Discovery and the case
law, looking to see how the judges are react-
ing to new technology and trying just to stay
on top of things so that they’re able to be pre-
pared should something happen. There are
definitely healthy organizations that are also
looking to improve their processes. What
were seeing, more importantly, is organiza-
tions wanting to see concrete ROL They're
looking to understand how this expenditure
going to benefit them. Theyre not willing
to throw money towards a solution without
understanding how the benefit will come to
them in the future, and thats where we're
seeing a lot of success is in providing that
for organizations and giving them the ability
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to reduce their costs over time and become
a more effective, efficient and compliant
organization.

FLORENCE: Companies are undertaking
this process, and theyre taking it seriously.
It’s not just at the general counsel level. Its
also at the board level. I see boards recogniz-
ing that there have been institutional failures
of such a magnitude that they have to re-
examine how they do business. They have to
examine the protections they have in place
for the company and, ultimately, for their
stockholders. So, this isn't happening in a
vacuum. Its not lost on board members. 'm
surprised we haven talked about this issue
today because board members play such an
important role in governing our corporate
institutions. They recognize the need to be
as vigilant as ever. They are bringing about
change, and its going to be positive for their
companies and for investors as well.
PRONSKE: When you see economic prob-
lems become legal problems, we, as lawyers,
need to be proactive — especially as business
lawyers — in helping our clients recognize
those kinds of issues and help them figure
out where they are going to go. For exam-
ple, where there is sort of a marriage of legal
problems and economic problems you look
at things like your equipment leases and your
real estate leases. Do you need to be keeping
all your property? What's the legal ramifica-
tion of giving back your property if you have
a real estate lease or equipment lease? Or do
you need to sell some of your operations or
cut back your operations? Another issue that
we need to make sure and keep our clients
abreast of s, if their problems become such
that they get close to what we call a zone of
insolvency, that, from a legal standpoint, offi-
cers and directors can have personal liability
for decisions that they make and that per-
sonal liability running to creditors. So it runs
kind of afoul of what we think of officers
and directors not having legal responsibility
for the decisions of the corporation, but as
the business goes through tough economic
times, it can reach a zone of being close to
the edge to where there is personal respon-
sibility. As business lawyers, we are always
responsible to our clients to keep them aware
of those kinds of situations and to help them
work through them.

ANDROVETT: Theres got to be apportunities
out there for the smart business person. What do
you see as the opportunities going forward?

JUDGE ASHWORTH: At the outset, were
going to see a return to cash being king in
the markets. We got seduced for a while into
thinking that equity and credit were inter-
changeable equivalents and now we're pay-
ing the price for that mistake. In many ways,
we are in another very painful cycle in the
continuation of our economy, and it is not
unlike what we experienced in the ‘80s with
the bargains that developed from the deval-
ued real estate. Smart investors with cash on
the sidelines are going to be able to come in
and cherry-pick some very attractive assets at
deeply depressed prices. I know its a tough
time right now for transactional lawyers, but
as we wade through this and begin to digest
much of the outstanding bad debt, there are
going to be a lot of deals made when things
do take an upswing. I suspect a whole new
set of hedge funds are going to come out of
this. There are some great opportunities, par-
ticularly in the real estate area.
FLORENCE: Whether you're an individual
struggling to make a mortgage payment or
youre a corporation that’s overleveraged,
the lessons are clear that too much debt is a
problem. You see it at almost every level that
companies are attempting to de-lever. Those
companies that have been the most fiscally
conservative and those companies that have
the most cash and financial wherewithal are
going to be in a very good position to make
strategic acquisitions. I don’t think we've seen
a tsunami of acquisitions in that respect. The
economy remains tight. Hopefully welll
begin to see more corporate transactions as
things loosen up a little bit.

HALPRIN: It goes back to some of the
things I've said already. We've seen there’s
an opportunity to be much more proactive
in your approach to how you handle e-Dis-
covery and Information Risk Managment.
In addition to trying to reduce the costs,
just prepare for changes, be more strategic
in both investments and acquisitions, and
prepare the organization for what's coming.
At the end of the day, those that are forward
thinking, thinking outside the box, and will-
ing to adapt to new technologies are going
to survive better and thrive, becoming more
efficient. In the case of law firms, they'll be
able to offer a better value to their clients.
They're able to actually reduce the cost to the
corporation, to the general counsel. Internal
legal departments are able to reduce their
costs. And most legal departments tend to

be cost centers, they don't make money. But
there are opportunities for the general coun-
sel’s office and the legal team at corporations
to reduce costs and show that they have a
benefit to the organization, that there is a
reason to let them spend money and build
out better solutions.

PRONSKE: The blueprint of some of this
comes from the 1980s when we saw real
estate prices artificially go down 30 to 50
percent, there were lots of foreclosures, RTC
and FDIC were taking over savings and loans
and banks and all that. As Judge Ashworth
was just saying, cash is king. The players
that were able to capitalize on the real estate
devaluing in the 1980s were the cash play-
ers that came in and bought up and sort of
mopped up all the devalued real estate. And
within five or six years, the prices were back
and they made a killing on that. It is sort of
ironic because the legislation that caused a
lot of the problem in the ‘80s was the Tax
Reform Act of 1986, introduced by Senator
Bill Bradley, legislation that killed many tax
benefits from these real estate partnerships,
was intended to keep the rich from getting
richer and the poor from getting poorer. And
it ended up really having the opposite affect
because it stopped the investment, created
the real estate crash, and then the people with
the wealthy people with cash came in and
mopped up on the properties and became
all the wealthier. But we are already starting
to see that. I am working with two hedge
funds right now that have huge amounts of
money that are being invested, and they are
not really doing things right now. They are
looking nine months in the future, and they
are seeing the commercial defaults coming.
And there is unfortunately going to be tre-

mendous opportunity in six months, nine
months or a year for those types of hedge
funds to take cash and to turn it into a huge
opportunity. <>




They call them plastic polyhedral cubes marked on each face with a different

number of circular patches or pips representing integers one through six.

We call them DlCE .l

Why complicate things?

G A R D E R E There's risk enough without taking chances on your legal
counsel. For almost a century, companies have turned to
us for solutions, sound advice and straight answers.

We'll work to ensure your business runs smoothly, and
we'll help you be ready if the tables turn.
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