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Chapter 11:
2nd chance
for survival

As a general rule, there are
few happy endings for compa-
nies entering bankruptey. Of
the roughly 16,000 companles
that file under Chapter 11 of
the federal bankruptcy code
every year, only an estimated
5 to 10 percent survive,

Why? The companles in-
volved face extraordinary
debt often brought on by
mismanagement. The reasons
vary from the inability to re-
spond to a changing market-
place to legal judgments
awarded s a result of an accl-
dent or crime.

“Chapter 11 isn't for every-
body, and (he only thing it re-
ally affords is rellef [rom your
creditors and the time to put
things back together agaln.
There are no guarantees,” safd
Joseph M. Fischer, a partner
with the law fiem Carson,
Potts, Flscher & Hyman in
Blrmingham, which has spe-
clalized In bankruptey pro-
cved!ny since 1972,

“For a company in Chapter
11, It's not the end of the
woxld but they do have to
prove to a judge that they are
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Twelve months
after filing tor
protection
from creditors,
Harry Brandt
was able to
announce a
profitable first
quarter for
1990 for
Sharco
Express.
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Communication
Workers, customers need it

By RJ.King
spoctal writer

odus, we weuld have had to close the door.”

reorganizing and
thelr debts, paylng off what
they can and gearing up to get
back to normal.”
ause restructuring often
involves substantial risks,
where declphering a compa-
ny's flnances and plans for re-
emergence is akln to penetrat-
tng a legal jungle, those In
trouble may opt to sell or lig-
ufdate assets, Fischer said.
SiH, In the face of incredi-
ble odds, once-beleagured
businesses can come back
from bankruptey.
Chapter 11 offered Shareo
Expresa and Un Boring Co. a
second chance, _ R.J. King

At ease in hls Livonla offlce, Sharco Express
president Harry Brandt reflects on the war that
nearly cost him his truck shipping business.

Hls enemy: a mound of debt that threatened to
crlpplethe company,

Brandt's Is a weary smile, but a smile nonethe-
less. Because 12 months alter filing for protection
from creditors — Chapter 11 of the federal bank-

AFA TON HILLS resident, Brandt start-
od Sharco Express In Lansing In 1984. The compa-
ny's primary buslness was shipping food products
and automotive parts.

“We were rolling along pretty well up untll 1988
when our (annual} revenucs drepped from a peak of
$4.5 milllon to $2 mitlton. The industry was chang-
Ing al! around us, and the debt started to mount like
a tidal wave almost avernlght.”

ruptcy law — the ap
first quarter for 1990,

“Qur biggest nightmare was telling our custom-
ers that we were n a black hole of debt,”" Brandt
3aid, recalling when he faced the realities of bank-
ruplcy in Apri! 1989,

“We had our monthly opcrating expenses that
were four times what we could bear while at the
same time there was no way we could afford to lose
a single client, If there was even the slightest ex-

The p Sharco Express faced, as did many
others In the trucking business at the time, was a
deregulation of the industry that allowed for more
control by Individual shippers and the opening of
tightly restricted shipplng lanes.

Coupled with the greater competltion deregula-
tion brought, an increase of accldents across the
country spurred [nsurance companies to raise
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Quality service
keeps premier
client satisfied

Never have the stakes in a
company's survival been higher.
Facundo Bravo, president of Uni
Borlsg Co., an automotive sup-
pller in Livonia, faced the uncnvi-
able task of Informing his em.
ployces of a payless payday.

\Vith Its market share plum-
meting and Ity credlt all but drled
up, the machlne tool bullder was
$1.5 million In debt in 1984,

Surely something was bound to
change, especially with Bravo
holding a $40,000 check — more
than enough to cover his payroll
the next day. But rellef was tem-
porary when a message from the
bank arrived: It would take five
buslness days for the check to
clear.

“1 couldn't belleve it,” the Ar-
gentlne-born Bravo said of the in-
cident just days after the compa-
ny had filed for protection under
Chapter 11 of the federal bank-
ruptey law, “The check was from
Ford Motor Co. Ccna[nly they
were good for the money,”

Exasperated, Bravo stared
blankly at the check, wondering
what he was going to tell his em-
ployces, when he noticed the pay-
ment was drawn on a bank in
northern Carollna. Would they
honer It sooner?

A phone call brought a quick
answer. If Bravo would send the
check by next-day delivery, it
would be cleared In less than two
hours. The crisls was avoided.

But shoring up the company's
cash flow was just one of the nu-
merous problems Bravo faced
durlng the two years and three
months the company was under
the supervision of a federal bank-
ruptey court,

‘I treated bankruplcy
asawar.’

— Facundo Bravo
Uni Boring Co.

THE MOST DAUNTING task
was trying to revlve a revenue
loss of more than $2 mitllen in
three years.

“The worst part of the whole
situation was when 1 took over
the company In 1983. It was al-
ready golng down the tubes, and
the banks were ready to put the
padlock on the doer,” said Bravo,
who started with Unl Boring In
1976 as a machine operator.

“But the minute we went Into
Chapter 11 to try to reorganize
the company, they walked away
all;: flnancing was next to tmpos-

o

FOUNDED IN 1969 by Antho-
ny Kamin, the campany made its
start supplying parts to machlne
too] builders, carning profits for
the first 10 years of its cxistence
until stiff foreign competition and
a colossal downturn of the auto
industry erased much of the de-
mand for components.

“Our customer base seemed te
dry vp overnight. We were mak-
ing money but not enough to cov-
¢r the back debt, and I really
didn’t find out how bad things
werced untl the books were

ned.”

In 1981 the company was em-
ploying 45 and had revenues of
more than $3 milllon. By 1983,
the staff had been cut to elgit
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Auto seat belt use could
save business big bucks

By Gerald Frawley
statf writer

Buckle up, corporate America — car accldents
are costing you money.

Natlonal safely belt awarencss week (May 21-28)
applies to businesses just as much as it applles to
the individual, according to Pat Harrington of the
Michigan Coalition for Safety Belt Use located in
Pcnr.lne .

d $1.9 bil-

llon a year,” Harrington said Emplaycc safety belt
programs are low cost and can reduce insurance
premiurns, work loss and retralning, and auto acel-
dent costs associated wilth personal Injury,

Lost production from worker absenteeism, wast.
ed supervisor time spent In rescheduling, overtime
pay and decreased productlvity from a hurried
stalf trylng to make up work for absent employee
is also avolded, she said.

THE COALITION Is currently holding seminars
throughout the state, inviting small, medium and
large cor to attend.
notables like GM chalrman-clect Roger Stempel,
explain the Imporunee ol corporate safety belt
has been good,
she uld but the coalltlon intends to contlnue mak-
Ing followup calls on companies through the sum-

mer,
said risk and hnallb

offer pr and cus:
tomized pmgrnms for companies that need hclp
setting up thelr own program. A llst of such compa-
nies can be obtalned from the coalition at 674-4861.

Jetry Graczyk, vice president for loss control at
Consolidated Risk Manngement Services in Farm.
Ington Hills, sald employee safety belt use pro-
grams have grown in popularity in recent years in
large carporations, but haven't becn as prevalent In
medium and small companles.

Large corporations have been able to run compa-
ny programs, but small and medlum-size compa.
nies haven't, be said.

Clnnglng laws ln the -uw. he :vnllnued, will

make |t
Snlely lnd Health Admlnhlntion (MIOSHA) coutd
make seat bell use mandatory for on-Job workers
as early as next year,

“That would make It a MIOSHA violation as well
25 a violation of state law.” Gracayk sald, Compa.
5& and employees could be fined for such viola-

jons.

Graczyk sald employee safety belt programs in-
clude four components: the commitment, educa-
ton, § and phases,

m'nm COMMITMENT phase, to]
rsonnel commit to and ut werlll dluclion lnd
pollcla for the program, be sald. “Unless the top
people get It Involved, it’s not going to work.” In the
educatlon or tmluing phase, programs inform em-

for
. lnce. are also u.led “1t should be llmllur to pnnlsh-

pioyees and management about the facts. Despite
publle awareness programs, there ls stil a need to
dispel the numerous myths about safety belts.

“There’s alwaya somcone with a secend cousln
that would have burned to death in a car fire,” he
sald. The truth is, people are far safer with a safety
belt than without, Graczyk sald,

In the Incentive phase, employees who show no-
ticeable Improvement should be rewarded, “We're
not talking about one big reward for one person,
but small rewards spread throughout the compa-
ny.”

More people would be encouraged to participate
if they thought they had a good chance at a small
reward, rather than a slim chance al a large award,
ho sald. “It renlly dou help

ments far other snfety violations,” he said.

The evaluation or followup phase, Graczyk sald,
would include a survey of program participants or
even an ol ation by a manager In charge of the
program, Harringlon sald. “He could stand in the
parking lot bclom and after the seslom to gauge
the results,

“YOU PROBABLY want to do a lollowup every
threo months or 30 alter a program to sce if it Is
effective In the long run,” he sald.

Employeo safety-belt programs haven't been
around long enough to quantify restlts, but carly
resulls Indicate that 70 percent compllance is a
reasonable expectation. “I think It's very reason-
able — some of the larger companies have

,,l_c!xlnved a5 high as 100 percent.”
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