
As told to Gerald Wykoff

It was 2 a.m.—maybe 3 a.m.—
when I snapped awake. I was already
wet with perspiration. My stomach
felt like a mixer. I’d already kicked
off the damp bedsheets.

For the eighth night in a row I knew
I was in for another of those “hour of
the wolves.”

Any wall or ceiling contractor
who's ever operated a business for
more than a year knows what I’m
talking about. Every one of us has
been there.

Only this time it was different for
me. I was going bankrupt—no doubt
about it—and no avoiding it either.

So I woke straight up-ZAP—right
out of a fitful deep in total anxiety.
You recognize the symptoms, don’t
you.

You lay there in a darkened bed-
room, staring at blackness . . . sweat
pouring out of you . . . worrying . . .
going over the same thousand things
for the thousandth time. Everything
looks bad . . . falling apart . . . no
answers in sight—and no avoiding
anything.

Unless you call bankruptcy an an-
swer.

I remember turning my head on the
pillow and there was my wife, Peg,

(Editor's Note: This is no blue print
on going bankrupt. It is the admission
of a contractor—who  understandably
prefers to remain anonymous—so
others may avoid his mistakes. The
name and geography have been
changed—not the facts.)
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sleeping blissfully. She wasn’t even
aware of what I was going through
again; she didn’t even realize that the
wolves were eating out my insides in
big chunks.

Awaken her so she could share? I
thought of it, then thought better of
it.

Me? I’m Dave Lindahl, and the
scene I just described for you oc-
curred on November 7, 1980. “That’s
the morning I truly realized that my
drywall business was finished—some
eight hours after my lawyer, Mac
Terance, had told me it was all over
. . . done . . . kaput.

To emphasize the fact that I was
truly at the end of the rope, Mac
had—at the same session—talked me
out of suing by best friend and ex-
partner, Jimmy Minnucci, for negli-
gence. “For being dumb” was my
description of Jimmy, which is a far
cry from mere negligence.

Who, in his right mind, ever heard
of using federal and state tax funds to
keep creditors current? Commercial
debts can be erased in bankruptcy.
Tax debts can’t.

My good, reliable business partner,
Jimmy, had used the tax money to try
and stay afloat.

I remember my lawyer wagging
that damn finger of his at me. “Both
you and Jimmy were dumb about that
one,” he’d said. “You knew about it;
let it happen. So you can’t sue Jimmy
for negligence.

“Furthermore, Jimmy wasn’t a
professional, despite his claims to fi-
nancial knowledge—so you can forget
suing him for malpractice.”

And that’s where I stand today.
I’m 53 years old, flat broke,

$59,000 in debt for non-dischargeable
tax money, with (for me) a low-

salary, management position with a
building supply firm here in New
Mexico. To keep me from forgetting
what happened, I have the ever-
present government tax creditors at-
tached to one-quarter of my wages.

Oh, I wasn’t really serious about
sueing Jimmy. I was bitter when I
learned he’d created a non-dis-
chargeable $59,000 “ball and chain”
by utilizing tax account money to pay
off commercial creditors.

It was a desperate move to keep us
alive . . . to weather one more storm
. . . stave off the inevitable financial
crunch that was increasingly appar-
ent.

But the tax fund strategy was just
one of a number of “dumb” moves
Jimmy and I made. And each helped
to topple us from a highly successful
drywall business (we were just starting
into exteriors and stucco) that had
started from scratch 11 years ago.

To this day, I keep thinking that if
my partner and I had accepted the
danger signals, maybe—just maybe
—we could have avoided bankruptcy.

Bankruptcy! What a rotten word. I
suppose I have my share of enemies in
this world—but bankruptcy is a per-
sonal shame wrapped in an embar-
rassment inside a humiliation that I
wouldn’t wish on any of them.

I don’t know if it’s true or not that
you should be able to see the signs;
that you usually have time to avoid
the end, that signals are always there.
More than one wall and ceiling con-
tractor has gone under on a single job
turned sour.

But Jimmy and I, I suppose you
could say, started out breaking rules.
Because we’d been friends for years,
we sealed our partnership with a
handshake. We never put it in writ-
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It was a desperate move to keep us alive . . . to weather
one more storm . . . to stave off the inevitable financial

crunch that was increasingly apparent

ing—and bragged about our mutual
trust to the head shakers.

Together, we’d ponied up $8,700
from savings for start-up money and
were off—starting with an elementary
school job that Jimmy swiped from
from his previous employer.

I had a good reputation as a home
improvement contractor foreman so I
would handle all the technical and
mechanical aspects. Jimmy would
handle the office—the bookkeeping,
sales promotion, and paperwork.

A linking of our initials have us our
company name “L & M Drywall.”
With each job we mastered a little
more of the necessary expertise.

Vietnam actually helped. It kept a
flow of armed service families moving
into our area. Within three years,
we’d expanded into painting, fire-
proofing, and demountable.

By August, 1972, Jimmy and
I—and our wives—were signatories to

a $50,000 loan to finance a modern,
one-story Butler building. It was to
serve as a workshop and a display

The land, at $42,000 was financed

area. We took second mortgages on

by the seller who took a first mort-
gage on the land and building. The
two purchases raised our monthly

our homes.

debt retirement payments to $1,209.16.
“With the new building,” Jimmy

assured me, “we can expand sales. So
the additional payments will be no
problem.”

And they weren’t any problem.
Business continued to expand. By
June, 1973, we borrowed $112,000
from the Bank of California for
equipment, inventory and two trucks.
Debt retirement was now up to
$2,619.67.

We handled inventory—especially
the demountable line—with a re-
volving bank credit line in the amount

of $75,000, secured by a lien held by
the bank. At 8.5% interest on credit
outstanding, monthly interest charges

On other inventory, Jimmy actual-
ly arranged for the manufacturers to

averaged $636.17 from 1974 through

finance L&M purchases on a credit
line basis, giving credit in exchange
for a purchase money security interest

1977.

in the inventory furnished to L&M.
Jimmy was sharp; I’ll ray that for
him.

But then I balked. A new shopping
center was going up and Jimmy want-
ed to lease 5,000 square feet for a
retail store specializing in office fur-
niture. Office landscaping was getting
started and Jimmy saw the store as a
diversification ploy and a change to
round out cash flow.

“No way,” I protested. “We don’t
need that  ex t ra  headache and
expense.”
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“This is no time to be timid,” my
clever partner assured me. “The new
local TV contract I’ve negotiated will
get us plenty of business—and com-
petitors will move in if we don’t.”

How can you turn down a sharp
thinker like that? In July 1976, we
signed a net passthrough lease at $8 a
square foot for 5 years.

You know what a sweet thing a net
pass through a lease is, don’t you?
That’s where increases in common ex-
penses are chargeable to leasees in oc-
cupancy if a fellow leasee defaults on
his share. So, if a big department
store goes under, everyone else pays
extra to pick up those expenses to the
shopping center owner.

So, we had a net “pass through”
lease we didn’t know about—plus an-
other $3,333 in expenses for an office
furniture store.

Still, profits held great during
1977-78. We had a beautiful condo
job—and hardly left anything on the
table—with no cash flow problems.
We paid everyone off on time and
even extended our line of credit to
$350,000.

Then came inflation. Money prof-
its stayed even but inflation knocked

the stuffings our of actual real busi-
ness profits. In the first quarter of
1979, we got into a retention and
punch list argument, too, and and we
went into arrears on several outstand-
ing notes.

At the time, our monthly debt ser-
vice was $4,236.85. This included
principal and interest charges on
secured loans of $50,000, $40,000,
$112,000 and the $125,000 revolving
line of credit.

We owed $3,936.01 a month as rent

and service fees, while utilities ran
$615 a month. Monthly payroll was
running $12,600.

Dummies that we were, we drew
funds from our federal tax with-
holding account to pay off two past
due installments on the $112,000 loan.

On April 15—unknown to me—
Jimmy extended the same loan by
$20,000 at 10.25% to pay the with-
holding taxes with penalties and in-
terest due for the first quarter of 1979.

“You’re crazy,” I screamed at him,
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Bankrupt! What a word. I suppose I have my share of enemies
in this world but bankruptcy is a personal shame wrapped

in an embarrassment inside a humiliation that I wouldn’t wish on any one of them.

when I found out. “We’re sinking
—and you go out and buy some more
water.”

Then came the blockbuster. De-
pressed business conditions sent the
shopping center department store into
receivership. The infamous “pass
through” arrangement sent our pro
rata service up by $1,873.13. In June,
Jimmy and I went $3,813 into the
red—and then the restaurant which
had lived off the department store
went under in August.

To meet the pinch, we had our
wives join in extending the $50,000
loan by $30,000 for five years at
11.25%. Our “nut” grew by $656.02
a month.

store sales were down. Creditors got
paid off from money for the with-
holding and Social Security accounts.

We laid off three more people, but
by November our accumulated deficit
was $32,113.17. Because we were two

We missed a couple of key bids and

months in arrears on payment\, one
of our suppliers decided to assert his
lien and we had to pay repossession
costs. That was $1,946.13—for which
he took a default judgement against
Jimmy and me.

You don’t keep a repossession and
default judgment quiet. The suits
came in rapid succession—13 in De-
cember alone. Two GCs held up pay-
ment—to wait us out.

On December 17, Jimmy applied
for an SBA loan. It was rejected be-
cause it couldn’t be “secured as
reasonably to assure repayment” as
required by statute.

1980. Chapter XI consolidation under
the old federal bankruptcy act had
been tried and failed.

We were liquidated in bankruptcy
proceedings and on May 13, 1980,
Jimmy and I were discharged of all

Our wives salaries were used to
keep up payments on notes secured by
our house mortgages. By March,

debts of L&M—except for the unpaid
federal and state taxes. We’d lost
every damn thing we had—and still
owed for the last two quarters of 1979
and the first quarter of 1980.

With a debt load like that, you
don’t get started back in business
again. Jim is working for a real estate
firm.

As for me, I still spend time with
the wolves. And I keep thinking why
didn’t we form a written partnership
agreement . . . didn’t we incorporate
and limit our liability . . . read the
shopping center lease more carefully
or have our lawyer read it . . . didn’t
we stay out of the retail business com-
pletely . . . didn’t realize you don’t
erase tax debts as you do commercial
debts . . .

In retrospect, it’s so clear. Success
has a thousand fathers, and failure
often has a clear message.
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