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Bankruptcy firm reflects on growth

Through the economy’s
fits and starts,
boutique has grown
by leaps and bounds

By Alexandra Schwappach
Daily Journal Staff Writer

ust five months after Ameri-

can Suzuki Motor Corp. an-

nounced it was filing for Chap-

ter 11 bankruptcy protection,
1ts plan was approved.

James I. Stang, Dean A. Ziehl and
Richard M. Pachulski, among others
from Los Angeles-based Pachulski
Stang Ziehl & Jones LLP, were coun-
sel to Suzuki’s American subsidiary
automaker, which filed for bankrupt-
cy protection in November. On April
6, U.S. Bankruptcy Judge Scott C.
Clarkson in Santa Ana greenlighted
the plan after creditors agreed to
the conditions. In re: American Su-
zuki Motor Corporation, BK12-22808
(C.D. Cal, filed Nov. 5, 2012).

Lawyers at the firm said such
efficiency in bankruptcy cases is
rare but nevertheless indicative of
what the 72-lawyer restructuring
boutique is capable of. When the
firm launched in 1983, founders
had plans to make the firm into the
nation’s leading corporate restruc-
turing boutique. Thirty years later,
the firm has not only gained wide-
spread recognition for its work, but it
has outlived many competitors.

“A lot of the boutiques that were
around during our time have been
swallowed up by big firms,” Ziehl
said. “We've been approached by
several big firms interested in a
merger, but we like our indepen-
dence.”

Bankruptcy lawyers Stang and Pa-
chulski created the small firm three
years after their prior, 12-lawyer
bankruptcy firm, Shutan & Trost,
was acquired by Sidley Austin LLP.
The two associates shared a mutual
interest in “doing their own thing”
and didn’t want to be tied down at a
big firm, they said.

Since then, Pachulski Stang has
expanded to San Francisco, Dela-
ware and New York. The firm has
also ventured into a variety of indus-
tries — from airline to real estate to
insurance.

The firm has also been bank-
ruptcy counsel to the Heller Ehrman
LLP estate, the San Francisco-based
law firm that dissolved and filed for
Chapter 11 bankruptcy protection in
December 2008.

Peter ]J. Benvenutti, a partner at
Jones Day in San Francisco and
chairman of Heller's dissolution
committee, worked closely with
Pachulski Stang on the case. He said
he was pleased with the profession-
alism and skill with which the firm
represented the estate as a debtor.

“I consider Pachulski Stang to
be one of the preeminent, if not the
preeminent bankruptcy boutique in
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From left: Dean A. Ziehl, Richard M.

the country,” he said. “I'd be hard
pressed to think who would rank
above them in terms of national
stature.”

‘As a firm we’re pretty
adventuresome. We spend
a lot of time looking at
what types of industries
may need our help.’

— Laura D. Jones

Another of the firm’s noteworthy
endeavors is its work on a series of
bankruptcy cases firm leaders have
dubbed “the church cases.” Since
2004, Pachulski Stang has represent-
ed the official committees of unse-
cured creditors in the bankruptcies
of nine different churches, including
the Catholic Diocese of Spokane, the
Roman Catholic Bishop of San Diego
and the Archdiocese of Milwaukee.
The creditors’ committees represent
roughly 2,000 men and women who
as children were allegedly molested,
raped or sodomized by clergy.

Stang, lead counsel on the church
cases, said the firm’s goal in each of
these matters is to “pave the way for
justice for clergy sex abuse victims.”

In 2010, the firm won a $120 mil-
lion trial judgment for its clients
in the bankruptcy of the Catholic
Diocese of Wilmington. The Dela-
ware bankruptcy court determined
that the diocese, along with related
parishes, transferred more than
$120 million of funds to the diocese
to be placed in a pooled investment
account. The court determined the
pooled account was property of the
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Pachulski, Laura D. Jones and James |. Stang of Pachulski Stang.

bankrupt estate. A portion of that
account was used to pay the claims
of survivors of sexual abuse. In re:
Catholic Diocese of Wilmington Inc.,
BK09-13560 (D. Del., filed Oct. 18,
2009).

“From a purely legal perspective
[these cases are] fascinating and
rewarding,” Stang said. “It’s a life-
changing representation in a lot of
ways.”

Working in an area driven pre-
dominantly by the economy has
caused the boutique to experience
its share of peaks and valleys. In the
mid-'90s, to manage the expected
ebb and flow, the California firm
decided to expand geographically
to pick up cases in regions that had
more work in bankruptcy and
restructuring. In 2000 and 2001 it
opened its Delaware and New York
offices, respectively.

“We replicated what we had in
Los Angeles and San Francisco but
on the East Coast, where there was
more work,” said Ziehl, who is based
in Los Angeles and specializes in au-
tomotive and financial fraud cases.
“By operating a national practice, we
were able to deal with some of those
fluctuations.”

The firm opened its Delaware
office with the addition of Laura D.
Jones, a bankruptcy attorney and
Delaware native who had made a
name for herself as debtor’s counsel
in the 1999 Continental Airlines
bankruptcy. Jones represents Chap-
ter 11 debtors in the retail, construc-
tion and medical industries. She is
counsel to the official committee
of unsecured creditors for LifeCare
Holdings Inc., a hospital operator
that filed for Chapter 11 bankruptcy
protection in December.

“As a firm we're pretty adventure-
some,” Jones said. “We spend a lot of
time looking at what types of indus-
tries may need our help.”

Thirty years ago, Jones said, large
firms typically handed off Chapter
11 work to boutiques. But by the ear-
ly 2000s it had become popular for
large firms to start doing their own
debtor work. By 2013 every large
law firm had its own bankruptcy
department.

“The practice is a much more
profitable and much more expensive
practice now,” Jones said. “And that
is a reflection of how sophisticated
the practice is, and how big the num-
bers have gotten.”

Pachulski said when the reces-
sion hit, work was “overwhelming”
for the firm. Instead of growing
to control the workload, the four
namesakes decided they would just
work harder.

“Instinct would have been to grow
substantially,” Pachulski said. “But
we made the right decision to just
work harder so that we didn’t have to
downsize when the economy turned
around.”

The firm right now is experiencing
aslowdown in work because of an ap-
parent turnaround in the economy,
but Pachulski said the firm will use
this time wisely by spending more
time doing business development
and evaluating industries that might
be in trouble.

“Right now we’re in a perfect place
where we have a fair amount of work
to keep us busy but can spend some
time focusing on professional growth
and development,” he said. “We're in
a sweet spot for opportunity.”
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