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Debt, lawsuits push Computer Methods to file Ch. 11
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Mounting debt and lawsuits
caused a 28-year-old Livonia-based
technology business to f i le for
Chapter 11 last month.

Computer Methods Corp. filed Jan.
24 in U.S. Bankruptcy Court in Detroit.

According to the filing, Comput-
er Methods, whose customers in-
clude Ford Motor Co. and Kmart Hold-
ing Corp., has between 100 and 199
creditors and assets between zero
and 950,000.

CEO Greg Guidice, who owns B0
percent of CMC, said the company

the employees purchased CMC.
To stop the bleeding caused by

debts and pending lawsuits,
Guidice said he had no choice but
to file for bankruptcy.

But Kovsky contends the bank-
ruptcy is a ploy to get around the
court order preventing the sale of
Guidice's ownership in CMC to
Grand Rapids-based Xever L.L.C.
Guidice owns 25 percent of Xever
through his 100 percent ownership
of Silvercube Holdings L.L.c. The oth-
er 75 percent is owned by InterAct
Technologies L.L.C., a company
owned by three individuals.
Guidice didn't want to respond to

questions about the proposed sale.
"The company is upside down in

terms of i ts assets and l iabi l i t ies;
it's insolvent by any definition you
want to give it," Kovsky said.

"The rump portion of CMC that
would have been left  could not
have sustained its debt service and
would have been destined to go out
of business .. .  in which case, our
interest in CMC would have been
worthless," Kovsky said.

Guidice said the company needs
to put its legal troubles behind it
before it can move forward.

Jackson-based finance company
Shane Group Capital Corp. sued the

managers who bought the compa-
ny from Stewart in October 2003 af-
ter it received no payments on a
$917.000 loan.

The group of managers filed a
separate lawsuit in August 2003,
alleging that after closing of the
deal they discovered that financial
information provided before the
sale was "false, incomplete and
material ly misleading." The em-
ployees claimed breach ofcontract
and fraud against Stewart.

On Dec.  2 .2004.  S tewar t  sued
CMC, claiming that he is owed
about $187,000 from the original
purchase agreement but that the

company has said i t  wonld make
no more paymell ts. In an answer,
the company admits to withhold-
ing payment, iontending Stewart
failed tci live up to hls end of the
master agreement by al legedly
providing faulty f inancial data.

And on Dec. 7, a group of minori-
ty investors sued CMC, Guidice
and Silvercube to block a sale of
CMC to Xever. A judge enjoined
CMC from moving forward with
the sale in December.

The suits wi l l  be consolidated
into the bankruptcy case.
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in debt and is in-
volved in at
least four law-
suits.

In one suit ,  a
group of man-
agers who
bought the com-
pany in 2002 are
being sued for
missing pay-

ments on a 9917,000 loan. In anoth-
er, the manager group is suing
founder Andrew Stewart, claiming
they were given false financial
data before the purchase.

And two suits were filed in De-
cember: one by Stewart against
CMC, claiming he's owed $187,000
from the original purchase; and an-
other by shareholders in the com-
pany t i led against CMC, Guidice
and another company he owns.
The shareholders obtained a court
order preventing Guidice from
selling his share in CMC.

Guidice said he hopes the com-
pany can dig out ofdebt and put its
Iegai troubles behind it by filing
for bankruptcy.

"You take away these frivolous
lawsuits and unreasonable debt,
and there's a real nice company
there that provides real nice value
to i ts customers," Guidice said.

CMC provides information-tech-
nology staff ing services.

Stewart started CMC in tgTZ.
Charles Kovsky, attorney for a
group of shareholders and a share-
holder since 1980, said Stewart
could not be reached last week.

By 1983, Stewart had bui l t  the
company to revenue of 92.4 million.
Computer Methods was named to
Lhe Inc. 500 list of fastest-growing
companies that year.

By 1993, the company posted rev-
enue of $27.5 million and had 420
employees, according to the Crain's
Private 200 List from that year.

Stewart sold B0 percent of the
company to a group of employees
in 2002. The group sold its share to
Guidice in mid-2004.

Betbre joining CMC in mid-2003,
Guidice was president of cuidice &
Associates, a professional-services
firm tbcused on wireless technolo-
gies. Also, he was founder and
CEO of Rochester-based Sitver0ube
Inc., a marketing company that
centered on the use ofnew media.

Guidice said that when he
bought CMC, it was troubled, but
he maintains it has promise. The
company posted only 97.5 million
in revenue in 2004 and the number
of empioyees dropped to 65.

Kovsky blarned poor economic
condit ions and a lackluster tech
market. Guidice also said the com-
pany took on too much debt when
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