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MERGERS & ACQUISITIONS
ACQUIRING TROUBLED COMPANIES

PART 11
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Who makes the decision to sell a troubled company and how the sale will be executed are two critically important questions in the sales
process. When a healthy company is sold, the shareholders, board of directors, and management all participate in decisions about the
timing and methods of sale. Although the individual parties may have differing views and priorities, they share the opinion that the goal
of a sale is to maximize shareholder value. The sale process and, consequently, the sale strategy should be conducted in two dimensions
- between the seller and the various buyers.

In the case of a troubled company, however, the relative power of the shareholders, board of directors, and management will be tempered
by the secured and unsecured creditors. As a result corporate executives must take into account a third sales dimension: creditors’
objectives.

Although all parties will support the general objective of “maximizing value,” their individual views will differ on what those values should
be and how they will be best realized. The differences will depend on the parties’ positions in the hierarchy of priority, and on how their
rights have or have not been protected by the various legal documents, contracts, and agreements. The closer a company is to a Chapter
11 filing, the more important creditors’ objectives become in making the decision to sell and, subsequently, in designing the sales process.

Once a company files for protection under Chapter 11, the decision to sell becomes inexorably linked with the Bankruptcy Code. Now a
company must add a fourth dimension - the court to the sale process. In the end, the court will be the final arbiter mediating the common
and conflicting objectives of the constituencies involved.

At this point, all constituencies will likely retain legal counsel specializing in bankruptcy laws. Throughout the process, intense
negotiations over the sale and its execution will invariably continue between the various parties. Underlying the debates that will range
over the structure of the formal sale process are the following considerations:
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CUSTOMER SERVICE.... In This Issue...
Basic tool for corporate survival: Personalized service. Mergers &
Manufacturing millions of products means nothing to individual ACQUISITIONS...........ocoeeee, pglé&4

users - who want what they want, when they want it and where they
want it, on their terms. Technology has customers demanding
shorter turnaround times, highly customized services and an exact
match of their problems with the right solutions. Lesson: Companies Effective Collection

that survive and prosper in the new millennium will themselves use Strategies .....ocvvveeeeeiiiiiiiieeene pg 3
technology to give customers all the personal attention they want.
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in Tricky Hiring Times ...... pg2 &6

Transportation
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A. W. Ahern, CEO and Founder
of Ahern & Associates, with
daughter, Megan.

SECRETS OF SMART HIRING
IN TRICKY HIRING TIMES

With a super-tight job market, employers are scrambling to fill job vacancies at
almost any cost. The result is too many mistakes that are easily avoidable. But
even when the labor market is kinder to employers, | see these same hiring
mistakes being made all the time......

Mistake: Overvaluing a candidate’s ability to get the job rather than do it. For
many interviewers, style and presentation count for more than substance and
performance. But if they were to ask tough, probing questions, it would become
clear that some of these candidates lack the problem-solving skills and project
experience they need to do the job.

Mistake: Misunderstanding the job you’re hiring for. If you want to hire superior
people, you must be able to define superior performance for your company and
for each individual job.

Example: You need to know if superior performance means building a sales
organization...building a customer base...increasing sales...reducing turnover,

NEGOTIATING

Keep the boss out of negotiations: The
company’s top authority usually best helps
negotiations by not taking direct part in them.
That way, negotiators can use their need “to
please the boss” as justification to slow down
talks, reopen an issue or reiterate demands.
Trap: Having the boss enter negotiations
personally can backfire. He/she is likely to
know less than full-time negotiators .... feel
compelled to take action when delay may be a
better strategy ... or try to be statesmanlike
when tough tactics are called for.

Simple negotiating strategy: When in doubt,
say nothing. Nobody ever made an unwise
concession or gave away valuable information
by not talking. Nobody knows what you are
thinking when you are silent, and the other
side may take silence as a sign of strength or
resolve even if it is born of uncertainty.
Remaining silent may even make the other
side nervous and provoke them into saying
something unwise. So resist the urge to say
something just to have someone talk.

(Excerpt taken from John Mariotti, president. The
Enterprise Group, management consultants.)

etc. Managers who don’t have a clear concept of the work that needs to be done end up hiring carbon copies of themselves-or worse.

Bottom line: These mistakes lead to two common problems - we often hire people who are only partially competent and we inadvertently

exclude the best candidates.

POWER HIRING

Key: Create an outcome-based job description that defines the top five or six

Systematic hiring - a good description of what | call Power Hiring - yields capable,
creative, self-starting employees.

Power Hiring is about putting aside your emotions, avoiding snap decisions and
probing a candidate’s ability to do the work you need done.

“P” in POWER stands for Performance Profiles: If you want to hire superior people,
you first need to define superior performance. Job descriptions that just list skills,
duties, responsibilities and experiences are not useful for assessing competency. The
focus must be on the doing of activities, not the having of skills.

objectives the successful candidate will be expected to meet during the first year on the job.

The performance profile for a production manger might require the employee to increase factory productivity by 2% per quarter. For an
engineer the profile might be the redesign of three new products. And for an office manager it might be the realignment of the internal

office paper-and-information flow.
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EFFECTIVE COLLECTION STRATEGIES

While companies can do a lot to reduce the amount of bad debt
they incur, it’s almost impossible to avoid late payers completely.
That’s why it is in every company’s best interest to develop the
basic skills of debt collection - to at least get paid for some of the
debt that might otherwise go forever unpaid.

The most important points to remember in collecting bad debts....

The goal isn't just to get paid, but also to
keep the late-paying customer. If a customer
has financial problems, try - if possible - to
help him/her through the difficulty. That
creates a “win/win” situation for both sides.

Nearly all customers want to pay their bills.
When you make the first attempt at
collecting a past-due bill, capitalize on that
desire by treating your debtors politely and
professionally.

If the debtor is likely to remain a customer
despite temporary financial problems, make
an effort to work with him. As all business
owners know, new customers are difficult to
find.

Companies in financial trouble typically

prioritize their debts. Unless you speak up
your unpaid bill won’t get priority.

Never let a person with a quick temper deal with a creditor. And
never respond to anger with anger when you deal with a hostile
customer yourself. You might feel better for a few minutes, until it
sinks in that you’re farther than ever from collecting the debt.

Better: If a debtor becomes angry, politely remind him of why
you're having the conversation, and ask if you can get back on the
subject of working out a way to pay the bill.

Be strategically aggressive. When you can’t get satisfaction with
the first person you speak with, don’t hesitate to go up the chain of
command.

In phone calls, avoid letting a customer divert you from pinning
down ways to pay the bill. For example, if he/she agrees to pay, ask
politely for evidence, such as the number of the check that will be
sent. Or ask if you can send a messenger to pick it up.

Key: Asking for this type of evidence commits the debtor to acting.

Don't waste time on dishonesty. If a debtor lies to you on the phone
by claiming that the check was sent, be aware that the chances of
getting paid have significantly decreased. Instead of making more
phone calls, prepare to turn the debt over for collection.

Before giving a debt to a commercial collection firm, make a final
demand. Explain courteously that if you’re not paid, you’ll turn
the debt over for collection.

Important: Don’t back down. By sticking to your final demand,
your company will develop a reputation as a no-nonsense creditor,
making it easier for you to collect in the future.

DEALING WITH COLLECTION AGENCIES

When you check out prospective collection agencies ask for
references of other businesses they’ve
worked for....and talk with the managers
of those businesses. Look for agencies
that....

Emphasize using a polite and
businesslike approach with  your
customers.

Remit collected funds quickly and
regularly. As a general rule, money that
an agency collects in one month should
be remitted by the fifteenth of the
following month.

Offer proof of licensing in all states
where they’ll be working for you.
Licensing can make it easier to collect
bad debts and also assures you that
agency employees are regulated in those
states.

Retain no more than 25% to 33% for most accounts. On small
debts (under $100) and debts more than a year old, agencies
typically charge as much as 50%. On all other debts, though, a
charge of more than 33% is unfair.

Smart Move: Try out more than one collection agency...and
compare the net recovery rate (the money you actually receive
from the total amount of debts that an agency pursues on your
behalf).

Key: A top-flight agency that charges a slightly higher percentage
may actually be more effective if it ends up collecting more debts
that a cheaper agency.

(Excerpts taken from Bottom Line Business/Trey Cefalu)

THE QUOTABLE ENTREPRENEUR

“I've done between 400 and 500 acquisitions in my career,
so | know a lot about entrepreneurs. Entrepreneurs don’t
march left, right, left. They march left, left, right, right,
left, hop, skip.”

(Paul M. Verrochi, Chairman of Provant, a provider of business -
Training Services)




Mergers & Acquisitions, Part Il cont. from page 1...

e Who will be retained as the financial
advisor;

e How the financial advisor will be
controlled;

e Who will be included or excluded from
a buyers’ list;

e Whether a sealed-bid auction or limited
auction will be conducted:;

e Who will conduct due diligence;
* Who will write the contract; and

» Which parties will enter into a definitive
sale agreement.

Should the various parties fail to reach a
consensus on the formal sale process the
final decision will rest with the court. Even
if a consensus is reached, the respective
bankruptcy counsels should consult the
judge hearing the case before a motion
describing the sale process is submitted to
the court for approval.

Traditionally, companies or assets in
Chapter 11 filings are sold pursuant to a
plan of reorganization, which is a time-
consuming process that may take several
years. After it is developed, the plan and a
disclosure statement are filed with the
court.

Subsequent to filing, there is @ minimum
25-day waiting period before a disclosure
statement hearing. At the hearing, the
various involved parties have an
opportunity to raise their objections to the
statement, and if there are significant
objections, additional time must be spent
in redrafting it.

If and when the disclosure statement is
approved, the court must then confirm
the plan of reorganization. A
confirmation hearing usually occurs after
a minimum 30-days notice period. The
sale of the company or its assets is not final
until the court confirms the plan of
reorganization at this hearing. The
transaction, however, typically does not
close until a further 10-day approval
period has lapsed.

Because of the lengthy time requirements
associated with completing a sale via the
traditional Chapter 11 processes, many
companies are now turning to a sale as
part of a “prepackaged bankruptcy” and a
363 asset sale” option. In a prepackaged
bankruptcy, the company files a plan of
reorganization with the court that has
already been approved by creditors
representing at least one-half their
number and two-thirds of the amount of
debt. With support from its creditors, the
company hopes that it can significantly
shorten the time period between filing
and confirmation. Consequently,
proceeds from a sale of this type would be
available sooner than they would in a
traditional Chapter 11 process.

In our next issue we will discuss an asset
sale using section 363 of the bankruptcy
code.

(Excerpts taken Mergers & Acquisitions/Ernst
& Young)

IF YOU HAVE TO FIRE SOMEONE, DO IT RIGHT

There’s never an easy way to fire someone, but there is a right way. Effectively, it is clearly recognized that compassion and good business
sense play a part in how you dismiss an employee. Combine the two and you’ll find the firing process less demanding on you personally

and less disruptive to your organization.

Here’s a checklist of what to avoid and what to do during a dismissal:

THE "DON'Ts"

* Never fire an employee when you are angry - no matter what the provocation. Words said in the heat of the moment can come back to

haunt you. Also, acting in anger makes you look petty in the eyes of other employees. Take time to calm down and evaluate your
decision, then proceed in a business-like manner.

* Never fire anyone in public. It demeans the employee and makes you look vindictive. Do the deed in your office or some neutral,
private place. Some employees will try to bargain their way out of dismissal (“I’ll try harder...give me another chance”, etc.) Don’t give
in to justifying your decision or negotiating with the employee. You’ll look indecisive. If you yield, other employees will think they can

manipulate you - and they’ll be right.

* Never fire anyone based on another party’s words, even if you suspect the move is justified. For your own legal protection, you should

have first-hand knowledge and proof of the employee’s unsatisfactory performance.

* Don't give advance notice to the employee, especially if you have previously discussed the individual’s unsatisfactory performance.

Remember, you want the person out of the organization as quickly as possible.

* Never denigrate former employees in front of remaining employees. They’ll wonder what you might be saying about them.

...continued on page 5



TRANSPORTATION NEWS

P.A.M. TRANSPORTATION SERVICES, INC. COMPLETES
ACQUISITION OF DECKER

P.A.M. Transportation Service, Inc., Tontitown, AR completed the
acquisition of specific assets of Decker Transport Co. Inc., located
in Riverdale, NJ.

The purchase allows P.A.M. to expand their market presence on the
East Coast and Mid-West. Ahern & Associates, Ltd. assisted in a
management consulting capacity and acted as acquisition advisor to
P.A.M. Transportation Services, Inc.

CONTRANS CORP. CHALKS UP ANOTHER FREIGHT
ACQUISITION

Contrans Corp., a Canadian based holding company completed the
deal in which its Laidlaw Carriers subsidiary will take over Royal
America Inc.’s trucking business, Steel City Carriers.

Laidlaw, based in Witchita, Ontario, will lease Steel City’s terminal
in Sault Ste. Marie, Ontario and substantially all of its tractors and
trailers.

Contrans Chairman, Stan Gandenford, said the company strategy is
to target financially troubled companies and make them profitable.

MULLEN BUYS REST OF SHARES IN MILL CREEK
Mullen Transportation acquired all of the stock in Mill Creek Inc.,

a general freight carrier based in Cambridge, Ontario. Mullen had
owned a forty (40%) percent stake in Mill Creek since July 1998.

President Murray Mullen said the company’s original investment in
Mill Creek “has exceeded our expectations.” He said Mill Creek
can be “another growth platform” for Mullen, which operates
truckload, oil field, specialized and regional less than truckload
divisions.

PENSKE ACQUIRES VIRGINIA FIRM

Penske Truck Leasing acquired the truck rental and leasing assets
of Rent-A-Car Company, Richmond, VA.

The purchase includes about five hundred (500) tractors, trailers
and trucks based in Richmond, Harrisonburg, Lynchburg, and
Wellington, Virginia. Penske stated that purchase allows Penske to
expand its service in Virginia.

LANDAIR ACQUIRES LAKER EXPRESS

Landair Corp. acquired assets of Laker Express, a dry van truckload
carrier based in Indianapolis, IN.

The purchase is a first for Landair since the company spun off from
Forward Air Corp. (formerly Landair Services) earlier this year.

Laker operates predominantly in the Mid-West in the short to
medium-haul market. Landair President Eddie Brown said that the
addition of Laker’s drivers will make Indianapolis the company’s
largest driver domicile.

(Excerpts taken from Transport Topics and TT News)

Firing from page 4...

THE “DOs”

* Fire people on Fridays. preferably in the afternoon. The weekend “cushion” gives the employee a chance to cool down. Also, others

will have less office time to discuss “the news”.

* Be direct and clear in your language so that there is no misunderstanding. Inform the employee that he or she is being fired and why,

but also ease the blow with some reassuring phrases. For example, “I'm sorry the job didn’t work out”.

* Settle money issues immediately. Be fair in terms of money owed, but don’t waste time disputing small amounts. Your goal is to avoid
a former employee’s repeat visits and follow-up phone calls dealing with small change.

* Make sure you collect company property - files, computer records, etc. Don’t make a big deal out of it. Simply treat the matter as

routine.

Firing people can be traumatic, but it is part of your job. Approach it with the idea that it is simply another responsibility and carry it out

with the same diligence.

[Excerpts taken from Leadership Strategies/Source, Steve Lauer and B. Jack Gebhardt, Now Hiring]



