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‘specialize in not-so-big

mergers and acquisitions.

When - Bill
Paulos, presi-
dent of Salt Lake
-advertising/ .

: .‘gnarketing/
-public “-relations
firm, The Sum-
‘mit Group, de-
. cided to acquire
a small typeset-
ting company to
“polster his firm’s
capabilities, he
naturally called

MAX B.
KNUDSON .
DESERET NEWS his lawyer.
,'BUS|NESS EDITOR Trouble was,
Paulos recalled, while the attorney
he had
““none in the area of business acquisi- _
“ tions. It soon became ap nt that
she was in over his head and his coun- .,
“sel “wasn appropriate.” . - s
“Paulos then turned to one of the ’
large downtown firms to represent
“him in the acquisition. ' While the
. firm obviously had the
it also had bigger fish to fry
to war-
rant much attention. “] ended up
talking to paralegals," he said.
About ‘this time, Paulos ‘was re-
ferred to the firm of Hunter and
Brown — J. Scott Hunter and
Charles R. Brown — Salt Lake law-
_yers who have made a specialty of
acquisitions, mergers and other dis-
ciplines crucial to the buying and
selling of businesses.
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huge national mega-mergers. “The
deals are much the same whether =}

they're $100,000 or
'said Brown. e

For example, their client Evolu-
tion USA, a Salt Lake-based manu-
 facturer of custom skis, is not a vol-
tional scale, but
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PERSONALITY PROFILE
‘pai

fanagement style: Be accessible:
;and encourage employee partici-
on. Ll
Strategy fi;r success: Hard work |
and a focus on creating value.
. A’memorable failure: In the mid-
1980s, the failure to fully antici-
" pate and gear up earlier for Utah's
real estate recession. - "
"Heroes: The many people in our
" ¢éommunity who quietly give back
frore than they take from society. -
Leisure time and hobbies: Skiing -
dnd hiking, =~ 7 v - -

Favorite book and movie: Crossing

- “Amadeus.” o
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Safety, by Wallace Steghgr; :
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Continued from D12 .
Hunter and Brown negotiated an-

agreement for Evolution skis to be
the exclusive ski for the Utah Olym-

pic Committee bid for the 1998 Win- .

ter Games, a deal that has given the
company considerable recognition,

The national economic downturn
— Some say recession — has put a
damiper on the “merger mania” that
characterized much of the 1980s, but

Hall"ln” r and Brown see no decline lo-
C

“fadon’t feel a downturn,” said
Brofin. “Uf anything, I sense a
. i

sti;engthening in Salt Lake County. ..

We see more deals happening than
even a year ago, so my sense is that
the local market is still pretty
strong.” = o

Still; he concedes, much depends
on the national economy — particu-
larly the national tax issues that im-
pact everyone — as well as the out-
come of the Persian Gulf crisis.

Many times, said Hunter, the suc-
cess or failure of a local business is
not so much the result of the local or
national economy but more prosaic
elements, such as unfavorable lease
terms for their facilities.

“If a small restaurant owner is
dealing with a large landlord — say
the out-of-state owner of a mall — he

often feels he has to take the dealor -

leave it,” said Brown. “But with the
proper representation, they could
negotiate from strength. Equally im-
portant, if something goes wrong
down the road, they are protected.”

. Somewhere between the $500,000

business sales and the multimillion-
dollar deals, there is a gap, say the
two attorneys, that is generally un-
served by adequate legal representa.
tiﬁn. That’s the gap they are trying to
fill.

“The small business owner de-
serves a law firm that looks after his
legal matters as carefully as the big-
business owner’s,” said Brown. “The
trouble is, he often has to settle for
less.”

goulg W O £004 Lo,
stocks over the past fi
ally on its money, in

&ezl;nRecent favorite:

bers Developme

“'national, Macina Pow

@ The Dutch $ock -

10 times earnings, vs.

markets of 13-to-1. It :
All this is enough to

biggest bargains :on

Thieme, a consultant
called the recent dow:
favorite Dutch' stocks
lander, Royal Dutch P

© Rapid earnings g?
STATE OF
ADVERTISEMENT |

The State of Utah, Divisi
Construction

TYPE OF SPACE: Offics
AMOUNT OF SPACE: Appn
LOCATION: . Clear
S - Wit
o the &

Fack!

LENGTH OF LEASE: © Theee
g renew
PARKING: il
OCCUPANCY: As 30(
avaliat
MISCELLANEOUS: Faciities must me(

Ei
§;
i

THE DIVISION OF FACILITIES CO:
MANAGEMENT RESERVES THE RIGHT

J

BEIERUSEETEL

@

. ¥

t»“&”-v'r .
. faesEean

SNESNERERGND] __

AR IEE X

IR N NN Y

B UNENASSENRARAEEDRRNAS

ol B’utger ng wishes to go on record as supporting tradition
.. television, especially the importance of the



PHOTOGRAPHY/ RAVELL cAl

‘harles R. Brown, left, and J. Scott Hunter, right, made Steve Denker’s Evolution USA the exclusive ski for Utah’s Olympic bi¢

_egal help for small businesses

IS.L. firm: 2 lawyers
pecialize in not-so-big
1ergers and acquisitions.

When  Bill
Paulos, presi-
dent of Salt Lake
advertising/
marketing/
public relations
firm, The Sum-
mit Group. de-
cided to acquire
a small typeset-
ting company to
bolster his firm’s

1AX

capabilities, he
'NUDSON naturally called
SSERET NEWS his lawyer.
JSINESS EDITOR

Trouble was,
aulos recalled, while the attorney
ad experience in litigation, he had
jne in the area of business acquisi-
ns. It soon became apparent that
2 was in over his head and his coun-
11 “wasn’t appropriate.”

Paulos then turned to one of the
rge downtown firms to represent
m in the acquisition. While the
rm obviously had the needed ex-
artise, it also had bigger fish to fry
- Paulos’ deal was too small to war-
mt much attention. “1 ended up
lking to paralegals,” he said.
About this time, Paulos was re-
rred to the firm of Hunter and
rown — J. Scott Hunter and
harles R. Brown — Salt Lake law-
irs who have made a specialty of
'quisitions, mergers and other dis-
plines crucial to the buying and
1ling of businesses.

“Seott walked in and asked me a
iry simple question,” recalled Pau-
s: ““What do you want to happen?””’
Chat's the question I had been wait-
g to * -r all along.” Paulos told

him what he “wanted to have hap-
pen,” and the firm took it from
there.

But there’s an epilogue to the sto-
ry, an important one to Paulos. Un-
known to him at the time, the deal he
was about to make would have en-
tailed his taking on all of the typeset-
ting company’s liabilities — several
hundred thousand dollars worth —
while gaining no clear title to its as-
sets. He credits Hunter and Brown
for turning that around.

“] was entering a realm of unfa-
miliar territory, full of high risks and
liabilities,” said Paulos. “A lot of
people unwittingly get themselves
involved in bad deals simply through
lack of experience.”

Hunter and Brown agree, noting
that owners of small and medium-
size businesses are particularly
prone to problems. They often avoid
getting legal help because they think
they can’t afford it — a classic case
of “penny wise and pound foolish.”

“We have found that smali-busi-
ness men and women are reticent to
pay attorney’s fees,” said Brown.
“They think it will cost an arm and a
leg, and they don’t know what they
will get for the money. In fact, by
paying reasonable attorney’s fees,
they can often save very large
amounts down the road.”

Hunter pointed out that small-
business acquisitions pose many of
the complex legal problems as the
huge national mega-mergers. “The
deals are much the same whether
they're $100,000 or $100 million,”
said Brown.

For example, their client Evolu-
tion USA, a Salt Lake-based manu-
facturer of custom skis, is not a vol-
ume business on a national scale, but

Please see LAWYERS on D13 -

jer’ cautiously bullish

vey, a company’s market capitalization must be
at Jeast $75 miilion and the stock must sell for at
least $10 a share. It must have in excess of
800,000 monthly trading volume, 1,000 share-

in timeliness,” said
setor of research for
1e Line Investment
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Selling a business? :

Here are eight procedures Hunter and Brown believe anyone who is selling a business

should follow. Before any are undertaken, however, Hunter and Brown urge the sellertohire

an experienced accountant and lawyer who, acting as a team, should: <
1. Determine the tax consequences of the fransaction.

2. Negotiate for full payment in cash. E

3.If you accept a note, get personal guarantees and adeguate collateral. Ensure you can  ~
be repaid even if the business fails in the hands of the néw owner. -

4. Know which of your contracts and leases require consents from landiords and other -
parties. Begin early to obtain the consents.

5. Cooperate in the buyer's due-diligence examination. It may seem disruptive of your
ongoing business but resistance can be misinterpreted as deception and can destroy or
hinder a transaction.

6. Get indemnification from liabilities of the business that are incurred after the sale, as
well as for existing liabilities you believe should accompany the business. ~
7. Negotiate and narrow the scope of all representations and warranties given to the
buyer. -

8. Stipulate a cut-off date for liability for any breaches of the warranties.

L—-—

Buying a business?
Here are eight procedures Hunter and Brown believe anyone who is buying a business
should follow. Before any are undertaken, however, they urge the seller to hire an experi-
enced accountant and lawyer who, acting as a team, should:

1. Perform an extensive “due-diligence” investigation of the business, including review of
contracts, leases and licenses.
2. Consider the effect of the bulk sales law, which provides for notice to certain creditors.
3. Consider all tax consequences in structuring the transaction, including income tax, and
possible sales tax liabiity. -
4. Consider all of the customer base as an asset being acquired and ensure their
continued patronage through non-competition covenants and simitar provisions.
5. Consider whether any regulatory approvals are necessary, such as transferring liquor
licenses with a restaurant operation. ;
6. Get adequate representations and warranties and retain some portion of the purchase
price for a period while running the business to determine if there are breaches of the
" warranties. : ‘
7. Understand what liabilities are attached to the business, such as tax liens and pending
or threatened litigation, and getan indemnification for any liabilities that should not pass with
the business being purchased.
8. Form a critical-path plan of how the acquisition is to be made, with assignments for
specific tasks. :




