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Intro to Bill Kuehn

Background




EngagementBackErolinG

~ Five years ofi sales decline: $900 tor 400 (M)
¢ Unprofitable for'S years; $50rMMiepEratingless

& Public company: Withi recent isstueroir $508Miv
subdebt

- $50 MM cashi on hand
+ Asset based secured credit line firmiy in place

+ Common stock declined from $35/share; to
$3/share over five years




Engagement BacikarolnENeonta

+ | eading bramnaRameWIthrIgRN2ShICRNCEREERLE;
Internationall distributien

¢ 14 month design cycle withl cUrreEntt PrOCESSES
- Alll product manufactired in" Far East
-5 month delivery cycle

- Over 50% of product developedr by
subcontractors

7lLarge sales contract with WalMart; alse
attempting to enter highrend markets

- Significant senior management turnever




REvKrganiiZzationNEian

. Sales Program

. Merchandisingl Relleut

. Inventory Management

. Product Cycled Time

. Product Development Cycle

. Management Reorganization: & Moexrale
. ERP System Plan

. Supply Chain Contracts
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ENGadEMERNSISLONRY,

June 1
— Mgmt defers sales) departmeEnt rEoreanization
— Mgmt defers wareheuse stafim RifE
— Mgmt initiates) Reorganization: Plan project

> July 1
— hired to “coach™ 19 interdisciplinary, teams

& Aug 15
— Meet with CMB to discuss leadership veoid

- Sept 15 Reorganization; Plam —

— |layoffs/business process reengineered;/ ergan
structure reorganized - $5 MM charge

— Mgmt resists Consultant involvement with
implementation




Engagement Fistery  ((Ctna)

& Sept 22
— Board reguires limited Consultantrele
¢ Sept 30

— Consult identifiess extreme shortialliinrorder
Dacklog fior next year

— Mgmt avoids use off Consultant enreverall
implementation andl dees’ not ImplemeRt mgmit
reorganization — fecus on| shiert tErRmM Sales
tactics

+ Oct 30

— Consultant presents 3 CEO candidates) te: CMB
+ Nov 15

— Consultant resigns




Aftermath

+ November Eiscal Year End saiest S5 00NV
Subsequent year, $200" MV

¢ Subsequent year loss Increaseadt firom: $59
MM to $70 MM.

<+ Following year file for Chapter 11 and sale
of allrassets




Turnaround Lessons

Management LESSORS

Plan reorganization With: active; participation o thrnareune
ExXpeErt.

Implement obvious cost reduction anaimanacemenit
actions befiore full planning and Implementation:

Increase commitment of time required o tUrnareungd
planning and implementation:.

Turnaround expert’s value isi greatest during
implementation — avoid saving consultant fees during
implementation.

Leadership is crucial during planning and implementation —
communication and accountability for action:

Leadership must embrace dramatic change.




Turnaround Lessons

Consultant LLessons

. Identify, erganizationalfand managEmMmeEnt
[SsuUes even those outside oifiermeal
workplan.

. Identify/analyze critical ISStes ever i not
part of werkplan.

. Actively communicate with the Boearaii;
Mgmt Is not cooperating.

. Be prepared to resign and follow: thAreugh
if client not acting on your
recommendations.




Intro to Bob Mosier

Background




Premier Laser Systems, Inc.

Some unusual benefits of a
Chapter 11 Bankruptcy.




Before the Downturn

& A spin-off frem: Plizer —tsHaser
division,.

& PhD/MD’ & head off Plizer R&IDNS
President off new: uniic:

& $40-Million raised inf one Week to fitna
the'new R&D’ eoperation.

¢ | asers for many applications —
ophthalmic ; dental, general surgery;
veterinary etc.

¢ Company goes public.




TThe Origin’ ol ther Prepien

< EDA approvail off EFsYAG dentalN(seraned
hart tissue).

¢ Stock price soars; market capr$200
million.

+ Pressure for sales; confirm market
demand?

+ Need sales big time — not a novel
problem.




Winleie \Wenie Wrane

< CFO & VP offSales confiFmalmestsale:
<+ Year-end financials; reflect progresss:
¢ [nventory shipped ter empity, Warehotise:

¢ Everythingl looks good, pending
confirmation of the actual sale:

¢ Shock:! the pending sale; fialls apart.




TThe Beginning oiftherERe

<+ [The CEO panics! — ISSUES INEISCREEIoN
letter.

¢ EQY resigns.

¢+ Stock trading Is halted.

¢ SEC launches an Investigation:

¢ A-new Board fires management.

+ The bottom drops out: PLS files BK.




e Chaptersi

¢ New management Ramstiunerduerte
lack of product knoewledge.

¢ Efforts to sell/further developr prodlecEs
fatl-

¢ New. board/management resign:;
frustration.

¢ Mosier appointed President & CEOr geal:
oversee a consensual divestiturer plan:




The Elements of the Plan

< Sell technology: andiinVventery: termeaxiimize
values andl pay: Creditorss

¢ Plan success: (1) maximize; Valties,  ((2)
keep costs in check, and (5 object to
claims.

+ Work toward a 100%: payofi oif Crediters te
provide benefit for equity’ sharehelders.




Shareholders List Value

+ Most shell sales invielve tax dealsr = NO@IEs;
+ \/ery difficult andl restrictives

+ 135,000 PLS sharenholders; 1 millien
shares.

+ \/aluable shareholders = inclined! to’ InVest
In.medical startup with RIghrrisks




11US5C§1145

¢ Merger througitar pianr el reorgamZzationk

<+ SurgiLight wants Its SteckIn the NaneE S o)
PLS shareholdeys.

+ Amendment to the POR.

+ Cost:»$25,000
< Time: I0One month
+ Alternative: 6 months and $250, 000!




Conclusion

# The §1145 exemption can bring addea
value.

¢ Creditors must be paild ofifF filfst, o
approve the plan in the alternative:

¢ Think outside the box.

¢ Progress to date. 70%) off general
unsecured creditor payment iR the bag.
100% plan possible.

¢ Turning attention to shareholders.




Intro to Kyle Huebner

Background




SitUationN@c=2Z000)

. Q3-00 EBITIDA"Iess ofif ($4:2M) enr $SIMNRNrFEVERUE

- 10/ Products in development DUt eniy 2
dgenerating revenue

- Internet Postage business (90% oifteVERUE)

large: negative ROI

- ~/700 FTE’s (570 Perms) withy very complicatea
org structure

Lot of internal management conflicts/ differemnt
views of the future

- CEO, CFO, COQO left company in the same wWeek




Turnaround Process

¢ Assess Current Situation

¢ Determine New: Goals

<+ Design the; Plan

¢ Create Buy-In/ (Board and Management)
¢ Communicate Plan (Employees)

¢ Execute Plan

¢ Monitor Results




Turnaround Plan

# Strategy Revision
— Focus on the most attractive oppertURities

— Focus on profitability,and acChieving pesitive
cash flow

4+ Organizational Changes

— Create lean, efficient organization (RIES He-
ordanization)

<+ Expense Control

— Dramatically reduce all non-revenue related
spending




Turnaretnda PlanNi@the)

¢ Core BUsiness ECONOMmIGCS
— Achieve, positive per customertINE/
— Pricing, marketing, custeomer stippolt

ImMprovements
+ Non-core Clean-up
—Reésolve contingent liapilities
— Sub-lease excess facilities




~

Turnaround Results

Key Metrics Q3-00 Q3-01 Difference




Turnaround Lessons

& TUrnaround IS multiEfaceted

— Sitrategy, Operations, cost-clttnGE)
ordanizational, legal

< Credibility is very: tough' te re-gainm
— Board, investors, employees

+ Objective analysis of data wash Key {or:
internal management

— Ability to admit what’s working) and
what’s not

<+ A unified management teami Is critical







SIGs, Readings & Links

+S1G Possibilities
—_unches; = Informal

—Speakers
—Mutuall Consulting (@ 12 YO IIEE)

—Subjects:
+Distressed lLLending
+BK Process, Etc.

+Readings & Links
—Gilson
—Ironwood Advisory:
—Mosier & Co.




